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Fig. 1 The public’s risk perception bias under time-varying event risk
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Fig. 2 Value at Risk of Chinese stock market and the public’ s risk perception bias
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Table 1 The impact of RPB on VaR at the market level
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Table 2 The impact of RPB on VaR at the industry level using the full sample
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Table 3 Regression results of the mediating effect of investor attention (IA) at the market level
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Table 4 Regression results of the mediating effect of investor attention ( IA ) at the industry level
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Effects of the public’s risk perception bias on stock market risk: An analysis
based on a typical major public health emergency

HE Hong-bo', GUO Rui-qi' , CHEN Yi-qing' , CHEN Shou'" , ZHANG Wei’
1. School of Business, Hunan University, Changsha 410082, China;
2. College of Management and Economics, Tianjin University, Tianjin 300072, China

Abstract: Against the background of a major public health emergency, this paper examines the impact of this
event on stock market risk in China from the perspective of the public’ s risk perception bias. This paper
measures the public’ s risk perception bias through the susceptible-infected-recovered ( SIR) model and text a-
nalysis and examines the impact mechanism of risk perception bias on stock market risk at both the market and
industry levels. The empirical results show that risk perception bias significantly exacerbates stock market risk
at both the market and industry levels, and that the effect is particularly significant during the period with high
event risk. Meanwhile, this paper finds that investor attention plays an important mediating role in the rela-
tionship between risk perception bias and stock market risk, while its mediating effect is significant only during
the period with high event risk. Finally, the impact of risk perception bias on stock market risk, as well as the
mediating role of investor attention, vary across different sectors. These findings suggest that the public’s sub-
jective perception of event risk deviates from the objective event risk, and the resulting irrational investment
exacerbates the instability of the financial market during major public health emergencies.
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