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(—3.42) (—3.37 (—3.47) (—3.38)
STDROA 0.0870"" 0.0757 0.0772"" 0.0782""
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A IEFI A S 27 (DEQUITY) 5 £ % & 165 25 16 dr i 28 B3, T F nl #% fit
AT 43 e ot 3X A B AT IRORGE £ 19 i 97 . DEQUITY MU 15 % 28 vl fiit , %78
HERO, MALRER, ZZES ISHWAAENRZE N —0.0029,t H R
—1.85,7E 100 YK 1 3 . F — 2D R AR R] 43 oAy 5 IRORC R 46 14 £t 25 R
AT A AT 438 . 55 (2) B o b T BERGE B 1 f5 25 L 1S A9 a1 13 &R
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UWREP —0.0027 0.0009 —0.0011
(—1.43) (—0.42) (—0.43)
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(—0.32) (—1.05 (—0.75
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CALLABLE 0.0023 —0.0090"" —0.0005
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(—4.65) (—1.97D (—3.79
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T2, Al P g O 2R T Rl B R A SR DA R i S R O AR 5 R S
BERLAS Y A . RN 5 25 fl 9T R AT 1 AR SR BE A 5 IR R R T S 1 4y
CUER A X 28 B ZRD) A 47 A 2R CAnXd £l BB 1 BERD) . R AT BEA%
A5 TDHE BRI oMl Fr) PR 9% 5, A AE W R P O AR IS LT L R R AT AR
AW REAR S B = Al B ATE IR M . FRATIHERC T 2000 — 2010 4F [F] i) 45 & e
Je 18 il 9 A% A LA R A5 5 il 9 A 0 o RS 9% 5 Al ) T A AL B
B A SE B LI X G205 A OREAR SR 1217 i, E 2 dprobit [81JH 5L 45 (1) 31
AR TATAL R R LIS IR B 0. 119,78 1% /K | 5 2% 5 58 (2) Fm A Ho Al
A R LIS I IIH R BN 0. 1736, W E HEACSEIT A 1%, X UL Ak 2R
i IS T A B0 1 4 5 R 1 i S R A b sk B il 9% O X, B S IR S T S R 0
G L e B Al 2 PRURAR A58 2 Rl 8 B AR T B AW ) T R AT 5%

R4 REERESBARAXNESE

[@D) 2)
IS 0.1192""" 0.1736""
(—2.90) (—2.83)
STATE 0.0609
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LEV —0.0300"""
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H R R A T A F B A A A R AT AR DO A R B R R B
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The Cross-market Impacts of Investor Sentiment
in Stock Markets: On the Effect of Investor
Sentiment on Bond Issue Costs

XU Hao-ping, YANG Guo-chao

(School o f Management » Fudan University, Shanghai 200433, China)

Abstract: This paper studies the impact of investor sentiment in stock
markets on bond issue costs. Based on the joint-action mechanism between
stock markets and bond markets, the overoptimistic sentiment from stock
markets would spread to bond markets, or the rational investors would
hedge through bonds to avoid the bubble risk, both of which would inflate
the demand for bonds and consequently decrease bond issue costs. Empirical
results show that higher investor sentiment in stock markets results in lower
bond issue costs. The effect is more significant with regard to firms with
higher credit rating, better accounting performance and controlled by gov-
ernments, and bonds with a convertible option, thereby supporting the hy-
pothesis of rational arbitrage. And the investor sentiment in stock markets is
positively related to corporate propensity to bond financing, thereby sup-
porting the conclusions abovementioned.

Key words: investor sentiment; bond issue cost; bond risk; type of bonds
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