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Abstract

Objective

Financial markets are considered to be a kind of complex network due to the interaction
and interrelationship of its various actors. Therefore, the development of stock
communication networks is an important issue for discovering potential connections
between different companies. Therefore, the purpose of this research is to investigate and
analyze the communication structure of companies in the capital market based on price,
return, and trading volume of stock with a network approach.

Methods

This study employs a quantitative research methodology, specifically focusing on
network analysis. The data were collected in the period between 2017 and 2021 and
analyzed using the network analysis method and with the help of Excel 2021, SPSS 26,
UCINET 6, and its complementary package NetDraw. In addition to the general analysis
and review of the price, returns, and trading volume of the stock correlation network, the
performance of each node in the network was also investigated using micro-indices.
Centrality is one of the most important micro-concepts of network analysis, which
examines the influence and importance of people in the network. Also, it was studied
with three indices of degree, betweenness, and closeness of centrality of network nodes.

Results

The results indicated that as the correlation basis expands, there is a decrease in
communication between different companies along with an increase in irregularity. The
higher the correlation basis, the less likely it is to be affected by a common variable or
interaction, which will reduce the correlation between stocks. In addition, there are
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companies in the communicative network that are in a better position than the rest. They
may have higher connections, faster access to information, and greater influence over
other units' price changes. As a result, these companies can play a decisive and leading
role, or in other words, the role of key and influential actors in the governing structure.
Also, the results showed that in the second period of 2021 compared to the first period,
communication networks were much more erratic and scattered.

Conclusion

Considering the importance of capital market communication networks and the decisive
role of key companies, relationship pattern analysis helps to increase transparency, reduce
risk, and, consequently, improve decision-making, policy-making, portfolio optimization,
etc by revealing the network structure of the capital market. The results of this research
can lead to a better understanding of the forces that create the communication structure of
companies and enable policymakers to make better decisions. Therefore, all users are
suggested to pay attention to the communication structure governing the companies in the
capital market and the role and impact of their position on the advancement of the
company's goals in their decisions and to consider this communication structure and the
way power is distributed.
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