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ABSTRACT 
 

In this study, we investigate to compare average return of value and growth stock during 8 years from 2001 until 
2008 in Tehran Stock Exchange. Samples include 91 firms in order to classify value and growth we used B/M. data 
mining for beginning book value and ending market value of stock performed. Three classes were separate. Highest 
and lowest classes were chosen and middle class was omitted. Average return of highest group (value stock) and 
lowest group (growth one) were computed .statistical method was paired samples T test. Results corroborate average 
value stock holding returns of one year to 7 years were greater than average growth stock holding return. This 
difference during 7 years was significant. On the other hands, the different average return on 8th year was not 
significant. 
KEYWORDS: Tehran stock exchange (TSE), book to market ratio, growth stock, value stock, buy-hold return.  
 

INTRODUCTION 
 

One of the concerns people has always been active in the financial markets such as stock, stock returns and that 
these returns are related to what elements or factors. One of the variables according to some researchers, such as 
work Ganns, Read Statman, Rosenberg and Lanstyn to be concerned about the efficiency ratio of book value to 
market value (B / M), respectively. The remarkable results obtained in this study was the development of which is 
still continuing. The problem is that the relationship between yields and the ratio of book value to market value of 
equity. Investing in shares can generally be divided into two groups: 1 - Growth Method 2 - value method. (Haugen, 
2001)The joint reasons, other than income growth could potentially be lower than the intrinsic value pricing. The 
ratio of book value to market value appears highly. In contrast, those shares which have high growth rates in sales 
and profit levels are the ratio of book value to market value are low. According to the capital asset pricing model, 
the expected return of a stock is determined by the return on risk-free and risk premium and the risk premium is a 
function of beta. According to this theory, investors in the market on an investment portfolio, the only risk is that the 
market accepts the risk, rewards systematic risk (beta) is. Recent evidence suggests that in addition to the beta, the 
ratio of book value to market value and firm size are also pricing in the market. 

However, it seems that the higher the ratio of book value to market value, the stock market is cheaper and 
much lower than the ratio of the stock is less expensive. That's why some investors when buying, assuming that 
growth stocks (high) prices will continue to grow in future equity ratio of book value to market value of the buy 
down, unlike some others believe are. 

This means that the ratio of book value to market value of equity to buy up, with the assumption that the value 
of the stock (cheap) prices will increase in the future, resulting in higher efficiency will be achieved. 

In this study, we present the average returns on value stocks (high ratio of book value to market value), the 
average returns of growth stocks (low ratio of book value to market value) for the period from 1 to 8 years of 
maintained and see if the returns on the two stocks kept for periods of whether there is a significant difference? 
 
Background research 

Growth and value stocks, many people have been trying to decipher the different results obtained. Some 
believe that the growth stocks have high returns on equity and the others have no such values. Group of stock 
returns, affected periods or company size or other factors that are believed to influence these factors and others are 
not. Some previous research has been done in this area of research is brought about. 

1005 



Seyyed Bagher et al., 2013 
 
 

Fama and French in their study about the B/M found that stocks with low book-to-market value, average yields 
are low. Growth of future profits because the stock is less than the market expects, and the book value of equity 
above average returns are high, because the future profits of the corporations more than it expected. 

It also implies that firm size is also associated profits. As the ratio of book value to market value of the shares 
to be controlled, small firms tend to have lower earnings on book value compared to what corporations are doing. 
(Fama & French, 1998) 

Grout and Gasper in 2002 between the expected return on equity, firm size and the ratio of M / B in 5 Asian 
countries, India, Korea, Malaysia, Taiwan and Thailand tested. Results showed a big link between size and 
efficiency in all there are countries. Also a significant relationship between the ratio of book value to market value 
returns in Korea, Malaysia and Thailand were observed. Although small in Asia, somewhat higher average returns 
than large firms, it seems that the book value of the variable relationship to the market value of these companies is 
stable and robust performance. This means that the average value stocks have higher returns than the stock growing. 
Thus, the average return on equity greater value in new markets, particularly in Asia can be considered a local 
phenomenon (, 2005 Groot & Gasper). Both as a research scientist named Trevino & Robertson "Price to Earnings 
Ratio and Stock Returns" did. The two sought to examine the relationship between the ratio of price to earnings per 
share and return on equity with an emphasis on the S & P 500 index. The researchers compared three classes of P / E 
was determined. Less than 10, between 10 and 15, more than 15, Returns for holding periods of 1 year, 2 years, 5 
years, 8 years and 10 years is calculated. They found that in situations in which there is a low ratio of price to 
earnings, the stock is cheap, high yields, and conversely, in situations in which the price is to high profits, the stock 
is expensive, the average yield was relatively low. The analysis of the maintenance period applies, except in the long 
term (i.e. 10 years) where the only outcome is irregular. What is the length of the period, the average efficiency is 
low. The study researcher, who will investigate confirming Nicholson, Basu, Schiller and ... Was, (Trevino & 
Robertson, 2002) halite Gann’s and Karan’s in his paper in 2003, the Istanbul Stock Exchange value and growth 
were studied. This review is the development of new markets, value stocks outperformed growth stocks have shown. 
Value and growth stock returns are compared in this study to determine whether or not this result is confirmed in the 
Istanbul Stock Exchange. Istanbul Stock Exchange is one of the new markets, the most important and fastest 
growing in the world that is faced with a large fluctuant main reason for these fluctuations, economic and political 
developments in the country. Thus, at the time of analysis, the two most important factors in the economy, high 
inflation rates and high levels of domestic debt is considered. Periods 1993 and 1998 were used in this study; 
portfolios on the M/B firms listed in Istanbul were established. The results showed that the growth portfolios better 
value and therefore the results did not match the developed world and the new. (Gann & Karan, 2006) 

Ganlachsvn in his article refers to high yield stocks with low dividend price ratio (value stocks) of stocks with 
high dividend price ratio (growth stocks) are long-term in duration. His research on Iceland's stock market during 
the period between1993 to 2003 was conducted on 75 participants. The portfolio consists of four lowest to highest 
Price to Earnings Ratio Price to Earnings Ratio Price to Earnings relationship between return and systematic risk to 
be examined. Returns a number less than the price of the portfolio systematic risk of the portfolio had a higher 
profit. Similarly, the four with the highest number of portfolio return and the systematic risk of the portfolio was less 
than the price advantage. Ganlachsvn actually backfire in his review of the systematic risk portfolio returns than cost 
or benefit achieved. (Gunnlaugsson, 2005) 

Meysam Shah Mande 2006, his Master's thesis, growth and value stocks of companies both in terms of 
performance and size, for the one-year holding period, can be compared. The sample consisted of 123 companies 
listed on the Stock Exchange in the period April 2001 to the Persian date Esfand 2005 selected based on P/E ratio in 
the early years of growth and value stocks instead of two was. 

The results indicate that firm size factor in determining growth and value stocks may not be suitable for 
another. It also returns the value of the stock P/E lower than their average holding period of one year for the entire 
period of his study with a greater return on average equity is growing. (Shah I, Maysam, 2006) 

 
Hypotheses 

In order to conduct the study, the hypothesis was formulated as follows Hobby: 
1 - The average returns on value and growth stocks in Tehran Stock Exchange for one year holding period, 

there are significant differences. 
2 - The average returns on value and growth stocks held in Tehran Stock Exchange for the period of 2 years, 

there are significant differences. 
3 - The average returns on value and growth stocks held in Tehran Stock Exchange for a period of 3 years, 

there is a significant difference. 
4 - The average returns on value and growth stocks held in Tehran Stock Exchange for a period of 4 years, 

there are significant differences. 
5 - Average returns between value and growth stocks in Tehran Stock Exchange for the five-year holding 

period, there are significant differences. 
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6 - The average returns on value and growth stocks held in Tehran Stock Exchange for the period of 6 years, 

there are significant differences. 
7 - The average productivity growth in the value of shares held in Tehran Stock Exchange for the period of 7 

years, there are significant differences. 
8 - The average returns on value and growth stocks held in Tehran Stock Exchange for the period of 8 years, 

there are significant differences. 
 

MATERIALS AND METHODS 
 

The objectives of the study and application of methods for data collection and research design is descriptive 
Community sample: 

Companies listed on the Tehran Stock Exchange from 2001 to 2008 as the population chosen. Direction 
selected sample of FA has been used. Choice of the following conditions are considered and then the companies that 
the following conditions were chosen were. 
 
Selection criteria examples: 

 1 ) End of the financial year ending on the last day of each year to enhance comparability. 
2) The sample firms, investment companies, holding, banks and financial Intermediate ... not because of their 
activities in other industries have different companies. 
3) Information required being available to companies in the full sample. 
4) Total equity firms were not negative in any of the years of the study period. 
5) Shares in the period of 8 years of research have been traded on the stock exchange. 
6) Companies by the end of 2008 as part of the Tehran Stock Exchange listing requirements. 
 According to the above criteria for determining sample of 436 companies in Tehran Stock Exchange, 91 companies 
had research conditions, were chosen. 
 
Variables 

The ratio B/M: ratio of book value to market value of each company for each year was calculated. 
Returns: The current capital gains rate of return has two components. 
This model is used to calculate the real rate of return of equity (Hypericum. R., 2004) 
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In this equation: 
  Dit: Shares in cash per share per year, 
 
c: nominal amount paid by the investor for the capital increase of cash and receivables, 
α: percentage of receivables and cash capital increase, 
β: the percentage increase in capital reserves, 
Rit: rate of return on stock i during period t, 
Pit: price of stock i at the end of the course, 
Pit-1: price of stock i at the beginning of period t (end of period t-1). 
 
Method of data analysis 

After data collection, the data was classified, according to the information sheet as well as the book value of 
stock market values were calculated according to the market price at year-end divided by the book value to market 
value ratio B/M for each at the beginning of every year were calculated. The ratio B/M for each year, respectively, 
from the lowest to the highest, was divided into two parts. 35% of the stocks in the index were categorized as growth 
stocks, shares that were second at 35 percent, the value placed on those shares. 91 companies were selected to 
participate in the study. 32 companies with the lowest growth in book value of those shares were 32 companies with 
the highest value to book value of those shares. 27 companies were in the middle, we did not put in any kind of 
stock. It is worth noting that over the years, some of the shares were transferred from one group to another group 
and share perspectives will change. Stock is cheap or expensive, and even went back again. The data classification 
for data analysis and SPSS software was used to extract descriptive and inferential statistics. To prove the research 
hypothesis test to compare two population means (t-student) were used. 
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Test hypotheses 
Test the first hypothesis: 
      To test this hypothesis, the average annual returns of growth stocks and value stocks at the end of each year 
based on the ratio B/M were classified at the beginning of the year, compared with taking favors. The 16 portfolios 
with different approaches and values formation and growth were compared. The data in Table 1 show that the 
portfolio value, with an average yield of 45.79% of 17.74% average efficiency and a larger portfolio of growth 
(average yield 28.05%) achieved. Well given the significant level 0.006 (less than .5%) is the value of the test 
statistic    (t = -2.85) assume a place in the reception area, it can be concluded that the holding period of one year, 
the average yield of the portfolio value there are significant portfolio growth and portfolio value so that the average 
returns than growth portfolios have earned. 
 

Table 1 Descriptive statistics for the data retention period of one year: 
holding period return on the , 1 year Portfolio 

number 
Output mean standard 

deviation 
Std. error 

Growth Stocks 8 28.05 19.02 2.26 
Value of Shares 8 45.89 29.58 5.22 

                                
Table (2) t-student test results for one-year holding period 

significant 
Level 

D f T statistics %95 Confidence 
Interval the Difference 

lower Upper 
.006 62 -2.85 -20.17 -5.21 

 

Test the second hypothesis: 
      To test this hypothesis, the average cumulative returns of growth stocks and value stocks each year based on the 
ratio B/M are classified in their first year, compared to the 14 portfolios are formed, were compared. The data in 
Table 3 show that the portfolio value yields 44.99% and portfolio growth medium yields 28.57% have created, as is 
evident in portfolio value of 16.41% average excess returns have. Statistical results the comparison in table 4 
indicate a significant disparity between the two communities is the 95% confidence level. 
 

Table 3 Descriptive statistics were kept for a period of 2 years. 
holding period return on the , 1 year Portfolio 

number 
Output mean standard 

deviation 
Std. 

error 
Growth Stocks 7 28.57 17.11 3.02 
Value of Shares 7 44.99 22.08 4.03 

 
Table (4) t-student test results for second holding period 

significant Level D f T statistics %95 Confidence 
Interval the Difference 

lower Upper 
.0002 62 -3.25 -26.49 -6.32 

 

Test the third hypothesis: 
To test this hypothesis, the average cumulative returns of growth stocks and value stocks each year based on 

the ratio B/M are classified at the beginning of their second year, compared to the 12 portfolios are formed, and 
were compared. The data in Table 5 shows that the portfolio value yields 44.3%, and portfolio growth medium 
yields 27.91% have created and the results of t-student  that level significant for the average return period of holding 
3 year during the study, .000, which is much smaller than .05 is 0, the test statistic (t = -3.844) assume a place in the 
reception area, so we conclude that the average yield growth with average returns of value stocks and growth stocks 
held in Tehran Stock Exchange for the period of 3 years, there is a significant difference. Thus the average return on 
the average portfolio returns portfolio value growth of 16.39% more. 
        

Table 5 Descriptive statistics for the data retention period of one year: 
holding period return on the , 1 year Portfolio number Output mean standard 

deviation 
Std. error 

Growth Stocks 6 27.91 15.01 2.65 
Value of Shares 6 44.03 19.23 3.4 

 
Table (6) t-student test results for third holding period 

significant 
Level 

D f T statistics %95 Confidence 
Interval the Difference 

Lower Upper 
.000 62 -2.85 -25.2 -7.95 
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The fourth hypothesis testing: 

To test this hypothesis, at the end of each year, the average cumulative returns of growth stocks and value stocks 
based on the B/M are classified at the beginning of their third year, has been compared. Considering that the average 
yield significant surface 4-year holding periods of .000, and this value is smaller than .05 is 0, the test statistic (t= -
3.926) in the reception area, assuming and be. In conclusion it can be said that the Tehran Stock Exchange, the average 
returns of value stocks with growth stocks kept for a period of 4 years, there are significant differences. Given the 
significant level of return for the average holding period of 4 years, .000, and this value is smaller than .05, the value of 
the test statistic (t= -3.926) in the reception area, assuming a placed. Thus the average value of portfolio returns 
(.42.05%), of the growth portfolio (with an average yield of .25.15%) of 16.8% if more of us. 

 
                     Table 7 Descriptive statistics were kept for a period of 4 years 

holding period return on the , 1 year Portfolio 
number 

Output mean standard 
deviation 

Std. error 

Growth Stocks 5 25.15 12.58 2/22 
Value of Shares 5 42.05 20.84 3.68 

 
Table (8) t-student test results for fourth holding period 

significant 
Level 

D f T statistics %95 Confidence 
Interval the Difference 

lower Upper 
.000 62 -3.926 -25.05 -8.29 

 
The fifth hypothesis testing: 
       To test this hypothesis, the average return on a cumulative stock growth and shareholder value at the end of 
each year based on the ratio B/M at the beginning of the last 4 years they have been classified, compared to the eight 
portfolios formed were compared. Chart data descriptive statistics show that the portfolio value yields 41.66% and 
portfolio growth medium yields 25.29% have created, as is evident in portfolio value of 16.31% average excess 
returns have. Statistical results compared the two communities in table 10 indicate a significant disparity between 
the level of confidence is 95%. 

 
Table (9) descriptive statistics were kept for a period of 5 years 

holding period return on the , 1 year Portfolio 
number 

Output mean standard 
deviation 

Std. error 

Growth Stocks 4 25.29 11.84 2.09 
Value of Shares 4 41.66 18.23 3.22 

 
Table (10) t-student test results for fifth holding period 

significant 
Level 

D f T statistics %95 Confidence 
Interval the Difference 

Lower Upper 
.0000 62 -4.259 -24.05 -8.68 

 
The sixth hypothesis testing: 

To test this hypothesis, the average cumulative returns of growth stocks and value stocks at the end of each 
year based on the ratio B/M at the beginning of the last 5 years they have been classified, compared, thus forming 
six portfolios are compared to each other. Data table 11 shows that the portfolio value yields 41.84% of 12.59% of 
portfolio growth (to yield 29.3%) have achieved. results of statistical comparison of the two communities in table 12 
indicate significant disparity between the community and its acceptance is assuming a 95% confidence level. 

 
Table 11 Descriptive statistics for the data retention period of 6 years 

holding period return on the , 1 year Portfolio number Output mean standard 
deviation 

Std. error 

Growth Stocks 3 29.3 11.49 2.03 
Value of Shares 3 41.84 17.43 3.08 

 
Table (12) t-student test results for sixth holding period 

significant 
Level 

D f T statistics %95 Confidence 
Interval the Difference 

lower Upper 
.001 62 -3.398 -19.92 -5.15 

 
 

1009 



Seyyed Bagher et al., 2013 
 
 

The seventh hypothesis testing: 
To test this hypothesis, the average cumulative returns of growth stocks and value stocks at the end of 2007 

and 2008 years based on the ratio B/M have been classified in the top 2001 and 2002 years, were compared. It 
consists of four portfolios were compared. Given the significant level of 0/08- 10% of this amount is smaller than 
the absolute value of the test statistic (t = -1.78) greater than 1. 645 assume a place in the reception area. So we can 
conclude that the Tehran Stock Exchange, the 90% confidence level between the average returns on value stocks, 
growth stocks with average returns for holding period of 7 years, there are significant differences. In this case, the 
average value of the average portfolio returns on portfolio returns than growth rate is 7%. 

 
Table 13 Descriptive statistics for the data retention period of 7 years 

holding period return on the , 1 year Portfolio number Output mean standard 
deviation 

Std. error 

Growth Stocks 2 32.05 12.96 2/29 
Value of Shares 2 39.05 17.98 3.17 

 
Table (14) t-student test results for seventh holding period 

significant Level D f T statistics %95 Confidence 
Interval the Difference 

lower Upper 
.008 62 -1.786 -14.83 -.83 

 
The eighth hypothesis testing: 
      To test this hypothesis, the average cumulative returns of growth stocks and value stocks at the end of 1387 
based on the B/M at the beginning of the 80 categories were compared. According to the data, descriptive statistics 
and t-student test results, a significant level (.611) greater than .10%, and the absolute value of the test statistic (t = -
.511) is smaller than the1.645 is Suppose a is the area of noncompliance, we can express the average stock return 
warns of value and growth stocks kept for a period of 8 years, there is no significant difference. 

 
            Table 15 Descriptive statistics for the data retention period of 8 years 

holding period return on the , 1 year Portfolio number Output mean standard 
deviation 

Std. error 

Growth Stocks 1 35.35 18.18 3.21 
Value of Shares 1 37.08 20.16 3.56 

 
Table (2) t-student test results for eighth holding period 

significant 
Level 

D f T statistics %95 Confidence 
Interval the Difference 

lower Upper 
.611 62 -.511 -12.05 -7.14 

 
Consistent with the findings and conclusions of others 

The results showed that the average value of portfolio returns for holding periods of 1 to 7 years of portfolio 
growth performance is better than average. Only kept for a period of 8 years, which was not significant. The 
difference in yield portfolios in order to circumvent the Maintenance 1 to 7 years old to 17.74%, 16.41%, 16.39%, 
16.8%, 16.31%, 12.59%, and 7 percent. The difference between the 6-year period, the 95% confidence level and 
maintained for a period of 7 years is significant at the 90% confidence level., As can be seen, the difference between 
the returns on value and growth portfolios for holding periods of one year greater than all other periods. 
  On the other hand everything over to 's more, the extent of this difference is reduced, so that the 8-year holding 
period returns for the eighth hypothesis and the value was compared to growth stocks, which could be statistically 
significant expression has not been observed. As noted in the research literature, the present study results Laporta, 
Lakvnyshvk, Shleifer & Vishny (1997), Fama & French (1998), Grout &d Gasper (2002), Trevino & Robertson 
(2002), Ganlachsvn (2005), Shah Mande (2006), Tehraney & khojestey (2008) the value of stock returns than 
growth stocks are known, are aligned. 
 
Suggestions 
        The results suggest, investors preferred to book value to market value and the highest B / M of the market place 
in your portfolio, the higher efficiency of the portfolio consists of stocks with the lowest B/M achieved. 

Also given that the difference between growth and value portfolio returns for the period of one-year holding 
period was more than the rest, recommended for the control of shareholders profitability portfolio For the period 
stock long value maintenance bought And fail years to adjust their portfolios to the highest B/M are in place. 
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The important thing is that the stock, what kind of value and growth, risk and return are different, yields 

relatively high growth stocks, while another group from the same stock returns is low or negative. 
Such case also applies for shares of value. Then assess the Securities and deciding to buy them, according to the 
growth or value stocks, are only one of the selection criteria. 

Factors such as a history of returns, the amount of systematic risk, the impact of economic conditions on the 
company's impact on the international situation, the level of profitability, how to provide capital and dividend policy 
and corporate executives ... In view of the fundamental factors that must be considered for the evaluation and 
selection of securities. 
Suggestions for future research are discussed as follows: 
Returns than growth stocks and value  
*) separation of different industries 
*) risk than growth stocks and value in periods of boom and bust market 
*) using standard CTEV, the cash flows of the share price (P / CF), the ratio of debt to equity  (D / E) ratio and the 
sales price (P / S) for identifying stocks of growth and value, and studies cited above. 
*) compare ratios of CTEV, D / E, S / P, P / CF, and B / M growth stocks and value stocks of each other on the 
circumstances. 
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