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Abstract

Today, the capital market is introduced as one of the axes of economic growth and
development. Considering the importance of the role of the capital market in
increasing economic growth, it is necessary to identify the factors that influence the
increase in participation. Therefore, in the current research, we have studied the
effects of monetary and financial policy shocks on stock market participation. After
identifying the variables affecting participation in the stock market, we have
investigated the direction and intensity of the effect of these variables on the
participation in the stock market using the "vector autoregression" method. The
statistics and figures of official institutions for the years 2012 to 2021 are used for
the research. The results of the estimation of the model show that the oil income
shock has no significant effect on the participation in the stock market. Also, the
variables of GDP, stock price index and money supply have a direct effect on
participation in the stock market. Applying unplanned and unexpected policies by
the government can lead to instability in the financial markets, including the stock
market. The larger the size of the government in the economy, the wider the sources
of shocks can be and, as a result, create more disorder in the economy. As the results
of variance analysis showed, in the long term, the most fluctuations of the stock
price index are explained by the financial policy shock.

Keywords: monetary policy, financial policy, participation in the stock market,
vector autoregression.
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