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5. Discussion and Conclusion

We investigate how the effects of language sentiment on investor judg-
ment are moderated by readability and investor sophistication level. In an 
experiment with MBA students as participants, we show that, when read-
ability is high, language sentiment does not affect investors’ earnings judg-
ments, irrespective of investor sophistication level. When readability is low, 
less sophisticated investors make higher earnings judgments when they are 
given an earnings release with positive language. Additional analysis shows 
that positive language is more likely to impair less sophisticated investors’ 
understanding of the firm’s unfavorable trend performance. As a result, 
less sophisticated investors tend to make judgments based on the favorable 
impression induced by positive language, which causes them to perceive 
the firm’s earnings performance to be stronger in the future. 

http://iranarze.ir/%D8%AC%D8%B3%D8%AA%D8%AC%D9%88/
http://iranarze.ir/positive+language+backfires+joint+tone+investor+sophistication+judgments

