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Abstract

The purpose of this article is to investigate the effect of behavioral deviations on
the pricing of financial assets with the assumption that sentiment is an important
and relevant risk factor in the Iranian capital market. This paper also examines
the effect of sentiment, momentum, size, value, and market risk premium by
estimating the Multi-Factor Asset Pricing Model (APT). In order to perform
empirical analysis, the quarterly returns of companies listed on the Tehran Stock
Exchange in the period 2010-2019 in the form of 18 stock exchange groups
including 63 listed companies are used. Using two indicators of market turnover
sentiment. and sentiment effect. we estimate the sentiment index and by
extending the Carhart model and considering two sentiment variables in the
form of SAPM model, coefficients estimate by using Hausman-Taylor panel
data method. The results of the model show that in the SAPM model, the
sentiment variable is very important and significant and have a positive
relationship with the average seasonal rate of return of different stock exchange

groups.
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