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Abstract

Investor sentiment, reflecting emotional states such as optimism, pessimism, fear,
and greed, plays a critical role in shaping stock market volatility and returns, yet it
is often overlooked in traditional finance models. This study investigates the impact
of social media-derived investor sentiment on the Tehran Stock Exchange (TSE)
index volatility in response to macroeconomic news such as interest rates, inflation,
and exchange rate fluctuations. Using textual data collected from financial social
networks, a TSE-specific sentiment index was constructed via sentiment analysis
with a tailored financial lexicon. The dynamic relationship between investor
sentiment and TSE index movements was analyzed using statistical correlation and
regression techniques, complemented by deep learning (LSTM) modeling for
predictive validation. The findings reveal a significant positive correlation between
investor sentiment and index volatility, with evidence of a lagged effect, where
sentiment influences market movements on subsequent trading days. Additionally,
the results indicate asymmetric effects, with stronger impacts during bullish market
phases. This research provides empirical evidence for the behavioral finance
framework in an emerging market context, highlighting the importance of
monitoring social media sentiment for risk assessment, market regulation, and
improved investment decision-making.

Keywords: Investor Sentiment; Social Media Sentiment; Macroeconomic News;
Stock Market Volatility; Emerging Markets.
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