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Abstract. The correlation between investor sentiment and stock prices has been 

the focus of many scholars. Taking Tesla as an example, this article discusses the 

impact of emotional factors on the stock market price of listed companies. First, 

this article describes the main phases of Tesla's stock price, such as the initial 

launch period, the model-driven growth period, and the pandemic volatility 

period. Then, the author will deeply analyze the reasons for the impact of 

emotional factors on Tesla's stock price, including the role of media and market 

information on improving investor sentiment, changes in the macro environment, 

and the impact of the herd effect. Finally, it is concluded that investor sentiment 

has a profound impact on Tesla's stock price, that is, when investor sentiment is 

negative, the stock price falls, and when investor sentiment is positive, the stock 

price rises. In addition, it proposes to cultivate professional knowledge, insight 

and emotional management skills for investors and enterprises to ensure the 

stable operation of enterprises, and the relevant departments to strengthen 

supervision. 

Keywords: Emotional factors, Media information, Macro environment, Herd 

effect. 

1 Introduction 

In the financial market, the stock price of listed companies can be affected by many 

factors, among which the role of investor sentiment has received more and more 

attention. Studying the impact of sentiment factors on stock price fluctuations can help 

investors understand the relationship between market sentiment and stock prices and 

make better decisions. As a pioneer in the electric vehicle industry, Tesla's stock price 

fluctuates greatly and is somewhat representative. Taking Tesla as an example, it can 

provide important practical and theoretical implications for other companies. 

Existing research has yielded results in many ways. For example, the correlation 

between macroeconomics and investor sentiment and stock prices, the impact of media 

information on investor sentiment, and the role of individual psychological 

characteristics and group behavior on stock prices [1,2]. 

This article combs through the history of Tesla's stock price fluctuations and divides 

them into stages. Then, from the aspects of media and market information, macro  
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macro environment changes, group effect, etc., the emotional factors affecting its
stock price are deeply analyzed. Finally, recommendations are made from the
perspectives of investors, corporate managers and regulators, and the shortcomings of
this study are pointed out.

2 Case Description

From the Fig 1, Tesla's stock price has experienced ups and downs since its inception,
with several important phases. Tesla's stock price began on June 29, 2010, when it
was about $17 and closed at $23.89 after rising about 41% on its first day, but fell
below the offer price on July 6. In 2013, the Model S was officially launched in 2012
and won the "Car of the Year" award in 2013, and the stock price soared to a peak of
$193 for the first time due to expectations for the sales and production of the Model X
SUV and Model S, and in 2014 it peaked at $286 due to the innovation of the unique
acceleration mode of the four-wheel-drive Model S, and in 2015 the Model X
shipments and the launch of Autopilot for semi-autonomous driving technology [3,4].
The highest price was $282, the 2016 Model 3 was available to the public and
received a large number of pre-orders and merged with Solar City in the same year,
the share price reached $265, the electric truck half version debuted with the new
sports car in 2017, the stock price peaked at $385, the 2018 Model 3 production
version was influenced by Musk's "money guarantee" tweet, and in 2019, it
rebounded from the 2018 controversy and launched the "Cyber Truck" electric pickup
truck, with a stock price of up to $430. In 2020, the pandemic caused factories to
close, but the stock price gradually recovered from the impact, peaking at $1,030 [5].

Fig.1. The trend of Tesla’s stock price.

The Impact of Emotional Factors on the Stock Market Prices 521



3 An In-depth Analysis of the Sentiment that Affects Tesla's
Stock Price

3.1 Media and Market Information Enhance the Role of Investor Sentiment
on Stock Prices

In Tesla's case, both the media and the information disseminated in the market
interfered with the psychology of investors to a certain extent. Financial media
reports, expert opinions, and market rumors can provide timely information about the
company to investors around the world. For example, in April 2024, Musk concluded
his visit to China [6]. According to the Financial Times, the Wall Street Journal and
other foreign media, Musk achieved great things during his visit. Due to the media
hype and the spread of social networks, the optimism of investors is constantly
amplified, and more investors are attracted to the market, forming a positive
investment atmosphere. As a result, Tesla's share price soared by 15% in a single day,
with a market capitalization of $615.8 billion [3].
3.2 Changes in the Macro Environment Reduce Investors' Market

Expectations by Influencing Sentiment

Macro indicators such as economic growth data, inflation rates, and changes in
interest rates can all affect investor sentiment and thus the company's share price. For
example, from the perspective of economic conditions, when the economy is
booming, consumer demand generally rises, Tesla's sales are highly likely to rise, and
investors believe that its prospects are promising, and their expectations for it rise,
driving the stock price higher. Conversely, when international trade tensions occur,
investors' risk appetite will decline overall, and the vast majority of stocks, including
Tesla, will be relatively cautious, causing their stock prices to fluctuate [7].

Also, from an inflation perspective, when inflation rises, investors worry that the
purchasing power of the national currency will decrease. From a behavioral finance
perspective, investors have compared Tesla's earnings expectations to the inflation
rate. If they don't expect Tesla's earnings growth to outpace inflation, then the
motivation for Tesla will also weaken. In addition, inflation may trigger distrust
among investors, making them more inclined to seek hedging assets such as gold and
reduce their allocation to stocks such as Tesla shares, further leading to price declines
[8].

Finally, changes in interest rates can also have an impact on Tesla's stock price.
When interest rates rise, investors tend to focus too much on the negative impact of
rising interest rates on stock valuations, ignoring Tesla's own operating conditions and
growth potential. For example, even if Tesla has made positive progress in
technological innovation and market expansion, investors may sell stocks simply
because interest rates are rising [9].
3.3 The Market Decision-Making Bias Caused by Herd Behavior Affects

Stock Prices

Individual investor bias generates different emotions, which in turn have an impact on
investment decisions [10]. For example, each investor has a different risk appetite,
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assuming that risk-averse investors already own Tesla's stock, when Tesla faces
negative news such as a vehicle recall, they tend to immediately sell due to concerns
about the decline in the stock price, further exacerbating the decline in the stock price.
Conversely, if investors are risk-averse or overconfident, they will increase their
holdings when Tesla's stock price falls, hoping to make more gains when the stock
price recovers.

Of course, the impact of the herd effect on Tesla's stock price is also obvious.
When there is positive news about Tesla in the market, such as technological
innovation or government policy support, some investors first buy the stock and the
stock price starts to rise, while others will blindly follow the purchase after seeing this
situation, sometimes even ignoring the evaluation and analysis of their own
conditions [11]. The herd effect can cause the stock price to rise even further. And
vice versa, when Tesla encounters a negative event such as a factory accident or a
large-scale recall, some sensitive investors first sell the stock for safety, causing the
stock price to fall, which also causes panic among other investors, and most investors
do not have a deep understanding of the incident when tracking the sell-off.

In addition, there is a correlation between investors' personal preferences and the
herd effect. The reaction of investors with different risk appetites to the volatility of
Tesla's stock price will become a market signal, triggering a series of imitations. At
the same time, the herd effect also influences individual preferences. Strong market
trends often make individuals abandon their initial judgment and follow the trend,
further exacerbating the volatility of stock prices.

4 Conclusion

Investor sentiment has a profound impact on Tesla's stock price, and its effect can be
achieved through media communication, macro environment changes, herd effect,
etc., positive and negative sentiment indicators are intertwined, suggesting investor
behavior, and ultimately acting on the price of the stock.

In this regard, investors should cultivate professional knowledge and keen insight,
and also enhance the ability to manage emotions, analyze the intrinsic nature of the
market through the appearance of emotions, make rational judgments based on
sufficient analysis and long-term industry trends, and avoid blindly following the
crowd. Second, from a corporate perspective, Tesla should ensure stable and good
operations, reduce the generation of negative news, improve the company's risk
prevention system, ensure transparency, and gain the trust of investors. In addition,
financial regulators should strengthen supervision over the dissemination of
information in the stock market, regulate the media coverage of listed companies, and
severely crack down on those who maliciously spread false information and
manipulate market sentiment.

However, there are still some shortcomings in this study, such as insufficient
research depth, more in-depth analysis of the impact of macro environmental
sentiment, lack of data integrity, and the fact that this study only uses Tesla as an
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example, but the emotional impact mechanism of enterprises in different industries
may be different.
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Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.
        The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.
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