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		Abstract

		This study explores the role of investor sentiment in a broad set of anomalies in cross-sectional stock returns. We consider a setting where the presence of market-wide sentiment is combined with the argument that overpricing should be more prevalent than underpricing, due to short-sale impediments. Long-short strategies that exploit the anomalies exhibit profits consistent with this setting. First, each anomaly is stronger - its long-short strategy is more profitable - following high levels of sentiment. Second, the short leg of each strategy is more profitable following high sentiment. Finally, sentiment exhibits no relation to returns on the long legs of the strategies. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Investor Sentiment, Anomaly, Short-sale Constraint

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Stambaugh,  Robert F. and Yu,  Jianfeng and Yuan,  Yu, The Short of It: Investor Sentiment and Anomalies (October 13, 2011). Journal of Financial Economics (JFE), Vol. 104, pp 288-302, May 2012, AFA 2012 Chicago Meetings Paper,  Available at SSRN: https://ssrn.com/abstract=1567616
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Robert F. Stambaugh

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: University of Pennsylvania - The Wharton School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Pennsylvania - The Wharton School  ( email )

			

			
			
				
				
				
					The Wharton School, Finance Department
University of Pennsylvania
Philadelphia, PA  19104-6367
United States
215-898-5734 (Phone)
215-898-6200 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Jianfeng Yu (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Tsinghua University - PBC School of Finance  ( email )

			

			
			
				
				
				
					No. 43, Chengfu Road
Haidian District
Beijing 100083
China

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Yu Yuan

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Shanghai Mingshi Investment Company  ( email )

			

			
			
				
				
				
					488 M Yincheng Road
Shanghai
China

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Pennsylvania - Wharton Financial Institutions Center]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				University of Pennsylvania - Wharton Financial Institutions Center 

			

			
			
				
				
				
					3733 Spruce Street
Philadelphia, PA  19104-6374
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    6,475

			

		
		
		
			Abstract Views

			   40,036

		

		
		 
		
			Rank

			    2,081

		

		
	


	
		
            
            	       79 Citations
		

	

	
		
			
				       66 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    American Finance Association Meetings (AFA)

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                American Finance Association Meetings (AFA)

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,238

                                    

                                    
                                        PAPERS

                                            1,056

                                    

                                

                                
                            

                        

                    

                
	
                    The Wharton School, University of Pennsylvania Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                The Wharton School, University of Pennsylvania Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,891

                                    

                                    
                                        PAPERS

                                            3,138

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marcella Barnhart at University of Pennsylvania - The Wharton School, Mia Wells at University of Pennsylvania - The Wharton School

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Behavioral & Experimental Finance (Editor's Choice) eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance (Editor's Choice) eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            4,186

                                    

                                    
                                        PAPERS

                                            4,378

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                
	
                    Behavioral & Experimental Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,707

                                    

                                    
                                        PAPERS

                                           16,904

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                
	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,375

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Investor Sentiment and the Cross-Section of Stock Returns

                        
                            By
                                
                                
                                    
                                    Malcolm P. Baker
                                     and 
                                
                                    
                                    Jeffrey Wurgler
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Investor Sentiment and the Cross-Section of Stock Returns

                        
                            By
                                
                                
                                    
                                    Malcolm P. Baker
                                     and 
                                
                                    
                                    Jeffrey Wurgler
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Investor Sentiment and the Cross-Section of Stock Returns

                        
                            By
                                
                                
                                    
                                    Malcolm P. Baker
                                     and 
                                
                                    
                                    Jeffrey Wurgler
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Investor Sentiment and the Cross-Section of Stock Returns

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeffrey Wurgler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Investor Sentiment and the Cross-Section of Stock Returns

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeffrey Wurgler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            How Does Investor Sentiment Affect the Cross-Section of Stock Returns?

                            
                                By
                                    
                                    
                                        
                                        John Wang, 
                                        
                                    
                                        
                                        Jeffrey Wurgler, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Liquidity as a Sentiment Indicator

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeremy C. Stein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Liquidity as a Sentiment Indicator

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeremy C. Stein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Investor Sentiment in the Stock Market

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeffrey Wurgler
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Investor Sentiment in the Stock Market

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Jeffrey Wurgler
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.129 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

