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Panel A:CAPM
UNCOND -0.0226"" -0.003 4" 0.0182"" 0.0431° 0.148 3~ 0.1576"" 0.2192
(-2.281) (-1.705) (2.133) (1.895) (1.910) (2.009) {0.190,0. 248}
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Investor sentiment and conditional asset-pricing of cross-listed AH shares
MENG Weidong, ZHANG Mengyu, LU Jing
(School of Economics and Business Administration, Chongqing University, Chongqing 400044, P. R. China)

Abstract: Using principal component analysis, this paper separately constructs A-share’ s and H-share’ s
composite indexes as proxy for market investor sentiment. In the two-pass conditional asset-pricing framework, this
paper allows the Beta varying with investor sentiment and firm characteristics. The empirical results indicate: after
incorporating investor sentiments in conditional pricing models, the size effects of A-share market and H-share
market are no longer significant; meanwhile, the B/M effect of A-share market becomes less significant. Therefore,
this paper draws the conclusion that incorporating investor sentiment as conditioning information in conditional asset-
pricing models improves the model performance in capturing asset-pricing anomalies, however, the improvement on
A-share pricing is stronger than that on H-shares, which demonstrates that different market investor sentiments have
different degrees of impacts on asset pricing, resulting in the price difference of dual-listed A and H-shares.

Key words: investor sentiment; price difference of A and H-share; asset-pricing anomalies; conditional asset-

pricing model
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