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Online Appendix Figure A1 

Institutional Investors Survey Questions 

 

This figure displays the questions in the online survey sent to 100 institutional investors to generate the survey-based 

wordlists as detailed in Section 3.2. 

 

QAge. How old are you? 
 

1.  21-24 

2.  25-34 

3.  35-44 

4.  45-54 

5.  55-64 

6.  65+ 

7.  Prefer not to say 

 

QGender. Please indicate your gender  
 

1.  Male 

2.  Female 

3.  Prefer not to say 

 

QExperience. Approximately how many years have you worked as a wealth manager / fund manager? 

 

QAmount. What is your company’s overall assets under management (AUM)? 
 

1.  Under $10 million  

2.  $10 million to $99.9 million  

3.  $100 million to $249.9 million  

4.  $250 million to $1 billion  

5.  $1 billion to $2.49 billion  

6.  $2.5 billion or more  

7.  Prefer not to answer 

 

 

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: 

 

Q1.  to 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.  to 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.  to 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. 

 

 

  



 

 

Online Appendix Figure A2 

Retail Investors Survey Questions 

 

This figure displays the questions in the online survey sent to 303 retail investors to generate the survey-based 

wordlists as detailed in Section 3.2. 

 

QAge. How old are you? 
 

1.  21-29 

2.  30-44 

3.  45-59 

4.  60+ 

5.  Prefer not to say 

 

QGender. Please indicate your gender  
 

1.  Male 

2.  Female 

3.  Prefer not to say 

 

QExperience. Which of the following categories best describes your investment experience? 
 

1.  Novice investor 

2.  Investor with intermediate experience 

3.  Professional investor 

4.  Prefer not to say 

 

QAmount. What is the approximate value of your household's net investable assets in USD? In calculating your net 

investable assets, do not include your personal properties such as a car, home, and cottage. Simply add up all your 

savings and investments and subtract your consumer debt (credit cards and loans). 
 

1.  Under $500  

2.  $500 to $2,000  

3.  $2,001 to $10,000  

4.  $10,001 to $25,000  
5.  $25,001 to $100,000  

6.  $100,001 to $300,000  

7.  $301,000 to $500,000 

8.  $500,001 to $1,000,000 

9.  More than $1,000,000 

10. Prefer not to answer 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

 

Online Appendix Figure A2. Continued. 

 

 

QAttention. How frequently do you check your investment account? 
 

1.  About every day (daily) 

2.  About once a week (weekly) 

3.  About once a month (monthly) 

4.  About once every three months (quarterly) 

5.  About once a year (yearly) 

6.  Less frequently than once a year 

7.  Prefer not to answer 

 

QInteractions. How frequently do you discuss stocks (or other investment-related topics) with family members, 

friends or co-workers? 
 

1.  About every day (daily) 

2.  About once a week (weekly) 

3.  About once a month (monthly) 

4.  About once every three months (quarterly) 

5.  About once a year (yearly) 

6.  Less frequently than once a year 

7.  Prefer not to answer 

 

 

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: 

 

Q1.  To 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.  To 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.  To 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. 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

 

Online Appendix Figure A3 

Sample Analyst Reports 

 

This figure displays the first page of three sell-side analyst reports. The first report makes disproportionately frequent 

use of safety words as per the institutional investors survey-based wordlists, while the second and third reports make 

disproportionately frequent uses of exuberance and lottery words, respectively. The red areas mark the sections of the 

analyst reports that we parse. 

 
First report (“safety”):  

 

 



 

 

Online Appendix Figure A3. Continued. 

 

Second report: (“exuberance”): 

 

 



 

 

Online Appendix Figure A3. Continued. 

 

Third report: (“lottery”): 

 

 
  



 

 

Online Appendix Figure A4 

Sample Seeking Alpha Articles 

 

This figure displays the first page of three SA opinion articles. The first article makes disproportionately frequent use 

of safety words as per the institutional investors survey-based wordlists, while the second and third articles make 

disproportionately frequent uses of exuberance and lottery words, respectively. 

 
First article (“safety”):  

 

 



 

 

Online Appendix Figure A4. Continued. 

 

Second article: (“exuberance”): 

 

 
 

 
 



 

 

Online Appendix Figure A4. Continued. 

 

Third article: (“lottery”): 

 

  
 



 

 

Online Appendix Figure A5 

Which Framework Best Explains the Cross-Section of Expected Stock Returns? – Evidence by Firm Characteristic 

 
This figure reports the results from Panel A in Table 2 separately for each of the 181 firm characteristics. For each of 

181 firm characteristics, we sort stocks based on the firm characteristic and consider the stocks that earn low average 

returns based on prior literature (“short-leg securities”). We compute the average Safety [%], Exuberance [%], 

and Lottery [%] across the buy recommendations of short-leg securities; we also compute the average fractions across 

the buy recommendations written on all other stocks. We then compute the difference between the former and the 

latter (on a relative basis) and test whether the difference is positive and statistically significant at the 5% level. We 

plot the firm characteristics for which the difference is positive and statistically significant at the 5% level based on 

Safety [%], Exuberance [%], and Lottery [%], respectively. 

 
 

Analyst Reports: 
 

 
 



 

 

Online Appendix Figure A5. Continued. 

 
 

SA Articles: 

 
 

 
 



 

 

Online Appendix Figure A6 

Which Framework Best Explains the Cross-Section of Expected Stock Returns? – Sensitivity Analyses 

 

This figure reports the fractions of times a particular framework best explains the cross-section of expected stock 

returns. The analyses are identical to those in Panel A of Table 2, except that we vary our wordlists. Specifically, we 

examine for each of the five most frequently used safety words, each of the five most frequently exuberance words 

and each of the five most frequently used lottery words whether its removal changes our conclusion. We plot the 

results for the 15 variations of our wordlists. 

  
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Online Appendix Table A1  

Descriptive Statistics Regarding Institutional Investors Survey Participants 

 

This table reports the responses to the institutional investors background questions displayed in Online Appendix 

Figure A1. 

 

 Number [Fraction] of Institutional Investors  

QAge 

      25-34 2 [2%] 

      35-44 20 [20%] 

      45-54 29 [29%] 

      55-64 35 [35%] 

      65+ 13 [13%] 

      Prefer not to say 1 [1%] 

QGender 

      Female 10 [10%] 

      Male 87 [87%] 

      I prefer not to say 3 [3%] 

QExperience 

      < 10 years 3 [3%] 

      10-19 years 28 [28%] 

      20-29 years 50 [50%] 

      30 years + 19 [19%] 

QAmount 

      $10 million to $99.9 million 19 [19%] 

      $100 million to $249.9 million 25 [25%] 

      $250 million to $999.9 million 15 [15%] 

      $1 billion to $2.49 billion 7 [7%] 

      $2.5 billion+ 34 [34%] 

 

 

 

 

 

 

 

  



 

 

Online Appendix Table A2 

Descriptive Statistics Regarding Retail Investors Survey Participants 
 

This table reports the responses to the retail investors background questions displayed in Online Appendix Figure A2. 

 

 Number [Fraction] of Retail Investors  

QAge 

      21-29 68  [22.4%] 

      30-44 139 [45.9%] 

      45-59 63 [20.8%] 

      60 or more 32 [10.6%] 

      I prefer not to say 1 [0.3%] 

Qgender 

      Female 93 [30.7%] 

      Male 210 [69.3%] 

      I prefer not to say 0 [0%] 

Qexperience 

      Novice investor 118 [38.9%] 

      Investor with intermediate experience 178 [58.7%] 

      Professional investor 7 [2.3%] 

      I prefer not to say 0 [0%] 

Qamount 

      Less than $500 24 [7.9%] 

      $500 to $2,000 18 [5.9%] 

      $2,001 to $10,000 33 [10.9%] 

      $10,001 to $25,000 45 [14.9%] 

      $25,001 to $100,000 66 [21.8%] 

      $100,001 to $300,000 55 [18.2%] 

      $300,001 to $500,000 20 [6.6%] 

      $500,001 to $1,000,000 18 [5.9%] 

      More than $1,000,000 14 [4.6%] 

      I prefer not to say 10 [3.3%] 

Qattention 

      About every day 79 [26.1%] 

      About once a week 109 [36.0%] 

      About once a month 78 [25.7%] 

      About once every three months 25 [8.3%] 

      About once a year 3 [1.0%] 

      Less frequently than once a year 5 [1.7%] 

      I prefer not to say 4 [1.3%] 

Qinteractions 

      About every day 20 [6.6%] 

      About once a week 87 [28.7%] 

      About once a month 97 [32.0%] 

      About once every three months 43 [14.2%] 

      About once a year 18 [5.9%] 

      Less frequently than once a year 24 [7.9%] 

      Never 13 [4.3%] 

      I prefer not to say 1 [0.3%] 

 

 

 

 

 



 

 

Online Appendix Table A3 

Which Framework Best Explains the Cross-Section of Expected Stock Returns? – Evidence by Firm Characteristic 

 

This table reports the results from Panel A in Table 2 separately for each of the 181 firm characteristics. For each of 181 firm characteristics, we compute the 

average Safety [%], Exuberance [%], and Lottery [%] across the buy recommendations of short-leg securities; we also compute the average fractions across the 

buy recommendations written on all other stocks.  We then compute the difference between the former and the latter (on a relative basis) and test whether the 

difference is positive and statistically significant at the 5% level. We report the relative difference and the corresponding t-statistic in parentheses if the difference 

is positive and statistically significant at the 5% level. We bold the difference that is the largest economically speaking. An empty cell implies that the difference 

is not positive and statistically significant at the 5% level. 
 

 
Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

5-Yr. Growth in Number of Shares   2% (5.16) 3% (7.22)         

52-Week High     13% (20.71)       18% (10.43) 

Δ Asset Turnover   8% (16.21)           

Δ Current Op. Assets   13% (30.17) 6% (11.41)     6% (4.45)   

Δ Current Op. Liabilities   13% (32.38) 7% (15.50)       4% (2.53) 

Δ Deferred Revenue to Assets     17% (17.62)       24% (7.75) 

Δ Equity to Assets     18% (38.88)       12% (8.33) 

Δ Financial Liabilities     9% (18.91)       4% (2.60) 

Δ Long-term Investment 9% (10.48)             

Δ Net Financial Assets     14% (28.28)       10% (5.94) 

Δ Net Noncurrent Op. Assets   4% (9.38) 8% (15.02)       8% (4.80) 

Δ Net Op. Assets   2% (4.66) 8% (16.42)         

Δ Net Working Capital     9% (15.36)       13% (7.11) 

Δ PPE & Inventory to Total Assets     7% (12.26)         

Δ Tax to Total Assets     4% (8.68)       3% (2.28) 

Abnormal Accruals     10% (14.08)       13% (6.59) 

Accruals     7% (10.79)       12% (6.16) 

Active Shareholders               

 



 

 

Online Appendix Table A3. Continued. 

 

 
Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

Advertising Expense   16% (28.61) 13% (17.45)       9% (4.17) 

Advertising Expense to Brand Capital         15% (4.11)     

Analyst Consensus Forecast     40% (67.83)       33% (16.51) 

Analyst EPS Forecast Dispersion     12% (16.49)       17% (7.16) 

Analyst EPS Forecast Revision             6% (3.38) 

Analyst Forcast on EPS               

Analyst Optimism   6% (12.95) 6% (10.31)       6% (2.90) 

Analysts Consensus Ratings of the Mkt.               

Annual Sales to Mkt. Value     42% (81.25)       41% (22.09) 

Asset Growth     15% (32.72)       9% (6.65) 

Asset Tangibility 3% (3.05) 8% (14.85)     7% (2.02)     

Average Earn. Growth               

Average Earn. Growth     8% (8.44)       19% (5.93) 

Average Earn. Surprise of Big Firms               

Bid-Ask Spread   6% (3.73)     34% (2.29)     

Book Leverage 36% (32.59)             

Book-to-Mkt. Ratio   5% (14.36) 14% (31.65)       7% (5.51) 

Book-to-Mkt. Ratio (most recent Mkt.)   17% (50.50) 17% (41.65)     6% (5.26) 3% (2.63) 

CAPM Beta 7% (5.06)       40% (6.54)   9% (2.99) 

CAPX to Revenue     2% (2.87)       10% (4.80) 

Cash Flow to Price Variance     8% (9.33)       11% (5.10) 

Cash to Assets     1% (2.48)   13% (3.60)     

Cash-based Op. Profitability     25% (32.80)       36% (15.00) 

Convertible Debt Indicator     9% (19.61)         

Coskewness Using Daily Ret.     3% (4.36)       8% (3.57) 



 

 

Online Appendix Table A3. Continued. 

 

 
Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

Coskewness Using Monthly Ret.     6% (10.50)       10% (5.30) 

Credit Rating Downgrade               

Customer/Supplier Momentum   3% (2.51)           

Earn. Forcast to Stock Price     7% (4.32)       9% (2.06) 

Earn.-to-Price Ratio   13% (27.48) 10% (16.32)     6% (3.38) 10% (4.81) 

Economic Link Momentum               

Efficient Frontier Index   15% (36.05) 7% (13.95)         

Enterprise Component of Book-to-Mkt. 4% (5.13)             

Enterprise Multiple   20% (45.41) 11% (20.72)     7% (5.05) 8% (4.70) 

Equity Duration     31% (43.80)       31% (15.28) 

Exchange Switch               

Excluded Expenses     4% (7.86)         

Firm Age     6% (10.28)   10% (3.41)     

First Month When Consistent Div. Payers Fail to Pay Div.             

Frazzini-Pedersen Beta         51% (4.59)   17% (2.94) 

Fundamental Value-to-Mkt. Value     34% (43.74)       32% (12.02) 

GIM Governance Index               

Gross Profits to Total Assets     43% (68.73)       49% (23.03) 

Gross Profits with R&D Adjusted     29% (33.98)       31% (12.55) 

Growth CAPEX Over Ind. CAPEX Growth     3% (5.30)       9% (5.05) 

Growth CAPEX Over Past Three Yrs.     8% (14.65)       8% (4.94) 

Growth CAPEX Over Past Two Yrs.     13% (21.98)       17% (8.80) 

Growth in Advertising Expenses   8% (12.54) 7% (8.66)       9% (3.89) 

Growth in Book Equity     13% (27.94)       7% (4.97) 

Growth in Long-term Op. Assets     12% (21.26)       15% (8.00) 



 

 

Online Appendix Table A3. Continued. 

 

 
Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

Growth in Number of Employees   2% (4.40) 9% (21.21)       6% (4.68) 

Growth in Number of Shares     11% (23.05)       19% (10.66) 

Growth in Order Backlog to Total Assets             10% (2.04) 

Growth of Liabilities   5% (11.29) 10% (17.05)       6% (3.09) 

Growth of Mkt. Value Over Stock Ret.     17% (26.88)       25% (11.53) 

IPO Age     8% (2.50)         

IPO and No R&D Expenses   19% (11.46)       41% (6.18)   

Idio. Risk Based on CAPM     19% (35.68)       26% (16.44) 

Idio. Risk Based on CAPM Past Daily Data     32% (46.51)       37% (19.18) 

Idio. Risk Based on FF3     20% (36.98)       28% (17.42) 

Idio. Skewness Based on FF3   12% (36.80) 6% (14.51)       5% (3.83) 

Illiquidity 6% (12.51) 4% (15.24)       3% (3.95)   

Implied Volatility Smirk             18% (5.44) 

Inc. Taxes to Tax Share of Net Inc.               

Ind. Concentration Based on Assets   9% (19.66)       9% (5.92)   

Ind. Concentration Based on Book Value   10% (21.70)       5% (3.41)   

Ind. Concentration Based on Revenues   9% (21.59)       8% (5.81)   

Ind. Momentum               

Ind. Ret. of Big Firms               

Indicator of Initial Public Offerings   9% (21.80) 13% (26.27)     9% (5.85) 18% (9.25) 

Inst. Ownership Among Highly Shorted Stocks              

Inst. Ownership and Forecast Dispersion               

Inst. Ownership and Idio. Volatility               

Inst. Ownership and Mkt. to Book               

Inst. Ownership and Turnover               



 

 

Online Appendix Table A3. Continued. 

 

 
Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

Intangible Ret. Using Book-to-Mkt.   19% (46.88) 17% (34.07)     11% (8.52) 4% (2.51) 

Intangible Ret. Using Earn. to Mkt. Value   18% (40.41) 14% (26.30)       5% (2.98) 

Intangible Ret. Using Net Inc. to Mkt. Value   19% (42.27) 13% (23.89)         

Intangible Ret. Using Sales to Mkt. Value   24% (60.3) 12% (25.30)     14% (11.05)   

Intermediate Momentum     15% (20.13)       24% (11.45) 

Inventory Growth   5% (16.67) 6% (17.29)         

Inverse Stock Price 3% (4.81) 16% (56.34) 4% (11.71)     9% (10.01)   

Junk Stock Momentum     2% (2.19)       11% (4.13) 

Lagged 2-month Trading Volume 3% (6.86) 3% (13.96)       3% (3.83)   

Leverage Component of Book-to-Mkt. 5% (4.88)             

Long-run Reversal   10% (27.98) 9% (19.61)     4% (3.48)   

Long-term EPS Forecast     9% (13.91)       10% (4.88) 

Maximum Ret. over Previous Month     18% (37.66)       25% (15.93) 

Median EPS Forcast to Stock Price     49% (37.05)       28% (7.55) 

Medium-run Reversal   4% (9.37) 12% (23.60)       8% (5.11) 

Mkt. Leverage   12% (32.30) 21% (45.87)       18% (12.03) 

Mkt. Value to Liquid Assets   23% (66.37) 8% (21.25)     16% (13.16)   

Mohanram G-score     3% (3.13)     16% (5.09) 11% (2.95) 

Momentum (12-Month)     12% (14.95)       16% (8.11) 

Momentum (6-Month)     9% (13.64)       13% (7.17) 

Momentum Based on FF3 Residuals               

Momentum Filtered by Firm Age     5% (3.43)         

Momentum in High Volume Stocks     6% (6.90)       11% (4.91) 

Monthly Trading Volume Trend     10% (17.43)       23% (11.70) 

Net Debt Financing     8% (15.17)     4% (2.62) 3% (1.98) 
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Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

Net Debt to Mkt. Value               

Net Equity Financing     32% (56.76)       32% (17.22) 

Net External Financing     32% (60.38)       39% (20.29) 

Net Inc. to Book Equity     29% (48.98)       30% (16.10) 

Net Mkt. Cash Inflow     27% (30.79)       30% (12.15) 

Net Op. Assets     7% (12.76)         

Net Payout Yield     26% (36.22)       41% (15.48) 

Normalized Δ Revenue Per Share               

Number of No Trade Days (Monthly)     7% (28.55)       8% (10.92) 

Numer of Inst. Owners               

O Score     35% (39.17)       59% (19.71) 

Off-season Momentum     7% (10.48)       12% (6.69) 

Off-season Reversal Yrs. 11-15   5% (10.60) 8% (13.29)       4% (2.06) 

Off-season Reversal Yrs. 16-20   9% (14.33) 8% (11.95)         

Off-season Reversal Yrs. 2-5   4% (10.67) 15% (33.37)       10% (6.66) 

Off-season Reversal Yrs. 6-10     14% (25.87)         

Op. Accruals to |Inc. Before Extraord. Items|               

Op. Cash Flow to Mkt. Value     27% (33.38)       33% (13.74) 

Op. Leverage 53% (39.76)       27% (5.90)     

Op. Profits to Book Equity     18% (29.63)       21% (9.36) 

Option Volume to Average   3% (5.44)     12% (2.88) 5% (2.33) 11% (4.58) 

Option Volume to Stock Trading Volume   2% (5.31) 2% (6.29)         

Order Backlog to Average Total Assets     7% (6.30)         

Organizational Capital           8% (4.15)   

Pastor-Stambaugh Liquidity Beta     11% (20.36)       19% (11.23) 
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Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

Payout Yield     11% (16.14)       9% (4.08) 

Pension Funding Status               

Piotroski F-score     11% (3.39)         

Predicted Analyst Earn.' Forecast Errors   11% (16.71) 13% (15.23)       15% (5.07) 

Price delay Coefficient   4% (9.92) 4% (8.23)     5% (3.42) 5% (3.15) 

Price delay R-Square 11% (12.89) 2% (5.89)     16% (4.51) 7% (4.32)   

Price delay with Standard Error Adjusted     3% (6.12)     3% (2.41) 4% (2.52) 

Put Volatility Minus Call Volatility     6% (7.94)       21% (9.37) 

R&D Ability 37% (11.51) 25% (15.53)       17% (3.33)   

R&D Expense to Mkt. Value 3% (3.13) 5% (11.74)       17% (11.73)   

Real Dirty Surplus 2% (2.53) 2% (7.39)           

Real Estate Holdings     8% (10.53)       20% (7.27) 

Ret. On Assets     42% (66.17)       51% (24.04) 

Ret. Over Earn. Announcement Period             7% (4.64) 

Ret. Seasonality Over Last Yr.     16% (24.50)       19% (9.47) 

Ret. Seasonality Over Past 11-15 Yrs.     10% (14.30)       12% (5.55) 

Ret. Seasonality Over Past 16-20 Yrs.   4% (5.95) 11% (13.79)       9% (3.88) 

Ret. Seasonality Over Past 2-5 Yrs.     14% (21.04)       22% (10.29) 

Ret. Seasonality Over Past 6-10 Yrs.     8% (11.86)       14% (6.32) 

Ret. Skewness   10% (29.64) 8% (19.04)       8% (5.84) 

Ret. of Non-Conglomerates to Total Assets of Conglomerates            

Revenue Growth Rank   6% (15.24) 11% (21.45)         

Rolling Std. Dev. of Trading Volume               

Sales Growth Over Inventory Growth     3% (5.02)         

Sales Growth Over Overhead Growth     16% (21.43)       12% (5.79) 



 

 

Online Appendix Table A3. Continued. 

 

 
Do Sell-Side Analyst Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 
  

Do Seeking Alpha Buy Recommendations of Short-

Leg Securities Disproportionately Frequently Use 

Firm Characteristic 
Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 
  

Safety 

Words? 

Exuberance 

Words? 

Lottery  

Words? 

Share Turnover Volatility     28% (18.54)       13% (3.78) 

Short Interest to Shares Outstanding     11% (24.10)       10% (7.51) 

Short-Term Reversal     14% (29.32)       13% (8.95) 

Size 7% (14.65) 5% (19.34)       3% (3.97)   

Streaks in Earn. Surprise     10% (11.29)       24% (8.72) 

Suppliers Momentum     4% (3.21)         

Systematic Risk Volatility     7% (15.61)      10% (6.88) 

Tail Risk Beta     6% (10.09)  29% (8.37)     

Takeover Vulnerability 28% (2.61)            

Total Accruals     15% (31.00)      8% (5.38) 

Total Accruals to Absolute Net Inc.            6% (3.12) 

Total Assets to Mkt. Value   17% (52.72) 20% (49.78)    7% (6.19) 11% (8.72) 

Volume to Mkt. Equity     5% (8.97)      9% (6.40) 

 

 

 

 



 

 

Online Appendix Table A4 

Which Framework Best Explains the Cross-Section of Expected Stock Returns?  

– Non-Traditional Preferences or Exuberance? 

 

This table reports the fractions of times the non-traditional preferences framework best explains the cross-section of 

expected stock returns. The analyses are identical to those in Panel A of Table 2, except that we now remove stocks 

whose past one-month returns are in the top 10%, top 20%, or top 50% of their respective distributions. 
 

 Fraction of Times Investors’ Rationale for Buying Short-

Leg Securities Consistent With [Most Consistent With]  

The Non-Traditional Preferences Framework 

Excluding stocks whose past one-month returns are … Sell-Side Analyst Reports Seeking Alpha Articles 

  in the top 10% 68%  

[58%] 

 

56%  

[55%] 

 
  in the top 20% 68%  

[58%] 

 

56%  

[54%] 

 
  in the top 50% 67%  

[57%] 

 

55%  

[52%] 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Online Appendix Table A5 

Which Framework Best Explains the Cross-Section of Expected Stock Returns?  

– Bearish Recommendations for Long-Leg Securities 

 

This table reports the fractions of times a particular framework best explains the cross-section of expected stock 

returns. The analyses are identical to those in Panel A of Table 2, except that we now compute the fractions of negated 

safety words, negated exuberance words and negated lottery words and test whether these negated words appear 

unusually often in the sell or hold recommendations for long-leg securities compared with the sell or hold 

recommendations for non-long-leg securities. 
 

 Fraction of Times Investors’ Rationale for NOT Buying  

Long-Leg Securities Consistent With  

[Most Consistent With] 

 

 
Risk  

Framework  

Irrational 

Beliefs 

Framework 

Non-Traditional 

Preferences 

Framework 

Inconclusive 

Sell-Side Analyst Reports 3%  

[3%] 

 

7%  

[7%] 

 

10%  

[9%] 

88% 

Seeking Alpha Articles 1%  

[1%] 

 

0%  

[0%] 

 

0%  

[0%] 

99% 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Online Appendix Table A6 

Do Analyst and SA Views Reflect Views of the General Investor Population? 

 

This table reports results from regressions of buy-sell order imbalances and DGTW-adjusted stock returns on the tones of sell-side analyst reports and articles 

published on Seeking Alpha. The buy-sell order imbalances metric captures the net difference between the number of buy orders and sell orders executed for a 

particular stock within a single trading day. The DGTW-adjusted stock returns are calculated as the deviation between a given stock's raw return on a specific day 

and the return on a value-weighted portfolio of firms of similar size, book-to-market ratios, and past returns (Daniel, Grinblatt, Titman, and Wermers, 1997). Our 

sample encompasses 11,693,615 stock/day observations for the buy-sell order imbalances and 12,044,943 stock/day observations for the DGTW-adjusted stock 

returns. These observations span the time period from January 2006 through October 2021. To construct Tone Sell-Side Analysts, we compute for each stock, at the end 

of each day, the average tone across all sell-side analyst reports published on the corresponding stock on the corresponding day. Tone is the number of positive 

words in the report minus the number of negative words divided by the total number of words in the report. We account for negation. To construct Tone Seeking Alpha, 

we compute for each stock, at the end of each day, the average tone across all Seeking Alpha articles published on the corresponding stock on the corresponding 

day. Sentiment Dow Jones Newswires is the average composite sentiment score (“CSS”) in RavenPack across Dow Jones Newswires on the corresponding stock on the 

corresponding day. We also construct I Sell-side Analysts, I Seeking Alpha, and I Dow Jones Newswires, which equal one if there are sell-side analyst reports, Seeking Alpha articles 

and Dow Jones Newswires published on the corresponding stock on the corresponding day, respectively. Tone Sell-Side Analysts, Tone Seeking Alpha, and Sentiment Dow Jones 

Newswires are set to zero when there are no sell-side analyst reports, no Seeking Alpha articles, and no Dow Jones Newswire published on the corresponding stock on 

the corresponding day, respectively. T-statistics are reported in parentheses and are based on standard errors adjusted for heteroscedasticity and clustered by day. 

*, **, and *** denote statistical significance at the 10%, 5% and 1% levels, respectively. 
 

 Buy-Sell Order Imbalances 
 

DGTW-Adjusted Stock Returns 

 (1) (2) (3) 
 

(4) (5) (6) 

Tone Sell-Side Analysts     0.211*** 
(7.88) 

    0.210*** 
(7.86) 

    0.443*** 
(57.63) 

    0.441*** 
(57.49) 

Tone Seeking Alpha     0.217*** 
(4.53) 

   0.216*** 
(4.51) 

     0.234*** 
(16.86) 

   0.212*** 
(15.35) 

Sentiment Dow Jones Newswires    0.059*** 
(13.08) 

   0.060*** 
(13.21) 

   0.059*** 
(13.08) 

    0.043*** 
(55.65) 

   0.044*** 
(55.95) 

   0.043*** 
(55.63) 

I Sell-Side Analysts    0.020*** 
(30.96) 

    0.020*** 
(30.91) 

    0.001*** 
(6.71) 

    0.001*** 
(6.76) 

I Seeking Alpha        0.014*** 
(15.59) 

     0.011*** 
(12.99) 

  0.000 
(1.13) 

0.000 
(0.84) 

I Dow Jones Newswires    0.023*** 
(20.71) 

    0.024*** 
(22.08) 

   0.023*** 
(20.61) 

    0.001*** 
(14.48) 

    0.001*** 
(15.01) 

   0.001*** 
(14.51) 

        
# Obs. 11,693,615  11,693,615 11,693,615  12,044,943  12,044,943  12,044,943  

Adj. R2 0.001 0.001 0.001  0.002 0.001 0.002 

 


