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by Firm-specific Technical Sentiment Index

WMEE2WH, SRS AHEREM, TRE
BEE AT REEREA, SN A iR
5 H 4 508 PR ok R, B A BB R 4 s Bl
TR R R U 25 AL B e, X [F] — 4 9
F LR A w28 B e T 4w Bk 4R o BRI,

HTH—-FRUEX A XR, BEHAEHEEL
" 3% R B A B R T 45 45 B 1E KR 8 4 10
H,HMBEFENELAN B AREEEBEBRRL .
EHBERAMBEAS, S8 FA RS %56 B HE
BMOE 14 -SHERHNEI04H, XLAPSH -
HEBI0H R EARIA - LHBESAIIMRTAA
g, WMRMREREEEHES MREERAM
R BETHEAWNERAGNGFEEENIE MR
Wt it REN , EREARA, ATFRX —BE
HAHWBBEEY N1, 134% , dh {7 ¥ 50.947% , It
Sh BA BB A BRERITE R REEES L, 4
Al N . 3 A (18) 3 R X — B 9 17 55 OE
o, B

Roie oy = R ign s = @1 + By (SentHM‘H - Senty,, ., ) +uy,

(18)
HA R e BB AN I8 BEBAMRA AL
Bl H M ERE TR E; R I T IRECAR
FIRBMERESABEARAT AN SR E LY %R,
Senty, o 71 Senty,,, A~ BB AR 45 48 $01E 32 5 41 A
BRA B SRAE (1- 1) A B9 5 AU P39 4 B R 1 4%
T RAE ; (Sentyy, g — Senty, ) N TEEERT, KA E
HEF o AERR, B AR u,  WRET,
T EH A KR TR R, AR BT 5 8 K Fama-
French = [FH FM3MAMshEE T MARERER, B

Rt tows = Reniepign e = 0t + Boy (Sentyy o — Senty,, ) +

By, Rmkt, + By Smb, + By, Hml, +
BosMom, + uy; , (19)

Hor, Rmke, 2y i 5 3 4 [ F 5 Smb, o 0L it N 15
Hml, At B4 th HF s Mom, HEH B FHF ., ETEHENE
ALY (RT3 H B A B A930% IR A A S &
K #930% BB S AR R R 2 20 I FH BN, By
~ Bos N Al 1 R B, wy, N BR 25 T . Rmkt, Smb, Hml, F0
Mom, B985k A T 8 BB E .

Fom I8 F(19)NMEEE R, N T # %
T4 H T 8 B T8 it R 25, S IR STAM-
BAUGH et al. *'# fift 3% , F| /il bootstap 25 11 5 47 #E iR .
HE2F N5 5 T 4y H KA B A B 4 8 A AR 2 (B
B14H) -ZHEHA(HMBI0H) WEIHZER,$3
FIFIFE O HE AL S A - £ H 104/ B 19 25
REBANMBIPNAHEAL I -EHESHNY
EIAZR, T (I8)RXM (19X M @R &N %
BATSCE XN B ERRAAH A s, BikE
1999 4E 22015 4F g BE A 1 7y, 3L 18 117 4£204 N A &
W AE R MO TR A S 1A RO 1 A R R
g, B 20 R O BN 203 4~ AE BT R B A & R
W, SR SR 4 BT 3 BB R 1 % £ R (Sentyy, ., -
Sent,,, . ,) BIREHNIE, ST -5, HE275] .55
B FNEE 6 3 5% B K b B, 535 1E10% 8 K F
FRE.EMA4HFESTRE, B KGR
HERBERN BEERFEEROREKA LT H
MHEHHRIE. R, ETHENGEFEELEXFE
AEEENS MERHAETF MEEGEFMER
FREKREE, AN RBEAREEE R ZRE
AW AR 3 F X s KR EFFE, 3 —
HFBIETH, A BREREEREES TRk ERF
FEBERMAERXRR, HMRIE T 8RN BAEAS
i 2 T B9 A R o
34 TEREREEERSLAIANE

MEPBEREEEUEGERNSBATZHSE
Pm N SATMENMESERERERE XL,
AWF5E % B ¥51999 45 FE 2015 4F A [ A B B4R BT A
AR OARE NE. BAES . MSRE.
BT 7 A L B B B L G M 4F 8 R AR AE 4 B 4y
RIOH , HitEE - HAEABINERNELH R
ARG B, LU H, . Bk UL, AT 5 L 4E
=% U 38 7 1R ) & A 7 HLAR (Size) , L BT R B0 &2 A
] PR B (Age) , LLAE AR K 1 T LG ) & 4 | AR Xt
i (BM), VL4ERE AU 35 R 0 B A & B FldE
(Roe) , LL4E 5K % 7= 1 {50 56 10 & 20 & UF 45 4R i (D/A)
(B R =il s 1 L S /N B: OBl =i o ol
(TA), AARIAE P B 55 B i 25 SR i s 3 ) &2 4 ]
I B (Sigma) , B2y 8] 4E 8 b e A K K 30 &2 A A
J8 A 1 ( Growth) .

5 4 BN 7E B AR HE G S 14 BB AR 2 FE Bl
P13, e T T (6L Bl IR L R R i 2 SR L B DR sl R
AL A B R R A A A B R
FIE WM E , 5 BAKERetal. P ) R B AY 4 .



140 EHEE (Journal of Management Science)

20184E1 A

6 BEFTREAFEENENSHRAELSRSHSRNER
Table 6 Return on Zero Investment Long-short Portfolio Based on Firm-specific Technical Sentiment Index

R -R

sent = Lano 1t sent = High ,t
1-10 5-10 1-5 1-10 5-10 1-5
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Figure 3 Trend on Means of Firm-specific Technical Sentiment Index of

Stock Portfolio Grouped by Firm Characteristics
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Table 7 Correlation between Return of Stock

Portfolio Grouped by Firm Characteristics
and the Sentiment Risk Factor
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Table 8 Results for Fama-Macbeth Regression
Test on the Technical Sentiment Risk Factor
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Table 9 Sub-sample Regression: Correlation between Price Deviation
for Cross-listed Companies and Firm-specific Technical Sentiment Index Difference

A £ :AH i

19994E 1 A 20034E5 A 20034E6 HE20054E4 A 200545 AE 201043 201044 HE0ISE 12

Dev’;"  ADev';"  Dev)"  ADev!]™  De!]"  ADen)"  Dev!]"  ADev!"
Py 0.924*** 0.897 ** 0.901*** 0915
o (3.702) (4.115) (3.675) (4.296)
AZH 0.075** 0.063*** 0.073""" 0.077***
ADev; ||
' (3.862) (3.911) (4.645) (4.287)

e onh 0.037°*" 0.026""" 0.034°"" 0.023""" 0.036""" 0.029""" 0.037""" 0.024"""
Tmsent’y”" — Tmsenty",
' ’ (3.641) (3.772) (3.015) (3.114) (2.997)  (2.985) (3.676) (3.520)
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BUBILES 2 631 2 547 1092 1 006 1103 1 015 4708 4 620
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v ” (3.768) (3.611) (2.964) (2.578) (3.228) (3.274) (3.671) (3.544)

A 2 479 2 471 1026 946 1032 951 4614 4531
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Table 10 Sub-sample Regression: Correlation between Firm-specific Technical
Sentiment Index and Individual Stock Return

Rt R 1999 461 A 2003 4£ 6 A 2005 45 A 2010 4E 4 A
el 84 F 2003 4E5 2005 4E 4 f F 201043 A % 2015 4E 12 A
Y 0.025%* 0.013* 0.057*** 0. 043 ***
o ‘ (1.993) (1.778) (2.884) (2.663)
Rk, -0.023 0. 041 -0.101 - 0.048
(-0.319) (0.325) (- 0.497) (- 0.784)
Smb, 0.233"* 0.462** 0.891°** 0. 507 ***
(1.974) (3.217) (3.497) (3.844)
Hil, 0.181° 0.096*** -0.028 0.431°
(1.826) (2.621) (- 0.024) (2.294)
Kaii, -0.178"* -0.301* ~0.194** -0.265*"*
(-3.228) (-2.227) (- 2.094) (- 3.645)
FURILE 53 23 59 69
VS R/ % 37. 411 26. 176 35.477 29. 726
Wald £ 77 {8 70. 206 33.128 59.876 65.294
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Table 11 Sub-sample Regression: Correlation between Return of Stock Portfolio Grouped
by Firm Characteristics and the Sentiment Risk Factor
&L T Bmb RE y
NFSFE e 1999 4E1 A 2003 4E 6 H 2005 4£5 A 2010 £ 4 A
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Size p. TN .
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g 0. 046 0.078" 0.102° 0.115°
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D/A B A i 2
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Table 12 Robust Test: Correlation between Stock Price Deviation for Cross-listed Companies
and Firm-specific Technical Sentiment Index Difference
AR AH g B £ AB it
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" (3.889)  (3.761) : (4.231)  (3.690)
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Tmsent’y"" - Tmsentjy " Tmsent"™* — Tmsenty ™ ’
' 3 (3.673) (3.594) : (3.598) (3.769)
0.022*"" 0.018*"" 0.019"*" 0.010™"*
Tisent;", , — Tisent; | Tisent, ;, - Tisenty , ,
: i (3.525) (3.497) s i (3.551) (3.627)
Rsize;‘f" -0.011"" -0.009"" -0.008""" -0.007 Rs:'.ze;‘,'“ -0.004 """ -0.004""" -0.002°" -0.002
g (-2.493) (-2.307) (-2.304) (-2.443) ? (-3.583) (-2.824) (-2.583) (-2.497)
it 0.319"  0.28*° 0.287"" 022" n 0,237 0.159* 0.229"° 0.108"
Share; Share;’;
' (2.065) (2.025) (2.254) (2.238) : (2.254)  (2.134) (2.335) (1.849)
0.2067°" 0.303°"" 0.352"" 0.334°* 0.355°"" 0.317°*" 0.407°° 0.375°°
Liguidity! " Liguidity!'T® 7
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T £ 9534 9534 0446 9446 || MiNE 8 084 § 084 8901 3901
HBERHR /% 94,473 95. 192 7.283 8.445 | BREHR/% 93.315 92,274 10. 381 8. 558
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Table 13 Robust Test: Correlation between

Firm-specific Technical Sentiment
Index and Individual Stock Return

R -R

sent = Loww 1t sent = High t
(1) (2) (3) (4)
0.03"  0.04™ 0000 000"
Semmg}( i Sent . -1
(2.153)  (0.038)  (0.062)  (0.073)
Rk, -0.031 =-0.021 -0.028 -0.033
(-0.34) (-0.225) (-0.239) (-0.314)
Smb 0.561°**  0.532°*"  0.545*° 0507
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Mom, -0.197 -0.185
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UL 203 203 203 203
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Wald + {8 79.449  70.206  66.832  65.294
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Abstract : Many studies show investor sentiment affects assets price market widely and consistently. BW index firstly introduced
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by Baker & Wurgler (2006) is the most widely used investor sentiment proxy. However, there are disadvantages of BW index.
First, BW index is constructed with market-wide indicators. It is not suitable to measure investor sentiment at industry or firm-
specific level. Second, because of the unavailability of certain indicators, BW index can hardly be constructed at high frequency.
For example, TPOs are not daily routines. There may be no IPO events for weeks or even months. Meanwhile, in emerging mar-
kets like China, regulators may suspend IPOs as reactions to unfavorable market condition. Either way, sentiment indicators such
as numbers of IPOs and IPO first-day returns will be missing for months thereby hindering the construction of BW index.

Based on the conception that technical analysis and behavior finance share the same notion that human behavior is repetitive
and predictable, we try to construct investor sentiment composite index with technical analysis indicators so as to overcome the
disadvantages of BW index mentioned above. Changes of stock prices and volumes reflect investors’ trading pattern, and inves-
tors’ trading pattern reflect investor sentiment directly. Therefore, technical analysis indicators based on prices and volumes are
naturally proxies for investor sentiment. For this consideration, we construct Technical Investor Sentiment index (TS index in
short) with 5 technical analysis indicators by principal component analysis, and verify its validity at both market-wide and firm-
specific level by multiple regressions analysis with a sample of stocks from 1999 to 2015.

First, we find that the correlation coefficient between annual ( monthly) TS index and BW index is 0. 873(0.376) and is
significant at 1% , indicating that there is significant correlation and similarity between them, which in turn illustrates the validity
of TS index on measuring market-wide investor sentiment. Second, we find that differences of TS index explain price differences
of cross-listed stocks, such as China A- and H-shares, and A- and B-shares. According to Baker & Wurgler (2012), this also
proves the validity of TS index on measuring sentiment. Third, we find firm specific TS indices are negatively related with indi-
vidual stock returns at both cross-sectional and time-series level. A hedge portfolio that longs stocks with lowest firm-specific TS
indices and shorts stocks with highest indices gains significant excess returns. Meanwhile, firm-specific TS indices are signifi-
cantly related with firm characteristies. Firms with larger scale, shorter history, lower book/market ratio, higher profitability and
higher revenue growth are more sensitive to investor sentiment. These findings are consistent with those of Baker & Wurgler
(2006) and Firth (2015) and thereby prove the validities of TS indices on measuring firm-specific investor sentiment.

This study makes several contributions to the investor sentiment literature. First, we illustrate that technical analysis indica-
tors are suitable to measure investor sentiment and therefore contribute to combine investment practice with academic investor sen-
timent research. Second, we verify TS indices as valid proxies on measuring investor sentiment at both market-wide and firm-spe-
cific level, thereby offering useful ways to study the effect of investor sentiment on asset prices or corporate finance decisions at
firm-specific level. Third, since technical analysis indicators can be obtained at high frequency, the way we construct TS indices
provides insights to measure investor sentiment in short terms such as weeks or days.
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