
Accepted Manuscript

Sentiment and stock market volatility revisited: A time-frequency domain
approach

Debasish Maitra, Saumya Ranjan Dash

PII: S2214-6350(17)30051-5
DOI: http://dx.doi.org/10.1016/j.jbef.2017.07.009
Reference: JBEF 117

To appear in: Journal of Behavioral and Experimental Finance

Received date : 17 May 2017
Revised date : 16 July 2017
Accepted date : 26 July 2017

Please cite this article as: Maitra, D., Dash, S.R., Sentiment and stock market volatility revisited: A
time-frequency domain approach. Journal of Behavioral and Experimental Finance (2017),
http://dx.doi.org/10.1016/j.jbef.2017.07.009

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to
our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form.
Please note that during the production process errors may be discovered which could affect the
content, and all legal disclaimers that apply to the journal pertain.

http://dx.doi.org/10.1016/j.jbef.2017.07.009


Sentiment and Stock Market Volatility Revisited: A Time-
Frequency Domain Approach 
Debasish Maitra1, Department of Accounting and Finance, Indian Institute of Management 
Indore (IIM Indore), Indore, Madhya Pradesh-453556, India. 

Saumya Ranjan Dash, Department of Accounting and Finance, Indian Institute of 
Management Indore (IIM Indore), Indore, Madhya Pradesh-453556, India. 

 

Abstract: The cause and consequences of stock market volatility are considered to be a 
legitimate concern for market participants, regulators and policy makers. This article 
examines the relationship between investor sentiment and stock return volatility in the 
context of Indian stock market. Our empirical analysis for examining the sentiment and 
volatility relationship focuses on wavelet approach to carry out the time-frequency domain 
analysis. The results reveal that there is weak conditional correlation between sentiment and 
volatility.  Investor sentiment is found to affect both conditional and realized volatility in the 
short as well as medium run. Results also show that small size stocks are more prone to the 
impact of sentiment. Significant co-movement between sentiments and return is noted during 
different volatile periods (pre-crisis, crisis and post-crisis) at different frequencies.  
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