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Investigating the relationship between risk aversion and stock returns can help to better
understand the behavior of investors in the capital market. How investors view risk and how
this attitude has a direct impact on stock returns is important. This information can help us to
adopt more appropriate investment strategies in the capital market. Therefore, this research
was conducted with the aim of investigating the non-linear relationship between risk aversion
and stock returns among companies listed on the Tehran Stock Exchange. In terms of the
purpose, this research is considered as applied research, from the aspect of inference, it is
placed in the descriptive-correlation research group. To collect information, Y¢Y companies
were selected as a statistical sample from the Tehran Stock Exchange in the period from ¥4
to Y¢:). Research hypotheses were analyzed using panel data regression and combined
regression in Eviews): software. The analysis of hypotheses to investigate nonlinear
relationships using the generalized least square method (EGLS) showed that risk aversion
caused by the standard deviation of stock returns has an R-shaped nonlinear effect on stock
returns. Risk aversion caused by the difference between the expected return and the actual
return has a non-linear U-shaped effect on stock returns. Risk aversion caused by the
difference between dividends and bank profits has a non-linear U-shaped effect on stock
returns. Risk aversion caused by the difference between dividends and government bond
yields does not have a significant non-linear effect on stock returns.
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