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Individual stock crowded trades, individual stock

investor sentiment and excess returns
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7. Conclusion

Understanding the combined effect of investor behavior and investor sentiment on the formation of stock prices is an
important issue in behavioral finance. In this paper, we offer explanations of excess returns with individual stock crowded
trades and individual stock investor sentiment.

We show directly that individual stock crowded trades and individual stock investor sentiment have significant effects on
excess returns. Specifically, we find that excess returns increase with individual stock crowded trades and individual stock
investor sentiment including or excluding the Fama-French three factors of China Stock Markets. Furthermore, excess
returns increase with individual stock buyer-initiated crowded trades, and decrease with individual stock seller-initiated
crowded trades including or excluding the Fama-French three factors of China Stock Markets. These evidences are consistent
with the view that both investor behavior and investor sentiment have significant impacts on excess returns.

oS do

g (50 Dguma Jlo Copia 33 Gage dliue plow duje 5 GHIS dlepe Blaal 9 OHIS dlep sy LuSp 36 S)o
Glaal 45 saals lis Le 02303 J1)3 wyp 3390 |y CROWDED Ol g (50,5 flg..- 33 OIS dile e Glaal b dlis ol o
dar pelad 21y 556 5 Lo puizmas a3S L3 plyw CiSp EalS b s il G5y p CROWDED Cyled 5 558 aylosw
2 Cada il Qhla s plaw 0 CROWDED Oylod o (ialidl a5 wils lis puld .easls )8 wyy 3yge giydlald puie
)3y 5 Blast (O Ga olgs 5 piyd Ll Jals (e U slgs).aiyls plaw Sy p Lhte 550 GBasde s plow CodS iy galysl

sl 00 sleans plaw CuiSy Dals 413 156 Caod gl GHNS dila

D dg3

Ceoyd b JolS ouds dazys dllie degd Sl ddlis daz 3 )] lawd g5 Lo o
ol SIS ol i LudSS) dseud b ol o (ialg JoB) 5y

Dol SIS ) 0uds dos 3 OYEs (0 Pdods Gesiwes )y

4000 *

aiz e Ol i oKy 5



http://iranarze.ir/%D8%AC%D8%B3%D8%AA%D8%AC%D9%88/
http://iranarze.ir/stock+crowded+trades+investor+sentiment+excess

