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On Relationship between Baidu’s Attention Index and Stock Price

ZHANG Wu-yi, LI Jie

School of Management and Economics, Kunming University of Science and Technology ., Kunming 650093, China

Abstract: In his paper, the contact between limited attention index of investors and the stock market has
been analyzed, the literature reviewed, and the differences between traditional and modern financial theory
compared. The limited attention and modern theoretical models have been introduced, which support them
according to the model. The lack of risk perception of investors can directly influence their behaviors.
Comparing with traditional proxy indicators of investor attention including exchange rate, volume, and so
on, proxy indicators provided from the Internet can reflect the concerns of investors more directly. Baidu
index is used as a proxy variable for the attention of investors. When investors are searching for informa-
tion about the stock on the Internet, undoubtedly, it means that they concern with this stock. The number
of retrieved keywords provided by Baidu index directly reflects the attention investors. Baidu index will al-
so affect investors’ transactions and lead to the stock market volatility. In order to analyze the relationship
between the attention of investors and the price of the stock, we establish the VAR model, Granger and
Impulse Response Function. The result shows that there is a relationship between the attention of inves-
tors and the stock market.

Key words: behavioral finance; limited attention; Baidu index; stock market
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