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Abstract

A safe investment for an investor depends on knowing if the price
increase is real or the mispricing is causing the price to rise. In order to
examine the role and effect of the mispricing on the return on stocks of
monthly data, a sample of 276 companies from the Tehran Stock Exchange
has been used for two periods of Boom and Substantiv in a five-factor
model. Analysis of the analytical model shows that mispricing of stocks
during the boom period in all portfolios has a positive and significant effect
on stock returns, but during the recession, only five portfolios had a positive
and significant effect. These results mean that in the recession period,
incorrect valuation of stocks is not associated with higher returns on the
relevant share, but this relationship is strengthened during the boom period.
Also, the factor of market risk in the recession period in large portfolios is
positive and significant, but in the boom period in large portfolios it is
significant but does not show a fixed sign. The size factor has a negative and
significant relationship with stock returns both in the boom period and in the
recession period in large portfolios. In addition, the value factor in the
recession period in large portfolios is a positive and significant value, but in
the boom period it is only positive and significant in large portfolios. The
momentum factor is significant in the recession period in large and valuable
portfolios, but does not show a fixed sign in both periods. This factor is
significant in the boom period in large portfolios.
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