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Research on the Mediating Effect of Investor Sentiment Polarity on Stock
Returns— An Innovative Perspective Based on Multi-Model Integration
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Abstract : This study breaks through the traditional single—-model analysis framework and innovatively integrates
multiple cutting—edge econometric methods including Baron-Kenny mediation effect model, Sobel
test, Bootstrap method, GARCH family models, Panel Vector Autoregression (PVAR), and threshold
regression. A multi-dimensional and multi-level analysis system is constructed to deeply explore the
influence mechanism and transmission path of investor sentiment polarity on stock returns.

The findings reveal: (1) Volatility plays a significant full mediation role between investor sentiment and
stock returns, with the mediation effect accounting for 1266.05%, revealing the core transmission
channel of sentiment influence on the market; (2) Through comparative analysis of GARCH(1,1),
EGARCH and TGARCH models, it is found that investor sentiment has asymmetric effects on
conditional volatility, with negative sentiment shocks being more significant; (3) Panel VAR analysis
shows that there are complex dynamic interactions among investor sentiment, returns and volatility,
forming a complete feedback loop; (4) Threshold regression analysis reveals that the mediation effect
becomes more significant when sentiment falls below the threshold value.

Keywords : investor sentiment; sentiment polarity; mediation effect; volatility; multi-model fusion;
behavioral finance
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