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The Influence of Northward Capital on Investor Sentiment Impacting Stock Market Volatility
CHEN Jian' ZENG Shigiang’
(1.School of Finance and Business, Shanghai Normal University;

2.School of Economics and Management, Shanghai Institute of Technology)
Abstract Using A-share market data, this paper studies the "wind vane effect”" of capital moving northward from
the Hong Kong market, examining its effect of triggering investor sentiment impacting volatility on Chinese mainland
stock markets. Data collected from May 4, 2017 to April 29, 2022 shows that: when the market falls, the bearish
behavior of northbound capital will significantly increase the impact of investor sentiment on market volatility. Further
research finds that northward capital significantly affects the sentiment of institutional investors, but not individual
investors. This paper provides empirical evidence for the further opening of the A-share market and provides a new
perspective on identifying the wind vane effect of northward capital.
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