[ Downloaded from gjfep.ir on 2026-07-12 ]

[ DOI: 10.61186/gjfep.12.45.39 ]

Quarterly Journal of Fiscal and Economic Policies
Spring 2024, Vol. 12, No. 45, PP. 39-66

Investigating the effect of investors sentiments on price
formation behavior in the Tehran stock market

Ali Yousefi”

Ph.D. Candidate of Econometrics, Department of Economic Science, Kish
International Campus, University of Tehran, Iran.

Ezatollah Abbasian

Associate Professor, Department of Economic, Faculty of Economic, University
of Tehran, Iran.

Ali Souri

Associate Professor, Department of Management, Faculty of Management,
University of Tehran, Iran.

Received: 29/08/2023 Accepted: 18/11/2023

Abstract:

This study measured the investor sentiment to understand its role in the behavior of the Tehran
Stock Exchange and its relationship with the stock price during a monthly period from March
2016 to March 2022. The returns on some TSE-listed indices were compared to analyze the
relationship between the investor sentiment and the stock price. This study improves our
understanding of the price formation process at purchases or sales caused by sentiments acting
as the major determinant of the stock price change. Statistical evidence indicates the impact of
sentiments on the price formation process in specific TSE-listed indices. The autoregressive
integrated moving average (ARIMA) was employed to estimate parameters and the behavior
induced by the investor sentiment. According to the results, they respond asymmetrically to
sentiment changes and trade more aggressively when sentiments reduce. There are also
significant relationships between some of the market variables and the investor sentiment.
Finally, comparing the sentiment index with each price index of the market will lead to the
conclusion that there is a positive significant relationship between the sentiment tendency and
the price formation process at the Tehran Stock Exchange.
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1. Efficient Market Hypothesis
2. Robert C. Merton (1973, 1980)
3. Roger M. Edelen & Alan J. Marcus & Hassan Tehranian (2010)
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3. Natividad Blasco & Pilar Corredor & Sandra Ferreruela (2011), Michael Lemmon and
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5. Market Price of Risk
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1. Rahul Verma & Gokce Soydemir (2008)

2. Malcolm Baker & Jeffrey Wurgler (2006, 2007)
3. Divya Aggarwal (2019)

4. Ahmed Bouteska (2020)
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1. Tulip Mania (1637)

2. South Sea Bubble (1720)

3. Richard L. Peterson (2016)

4. Sven-Kristjan Bormann (2013)
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1. George Loewenstein & Jennifer S. Lerner (2003)
2. David Tuckett & Richard Taffler (2008)
3. Ming Gu & Wenjin Kang & Bu Xu (2018)


https://onlinelibrary.wiley.com/action/doSearch?ContribAuthorRaw=Tuckett%2C+David
https://onlinelibrary.wiley.com/action/doSearch?ContribAuthorRaw=Taffler%2C+Richard
http://dx.doi.org/10.61186/qjfep.12.45.39
http://qjfep.ir/article-1-1539-en.html

[ Downloaded from gjfep.ir on 2026-07-12 ]

[ DOI: 10.61186/gjfep.12.45.39 ]

g0 ...)té)).g o‘)‘f:\ib’w Olwlus] )J‘ @

ple 5L OIS ale 1 Glaws Sy po a1y LS 0l 5 0T s C,b‘(\«/\i )4Ad)
Nie b (T wle s Sleaas 5 diS o alslee Sl ulul oS W S Cay
3 s b 01, S0l 5 487 S e 0L T0188Y) (635 5 (I pmimman €S o S
o3litul bl 5 015 oo 1y OB A alolas 35 oMie a5 510518 o 3T 150 glacas
(et 13,5 luaib (0,5 0lus) oMie 8 5 (Sledbl OB uS adolns) Mie
ol Cond Ly il o b S Sl b Sl B sl OIS e o gl S5 LS
A b oo LIl glodin | K w0 a8 (0T 3120, T &Sy 5 i)
sl 5 S T840 s 5 Y s S0l s 0, S dlelas &7 55 ol L
Ol 5 a1 OIS ey Sl o8 L5587 3 jma 1, (DSSW) Ja g & gy (sla
S AS oo )Ll LaOT cdas o 5l 5 ASTE 5550 ¢ 2 ls (Al 5 S3e Jule &5
s L 5wl 1 e s OIS e o iy Jo e JLiby 4o mte (luleo|
S8 ISt 55 T L a0 ST e T088A) OKen 5 s sl 3 gt p OIS e e
10157 (US) 51 8 5o 4 05 m Joke &5 sy G b o Sie S g 4 5l5 55 50 slakeT
L a8 o e 5 U5 o Ll 03 o iy Dl Gds Loy o 51 s ol s
SUBSI 5 50 3 s e )3 (6,8 g 5 IS bl wlul py Lo S| 4 OIS 4 le
Slalaat O ey 5505 (Y0 0V) I8 55 5 S idias oo O A 1 i b 2eS™ (5ST
A 555 2K d0sls S5 s 355 1 plem Coed Sy BOT ez 1 5 e
J_z;u(.,;,&uf)w.s_,gJﬁuJ_u,-lJ,|:¢),_¢j>4_3|)|s;_;ﬁ(w~~9>

sl 5 LaoT Slallls L lwlyon rass cpl s S G ol ploms 40 S (ol (G 5 55

1. Albert.S Kyle & Fischer Black (1985, 1986)

2. Charles.M.C Lee & Mark.J Ready (1991)

3. J. Brandford De Long & Andrei Shleifer & Lawrence H. Summers & Robert J. Waldmann
(1990)

4. DeLong, Shleifer, Summers, and Waldmann (DSSW) model

5. Nicholas Barberis & Andrei Shleifer & Robert Vishny (1998)

6. Investor Sentiments
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1. Emotional orientation of investors
2. Equity Market Sentiment Index
3. Anne Leah Jones (2005)
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1. Box-Jenkins methodology
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1. Jarque-Bera Test
2. Unit Root Test (Advanced Dickey-Fuller)
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1. Durbin-Watson Statistics
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