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Will Government’s COVIDH9 Signal Impact Investor Sentiment?

Empirical Evidence Based on Regression Discontinuity

GENG Ruixia' YANG Xuyu’
(1. School of Public Policy & Management Tsinghua University Beijing 100084 China;
2. School of Labor Economics Capital University of Economics and Business Beijing 100070 China)

Abstract: This article is based on release of official documents for the first epidemic prevention and the first resumption of
work by local governments of 277 cities in China from December 1 2019 to March 20 2020 and the data on trading volume
of A-shares and B-shares in China’s stock market on the same day. The sharp regression discontinuity design is used to study
impact of epidemic signals released by the local government’s first epidemic prevention document and the first resumption of
work document on investor sentiment during the new crown pneumonia epidemic. The research results show that the
governments first official document on epidemic prevention has significantly affected investor sentiment and to a certain extent
caused fluctuations and increases in stock market trading volume. A-share and B-share transactions increased by 3.8 percent—
age points and 22. 4 percentage points respectively. After adding control variables and using different bandwidth settings for ro—
bustness testing consistent conclusions are obtained. The conclusion confirms the impact of government epidemic prevention
actions on investor sentiment during the epidemic. It not only provides new theoretical explanations for investor sentiment re—
search in behavioral economics from the perspective of government behavior but also provides empirical evidence for policy
making of relevant government departments and epidemic prevention in other countries.

Key words: investor sentiment; epidemic signal; prevention and control; COVID —19



