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A Study of Investor Sentiment on Total Factor Productivity
DONG Li CHEN Jinlong GUO Huiling
(Business School s Huaqiao University s Quanzhou 362021 ,China)

Abstract : Most literatures believe that investor bounded rationality has a negative effect on economic
operation and development.Based on the Chinese situation,this paper discusses the role of investor
sentiment from the perspective of high-quality development requirements, and tests the impact of
investor sentiment on total factor productivity based on the data of Chinese listed companies from
2007 to 2019.The results show that the rising investor sentiment can improve the total factor pro-
ductivity of enterprises on the whole.Easing the financing constraints is the main channel for inves-
tor sentiment to improve the total factor productivity of enterprises, but the rising investor senti-
ment will also aggravate the agency conflict, which has a hindrance on the improvement of total fac-
tor productivity,which reflects that the financing constraints are still one of the key factors restric-
ting the high-quality development of enterprises in China. Heterogeneity test shows that the effect is
more obvious in non-state-owned enterprises,smaller enterprises and enterprises with higher quality
of internal control.Generally speaking,optimistic investor sentiment does contribute to the improve-
ment of total factor productivity of enterprises.Both the government and enterprises should pay at-
tention to the impact of investor sentiment changes on total factor productivity.

Key words: Investor Sentiment; Total Factor Productivity; Financing Constraints; Agency Conflict
(AL 2 - M oo

90





