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Table 2 Correlation Coefficient between Every Original Proxy and Shanghai Composite Index
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Figure 8 Final Return Rate of Investment Strategy Based on Different Value of A
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Risky Asset Cognitive Price and Investment Strategy
Based on Unidirectional and Bidirectional Sentiment

Yang Chunpeng, Yan Wei
School of Economics and Commerce, South China University of Technology, Guangzhou 510006, China

Abstract ; Based on the investor sentiment theory, this paper investigates the sentiment cognitive price models and the investment
strategy from three aspects including theoretical model deduction, simulation analysis and historical data inspection. Firstly, this
paper establishes the unidirectional sentiment cognitive price model and the bidirectional sentiment cognitive price model, and
obtains their price expressions by mathematical induction. Secondly, the numerical simulation and parameter analysis verifies the
conclusion of many behavioral finance experiments. That is, when the high sentiment investors gamble with the low sentiment in-
vestors, the increase of the numbers of high sentiment investors will lead the market average sentiment level to climb up, and ul-
timately cause the asset price to rise up. Finally, this paper designs an investment strategy according to the unidirectional senti-
ment cognitive price model. The effectiveness of this investment strategy to Shanghai composite index is validated by using the op-
timization procedure for measuring the sentiment. The parameter analysis testifies the steadiness for returns of this investment
strategy.

Keywords : investor sentiment; unidirectional sentiment ; bidirectional sentiment;sentiment cognitive price;investment strategy
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