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The Impact of Investor Sentiment on the Association between Firm Life
cycle and Corporate Risk Taking

Abstract:
Purpose:
The main objective of this research is to test how investor sentiment affects (as
a moderating variable) on the relationship between firm life cycle and the
company’s risk taking within the context of the entire sample, the sample of
periods of high investor sentiment, as well as the sample of periods of low
investor sentiment. In other words, this research examines how investor
sentiment and firm life cycle affect a company’s risk taking.
Design / Methodology / Approach:
The research sample covers a period of 40 quarters starting from the third
quarter of 2010 until the second quarter of 2020. The final sample consists of
128 companies after excluding financial institutions, outliers, and companies
with missing data. An ordinary Least Square Regression (OLS) is conducted to
test the research hypotheses.
Findings /Results:
The results indicated that in the context of the entire sample and the sample of
periods of high investor sentiment, the stages of the life cycle of the enterprise
have a strong negative impact on the risk taking of the firm. However, the
results indicated that in the context of the sample periods of low investor
sentiment, the stages of the firm life cycle have no significant impact on the
company’s risk taking.
According to the results of the study on the impact of investor sentiment on the
company’s risk taking, investor sentiments have a significant negative impact
on the risk taken by companies in all areas and during periods of low investor
sentiment, but on the other hand they have a significant positive impact during
periods of high investor sentiment.
Originality / Value /Contribution:
The importance of this research is derived from the relation of the companies’
activities in the market and the investors’ perception regarding the firm during
different stages of its life cycle, and the effect on the risk-taking behavior of the
firm.
This research will add to the literature by introducing the investor sentiment
variable that should get more focus and attention from managers as investor
sentiment can help in making investment decisions and affect the flow of money
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in the stock markets. Moreover, managers should be aware of how to develop
optimal strategies to respond to irrational investor tendencies by increasing
financial transparency to reduce the impact of investor sentiment and meet the
interest of the firm. It should also be noted that understanding the stages of the
life cycle of the company is extremely important in making decisions and
determining the level of risk that is taken at each stage, so managers must be
aware of the characteristics of each stage to apply an appropriate strategy and
make effective decisions at each stage and this will also help investors to
evaluate the firm.

Keywords:

Firm Life Cycle — Investor Sentiment - Corporate Risk Taking - High Sentiment
Periods — Low Sentiment Periods
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Lee et Gl Hhaliag dwalall cillill e slaiall slba 8y90 dalpwe 58l e g ,al K Loy
gl dabe Go el dlaje B el il dalall jhladl of lsasg eal., (2012)
550 o3 gailly saill Jalye of Ebrahimi and Jamshidinavid (2016) sy LS . aliasy)y
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o) Shahzad, Fareed, Wang and Shah (2020) i)y cijedil Loy .zailly saill Jalye
il dlaye Pl Ji gl (alediV g sailly desiall Jalye Pla el cul€ Lalal) jhala)

Gl il oy Sl e sliadl sls 550 Jalye il HLaal Yoo et al., (2019) A
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P e @il L il dalye Pla A58 ohl ol <0 @l pglally il
Ui pshailly nall il ulas) 138y LAY daball e 5l e 0K g dasiall Alsye
Gy Ll Alaiipe ellh ClS Loty eguemilly dadkall Jilaje Pla z Y 3 SB pxe pe ol
cAadial) dls e P JW

laly Hlalall slandl Jaas e slasal sl 5ye0 dalpe Lil e (gal clahpy i)y 13
ls,lals .(e.g. Habib and Hasan (2017); Shahzad, Lu and Fareed (2019) i<l
I Wil WS mailly saill Jalye (o pRliad )y dasiall ilaje P ol el jhlad) of )
L ¢oaliaily dadiall ilsje DA hlaall bla Uadye oS iy s oY) of )
Slial) sl 853 Jabie b mailly saill dalye DA Shaladl Jlag) J<8 das))

G slaall sln 550 e Calias AN Lglaaw ) Hlalaall dad of Joill (Sa ¢ ale J<a
Jeail (S Alaje IS (ailiad agh upsall Ao Cany I Bhaaall lgpaailiad dlaye < 5S
Lo elig Ll 3580 Lglea of (S ) i) days daaty Bandyg Alled )i MasY
(g LAl Bln 553 Jabe (e Alage IS (3 DRl (e Jon sadiiall b)) Cabias 3an
Cligine i due o il 138 5Lad) S cleleSh duall Wy Jg¥) sl sk oSa o
o (Alay! Chlaay) & llyy doaisiall cppaiiced) Slisies il Aoy cAadipall (ppaicedl)
:‘;Jlﬂ\ gl
bl slandl Jeas e sl s 85l 530 aas Y gV sl
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slasall Jaas o cpyaiinal) Jsae Lillasls Shahzad, Lu and Fareed (2019) A
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@Al Ly g Al (3 AT ) o jdle e A0 Laad W QIS (Sl agu) Silse
B o) Hlead lgdl Jhlie e cpydiiadl Jswe il Fu et al,, (2021) dap ynsl
O caged) e g Hhalie e clpal Lol Gailadd) ab cala ) asly il cadl
gl ra Ll (8 o o Gsaalig Ba€ DEG Guanl&l) (apetiusall

Dhlie Lo el Joe il Lo Verma and Soydemir (2009) dul oS,
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Gluhy @S LSRR Gaudl e o 50l Guaieal Jsad (griee e diia il
WG dmgial Shlaally phlaall slaidl dest o el Jee 536 e @il
(e.g- Habib and Hasan, 2017; Husain and Shah, 2017; systematic risk
Shahzad, Lu and Fareed, 2019; Danso et al., 2019).
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DA e galy Bl e aulid 2ug Jiang and Jin (2021) 4w B 2y WS Hhalaall Lbis
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2002; Beaumont et al., 2008; Sayim et al., 2013; Nguyen and Bhatti, 2015;
o ey S Ll gl OIS el Jase of g3kl cuyglil 85 .Jiang and Jin, 2021)
Ll L,k Naik and Padhi (2016) duls cupglil c el ey - oall ililisg agudd) Silse
sl QLS o Gyl Jsaal

bl sland) Jaady el Jome cm dulagl Ligiee Do olia of giluill cijell
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Thomson Reuters’ «lly sxcld (w0 aes 8 Al Lglll cllall aadia) 5

da el o paall @wilS)al quarterly financial reports g )l Wl ) lislly database
Gl due ) Gl die i & 8y .ol st shaY Galdl 8 e sl
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e 2ainy g3l DeAngelo et al., (2006) z3sa plasials sliall sba 8y00 dalye (el 2
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By meaill daje 444N 6 ¢ ALl Bsea Jlealy 45)ls 4283« Retained Earnings
Baker dje o il adiasg 138 . saill dlaje 8 AN i ¢ daiiia Saiae Z L)l il
cOaaiuaal Jsse bl @and Wurgler (2000)

PRV RLATL NI B B
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5L (s (TA_TURN) Jea¥) g Jaea iy :Assets Turnover (TA_TURN)
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Corporate risk taking
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Firm life cycle (FLC)
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Investor sentiment
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sl G s Al Slad) b el e d8)ladl 4all Aggarwal (2015) cae
the Js¥l all (e il 1.5*IQR i third quartile bl o)l (e 1.5*IQR (s
the dajl ok o4 cduhall Glpaid gl didadll cha) Ja first quartile
Joaed iadll Ll las e daykiall sl 56 (e aall winsorization method
A el llaall slasall Jaasy slasd) sba 550 dabe o WD) o oyl
i 2 cJiles Iy L eV aall Zaty eV aall jolam ddylie ded gl Jlasiad
Syl Aol Lafiad (b ey - AN aall Aas SV ol e A ddylie ded
Agie e a1 5 Al llad) Jah Al ral o) S i)l lpaailiad,
:Descriptive Statistics 4zl slaay) . ¥ .1
50 A sanal i) (ailadl) page b Ablad) (e sl clasy) Ll o
A Al bl dlatl daulial) ddlasy) @bl aladiu) & bl Lol e
Al due 8 dasaall liball Lulul) pailadl) e el bjlasl
2Bl Ayl Cfpiall dndiagll claal) V. Y0
Aylly Lt Auhall Ghuid Lilasy! cled) (V) o8y Joaall (et
slaiall sls 853 dalye om AN o cppainall Josal Sinall il lad¥ deadiedl
hlaall slandl Jaasg
ciall dsdagl) slasy) (¥) ad) Jgaa

Variable Mean | Std. Dev. Min Max Observations
Overall 0.2463 | 0.1127 0.0000 0.4938 N= 5120
CRT Between 0.0577 0.1273 0.3728 n= 128
Within 0.0970 | -0.0475 0.5719 T= 40
Overall 0.0321 | 0.8140 | -2.2860 0.8854 N= 5120
SENT Between 0.0000 0.0321 0.0321 n= 128
Within 0.8140 | -2.2860 0.8854 T= 40
Overall 0.4108 | 0.3491 | -0.4242 1.2085 N= 5120
FLC Between 0.2772 | -0.2103 1.2025 n= 128
Within 0.2137 | -0.8646 1.8296 = 40
TQ Overall |1.1847 0.4467 0.2253 2.0603 N= 5120
Between 0.3668 0.4386 2.0603 n= 128
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[ Within 02569 | 0.1123 | 22888 | T= 40
Overall |0.1390 | 0.1593 | 0.0000 | 05412 | N= 5120

LEV | Between 0.1399 | 0.0000 | 05165 | n= 128
Within 00770 | -0.2613 | 05095 | T= 40

Overall |0.3115 | 0.4326 | 0.0000 | 1.1250 | N= 5120

| DPs [Between 0.3547 | 0.0000 | 1.1250 | n= 128
| Within 02495 | -0.7178 | 1.3584 = 40
Overall | 0.0254 | 0.0634 | -0.0998 | 0.1500 = 5120

CFO  [Between 0.0351 | -0.0923 | 0.1318 = 128
Within 00529 | -0.1583 | 0.1964 | T= 40

Overall |0.1025 | 0.1928 | -0.2421 | 04298 | N= 5120

| PROF [Between 0.1241 | -0.2421 | 0.4279 = 128
| Within 0.1480 | -0.5426 | 0.6560 = 40
Overall | 10.4521 | 17.0099 |-12.5568 | 34.3501 = 5120

TA_TURN | Between 14.4331 |-12.5568 | 34.3501 | n= 128
Within 0.0890 |-35.2820| 56.1862 | T= 40

ale (Glima Cibaily (+,YETY) s Hhladl Jdasdl aledl Jawgidll o (¥) a8y Jsaal) mas
Al al ) 5lay) e o) Jsan Gl Lad L (3,0 YY) S Cala) (3,0 VYY) o)
O @iy A8 VYA o Jllly e clie & & ) @l gn GO die oS
iaall 8 clly mag (v, TYY) S Bangiall e (7)) Jhar @liaad) GBI il (ggial
1$5a UK o an Lee calal) Janegiall Jga Ly lin jelay (+,A) £4) laaall CahaDU 131
GY) DA Guaiiaall Jsne b sals Gl cagd 8 gie clue 33§ 8l VYA U @lSGal (e
RO O VS PR I F I P [

(G ey gl e BuS cluan el aild cslinall sla 850 Jabe sdiser Gl Lady
Alall assiall e (2A0) sn ey Wy ¢+, 7 £9Y) Glall (glondll btV 3 minse 2 LS
i G z\.uabﬂ\ gilads aSydé VYA o S J<ay Al il A ul'\alj .(~,i\~/\)
Jialls « SN Tacsgiall g (£TY) s iar s (+,TYVY) (ol ChaDI il (ggindl)
Dbl 5 sl el @Y e Gle 3553 US b aS J<a slaa) sl 8y00 Jalye il ¢
Jie L sg ¢ (4,YITY) @lrall Lihat¥ A3 (gginad) 8 minge 2 LS aDlA clyuial
bl acgiall (g (£0Y) Noa

310
s axd) Ay gl Claalad) AasY daal sall g dswlaal) ddaa

YoY$



shlial) Jaady slaiall sl 558 c Al o cppaiicual) Jgaa il Jeld tana aulial) ye Jlia .

o Jia L 58y .(+,££7Y) aly Tobin's Q J A (glaal) Gl o moay WS
Ayl LW Ll (sl Lad Ll genad) G D 0l ) s . S Jacsiall g (4YA)
S Gl 138 3gmg (4,179 ) Alall Jasgiall Jsa Wllea) lad) (£)10) s el 4ilé
iga plasinl & Al due g (+,)799) Lo Bl @il ) ey IS8 (1,1 04Y)
Mt GGA ams of e i 3y M Dasidl e (4 9)) s fiss Ally Gl
Jagad Oyl e lauila alaiel (Y1 GISEN el i . Llgual gl Ogaall e S IS
Nl gl
Al bl B glaall CalaiYls Jacsiall Liad Jsaall mangs LS
: Correlation matrix Y 4dsias .¥.1

il 8 Cpmde Cpeiie 6l O ohaal) Bl Y 8585 ola) (e Bl Jalas sy

Lo Ogerm bl Dlabea (£) o) Jooall G Adlaay) ddsll Baliyy) ddshas ). ¥.0

LobasSh dially (3lay

dullaay) diall Bl ) ddodan (£) Al Joa

Variables 1) ) (©) (4) () (6) ) (8) )
(1) CRT 1.000
(2) SENT -0.028* | 1.000
(0.045)
(3) FLC -0.137* | -0.007 | 1.000
(0.000) | (0.615)
A TQ 0.124* | 0.024* | 0.300* | 1.000
(0.000) | (0.088) | (0.000)
(5) LEV 0.045* | 0.023 | 0.033* | -0.069* | 1.000
(0.001) | (0.101) | (0.018) | (0.000)
(6) DPS -0.196* | -0.004 | 0.300* | 0.076* | -0.205* | 1.000
(0.000) | (0.758) | (0.000) | (0.000) | (0.000)
(7) CFO -0.120* | 0.017 | 0.160* | 0.140* | -0.198* | 0.287* | 1.000
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(0.000) | (0.223) | (0.000) | (0.000) | (0.000) | (0.000)
I (8)PROF | -0.080* | -0.020 | 0.137* | 0.136* | -0.294* | 0.183* | 0.232* | 1.000 |
(0.000) | (0.148) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000)
(9) TA_TURN | 0.068* | 0.003 | -0.149* | -0.104* | -0.090* | -0.290* | -0.152* | 0.139* | 1.000
| (0.000) | (0.841) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000) |

*p<0.1

go (YA ) 03 i (gpine Lol 4l jlalaall slasdl Jess of (£) ) dsaad) mias

—) i S abe b)) Jalae sliial) s 850 dalye ydise ekl a5 (SENT pyeiivaall Jsae
o aam Al A a6 of adsial) e 4 ) e e lalaall slasall Jaad aa 5,V TV
L i Jesty gl Al g
in Lan - halaall slaial) Jaat aa (4,1 V€) 0)8 Cinge (sine Laliny) Jalas TobiN's Q el
Agiad 0l LS ¢ Lglaas 3500 aodaies A jlalaal) <ol LS 4
Al dadly lalaall slasall Jaad o (0 £0) A olady) (gsinall LLiY1 Jalaa Sa
cstel sl bl ALl Aadhll ol AN 4l of adgiall (e 43 Leverage
=) i CRT il slanad) Jead pe 530S Gl 3ke aalgll agall ~LY) sy ek
B 2Ll s Shalaall e anjall Jaai ) ASHA 58 o) algiall (e 4l e Lo(+,) 47
Lal) ae SISy llaal) (o satil) 35N ae 1 Lol Walay) laliall slasall Jass dagy,
Sl @ld SIGED o o e e gl e (4,0 A=) 5 (+,)Y =) 3 s profitability
cbleal) o JB (ol (3855 dumy Jlel] N aas ddajial)
03 Lgine Lylay Wls)l total assets turnover Jeal) gl daee Mlaal el Tusls
Ohsd Jaee @y GGal o adgial) (e adl I jads Lae lalaall slasd) Jaad e (v, A)
ST hlae Jaai Jpal) laay iyl

:Hypotheses Testing _ag &l jlid) . £.1

daad Ao slaiall Sl 893 Jaliag palicuall Jona iy Adlaial) (agpdl) JLad) Y. €.
s il sladal)
:The Initial Pooled OLS Model 4s¥/ draasll (shuall Clawill mipad N .\ 4.1
slasall Jaat e slasal sls 853 Jabiay upaiiveall Jona bl dilaial) Candll (g b laal Tay
((8) Jsaall b miase s LS AdgY) daandl) (gcall Clansill z3gai ehals Hlalaall

L) daaaall (Sl clanil gl () ad) Jsin
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Variable Whole Sample
%)zef. p-value
B
FLC -.004** 019
TQ 005%** 0.000
LEV OIF** 01
DPS -.004*** .006
CFO .002 87
PROF .002 516
TA_TURN 0.0085 795
L CRT .899*** 0.000
Constant O17*** 0.000
Dependent Variable CRT
R-squared 0.858
Prob > F 0.000
Number of obs 4992.000

**k n< 01, ** p<.05, * p<.1

The Initial Pooled OLS 4s¥) dresall (gprall cilansill 73501 23l (0) ady Jpanll aye
Loede @ili) oy s Aalliag dBgige oY) 2 3saill 20 il Hliel (Ka Y ¢ élld aag .Model

.z 3sall

The goodness of Fit Tests gisaill daidle cifliis/. ¥ .\ &%
The Initial Pooled OLS Model 4! daasall (syuall cilaw il zigad Jod J

& Aadaa)l dlany) cull¥) of e aSEL Leedldl @llodl ehal g s Ggise zigaiS
Gllalay) aan 4 chlady) sda Jiatiy Ldamdl (S8 duadl Glly cals LW du)a)

omitted

ddgiaall clpaidl ¢ heteroskedasticity (wilasll .ae cmulticollinearity

il (COIKEQ] 238 (e Lfi <l 2 13 .auto—correlation Akl Lls,Ylg <variables

the fitted pooled OLS DLl dranall (gyruall clapsill z3sar yuai ol Hlac¥) 8 Ladal

¥ aanlf
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the w\ OLS J\J;.m\ C._;ttu dain e:\:\E:d :\Acw\ C'_ibl_ﬁ;\ 5{9; (e laae (T) d}.l;j\ C..AA}_.J
.pooled OLS regression

Zsall) daide &)lid) The goodness of Fit Tests (1) ok Js2a

Variable VIF
DPS 1.352
FLC 1.256

PROF 1.214
TA TURN 1.191
LEV 1.181
CFO 1.18
TQ 1.17
L CRT 1.091
SENT 1.005
Mean VIF 1.182
Statistic

P-value 0.0000

_ _ Statistic 1.93
Omitted Variables P_value 0.1226

Autocorrelation Statistic 1.77083

Heteroskedasticity

&b <hlal o multicollinearity cilals V) s i aag ¥ 4l (1) ) Joaall masy
Landau and Everitt (2004) <la)s <5 LS .pooled OLS model aaadll OLS 7354
&Y (VIF) cplall aaca dale glaty Lavie agase laliyY) 23 of and Field (2005)
aag Y celldl Loy e i (VIF /) tolerance factor dale (1sS Latics o) ¢ Jiise ke
ze> ¥ pooled OLS model sasdl OLS zisai & dajaall Lol Chiiall (2203
)+ e Si tolerance factor Jalaag ¢ Vo e Ji VIF Jalaa gl & yesitil) <l puaiial)
L <heteroskedasticity ulaill axe A5 2939 e (1) &) Joaal)l RIS ¢ elly e 5dle
P dadll (¥ null hypothesis ssell iy (ady w2l ol Wadll 35 of e
st el 395 o e a5y cdenl) Gl ol pSan 138 5% Ga B (4,000 t)
claaMall e anls
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ol Gujarati (2015) <3 «pooled OLS model  sanall OLS #isai cilealses (3laiy Logd
zhal ol zisall e Aslad) Lpedll Gl Jig) e WS 8 z3sall Clecalge eUadlf
oY podedll old (7)) &) Jsall (8 minse s LS LAla @l e daaag Gilaiie
@illy cnull hypotheses axall (aj Jod £ A 5% e ST (¢, VYY) ddgdall il yrial)
pooled  aesall OLS zigai & disine e 25 Yy rmea idasl) z3saill of Ao paly
Jas 2200 OLS ziagall 138 of £l (Kas ¢ (ag .OLS model

Loyl asag LY axiid) Durbin-Watson laa) cilibas) Lad (1) 4y Jsaall g
oSal L E 5 v G olodY) e ddlaa) ~ohw WResiduals Ll i autocorrelation sl
G Al (S LS Al ailas) 5 313 Laly) aasy Y oasl ¥ (e Bl Aglanl dagl)
sy - bl I LLE NI ) € sa ) i Laiy e lady) I LLs V) sl e g
pxe ) el Lea oY e dugd 85 (1.77083) & Durbin-Watson dad o (1) i) Jsaal)
«null hypotheses axall (8 Jsd S «llY .Residuals zigall L 4 add Lol agag
LR Aaipe Cand a1 e Wad) o i (5305

The Fitted Pooled OLS Models drwxal) OLS i/ zilai gilii ¥ .Y .£.%

@iy Lad the fitted pooled OLS regression jlasil zila il (V) a8y Jgaadl (aym
sliial) Josi e slasall sla 8)30 Jabe 5 Gupeiceall ge 58l Qo Ally el (mg 5
s iYWl 4 deaaddl OLS  jlasdl zile b @l o ogdle L llall
el oY) laaiy) z3sai & 35a9al) heteroskedasticity (il

(V) a2 Jsaa
The Fitted Pooled OLS Regression ,/iai/ ',.—.iw il

. Whole Sample Low SENT Periods H_igh SENT
Variable Sample Periods Sample
Coef. p-value | Coef. p-value | Coef. p-value
SENT -.002** 01 -.002* 077 033*** 0
FLC -.004** 042 0 944 | -.01*** .003
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TQ .005*** 0 .005** 013 | .006** 017

| LEV 01** 024 | .02%*=* 001 .001 925

e -.001 696 - 0
DPS -.004 .004 00
CFO .002 876 03** 035 | -.028* 078
PROF .002 548 .002 617 .001 839
- 095 |.000082 | .141
TA TURN | -0.0000098 | .799 |.0000896 5
*

I LCRT .899*** 0 93*x* 0 861%** 0
Constant 017%** 0 007** 016 .007 185
Depe_ndent CRT CRT CRT
Variable

| R-squared 0.858 0.884 0.834

|  Prob>F 0.000 0.000 0.000
Number of obs 4992.000 2560.000 2432.000

% n< 01, ** p<.05, * p<.1

i) AG8lia

.the fitted pooled OLS regression daeaall jlaat¥) zila &8 (V) a8 Jeaadl o
B el (e (85.8%) iy of S LSk Ansal) #3sai o) a4 celly ) dsLaYL
Laidial pdiied) Jose prdien U z3sall o) cpn ¢ Shalaall slanadl dass 8 Jred)
Dhie) Sarg 13 lalaall slanal) Jaat 8 i) ail) el e (88.4%) ek of (S
5% e i g Laldll p sk Y dgige zili (V) a) Jeaall b Liag peall Z3lll aaes
slaall Jaad o slaiall sln 550 dabal jaS ol 580 angy 4l lelaSl duall dusilly iy
Sl 5350 dabal ol 2ag ¥ 4 e Gaty il () Gmall oy MLy blaall
(Xu, 2007; Omrani et al., <l ae bl o328 (simy " hlaall sland) Jass e slasd)
2011; Lee et al., 2012; Hamres et al., 2016; Akbar et al., 2019; Shahzad et
(Al-Hadi et al., 2016; luhs e (ilin bl oda gl ¢ @y aas .al., 2019)
.Ebrahimi and Jamshidinavid, 2016; Habib and Hasan, 2017)

o (7-002) iy S abe jand) delee A cppaiiad) Jspe oF LelaSl duall doally oy
Dol 5605 3me 'l e oy (53 ¢ ) il oy iy Il il sl oo
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(Naik and Padhi, la)y ae bl sda Ggams 13 2" halaall slasd) dead e il
Gl ae Caayles 5l 238 of Y1 .2016; Sayim et al., 2013; Jiang and Jin, 2021)
(Habib and Hasan, 2017; Hussain and Shah, 2017; Shahzad et al., 2019; Fu
et al., 2020)

Jentl lagged values satial aill of (V) o) Jandl (& dagyaall z3leill paes (1a oy
sl e 4l i Laa 1% Ligine (g5 die Jad) a)ll € e b o) lalaall sl
o S ) il wiS)al past risk—taking behavior il slladl @l (35S ¢
-2\l future risk—taking behavior gl s)lalaall ¢l

slanad) daad e haS Lulay) 1,36 Tobin's Q dlauls lwld & LS 35540 dad ek

ek ¢ ani call g (V) &) Jsaad) 8 g el zilall pras B minse 8 LSkl
il dne Loy LleSh duad) o Guball @lldy o € o sl Jolee Sl 223
Aaidiall (o paiisall Jgaa
Alyy Hhlaall slasd) dess o € ala il dalee agell ZLY) Glays jedan Ly
Clasysi O @lly pay Aniipal) ol Jane clid due Loaly LeleSh dual) Lo gulall
Oucinaall g cilpp Pl Ohlaall slasdl dess e u€ 580 W Gl agedl ZLY)
D hladl slaid) deas e hal Lolay) il daadall (e ootil) 85l elay WS L Aaisidll
e Ll bl Jsdall e gl gaxll el a@ (elld g Acaidial) Cppdiall Joae oy
b Jare el WS Ldaiinall (el Jose il die PIA hliall slasdl Jess e
e Loy Llsh diwd) o Gakalh Shlaall slasd) dass e e jlaad) dales JguaV)
Dhand) Jalae 4l Joa¥) (s Jae Mlaa] o8 (el pay Aaidiadll Gpaiiced) Jose b
el o paind) Jone e de (Pla hlaall slisd) Jeas o € sy

Bs B9 Jabay cuical) Jgme o Aolinl lIL Adlaial) (g dl JLas)Y Lg%
: il slaial) Jaas e sLadal

:The Initial Pooled OLSZ.s¥/ dranall (Shual) Cileaill rigai N .Y .£.%
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Bls 90 dabag el Jome On lelil) bl diba) Gl g b daa lad) oy
The Initial 451 deaaall (greall Clapill #3500 ehal hliall slasd) dass e slasd)
(M) ) dsanll & mumse 58 LS Pooled OLS Model

LY daaaall (Gual) clansill zisai (A) by Jgon

Variable

SENT*FLC
TQ
LEV .009**

DPS -.005***
CFO 001
PROF 001

TA _TURN 0
L_CRT -8g0***

Constant OL7%**
Dependent Variable CRT
R-squared 0.858
Prob > F 0.000
Number of obs 4992.000
p<.01, ** p<.05, * p<.1l
The Initial Pooled OLS ids¥! dresall (gpall cileusill 73503 35 (A) o) Joaall (e
dasdle il A Jin dallag dgige Jo¥) zisaill 20 il lic) (Ko Y el aay .Model
.z dgaill
:The goodness of Fit Tests giseill daidle CfLis/.¥ ¥ .£.1
Call¥) o e B Giladl Z3gall &l s LS zigall dadle @hlidl ehal &
() &) dsall sy bl <o Al Clily s Al Luhall 8 dihad) ddlasy)
.the pooled OLS draaall OLS jlasil milis daia andii] daeDlall G)Lid) Baga (e laxe

(9) A& JsaThe Goodness of Fit Tests 7 igaill daidla clai)

Variable VIF 1/VIF
DPS 1.271 (87
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PROF 1.207 .829
TA TURN 1.19 84 |
CFO 1.178 .849
LEV 1.157 .864
L CRT 1.078 .928
TQ 1.069 .936
SENT FLC 1.008 .992 |
Mean VIF 1.145 ‘
.. Statistic 354.30
Heteroskedasticity p-value 0.0000
. ) Statistic 2.69
Omitted variables P-value 0.0448
Autocorrelation Statistic 1.773502

BB Ailaall Gl (g daia SLEAL Gald 43l Y1 (1) ) st ol (1) ) Jsts 2y

ot dole Galaig Hllaall slanal Jess e slasal sba 8)90 dabiay Gnpeisall Jose o e il
(LY D) LT gall) claadi)

uays The Fitted Pooled OLS Models dxaaal| OLS juail gilai geilii ¥ .Y .£.%
Uagsk (sl Lud the fitted pooled OLS regression jlasil zila &3l (Vo) &8 Jgaall
hlaall slanal)l Jaas slaal sla 350 Jal 1 yaieall 3 o Allg ccaadl)
5)9 Lalye 5 (1 Jsia B0 O s
heteroskedasticity _laill axe Hlicy) & dacadl OLS jlasil >3l 32l cally sl
o e D " 2 d 03
cenall IV iVl 3505 8 Ba5asall Misspecifications dillall cilialsdl

The Fitted Pooled OLS Regression /usi/ zilai zilii() +) ) Jga

Variable

Whole Sample

Low SENT Periods

High SENT Periods

¥ aanlf
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Sample Sample
Coef. P- Coef. P-value | Coef. P-value
value
SENT*FLC -.008*** 0 -.005* 085 | -.011** 022
| TQ 004*** | 002 | .004** 013 .005** 033 |
LEV .009** 039 | .02*** .002 -.001 906
DPS -.005*** 0 -.001 536 | gogwen 0
CFO .001 938 | .029** .04 -.028* 076
| PROF .001 729 .002 703 .002 788 |
| TA TURN 0 932 0 109 0 127 |
L_CRT .899*** 0 93*x* 0 862%** 0
Constant 017%** 0 007*** .009 03*** 0
D\‘jgﬁggf:t CRT CRT CRT
| R-squared 0.858 0.884 0.832 |
Prob > F 0.000 0.000 0.000
Number of obs 4992.000 2560.000 2432.000

*x% n< 01, ** p<.05, * p<.1

) Ai8lia

.the fitted pooled OLS regression dassall jlaai¥) zila &3l (Vo) a8y Jeaall cpmg
B il e (85.8%) iy o (S LelaSh Al #3503 o ragy aild el ) dsleayl
(V+) & Jsanll 8 Ay mall Z3laill auas Jlie) €as 138 ¢ lalaall slasa) Jess & Jiadll
5% e il L Aalall p ad oY digise 23
Isaesig "l o Gy glly il il o a4l LobeSh diall daill oy

Jaadg slaal) sLa 550 dabye (A e Moderating variable jise ;usieS ¢ paicsdll
550 dabas ooeiieall Jsme o the interaction Jelsall 5 delall of Gus ' jlalaall slandll
Jose i ¢ ey Lo sdle il slanadl dead e 1€ Ll bl jeday slad) sba
Ay 11e Shlaall sland) Jass o slad) sba 550 dahal bl 5l cilea o)

¥ aanlf
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oblaall slanal daad e 1S Lulay) 1,36 Tobin's Q dlaulss lgwlid & LS 35800 dad el
Aadhl) gl cands gl Ay (V) ady Jeaadl L Aagped) z3l mues (B mnse s LS
lolesh Al o ukally ellyy Shalaal slaidl deas e € o) Sl Jalea Gl
Aaidiall Gyaiieall Jone i die Lialg
llyy Hlalaall slaidl Jess o € ol sl Jalee pgadl 2LV Cilanyss el Lai
i G ey gay Aniipall upainndl) Jae b die Loady lebeSl duall Lo Galall
Oudinaall s cilip Pla Jhlaall slasdl dess e o€ 5806 L gul agedl #LY)
Dhlaall sland) dess e Lgina pe Lolag) 1l Juasall e ol sanl) gl WS . daididl)
Jand e Ligina lulas) 1l duacdal) o (goil Gl el LS . oleSh diiall o kil @llyy
o gl 3l el a (Gl aag LAcabiiall Cppdiied) Jee i DAl slad)
Andiyal) Cpyaiicall Jone il due P lalaall sland) Jead e Ugiae Lobe 1ab Qe
lyy Shlaall slandl deat Glo Gsiea e Gladd BEG W of moay ¢ Al sl Lk
Jsae b e Lol 5 caiipal) (yeional) Jose i Ao IS 5 clleSh diall o Gulailly
Aaiidl) (et
Ay hlaal sladl daas e ole Jlail deles Joea) ghss dane Mlaa) el LS
Hlan) Gl «lly aay Aminiall Gpaiinall Jore i due Loy Loleh duall Lo adall
Gl due Pa Hhliall slasd) dass e € ol sl Jalae 4l Jsal) (g Jaes
A pall (o paiceal) Jgne
:dgbla) cfylasl Ly
Ayl (peiondl) Jsae il Aie (e IS o A Gaadl (g a5 asl KL s
a8y dsaall (e sy LAiban ) ChLodY) Gudi el pe dadiiall (il oo il die
:‘._?Jg Lq(\/)
OF Aial) Gl lasiV) 2 3gad il (e gy Aadipall Cpaiesall Jpne il disd Doaally -
slasd) Jdest & Jied) plill usiadl e (83.4%) dawy dupadi 53 gl sl
Bls 8yl il g ¥ "l o an (sllly Jg¥) Gl mby s by llall
oY iy ¢ "Aadipall il Jsre @l dne P hliall slasd) Jeas e slad)
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Jose i (Pla jllaall slaia) Jaas do u€ ala 86 L slasal sba 555 dalye
LAadial) (il

e ai @l Jg¥) Lajill Jsd g Luaidiall Gyl Joae S die giln o) -
Jose il due Pl jhlaall slasdl dass o slaal) sba 5ol 530 angy V'
Jead e € il L Gl slaid) sla 5y50 dabe oY @lldg ¢ "Laiiid) (g yiicedll
Aaeiid) el Jae ol P lalaadl slad)

Ll Gl Jaai) zigal il (e el cAmitiyal) (il Jsae ol dial Luaills -
Joxi o el dgadd 86 aag ¥ 7 ad e pan s)lly ( JE Gajill (md)
Jalae Ll o paiienal) Jsne of amne’ daitipall (ppaiceall Jose s DA lalaall slial)
hlaall sl dass e (-033) iy saS la) )

dial) il jlasty) = igal il (e el cdiatdiall Cppaiiall o il dbal ol -
sliiall Jasd e Gopeiicaall Jopad 80 a0 ¥ 4l e oty (sl ¢ B il (b
Jalae Ll ppaiinall Jgae o Cam ¢ "Lmidiall oyl Joae i PDlalalaall
bl sl dess e (—.002) aly b (gsinay)an)

Jaay slaall sls 553 dabe o A e pupeicnall el iaall il las dacall

Vooady Jgaall mingy cAaidially dadiall o paindl) Jsae i e A hlaal sl

Al bl

2l sial e (88.4%) sty o (S Aunaidiall G paiasal) Jose adiien 3 zigalll -
Jose padien (s3) z3saill jeky ey o sdle . lalaall slindl dass 3 (el
slaial) Jaad & Sieall mlill yuaial) (pe (83.2%) Gy Lot 88 cadtiyall (0 paicndl)
.kl

Jod Aisall BT Jlasiyl = 3gad il (o pracay dndipall G paficaall Jpse )b Al Al -
On Al o Hhae pieS Gl Jow 557 e pan @dlly (Gl a )l
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ppendices
Appendix (1): Stationarity test
Harris-Tzavalis unit-root test for CRT
Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40
AR parameter: Common
Asymptotics: N -> Infinity
Panel means: Included
T Fixed
Time trend: Not included

Statistic z P-
value

rho 0.8755 -7.5669

0.0000
Harris-Tzavalis unit-root test for SENT
Ho: Panels contain unit roots Number of

panels = 128
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Ha: Panels are stationary Number of
periods = 40

AR parameter: Common

Asymptotics: N -> Infinity

Panel means: Included

T Fixed
Time trend: Not included
Statistic z P-
value
rho 0.5522 -55.1934
0.0000

Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40

AR parameter: Common
Asymptotics: N -> Infinity

Panel means: Included
T Fixed
Time trend: Not included
Statistic z P-
value
rho 0.7949 -19.4403
0.0000

Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40
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AR parameter: Common
Asymptotics: N -> Infinity
Panel means: Included

T Fixed
Time trend: Not included
Statistic 4 P-
value
rho 0.8305 -14.1866
0.0000

Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40

AR parameter: Common
Asymptotics: N -> Infinity
Panel means: Included

T Fixed
Time trend: Not included
Statistic z P-
value
rho 0.9009 -3.8173
0.0001

Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40

AR parameter: Common
Asymptotics: N -> Infinity
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Panel means: Included

T Fixed
Time trend: Not included
Statistic 4 P-
value
rho 0.7948 -19.4498
0.0000

Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40

AR parameter: Common
Asymptotics: N -> Infinity
Panel means: Included

T Fixed
Time trend: Not included
Statistic z P-
value
rho 0.4517 -70.0085
0.0000

Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40

AR parameter: Common
Asymptotics: N -> Infinity

Panel means: Included
T Fixed
Time trend: Not included
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Statistic z P-
value
rho 0.2496 -99.7815
0.0000

Ho: Panels contain unit roots Number of
panels = 128
Ha: Panels are stationary Number of
periods = 40

AR parameter: Common
Asymptotics: N -> Infinity
Panel means: Included

T Fixed
Time trend: Not included
Statistic z P-
value
rho 0.3848 -79.8590
0.0000
Appendix (2): The impact of investor’s sentiment and

firm life cycle on corporate risk taking.
Linear regression

RISK_SR Coef.  St.Err. t- p- [95%
value value Conf Interval] Sig
SENT -.002 001 -2.72 .007 -.003 -001 **
*
RE TE -.004 002 -2.34 .019 -.008 -001 **
TQ .005 001 3.70 0 .002 008 **
*
LEV .01 004 2.58 01 .003 018 **
*
DPS -.004 002 -2.74 .006 -.007 -001 **
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CFO .002 01 0.16 .87 -.018 022
PROF .002 003 0.65 516 -.004 .009
TA_TURN 0 0 -026 .795 0 0
L RISK SR .899 005 164.2 0 .888 91 **
3 *
Constant 017 002 7.45 0 013 022
Mean dependent 0.243 SD dependent var 0.110
var
R-squared 0.858 Number of obs 4992.000
F-test 3332.437 Prob > F 0.000
Akaike crit. (AIC) -17535.882 Bayesian crit. -17470.726
(BIC)
*hk p<.01’ *k p<.05’ * p<_1
Variance inflation factor
VIF 1/VIF
DPS 1.352 74
RE TE 1.256 .796
PROF 1.214 824
TA 1.191 .84
TURN
LEV 1.181 847
CFO 1.18 847
TQ 1.17 .855
L RISK 1.091 917
SR
SENT 1.005 995
Mean 1.182
VIF
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Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of RISK_SR
chi2(1) = 352.35
Prob > chi2 = 0.0000

Ramsey RESET test using powers of the fitted values of RISK_SR
Ho: model has no omitted variables
F(3,4979)= 1.93
Prob>F=  0.1226

Number of gaps in sample: 127
Durbin-Watson d-statistic( 10, 4992) = 1.77083

fitted model
RISK_SR Coef.  St.Err. t- p- [95%
value value Conf Interval] Sig
SENT -.002 001 -2.56 .01 -.003 0 **
RE TE -.004 002 -2.03 .042 -.009 0 **
TQ .005 002 351 0 .002 .008 **
*
LEV .01 005 225 .024 .001 019 **
DPS -.004 002 -290 .004 -.007 -001 **
*
CFO .002 011 0.16 .876 -.019 022
PROF .002 004 0.60 .548 -.005 .009
TA TURN 0 0 -025 .799 0 0
L RISK SR .899 007 121.9 0 .884 913 **
2 *
Constant 017 002 7.22 0 013 022 **
*
Mean dependent 0.243 SD dependent var 0.110
var
R-squared 0.858 Number of obs 4992.000
F-test 2344.408 Prob > F 0.000
Akaike crit. (AIC) -17535.882 Bayesian crit. -17470.726
339

s axd) Ay gl Claalad) AasY daal sall g dswlaal) ddaa
YoY$



shlial) Jaady slaiall sl 558 c Al o cppaiicual) Jgaa il Jeld tana aulial) ye Jlia .

(BIC)

*** <. 01, ** p<.05, * p<.1

Appendix (3): The impact of investor’s sentiment and firm life cycle on
corporate risk taking in low sentiment periods

Linear regression: h 1=0

RISK_SR Coef.  St.Err. t- p- [95%

value value Conf Interval] Sig
SENT -.002 001 -1.77 .077 -.004 o *
RE TE 0 003 0.07 .944 -.005 .006
TQ .005 002 249 .013 .001 009 **
LEV .02 006 320 .001 .008 033 **
DPS -.001 002 -0.39 .696 -.005 .003
CFO .03 014 211 .035 .002 057 **
PROF .002 005 050 .617 -.007 011
TA_TURN 0 0 -1.67 .095 0 o *
L _RISK_SR 93 007 127.6 0 915 944  **

4 *

Constant .007 003 241 .016 .001 012 **
Mean dependent 0.245 SD dependent var 0.113
var
R-squared 0.884 Number of obs 2560.000
F-test 2391.377 Prob >F 0.000
Akaike crit. (AIC) -9384.516 Bayesian crit. -9326.039

(BIC)

% n< 01, ** p<.05, * p<.1

Appendix (4): The impact of investor’s sentiment and firm life cycle on
corporate risk taking in highly sentiment periods
Linear regression: h 1=1

RISK_SR Coef.  SCETT. t- p-  [95% _
value value Conf Interval Sig
SENT .033 007 5.10 0 021 .046 *:
RE TE -.01 003 -2.94 .003 -.016 -003  **
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TQ .006 002 239 .017 .001 01 **
LEV .001 007 010 .925 -.012 014
DPS -.009 002 -3.83 0 -.013 -.004 *:
CFO -.028 0l6 -1.76 .078 -.059 003 *
PROF .001 006 0.20 .839 -.01 012
TA_TURN 0 0 147 141 0 0

L RISK_SR .861 .013 65.58 0 .835 .887 *:
Constant .007 006 133 .185 -.003 018
Mean dependent 0.242 SD dependent var 0.108

var

R-squared 0.834 Number of obs 2432.000
F-test 878.379 Prob >F 0.000
Akaike crit. (AIC) -8283.296 (Béa ((:a)sian crit. -8225.331

®F% nZ 01, ** p<.05, * p<.1

Appendix (5): The interaction effect of investor’s sentiment and firm life
cycle on corporate risk taking
Linear regression

RISK_SR Coef.  St.Erm. t- p- [95% _
value value Conf Interval] Sig
SENT_FLC -.008 002 -4.93 0 -.011 -.005 *:
TQ .004 001 325 .001 .002 .007 *:
LEV .009 004 237 .018 .002 017 **
DPS -.005 002 -3.34 .001 -.008 -.002 *:
CFO .001 01 0.08 .935 -.019 021
PROF .001 .003 0.37 71 -.005 .008
TA TURN 0 0 -0.09 .931 0 0
L_RISK_SR .899 .005 165.8 0 .889 91 *:
Constant 017 002 7.34 0 013 022 *:
Mean dependent 0.243 SD dependent var 0.110
var
R-squared 0.858 Number of obs 4992.000
F-test 3759.950 Prob>F 0.000
Akaike crit. (AIC) -17549.520 (Bé;\ é)Slan crit. -17490.880

F*F < 01, ** p<.05, * p<.1
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Variance inflation factor

VIF 1/VIF

DPS 1.271 187
PROF 1.207 .829
TA 1.19 .84
TURN

CFO 1.178 .849
LEV 1.157 .864
L RISK 1.078 .928
SR

TQ 1.069 .936
SENT 1.008 .992
FLC

Mean 1.145
VIF

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of RISK_SR
chi2(1) = 354.30
Prob > chi2 = 0.0000

Ramsey RESET test using powers of the fitted values of RISK_SR
Ho: model has no omitted variables
F(3,4980)= 2.69
Prob>F = 0.0448
Number of gaps in sample: 127
Durbin-Watson d-statistic( 9, 4992) = 1.773502

fitted model
RISK_SR Coef.  StErmr. t- p- [95% )
value value Conf Interval] Sig
SENT _FLC -.008 002 -434 0 -.011 -.004 *:
TQ .004 001 313 .002 .002 .007 *:
LEV .009 005 2.07 .039 0 018 **
DPS -.005 001 -3.57 0 -.008 -.002 *:
CFO .001 011 0.08 .938 -.02 022
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PROF .001 004 035 .729 -.006 .008

TA TURN 0 0 -0.08 .932 0 0

L RISK SR .899 .007 123.?5 0 .885 914 *:
Constant 017 002 7.13 0 012 022 *:
Mean dependent 0.243 SD dependent var 0.110

var

R-squared 0.858 Number of obs 4992.000
F-test 2770.691 Prob>F 0.000
Akaike crit. (AIC) -17549.520 Bayesian crit. -17490.880

(BIC)

*** < 01, ** p<.05, * p<.1

Appendix (6): The interaction effect of investor’s sentiment and firm life
cycle on corporate risk taking in low sentiment periods

Linear regression: h 1=0

RISK_SR Coef.  St.Err. t- p- [95%

value value Conf Interval] Sig
SENT_FLC -.005 003 -1.72 .085 -.01 001 *
TQ .004 002 250 .013 .001 008 **
LEV .02 006 3.13 .002 .007 032 **
DPS -.001 002 -0.62 .536 -.005 .003
CFO .029 014 2.05 .04 .001 056 **
PROF .002 005 0.38 .703 -.007 011
TA TURN 0 0 -160 .109 0 0
L RISK SR 93 007 127.8 0 916 945 **

2 *

Constant .007 003 2.60 .009 .002 013 **
Mean dependent 0.245 SD dependent var 0.113
var
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R-squared
F-test
Akaike crit. (AIC)

0.884 Number of obs

2734.317 Prob >F
-9387.649 Bayesian crit.

(BIC)

Juld dana aulisl) A JUa .2

2560.000
0.000
-9335.020

*x* < 01, ** p<.05, * p<.1

Appendix (7): The interaction effect of investor’s sentiment and firm life
cycle on corporate risk taking in highly sentiment periods

Linear regression: h 1=1

RISK_SR Coef.  St.Err. t- p- [95%
value value Conf Interval] Sig
SENT_FLC -.011 005 -229 .022 -.021 -002 **
TQ .005 002 213 .033 0 009 **
LEV -.001 007 -0.12 .906 -.014 012
DPS -.009 002 -4.15 0 -.014 -005 **
*
CFO -.028 016 -1.77 .076 -.059 003 *
PROF .002 006 0.27 .788 -.01 013
TA TURN 0 0 153 .127 0 0
L RISK SR .862 013 65.68 0 .836 888 **
*
Constant .03 004 7.34 0 022 037 **
*
Mean dependent 0.242 SD dependent var 0.108

¥ aanlf
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var
R-squared 0.832 Number of obs 2432.000
F-test 982.590 Prob >F 0.000
Akaike crit. (AIC) -8258.744 Bayesian crit. -8206.576
(BIC)
*hk p<.01’ *k p<.05’ * p<_1
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