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Research on the the Volatility of Stock Market Influenced by
Investors’ Psychological Factors

Yu Qi
Department of Economics Dalian University of Technology, Liaoning, Dalian (116023)

Abstract

In this paper, we introduce value function of behavior finance into EGARCH model, and propose a new
EGARCH model based on investors’ psychological factors. Then we take empirical analysis on
Shanghai Composite A Index and Shanghai Composite B Index, and also analyse the two kinds of
investors’ psychologies influence on the volatility of stock market. The empirical results show that the
returns of Shanghai A-share index and Shanghai B-share index have the features of cluster and
thick-tail peak, but the different responses of two kinds of different investors lead to different effects.
The same degree of good news has greater impact on Shanghai A-share index than the bad news, and
the B-share index, on the contrary.
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