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Table 1 The cross—correlation analysis between individual and institutional investor sentiment
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Table 2 The descriptive statistics of investor sentiment
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Table 3 The estimate results of PDLs model
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Table 4 The Granger analysis results of individual and institutional investor sentiment fluctuation
F P
var( sent!) var( sent®”) Granger 70 4.132 40 0.046 0
var( sent®) var( sent!) Granger 70 2.076 31 0.154 3
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Table 5 The statistical analysis of optimistic and pessimistic sentiment with market excess return
sent” > 0 sent” < 0 sent’ >0 sent’ <0
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Table 6 The OLS regression results of market excess return on investor sentiment
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Table 7 Statistical analysis of sentiment sensitivity coefficients
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Table 8 The analysis of market characteristics of different sensitivity coefficients portfolio
() 13.108 5 8. 69E + 09 28.991 4 0.216 1
2 14.298 4 7.54E +09 34.886 6 0.295 3
Basew?P >0 3( ) 19.635 6 1.54E + 10 38.887 1 0.396 1
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() 16.392 6 3.67E +09 49.531 0.353 8
2 15.546 7 8.65E + 09 35.447 7 0.280 8
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Table 9 The analysis of company characteristics of different sensitivity coefficients portfolio
) 109 586 512 3.165 1 0.672 7 0.071 4 0.097 1 0.158 5 0.459 9
2 60 829 256 3.204 3 0.562 5 0.126 5 0. 151 0.164 1 0.423 9
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T, — 3,948 *** —-0.659 4,723 %% -1.64 -0.399 —7.167* 0. 187
(0. 000) (0.5110) (0. 000) (0.106) (0.691) (0. 000) (0.852)
() 23 133 790 4.188 6 0.5209 0.3272 0.260 8 0.166 3 0.401 5
2 59 280 300 3.483 3 0.554 8 0.2211 0.186 2 0.1521 0.412 6
ﬁmm{ <0 3( ) 141 981 708 3.198 2 0. 663 0.1395 0.074 0.124 0.5156
T, —5.986™ | 4,149 —3.735% | 2,727 1.959" 3.4117% -3.367
(0. 000) (0. 000) (0. 000) (0.008) (0.053) (0.001) (0.001)
P e e 1% 5% 10%
9 Baewr  Bawwt 147
1% Basentt
7 Basentt 9 Z Basen?
5% Basentt 9 Basent
9 . 10% Busonr Bssentt
12 2 Busont 10 >0 .



2014

H3

Granger

113

[3

13



10

11

12

13

14

De Long J] B Shleifer A Summers L H et al. Noise trader risk in financial markets J . The Journal of Political Economy
1990 98(4): 703 -738.

N J. 2006 9(4): 58 —64.
Zhang Wei Zhang Yongjie. Heterogeneous beliefs shortselling constraints and the asset prices J . Journal of Management

Sciences in China 2006 9(4): 58 —64. ( in Chinese)

Kumar A Lee C. Retail investor sentiment and return comovements J . The Journal of Finance 2006 61 (5):
2451 —2486.
Kahneman D Tversky A. Prospect theory: An analysis of decision under risk J . Econometrica 1979 47 (2):
263 -291.

— 7. 2011 (4):
174 - 186.

Xu Xinzhong Zhang Lu Zhang Zheng. Herding phenomenon of industry allocation: An empirical study of open-end fund in
China J . Journal of Financial Research 2011 (4): 174 —186. ( in Chinese)

Shiller R J. Measuring bubble expectations and investor confidence J . The Journal of Psychology and Financial Markets
2000 1(1): 49 -60.

Lemmon M Portniaguina E. Consumer confidence and asset prices: Some empirical evidence J . The Review Financial
Studies 2006 19(4): 1499 - 1529.
. M . : 2003.
Rao Yulei Liu Dafeng. Behavioral Finance M . Shanghai: Shanghai University of Finance and Economics Press 2003.
(in Chinese)
N I 2004 (10): 75 -83.
Wang Meijin Sun Jianjun. Stock market returns volatility and the role of investor sentiment in China J . Economic Re—
search Journal 2004 (10): 75 -83. (in Chinese)
J . 2005 (11): 86 -93.
Cheng Kun Liu Renhe. Study on the interaction of investor sentiment and stock market J . Shanghai Economic Research
2005 (11): 86 -93. (in Chinese)
. J. 2007 (3): 117 -129.

Wu Yanran Han Liyan. Imperfect rationality sentiment and closed-end fund puzzle J . Economic Research Journal
2007 (3): 117 =129. (in Chinese)

Baker M Stein J. Market liquidity as a sentiment indicator J . Journal of Financial Markets 2004 7(3): 271 —299.

- 7.

2010 36(3): 133 -143.

Liu Liya Ding Jianping Chen Zhenyu et al. Empirical study on influence of investment sentiment on the stability of cap—
ital market: Analysis of cross—sectional effect J . Journal of Finance and Economics 2010 36(3): 133 —143. (in Chi—
nese)

I 2010 13(3):

150 - 160.



— 86 — 2014 3

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

Jiang Yumei Wang Mingzhao. Investor sentiment and stock returns: An empirical study on aggregate effects and cross-sec—
tion effects J . Nankai Business Review 2010 13(3): 150 —160. ( in Chinese)
N J. 2009 29(3): 40 -47.
Zhang Qiang Yang Shue. Noise trading investor sentiment volatility and stock returns J . Systems Engineering: Theory
& Practice 2009 29(3): 40 —47. (in Chinese)
J. 2010 (2): 114 -120.
Luo Qingju Lv Pengbo. A study on constructing investor sentiment index by using main component method J . Journal of
Yunnan University of Finance and Economics 2010 (2): 114 —120. ( in Chinese)
Baker M Wurgler J. Investor sentiment and the cross—section of stock returns J . The Journal of Finance 2006 61(4):
1645 - 1680.
: CICSI J . 2009 (11): 174 —184.

Yi Zhigao Mao Ning. Study on the measurement of investor sentiment in Chinese market: Construction of CICSI J . Jour—
nal of Financial Research 2009 (11): 174 —184. ( in Chinese)
Frazzini A Lamout O A. Dumb money: Mutual fund flows and the cross—section of stock returns J . Journal of Financial
Economics 2008 88(2): 299 -322.
Schmeling M. Institutional and individual sentiment: Smart money and noise trader risk? ] . International Journal of Fore—
casting 2008 23(1) 127 -145.
Lee CM C Shleifer A Thaler R H. Investor sentiment and the closed-end fund puzzle J . The Journal of Finance 1991
46(1) 75 -109.
Wang Y H Keswani A Taylor S J. The relationships between sentiment returns and volatility J . International Journal of
Forecasting 2006 22(1) 109 -123.
Ben-Rephael A Kandel S Wohl A. Measuring investor sentiment with mutual fund flows J . Journal of Financial Eco—
nomics 2012 104(2): 363 —382.

— J. 2011 23(6): 41
-48.
Chi Lixu Zhuang Xintian. A study on the relationship between investor sentiment and stock market returns in China-based
on panel data model J . Management Review 2011 23(6): 41 —48. (in Chinese)

? 7. 2009 12(1): 96 -101.
Yu Peikun  Zhong Ruijun. Can individual investor sentiment predict market return? ] . Nankai Business Review 2009
12(1) : 96 —=101. (in Chinese)

N J. 2010 13(1): 52 -59.
Zhang Wei Zhao Shuaite. Cognitive biases heterogeneous expectation and asset pricing J . Journal of Management Sci—
ences in China 2010 13(1): 52 -59. (in Chinese)
Verma R Soydemir G. The impact of individual and institutional investor sentiment on the market price of risk J . The
Quarterly Review of Economics and Finance 2009 49(3): 1129 —1145.
N I 2011 (9): 178 —191.
Hua Guiru Liu Zhiyuan Xu Qian. Investor sentiment managerial optimism and corporate investment behavior J . Jour—
nal of Financial Research 2011 (9): 178 —191. (in Chinese)
Stambuage R F Yu J F Yu Y. The short of it: Investor sentiment and anomalies J . Journal of Financial Economics
2012 104(2): 288 -302.
. PO J. 2012 15(11): 66 —75.
Zou Gaofeng Zhang Wei Chang Zhongyang. The long—un performance of the initial public offerings after the book-building
in Chinese stock markets J . Journal of Management Sciences in China 2012 15(11): 66 —75. ( in Chinese)
J. 2012 15(9): 35 -45.

Gong Rizhao. Nash equilibrium of Hawk-dove game based on rank-dependent expected utility theory J . Journal of Man—

agement Sciences China 2012 15(9): 35 —45. (in Chinese)

J . 2008 16(S1): 340 - 345.



3 : — A — 87 —

Zhang Le Li Haohao. Research of noise transactions in Chinese security market: Analysis based on the “Noise traders A—
gencies—personal noise traders model” J . Chinese Journal of Management Science 2008 16( S1): 340 —345. (in Chi-
nese)

33 . J. ( ) 2010 24
(6): 46 -50.
Yao Dequan Huang Xuejun Yang Guang. An empirical analysis on institutional investor sentiment and stock returns in
China J . Journal of Hunan University( Social Sciences) 2010 24(6): 46 —50. ( in Chinese)

34 Brown G W Cliff M T. Investor sentiment and asset valuation J . The Journal of Business 2005 78(2): 405 —440.

35 Glushkov D. Sentiment Beta J . SSRN 862444 2006.

36 Fama E F French K R. Common risk factors in the returns on stocks and bonds J . Journal of Financial Economics

1993 33(1): 3 -56.

Individual /institutional investor sentiment and stock returns: Study based on
Shanghai A-share market

LIU Weiqi' LIU Xinin’
1. Institute of Management and Decision Shanxi University Taiyuan 030006 China;
2. School of Business Shanxi University Taiyuan 030006 China

Abstract: Based on the data of Shanghai A-share market and listed companies during the period of 2005 to
2011 this paper makes a comparative study between the effects of individual and institutional investor senti—
ment aiming to clarify their roles in the stock market. Previous studies have mostly studied the interactions of
these two or the impacts of either on the market. Instead we focus on both of them and go deeper into the
stock level from a new perspective: quantifying the sensitivity of stock returns to investor sentiment changes by
rolling regression. Based on the DSSW model this study sets up a theoretical model which combines the inter—
actions of individual and institutional investor sentiment. The results show that institutional sentiment can pre—
dict individual sentiment while the converse is not true. Institutions are relatively rational and their sentiment
can predict the market returns while individual sentiment cannot. The findings further indicate that the sensi—
tivity of stock returns to investor sentiment changes is comparatively higher for those stocks with higher market
attentions. This phenomenon has showed the consistency between sensitivity of stock returns to individual sen—
timent changes and institutional sentiment changes.

Key words: individual investor sentiment; institutional investor sentiment; stock returns; rolling regression;
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