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Investor Sentiment in News and the Seasonal Anomaly
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The well-known stock market adage “sell in May and go away” arose from long-term stock market seasonality
in major financial markets around the globe. Kamastra, Kramer and Levy(2003) present evidence that Seasonal
Affective Disorder causes this seasonality, as this condition has a profound effect in people’s mood and makes
people increasingly risk averse as daylight diminishes with the onset of winter. In this paper, we present evidence
that change in market mood is reflected in the prospect statement in the news text. We used modality analysis to
identify the prospect statement in the large textual data.
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RIS TOPIX
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1986 0.516 0.500 29.5% 14.5%
1987 0.569 0.464 31.0% -15.4%
1988 0.521 0.469 26.5% 8.0%
1989 0.473 0.502 3.9% 17.6%
1990 0.499 0.491 -18.0% -26.0%
1991 0.544 0.449 4.9% -5.7%
1992 0.485 0.495 -27.0% 5.0%
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2009 0.472 0.535 8.2% -2.4%
2010 0.522 0.466 -7.3% 6.8%
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