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 This paper presents an empirical investigation to determine whether or there is any difference 
between the returns of two value and growth portfolios, sorted by price-to-earnings (P/E) and 
price-to-book value (P/BV), in terms of the ratios of market sensitivity to index (β), firm size 
and market liquidity in listed firms in Tehran Stock Exchange (TSE) over the period 2001-
2008. The selected firms were collected from those with existing two-consecutive positive P/E 
and P/BV ratios and by excluding financial and holding firms. There were five independent 
variables for the proposed study of this paper including P/E, P/B, market size, market 
sensitivity beta (β) and market liquidity. In each year, we first sort firms in non-decreasing 
order and setup four set of portfolios with equal firms. Therefore, the first portfolio with the 
lowest P/E ratio is called value portfolio and the last one with the highest P/E ratio is called 
growth portfolio. This process was repeated based on P/BV ratio to determine value and growth 
portfolios, accordingly. The study investigated the characteristics of two portfolios based on 
firm size, β and liquidity. The study has implemented t-student and Levin’s test to examine 
different hypotheses and the results have indicated mix effects of market sensitivity, firm size 
and market liquidity on returns of the firms in various periods.  
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1. Introduction 
 

During the past few years, there have been several studies indicating that value stocks could outperform 
growth stocks (Bondt, & Thaler, 1985). Basu (1977) is believed to be the first who reported that low 
price-to-earnings (P/E) US stocks called value stocks may preserve higher average returns than firms 
with high P/E stocks called growth stocks. Chan et al. (1991) also reported a similar trend in value 
stocks using Japanese data. Such findings have been corroborated by Fama and French (1992, 1993, 
1996), Lakonishok et al. (1994), and Chan and Lakonishok (2004) in the US and Europe, Australia, 
and the Far East stock markets, respectively. Several investigations have implemented US data and the 
price-to-book value (P/BV) ratio to find out the value premium, which is the difference in returns 
between value and growth stocks. The use of the P/BV ratio was primarily motivated by the work of 
Fama and French (1992, 1995), which bring ambiguity on the validity of the Capital Asset Pricing 
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Model by indicating that the P/BV ratio and size were the key explanatory variables of US cross 
sectional average stock returns. 
Athanassakos (2009) shed light on the value premium using Canadian data from 1985–2005 and a look 
for process involving both P/E and P/BV ratios. The research provided a strong value premium over 
the sample period, which persisted in both bull and bear markets, as well as in recessions and recoveries. 
Barbee et al. (2008) investigated the relationships of different market multiples with subsequent annual 
returns for portfolios of liquid U.S. stocks. Huang et al. (2007) decomposed P/E ratios into a 
fundamental and residual components, which could not be described by the firm or economic 
fundamentals and reported that portfolios based on residual P/E ratios could preserve performance 
reversal only in overbid glamour stocks. Lam (2002) investigated the relationship between size, book-
to-market equity ratio, earnings–price ratio, and return for the Hong Kong stock market. They reported 
that we reported that β was unable to describe the average monthly returns on stocks continuously listed 
in Hong Kong Stock Exchange. However, three of the variables, size, book-to-market equity, 
and E/P ratios, appeared to be able to capture the cross-sectional variation in average monthly returns 
over the period.  
 
2. The proposed study  
 
This paper presents an empirical investigation to determine whether or there is any difference between 
the returns of two value and growth portfolios, sorted by price-to-earnings (P/E) and price-to-book 
value (P/BV), in terms of the ratios of market sensitivity to index (β), firm size and market liquidity in 
listed firms in Tehran Stock Exchange (TSE) over the period 2001-2008. The selected firms were 
collected from those with existing two-consecutive positive P/E and P/BV ratios and by excluding 
financial and holding firms.  
 
There were five independent variables for the proposed study of this paper including P/E, P/B, market 
size, market sensitivity beta (β) and market liquidity. In each year, we first sort firms in non-decreasing 
order and setup four set of portfolios with equal firms. Therefore, the first portfolio with the lowest P/E 
ratio is called value portfolio and the last one with the highest P/E ratio is called growth portfolio. This 
process was repeated based on P/BV ratio to determine value and growth portfolios, accordingly. The 
study investigated the characteristics of two portfolios based on firm size, β and liquidity.  Table 1 
shows the summary of some descriptive information of the data gathered from TSE market. 
 
Table 1 
The summary of some descriptive information 

Period N Mean 
Std. 

Deviation 
Min Max 

Percentiles 

25th 50th (Median) 75th 

2001-2002 220 41.0861 107.2839 -320.29 1074.39 -4.7325 14.265 63.8875 

2002-2003 228 56.4584 116.7570 -102.42 658.4 -6.1250 19.235 81.8650 

2003-2004 216 36.1269 84.3584 -91.09 480.17 -12.3550 8.785 61.5600 

2004-2005 248 -8.9243 109.6332 -1618.98 210.25 -28.6475 -6.48 11.7250 

2005-2006 276 30.7973 111.0195 -257.58 1328.02 -8.1825 6.84 34.1150 

2006-2007 260 19.8104 66.66835 -107.5 386.46 -16.3725 3.37 34.7075 

2007-2008 216 2.041 37.25533 -76.38 187.94 -20.315 0.275 19.94 

 
In addition, Table 2 demonstrates the results of Kolmogorov-Smirnov test. As we can observe from the 
results of Table 2, data were not normally distrusted and we need to use Levene's test for equality of 
variances to examine different hypotheses of the survey.  
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Table 2 
The summary of Kolmogorov-Smirnov test 

   
Year 

Return
01-02 02-03 03-04 04-05 05-06 06-07 07-08

N    220 228 216 248 276 260 216 

Normal Parameters Mean 41.0861 56.4584 36.126 -8.9243 30.7973 19.810 2.041 
   Std. Dev. 107.28 116.76 84.36 109.63 111.02 66.67 37.26
Most Extreme Absolute 0.178 0.186 0.161 0.308 0.242 0.166 0.106 

   Positive 0.178 0.186 0.161 0.23 0.242 0.166 0.106 

   Negative -0.171 -0.149 -0.139 -0.308 -0.213 -0.103 -0.057 

Kolmogorov-Smirnov Z  2.634 2.811 2.365 4.846 4.019 2.669 1.558 

Asymp. Sig. (2-tailed)    0 0 0 0 0 0 0.016 

 
3. The results 
 
In this section, we present the results of testing different hypotheses of the survey based on t-student 
and Levene's test for equality of variances. For all hypotheses, H0 indicates that two variances are equal 
(σ1

2 = σ2
2) and H1 denotes that the variances of two groups are not equal (σ1

2 ≠ σ2
2).  

 
3.1. First hypothesis: Difference between two value and growth portfolios according to P/E ratio 
 
The first hypothesis of the survey investigates whether there is any difference between the returns of 
two portfolios of value and growth in terms of P/E ratio. Table 3 shows the results of the survey. As 
we can observe from the results of Table 2, the null hypothesis is rejected for some years and it is 
accepted for some other years. 
 
Table 3 
The summary of the testing the first hypothesis 

Result sig 
Confidence interval 95%  

df  t  
Levene's test  

# of firms  μ μ   
Upper  Lower  Result  sig  F 

 is rejected H  0.03  107.14  3.17  108  2.1  2
2= σ2 

1σ  0.63  0.22  55  2001-2002  

is rejected H  0.01  113.63  12.51  91  2.47  2
2≠ σ2 

1σ  0.03  4.85  57  2002-2003  

is rejected H  0.02  67.90  4.80  106  2.28  
2

2= σ2 
1σ 0.15  2.05  54  2003-2004  

is accepted H  0.21  87.33  19.73-  122  1.25  
2

2= σ2 
1σ 0.18  1.75  62  2004-2005  

is accepted H  0.67  33.78  52.30-  135  0.42-  
2

2= σ2 
1σ 0.16  1.93  69  2005-2006  

is accepted H  0.20  31.90  6.87-  128  1.27  
2

2= σ2 
1σ 0.25  1.31  65  2006-2007  

is rejected H  0.03  27.96  0.75  106  2.09  
2

2= σ2 
1σ 0.54  0.36  54  2007-2008  

 

3.1.1 Difference between the returns of two value portfolios in terms of β 
 

The first sub-hypothesis of the first hypothesis determines whether or not there is any differences 
between two value portfolios in terms of their βs sorted by P/E ratio. Table 4 demonstrates the results 
of the survey. According to our survey, except in one year, most of the times, there were no significant 
differences between two value portfolios in terms of their betas.  
 

Table 4 
The summary of testing the difference between two value portfolios in terms of their betas 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.95  56.95  60.08-  24  0.05-  2
2= σ2 

1σ  0.25  1.34  13  2001-2002  
is accepted H  0.14  23.78  146.17-  26  1.51-  2

2≠ σ2 
1σ  0.00  8.38  14  2002-2003  

is accepted H  0.68  65.63  44.10-  24  0.40  2
2= σ2 

1σ 0.72  0.12  13  2003-2004  
is accepted H  0.62  16.95  27.84-  28  0.49-  2

2= σ2 
1σ 0.45  0.58  15  2004-2005  

is rejected H  0.06  56.95  3.60  32  1.92  2
2= σ2 

1σ 0.26  1.28  17  2005-2006  
is accepted H  0.53  20.64  38.9-  30  0.63-  2

2= σ2 
1σ 0.07  3.45  16  2006-2007  

is accepted H  0.24  51.64  13.58-  24  1.20  2
2= σ2 

1σ 0.77  0.08  13  2007-2008  
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3.1.2 Difference between two value portfolios in terms of firm size 
 
The second sub-hypothesis of the first hypothesis tries to find out whether or not there is any differences 
between two value portfolios in terms of their firm sizes sorted by P/E ratio. Table 5 shows the results 
of the survey. Based on the survey, except in one period, there were no significant differences between 
two value portfolios in terms of their firm sizes.  
 
Table 5 
The summary of testing the difference between two value portfolios in terms of their firm sizes 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.25  72.10  263.80-  24  1.17-  2
2= σ2 

1σ  0.07  3.36  13  2001-2002  
is accepted H  0.58  118.52  207.17-  26  0.55-  2

2= σ2 
1σ  0.69  0.15  14  2002-2003  

is rejected H  0.01  173.40  21.37  14.47  2.73  2
2≠ σ2 

1σ 0.00  9.71  13  2003-2004  
is accepted H  0.75  32.05  23.38-  28  0.32  2

2= σ2 
1σ 0.17  1.96  15  2004-2005  

is accepted H  0.53  58.83  31.03-  32  0.63  2
2= σ2 

1σ 0.46  0.55  17  2005-2006  
is accepted H  0.33  50.23  17.69-  30  0.97  2

2= σ2 
1σ 0.54  0.37  16  2006-2007  

is accepted H  0.49  17.16  34.54-  24  0.69-  2
2= σ2 

1σ 0.23  1.45  13  2007-2008  

 
3.1.3 Difference between two value portfolios in terms of firm liquidity 
 
The third sub-hypothesis of the first hypothesis tries to find out whether or not there is any differences 
between two value portfolios in terms of their firm liquidity sorted by P/E ratio. Table 6 presents the 
results of the findings. Based on the survey, for all cases, there were no significant differences between 
two value portfolios in terms of their firm liquidities.  
 
Table 6 
The summary of testing the difference between two value portfolios in terms of their firm liquidities 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.65  146.83 229.23- 24 0.45- 2
2= σ2 

1σ  0.33  0.97  13  2001-2002  
is accepted H  0.50  217.53 109.23- 26 0.68 2

2= σ2 
1σ  0.73  0.11  14  2002-2003  

is accepted H  0.76  75 55.77- 24 0.30 2
2σ =2 

1σ 0.53  0.39  13  2003-2004  
is accepted H  0.39  16.09 39.36- 28 0.85- 2

2= σ2 
1σ 0.77  0.08  15  2004-2005  

is accepted H  0.18  17.39 84.23- 32 1.37- 2
2= σ2 

1σ 0.08  3.06  17  2005-2006  
is accepted H  0.21  12.39 52.77- 30 1.26- 2

2= σ2 
1σ 0.17  1.98  16  2006-2007  

is accepted H  0.56  26.98 47.52- 17.06 0.58- 2
2= σ2 

1σ 0.01  6.28  13  2007-2008  

 
3.1.4 Difference between two growth portfolios in terms of β 
 
The fourth sub-hypothesis of the first hypothesis determines whether or not there is any differences 
between two growth portfolios in terms of their βs sorted by P/E ratio. Table 7 demonstrates the results 
of the survey. According to our study, except in one period, most of the times, there were no significant 
differences between two growth portfolios in terms of their betas.  
 
Table 7 
The summary of testing the difference between two growth portfolios in terms of their betas 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.35  127.84  48-  24  0.93  2
2= σ2 

1σ  0.06  3.73  13  2001-2002  
is accepted H  0.25  49.34  143.49-  26  1.15-  2

2= σ2 
1σ  0.44  0.60  14  2002-2003  

is rejected H  0.01  127.92  17.07  12.70  2.83  2
2≠ σ2 

1σ 0.00  15.03  13  2003-2004  
is accepted H  0.41  132.63  312.18-  28  0.82-  2

2= σ2 
1σ 0.08  3.31  15  2004-2005  

is accepted H  0.96  63.45  42.85-  32  0.39  2
2= σ2 

1σ 0.19  1.73  17  2005-2006  
is accepted H  0.74  68.62  49.37-  30  0.33  2

2= σ2 
1σ 0.49  0.47  16  2006-2007  

is accepted H  0.94  27.19  25.25-  24  0.07  2
2= σ2 

1σ 0.55  0.36  13  2007-2008  



M. A. Sadeghi Lafmejani / Accounting 3 (2017) 15

 
3.1.5 Difference between two growth portfolios in terms of β 
 
The fifth sub-hypothesis of the first hypothesis determines whether or not there is any differences 
between two growth portfolios in terms of their βs sorted by P/E ratio. Table 7 demonstrates the results 
of the survey. According to our study, which indicate there were some differences between two growth 
portfolios in terms of their betas.  
 
Table 7 
The summary of testing the difference between two growth portfolios in terms of their betas 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.11  16.07 146.31- 24 1.65- 2
2= σ2 

1σ  0.64  0.22  13  2001-2002  
is rejected H  0.03  6.03- 137.77- 26 2.24- 2

2= σ2 
1σ  0.34  0.93  14  2002-2003  

is rejected H  0.00  138.11 31.03 12.41 3.42 2
2≠ σ2 

1σ 0.00  17.05  13  2003-2004  
is accepted H  0.40  130.48 316.92- 28 0.85- 2

2= σ2 
1σ 0.07  3.47  15  2004-2005  

is accepted H  0.24  265.43 72.53- 16.55 1.20 2
2σ ≠2 

1σ 0.03  4.83  17  2005-2006  
is rejected H  0.07  95.44 3.78 30 1.83 2

2= σ2 
1σ 0.26  1.29  16  2006-2007  

is rejected H  0.00  10.68- 57.22- 20.66 3.03- 2
2σ ≠2 

1σ 0.02  6.05  13  2007-2008  

 
3.1.6 Difference between the returns of two growth portfolios in terms of liquidity 
 
The six sub-hypothesis of the first hypothesis determines whether or not there is any differences 
between two growth portfolios in terms of their βs sorted by P/E ratio. Table 8 shows the results of the 
survey. According to our study, there is no difference between two value and growth portfolios in terms 
of their betas.  
 
Table 8 
The summary of testing the difference between two growth portfolios in terms of their betas 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.64  105.36 66.91- 24 0.46 2
2= σ2 

1σ  0.47  0.53  13  2001-2002  
is accepted H  0.56  114.11 63.51- 26 0.58 2

2= σ2 
1σ  0.99  0.00  14  2002-2003  

is accepted H  0.18  14.18 69.79- 24 1.36- 2
2σ =2 

1σ 0.93  0.00  13  2003-2004  
is accepted H  0.45  305.97 141.77- 28 0.75 2

2= σ2 
1σ 0.07  3.51  15  2004-2005  

is accepted H  0.37  90 235.50- 32 0.90- 2
2σ =2 

1σ 0.07  3.30  17  2005-2006  
is accepted H  0.20  103.01 23.89- 15.92 1.32 2

2σ ≠2 
1σ 0.00  10.40  16  2006-2007  

is accepted H  0.98  27.06 28.02- 24 0.02- 2
2σ =2 

1σ 0.79  0.07  13  2007-2008  

 
3.2. Second hypothesis: Difference between two value and growth portfolios according to P/B ratio 
 
The second hypothesis of the survey examines whether there is any difference between the returns of 
two portfolios of value and growth in terms of P/BV ratio. Table 9 shows the results of the survey and 
the results are somehow mixed. Therefore, we cannot make a precise judgement.  
 
Table 9 
The summary of the testing the second main hypothesis 

Result sig 
Confidence interval 95%  

df  t  
Levene's test  

# of firms  μ μ   
Upper  Lower  Result  sig  F 

 is accepted H  0.54  34.57  65.24-  108  0.60-  2
2= σ2 

1σ  0.44  0.70  55  2001-2002  

is accepted H  0.15  77.45  12.17-  112  1.44  2
2= σ2 

1σ  0.06  3.47  57  2002-2003  

is rejected H  0.00  87.32  23.22  70.19  3.44  
2

2≠ σ2 
1σ 0.00  11.74  54  2003-2004  

is accepted H  0.18  17.39  89.06-  122  1.33-  
2

2= σ2 
1σ 0.22  1.45  62  2004-2005  

is accepted H  0.98  22.34  22.76-  131.28 0.01-  
2

2= σ2 
1σ 0.17  1.83  69  2005-2006  

is rejected H  0.00  67.16  17.13  96.39  3.34  
2

2≠ σ2 
1σ 0.00  7.46  65  2006-2007  

is accepted H  0.10  23.90  2.33-  106  1.63  
2

2= σ2 
1σ 0.13  2.29  54  2007-2008  
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3.2.1. Difference between the returns of two value portfolios in terms of β 
 
The first sub-hypothesis of the second hypothesis determines whether or not there is any differences 
between two value portfolios in terms of their βs sorted by P/BV ratio. Table 10 demonstrates the results 
of the survey. According to our survey, there were no significant differences between two value 
portfolios in terms of their betas.  
 
Table 10 
The summary of testing the difference between two value portfolios in terms of their betas 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.89  37.69  31.23-  24  0.19  2
2= σ2 

1σ  3.02  13  3.02  2001-2002  
is accepted H  0.30  40.09  124.69-  18.80  1.05-  2

2≠ σ2 
1σ  5.90  14  5.90  2002-2003  

is accepted H  0.57  126.88  72.02-  24  0.56  2
2= σ2 

1σ 0.02  13  0.02  2003-2004  
is accepted H  0.94  22.30  20.70-  28  0.07  2

2= σ2 
1σ 0.14  15  0.14  2004-2005  

is accepted H  0.70  27.28  39.74-  32  0.33-  2
2= σ2 

1σ 1.54  17  1.54  2005-2006  
is accepted H  0.82  63.08  50.67-  30  0.22  2

2= σ2 
1σ 0.09  16  0.09  2006-2007  

is accepted H  0.85  30.94  37.28-  24  0.19-  2
2= σ2 

1σ 0.23  13  0.23  2007-2008  

 
3.2.2 Difference between two value portfolios in terms of firm size 
 
The second sub-hypothesis of the second hypothesis tries to find out whether or not there is any 
differences between two value portfolios in terms of their firm sizes sorted by P/BV ratio. Table 11 
shows the results of the survey. Based on the survey, there were no significant differences between two 
value portfolios in terms of their firm sizes.  
 
Table 11 
The summary of testing the difference between two value portfolios in terms of their firm sizes 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.13  57.20  331.25-  12.17  1.53-  2
2σ ≠2 

1σ  0.00  8.34  13  2001-2002  
is accepted H  0.07  8.21-  181.21-.  26  1.86-  2

2= σ2 
1σ  0.13  2.44  14  2002-2003  

is accepted H  0.68  53.72  35.75-  24  0.41  2
2σ =2 

1σ 0.50  0.46  13  2003-2004  
is accepted H  0.41  132.63  312.75-  28  0.82-  2

2σ ≠2 
1σ 0.06  3.58  15  2004-2005  

is accepted H  0.80  56.63  44.47-  32  0.24  2
2= σ2 

1σ 0.29  1.14  17  2005-2006  
is accepted H  0.42  93.90  40.18-  30  0.81  2

2= σ2 
1σ 0.70  0.14  16  2006-2007  

is accepted H  0.27  46.37  13.89-  15.56  1.14  2
2σ ≠2 

1σ 0.00  8.73  13  2007-2008  

 
3.2.3 Difference between two value portfolios in terms of firm liquidity 
 
The third sub-hypothesis of the second hypothesis tries to find out whether or not there is any 
differences between two value portfolios in terms of their firm liquidity sorted by P/BV ratio. Table 12 
presents the results of the findings. Based on the survey, for all cases, there were no significant 
differences between two value portfolios in terms of their firm liquidities.  
 
Table 12 
The summary of testing the difference between two value portfolios in terms of their firm liquidities 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.65  146.83 229.23- 24 0.45- 2
2= σ2 

1σ  0.33  0.97  13  2001-2002  
is accepted H  0.50  217.53 109.23- 26 0.68 2

2= σ2 
1σ  0.73  0.11  14  2002-2003  

is accepted H  0.76  75 55.77- 24 0.30 2
2σ =2 

1σ 0.53  0.39  13  2003-2004  
is accepted H  0.39  16.09 39.36- 28 0.85- 2

2= σ2 
1σ 0.77  0.08  15  2004-2005  

is accepted H  0.18  17.39 84.23- 32 1.37- 2
2= σ2 

1σ 0.08  3.06  17  2005-2006  
is accepted H  0.21  12.39 52.77- 30 1.26- 2

2= σ2 
1σ 0.17  1.98  16  2006-2007  

is accepted H  0.56  26.98 47.52- 17.06 0.58- 2
2= σ2 

1σ 0.01  6.28  13  2007-2008  
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3.2.4 Difference between the returns of two growth portfolios in terms of β 
 
The fourth sub-hypothesis of the second hypothesis determines whether or not there is any differences 
between two growth portfolios in terms of their βs sorted by P/BV ratio. Table 13 demonstrates the 
results of the survey. According to our study, except in two periods, most of the times, there were no 
significant differences between two growth portfolios in terms of their betas.  
 
Table 13 
The summary of testing the difference between two growth portfolios in terms of their betas 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.19  103.31  22.45-  24  1.32  2
2= σ2 

1σ  0.49  0.47  13  2001-2002  
is accepted H  0.28  39.97  130.50-  26  1.09-  2

2= σ2 
1σ  0.32  1  14  2002-2003  

is rejected H  0.00  86.14  14.96  24  2.93  2
2σ =2 

1σ 0.06  3.87  13  2003-2004  
is accepted H  0.64  22.74  36.07-  17.86  0.47-  2

2σ ≠2 
1σ 0.00  11.14  15  2004-2005  

is rejected H  0.02  11.02-  130.75-  20.46  2.46-  2
2σ ≠2 

1σ 0.01  6.51  17  2005-2006  
is accepted H  0.45  22.48  49.02-  30  0.75-  2

2= σ2 
1σ 0.30  1.07  16  2006-2007  

is accepted H  0.13  39.66  5.63-  24  1.55  2
2= σ2 

1σ 0.22  1.56  13  2007-2008  

 
3.2.5 Difference between the returns of two growth portfolios in terms of size 
 
The fifth sub-hypothesis of the second hypothesis determines whether or not there is any differences 
between two growth portfolios in terms of their sizes sorted by P/BV ratio. Table 14 demonstrates the 
results of the survey. According to our study, except one period, there were no differences between two 
growth portfolios in terms of their sizes.  
 
Table 14 
The summary of testing the difference between two value portfolios in terms of their sizes 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.8  47.43  60.28-  24  0.24-  2
2= σ2 

1σ  0.81  0.05  13  2001-2002  
is accepted H  0.15  20.04  117.20-  26  1.45-  2

2= σ2 
1σ  0.62  0.25  14  2002-2003  

is accepted H  0.98  29.6  29.09-  24  0.01  2
2σ =2 

1σ 0.25  1.33  13  2003-2004  
is rejected H  0.00  66.62  16.61  28  3.40  2

2= σ2 
1σ 0.16  1.99  15  2004-2005  

is accepted H  0.8  34.17  43.54-  32  0.24-  2
2σ =2 

1σ 0.60  0.27  17  2005-2006  
is accepted H  0.38  32.15  12.79-  30  0.87  2

2= σ2 
1σ 0.81  0.05  16  2006-2007  

is accepted H  0.72  21.37  23.59-  24  0.10-  2
2σ =2 

1σ 0.72  0.12  13  2007-2008  

 
3.2.6 Difference between the returns of two growth portfolios in terms of liquidity 
 
The six sub-hypothesis of the second hypothesis determines whether or not there is any differences 
between two growth portfolios in terms of their liquidities sorted by P/BV ratio. Table 15 shows the 
results of the survey. According to our study, except two periods, there were no differences between 
two growth portfolios in terms of their betas.  
 
Table 15 
The summary of testing the difference between two growth portfolios in terms of their liquidity 

Result sig Confidence interval 95%  df  t  Levene's test  # of firms  μ μ   

Upper  Lower  Result  sig  F 

is accepted H  0.89  70.43  80.08-  24  0.13-  2
2= σ2 

1σ  0.32  1.01  13  2001-2002  
is rejected H  0.03  168.09  4.60  20.46  2.20  2

2σ ≠2 
1σ  0.01  7.78  14  2002-2003  

is accepted H  0.76  50.11  37.08-  24  0.30  2
2σ =2 

1σ 0.95  0.00  13  2003-2004  
is accepted H  0.10  5.46  53.91-  28  1.67-  2

2= σ2 
1σ 0.36  0.83  15  2004-2005  

is rejected H  0.01  132.95  20.67  18.61  2.86  2
2σ ≠2 

1σ 0.002 10.93  17  2005-2006  
is accepted H  0.93  32.16  29.79-  18.98  0.08  2

2σ ≠2 
1σ 0.01  6.23  16  2006-2007  

is accepted H  0.30  11.20  34.44-  24  1.05-  2
2σ =2 

1σ 0.54  0.38  13  2007-2008  
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4. Conclusion 
 
This paper has presented an empirical investigation to determine whether there is any difference 
between the returns of two value and growth portfolios, sorted by P/E and P/BV, in terms of the ratios 
of market sensitivity to index (β), firm size and market liquidity in listed firms in Tehran Stock 
Exchange (TSE) over the period 2001-2008. The study has implemented t-student and Levin’s test to 
examine different hypotheses and the results have indicated mix effects of market sensitivity, firm size 
and market liquidity in various periods. The results of this survey are somehow in contrast with other 
findings, which indicated the superiority of value stock against growth stock. In other words, the results 
of our survey did not find any evidence to claim that the value stocks listed on TSE would outperform 
growth ones. Moreover, while there were no differences between the variances of two growth and value 
portfolios in terms of liquidity, the effects of β and market size were somehow mixed.   
 
Acknowledgement 
 
The authors would like to thank the anonymous referees for constructive comments on earlier version 
of this paper. 
 
References 
 
Athanassakos, G. (2009). Value versus growth stock returns and the value premium: the Canadian 

experience 1985-2005. Canadian Journal of Administrative Sciences, 26(2), 109. 
Basu, S. (1977). Investment performance of common stocks in relation to their price‐earnings ratios: A 

test of the efficient market hypothesis. The journal of Finance, 32(3), 663-682. 
Barbee, W. C., Jeong, J. G., & Mukherji, S. (2008). Relations between portfolio returns and market 

multiples. Global Finance Journal, 19(1), 1-10. 
Bondt, W. F., & Thaler, R. (1985). Does the stock market overreact?. The Journal of finance, 40(3), 

793-805. 
Chan, L. K., & Lakonishok, J. (2004). Value and growth investing: Review and update. Financial 

Analysts Journal, 60(1), 71-86. 
Fama, E.F., & French, K.R. (1992). The cross section of expected stock returns. Journal of Finance, 

47(2), 427–465. 
Fama, E.F., & French, K.R. (1993). Common risk factors in the returns on stocks and bonds. Journal 

of Financial Economics, 33(1), 3–56. 
Fama, E.F., & French, K.R. (1995). Size and book-to-market factors in earnings and returns. Journal 

of Finance, 50(1), 131–155. 
Fama, E. F., & French, K. R. (1996). Multifactor explanations of asset pricing anomalies. The journal 

of finance, 51(1), 55-84. 
Lakonishok, J., Shleifer, A., & Vishny, R. W. (1994). Contrarian investment, extrapolation, and 

risk. The journal of finance, 49(5), 1541-1578. 
Lam, K. S. (2002). The relationship between size, book-to-market equity ratio, earnings–price ratio, 

and return for the Hong Kong stock market. Global Finance Journal, 13(2), 163-179. 
Huang, Y., Tsai, C. H., & Chen, C. R. (2007). Expected P/E, residual P/E, and stock return reversal: 

time-varying fundamentals or investor overreaction?. International Journal of Business and 
Economics, 6(1), 11.  



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


