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THIS PAPER

» Research Question: how does retail investor attention affect investment performance?

» Data: rich account-level data from Alipay, where investor attention is measured by
time spent on platform pages

» Key Findings:

* higher attention predicts lower future returns for the investor

® high-attention investors tend to trade excessively and chase trends, reflecting
extrapolative beliefs

* the negative impact of high attention is more pronounced for younger investors

» The findings are especially relevant in today’s Fintech-driven markets, where easy
access and constant news can amplify these attention biases



COMMENT #1: “NAIVE” ATTENTION

» The authors describe this phenomenon as naive attention, attributing it primarily to
younger or less experienced investors.

» These investors tend to focus on easily noticeable or trending information, potentially
making decisions without thorough analysis.

» While the idea of naive attention is intuitive, it could be better grounded in recent
behavioral theory developments to strengthen the theoretical basis of the argument
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COMMENT #1: “NAIVE” ATTENTION

Thinking about the Economy, Deep or Shallow?*

Pierfrancesco Mei® Lingxuan Wut
Job Market Paper
November 21, 2024

Click here for latest version

Abstract

We propose a theory of shallow thinking to capture people’s limited understanding
of the long causal chains involved in shock propagation. We cast general equilibrium as
a system of causal relations in a directed cyclic graph. Estimation from our qualitative
survey suggests that, on average, people think about only 2.6 steps of propagation,
overlooking much of the graph and significantly deviating from rational expectations.
Our theory implies that longer causal chains have diminishing influence on beliefs.
Applying shallow thinking to a New Keynesian model with active monetary policy
reconciles several puzzles about long-term interest rates and inflation: (i) long-term
interest rates underreact to cost-push shocks but overreact to monetary policy shocks;
(ii) inflation expectations negatively predict bond excess returns; (iii) news about
future cost-push shocks triggers inflation; and (iv) more persistent cost-push shocks
lead to higher inflation. Notably, (iii) and (iv) contradict the predictions of rational
expectations. In a real business cycle model, relative to rational expectations, shallow
thinking amplifies and prolongs output fluctuations from productivity shocks and
predicts negative future stock excess returns.

> Recency effect: tendency to remember the most recently presented information best
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COMMENT #2: INHERENT TRAIT OR PLATFORM DESIGN?

> At present, the policy implications remain limited: what actionable insights can be
drawn?

* for instance, should platforms actively limit or reshape attention stimuli to
improve long-term investor welfare and market efficiency?

» Central Question: does the pattern reflect an intrinsic trait of the investor, or the
outcome of platform-driven influences?



COMMENT #2: INHERENT TRAIT OR PLATFORM DESIGN?

» This paper: inherent trait of the investor
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* richer proxies for financial literacy beyond age and investment amount (e.g.,
portfolio diversification measures, historical performance consistency)

3/7



COMMENT #2: INHERENT TRAIT OR PLATFORM DESIGN?

» Alternatively: outcome of platform design

® could be amplified by interface choices, push notifications, gamification, or
algorithmic recommendations that prioritize engagement over performance
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COMMENT #2: INHERENT TRAIT OR PLATFORM DESIGN?

» Suggestion: further data collection could help disentangle these channels:

® supplement with survey-based measures of financial literacy, risk preferences, and
attention triggers

® consider platform-level design changes as quasi-experiments to identify causal
effects



COMMENT #3: ATTENTION IS NAIVE OR CHINA IS SPECIAL

» This paper: investor attention can act as a double-edged sword, with the Chinese
market providing the empirical setting

» Alternative view: while investor attention may still trigger trend-chasing behavior, the
profitability of such strategies depends critically on market structure and the
composition of market participants



COMMENT #3: ATTENTION IS NAIVE OR CHINA IS SPECIAL

» In developed markets, momentum is one of the most robust return anomalies

» However, a large literature finds that standard momentum strategies generate weak,
insignificant, or even negative returns in China (e.g., Cheema & Nartea, 2017; Gao et
al., 2024)

» Possible explanations include retail-dominated & speculative market, cultural &
institutional factors, and so on

» Suggestion: see whether the results differ when using higher-frequency daily data



COMMENT #4: DATASET AND SAMPLE PERIOD

» The dataset covers 58,000 users between August 2020 and December 2021.

» This sample size and period appear unusual: Ant Group’s monthly data access
typically allows for around 100,000 individuals over a four-year span

» It would be useful to assess whether the main conclusions are sensitive to the chosen
sample period
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> Suggestion: consider exploring heterogeneity in the results by fund type (e.g., equity,

bond, mixed), risk level, and market regime (bull vs. bear periods)



MINOR COMMENTS

>

>

Generalizability: sample primarily includes young and relatively inexperienced
investors, as more mature investors may prefer alternative applications

Channel importance: it remains unclear which channel—excessive trading or
trend-chasing—plays the larger role; joint regressions and decomposition analysis
could help quantify their relative contributions

Causality: causal interpretation is currently weak and would benefit from stronger
identification strategies

Typographical and citation issues:
* first citation in the paper is “Hong, Lu, and Pan (2023b)”; verify ordering and
labeling
® some cited papers are missing from the reference list, e.g., Huang et al. (2022)
® certain citations are incomplete, e.g., “Brad M. Barber” without full details

Additional concerns:
® inclusion of month fixed effects appears to significantly influence the estimated
economic magnitudes; more clarification is needed
® analysis only retains observations where investors” monthly net fund purchases
are positive (purchases exceed redemptions); discuss possible selection effects
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SUMMARY

» An excellent and engaging paper!

» Clear contributions:

® novel and rich account-level dataset

* well-explained mechanism linking investor attention, extrapolative beliefs, and
performance

® strong empirical execution and thoughtful robustness checks

» Better if more insightful policy relevance, especially for understanding retail investor
behavior in digital finance

» Well done, and best of luck with publication!



