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Abstract

The healthy development of the stock market is a vital part of the realization of economic stability.
In order to study the relationship between the Chinese stock market and the investor sentiment,
this article uses the Chinese stock market as the research object. First of all, by constructing the
GARCH-M and ARMA-GARCH-M models, the method of mixing is used to compare the risk premium
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coefficient of high-frequency data and low-frequency data investors. It is found that the risk pre-
mium of China’s stock market is not significant. On this basis, the VAR model is established, and
then the Chinese stock market yield and investor sentiment are conducted in the Granger causali-
ty test. The relationship between the two is studied. The results show that there is a positive cor-
relation between China’s stock market yield and investor sentiment. In the self-regression analy-
sis, it was found that the changes in investor sentiment were affected by the positive rate of return.
And at the same time, the investor sentiment would also be affected by the previous return.
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Figure 1. Investor confidence index timing chart
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Figure 2. Stock returns and investors sentimental timing chart
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