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Bañuelosb, A. M. Mart́ınez-Argüellod
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Abstract

We use Random Matrix Theory (RMT) and information theory to analyze
the correlations and flow of information between 64,939 news from The New
York Times and 40 world financial indices during 10 months along the period
2015-2016. The set of news is quantified and transformed into daily polarity
time series using tools from sentiment analysis. The results show that a com-
mon factor influences the world indices and news, which even share the same
dynamics. Furthermore, the global correlation structure is found to be pre-
served when adding white noise, what indicates that correlations are not due
to sample size effects. Likewise, we find a considerable amount of information
flowing from news to world indices for some specific delay. This is of practical
interest for trading purposes. Our results suggest a deep relationship between
news and world indices, and show a situation where news drive world market
movements, giving a new evidence to support behavioral finance as the current
economic paradigm.
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1. Introduction

The purpose of this work is to understand, in the context of Econophysics [1,
2, 3], the validity of the relatively new school of thought named behavioral fi-
nance and contrast it with the most accepted paradigm of the efficient market
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