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ABSTRACT 

We investigate how total, local, and global sentiment as well as idiosyncratic risk 

influences the mispricing of the American Depository Receipt (ADR). We find that 

sentiment in the US market corresponding to that in ADR’s home share market is 

positively related to the price deviations between ADR and its home share. Relative to 

investor sentiment, idiosyncratic risk plays a key role in affecting the mispricing of 

ADR. In particular, a high local sentiment in home share markets increases the effect of 

idiosyncratic risk on the mispricing of ADR, whereas high global sentiment decreases 

that effect. 

 

Keywords: American Depository Receipt; asset pricing; idiosyncratic risk; investor 

sentiment 

  

                                                             
 Qinqin Wu, Ying Hao, and Jing Lu are at the School of Economics and Business Administration, Chongqing 

University, China. Address for correspondence: Jing Lu, Department of Finance, School of Economics and 

Business Administration, Chongqing University, China. Tel: +86-23-65112504; Fax: +86-23-65106325; e-mail: 

lujing@cqu.edu.cn. Jing Lu gratefully acknowledges the financial support from the National Natural Science 

Foundation of China (No: 71373296 and 71232004). Ying Hao acknowledges the financial support from the 

National Natural Science Foundation of China (No: 71372137) and the Fundamental Research Funds for the 

Central Universities of China (Grant no: CD JSK11002 and 106112015CDJXY020010). Qinqin Wu 

acknowledges the financial support from the Chongqing Graduate Student Research Innovation Project 

(CYS14001).  

mailto:lujing@cqu.edu.cn


Download English Version:

https://daneshyari.com/en/article/7364338

Download Persian Version:

https://daneshyari.com/article/7364338

Daneshyari.com

https://daneshyari.com/en/article/7364338
https://daneshyari.com/article/7364338
https://daneshyari.com

