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Abstract

The corona virus epidemic in the last few years and its subsequent negative economic
consequences have provided a good opportunity to conduct experimental research in
order to investigate the effects and consequences of this epidemic in the environmental
conditions of the country and to create an insight for the possibility of repeating this
experience. Therefore, the aim of the current research is to investigate the sentiments of
investors and the reaction of the Iranian capital market to the epidemic of the Corona
virus with the approach of event research, which is based on the data of 204 companies
admitted to the Tehran Stock Exchange during the period of 8 months from 16 october
2019 to 17 june 2020 and using pairwise comparison test. The results of this research
have shown that there is a significant difference in the sentiments of investors in the
Iranian capital market before and after the spread of the corona virus, and the sentiments
of investors in the capital market have increased after the announcement of the corona
epidemic. Also, the findings have shown that with the announcement of the Corona
epidemic, abnormal returns have been created for up to four days. Also, due to the
uncertain future of the society and uncertainty in the economy, the capital market has
experienced price fluctuations, and after two to five days, the volume of stock transactions
has undergone unusual changes, in order to respond to the price fluctuations. The present
findings, by examining the factors affecting the balance of the capital market and
encouraging the government during the Corona epidemic, can prevent the occurrence of
price shocks and unusual stock fluctuations in similar cases and reduce the emotional
behavior of investors in the occurrence of risky behaviors.

1. Introduction

One of the essential topics in the psychology of the market and investors is the
investigation of investors' feelings, tendencies, and behavioral biases. The emotional
inclinations of investors indicate their optimism and pessimism towards a particular stock,
which mainly leads to decisions based on subjective judgments and the emergence of
behavioral biases due to the lack of correct valuation of companies. Based on theoretical
foundations, Therefore, it is essential to consider the tendencies and feelings of investors
that lead to over-reaction or under-reaction consequences in the capital market.
Behavioral finance theories are based on the view that some of the changes and
fluctuations in the price and yield of securities, without any fundamental reason, are
related to the emotional tendencies of investors based on optimism or pessimism towards
a share, and the emotions and feelings of investors prevail based on rational behavior,
they shape the direction of the stock price. In the last few years, the emergence of the
corona virus phenomenon and its spread and the social concerns and negative economic
consequences that follow, as a serious and important challenge, have affected the
decision-making model of investors and much psychological pressure in the conditions
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of this virus epidemic on the behavior, and created investor sentiments. In this regard,
examining, understanding and recognizing the challenges of organizations, along with
examining effective and feasible solutions and measures in facing similar biological
crises, can serve as a road map for planning in the direction of crisis management in the
future.

2. Research hypothesis

The first hypothesis: There is a significant difference between the sentiments of
investors in the Iranian capital market before and after the spread of the corona virus.
The second hypothesis: There is a significant difference in the reaction of Iran's capital
market before and after the spread of the corona virus.

The first sub-hypothesis: There is a significant difference in stock returns in the Iranian
capital market before and after the spread of the corona virus.

The second sub-hypothesis: There is a significant difference in the volume of stock
transactions in the Iranian capital market before and after the spread of the corona virus.

3. Methods

In order to investigate and analyze the hypotheses, the information related to the data of
204 companies admitted to the tehran stock exchange (TSE) during the period of 8 months
from 16 october 2019 to 17 june 2020 was extracted and the paired comparison test
method was used.

4. Results

Based on the results of the first hypothesis, there is a significant difference between
investors' sentiments before and after the spread of the corona virus. after the
announcement of the corona epidemic, the sentiments of the investors in the capital
market have increased. Also, the results of the second hypothesis of the research show
that there is a significant difference in the reaction of the iranian capital market before
and after the spread of the corona virus, the iranian capital market generated abnormal
returns for four days, and due to the uncertain future of the society, economy and the
market has fluctuated in price, and after two to five days, the volume of stock transactions
has undergone abnormal changes to respond to the price fluctuation.

5. Discussion and Conclusion

The findings of the present study show that there is a significant difference in the
emotional behavior of investors and the reaction of the iranian capital market (stock
returns and stock trading volume) before and after the spread of the corona virus. with the
announcement of the corona epidemic in iran, the iranian capital market has generated
abnormal returns for up to four days, and after two to five days, the volume of stock
transactions has undergone unusual changes to respond to the price fluctuation;
Therefore, shareholders and investors are suggested to analyze and predict the return of
the capital market to non-economic news, especially political and social news, which can
affect the entire business environment of a country or even to influence the world, pay
attention. Also, according to the pricing mechanism of the capital market to the news of
the corona epidemic, after the intervals of two to five days, and the reaction of the capital
market activists to the news of the corona epidemic, it is suggested to the capital market
analysts and investors that after the occurrence of social or political phenomena don't buy
and sell immediately and wait for the overreaction of the capital market to subside.
Keywords: Abnormal Stock Returns, Abnormal Stock Trading Volume, Investor
Sentiments, Spread Of The Corona Virus.
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