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Table 2 Results for Descriptive Statistics
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Table 3 Impact of Sentiment Contagion on Stock Price Co-movement
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Table 4 Results of Robustness Tests
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Table 6 Results of Instrumental Variable Regression
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Table 7 Regression Results of PSM-DID Tests
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Table 8 Impacts of Different Sentiment Contagion on
Stock Price Co-movement
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Table 9 Impacts of Sentiment Contagion on Stock Price Co-movement Under Different Post Popularities
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Table 10 Impacts of Sentiment Contagion on Stock Price
Co-movement Considering Industry Differences
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Table 11 Impacts of Sentiment Contagion on
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Table 12 Prediction of Sentiment Contagion on Stock Price Co-movement
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Research on the Impact of Sentiment Contagion on Stock Price
Co-movement: Evidence from Big Data of Stock Forum

YI Miaomiao', REN Fei', HE Lingjie', XIONG Xiong
1 School of Business, East China University of Science and Technology, Shanghai 200237, China
2 College of Management and Economics, Tianjin University, Tianjin 300072, China

Abstract: Social media platforms have become important medium for investors to exchange information. The sentiment con-
tained in the information is a key factor for investors to make investment decisions, which plays an important role in stock pri-
cing. Existing studies provide evidences of the impact of investor sentiment on the price of a single stock. However, there is by
far limited research that directly measures the sentiment contagion between investors, let alone studies of its influence on the
correlation of stock prices.

Using data on posts and replies on the East Money Stock Forum for A-share stocks listed on SSE from July 2018 to July
2021, we first measure investor sentiment based on big data mining and natural language processing algorithms. And we con-
struct an indicator of investor sentiment contagion between two stocks by using the correlation analysis method based on the
measure of stocks’ investor sentiment. Then we explore the impact of investor sentiment contagion on the stock price co-move-
ment and examine whether this impact would vary across samples with different sentiment tendencies, different levels of post
popularity and different industries. Furthermore, investigate the impact of investor sentiment contagion on the excess co-move-
ment and the prediction effect of investor sentiment contagion on the stock price co-movement.

The research results show that investor sentiment contagion has a significant positive effect on the stock price co-move-
ment in the current period, and this finding remains hold after we conduct a series of robustness and endogeneity tests. The het-
erogeneity analysis shows that the impact of sentiment contagion on the co-movement is more pronounced when there are
higher proportion of positive posts, greater popularity of posts, or belonging to the same industry. This study further indicates
that the influence of investor sentiment contagion on the excess co-movement is positive significant, and lagged investor senti-
ment contagion can well predict the stock price co-movement.

This study supplements the research that explores the driving forces of stock price co-movement in terms of investor senti-
ment and extends these studies by studying the impact of investor sentiment on stock price co-movement rather than on a single
stock, offering new evidence for a deeper understanding of asset pricing and a thorough analysis of the risk contagion mechan-
ism in the stock market. The prediction effect of investor sentiment contagion on stock price co-movement provides references
for investors and regulators to properly utilize sentiment analysis. That is, investors could set up trading strategies based on the

observation and analysis of the spread of sentiment contagion on stock forums to avoid risks or to make better investment re-
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turns. And regulators could monitor the levels of investor sentiment and the spread of sentiment contagion to detect market
fluctuations in a timely manner, and take measures such as heavier penalties for spreading fake information and urging the cor-
responding firms to release relevant information to ensure stock market stability.

Keywords: investor sentiment; sentiment contagion; stock price co-movement; stock forum; big data
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