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Market Sentiment, Debt Financing and the Over-investment of Real Estate Listed Companies

CHEN Wengiang', LU Jiawei’
(1. School of Accounting, Zhejiang University of Finance & Economics, Hangzhou 310018, China;
2. School of Management, Zhejiang University, Hangzhou 310058, China)

Abstract: Using the micro data of Chinese A-share listed real estate companies from 2005 to 2017, this study takes mar-
ket sentiment, debt financing and over-investment of corporates into a unified analysis framework. Specifically, this study in-
vestigates the effect of market sentiment on over-investment of real estate companies and the mediating effect of debt financing.
The results show that: the market sentiment is positively correlated with over-investment, and the soaring market sentiment ag-
gravates the over-investment of real estate enterprises. With the upsurge of market sentiment, the debt financing scale of enter-
prises significantly increased. Debt financing plays an mediating role between the market sentiment and the over-investment of
real estate enterprises, that is, the market sentiment intensifies the over-investment of real estate enterprises by increasing the
debt financing scale of real estate enterprises. This paper enriches the research of behavioral finance theory in the field of cor-
porate investment, and has important practical implications for the governance of overheating in real estate market and over-in-
vestment in real estate enterprises.
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