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An Empirical Test of Rational Investment in China’ s Securities Market:
from the Perspective of Investor Sentiment

LI Xianke
( School of Economics and Management Guangzhou College of Applied
Science and Technology Guangzhou 511370 China)

Abstract: Investor sentiment reflects investors’ expectation of the future and guides the investment behavior in
the securities market. This paper selects the monthly frequency data of Shanghai stock market from January 2013 to
December 2020 to analyze the interactive relationship between investor sentiment and the yield of the Shanghai
Stock Exchange 50 index. The results show that the impact of investor sentiment on the index return reaches the
maximum when it lags behind the second period and then begins to slow down which has a strong inertia effect; the
impact of index yield will prompt investors’ sentiment to return to rationality quickly; when the investor sentiment
changes to the optimistic direction it will increase the probability of the index rising. As the representative of value
investment the Shanghai Stock Exchange 50 index and the market investor sentiment are mutually causal which
shows that in recent years China’ s securities market has shown the characteristics of value investment oriented and
rational investment.
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