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Research on institutional investors and stock market stability

under different stock market sentiments

ZHANG Ping, ZHOU Yiyin
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Abstract: In order to study the effect of institutional investors on the stability of stock market,
this paper took the securities investment fund as the representative of institutional investors,
introduced split share structure reform and deepening the system reform as the separation point

of two major sentiment conversion periods in China’s stock market, used the principal
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component analysis method to obtain the individual investor sentiment index, and applied the
EGARCH model (exponential generalized autoregressive conditional heteroskedasticity model)
to empirically study the institutional investors’ impact on the stock market volatility under
different stock market sentiments. The results show that in the period of split share structure
reform, the behavior coefficient of institutional investors 7 is less than 0, the leverage index §
is greater than 0, and the interaction term is significant, which indicates that institutional
investors weaken the volatility of stock market, and there is a positive leverage effect. At this
time, institutional investors have a greater impact on individual investors; in the period of calm
mood, the value of 7, is far less than 0, and the individual investor index is very significant,
which indicates that institutional investors have a strong influence on stock market volatility
and individual investors. In the period of deepening the system reform, the estimated value of
m is 30.216, and the interaction term is not significant, which indicates that institutional
investors aggravate stock market volatility, but have little effect on individual investors.
Therefore, it can be seen that institutional investors can not stabilize stock market at any time,
nor can they have a sustained positive impact on the behavior of individual investors. The
regulatory authorities should formulate corresponding policies flexibly according to different
stock market sentiments.

Keywords: institutional investors; stock market sentiment; EGARCH model; principal

component analysis
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Fig.1 Trend of Shanghai Composite Index
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Table 1  Principal component coefficients of sentiment indicators

75 Y, Y, Y, Y, Y; Ys Y Ys
T 0.456 0. 000 0.152 —0.351 —0.582 —0.547 0. 000 0. 000
k2 0.286 —0.390 —0.517 0. 000 0. 000 0. 000 0.697 0. 000
x5 0.405 —0.125 0.395 0.529 —0.169 0.271 0. 000 —0.550
Ty 0.214 0.567 —0.297 0.295 —0.371 0.383 0. 000 0.414
x7 0.429 0. 000 0.120 —0.651 0.261 0. 547 0.000 0. 000
x5 0.294 —0.390 —0.505 0. 000 0. 000 0. 000 —0.704 0. 000
x5 0.427 —0.113 0.371 0.273 0.437 —0.216 0.000 0.590
X 0.220 0.575 —0.291 0. 000 0. 485 —0. 367 0.000 —0.396
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HWEMERRER I ERRFERER. MRS Y, .Y,.Y,; of sentiment indicators

Y, = 0.456x, + 0.286x, + 0.405z, + 0.214z, + Yi 0. 450 0. 450

) Y, 0. 230 0. 680

0.429x, +0. 294z, +0.427x5 +0.220x; ; Y, 0. 183 0. 862

YZ = —0. 39012 — 0. 1251; + 0. 56711 + 0. 390.’[; — Y, 0.072 0.934
0.113x5 +0.575x, ; Y; 0.034 0. 969

Y, = 0.1522, — 0.5172, + 0.3952, — 0.297x, + Ye 0. 017 0.985
) ) Y, 0.009 0.994

0.120x; —0.5052, +0.371xsy —0.291x, , Y, 0. 006 1. 000

I3 SR A DT R 200 R A S B N IE 46
C, = 0.233x; —0.055x, +0.226x5 +0.172x, + 0. 2152, — 0. 050x, +0.234xs +0.178x, ,
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Q(6) = 6.868(p = 0.333),Q(12) = 11.074(p = 0.523),
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Table 3 Heteroscedasticity test result

fif 4 F 4tk b Y x* G Ja 75 39D i i
1 6. 263 0.000 36.324 0.000
2 2. 666 0.027 13. 635 0. 034
3 6. 759 0.000 37.413 0.000

WIEE 3P FEHER p BT LLAE B E 5% 08 EEKE WA A LM A IS 6 B A K 56
AR R B E S E T AR Z 7 GARCH 800 .
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Table 4 Estimated results of model parameters

it 35 i SR ZHAGIHE Z Gt at P
PIE @ 0. 644 9.989 0. 000
w —8.790 —4.362 0. 000
a 1.968 618. 891 0. 000
B 0. 544 2.151 0. 032
y —0.482 —1.629 0.103
1 T %
7 —9.896 —108. 989 0. 000
7 —2.013 —0.930 0.353
s —0.001 —0.278 0.781
7 0.016 1. 945 0. 052
ARCH-LM # % F giit & 0.721 — 0. 705
Wl @ —0.231 —8.105 0. 000
w —10. 706 —5.559 0. 000
a 3.033 5.102 0. 000
B 0.116 0.233 0.816
2 W% y —0.156 —1.941 0. 052
7 —52.564 —3.959 0. 000
7 0. 004 2.714 0. 007
7 0.134 4.895 0. 000
ARCH-LM #;: 56 F il & 0.814 0. 565
¥{E @ 0.071 1.327 0.185
@ —0.104 —1.966 0. 049
w —12.164 —6.940 0. 000
a 0.825 1.237 0.216
B 1. 383 3.010 0.003
3 W% y —0. 430 —1.936 0.053
7 30. 216 2.311 0.019
7 0.015 0.014 0. 989
s 0.003 3.202 0.001
7 —0.015 —0.908 0. 364
ARCH-LM # % F 5iit &t 0.277 — 0.257

H: ARCH-LM kg 56 HUR 363 5 6 s p<<0. 05 /R4S i 3,



5% 2 K AF R TR BTG 4 T LA SR S BT R R 129

B 3% 4 AT B0 1 B(E 7 AR X JE 2 W 3 19 81 EGARCH BRI LG 153 8847 . HAAAAE 5 T
2550 2 IME T BRSO 2 TR A R 2SR E, LI B Jr 22 50 3 i1 (E
TRAUE — WS H 3 7 ARG B 2 CIH A . A A 450 s S O IR R
B4 BLAC B R 5 o0 G U I 3 A B I 1 U8 sl 1 00 45 TR S A B 3R 2 ) A A e R A

3R 4 AT LAE & BBy HE/N T 1. 456 GARCH i 2 PR AT 38 4510, i i 399 1 At 4 3
v B2 A R T I I0 2 3 5 B A T R ek s s S Xy R AR T RCR s e BT A A AR T
TR INE S0 1 (o] % 3 R b o X R W TR AR 0% I 4 T B Bl i, LA 8 5% O A R IR R B AR E AR . IR
T 40 2R 8 32 J) B s DT 7 2 T B8 Bl B D) G vk A Rt I ) B A B 2 i s I 2 TE B I A R g i
PUR % 08 5 A — @ B 3o 7 RS 0e BTy i R 8k L - S R I 8
2.3.1 MM FH AR THE S LI T B bt B0 3 0% T AR 6 Y AL R 5T

TR BAE ¥ R IR R, W T A2 R AT B R e T R . R 45 R R B TR Ak A o e
1 BB R T A 43 A B 40 3¢ B I B B B i A7 A6 14 AT 2550 1 B e

FERH 1 v, 24 D=0 i}, B Ab T RETT B 45 T MR, g ORI 0 —9. 896, H Z i it B 3% . i
F WG A AL 55 3 1 38 A e i i 3 AR e AR AR — e R RS TR R st 2 D=1
WF BDENG 25 E T 9 = —11.909(—9. 896 5 —2. 013 ZHD /N T 0, RN T E L 5 17 ik
SRS T BT A B . H o G U AL B 5T A I Bl B S WA AR LI 4 T R R . TERTI 3
o A THE R 30. 216, Ry TE(E . 3R W) 25 R T 15 28 i Bl B R I HILA 4% 9 B O I ke B AR el i AR
LA L 56— Uk A RE T A B T I A e A HIUA B0 8 S i ) 1 T B B Pk . AR g R g 2 BT
25 T Z0 0% Bl 1) B A L AN AR AR SR — U B T A B S T 3 1 e S R (RS AR A S LA A R
(] 7 A4 1 R EL AR FE O JBE T 38 3 1) 5 i e Oy S 35 15 P OH ) BT 438 % 3 XA AR 5% 8 1) 52 iV P e A
N o TR S R I, A N B0 35 AR LU LA 50 2 1 5 e A T R A N AR A o S e i T
P F AL E L R LA BT 5 A N B5E A A B 5 e A F )

2.3.2 WM FH AR T LT R e R AL T 6 v AR ST

FER B4 IR BT B (R 0. 116, H Z it R A 1 3, 3R WX A By BOFL AT %500 4855 5 R G L ) 4
S I S S BB TG R T T B e . 0 R BCER AR W R WIAEE 25T IR I LA R X IR
AR M B N 1 248 B A BRS8N . g = —52. 564, Uk B AE BL I T AILAG 45 9% 38 0 e i ik s v 1y
TE [ 52006 38 K 18 46 0 B s TR s e . e BRSSO ER B S T S A E A o T A R TR E .
5T 45 b FEFNR R A AH L 8 1A e A T )y o U B A B T TR B T AT AT A A S L A LI 25
F T A S DR AR 858 T B g, R s BT A 3 R WIHLR R BT F AT IR AR E AT
EH TR 5] S,

3 HBRSMEBREN

TENUR B BT U A e 1 -+ JLAF ], e AT 9 B 8 W 24 )53 T TU 104 0000 1 A 0k 53 JBe i 982 3l Pk 1) 2
o HHCAD IR 1B A e Sl L AL 5 B BN B A TR R S T A8 A5 A e sl 5 A Sl 2 A AT B 4
AT IR 2 T A R R (4 B2 0 T X e A 2R AR I IR AR 2

o UG AL 58 3 AT AE A W7 JR R ) Ak A 386 % 38 N o 7 A T 34 o L3 9 152 00 ) ] i
R, ] 2019 4FJE . D ABBTE 5 LSO HOP SHUM BB B Gt 7 3L B B e 2
B0 MU B B2 1w A S B

HZ L BARAT T WK A A o L 5 T e 4 ) 000 A [ o T DA 50 A8 O o R 11 245 2R A
SO AT B AN o AUy B SO N ) AL AS £ 5 5 BT Tt R 30 O 2 ) OS24 i R 2 50
A BB Ll IR A 5 5, BRI G2 )™ 55 S A AL 43 95 3 A B AT S S 1 A A% L X i
R TR E MV T 72 TR A VAR fhl g o i S0 » AL 45 B 35 bl IS 7 SBOR B¢l T AN W =R L (H M 0 BE



130 W TLR B B o 4 %33 %

Vi 3 EOHUAL B BT I B R B 02 0 i i RS E B AR

H= A i g 4 L H 0. i 5 RAF i SR BN 0 17 HIUAL 430 98 38 XHIE 27 T 37 oA ok & R AT i 45 0
AN W A A T SR B A B R R X RN R T BT B B . FEE SR T I 2T R
JBeA AN T 3 0 BRI P A7 AE T B BT B R IR . T TR AL 558 2 B A5 AT R O A
TN IR P IR 300 o DR 0t AL 5 % 3 X0 17 2 T I3 I 300 A0 52 ey B DA S8 o ST P R I 30 O B 2 ) sk
55 AR S BT 3 X BT PRy B R R i o i i AL 5 9 1) K S AT O B R R B T I Bl 1Y e KR
S IR ROPNE S € 2 KSR N S AL R Ere iy ok N Y UGG X (SR

Hh [ BT 4 5 SR AT A LR AP A — E B 22 B0 . e Y RT BT b £ SRS 1 R B O R
RS AR BTH WIF B A IR AL A RIS —E AR BEAT . L 7R A8
BEH IR AR BEAT 0 0 [R)  B S ai  HUA £ BT A7 O 51T A AR ML B0 Bl 28 L R A RELE
UL AT 0k 31— A B R AR

Bt UL 30 98 8 BAAELAS Wt D BR300 55 B0 4 DA 0 B T 5 ) 532 WD L o8 7 0 O PR & i 5 %o ML A
BB WA o2 BT B G E A IR N E B AR X 58 3 A 5 AR MR AR 1 AR AR P ik
i KA M AR — L B A S e AR B o [ ST B 7 37 M A8 L ) BB e 3 o o bRk
T SR R E T S S AL B A oA 1R B R Y R W A 5 S BOLE H BB A 45 1M i SOA AL (A
J2 H T e RO TS A R 2 TR I M 14 3 B AT PR T R SR T R e B R e U i KR

Hh T 2 T HO R LB D 5B T 16 e T IO R K HL A 4 A By DR R RR
{14 Hh B R 2 2l S B S A BOL B G E L AT B B s B R BT 4 X R AT O R
W AR K 7 JBE T 15 48 162 i BT o B 20 s 0 B 456 B 38 1) 51 4 v LA 15 B 3 XS A8 B8 B AT 0
SRR BE L TR I AR AR 2 U S SN JBE T 15 4 A R I R AT 2 AR SR AR M B R B R R A AT
18 368 H ] e T A T B A R B

4 % E

AR SCLAIEZ3 45 BT 5 8 D MUAG 45098 5 ARAR 5 D A AR 0 8 38 AR % A A ol 204 7 Bl o ol B vl R 2
A0 L O AT 03 3 B A A 35098 3 1 25 15 20 (1T EGARCH K828 SIEHIE 73 A 78 A [+ JBe i 17 2%
AU B BT X AR E BT A AN BN 4 BT 5 IRAT L BURA 45098 3 A AN T I 3000 Jse i A A Y
SR AN () o 0 R BE XA AN B8 38 A7 D ke 47 252 149 1 18] 52 W) o DR I M A8 22 ) 5 AR 0 AN () Jie il 1 4 2RI o
FHNE O AN T 16 4 ] A1 3 T 37 1] B8 ok LTS v [ LAY 45 % A 3k X i/ s i e 8l 0 B i A oA fe B
JEA BRI PEH .

S %30k

(1] w3 K HLA 3% 58 35 1 3 & te ok T+ [EB/OL . (2017-07-27)[2020-05-07 . http://www. cs. com. cn/xwzx/
201707/t20170727_5394688. html.

[2] DELONG ]JB, SHLEIFER A, SUMMERS L H, et al. Positive feedback investment strategies and destabilizing
rational speculation[ J]. The Journal of Finance,1990,45(2):379.

(3] ZRAHT-. 32 H H. QFIL 7 B0 o [ ISR i 588 M i 52 i) - 36 T 56 50 5 BE S RN P e LT 0. R WM& e 5% . 2019
(5):60.

(4] #E#R. kA 2T GARCH-M KRS 1 JB 48 19 52 %0 JI i ipte gl 52 e i AT 5 LT 1. o [ 4 R 2, 2017, 25(1) < 27,

[5] WERMERS R. Mutual fund herding and the impact on stock prices[J]. Journal of Finance,1999,54(2):581.

(6] EM LR PLMHREHELTES TR FRAT Y 6T R 0 g iR L) 1. A4 ,2018(12) :62.

(7] WM. o i o 2 4 e AT Ml 2 T 1 32 OB A 9 [0 ], BAR RS Al . 2019.(10) - 86.

(8] XM HALZ. PLAM B2 X 3 B B i e sh g i F 2L . 7 23F 8, 2010(5) : 144,

(T4 5% 143 70





