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Objective: The present study aims to provide a model based on the factors
influencing financial market indices under Iran's environmental conditions.
Methodology: This research, due to its practical recommendations, is an
applied study and presents a novel exploratory model. Data collection for this
study was conducted using semi-structured interviews. The research sample
consisted of 15 experts from the Tehran Stock Exchange, each with over 10
years of experience working as economic and market analysts. In this study, an
Interpretive Structural Modeling (ISM) approach was used to design a model.
Findings: Through ISM analysis using the exploratory model, 18 factors were
identified. These include macroeconomic indices such as economic growth,
inflation rate, unemployment rate, and exchange rate, alongside electoral
indices such as presidential election results, parliamentary election results,
changes in economic policies, social policy changes, cultural policy changes,
instability, and unpredictability. Additionally, political uncertainty indices,
including a decline in trading volume, regional conflicts in the Middle East,
domestic reactions and dissatisfaction, reduced investor confidence, and price
fluctuations, can impact financial market indices, including secondary indices,
risk indices, and price indices.

Conclusion: The findings of this study indicate that Iran's financial market
indices are influenced by various economic, political, and social factors, and
accurately identifying these factors can contribute to the development of more
effective predictive models.

Keywords: Elections, Macroeconomic Indices, Financial Market Indices,
Political Uncertainty.
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EXTENDED ABSTRACT
Introduction

Financial markets are inherently influenced by a complex interplay of economic, political, and social
factors. In the context of Iran, various macroeconomic indicators such as GDP growth, inflation, unemployment
rate, and exchange rates play a crucial role in shaping market trends. Additionally, political uncertainties, including
election outcomes and policy changes, significantly impact investor confidence and market stability (Hasanzadeh et
al., 2023; Karimi et al., 2023). Previous studies have highlighted how electoral events can trigger stock market
fluctuations as investors respond to potential policy shifts that may influence economic growth and stability
(Olokoyo et al., 2020). Furthermore, political uncertainties, such as regional conflicts and domestic dissatisfaction,
often increase investors' risk aversion, which can adversely affect market performance (Chepkoiwo, 2011).

Elections are critical events that can result in substantial volatility in financial markets. Investors'
anticipation of election outcomes and their implications for future policies often lead to significant market reactions
before and after the elections (Yazdan Panah & Ahmadi Mousavi, 2023). Empirical studies indicate that stock markets
tend to exhibit negative reactions before elections due to uncertainties surrounding policy directions, while post-
election periods can either stabilize or destabilize markets depending on the legitimacy and effectiveness of the
elected government (Ma et al., 2022). The interconnection between macroeconomic variables and political events
underscores the importance of a comprehensive framework that integrates both economic and political factors in
predicting financial market behavior (Pocius et al., 2014).

This study aims to provide a comprehensive model that captures the influential factors affecting Iran’s
financial market indices under its unique environmental conditions. By employing an Interpretive Structural
Modeling (ISM) approach, the research seeks to identify key variables and their interdependencies to enhance
understanding and decision-making in the financial sector.

Methodology

The study adopts an applied research approach with a focus on developing an exploratory model to identify
key factors influencing financial market indices in Iran. Data collection was conducted through semi-structured
interviews with 15 experts from the Tehran Stock Exchange, each possessing over a decade of experience as
economic and market analysts.

The Interpretive Structural Modeling (ISM) technique was used to analyze the data, enabling the
identification of relationships between various influencing factors. The research framework consists of 18 identified
factors categorized into macroeconomic indices, electoral indices, and political uncertainty indices. The ISM
method facilitated the structuring of these factors into a hierarchical model to understand their interactions and
influence on financial market performance.

Findings

Through ISM analysis, the study identified 18 critical factors affecting financial market indices. These
factors were categorized into three primary dimensions:
1. Macroeconomic Indicators:
o GDP growth rate
o Inflation rate
o Unemployment rate



o Exchange rate
2. Electoral Indicators:
o Presidential election results
Parliamentary election results
Economic policy changes
Social policy changes
Cultural policy changes
o Political instability and unpredictability
3. Political Uncertainty Indicators:
o Decline in trading volume
o Regional conflicts in the Middle East
o Domestic reactions and dissatisfaction
o Reduced investor confidence
o Price fluctuations
The ISM model revealed that macroeconomic factors directly impact financial market indices, while
electoral and political uncertainty indicators exert indirect but significant influences. The analysis showed that
uncertainty surrounding policy changes and geopolitical events led to increased market volatility and risk perception
among investors. The findings also indicated that periods of economic instability were characterized by lower
investor confidence and reduced market participation.

o O O O

Discussion and Conclusion

The results of the study highlight the intricate relationship between economic, political, and social factors
in influencing financial market performance in Iran. The developed ISM model provides a structured framework
that helps policymakers, investors, and financial analysts better understand the interdependencies among these
factors.

The study emphasizes the need for policymakers to adopt proactive strategies to mitigate the adverse effects
of political uncertainty on financial markets. By ensuring greater transparency and stability in economic policies,
investor confidence can be strengthened, leading to more stable market conditions.

Additionally, the findings underscore the importance of considering electoral cycles and geopolitical
dynamics when making investment decisions. Investors should adopt a diversified approach to mitigate risks
associated with political uncertainties and macroeconomic fluctuations.

Future research could explore the application of the proposed model in other emerging markets with similar
political and economic environments. Expanding the scope of research to include quantitative analysis could
provide further validation and insights into the predictive capabilities of the model.

In conclusion, the study provides a comprehensive and practical framework for understanding the key
determinants of financial market performance in Iran. The insights gained can be instrumental in formulating
effective financial strategies and policies to enhance market resilience and stability.
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