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2010 3 31 2011 12
Short1
Shori2: 2010 3 31
Shortl 0 1; 2011 12
5 Short2 0 1.
Cogni, = 1w Tvolume, ., — Tvolume, 3.2
" Day, & ( Tvolume,,,, +Tvolume,) /2 1 2005
(18) 7 2013 5 A
Tvolume,, ¢ i A (1lliq) 2.5816
2.923 8.
. Day, t
4) ( Short) 300 ( Sentil)
2010 3 31 A ( Senti2)
2011 12 5 2013 1 106.297 2 0.983 9.
31 ( Cogni) 0.141 9
0.059 7
1
Table 1 Descriptive statistic of the variables
Tlliq Sentil Senti2 Cogni
2.5816 171.2752 1.000 0 0.1419
1.5203 166.880 0 0.753 8 0.1320
23.091 0 473.720 0 6.239 5 0.406 6
0.093 1 -17.050 0 0.037 2 0.039 1
2.923 8 106.297 2 0.983 9 0.059 7
J-B 2 782.09 14.76 1170.29 88.73
401 401 401 401
2 NN Illiq
0.967 2.2.738 9.
Sentil Sentil Senti2
( Illiq) 1.6459 N
lliq 4.740 8.
Senti2
2
Table 2 The meanstatistic on the three kinds of investor sentiment
Sentil Senti2
high medium low high medium low
Illiq 1.6459 1.361 6 4.740 8 0.967 2 1.281 8 2.7389
Sentil 405.98 203.15 66.00 258.03 347.73 152.13
Senti2 2.587 8 1.144 6 0.400 9 5.5890 2.9197 0.730 8
Cogni 0.136 4 0.1385 0.148 7 0.1321 0.117 8 0.144 5
33 226 142 6 36 359




10 : ? — N

2 2005 7 2013
5 . Sentil  Illiq

Cogni

2
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Table 3 The overall regression results of the effect of investor behavior on market liquidity ( Senzil)

llliq

(1) (2) (3) (4)
1.499 2% 0.777 5" 1.275 1 0.548 4
(0.300 00) (0.409 3) (0.298 6) (0.410 3)
o] -0.0045 0 *** 0.000 2 —0.004 4 *** 0.000 3
enti
(0.000 9) (0.002 0) (0.000 9) (0.002 1)
Couni 3.958 1*** 9.436 5*** 3.380 2** 8.917 5 ***
ogni
(1.343 7) (2.514 2) (1.3550) (2.545 4)
-0.034 8 *** -0.0352**
Cogni*  Sentil
(0.013 6) (0.013 7)
—0.004 2*** —0.004 2%
Shortl*  Sentil
(0.001 0) (0.001 0)
Shor2* Semil —0.003 9*** —0.004 0 ***
ort. enti
(0.001 4) (0.001 4)
L Tl 0.596 3 *** 0.583 7*** 0.635 6*** 0.622 5***
L. Lihg
(0.036 2) (0.036 3) (0.034 7) (0.034 8)
Ad - R? 0.680 9 0.685 4 0.672 0 0.676 6
F-statistic 213.86 174.34 205.39 167.94
RN 1% 5% 10%
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4 ( Senti2)
Table 4 The overall regression results of the effect of Investor behavior on market liquidity ( Senti2)
(5) (6) (7) (8)
0.747 47 0.536 1 0.620 3** 0.376 0
(0.251 4) (0.3324) (0.250 7) (0.329 8)
-0.250 8% -0.003 65 -0.250 6*** 0.040 3
Senti2
(0.087 06) (0.269 0) (0.090 1) (0.270 8)
. 3.508 2** 5.212 8** 3.054 3% 5.077 17
Cogni
(1.3738) (2.228 8) (1.378 6) (2.247 6)
-1.986 0 -2.34917
Cogni*  Senti2
(2.044 7) (2.0625)
-0.752 4% -0.746 6***
Short1*  Senti2
(0.208 4) (0.208 5)
. -1.114 2% -1.130 3**
Short2*  Senti2
(0.466 6) (0.466 6)
. 0.675 47 0.671 87 0.702 17 0.697 27
L1. Illiq
(0.0319) (0.032 14) (0.030 6) (0.0309)
Ad - R? 0.666 0 0.666 0 0.659 9 0.660 2
F-statistic 199.94 160. 11 194.57 156.03
3 4
(. (3.
(7)
( Cogni) ( Cogmi)
2
(1) -
2 (4)
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2012
408 9.7
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How does investor behavior affect stock market liquidity? Analysis of inves—
tor sentiment information cognition and short-sale constraints

LIU Xiaoxing ZHANG Xu GU Xiao«ian YAO Deng-bao

School of Economics and Management Southeast University Nanjing 211189 China

Abstract: Investors’ trading behavior is the premise and foundation of the stock market liquidity. With short—
sale constraints the biased information cognitive caused by investor sentiment can affect the market liquidity
through behavior choices. Three important propositions about the influences on market liquidity are derived
then combing the status quo of China’ s stock market the corresponding theoretical hypotheses are proposed.
With empirical tests of these hypotheses it is found that investor sentiment has a positive effect on the market
liquidity in Chinese stock market. Consequently a higher investor sentiment leads to stronger market liquidi-—
ty. When new information comes out the investors involved in the stock transactions are more likely to be
characterized by deficient cognition. The conduct of margin trading business in the Chinese stock market fur—
ther promotes the impact of investor sentiment on market liquidity which is in contrast with the theoretical
propositions and corresponding hypothesis. Finally four policy recommendations are suggested on how to build
a efficiently liquid stock market.

Key words: investor trading; market liquidity; behavior factor
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