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Abstract

Earning news is of particular importance to investors, and investors’ emotions are expected
to influence their reaction to the actual content of earning news. Also, it is expected that
positive emotions along with the publication of positive earning news and negative
emotions along with the publication of negative earning news have a double effect on stock
returns. In this regard, five hypotheses were developed in this study. A sample consisting
of 125 companies was selected from among the companies listed on the Tehran Stock
Exchange (TSE) from 2014 to 2019, and a multivariate regression model was used to test
the hypotheses. The findings of the study showed that in companies with high emotions,
the sensitivity of returns to good earning news was higher, and in companies with low
emotions, the sensitivity of returns to bad news was higher. Also, the results indicated the
informational content of earning news. These findings remind investors to be careful of the
irrational market atmosphere and to pay more attention to overreacting to earning news
both from the negative and positive aspects of price changes.

Keywords: Investors’ Emotions, Adjusted Stock Returns, Profit News, Increasing
Reaction.
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