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I.      Research Question



Our research question

 Many competing theories explaining investor behavior / behavior of markets

 Often overlap in their predictions 

 Difficult to disentangle with observational data

 Increasing interest in investor surveys

 Surveys are great, but 

I. Motivation



Our research question

 Investors frequently express their beliefs in writing

 Cheap and scalable alternative to capture investors’ beliefs and rationales?

I. Motivation



II.      Illustration of How Our Method May Be Applied



Consider stocks that typically earn low returns

 Chen and Zimmerman (2021) survey prior literature and find that 202 firm 
characteristics strongly predict raw stock returns in the cross-section

 E.g., high asset growth  low average returns

 Could be perceived safety?
 Could be perceived supremacy / extrapolation?
 Could be perceived lottery-like feature / upside potential?
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II. Methodology



1. Source stock-opinion articles

II. Methodology

1,171,130 Single-Ticker sell-side analyst reports from 2006 to 2021



1. Source stock-opinion articles

II. Methodology

140,412 Single-Ticker SA articles from 2006 to 2021



2. Create wordlists

II. Methodology

We ask 100 US institutional investors

“For each of the next three questions, please list up to five nouns, verbs, or
adjectives (NOT specific tickers, company names, industries, or product
names/brands) that you would use to:

Q1. describe a stock that, to you, is a "safe-haven asset:" a stock that does
relatively well when times are bad. If you would never invest in such a stock,
please leave everything blank and simply move on to the next question.

Q2. describe a stock that has been doing well and that you expect will continue to
do very well or, in general, a stock that you are very confident will earn above-
normal returns. If you would never invest in such a stock, please leave
everything blank and simply move on to the next question.

Q3. describe a stock that offers somewhat of a gamble: the stock will most likely
not produce above-normal returns, but if it does, the payoff will be enormous. If
you would never invest in such a stock, please leave everything blank and simply
move on to the next question.”



2. Create wordlists

II. Methodology

We ask 100 US institutional investors

Institutional Investors:

Five most frequent answers to Q1: 
“conservative, defensive, protection, reliable, stable.” 

Five most frequent answers to Q2: 
“competitive, expanding, leader, outperformer, strong.”

Five most frequent answers to Q3: 
“gamble, potential, speculative, upside, volatile.”



2. Create wordlists

II. Methodology

We ask 100 US institutional investors

Institutional Investors:

Five most frequent answers to Q1: 
“conservative, defensive, protection, reliable, stable.” “Safety Words”

Five most frequent answers to Q2: 
“competitive, expanding, leader, outperformer, strong.” “Supremacy Words”

Five most frequent answers to Q3: 
“gamble, potential, speculative, upside, volatile.” “Lottery Words”

We consider all possible word forms tied to the business realm. 
We account for simple negation.
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Operating leverage
Novy-Marx (2010)
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Operating leverage

III. Results

Novy-Marx (2010)

53% more safety words here … compared with here (t-stat = 39.76)

“perceived safety seems 
to matter most”

Safety 00

Supremacy 00

Lottery 00

27% more safety words here … compared with here (t-stat = 5.90)

No reliable differences in supremacy and lottery words!
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Operating leverage “Safety”

III. Results

Novy-Marx (2010)

Safety 01

Supremacy 00
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53% more safety words here … compared with here (t-stat = 39.76)
27% more safety words here … compared with here (t-stat = 5.90)

No reliable differences in supremacy and lottery words!

“perceived safety seems 
to matter most”

high leverage

low leverage

Av
er

ag
e 

re
tu

rn
s



Idiosyncratic risk

III. Results

Ang, Hodrick, Xing, Zhang (2006)

high 
idiosyncratic 

risk

low 
idiosyncratic 

risk

“perceived lottery-like 
feature seems to matter 

most”

Safety 01

Supremacy 00

Lottery 00

… compared with here (t-stat = 17.42)
… compared with here (t-stat = 36.98)20% more lottery words here 

28% more lottery words here 

No reliable differences in safety and supremacy words!

Av
er

ag
e 

re
tu

rn
s



Idiosyncratic risk “Lottery”

III. Results
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Supremacy 00

Lottery 01

… compared with here (t-stat = 17.42)
… compared with here (t-stat = 36.98)20% more lottery words here 

28% more lottery words here 

No reliable differences in safety and supremacy words!
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III. Results

Table 2 – Analyst Reports

Safety 12

Supremacy 30

Lottery 105

Inconclusive 34



“Lottery”

III. Results

Table 2 – SA Articles

Safety 11

Supremacy 19

Lottery 98

Inconclusive 53



Results fairly robust

III. Results

Table 4

We arrive at the same conclusion when

 only considering “most important anomalies”
 only considering reports/articles since anomaly has been published
 only considering “older anomalies”



Work-in-progress

III. Results

Validating text-based inferences with survey responses



Thank you!
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