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Abstract

Using US stock portfolios that are formed on book-to-market equity (B/M), long term

reversals, momentum, and size, a long sample period (1965–2007), and the

comprehensive sentiment index of Baker and Wurgler (2006), this article shows that

contemporaneous returns of extreme portfolios are significantly related to monthly

sentiment changes and tend to be higher during periods of negative sentiment. Stock

returns, however, seem to Granger-cause sentiment changes and are more important in

predicting sentiment changes than vice versa. In addition, conditional return volatility is

significantly affected by lagged volatility rather than sentiment changes.

 Keywords: sentiment book-to-market momentum reversal volatility

 JEL Classification:: G12 G14 G15

Previous article View issue table of contents Next article 



 

We Care About Your Privacy

We and our 855 partners store and access personal data,

like browsing data or unique identifiers, on your device.

Selecting "I Accept" enables tracking technologies to

support the purposes shown under "we and our partners

process data to provide," whereas selecting "Reject All" or

withdrawing your consent will disable them. If trackers are

disabled, some content and ads you see may not be as

relevant to you. You can resurface this menu to change your

choices or withdraw consent at any time by clicking the

["privacy preferences"] link on the bottom of the webpage

[or the floating icon on the bottom-left of the webpage, if

applicable]. Your choices will have effect within our Website.

For more details, refer to our Privacy Policy. Here

We and our partners process data to provide:

U i l ti d t A ti l d i

I Accept

Reject All

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/rafe20
https://www.tandfonline.com/loi/rafe20
https://www.tandfonline.com/toc/rafe20/22/19
https://www.tandfonline.com/toc/rafe20/22/19
https://www.tandfonline.com/journals/rafe20
https://www.tandfonline.com/author/Spyrou%2C+Spyros
https://doi.org/10.1080/09603107.2012.671921
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F09603107.2012.671921&pubId=45409370&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/09603107.2012.671921?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/09603107.2012.671921?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/09603107.2012.671921?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/09603107.2012.671921?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/09603107.2012.671921?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/09603107.2012.671921?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/09603107.2012.671921
https://www.tandfonline.com/keyword/sentiment
https://www.tandfonline.com/keyword/book-to-market
https://www.tandfonline.com/keyword/momentum
https://www.tandfonline.com/keyword/reversal
https://www.tandfonline.com/keyword/volatility
https://www.tandfonline.com/keyword/G12
https://www.tandfonline.com/keyword/G14
https://www.tandfonline.com/keyword/G15
https://www.tandfonline.com/doi/full/10.1080/09603107.2012.669461
https://www.tandfonline.com/toc/rafe20/22/19?nav=tocList
https://www.tandfonline.com/doi/full/10.1080/09603107.2012.674202
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

Current Market Top Business Scopes Trend—A Concurrent Text and Time Series Active

Learning Study of NASDAQ and NYSE Stocks from 2012 to 2017

Source: Multidisciplinary Digital Publishing Institute

 

Linking provided by  

Notes

 Zhang, for instance defines the term investor sentiment as a representation of market

participants’ beliefs about future cash flows relative to some objective norm (the true

fundamental value of the underlying asset; p. 9).

 The index (level and changes) is collected from www.stern.nyu.edu/~jwurgler, where it

is publically available.

 See http://mba.tuck.dartmouth.edu/pages/faculty/ken.french. The site provides more

details on the construction of the portfolios. Also see previous empirical studies for

further details and discussion, such as Fama and French (1993, 1995, 1996), among

others.

 Their regression also includes a market return as a control variable, since high

volatility stocks may have higher betas.

 Testing for a unit root yields an Augmented Dickey–Fuller (ADF) test statistic for the

level of sentiment equal to −2.1777, and an ADF test statistic for the first difference of

the level of sentiment equal to −8.7783 (the 1% critical value is −3.4456; the 5%

critical value is −2.8676).
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