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Abstract

In this paper, the relevant investor sentiment data are obtained by using the investor sentiment
index formula, and the influence of investor sentiment on the stock market is further discussed by
combining the time series analysis method. Firstly, ADF test is carried out on the obtained emo-
tional data and stock price data to ensure the stability of the data and provide a reliable basis for
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subsequent analysis. On this basis, a vector autoregressive model is constructed to explore the re-
lationship between investor sentiment and the closing price of the CSI 500 index. In order to further
explore the causal relationship between the two, the Granger causality test is used. Through this
test, itis judged whether investor sentiment can predict the trend of the stock market in a statistical
sense. Finally, impulse response analysis and variance decomposition analysis are used to track and
quantify the impact of investor sentiment on the closing price of the CSI 500 Index and its gradual
changes in the short and long term.
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Table 2. Correlation test

F 2. AXRMRE

Inclose CICSI
Inclose 1 (0.000™) 0.544 (0.000"™)
CICsI 0.544 (0.000") 1 (0.000™)

W L L O RMRE 1%, 5%, 10%H) 83 K.
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Figure 1. Scatter plot between investor sentiment and stock price
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Table 3. ADF inspection
%2 3. ADF #18

AE RRIAHY ADF {4 1%l FHE ghit
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Inclose R IR 5 15 —2.470161 —3.460154 A
Dinclose BRI S I -13.174262 —3.460708 T
Table 4. Optimal lag order test
* 4 REFEMERRE
i logL AlC sC HQ FPE
0 —274.04 —0.155 -0.103 -0.134 0.856
1 -59.966 —4.343 -4.186 -4.279 0.013
2 —42.582 -4.603" -4.339" -4.496" 0.01*
3 —38.362 —4.596 -4.225 -4.446 0.01
4 —37.449 -4.521 -4.04 -4.326 0.011
5 -31.294 —4.554 -3.962 -4.315 0.011
6 -30.414 —4.475 -3.772 -4.191 0.011
7 -29.241 -4.402 -3.585 -4.072 0.012
8 -25.105 -4.391 -3.459 -4.015 0.012
9 -24.831 -4.295 -3.246 -3.872 0.014
10 -20.714 -4.282 -3.116 -3.812 0.014
11 -16.647 -4.268 -2.982 -3.75 0.014
e RN 5%K LR
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VAR Model Characteristic Roots
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Figure 2. Unit circle and eigenroot test
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Table 6. Granger causality test
5% 6. Granger EIR1LE

SR FEARSL F4it& P A ZEib
B F B AR RN IS 2= AR A 224 0.5818 0.5598 B2
BN AN R 505 3 17 4 A 2 AR TR R 42.7319 0.0000 a4

4.7, BRI S

fik et o 2 B K o A ] B 2D 3R s AR B 2 [ R DR SRR R AL AL . 1] 3 SR e X B 1 2 O ik
R P, JBEAAE — BUR IR) P9 0 I R e AN 20 e B I 4 R T R, TR BT, OF LS
WA B X 5 B N B AT AR 15 4 R BRE G LE Be A kR S, A AT BLR Y, BB
B RN AN ELRUN, IF BAESE 8 W5 4E RPN T AR HRPIRAS, Hea)ilhi i, 7R — Bt E iy
e AR BENE 16 28 2 BT S HA R T4 . KR, BB 15 280 B0 i 1 3h BAT B 2 5
Wi, AR 45 % 2 1 2 e W HEBN B2 A A% (0 130K, T SRR B2 A% (0 1 Bk U 5 45 0 3 1 4 1) D RS
IR

0.25 1

0.20 A

0.15 1

0.10

0.05 -

0.00

-0.05

-0.10 4

Figure 3. Pulse response of stock price to investor sentiment
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Figure 4. Pulse response of investor sentiment to stock price
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Table 7. Variance decomposition of investor sentiment

#1. RABRERENE

B4 PRz CICSI % Lnclose %

1 0.681 100 0

2 0.935 79.082 20.918
3 1.08 76.49 2351
4 1.182 74522 25.478
5 1.253 73.527 26.473
6 1.305 72.868 27.132
7 1.344 72.429 27571
8 1.372 72118 27.882
9 1.394 71.893 28.107
10 1.41 71.726 28.274

Table 8. Variance decomposition of stock prices

8 BRNHENE

i1 PRtz CICSI % Lnclose %
1 0.089 3.013 96.987
2 0.132 3.532 96.468
3 0.163 4.119 95.881
4 0.189 4.69 95.31
5 0.211 5.238 94.762
6 0.231 5.756 94.244
7 0.248 6.241 93.759
8 0.263 6.693 93.307
9 0.277 7.112 92.888
10 0.29 7.499 92.501
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