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ML based asset pricing model using alternative data
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Here is a refined and polished version of your paragraph:

In finance theory, the value of a firm is defined by the discounted present value of the expected
cash flows it generates, evaluated at a discount rate that reflects the business®s inherent
uncertainties. Both expected cash flows and the discount rate encapsulate the expectations and
concerns of investors, which may be influenced by diverse types of information. This research
project aims to quantitatively elucidate the impact of non-financial information on elements of
corporate valuation. Specifically, the study quantifies the information embedded in financial market

images, particularly chart images, and textual data, notably the neutral analysts®™ commentary on
corporate quarterly earnings as reported in the SHIKIHO (Japan Corporate Handbook). To accomplish
this, we employed a toolkit from the discipline of machine learning.
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Confidence N Excess Return BHAR N Excess Return BHAR
Panel B Stock Performace One Month Post-Shikiho Performance
All 159,771 0.131 0.102 ** 67,562 -0.022 -0.050
Above Median 34417 0.181 0.153 ** 22390 -0.023 -0.051
Median 69,551 0.142 0.114 ** 33,860 -0.013 -0.041
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