

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Investor Sentiment in the Stock Market

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			37 Pages
		
		

		Posted: 14 Feb 2007
		
			Last revised: 12 Jan 2009
		
		
	

	
		
			
			




	See all articles by Malcolm P. BakerMalcolm P. Baker
Harvard Business School; National Bureau of Economic Research (NBER)
Jeffrey Wurgler
NYU Stern School of Business; National Bureau of Economic Research (NBER)


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 4 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Investor Sentiment in the Stock Market

								
							
							
							
								
									Number of pages: 37
								
								
									Posted: 14 Feb 2007
								
								
									Last Revised: 12 Jan 2009
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							2,424
							
						

					

					
					

					
						
							
						

						
							
								
									Investor Sentiment in the Stock Market
									

								
							
							
							
								NYU Working Paper No. 2451/31359, NYU Working Paper No. FIN-11-026
							

							
							
								
									Number of pages: 23
								
								
									Posted: 15 Dec 2011
								
								
							

							
						

						
							
							Downloads
							  814
							
						

					

					
					

					
						
							
						

						
							
								
									Investor Sentiment in the Stock Market
									

								
							
							
							
								NBER Working Paper No. w13189
							

							
							
								
									Number of pages: 38
								
								
									Posted: 03 Jul 2007
								
								
									Last Revised: 17 Jul 2022
								
							

							
						

						
							
							Downloads
							  404
							
						

					

					
					

					
						
							
						

						
							
								
									Investor Sentiment in the Stock Market
									

								
							
							
							
								Journal of Economic Perspectives, Vol. 21, No. 2, pp. 129-151, Spring 2007
							

							
							
								
								
									Posted: 30 Apr 2007
								
								
									Last Revised: 12 Jan 2009
								
							

							
						

						
							
						

					

					
				

			

		

	

	


	
	
	
	
		
		
	
	
		
			Date Written: February 12, 2007

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Real investors and markets are too complicated to be neatly summarized by a few selected biases and trading frictions. The "top down" approach to behavioral finance focuses on the measurement of reduced form, aggregate sentiment and traces its effects to stock returns. It builds on the two broader and more irrefutable assumptions of behavioral finance - sentiment and the limits to arbitrage - to explain which stocks are likely to be most affected by sentiment. In particular, stocks of low capitalization, younger, unprofitable, high volatility, non-dividend paying, growth companies, or stocks of firms in financial distress, are likely to be disproportionately sensitive to broad waves of investor sentiment. We review the theoretical and empirical evidence for these predictions. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: stock market, sentiment, asset pricing, behavioral finance, behavioral economics

	
	

	
    

    
	

	
	
		JEL Classification: E44, G12, G14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Baker,  Malcolm P. and Wurgler,  Jeffrey A., Investor Sentiment in the Stock Market (February 12, 2007).  Available at SSRN: https://ssrn.com/abstract=962706 or http://dx.doi.org/10.2139/ssrn.962706 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Malcolm P. Baker

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Harvard Business School  ( email )

			

			
			
				
				
				
					Boston, MA  02163
United States
617-495-6566 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://www.people.hbs.edu/mbaker
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Jeffrey A. Wurgler (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: NYU Stern School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				NYU Stern School of Business  ( email )

			

			
			
				
				
				
					Stern School of Business
44 West 4th Street, Suite 9-190
New York, NY  10012-1126
United States
212-998-0367 (Phone)
212-995-4233 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.stern.nyu.edu/~jwurgler/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
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

				    2,424

			

		
		
		
			Abstract Views

			   25,978

		

		
		 
		
			Rank

			    5,766

		

		
	


	
		
            
            	       40 Citations
		

	

	
		
			
				       43 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Harvard Business School: Finance Unit Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Harvard Business School: Finance Unit Working Paper Series

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

                                
                                    
                                        FOLLOWERS

                                            9,162

                                    

                                    
                                        PAPERS

                                              613

                                    

                                

                                
                            

                        

                    

                
	
                    Behavioral & Experimental Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance eJournal

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

                                
                                    
                                        FOLLOWERS

                                            3,708

                                    

                                    
                                        PAPERS

                                           16,905

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

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

                                
                                    
                                        FOLLOWERS

                                            3,023

                                    

                                    
                                        PAPERS

                                           32,411

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            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-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
