Accepted Manuscript

Revisiting the investor sentiment-stock returns relationship: A multi-scale mﬂ.:':ﬂ'i‘.‘,{:ﬁ#:..':'
perspective using wavelets e

Jiashun Lao, He Nie, Yonghong Jiang

PII: S0378-4371(18)30119-5
DOI: https://doi.org/10.1016/j.physa.2018.02.043
Reference: PHYSA 19163

To appear in:  Physica A

Received date: 1 November 2017
Revised date: 29 December 2017

Please cite this article as: J. Lao, H. Nie, Y. Jiang, Revisiting the investor sentiment-stock returns
relationship: A multi-scale perspective using wavelets, Physica A (2018),
https://doi.org/10.1016/j.physa.2018.02.043

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to
our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form.
Please note that during the production process errors may be discovered which could affect the
content, and all legal disclaimers that apply to the journal pertain.


https://doi.org/10.1016/j.physa.2018.02.043

Revisiting the investor sentiment-stock returns relationship: A multi-scale perspective

using wavelets

Jiashun Lao™®, He Nie* ", Yonghong Jiang® ¢
* Institute of Finance, Jinan University, Guangzhou 510632, China

® Department of Mathematics, College of Information Science and Technology, Jinan University, Guangzhou

510632, China
¢ College of Economics, Jinan University, Guangzhou 510632, China
“ Corresponding author

E-mail address: heniexka@gmail.com (H. Nie)

Highlights

®  The nonlinear asymmetric Granger causal relationship between investor sentiment and stock returns for
US economy is examined.

®  The strong bilateral linear and nonlinear asymmetric Granger causality between longer-term investor
sentiment and stock returns is detected.

®  We observe the positive non-linear causal relationship from stock returns to investor sentiment and the

negative non-linear causal relationship from investor sentiment to stock returns.

Abstract

This paper employs S®V proposed by Baker and Wurgler [1] to investigate the nonlinear asymmetric Granger
causality between investor sentiment and stock returns for US economy while considering different time-scales.
The wavelet method is utilized to decompose time series of investor sentiment and stock returns at different

time-scales to focus on the local analysis of different time horizons of investors. The linear and nonlinear
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