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Abstract

The information diffusion and interactions within financial markets have a
significant impact on the price discovery process and the sentiment and risk
dispersion. For the Tehran Stock Exchange, as the most important part of the
capital market of Iran, little research has been conducted on the transfer
entropy and the information flow within the market. In this research, the
dynamics of information flow are investigated between the 39 major
industries from March 27, 2010, to June 21, 2023. Effective transfer entropy
is used to measure the intensity of information flow between industries
indices. The sequence of information matrices is created by rolling one week
window of length one year. Considering that the research period covers
some critical events, their impact on the information flow is investigated
through the Frebannius distance-based k-nearest neighbour network,
Influence Strength analysis, and threshold network. Results show that the
effective transfer entropy matrix has time-varying characteristics and is
stable over most periods; In addition, most of the critical events have
significantly influenced the dynamics of information flow. Moreover,
abnormal values of Influence Strength are associated with market volatility
and major events. Further, the dominant source of information in the
sequence of the information flow network changes over time, indicating that
the dominant industry in the network is not sustainable.
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