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Table 2 Variance decomposition of prediction error based

on DAG analysis results ( %)

, SICI VHS300 TURN
1 100.000 0.000 0.000
2 97.145 2.854 0.000
3 95.610 4.359 0.032
4 94.860 5.091 0.049
5 94.507 5.428 0.065
6 94.347 5.576 0.077
7 94.276 5.638 0.086
8 94.247 5.661 0.092
9 94.235 5.668 0.097
10 94.230 5.669 0.101
11 94.229 5.667 0.104
12 94.229 5.666 0.106

/
1 0.000 100.000 0.000
2 1.637 98.360 0.002
3 2.588 97.358 0.054
4 3.337 96.507 0.156
5 3.947 95.767 0.286
6 4.447 95.131 0.422
7 4.852 94.597 0.551
8 5.176 94.161 0.663
9 5.431 93.812 0.757
10 5.628 93.540 0.832
11 5.779 93.331 0.891
12 5.892 93.172 0.936

/
1 11.027 28.433 60.540
2 25.363 26.070 48.568
3 27.643 25.172 47.185
4 29.871 24.560 45.569
5 31.202 24.178 44.619
6 32.158 23.922 43.920
7 32.828 23.748 43.424
8 33.306 23.628 43.067
9 33.646 23.545 42.810
10 33.887 23.487 42.626
11 34.059 23.447 42.494
12 34.180 23.419 42.401
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Lee . \ 6 95.480 2.043 2.477
DAG 12 95.430 2.005 2.565
1 /
1 0.000 100.000 0.000
6 1.857 95.571 2.572
12 3.658 93.902 2.441
3.4 ,
1) 1 5.678 0.000 94.322
A 6 6.831 7.894 85.275
12 6.865 7.963 85.172
3(b) DAG (%)
EGARCH-M(1 1) ( 3 ( SV)
) ( DvoL) Table 3 (b) Variance decomposition of prediction error based
( on DAG (%) ( SSE turnover rate leverage SV)
) , SICI SVSH TURN
( ) 1 100.000 0.000 0.000
CCER 6 92.568 7.222 0.210
WIND 12 92.605 7.180 0.216
( DAG) 5% /
( 5% 10% 1 0.000 100.000 0.000
6 5.193 91.773 3.034
) ( SICI) .
12 6.923 87.391 5.686
( VSH/VSZ) ( DVOL) /
: SICT— 1 12.477 29.282 58.242
TURN( DVOL) < VHS 300( VSH/VSZ) 6 31.528 23.097 45.375
12 33.419 22.170 44.411
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Table 4 Variance decomposition of prediction error based on DAG
analysis results when CICSI index is adopted ( %)
cicsI VHS300 TURN
/ CICSI DAG
1 100.000 0.000 0.000
6 87.078 9.951 2.971
12 80.371 17.034 2.594 >
/
1 0.000 100.000 0.000 ( cICSI)
6 0.579 97.378 2.043 (S1ci
12 2.208 94.554 3.238 CICSI
/ ( DAG)
1 4.790 28.121 67.089 DAG
6 2.904 24.559 72.537
12 3.729 24.943 71.328 cICSI



A — — 101 —

SicI 2)

[43

SICI 7 2010 3

( SICI) :3)
“ ”( DAG)
Granger A

DAG
(
)

DAG

« ”» 113 ”»



— 102 — 2022 7

10

11

12

13

14

15

16

17

18

19

20
21

22

?7 — J. 2006 41(10): 83
-95.
Tan Songtao Wang Yaping. Do investors trade too much? Evidence from China’ s stock markets J . Economic Research
Journal 2006 41( 10) : 83-95. (in Chinese)
N J. 2004 39(10) : 75-83.
Wang Meijin Sun Jianjun. Stock market returns volatility and the role of investor sentiment in China J . Economic Research
Journal 2004 39( 10) : 75-83. (in Chinese)
N J. 2013 (10): 181-193.
Hu Changsheng Chi Yangchun. Investor sentiment asset valuation and the volatility of stock market J . Journal of Finan—
cial Research 2013 ( 10): 181-193. ( in Chinese)
Baker M Wurgler J. Investor sentiment and the cross—section of stock returns J . Journal of Finance 2006 61(4):
1645-1680.
Baker M Stein C J. Market liquidity as a sentiment indicator J . Journal of Financial Markets 2004 7(3): 271-299.
Shiller R J. Market volatility and investor behavior J . American Economic Review 1989 80(2): 58-62.
DeLong J B Schierfer A Summers L H et al. The economic consequences of noise traders J . Journal of Political Econo—
my 1990 98(2): 703-738.
Lee WY Jiang C X Indro D C. Stock market volatility excess returns and the role of investor sentiment J . Journal of
Banking & Finance 2002 26( 12): 2277-2299.
N J. 2013 (4): 142-155.
Zhang Zongxin Wang Hailiang. Investor sentiment subjective belief adjustment and market volatility J . Journal of Finan—
cial Research 2013 (4): 142-155. ( in Chinese)
Agyei-Ampomah S Davies ] R. Excess volatility and UK investment trusts J . Journal of Business Finance and Account—
ing 2015 32 (5-6): 1033-1062.
Baker M Wurgler ] Yuan Y. Global local and contagious investor sentiment J . Journal of Financial Economics 2012
104( 2) : 272-287.
. CICSI I 2009 (11): 174-184.
Yi Zhigao Mao Ning. Research on investor sentiment measurement in China’ s stock market: Construction of CICSI | .
Journal of Financial Research 2009 ( 11): 174-184. ( in Chinese)
. ETF N — A J. 2013 (4): 156-169.
Yang Mozhu. ETF capital flow market returns and investor sentiment: Empirical evidence from A-share market J . Finan—
cial Research 2013 (4): 156—169. ( in Chinese)
Abdullah D A Rangazas P C. Money and the business cycle: Another look J . Review of Economics and Statistics 1988
70( 4) : 680-685.
Damodar N G.Basic Econometrics ( 4th Edition) M . New York: McGraw-Hill 2004.
Sims Christopher A. Money income and causality J . American Economic Review 1972 62(4): 540-552.
Yang ] Guo H Wang Z. International transmission of inflation among G -7 countries: A data-determined VAR analysis J . Jour—
nal of Banking & Finance 2006 30( 10): 2681-2700.
Bernanke B. Alternative Explanations of the money-income correlation J . Carnegie-Rochester Conference Series on Public
Policy 1986 25( 1986) : 49-100.
Thomas F C  Mark D. Business cycle analysis without much theory: A look at structural VARs J . Journal of Economet—
rics 1998 83(1-2): 57-88.
Spirtes P Glymour C  Scheines R. Causation Prediction and Search M . Cambridge: MIT Press 2000.
Yang ] Zhou Y. Credit risk spillovers among financial institutions around the global credit crisis: Firm-evel evidence ] .
Management Science 2013 59( 10) : 2343-2359.
Yang J. Market segmentation and information asymmetry in Chinese stock market: A VAR analysis J . The Financial Re-

view 2003 38(4): 591-609.



. A — — 103 —

23

24

25

26

27
28

29

30

31

32

33

34

35

36

37

38

39

40

41
42

N N J. 2006 41(3): 15-20.
Chen Langnan Chen Qiang. Research on information transmission among money price and real sectors in China J . Jour—
nal of Management World 2006 41(3): 15-20. ( in Chinese)
. — J. 2008 24
(5): 81-93.
Yang Zihui. The effects of fiscal and monetary policy on private investment: An application of directed acyclic graphs J .
Economic Research Journal 2008 24(5): 81-93. (in Chinese)
Sims C A. Are forecasting models usable for policy analysis ] . Federal Reserve Bank of Minneapolis Quarterly Review
1986 10( Win) : 2-16.
Brown G W Cliff M T. Investor sentiment and asset valuation J . Journal of Business 2005 78(2): 405-440.
Brown G W. Volatility sentiment and noise traders J . Financial Analysts Journal 1999 55(2): 82-90.
I 2018 21(4):
86-101.
Bu Hui Xie Zheng Li Jiahong et al. Investor sentiment extracted from internet stock message boards and its effect on
stock market J . Journal of Management Sciences in China 2018 21(4): 86-101. ( in Chinese)
N : J. 2021 24(5): 26
-46.
Yao Jiaquan Feng Xu Wang Zanjun et al. Tone sentiment and market impacts: The construction of Chinese sentiment
dictionary in finance J . Journal of Management Sciences in China 2021 24(5): 26-46. ( in Chinese)
J. 2019 24(7): 46-59.
Wang Daoping Jia Yuning. Investor sentiment and excess volatility of Chinese stock markets J . Financial Forum 2019
24(7): 46-59. ( in Chinese)
Lee CM C Shleifer A Thaler R H. Investor sentiment and the closed-end fund puzzle J . Journal of Finance 1991 46
(1): 75-109.
Hsiao C. Autoregressive modelling and money-income causality detection J .Journal of Monetary Economics 1981 7( 1) :
85-106.
Neal R Wheatley S M. Adverse selection and bid-ask spreads: Evidence from closed-end funds J . Journal of Financial
Markets 1998 (1) : 121-149.
N IPO J. 2015 (9): 174-189.
Wang Changyun Wu Jiawei. Media tone investor sentiment and IPO pricing J . Journal of Financial Research 2015
(9): 174-189. ( in Chinese)
Ljungqvist A William J Wilhelm J. IPO pricing in the Dot-com bubble J . The Journal of Finance 2003 58( 2):
723-752.
N J. 2007 42(3): 117-129.
Wu Yanran Han Liyan. Incomplete rationality investor sentiment and the mystery of closed-end funds J . Economic Re—
search Journal 2007 42(3): 117-129. (in Chinese)
Ljungqvist A Vikram N Rajdeep S. Hot markets investor sentiment and IPO pricing J . The Journal of Business
2006 79(4): 1667-1702.
?7 — PO I 2016 19
(6): 41-55.
Song Shunlin  Wang Yanchao. How does investor sentiment affect stock pricing? An empirical research based on IPO firms
J . Journal of Management Sciences in China 2016 19( 6): 41-55. (in Chinese)
Schmeling M. Investor sentiment and stock returns: Some international evidence J . Journal of Empirical Finance 2009
16( 3) : 394-408.
Dumas B Kurshev A Uppal R. Equilibrium portfolio strategies in the presence of sentiment risk and excess volatility J .
The Journal of Finance 2009 64(2): 579-629.
Mendel B Shleifer A. Chasing noise J . Journal of Financial Economics 2012 104(2): 303-320.
IPOs — J. 2007 23(3): 51-61.
Han Liyan Wu Yanran. Investor sentiment and the mystery of IPOs-underpricing or premium J . Journal of Management

World 2007 23(3): 51-61. ( in Chinese)



— 104 — 2022 7

43
44

45

46

47

48

49

50

51

52

53

54

55
56

57

58

59

60

61

62

63

Gervais S Odean T. Learning to be overconfident J .The Review of Financial Studies 2001 14(1): 127 .
Swanson N R Granger C W J. Impulse response functions based on a causal approach to residual orthogonalization in vector
autoregressions J . Journal of the American Statistical Association 1997 92(437): 357-367.
Engle R F. Autoregressive conditional heteroskedasticity with estimates of the variance of the United Kingdom inflation J .
Econometrica 1982 50(4) : 987-1007.
Bollenslev T. Generalized autoregressive conditional heteroscedasticity J . Journal of Econometrics 1986 31( 3): 307
-327.
Taylor S J. Modeling Financial Time Series R . Chicheater: John Wiley and Sons 1986.
.SV GARCH J. 2002 20(5): 28-33.
Yu Suhong Zhang Shiying. The comparative research between the SV and garch models on their abilities to describe finan—
cial time series J . Systems Engineering 2002 20(5): 28-33. ( in Chinese)
J. 2003 (4): 13-22.
Song Fengming Jiang Jie. An empirical study on the volatility characteristics of China’ s stock market J . Journal of Finan—
cial Research 2003 (4): 13-22. (in Chinese)
Black F. Studies in Stock Price Volatility Changes R . Proceedings of the 1976 Meetings of the American Statistical Associ—
ation Business and Economics Section 1976.
Campbell J Y Hentschel L. No news is good news: An asymmetric model of changing volatility in stock returns J . Journal
of Financial Economics 1992 31(3): 281-318.
J. 2002 (5): 67-73.
Chen langnan Huang Jiekun. An empirical study on the volatility asymmetry of China’ s stock market J . Journal of Finan—
cial Research 2002 (5): 67-73. (in Chinese)
. — A J. 2011 (4): 143-157.
Zheng Zhenlong Tang Wenyu. Volatility risk and risk price: Evidence from China’ s A-share market J . Journal of Finan—
cial Research 2011 (4): 143-157. ( in Chinese)
. SV J. 2004 (3): 47-51.
Meng Lifeng Zhang Shiying He Xin. Bayesian analysis of stochastic volatility model with leverage effect and its application
J . Systems Engineering 2004 (3): 47-51. ( in Chinese)
Odean T. Do investors trade too much? J . The American Economic Review 1999 89(5): 1279-1298.
I ( ) 2018 20(6): 481-494.
Gao Ya Xiong Xiong Feng Xu et al. Investor sentiment and financial markets J . Journal of Tianjin University( Social
Sciences) 2018 20 ( 6) : 481-494. (in Chinese)
J. 2005 (11): 86-93.
Cheng Kun Liu Renhe. Research on the interaction between investor sentiment and stock market J . Shanghai Journal of
Economics 2005 ( 11): 86-93. (in Chinese)
. J. 2005 40(3): 36-45.
Chen Yanbin. Mood fluctuations and volatility of asset prices J . Economic Research 2005 40( 3) : 36-45. ( in Chinese)
J. 2008 (2): 61-65.

Chen Miaoxin Zheng Zhenlong. Impact of short selling mechanism on stock market volatility J . Securities Market Herald
2008 (2): 61-65. (in Chinese)

PO : J. 2010
(11): 123-143.
Shao Xinjian Wu Hemao Qin Jiaqi et al. China’ s IPO market cycle: An analysis based on investor sentiment and gov—
ernment timing J . Journal of Financial Research 2010 ( 11): 123-143. (in Chinese)

J. 2002 37(11) : 54-94.

Li Xindan Wang Jining Fu Hao. Study on the mechanism of behavioral distortion in China’ s medical system J . Econom—
ic Research Journal 2002 37(11): 54-94. (in Chinese)
Barber BM  Odean T. Trading is hazardous to your wealth: The common stock investment performance of individual inves—
tors J . The Journal of Finance 2000 55(2): 773-806.
Choi J Laibson D Metrick A. How does the Internet affect trading? Evidence from investor behavior in 401( k) plans J .
Journal of Financial Economics 2001 64(3) : 397-421.



7 : . A — — 105 —

Investor sentiment overtrading and Chinese A-shares market volatility in
China: A research based on SICI survey data

WANG Daoping' FAN Xiaosun'  JIA Yu-ning® WANG Ye-dong'
1. School of Finance Nankai University Tianjin 300350 China;
2. The People’ s Bank of China Tianjin Branch Tianjin 300040 China

Abstract: Using Security Investor Confidence Index ( SICI) based on China Securities Investor Protection
Fund survey data for the first time this paper analyses the concurrent and dynamic effect between investor
sentiment overtrading and Chinese A-shares stock market fluctuation based on directed acyclic graphs and re—
cursive forecast error variance decompositions. The empirical results indicate that in the current period exces—
sive volatility of A-share market and changes of investor sentiment will cause overtrading. In terms of dynamic
impacts there’ s strong “selfHulfillment” mechanism for investor sentiment and market volatility with the rise
of internet communication technology and leveraged transaction. Although China’ s investor sentiment and
trading behavior are more rational in recent years when the market is highly volatile especially during bull-
bear replacement slump period market volatility” s influence on investor sentiment will be bigger and fluctua—
tion in investor sentiment will increase irrational trading significantly. In such cases investor’s irrational senti—
ment and trading behavior will also influence Chinese A-share market significantly and exacerbate security
market risk.

Key words: investor sentiment; overtrading; A-shares market volatility; Security Investor Confidence Index;

directed acyclic graph

1 ('SICI)
Schedule 1 Securities Investor Confidence Index ( SICI)
1 2 3 4 5 6 7 8 9 10 11 12
2008 37.5 58.6 45.4 40.3 36.3 40.5 42.9 51.8 49.6
2009 53.7 61.2 61.5 63.6 60.3 63.7 65.3 55.2 61.9 70.4 68.9 61.2
2010 56.9 58.5 60.4 55.7 47.8 47.9 52.6 54.0 55.3 68.4 58.6 57.3
2011 53.0 62.6 62.1 59.3 50.5 47.6 58.6 46.7 45.3 48.0 54.9 43.0
2012 53.9 53.2 57.0 52.5 54.1 45.5 41.3 42.5 46.9 53.5 49.6 50.5
2013 62.8 61.7 56.8 52.0 54.5 45.1 44.4 49.7 58.5 58.1 55.6 55.6
2014 46.8 59.0 51.6 51.5 47.5 51.0 58.5 69.6 70.5 66.4 70.5 71.2
2015 67.7 64.6 70.5 65.2 63.8 56.2 59.6 41.3 51.3 55.3 57.8 60.6
2016 44.9 48.8 54.7 48.8 47.8 54.9 51.6 54.0 50.3 55.3 56.7 54.3
2017 53.2 55.6 54.8 50.4 48.9 54.5 53.9 58.6 58.1 53.8 52.2 55.6
2018 53.1 55.4 51.2 50.8 48.5 42.5 51.0 48.9 52.2 49.8 49.9 46.0
2019 51.9 67.1 65.5 60.5 56.7 59.5 58.8 58.5 56.7 56.2 55.4 61.4
2020 55.9 54.3 52.2 55.6 58.3 63.8 64.7 61.5 61.1 59.4 62.1 63.0
2021 65.1 57.4 58.2 56.9 61.1 57.5 56.6 59.9 55.4 53.5 58.6 57.0

( www.sipf.com.cn) § » « .



