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Abstract

This paper uses institutional investors' net buying and selling activity as a proxy for
institutional sentiment to observe its impact on subsequent returns. Previous literature has used
turnover rate to represent investors' attention to a particular stock. It is worth further research to
explore whether investors also focus on stocks with significant net buying or selling by
institutions, potentially leading to stronger momentum effects. The results of this study's Panel
Data regression analysis show that the winner-stock portfolio of institutional net buying has a
significant positive impact on future performance, while the relationship between turnover rate
winners and subsequent performance is negative. The one-dimensional classification results for
excess returns indicate a momentum effect in both the short and long term. The results for net
institutional buying show a momentum effect across the short, medium, and long term. In
contrast, the one-dimensional classification results for turnover rate reveal a reversal effect in
the medium and long term. In the two-dimensional classification, if strategies such as buying
performance winners and net-buying winners by institutional investors while selling
performance losers and net-buying losers by institutional investors, or buying performance
winners and turnover rate losers while selling performance losers and turnover rate winners are
adopted, the performance remains significantly positive regardless of the holding period and




consistently outperforms the corresponding holding period performance in one-dimensional
classification. While the turnover rate is already a good indicator for reversal strategies,
institutional net buying and selling can also serve as a proxy for institutional sentiment. Given
that relevant information is frequently reported in the media, investors can use institutional net
buying and selling information as a reference for their investment decisions.
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