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Sentiment Indexes to Help Predict Financial and Real Estate Markets: Theory and
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This research aims to quantify “ sentiment” that invisibly reflects the
psychology of economic agents and the atmosphere of economic and business activities. More
specifically, by employing recent advances in the literature of natural language processing, we
guantify the sentiment along a one-dimensional semantic axis, from negative to positive feelings. We

repeat such a procedure every day to develop several types of “ sentiment indexes” that might
reflect the Japanese economy. We finally create thirty-four years’ worth daily sentiment indexes
from the Nikkei articles. We then conduct an empirical analysis to show how persistently and
robustly sentiment indexes can help predict Japanese stock prices as well as real estate prices
including J-REITs, house prices and rents.
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