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Pontiff (1995) Brown (1999)
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()
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LST

Malkiel (1977)
Nea and Wheatley (1998)

(1992)
(1993)

DSSW (1990)
Campbell and Kyle
(1993)

2 Leeeta.(1991) 107 ‘The basic conclusion of this paper isthat closed-end fund discounts

are ameasure of the sentiment of individual investors.’
3
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CCR, =(In(PE + Div,) - In(RP%)) x100 2
Div
( )
VOL© VOL““=CCR? (Walsh and Quek (1999)  Brown
(1999) ) Garman and Klass
(1980) VGK

VGK, ={%[|n(F’tH )= In(RH)]1* ~[2In(2) ~1[In(R°) - In(R%)]*} x 10000 (3)

POt PS ot Pt
PH it
¢ )
VOLUME
() FREQ
1998 1998
29
15 2
13
1998 270
CD-ROM
13
(DISC)
(DISCT)

(VGK, VOL, VOLUME, FREQ)



125

Code | Statistics VGK VOL FREQ |VOLUME | DISCT MKTV
1.036 1.885 47.613 | 1960.149 | -19.493 6651
0001 9.848 27.714 147 13116 -16.930 8250
0.020 0.000 7 22 -20.830 5275
1.581 3.273 14.974 99.608 -1.483 1608
0002 18.148 46.073 173 1477 3.830 2721
0.000 0.000 1 1 -4.420 1077
1.773 3.042 26.333 | 701.444 | -11.507 7150
0004 18.607 43.987 126 10324 -7.040 8849
0.000 0.000 1 3 -16.580 5815
1.302 1.693 21.622 | 505.828 | -1.876 1692
0012 33.794 18.819 134 16964 1.390 6550
0.000 0.000 2 2 -4.720 783
1.282 2.578 68.332 | 2454.384 | -23.618 4078
0013 9.604 38.430 322 36711 -16.450 5400
0.038 0.000 22 307 -29.860 3300
1.289 2.077 73.249 | 1805.454 | -18.775 6848
0015 9.373 30.157 223 15458 -11.420 8650
0.017 0.000 13 67 -23.410 5650
2.002 3.101 13.162 83.834 -1.493 1312
0018 40.706 37.317 60 1519 4.750 1917
0.000 0.000 1 1 -4.960 999
1.153 2.983 45.314 | 3538.689 | -6.681 5012
0021 11.661 39.251 198 41067 2.140 7275
0.000 0.000 1 2 -23.560 1065
1.917 3.214 141.349 | 4325.294 | -17.567 6858
0023 21.754 42.749 415 27550 -8.270 11125
0.048 0.000 47 369 -21.120 5457
1.152 2.212 47.323 | 1570.814 | -19.696 2453
0024 7.804 30.880 167 10004 -14.350 3382
0.021 0.000 10 42 -23.590 1888
1.146 2.296 24.822 | 833.665 | -19.260 3623
0025 14.144 28.207 101 16235 -13.030 4200
0.000 0.000 1 1 -24.360 3045
1.364 2.143 24.028 | 748.783 | -12.952 2804
0026 12.491 22.154 147 14436 -2.260 3351
0.000 0.000 1 1 -20.240 2477
1.731 3.054 110.022 | 3669.368 | -18.421 4764
0027 16.230 40.770 376 34675 -12.050 6900
0.032 0.000 25 161 -24.400 3925
VGK  Garman-Klass volatility VOL FREQ VOLUME
() DIsCT MKTV Code
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(CCR) (d(DISCT)  DISCT
) (ICCR)

13
(d (DISCT) )
( d (DISCT) )
( d (DISCT) )

« ) « )
) ( )
4 (ICCR)
d (DISCT)
CCR
d (DISCT) CCR VAR
(stationary) (non-stationary)

(cointegration)
(vector error correction, VEC) (Engel and Granger, 1987)

Augmented Dickey-Fuller test (unit root test)
CCR d(DISCT) P=0.01
4 (DISCT) DISCT

CCR D(DISCT)
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Dependent variable: CCR

Code Constant d (DISCT) ICCR Adjusted R-squared

-3.96E-05 1.020 0.795 0.842
0001

(-0.001) (12.203***) (35.128***)

0.018 1.265 0.858 0.731
0002

(0.201) (19.477*%+*) (19.729***)

0.083 1.009 0.819 0.840
0004

(1.937%) (27.924%*%) (28.441%*%)

0.054 0.727 0.643 0.816
0012

(1.564) (20.590%***) (28.011***)

0.037 1.013 0.829 0.899
0013

(1.189) (21.787**%) (39.069***)

0.018 0.880 0.832 0.856
0015

(0.535) (21.694%*%) (36.686**%)

0.030 0.830 0.889 0.867
0018

(0.752) (30.615%**) (33.179%*%)

0.074 0.952 0.795 0.835
0021

(1.719) (22.787%*%) (27.933%+%)

0.085 1.052 0.806 0.851
0023

(1.996*¥) (23.187**%) (28.233%**%)

-0.029 0.887 0.814 0.871
0024

(-0.885) (19.360%**) (37.353%**%)

0.058 0.930 0.786 0.860
0025

(1.682%) (27.385**) (33.614%**)

0.350 0.606 0.499 0.391
0026

(5.007**%) (9.412%*%) (10.405*+*)

0.065 0.873 0.944 0.653
0027

(1.470) (17.811%+*) (32.131%+%)
CCR ( ) d(DISCT) (DISCT

) ICCR ok p=0.01 ** p=0.05 *

p=0.1
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VAR
CCR CCR
d(DISCT) CCR Granger
10 p=0.1

Warner (1980)
Bernoulli
0.1+2[0.1(0.9)/n] n
nx{0.1+2[0.1(0.9)/n]} ¥2
n=13

VAR
CCR

d (DISCT)

(d(DISCT) ) (CCR)

d(DISCT)

(3-10 )
0012, 0015, 0018, 0024
VAR

CCR

d (DISCT)
CCR d(DISCT)
Granger Causality F-test

13

Brown and

Kim, Lockwood, and Mclnish (1998)

0.1

13 10

d (DISCT)
d (DISCT)

d (DISCT)

0026

( CCR )
d (DISCT)

3.463

CCR

0002,
CCR
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VOL “©=C,+C,xabs(d(DI SCT))+C5xVOL UME+C,xIVOL ¢ (4)

( VGK=C,+C,xabs(d(DI SCT))+CsxVOLUME+C,xIVGK)

VOL UM E=Cs+Cgxabs(d(DISCT)) (5)
FREQ=C/+Cgxabs(d(DI SCT))+CoxTURN (6)
4
(VOL®®) Garman-Klass
volatility (VGK) (|d(DIsCT)|)
(IVOL®®  IVGK) (VOLUME)
«y

Smirlock and Starks (1988) Saatcioglu and
Starks (1998) (1994) (1994)
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®)

(TURN)

(6)

(VOLUME)
(|d(DISCT)|)

(instrumental variable)

(VOL®®)

Dependent variable: VOL®

(FREQ)

(6)

Code | Constant | abs (d(DISCT)) | VOLUME IVOL®® Adjusted R-squared
0001 -0.587 1.717 4.62E-05 0.732 0.625
(-2.301**) (4.527***) (0.625) (20.171%**)
0002 -1.627 3.268 1.48E-03 0.683 0.397
(-3.087***) (9.386***) (0.843) (7.480%***)
0004 -1.453 3.367 2.98E-04 0.544 0.336
(-2.989***) (8.973***) (1.265) (7.019%**)
0012 -0.118 1.150 2.51E-05 0.404 0.356
(-0.486) (5.235***) (0.221) (10.733***)
0013 -1.448 3.710 1.07E-04 0.840 0.673
(-5.397***) (10.220***) (2.010*) (19.808***)
0015 -1.133 2.122 1.76E-04 0.703 0.530
(-3.879***) (6.860%***) (2.094**) | (15.159***)
0018 -0.651 1.847 4.86E-03 0.497 0.279
(-1.406) (6.562***) (2.721%*+*) (7.116%***)
0021 -1.203 1.968 3.12E-04 0.622 0.428
(-3.030***) (5.237***) (6.690%***) (9.925***)
0023 -2.170 3.360 2.89E-04 0.801 0.540
(-5.275***) (7.119%**) (4.237***) | (11.503***)
0024 -0.330 1.426 2.65E-05 0.759 0.568
(-1.166) (4.106***) (0.308) (18.082***)
0025 -0.856 2.077 4.33E-04 0.538 0.390
(-2.551%) (6.740%) (3.351%%) | (9.569*+%)
oops | 0853 0.745 213E-04 | 0232 0.092
(2.507*) (2.542%%) (1.682%) | (3.998%%
0027 -1.411 2.707 2.03E-04 0.858 0.467
(-3.404%+) (5.997%+%) (3.504%%) | (12.361%%)
VoL ( ) abs (d(DISCT))
(DISCT ) IVOL®®
( ) VOLUME ( ) R
p=0.01 ** p=0.05 * p=0.1
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(VOL)

(VGK)

(VGK)

Dependent variable: VGK

Code Constant abs (d(DISCT))| VOLUME IVGK Adjusted R-squared
0001 0.211 0.530 1.03E-04 0.477 0.153
(1.486) (2.646***) (2.675***) (5.020***)

0002 0.288 0.673 3.80E-03 0.320 0.128
(1.052) (3.985***) (4.571%**) (1.445)

0004 0.699 0.496 4.10E-04 0.399 0.098
(2.827***) (2.925***) (3.853***) (2.280***)

0012 0.109 0.855 5.02E-05 0.628 0.050
(0.313) (2.976***) (0.340) (2.523**)

0013 0.035 1.112 1.53E-05 0.781 0.344
(0.274) (7.032%*%) (0.668) (8.293**)

0015 0.358 0.602 8.70E-05 0.484 0.146
(2.191*) (3.865***) (2.064**) (4.185**)

0018 -0.248 1.217 4.47E-03 0.574 0.107
(-0.531) (4.378*%) (2.629***) (1.642)

0021 0.283 3.666 6.76E-05 0.426 0.115
(1.590) (2.541**) (3.739%*%) (3.494**)

0023 -0.248 0.571 3.00E-04 0.493 0.516
(-1.353) (3.260***) (12.093***) | (3.727***)

0024 0.753 0.178 2.91E-05 0.308 0.047
(5.866***) (1.193) (0.801) (3.382***)

0025 0.576 0.401 8.02E-05 0.233 0.034
(2.813***) (2.447*) (1.167) (1.525)

0026 0.808 0.239 1.62E-04 0.280 0.024
(3.556***) (1.361) (2.132**) (1.680%)

0027 0.522 0.471 7.12E-05 0.769 0.167
(2.690***) (2.458**) (2.936***) (5.264***)

VGK Garman-Klass abs (d(DISCT)) (DISCT
) IVGK Garman-Klass VOLUME
) i p=0.01 ** p=0.05 * p=0.1
p=0.05
VGK

11



IVOL VOLUME
VOL©
( ) IVOL®® VGK
( ) IVOL 13 10
VOLUME VOL
( ) 13 VGK (
) 13 9
(VOL®®)
Dependent variable: VOL®°
Code Constant abs (d(DISCT))| VOLUME IVOL®  |Adjusted R-squared
0001 0.432 0.660 -1.13E-04 0.264 0.025
(1.439) (1.489) (-1.288) (2.459*%)
0002 1.033 0.319 1.36E-03 0.756 0.032
(1.796%) (0.853) (0.714) (3.049%+)
0004 0.851 0.273 -5.37E-05 0.812 0.070
(2.005**) (0.827) (-0.260) (4.737%%)
0012 0.935 -0.054 -1.66E-04 0.202 0.006
(3.312%*%) (-0.217) (-1.287) (1.889%)
0013 -0.113 1.008 -3.88E-07 0.254 0.226
(-0.970) (6.492%*%) (-0.017) (5.548**%)
0015 0.214 0.102 1.93E-05 0.442 0.230
(1.724%) (0.782) (0.542) (8.992%*%)
0018 -1.357 2.141 2.84E-03 1.025 0.136
(-1.928%) (4.855%*%) (1.012) (3.666%**)
0021 0.371 0.364 -3.79E-05 0.487 0.043
(1.106) (1.169) (-0.974) (3.635%)
0023 -0.407 0.127 1.14E-04 0.823 0.294
(-1.919%) (0.534) (3.254%) | (9.171***)
0024 0.344 0.216 -1.10E-04 0.508 0.152
(1.846%) (0.939) (-1.917%) | (7.199%)
0025 0.055 1.438 3.18E-04 0.094 0.039
(0.103) (2.973%%) (1.567) (0.414)
0026 -0.024 2.041 1.36E-03 0.011 0.013
(-0.013) (1.263) (1.940%) (0.015)
0027 -0.905 0.923 2.34E-04 0.327 0.259
(-3.684%**) (3.513**) | (6.921%*) | (3.477%)
VOL®° ( ) abs (d(DISCT))
(DISCT ) IVOL®®
( ) VOLUME ( )
p=0.01 ** p=0.05 * p=0.1
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(VOL®%)
Dependent variable: VOL°¢
Code Constant abs (d(DISCT))| VOLUME IVOL®®  |Adjusted R-squared
0001 0.414 1.285 3.46E-05 0.151 0.145
(1.165) (2.456**) (0.339) (5.935%)
0002 0.150 2.010 1.50E-03 0.168 0.133
(0.252) (5.165*) (0.764) (3.162%)
0004 0.221 1.880 9.11E-04 0.236 0.101
(0.296) (3.291*) (2.543*) | (3.851**)
0012 0.485 0.864 7.91E-05 0.090 0.079
(1.640) (3.161*) (0.563) (3.672%)
0013 -0.280 1.851 5.19E-05 0.218 0.336
(-1.052) (5.133%) (0.986) (9.519%)
0015 -0.205 1.481 1.78E-04 0.131 0.288
(-0.934) (6.174%) | (2.729%%) | (6.977*)
0018 0.304 1.093 5.17E-03 0.082 0.073
(0.586) (3.465%*) | (2.581**) | (2.006*)
0021 0.308 1.259 2.05E-04 0.097 0.103
(0.624) (2.748%) | (3.575**) | (2.379*)
0023 -1.011 2.474 2.76E-04 0.170 0.366
(-2.743%) (5.946"%) | (4.540%) | (5.292%)
0024 0.495 0.750 4.27E-05 0.174 0.214
(1.788%) (2.204*) (0.509) (8.238*)
0025 0.270 1.459 1.68E-04 0.126 0.078
(0.571) (3.418%) (0.938) (3.067*)
0026 1.123 0.826 2.22E-04 0.041 0.042
(3.168**) (2.752%*%) (1.701%) (1.272)
0027 0.258 2.288 -7.91E-05 0.223 0.188
(0.584) (4.746**) | (-1.284) | (5.804**)
VOL®® ( ) abs (d(DISCT))
(DISCT ) IvoL®¢
( ) VOLUME ( )
p=0.01 ** p=0.05 * p=0.1
Garman-Klass (VGK)
VAR (
)
( VoL )
( VvOoL®®
) ( @
) (VOL®)
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13

p=0.05

(VOL®)

Dependent variable: VOLUME Dependent variable: FREQ
Code ; ;
Adjusted Adjusted
Constant | abs(d(DISCT)) R-squared Constant |abs(d(DISCT))| TURN R-squared

0001 1747.260 490.105 0.005 31.899 7.118 32.285 0.390
(10.028***) (-1.575) (18.645%) [ (2.718***) |(12.622***)

0002 104.324 -3.837 -0.003 5.536 0.327 99.386 0.799
(6.212%*) (-0.317) (7.039%**) (0.624) (32.320%***)

0004 490.187 232.372 0.017 14.774 4.118 41.226 0.370
(4.270%*%) (2.411*) (8.066***) | (2.747***) [(11.483***)

0012 724.668 -290.907 0.013 17.282 -1.850 27.026 0.377
(5.255**%) (-2.097*) (10.642***) (-1.226)  |(10.334***)
1732.990 1427.028 0.041 42.337 19.891 32.461 0.500

0013 *k% *kk *kk *kk *kKk
(6.254**) (3.516***) (18.360***) [  (6.165**) |((13.673***)

0015 1315.519 790.385 0.043 44.451 0.433 78.535 0.640
(7.177%%) (3.611%**) (18.499***) (0.161) (21.419*+)

0018 73.105 9.680 0.000 9.400 -0.230 47.947 0.443
(5.018***) (0.992) (11.969***) (-0.459)  |(14.482***)
1844.116 2229.079 0.074 22.861 1.151 30.096 0.64

0021 *kk * k% *kk K kK
(3.743**) (4.656***) (9.632**) (0.493) (20.510***)
1934.654 3427.209 0.254 76.639 10.743 55.464 0.789

0023 *%k% kK%’ *kk’ *Kkk’ kkk
(5.761%%) (9.614*%) (25.638***) [  (3.095***) |(25.768***)

0024 1376.921 350.310 0.004 24.605 3.912 36.817 0.693
(7.837**%) (1.421) (14.406***) (1.803%) (24.396%)

0025 476.864 472.804 0.036 17.793 3.274 19.038 0.314
(3.245%*%) (3.316**%) (13.597**) [ (2.577*%) |(10.189***)

0026 401.134 415.262 0.029 13.755 3.169 29.276 0.433
(2.532*) (2.910%*%) (7.161**%) (1.824%)  |(13.314**%)

0027 1887.458 2657.023 0.114 62.125 -1.067 65.977 0.749
(4.715%) (5.954***) (18.486***) (-0.279)  |(26.783***)

VOLUME ( ) FREQ abs(d(DISCT))
(DISCT ) TURN ok p=0.01 **
p=0.05 * p=0.1
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( ) ()
(VOLUME) 13 8
N ( p=0.1)
(FREQ) 13 7
p=0.1 4

( p=0.1)

DSSW (1990)  Campbell and Kyle (1993)

3 1992 33-59
22 1994
323-340

VAR 1994 445-472

1993 352-366
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Does Individual Investor Sentiment Affect
Returns, Volatility, and Trading Activity?

Horace CHUEH

Department of Financial Operations, National Kaohsiung First University of Science and Technology

ABSTRACT

Many previous studies argue that the discounts on closed-end funds reflect individual investor sentiment.
When individual investors are overly bullish (bearish), discounts should decrease (increase). This paper
examines the relations between discounts and returns, volatility, and trading activity for the closed-end funds
listed on the Taiwan Stock Exchange. The results show that the degree of change in fund discounts is positively
related to volatility and trading activity. There is significantly negative relationship between the level of
discounts and returns. Vector autoregression analysis indicates that the change in discounts leads returns
positively.

Keywords: individual investor sentiment, closed-end fund discounts, price volatility



