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Spillover Effects among Individual Investors and Financial Markets
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This thesis explores the dynamic spillover mechanisms between retail investors and financial markets
from three perspectives: the interconnections among different sentiment indices and stock returns, the
exogenous effects of investor attention on cross—market risk spillovers, and the asymmetry between
sentiment and sector—specific spillovers. The three chapters collectively construct a unified
empirical framework, revealing that individual investors are not merely noise traders but active
participants in a multi-layered financial system. They can absorb and transmit market shocks while
also serving as critical factors that alter market risk propagation pathways under specific
conditions.

Chapter 2 dissects the causal relationships and volatility spillover effects among media—based
sentiment, market-based sentiment, and stock returns. Using vector autoregression, dynamic conditional
correlation—generalized autoregressive conditional heteroskedasticity, and connectedness models, this
chapter reveals that stock returns primarily drive sentiment changes rather than the reverse. Media-—
and market-based sentiments absorb most of the volatility generated by price fluctuations, with
overall connectedness significantly increasing during major market events. These findings highlight
the role of sentiment as a reactive channel through which market information and price volatility are
reflected and amplified.

Chapter 3 explores how investor attention to the federal funds rate influences cross—market spillover
effects across stocks, bonds, exchange rates, and commodities. Employing a time—-varying parameter
vector autoregressive connectedness model with Google search volume as a proxy for attention, we find
a significant association between heightened policy attention and reduced total spillovers
particularly during periods of heightened uncertainty. This suggests investor attention acts as a
stabilizer, mitigating excessive risk transmission across markets

Chapter 4 examines asymmetric spillover effects between bullish/bearish investor sentiment and U.S.
stock sectors. Using time-varying parameter frequency connectedness, we find that short—term
connectedness dominates long—term spillovers; return spillovers dominate volatility connectedness;
bullish and bearish sentiment exhibit pronounced asymmetry; and significant sector heterogeneity
exists. Negative sentiment tends to absorb more risk spillovers, while cyclical sectors often act as
net transmitters.

Collectively, this thesis establishes novel insights into how individual investors interact with
financial markets across different time horizons and market conditions. This thesis demonstrates that
sentiment and attention are behavioral factors capable of influencing both return and volatility
transmission, offering a richer, more nuanced perspective on the role of retail investors within

modern financial systems.




A7
MLBEEOKROES KO Y F

K 4 ( ER: )
(F%) K v
U i B G
" - Rl 2 i KE
Rl 2 B WE
BB ROEE
G THARDES]

RS, FARER LRSS OMOBHRA NV —N—D A=A L%k, 3OO8E, Thbb, B
DT AN (REED, BIE, O, ER2E) IBE RIS ROM A REEN, REZOBLATHREY 27
DAENF—=N—ICRIETHERNFE, TLTErF AL b EFEEEF DA A — =D & & 55
T2,

FoETIE, 2006/11/170>52019/10/4F TOMIB EZ XM RIZ, =2 —AREDAT 4 TIZHESL BV F AU, <
=7y MEEIZESS B F AU, £ LU THAMIEE SR (S&P500) OMORKRERERTT 4 VT 4 DA LA
—N—NRE T D, —a—AREDAF A TIZESC BV F AL MZHOWT, BRFEE= 2 — X DR ZH1% O
HEME - BHERREICL > T A ML THRIEEIERT 5, v—F > MEBICESS By F A MTONT, &
7y a VT OMRBE OB 21X ELTT Yy b a— - LA (PCR) AL, LDHEMICEERD
TENCEE L, HITHMINRRICEEE 522089 hERET 5, <7 MVACBER, S5 & HE—iit
H CER ST & R —45 805 /L (dynamic conditional correlation—generalized autoregressive
conditional heteroskedasticity model, DCC—-GARCH model) ZHAWTHOM L7=FEE, BRMEINISEN B F A R
OEALEEIZBIEEIL, ZOHTERVWIEEZHONICT D, =a—AAXAT 4T ~v—4r v MEIEIZES Y
FAY M, MEEZL S TELDIRTT A VT 4 ORI ERIL L, EERTEHA X NRFIZIT AP 72 B8
HERKIBICE E S, TEEREMEEZEN KL - SR SN D RIEHRT ¥ 2NV ELTOR VT Ay NOREIZEE
izl Tnd,

HIETIE, 2004/1/12°52025/3/8% TOHIMEMRIZ, 72T TV 7 7 RER~OBEZOERDN, HK,
&%, AL — N, S&P GSCIMEMIEEMOWEANRICED LI ICEET HNEELET D, GoogleRBR/RE T =T 7
N7 7y RER~OBREZOEFEBEONRHMER L LT, AJE/NT A =X EROVARET V& HWTON LIZFER,
BERA~OEREDOREE D LW ENR2EROWADOMICHEBEZBEN AL O, FRICREIEEN G E - IR i ©
DL ENGrol, T, BEROFEEANLEEE LS LTHEEL, THHOEE R Y A7 RELEMTLHZ L
BREBELTWND,

AT TIE, 1993/5/37°52025/3/12F COMIM ZXIGIZ, MK/ PHROEEZLH (7 A ) W EAAFER S
(AATT) 23k 2 TAAIL Investor Sentiment Survey (AAII¥EFR L F X NidE) | 2FH) & KkEO#M
EHWT, EEMOMEKNEERIET D, VARDFZENRT A —XEF V& HWT, EHIH 72 BEM S R 7k &
PR EZFR L TWDE Z ENENNTZ, NIEROWRIRNRT T 4 ) T A IR BEE 2, BRALEPROBER L
IFFER A R L, PEEMTREIIR D Z LRI,

PLED X 91T, Ramsridsks LT, EAREZOLEER AR~ 22Tl & TR R BV C o &
ED XD ITHAERT 55220\ ToHHT Lz,

[(FEMROES]
KL TliL, TNew York Times) (2 X Df#aE T —%, I[Fedral Funds Rate] DGoogleti®f, v k » =
—b e LA A (PCR) , MITEREF LT AL MNAET —# 2 C2REFOLENER L& 2, HRMfEsk, EE




FIETY, SREREEL— &, S&P GSCIPHMIER R I b D LENBERNEEL 52X D008 5 e ka RAENRD
SHTL, FFCTHRA RERBENERAGE LN TWD, LoT, Rt (BREP) ICH2IlT 2 LMl
Do






