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Abstract

High investor sentiment has been linked with opportunistic managerial behavior in the face of
more optimistic investors and analysts. In this study, this line of work is developed by
documenting the increased likelihood of misstatements and the consequent increase in audit
risk in the face of high investor sentiment. The main objective of this study is to investigate
the effect investor sentiment on misstatements, and auditor behavior of listed companies in
Tehran Stock Exchange. The sample consists of 94 firms listed in Tehran Stock Exchange in
the period from 2017 to 2021. The research hypotheses are tested using multivariate
regression model with panel data method. The results show that investor sentiment has
significant positive effect on the misstatements within 95% confidence level. In addition,
other findings indicat existence of a significant positive effect investor sentiment on audit fees
and going concern opinion. As a result, the findings enhance the understanding of how
investor sentiment affects misstatements, and auditor behavior, and enrich the literature on
corporate auditor pricing and reporting decisions.
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