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Abstract 

The aim of the study is to “explore the effect of future contracts on stock liquidity of listed companies on 

the Tehran Stock Exchange”. To do so, all companies listed on the Tehran Stock Exchange were chosen 

as statistical population. Likewise, due to the low size of this sample (30 companies), census method was 

used for choosing study sample. The results obtained by bivariate regression test were analyzed, which 

showed that future contracts have a positive and significant impact on stock liquidity of listed companies 

on the Tehran Stock Exchange.  
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1. Introduction and statement of problem  

When it comes to success or failure of future markets, liquidity is invariably one of the determining factor 

and study of factors associated with this phenomenon has long received the attention of many researchers, 

because liquidity is one of the ideal characteristics of competitive markets. It is expressed as possibility of 

carrying out transactions quickly with little cost and without being extremely affected by major 

determining and defined pricefor allowing markets to survive (Wyss, 2004). This phenomenon is 

considered the origin of durability and an important indicator for assessing the effectiveness and maturity 

of these markets (Yang, 2006). 

Trading derivatives has taken up a special place in the most prestigious stock exchanges as a new 

knowledge. In Iran, we are on the verge of the establishment of one of the components of derivatives, 

forward dealing. Given that there is no need for ownership of assets in future contracts, it should be noted 

that a change in basic asset price and formation of stock purchase and buy queues can be viewed as main 

risks of this instrument (Hull, 1993).  

In addition to this, the use of futures instrument in capital market and an opportunity for earning high 

profits in conjunction with fairly low investment, i.e. financial leverage, are in such a way that trader can 

reap a reliable profit margin in exchange for 20% of the total value of purchased shares (Hull, 1995). 

Despite a multiplier profit compared to stock market, future contracts can equally make a huge loss for 

traders. Because of this, given the high risk of these trades, it seems that this instrument can be utilized by 

provisional investors familiar with this market in the first place. On the other hand, the spread of this 

instrument can lead to investment and accumulation of liquidity in stock market. An increase in the rial 

volume of trades is a clear proof of the influence of future contracts. On the contrary, liquidity is a 
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concern of those who aim for trading shares or manage trading infrastructures and the problem of stock 

liquidity in the Tehran Stock Exchange which falls in the category of world noncash stock exchanges due 

to lack of mechanisms for liquidity is the main concern of investors as they are concerned about the 

situation of their stock liquidityon Tehran Stock Exchange. Therefore, given the importance of liquidity 

as the main indicator of financial market efficiency as well as the importance of the recognition of future 

contracts effect on it, the present research explores the impact of future contracts on stock liquidity of 

companies listed on the Tehran Stock Exchange.  

 

2. Research importance and necessity 

Today we are witnessing the growing spread of financial instruments in the world financial markets. The 

foundation of new financial tool creation is associated with the updated need of market for a specific 

mechanism. Among the most important needs, we can refer to risk, because under the current business 

circumstances, markets experience volatility; this is the origin of various types of risks. Developing 

different financial instruments for covering these risks is considered the upshot of a necessity felt for 

benefitting from certain instruments for certain purposed (Raee&Talangi, 2010). In Iran, highly volatile 

circumstances of various business markets are perfectly perceived. For this reason, developing and using 

various tools of covering risk take on substantial importance, one of which is future contracts on stock 

market.  

In addition to this facility, acceleration and reduction of costs is one the most important functions of 

financial markets, particularly stock exchange, in the process of converting financial assets to cash and 

vice versa, namely converting cash to financial asset; this quality is known as liquidity. Liquidity is the 

ability to purchase and sell a significant amount of securities quickly and with little effect on price. Both 

in market dimension and securities individual dimension, this quality has received the attention of 

researchers over the last few decades, because liquidity is one of the important dimensions of the process 

of resource allocation and is considered one of the most important indicators in studying market situation. 

High rate of liquidity in a stock exchange demonstrates the success of the market in clarifying 

information and approximation of securities price to their intrinsic value (Bagheri and Mehmandosti, 

2007).  

The purpose of the present research is to “study the effect of future contracts on stock liquidity of 

companies listed on the Tehran Stock Exchange, for which it is hoped that a step can be taken in 

improving it if these factors are properly recognized, and essential foundations for promoting the situation 

of stock indexes can be provided. In this regard, the research question is “whether future contracts trading 

significantly affect stock liquidity of stock exchange firms”. Thus, given the importance of this subject 

matter, in this research we set out to explore the effect of the independent variable future contracts on 

stock liquidity of Tehran Stock Exchange, and we hope that the research result will be useful.  

 

3. Theoretical principles and research background  

Concept of future contracts: it is a contract to which a seller is committed to sell a definite amount of 

specific goods with a price they agree on right now on their due time, while the other party is committed 

to purchase the commodity with the same specification. In order to avoid both parties’ refusal to enter 

into contract, either party is committed to entrust some money as guarantee to trade-off room as part of 

the agreement and to modify the guarantee money in accordance with changes of future prices, and the 

trade-off room on behalf of them entrusts part of the money guaranteed by either party to either of them 

as permission of possession, and he is entitled to use it until they settle on their due date (Iran Mercantile 

Exchange, 2010). Alternatively, it includes parties’ agreement in a specified date in the future, in which 

the amount of goods and their price are determined in the agreement (Raee&Talangi, 2010). In future 
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stock contracts, seller is committed to sell a specific number of basic shares in a price determined during 

concluding contract, while buyer is committed to purchase the share when it comes due. Future contract is 

signed for certain quality and quantity of certain goods and delivery date is set in advance. For the 

following reasons, future contracts are undertaken (Bodie et al., 2004); financial leverage, frequency of 

trading, and speed of liquidity, transparency, financial coherence and consistency.  

Concept of liquidity: is the power of investors in converting financial assets to cash with a price same as 

the last trade (Shirazian, 2005). Liquidity of an asset is a feature by which purchase or selling of that asset 

is feasible in the shortest time and possible cost. Although this expression substantially seems load and 

clear, in many texts liquidity has been referred to as a concept easy yet difficult to imitate, which means 

that understanding of liquidity is intricate during trading and measuring and calculating it, though it is 

simple. One of the most important functions of capital market is the realization of liquidity. As a matter of 

fact, secondary markets reduce costs, apart from providing liquidity through detecting price and the 

ability to transfer risk. Fernandez quotes Keynses’ statement that liquidity cannot be measures by an 

absolute criterion. In financial literature, liquidity is sometimes interchangeably used with the terms 

marketability or merchantability, because the greater the number of potential buyers and sellers of an 

asset become, the greater liquidity the asset has (Nobahar, 2009).  

 

4. Research background on future contracts 

Botshekan (1998), in the study of the recognition of future delivery contract and option; a model for 

launching their market in Iran, conducted a research and hypothesized the use of future delivery contract 

in Iran capital market and then investigated the stock market of future delivery contracts and option of 

London, Paris, Kuala Lumpur and Chicago, coming up with a model for demonstrating the process of 

buying and selling of future delivery contract. That is to say, he proposed a model without regard to 

structural and technical problems of Iran economy, considering a model that he built from studying stock 

exchange of other countries. Aghapour (1997) conducted a research entitled “feasibility of designing 

option in Iran capital market”, and concluded that under the current circumstances of Iran capital market, 

there is no possibility of issuing option papers, because existing obstacles to the path of market efficiency 

should be removed for issuance of these papers in the first place so that a good foundation can be 

provided for this purpose. Salehabadi (2003) conducted a research entitled “feasibility of launching 

immediate stockmarket of listed companies on Tehran Stock Exchange with an emphasis on religious 

issues”. According to the results of the research, it was found that capital market, according to the results 

of the research, in 2001 when setting up future market of stock index become necessity is significantly 

different from current circumstances of capital market, and there is no possibility of launching Stock 

market index future regarding a financial approach, and considering religious jurisprudential mechanisms, 

there would be also no possibility of launching market due to a contradiction between future contracts and 

stock market index future. Considering legal principles and legal items of Islamic Republic of Iran Civil 

Law, due to a contradiction between these contracts and legal items, there is no possibility of launching 

stock market index future with regard to law (2004). Hassannejad (2004) conducted a research entitled 

“feasibility of applying option in Tehran Stock Exchange” with the aim of feasibility of applying option 

in Tehran Stock Exchange with regard to its structure. The conceptual dimensions of option application in 

Iran capital market, Tehran Stock Exchange has been investigated from two aspects, technical-structural 

and market research. The results of the research indicated that investment companies are interested in 

using stock options and index options on Tehran Stock Exchange, and there is a possibility of applying 

option in Tehran Stock Exchange.  

Research background on stock liquidity: Holl and Winn (1995) measured the structure of a correlation 

between liquidity measures using information on the Australian Stock Exchange in 1995, as they found a 
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correlation between measures which were similar in design; the result shows that various types of 

liquidity measures take account of different properties of assets. Comerton Ford studied two classes of 

measures on the basis of trades and orders by using data f Jakarta Stock Exchange, founding a little 

correlation between them. Moreover, reviewing changes of liquidity given the two classes of the 

measures during before and after an economic crisis in Jakarta Stock Exchange, they proved that order-

based measures are better indicators than trade-based measures for measuring liquidity in very little future 

markets. In some empirical studies, the main criteria for measuring this phenomenon in future markets are 

turnover, the number of open trading position, bid-ask spread, liquidity ratios, and market depth are 

considered. The combination of open trading positions (ratio of trading positions of hedgers and 

speculators) yielding a criterion of activities of different trading groups in the market is a determining 

element in liquidity and overall performance of future market (Comerton Ford, 2003). Comerton Ford et 

al (2005) examined the relationship between unknown state of orders as to a specific price and identity of 

traders with respect to difference in proposed price of stock buy and sell, which is a measure of liquidity, 

at Euronext Paris, Tokyo Stock Exchange and Korea Stock Exchange. The results of the research 

suggested the impact of the unknown state of orders for specific price on liquidity. Measure of liquidity in 

their research is difference in the price of stock bid and ask, i.e. the lower it is, the more it leads to 

liquidity of market. Amihod and Mendelssohn (1986) theorized that shares with high bid and ask price are 

normally held by investors whose investment horizon is long term. Amihod and Mendelssohn (1986) 

found the expected return on a share or a company to be an incremental function of bid and ask price 

difference. The expected return increases by bid and ask price difference, because investors tend to 

compensate for their costs of trading. They tested the theory by using shares traded on the New York 

Stock Exchange, concluding that return is positively associated with bid-ask spread. The result suggests 

that the cost of capital and liquidity are negatively interrelated; the more the cost of capital, the more the 

expected return will be, and subsequently bid-ask spread will increase and hence liquidity drops. More 

importantly, their result suggests that shares with more bid-ask spread are held by investors whose 

investment horizon is long term. Amidod and Mendelssohn (1991) found that companies tend to follow 

up policies that increase their stock liquidity, because liquidity can increase firm return and value. In 

addition to this, they observed in their study that managers who are in pursuit of increasing liquidity of 

their firm securities can accomplish it by being developed into public company, voluntary disclosure of 

information and distribution and supply of shares among further shareholders (i.e. increasing the number 

of firm free float share shareholders). Mortal and Lipson continued their research in 2007, and concluded 

that liquidity and relevant decision are strongly related to capital structure, and also an increase in 

liquidity can increase the level of stock issuance. The results indicate that companies with more liquidity 

can make use of advantages of lower issuance costs and can turn to stocks in their decisions for financing, 

and companies whose shares have more liquidity tend to have lower financial leverage.  

Rasaiian and Hussaini (2008), in a research entitled “relationship between accruals and cost of capital in 

Iran”, studied the relationship between quality of accruals and cost of capital in Iranian companies. The 

result shows that cost of firm capital is not affected by quality of accruals and their related components. In 

other words, it cannot be acknowledged that there is a significant difference between capital cost of 

companies with poor and low quality of accruals and companies with good and suitable quality of 

accruals. Saghafi and Hashemi (2004) conducted a research entitled “analytical study of operating cash 

flows and accruals; a model for predicting operating cash flows”. The research aimed to find a model by 

which operating cash flows of economic enterprises. Overall, the findings of the research are consistent 

with the theory of accounting earnings ability and its components for predicting operating cash flows as 

well as theory of earnings power superiority in predicting cash flows compared to cash flows. 

Yahyazadehfar and Khoramdin (2008) conducted a research entitled “the role of liquidity factors and risk 
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of lack illiquidity in surplusstock return on Tehran Stock Exchange”. The results show that all fourfold 

independent variables have a significant effect on the dependent variable; that is to say, the impact of 

illiquidity and firm size on surplusstock return is negative, but the effect of surplusmarket return and book 

to market ratio on surplusstock return is positive. Salimpour (2005) conducted a research entitled “study 

of the effect of stock liquidity on surplusstock return of listed companies on Tehran Stock Exchange, and 

concluded that there is no significant relationship between stock illiquidity as a risk factor and 

surplusreturn of shareholders on Tehran Stock Exchange. BagheriMehmandousti (2007) conducted a 

research entitled “relationship between stock liquidity and decisions on capital structure of companies 

listed on the Tehran Stock Exchange”. In this research, in addition to an account of liquidity concept, the 

link between stock liquidity (stock turnover and Amihod’s measure) and leverage ratio was studied using 

econometric methods. The result is that there is a relationship between stock liquidity and capital 

structure. Risk of stock illiquidity is positively and significantly related to firm ratio and increased 

illiquidity of firm stock has led financial managers to use more debts in order to finance their activities in 

the past few years.  

 

6. Research method and operational definitions  

The present research is an applied research by purpose, and a descriptive and non-experimental research 

in terms of data and information collection and analysis method. Based on implementation, it is a survey 

research. In this research, two methods were used to collect information; reviewing documents; in order 

to obtain general information about research literature, determining theoretical framework and indicators 

from references available at library containing books, magazines, dissertations and scientific reports, as 

well as stock exchange website and PARS Portfolio and Rahavard-e Novin software in order to collect 

raw data. The present research was conducted in 2015 regarding period of conduct, and in companies 

listed on the Tehran Stock Exchange regarding place of conduct. The thematic realm of this study is the 

study of advanced investment management. This research aims to “study the effect of future contracts on 

stock liquidity of listed companies on the Tehran Stock Exchange”, and utilize their results for improving 

the current situation. In this regard, the research hypotheses are expressed as follows;  

 

- main hypothesis: future contract trading has a significant effect on stock liquidity of listed companies on 

the Tehran Stock Exchange.  

- first sub-hypothesis: future contract trading has a significant effect on turnover of listed companies on 

the Tehran Stock Exchange 

- second sub-hypothesis: future contract trading has a significant effect on stock value of listed companies 

on the Tehran Stock Exchange 

- third sub-hypothesis: future contract trading has a significant effect on trading frequency of listed 

companies on the Tehran Stock Exchange 

 

Future contract: in the present research, in order to measure the independent variable, i.e. future contract, 

the number of stock or amount of goods purchased, contract due date, and contract value were used. 

Liquidity: is the extent to which purchase and sale of a commodity is easily carried out without a 

significant change in its price (Golveston et al. 1985). Liquidity may be considered a unit of risk. The 

power of a company to comply with its short-term financial obligations without being forced to change its 

long-term capital into cash or reduce its activities, liquidity is a key factor in evaluating company on the 

part of stakeholders such as investors, creditors and legal parties (Wallace et al., 1995). Companies with 

ideal liquidity may disclose more information so as to distinguish themselves from companies which are 
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not in a good shape economically (Balkavi, 1987). To measure stock liquidity and information 

asymmetry, we used Venkatesh and Chiang’s model for determining stock bid-ask price range.  

 
100
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BPAP
itSPREAD

 
Where AP stands for average ask price and BP for average bid price of stock of company i in period t. To 

perform calculations, data of the best bid and ask prices of each share for every day in a fiscal year were 

collected and the mean of each of them was calculated. Afterward, the formula of stock bid-ask spread is 

taken (Khoshtinat and Yusefiasl, 2007). By the best bid price, we mean the highest proposed price for 

buying share per day, and the best ask price is the lowest proposed price for selling share per day 

(AhmadpourKasgari and Ajam, 2010).   

 

7. Methods of data analysis  

The statistical method used in this research is regression test, which was used for determining and 

investigating the effect of each variable and approving or disproving hypotheses. The variables used in 

the present research include future contracts, average stock market value, stock trade frequency, and stock 

trade volume. Among them, the first variable as independent variable influences the dependent variable; 

the dependent variable in this research is the amount of liquidity of stock on Tehran Stock Exchange 

market, which was measured by three alternative variables stock market value, stock trade frequency, and 

stock trade volume in Tehran Stock Exchange Market. Given the above, the regression equation of the 

main hypothesis, positing the effect of future contracts on liquidity of stock in market, was fitted during 

three phases on the basis of each of alternative variable used for measuring the research dependent 

variable (stock liquidity).  

Although the number of companies that can be investigated in this research is currently small due to the 

limitation of the use of future contracts in Tehran Stock Exchange market, and considering the central 

limit theorem which states that we can accept normality of data distribution hypothesis in conditions that 

the number of samples should be more than 30 (Azar and Momeni, 2002), we can utilize linear-regression 

tests for testing research hypotheses by this number of samples.  

Descriptive statistic: descriptive statistics of the foregoing variables which were measured using data of 

the 30 companies, which include the number of observation, mean, median, standard deviation, skewness, 

minimum and maximum, and are presented in table 4.1;  

 

Table 4.1. Descriptive statistics of regression model variables 

Variable 

name 

Variable 

symbol 

num

ber 
mean median 

Standard 

deviation 

ske

wne

ss 

minim

um 
maximum 

Future 

contract 
Futures 30 1618770 22229 5638788 

4 
51 28141130 

Average 

market 

value 

MarketValu

e 
30 30043 9996 40995 

2 

81 171434 

Stock trade 

number  

StockTrade

No 
30 1904400 778939 2637578 

2 
326 10406952 

Trade 

volume 
TradeVol 30 14165435 5278183 22745867 

3 
94765 113420477 
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Inferential statistics; given that the dependent variable of the present research can be measured using three 

different measures, three diverse regression models are used for testing research hypotheses. At this point, 

the results of testing hypotheses are separately presented and explained on the basis of the results of 

regression equation goodness of fit for each of three foregoing models.  

Testing hypotheses of model 1 regression (future contract and stock trade volume); prior to goodness of 

fit of regression models, it is necessary to test linear regression hypotheses in the first place.  

Independence test of errors: one of the linear regression assumptions is lack of correlation between errors. 

Serial Durbin-Watson test residuals (errors) of regression on the basis of null hypothesis (Suri, 2012).  

H0: no autocorrelation between errors  

H1: autocorrelation between errors   

If Durbin-Watson stands between 1.5 and 2.5, H0 (no autocorrelation between errors) is accepted, or else 

H1is confirmed. In this research, given table 4-2, the value of Durbin-Watson for model 1 is equal to 

1.966. Thus, H0 about lack of autocorrelation between errors is confirmed.  

Goodness of fit test (ANOVA): to test goodness of fitted regression model, the hypothesis is raised that 

the model does not justify the dependent variable variation (y); which means that there is no relationship 

between dependent variable and independent variables, and all coefficients of independent variables are 

equal to zero in multivariate regression equation. Thus, the significance of regression equation can be 

tested by the following hypotheses using F statistic;  

Regression equation is not significant                                              

 

 

 
 

To test the hypothesis, F statistic at 95% confidence level is used (= %5 error). If F statistic value is less 

than the value in the table with the same confidence level, H0 is accepted and it can be inferred that 

variations of the dependent variable (Y) are simply random and a function of ε (error); in this mode, 

regression equation is as follows:  

 
If F statistic value is greater than the table value, H0is rejected and its opposite hypothesis, H1 about 

significance of regression model, is confirmed; in this case, it can be said that variations explained by the 

model are good, i.e. a significant relationship exists between dependent variable and independent variable 

(Suri, 2012). Given table 4-2, F statistic of model 1 (ratio of dividend to net profit) is equal to 5.616 (p-

Value = 0.025). Therefore, H0 is rejected at 95% and significance hypothesis of regression model 1 

(future contracts and stock trade volume) is confirmed.  

Study of normality of error distribution; one of the regression assumptions is that errors of equation have 

normal distribution with zero mean. To study normality of equation errors, the curve of error components 

is plotted in the regression model (Suri, 2012); as determined in diagram 4-1, in model 1 (future contracts 

and stock trade volume) mean of error distribution is roughly zero, and its standard deviation is 

approximately 1 (0.983); as a result, error distribution of regression model 1 is normal.  
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Diagram 4-1. Curve of error components model 1 (future contracts and stock trade volume) 

 
 

Review of lack of co-linearity among independent variables; in the case of a co-linearity between 

independent variables used in a multiple regression analysis, significance of fitted model coefficients 

consists of ambiguity. To examine the probability, the statistics tolerance and variance inflation factor are 

used; the lower the tolerance is, the less the information on variable becomes, causing problems in using 

regression. Variance inflation factor reverse tolerance, in that the more it increases, the more the variance 

of regression coefficients increases, rendering regression unfit for prediction. The minimum amount of 

tolerance is considered between 0.1 or 0.2 for statistical resources. Moreover, practical experiences 

suggest that if VIF is greater than 5, it suggests a possible warning. In case it is greater than 10, it notifies 

a serious warning and suggests that regression coefficients have been poorly estimated due to a multiple 

collinearity. Since an independent variable (future contract) is just used, there is no need for studying 

these statistics in order to avoid possible collinearity between independent variables.  

Goodness of fit of regression equation of model 1 (future contracts and stock trade volume); subsequent 

to testing regression assumptions of model 1 (future contracts and stock trade volume), as well as making 

sure they are held, regression equation of this model is fitted and the summary of their results are as table 

4-2 suggests;  

Study of the power of model 1; as determined at the bottom of table 4-2, correlation coefficient, 

coefficient of determination, and adjusted coefficient of determination of model 1 are 41%, 17%, and 

14% respectively. Coefficient of determination represents part of changes of dependent variable explained 

by independent variables; the closer to one it is, the stronger relationship it suggests between dependent 

variable and independent variable; thus, it can be concluded that regression equation of model 1 has 14% 

explanatory power of stock liquidity variation (using the alternative variable trade volume) of study 

companies.  
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Table 4-2. results of goodness of fit of regression equation of model 1 (future contracts and stock trade 

volume) 

Variable name 
Variable 

symbol 

Variable 

coefficient 
t statistic 

Significance 

level 

constant (constant) 
 

1.578 0.126 

Future contracts Futures 0.409 2.370 0.025 

Correlation coefficient  

0.409 

Coefficient of determination 

0.167 

Adjusted coefficient of 

determination    0.137 

F statistic                     

5.616 

significance(P-Value        )

0.025 
Durbin-Watson statistic      1.966 

 

Fitted regression equation of model 1; given the results shown in table 4-2, fitted regression equation of 

model 1 (future contracts and stock trade volume) is as follows;  

 

 
 

Testing the first sub-hypothesis; the first sub-hypothesis tested in this research is as follows;  

H0: future stock contracts do not directly (positively) and significantly affect stock liquidity  ( ) 

H1: future stock contracts directly (positively) and significantly affect stock liquidity ( ) 

Testing the first sub-hypothesis (testing coefficient significance); the results of fitting regression equation 

of model 1(future contracts and stock trade volume) are presented in table 4-2. In this table, positive 

(negative) mark of independent coefficient represents the extent to which it directly (inversely) affects 

stock trade volume (stock liquidity) of study companies. The results of the first sub-hypothesis are as 

follows, considering the figures of table 4-2;  

 

According to table 4-2, the significance (sig) level of the independent variable stock trade volume (stock 

liquidity measure) is equal to 0.025, which is less than the significance level expected in this study (5%); 

moreover, the absolute value of t statistic of this variable |070/2|  is greater than t statistic obtained from 

the table with same degree of freedom (1.96). Conversely, the coefficient of the numerical value is 

positive and equal to 0.409, which suggests its direct (positive) influence on the amount of stock trade 

volume of companies under study. Therefore, at 95% confidence level the first subsidiary null hypothesis 

is rejected and the first subsidiary hypothesis about direct (positive) and significant effect of future stock 

contracts on stock trade volume of companies is confirmed.  

 

Testing regression assumptions of models 2 and 3 (stock value and stock trade number); tests of linear 

regression assumptions for regression equations of models 2 and 3 are as follows:  

Error independence test. As determined in tables 4-3 and 4-4, the value of Durbin-Watson statistic for 

model 2 is equal to 0.970 and for model 3 is equal to 1.255. Given that the numbers do not stand between 

1.5 and 2.5, it can be concluded that data don’t have relative independence, i.e. there is an autocorrelation 

or serial correlation between errors (residuals). 

Given that the test is one of the main assumptions of linear regression for the second regression model, 

the possibility of using regression test for the purposes of relevant hypotheses testing cease to exist. As a 

result, given the data, we cannot make claim about rejection or confirmation of hypotheses on theeffect of 

future contracts on stock market value and frequency of stock trade of companies listed on the Tehran 

Stock Exchange.  
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Model Goodness of fit test (ANOVA); given tables 4-3 and 4-4, the value of F statistic for model 2 

(future contracts and stock trade number) is equal to 1.879 (P-value = 0.063), and for model 3 (future 

contracts and stock market value) is equal to 0.281 (P-Value = 0.600). Therefore, H0is confirmed at 95% 

and overall significance hypothesis of regression models 2 and 3 (concerning the effect of future contracts 

on frequency of stock trade and stock market value of companies listed on the Tehran Stock Exchange) is 

rejected. Like the results of Durbin-Watson test, the results of the test suggest the lack of truth condition 

of linear regression assumptions and the lack of possibility of using the test for making claim about the 

rejection or confirmation of hypotheses about the regression models.  

 

Table 4-3. Results of fitting the regression equation of model 2 (future contracts and stock trade number)   

Variable name Variable symbol 
Variable 

coefficient 
statistict 

Significance 

level 

constant (constant) 
 

3.398 0.002 

Future contracts Futures -0.251 -1.371 0.181 

Correlation coefficient           

0.251 

Coefficient of determination      

0.063 

Adjusted coefficient of 

determination 0.029 

F statistic                    

1.879 

   Significance  (P-Value                   )

0.063 
Durbin-Watson statistic   0.970 

 

Table 4-4. Results of fitting the regression equation of model 2 (future contracts and stock trade number 

Variable name 
Variable 

symbol 

Variable 

coefficient 
statistict 

Significance 

level 

constant (constant) 
 

2.747 0.010 

Future contracts Futures -0.100 -0.530 0.600 

Correlation coefficient           

0.100 

Coefficient of determination    

0.010 

Adjusted coefficient of 

determination -0.025 

F statistic                     0.281 
  significance (P-Value       )

0.600 
Durbin-Watson statistic   1.255 

 

Testing the second and third sub-hypotheses; the results of testing regression assumptions on the 

regression equation 2 (future contracts and stock equation number) and 3 (future contracts and stock 

market value) were presented in tables 3-4 and 4-4. The results of the tests suggest lack of truth condition 

of linear regression assumptions on data used for testing the two models. Accordingly, the possibility of 

using regression test for making claim about the rejection or confirmation of these models cease to exist 

with regard to the effect of future contracts on stock trade number, as well as on market value of listed 

companies on Tehran Stock Exchange.  

 

8. Conclusion and suggestions  

Given the results of early tests for ensuring the truth condition of linear regression assumptions, the 

possibility of using information on the first model (effect of future contracts on stock trade volume) 

exists. Regarding other two models, which are associated with the effect of future stock contracts on stock 

trade number respectively, as well as stock market value of listed companies on Tehran Stock Exchange, 

the assumptions of linear regression were not true. This means that the possibility of using linear 
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regression exists for testing hypotheses about the models by using data available for fitting the regression 

models (second and third). As a result, for purposes of testing the second and third subsidiary hypotheses, 

it is necessary to use information on a series of other sample firms. Since future contract trades on Tehran 

Stock Exchange are very low in amount and limited to the research sample (30 firms under 

consideration), the possibility of changing or expanding the study sample for testing second and third 

subsidiary hypothesis cease to exist.  

The results of fitting the first regression model of the effect of future contracts on trade volume of study 

companies suggest that a positive and significant relationship exists between future contracts and stock 

liquidity of these firms, which was measured by the alternative variable trade volume. As a result, the first 

subsidiary hypothesis of the research about the positive and significant effect of future contracts on trade 

volume of listed companies on Tehran Stock Exchange is confirmed with 40% coefficient.  

- It is recommended to conduct a study on pricing and how it works on stock exchange.  

- It is recommended to conduct a study on factors influencing how business contracts of stock 

markets are signed.  

- Studying the climate of business transactions and level of investors’ interest in buying various 

stocks is a factor that plays a crucial role stock liquidity, for which it is advisable to conduct a 

study on this variable.  

- It is recommended to carry out a study on growth opportunities on Tehran Stock Exchange via 

future contracts.  

- It is recommended that other financial ratios such as debt and liquidity be studied for determining 

stock return of listed companies on the Tehran Stock Exchange.  
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