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"Meme": The power of public in stock market investments
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Nowadays, access to stock markets has become increasingly easy for small investors, but they are not able to make sophisticated fundamental analyses, and therefor more influenced by the hype of individual stocks, information from social media, forums and the internet when making investment decisions. It is therefore worth examining the movements of small investors in the recent equity boom, and our main research question is whether we can identify the connection between stocks and investment decisions, and how this is reflected in the dynamics of equity markets. The study examined 50 meme stocks over the past 5 years, with the main hypothesis being that the stocks with the most meme characteristics will experience a quantifiable increase in the proportion of small investors in the ownership structure during the boom periods. The study attempted to prove this hypothesis with a concentrated model focusing on the run-up, peak and trough periods for each stock, using T-statistics, but found no significant movement in the ownership ratios. The research suggested that the non-significant results were due to skewed data, so it used robust statistical principles to narrow the previous model down to 36 stocks. The robust model found a significant relationship between meme ratings and market turnover data and changes, but still failed to show such a relationship for investor ownership ratios, while using Google search data to show that there is a strong correlation between searches for shares and the formation of meme market bubbles. For all these reasons, the study could not adequately prove its main research question, there is an increase in the share ownership of small investors during the boom periods, therefore that the power of public opinion is reflected in the purchases themselves. In any case, the main problem is that, a good quality data on small investor ownership are not available, so only inverse estimates of large investor ownership can be used to approach the question, which may well be an inadequate representation of the market dynamics caused by meme shares.



