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Table 1 Descriptive statistics

Obs Mean SD P10 P25 Median P75 P90

Raw Return 2436016 -0.026 3.202 -3.297 -1.402 0.000 1.397 3.294
ARCHs 2337124 -0.026 2.402 -2.370 -1.137 -0.143 0.900 2.429
NewsTone 80141 0.502 0.835 -1.000 0.000 1.000 1.000 1.000
SentiRes 2067016 -0.061 0.397 -0.513 -0.304 -0.082 0.149 0.418
OIB 2401916 0.468 0.144 0.287 0.374 0.468 0.561 0.647
Size 2440439 22.336 0.830 21.396 21.783 22.253 22.811 23.424
BM 2421271 0.425 0.336 0.127 0.210 0.348 0.552 0.824
ROE 2094446 0.036 0.162 -0.043 0.019 0.056 0.097 0.142
Turnover 2627042 0.027 0.035 0.003 0.006 0.015 0.033 0.066
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Table 2 Return by Sentiment Groups on Non-News Days

ACAR

Obs Aret, [1,5] [1,10]

Low (3520) 401906 -0.47 0.1 0.33
(-145.00) (10.67) (19.89)

) 397876 -0.37 -0.14 -0.09
(-103.86) (-13.86) (-5.12)

3 397427 -0.05 -0.22 -0.28
(-12.59) (-21.30) (-16.43)

4 397431 0.28 -0.19 -0.28
(74.05) (-18.20) (-16.97)

High (40 400667 0.48 -0.01 -0.03
(127.71) (-1.13) (-1.90)
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Table 3 Impact of Investor Sentiment on Stock Price Reactions on News Days

ACAR
Obs Aret, [1,5] | [1,10]

Panel A
|| 2547887 -0.04 -0.15 -0.18
(-22.43) (-22.06) (-16.70)
4347 B 80141 0.30 045 -0.68
(26.26) (-23.07) (-26.18)
84 E 18622 -0.33 -0.44 -0.39
(-14.91) (-10.75) (-7.13)




E&H A 61519 0.49 -0.45 -0.76
(37.75) (-20.17) (-25.70)
Panel B: 5 & #7 4 & & 69 B R 2
Low (£31) 3551 -0.94 -0.25 0.22
(:22.42) (3.12) 2.01)
) 4071 -091 -0.52 -0.44
(-20.11) (-6.05) (-3.78)
3 3542 -0.30 -0.65 -0.74
(-6.07) (-7.34) (-6.32)
4 3311 0.40 -0.31 -0.39
(1.57) (-3.19) (-3.01)
High (A1) 2507 0.58 -0.42 -0.53
(11.29) (-4.20) (-3.89)
Panel C: iE & #f ] X 70 )& 69 AL RS
Low (£ 41) 8980 -0.45 -0.05 0.01
(-19.02) (-0.96) (0.22)
) 10961 -0.24 -0.44 -0.58
(-9.15) (-8.90) (-8.89)
3 11894 0.41 -0.63 -1.00
(14.13) (-12.85) (-14.94)
4 12166 1.14 -0.6 -1.09
(37.14) (-12.19) (-16.45)
High (%) 10726 1.30 -0.26 -0.66
(42.24) (-4.99) (-9.77)
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Table 4 Stock Price Reactions to News Releases under Varying Investor Sentiment, Controlling for News Tone

ACAR
Obs Aret, [1,5] | [1,10]
Panel A: 7 & #7 19 & 0 & 69 B RO

Low (A1) 3656 -0.94 -0.32 0.02
(-20.78) (-3.78) (0.19)

5 2479 -0.67 -0.40 -0.34
(-12.36) (-3.87) (-2.28)

3 5498 -0.39 -0.55 -0.51
(-6.51) (-5.29) (-3.59)

4 2408 0.06 -0.45 -0.68
(0.95) (-3.89) (-4.45)
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Table 5 Stock Price Reactions to News Releases under Varying Investor Sentiment, Controlling for Investor Attention

ACAR
Obs Aret, [1,5] | [1,10]
Panel A: 51 & #7 H] X 7 )& 89 AL B
(-27.16) (-5.21) (-0.47)
5 3529 -0.72 -0.37 -0.25
(-16.17) (-4.09) (-2.03)
3 3078 -0.30 -0.45 -0.42
(-6.28) (-4.94) (-3.45)
4 3140 0.19 -0.39 -0.50
(3.67) (-3.85) (-3.82)
High (A1) 2994 0.72 -0.58 -0.73
(12.76) (-6.14) (-5.84)
Panel B: iE & #7 5] & 7 )& 09 B B
Low (241 9809 -0.52 -0.15 -0.10
(-21.72) (-3.01) (-1.58)
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Table 6 Adjusted Return Differences Between Positive Sentiment & Negative News and Negative Sentiment & Positive News
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Table 7 Relationship Between Order Imbalance and Overreaction to News Releases

€Y (2) 3) “) (%) (6)
A'reto Areto Areto 0R[1,10] OR[l,JO] OR[l,IO]
OIB 0.038%** 0.039%#* 0.039%** 0.053%** 0.052%%* 0.053%**
(74.71) (65.65) (73.51) (13.71) (9.95) (12.58)
-0.0027%** 0.005
%,
InsHold*OIB (-4.57) (0.80)
0.003%** 0.000
InsHold (10.36) (0.11)
-0.004%%* -0.000
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0.001%** 0.007*
ShortRes (5.12) (1.86)
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iz¢ (-10.57) (-11.63) (-10.21) (-11.49) (-12.07) (-11.83)
B 0.001%** 0.001%** 0.001%** 0.014%%* 0.014%** 0.013%**
(5.26) (5.19) (5.40) (5.34) (4.70) (5.11)
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(-0.68) (-0.15) (-0.69) (-0.41) (0.78) (-0.41)
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urnove (32.42) (32.87) (32.37) (16.59) (16.37) (16.55)
Observations 1,955,004 | 1825197 | 1,955,004 | 1955004 | 1825197 | 1,955,004
Adjusted 0.090 0.091 0.091 0.008 0.008 0.008
Firm fixed YES YES YES YES YES YES
Time fixed YES YES YES YES YES YES
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Table 8 Effects of Investor Sentiment and News Tone on Order Imbalance

A 2) 3)
OIB OIB OIB
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SentiRes (58.57) (58.07)
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ROE (0.39) (0.35) (0.40)
Turnover 42 .849%** 43,157%** 42.7749%%**
urnove (38.43) (38.62) (38.36)
Observations 2,018,328 2,018,328 2,018,328
Adjusted R’ 0.090 0.086 0.090
Firm fixed YES YES YES
Time fixed YES YES YES
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Abstract: The rapid development of the digital economy has profoundly reshaped investor trading
behavior and stock price dynamics. Using text data from the Eastmoney stock forum and financial
news reports, this study constructs a stock-level sentiment residual by removing the component of
observed investor sentiment that can be explained by firm characteristics and market conditions and
empirically examines its moderating role in the pricing of news information. We find that investor
sentiment, rather than news content itself, dominates short-term stock price fluctuations, irrespective
of the sign of the news. Specifically, when investor sentiment is optimistic, stock prices exhibit
overreaction, characterized by an initial price increase followed by subsequent reversal; when investor
sentiment is pessimistic, stock prices tend to display persistent negative drift. Mechanism analyses
show that order imbalance is a key transmission channel through which investor sentiment shapes post-
news price reactions, and its responsiveness to investor sentiment is substantially stronger than its
sensitivity to news tone. These patterns are more pronounced among stocks with lower institutional
participation and stronger short-selling constraints. In more than 55% of cases, based on a conservative
estimate, the direction of order imbalance is determined by investor sentiment, while news tone affects
only the magnitude of its change. By moving beyond the traditional paradigm that news content
determines prices, this study proposes a sentiment-state-dependent information pricing theory and
provides new evidence for understanding inefficient pricing in retail-investor-dominated markets in
the digital economy era.
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