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Abstract Data Mass Shootings Across U.S. States

Retail Investors Rationality

I analyze the role of sentiment in aggregate retail in-
vestors’ trading activity. Using mass shootings in the
U.S. as exogenous, non-economic, and negative shocks to
investor sentiment, I find that retail investors on average
net sell stocks of firms headquartered in the states where
mass shootings took place in the previous week (“local”
stocks). Consistent with lower sentiment-driven trading;
the retail net divestment from local stocks increases in the

e Sample period: 2013-2021

e Daily retail and institutional trading activity: BJZZ
(2021) algorithm on sub-penny price improvement in

orders from TAQ)

e Mass shootings: Gun Violence Archive (GVA). > 3000
shootings in which at least 4 people were injured or

e No significant changes in local stock returns or local

firms’ operating performances after mass shootings =

retail investors are not rational
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e Conventional wisdom: retail investors are “noise
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traders” who are subject to sentiment, whereas

Shooting-level Heterogeneity

Baseline Results

institutional investors are sophisticated and rational

Institutional Trading

e Most studies only focus on asset return implications of
sentiment changes, not the actual trading behaviors

e Net retail divestment increases following more severe
and tragic mass shootings
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e Google SVI suggests people pay close attention to

mass shootings o . . .
e Institutional investors exhibit no reactions to the same

set of mass shootings
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