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Abstract

I develop investment portfolios based on news sentiment analysis, combining large language
models with logistic regression. Instead of binary sentiment analysis, the analysis is done on 28
detailed emotions defined in the GoEmotions dataset. I train 28 separate logistic regression
models, each focusing on one of the 28 emotions, on top of the embeddings of GoEmotions
dataset from state-of-the-art large language models. Then, I conduct transfer learning to adapt the
trained model to news data for sentiment analysis. I construct long-short investment portfolios
based on these emotion scores. Using the correlation between emotion scores and the three-day
stock return as weights will significantly improve the Sharpe ratio of portfolios.
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