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Introduction: Developing countries such as Iran experience substantial
instability in key macroeconomic variables, including exchange rates and
stock prices. Compared to economically advanced countries, these variables
exhibit greater volatility in the developing economies and thereby, creating an
uncertain environment for investors. Consequently, enhancing investment and
achieving sustainable economic growth requires close attention to the capital
market, particularly the stock exchange. As one of the main pillars of the
capital market, the stock exchange is significantly influenced by
macroeconomic factors, among which exchange rate fluctuations play a
crucial role. Exchange rate volatility affects investors’ expectations and
investment decisions by increasing risk and uncertainty, ultimately
influencing stock market performance and stock price indices. Moreover,
exchange rate movements play an important role in shaping investment,
exports, and imports. Through their impact on the import of raw materials,
intermediate goods and capital goods as well as on the export of final products,
the exchange rate fluctuations affect production processes and the level of
private sector investment. The increased attention to the food industry is one
of the most important factors influencing private sector and foreign investor
investment, which will increase profitability, value added, and growth of the
agricultural sector. The agricultural sector of Iran’s stock exchange is divided
into five sub-sectors: food and beverage products and the same products
except sugar, cubic sugar and sugar, agriculture and related services, clothing
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and textiles, and wood products. The food industry operates in various groups,
including growing and preserving fruits and vegetables, producing animal and
vegetable oils, and producing dairy products. Within the stock market, the
food industry is classified into two main groups: cubic sugar and sugar-
producing companies, and the same food products other than sugar. The food
products group comprises 27 listed companies engaged in the production and
supply of food products. These firms are typically listed on the capital market
and meet a significant portion of their financial needs through capital market
financing. Given the strategic importance of the food industry and its exposure
to exchange rate movements, analyzing the effects of currency fluctuations on
this sector is of relevance. One of the most important markets in any country
that can greatly affect the real sectors of the economy is the financial markets,
which are generally divided into two parts: the money market and the capital
market. In the country, one of the methods of providing funding to strengthen
the food industry is to use the stock exchange, which can provide part of the
financial resources needed by the agricultural industry. The primary objective
of this study is to compare the symmetric and asymmetric effects of exchange
rate growth on the growth of the food industry stock index and the total stock
market index.

Materials and Methods: The required data were collected as daily time-
series observations covering the period from April 1, 2018, to March 31, 2022.
To capture potential nonlinear and asymmetric relationships, the Nonlinear
Autoregressive Distributed Lags (NARDL) approach was employed. Model
estimation was conducted using a NARDL (4,0) specification for both the
food industry stock index and the total stock market index.

Results and Discussion: The estimation results for the food industry stock
index indicated that the exchange rate growth significantly affected the growth
of the food industry index. Specifically, both positive and negative changes in
the exchange rate exerted a negative impact on the growth of food industry
stocks, implying the presence of asymmetric effects whereby the exchange
rate growth— regardless of direction— reduced the stock index growth in this
sector. In contrast, the long-run asymmetric estimation results for the total
stock market index revealed that the coefficients associated with both the
positive and negative asymmetric components of exchange rate growth were
positive and statistically significant. Accordingly, in the long-run, the
exchange rate growth had a positive effect on the growth of the total stock
market index. To formally examine whether the effects of exchange rate
growth were symmetric or asymmetric, the Wald test was applied. The results
indicated that the exchange rate growth had an asymmetric effect on the
growth of the food industry stock index. However, for the total stock market
index, the Wald test results suggested that the effect of exchange rate growth
was symmetric. The short-run estimation results for the food industry stock



index showed that the asymmetric error correction coefficient corrected
approximately 1.6 percent of the disequilibrium in each period (day). This
finding implies that it takes about 17 days for short-run asymmetric deviations
to be adjusted and for the food industry index to converge toward its long-run
equilibrium.

Conclusion and Suggestions: Overall, the study findings demonstrate that
the exchange rate growth exerts an asymmetric effect on the growth of the
food industry stock index, whereas its effect on the growth of the total stock
market index is symmetric. Given that the food industry constitutes only a
segment of the broader stock market and exhibits greater sectoral
heterogeneity than the overall market, differences in firm size, product
diversity, and industry structure may explain the observed asymmetry in the
impact of exchange rate fluctuations on financial market performance.

Keywords: Nonlinear Autoregressive Distributed Lags (NARDL), Asymmetric

Effects, Food Industry Stocks, Tehran Stock Exchange, Exchange Rate
Transition.
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