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Investor’s Sentiment and Stock Returns from the Perspective of Crisis Impact

Evolution. Characteristics and Risk Prevention
Zhang Pu, Ni Wenhui

Abstract: Based on the trade data in the stock market from July, 2019 to July, 2020 under the
influence of Sino-US trade friction and the Covid-19 pandemic, this paper analyzes the time-
varying influence of investor’s sentiment on different types of stock returns when social public
crisis occurs by the use of regression analysis of rolling samples. The study finds that investor’s
sentiment has a positive effect on the yields of all types of stocks. The yields of small and medium-
cap stocks are more sensitive to sentiment, while the blue chip stocks are relatively stable, and
the difference between the two will be magnified under the impact of crisis events; when a general
crisis event occurs, the coefficient of the influence of investor’s sentiment on the yields of various
types of stocks will decrease significantly, and then as investor’s sentiment calms down, the
coefficient gradually returns to stability; in particular, benefiting from efficient crisis response
measures, during the COVID-19 pandemic, the coefficient did not decrease but increased. In view
of this, government departments should pay attention to the positive effect of investor’s sentiment
on the stability of the financial market, and an early warning mechanism for investor’s sentiment
should be established in order to ease investor’s sentiment and prevent financial risks.

Keywords: crisis event; investor’s sentiment; stock returns
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