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ABSTRACT

Nowadays, announcing a corporation’s financial information on Internet has becoming a
common way for most listed companies. The rapid development of Internet creates new
channels for businesses to inform both investors and stock holders the essential information.
However, the information transparency and information quality of a firm will also directly
affect the information which collected by investors and related institutions and interfere the
investor cognitive sentiment on the financial market trend, therefore, to generate investor
irrational investment decision and influence return on investment. For example, the partial
reasons for causing the 1997 Asian financial crisis and the global financial crisis in 2008 were
derived from the domino effect of the lack of information transparency and investor over
panic. In this study, our purpose is to explore the interrelationship between financial
information transparency and information quality on stock return moderated by the investor
sentiment.

Based on the literatures, the information grasped by investor was affected by investor
sentiment and then influence the investment decision making, ultimately it would sway the
market return. Two representative investor sentiment variables were summarized from the
literature to explore the effect of different degree of information transparency and information
quality on market return under the investor sentiment. This study established six hypotheses,
and use two-stage least squares method and set investor sentiment as a moderator to explore
the impact on market return rate with information transparency and information quality with a
total of 470 listed companies.

The results showed our six hypotheses are supported. Both information quality and
information transparency are positively correlated with each other. Information quality is
positively to market return. Information transparency is positively to market return. Investor
sentiment has a positive moderate effect between information quality and market return.
Investor sentiment has a positive moderate effect between information transparency and
market return.

Keywords: Information Transparency, Information Quality, Investor Sentiment, Market
Return Rate, Two-stage Least Squares.
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