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Abstract

The goal of present research is to investigating the nonlinear relationship between growth and
profitability of the companies listed in Tehran Stock Exchange (TSE). In this regard, the
effects of firm size, financial leverage and liquidity ratio have been controlled. The sample of
present study consists of 173 listed companies of Tehran Stock Exchange during 2003 to
2011. First, after examining the literatures, which has confirmed the nonlinear relationship
between growth and corporate profitability, this study attempted to assess the reliability of
data using Levin, Lin and Chow Test, and then nonlinear relationship is estimated using
Eviews software. Results express that there is a significant nonlinear relationship between
growth and corporate profitability such that coincided with the growth of the company, its
profitability increases. However this relationship has a threshold, and from that point
onwards, with the increase of the company grows in any amount, its profitability will
decrease.

Keywords: Firm Growth, Firm profitability, Tehran stock exchange.
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1. Agency Theory
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3. Ordinary Least Squares (OLS)
4. Two-Stage Least-Squares (TSLS)
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1. Scale Economies
2. Experience Curve Effects
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4. Flint

5. Coad

6. Least Absolute Deviations
7. Nakano & Kim

8. Jang & Park
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