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Abstract

This paper will synthesize sentiment factors as investor sentiment index by principal component
analysis, use the return rate of CSI 300 Index, and establish VAR model to explore the difference in
the impact of investor sentiment on stock market income fluctuations in bull market and bear mar-
ket respectively, which is conducive to helping investors make investment decisions under different
market conditions to obtain excess returns, and also helps relevant departments make correspond-
ing policy adjustments according to market conditions and stabilize the stock market.
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Figure 1. Closing price of the CSI 300 Index from February 2016 to January 2019
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Table 1. Variable description, symbol, and source
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Table 2. Correlation analysis between variables

F 2 BEZEEXMSH

PE MTR DECF TURN IPON IPOR NIA
. 000 0.385 0.255 0.532 0.548 ~0.123 ~0.201
: (0.032) (0.115) (0.004) (0.003) (0.283) (0.174)
0.385 0,018 0.391 0511 0.163 0.085
MTR (0.032) 1.000 (0.467) (0.030) (0.005) (0.223) (0.346)
-0.255 ~0.018 0.291 ~0.489 0.049 0.046
DECF (0.115) (0.467) 1.000 (0.084) (0.008) (0.411) (0.416)
0532 0.391 0.291 0.367 —078 0.637
TURN (0.004) (0.030) (0.084) 1.000 (0.039) (0.358) (0.000)
0.548 ~0.511 0.489 ~0.367 ~0.009 ~0.057
IPON (0.003) (0.005) (0.008) (0.039) 1.000 (0.483) (0.395)
0.123 0.163 0.049 ~0.078 -0.009 0.308
IPOR (0.283) (0.223) 0.411) (0.358) (0.483) 1.000 (0.071)
A ~0.201 0.085 0.046 0.637 0.057 0.308 000
(0.174) (0.346) (0.416) (0.000) (0.395) (0.071)
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Table 3. Principal component analysis results
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3 1.049 14.982 72.565 1.049 14.982 72.565
4 0.982 14.022 86.587
5 0.534 7.622 94.209
6 0.309 4.419 98.628
7 0.096 1.372 100.000

HIZE 3 AP, USRS HT 3 D SR 7 NRFRI R T HAT,  HAR R BRER A IR AR T RIA
I RAATRAR ) N o BEMTR 2 MO G 0 R 5, FUHIT 3 D EBRO R TR R LR
LW
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Figure 2. HP filter graph of investor sentiment and index returns
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Table 4. ADF unit root test for Idxrtn and IS
%< 4. ldxrtn #0 IS B9 ADF BIRIGIE

A e ADF &il & 1% level 5% level 10% level Prob.
Idxrtn_hp —-12.216 —4.288 -3.560 -3.216 0.0000
IS hp —8.895 —4.288 -3.560 -3.216 0.0000
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Figure 3. AR unit root test
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Figure 4. Impulse response diagram
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