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Fig. 1 Influence mechanism of investor sentiment on stock returns of oil and gas firms
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Fig. 2 Investor sentiment endurance index

of Exxon Mohil Corporation
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Table 1 Robustness test of investor sentiment endurance index of top 10 firms by market capitalization
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Table 3 Wald test results for panel causality
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Table 4 Investor sentiment endurance index and stock returns of oil and gas firms: Estimate results from basic panel regression model
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Table 5 Impact of investor sentiment endurance index on stock returns of oil and gas firms considering the momentum effect
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Table 6 Investor sentiment endurance index and stock returns of oil and gas firms: The effect of macroeconomic variables
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Table 7 Investor sentiment endurance index and stock returns of oil and gas firms: The effect of business cycle
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Table 8 Investor sentiment endurance index and stock returns of oil and gas firms: The effect of stock market state
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Can investors in oil and gas stocks earn returns by bucking the trend of mar-
ket sentiment?

ZHANG Yue-jun'”, XING Li-min'”*, PEI Jia-min'*
1. Business School, Hunan University, Changsha 410082, China;

2. Center for Resource and Environmental Management, Hunan University, Changsha 410082, China

Abstract : The noise trading of “limited rational” and “irrational” investors can drive stock prices out of equi-
librium in oil and gas firms. Hence, this paper develops a firm-level investor sentiment endurance index by
using the stock prices of 39 world-renowned oil and gas firms from December 16, 2002 to April 15, 2019, and
explores the impact of the sentiment index on stock returns by constructing a panel regression model. The re-
sults indicate that, first, during the sample period, the investor sentiment endurance index is significantly and
negatively related with stock returns of oil and gas firms. Second, the impact of investor sentiment is relatively
short in time. In the first week, investor sentiment plays a dominant role in influencing returns of oil and gas
stocks, while the momentum effect plays a bigger role in the later time. Third, investor sentiment has a greater
impact on the returns of oil and gas stocks during economic recessions (falling period of stock prices) than
during economic expansions (rising period of stock prices).

Key words: investor sentiment endurance index; oil and gas firms; stocks returns; panel regression model



