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Abstract

This paper takes the CSI 500 Index as the research object and conducts an empirical study on the
impact of investor sentiment on stock volatility. By selecting and constructing appropriate investor
sentiment indicators, combined with the price fluctuation data of the CSI 500 Index, this paper uses
VAR model, Granger causality test, impulse response function and variance decomposition model
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to conduct an in-depth analysis. The results show that there is a long-term and stable relationship
between investor sentiment and the closing price of the CSI 500 Index, and the stock price is the
Granger cause of investor sentiment. The impact of investor sentiment on stock prices has a short-
term lag, but it exists in the long run. Based on this, this paper puts forward policy recommendations
such as enhancing the monitoring and early warning mechanism of investor sentiment, improving
information transparency and complete risk education supervision, and promoting the institu-
tional construction of market long-term stability.
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Table 1. ADF test table for CSI 500
%2 1. i 500-ADF #2183

N I FE
ZaME t p
1% 5% 10%
0 -9.91 0 -3.482 —2.884 —2.579
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Table 2. ADF test table for CSI 500
%2 2. i 500-ADF #2183

. , I FE
ZrB AL t p
1% 5% 10%
0 -9.91 0 —3.482 —2.884 —2.579
Table 3. Investor sentiment index and ADF test table
3. WERHBEEHS ADF IR
, N Il B
LML t p
1% 5% 10%
0 -2.211 0.202 —3.485 —2.885 -2.579
—6.526 0 —3.486 —2.886 -2.58
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Table 4. Automatic order determination

* 4. BENEM
B3 AlC BIC FPE HQIC
0 11.112 11.16 66967.486 11.131
1 8.649 8.792" 5701.738 8.707"
2 8.652 8.89 5719.475 8.748
3 8.648 8.982 5697.663 8.783
4 8.684 9.114 5910.741 8.858
5 8.695 9.22 5982.129 8.909
6 8.691 9.311 5959.908 8.943
7 8.715 9.431 6114.211 9.006
8 8.534" 9.346 5109.294" 8.864
9 8.573 9.48 5318.502 8.941
10 8.629 9.632 5640.683 9.036
11 8.648 9.746 5758.649 9.093
12 8.68 9.873 5965.056 9.164
13 8.734 10.023 6324.201 9.257
/o EIZIN EBH AL
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Figure 1. Inverse roots of AR characteristic polynomial
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Table 5. Granger causality test results
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J5 B 5 HO F{H p & gEip FEARSL
“p” T “CICSI” [HIHs 22 78R R 1.84 0.163 Bz 121
“CICSI” A2 “p” Bt AR 1.187 0.009 EiaEA) 121

*p<0.05, *p < 0.01.

4. ko )5 o5 K o

HIP 2 W1, X f BOM B A I i A T o ede 5, B R ARIRGE T DUV, TR A7 A R B
Feo TR T I 40 B NIRRT, BAE S U2 5 ORI P AR IS 5 . Hem) il i,
FERK I — BRI, 38 AR B 2O 2R . KRS, B E S R 20 RS2 A% A
HORFEM, L A BR B E R e R eSO R B K, RN SRR SR A A% 0 Bk A
BRI ORCIR DA R, LA 2.

Orthogonal Impulse Response from CICSI

5.000
]
4,000

3.000

— cicsl
wew D

IE3Z Bikonm

2.000*

1.0001

0.000

Figure 2. Impulse response graph
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Table 6. Variance decomposition table CICSI
6. IES MR CICSI

[ #5 period Variance Decomposition of S.E. CICSI (%) p (%)
1 4.491 100 0
2 5.647 99.916 0.084
3 6.218 99.736 0.264
4 6.523 99.48 0.52
5 6.693 99.174 0.826
6 6.789 98.84 1.16
7 6.845 98.501 1.499
8 6.879 98.174 1.826
9 6.9 97.87 2.13
10 6.914 97.596 2.404
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