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A Study about the Correlation between Information
on Stock Message Boards and Stock Market Activity*

Hyun Mo Kim*, Ho Young Yoon**, Ry Soh***, Jae Hong Park****

Individual investors are increasingly flocking to message boards to seek, clarify, and exchange information.
Businesses like Seekingalpha.com and business magazines like Fortune are evaluating, synthesizing, and reporting
the comments made on message boards or blogs. In March of 2012, Yohoo! Finance Message Boards recorded
45 milion unique Vvisitors per month followed by AOL Money and Finance (19.8 million), and Google Finance
(1.6 milion) (Mclintyre, 2012).

Previous studies in the finance literature suggest that online communities often provide more accurate
information than analyst forecasts (Bagnoli ef al., 1999; Clarkson et al, 2006). Some studies empirically show
that the volume of posts in online communities have a positive relationship with market activities (e.g., frading
volumes) (Antweiler and Frank, 2004; Bagnoli ef al, 1999; Das and Chen, 2007; Tumarkin and Whitelow, 2001).
The findings indicate that information in online communities does impact investors” investment decisions and
frading behaviors. However, research explicating the correlation between information on online communities
and sfock market activities (e.g., frading volume) is still evolving. Thus, it is important to ask whether a volume
of posts on online communities influences trading volumes and whether trading volumes also influence these
communities.

Online stfock message boards offer two different types of information, which can be explained using an
economic and a psychological perspective. From a purely economic perspective, one would expect that
stock message boards would have a beneficial effect, since they provide timely information at a much
lower cost (Bagnoli ef al, 1999; Clarkson et al., 2006; Birchler and Butler, 2007). This indicates that information
in stock message boards may provide valuable information investors can use to predict stock market activities
and thus may use to make better investment decisions. On the other hand, psychological studies have shown
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that stock message boards may not necessarily make investors more informed. The related literature argues
that confirmation bios causes investors to seek other investors with the same opinions on these stock message
boards (Chen and Gu, 2009; Park et al, 2013). For example, investors may want to share their painful investment
experiences with others on stfock message boards and are relieved to find they are not alone. In this case,
the information on these stock message boards mainly reflects past experience or past information and not
valuable and predictable information for market acfivities.

This study thus investigates the two roles of stock message boards - providing valuable information to make
future investment decisions or sharing past experiences that reflect mainly investors” painful or boastful stories.
If stock message boards do provide valuable information for stock investment decisions, then investors will
use this information and thereby influence stock market activities (e.g.. frading volume). On the contrary,
if investors made investment decisions and visit stock message boards later, they will mainly share their past
experiences with others. In this case, past activities in the stock market wil influence the stock message
boards. These arguments indicate that there is a correlation between information posted on stock message
boards and stock market activities.

The previous literature has examined the impact of stock sentiments or the number of posts on stock
market activities (e.g., frading volume, volatility, stock prices). However, the studies related to stock sentiments
found it difficult fo obtain significant results. It is not easy to identify useful information among the millions
of posts, many of which can be just noise. As a result, the overall sentiments of stock message boards often
cany little information for future stfock movements (Das and Chen, 2001; Antweiler and Frank, 2004). This
study notes that as a dependent variable, trading volume is more reliable for capturing the effect of stock
message board activities. The finance literature argues that trading volume is an indicator of stock price
movements (Das et al, 2005; Das and Chen, 2007).

In this regard, this study investigates the correlation between a number of posts (information on stock
message boards) and trading volume (stock market activity). We collected about 100,000 messages of 40
companies at KOSPI (Korea Composite Stock Price Index) from Paxnet, the most popular Korean online stock
message board. The messages we collected were divided info in-frading and affer-rading hours to examine
the correlation between the numbers of posts and tfrading volumes in detail. Also we collected the volume
of the sfock of the 40 companies. The vector regression analysis and the granger causality test, 3SLS analysis
were performed on our panel data sefs. We found that the number of posts on online stock message boards
is positively related to prior stock trade volume. Also, we found that the impact of the number of posts
on sfock trading volumes is not stafistically significant. Also, we empirically showed the correlation between
stock tfrading volumes and the number of posts on stock message boards. The results of this study confribute
to the IS and finance literature in that we identified online stock message board’s two roles. Also, this study
suggests that sfock trading managers should carefully monitor information on stock message boards to understand
stock market activities in advance.

Keywords : Stock Message Board Role, Stock Trading Volume, Investment Decisions, Social Community,
Vector Autoregression, Granger Causality Test
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