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Abstract 

This article investigates the news coverage of the PSI20 index’s companies, when they 

registered extreme abnormal returns during a nine years’ period. It looks for evidence on 

whether listed companies manage information before or after the occurrence of extreme 

returns. We found divergences between the news coverage performed in situations of 

abnormal positive returns and in opposite situations, which seem to result from actions 

promoted by these companies deliberately. In particular, calls to the first page of the 

newspapers are more prevalent for positive events, which indicates that companies, in 

advance, promote information by communicating it to the media. In addition, before the 

event, companies are proportionally more cited as a source of the news for positive events. 

This indicates that companies seek to capitalize the positive impact of the favourable 

situation they subsequently disclose to the market. In the period after the occurrence of 

extreme abnormal returns, companies are more often a source of the news for negative 

events, seeking to mitigate the impact of the relevant fact. Concerning the provision of 

interviews and the publication of advertisements, there’s no evidence that the company’s 

behaviour is distinct depending on the sign of the verified abnormal return. 

Keywords: Extreme Abnormal Return; News Coverage; Information Management. 
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Introduction 

 

In the financial markets information is essential. This applies to financial information, that firms 

report to fulfil the market rules, and to other pieces of information. Effectively, investors value 

more and more voluntary disclosure along with compulsory disclosure. This communication is 

understood as to be voluntarily disclosed by companies because of its image, its investors and 

to prevent accusations (Tian and Chen, 2009). In this context, Ahern and Sosyura (2014) 

introduce the expression active media management to define situations in which companies 

play an active role in the creation and dissemination of information, striving that the published 

news has a positive influence on stock prices in certain events. 

 

In turn, mass media, as information intermediaries and senders of new information, play an 

important role in the dissemination of information to a wide audience and in the reduction of 

the information asymmetry between different players in capital markets. For this reason, it is 

expectable that mass media affect the activity of this market (Fang and Peress, 2009), smooth 

price movements and accelerate the incorporation of information on prices (Healy and Palepu, 

2001; Chen et al., 2010; Aman, 2013). However, it is not clear yet how published financial 

news induce, amplify or reflect the investors’ interpretations about the stock market 

performance (Tetlock, 2007). Moreover, it is also not clear how press news contribute to price 

movements, especially in sharp rises or falls (Aman, 2013). In particular, the literature has still 

no answer about the behaviour of companies in situations of extreme returns, whether positive 

or negative. 

 

This article aims at contributing to the elimination of this gap. Its mater investigation question 

is: Is there evidence that listed companies manage information before or after the occurrence 

of extreme returns, whether positive or negative? Accordingly, we define two main objectives. 

Firstly, we seek to analyse which the media coverage is done by mass media before, during and 

after the occurrence of a period of extreme returns. Secondly, we aim at verifying if there is 

evidence that published news could be promoted by companies with the intention of minimize 

the negative impact in case of a sharp fall of prices and to capitalize the positive facts in case 

of a sharp rise of prices. 
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In terms of methodology, this works is inspired by a methodology known as event study 

(MacKinlay, 1997; Kothari and Warner, 2004). We will select a set of days that record abnormal 

returns (sharp rises and sharp falls). In the second part of the work, based on these events, we 

will make a field work that includes a content analysis (Bardin, 1979; Bos and Tarnai, 1999; 

Krippendorff, 2004; Macnamara, 2005). In the end, based on data collected for the Portuguese 

market, we will make an econometric analysis. 

 

In terms of data, the sample of this study is constituted by companies that integrate the PSI-20 

index permanently between the January 1, 2004 and December, 31 2013. For each company, 

we detected abnormal returns (positive and negative), getting a total of 430 situations of 

abnormal returns (218 positive and 212 negative), which we will call thereafter “events”. For 

each event we consulted the Information Disclosure System, available on the website of the 

Portuguese Securities Market Commission. We analysed this system to verify if companies 

disclose information. After that, for each event, during an event window constituted by seven 

days, we analysed two Portuguese economic papers – Diário Económico and Jornal de 

Negócios – to check the news coverage. 

 

In general, we found that news coverage is different between positive events and negative 

events. This research also showed that companies seem to be proactive in its communication 

management. 

 

In terms of structure, this work is divided into four parts. The first point is dedicated to the 

Literature Review. The second one is focused on the Study Methodology. The third point 

integrates the Empirical Study. In the last point we share the main Conclusions. 
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1. Literature Review 

 

1.1 Importance of the Voluntary Information Disclosure 

 

According to Gibbins et al. (1990, p. 122), financial disclosure is defined as “…any deliberate 

release of financial information, whether numerical or qualitative, required or voluntary, or 

via formal or informal channels”. For being such a relevant matter, there are important 

regulations governing corporate reporting in developed countries in general (Healy and Palepu, 

2001). Therefore, financial reports and its disclosure are important resources for companies to 

communicate to external investors their performance and management options (idem, ibidem). 

In turn, investors can better analyse the true value of the companies (Chen et al., 2010). 

 

There also are several external sources that provide information about companies to investors 

(known as information intermediaries), such as: financial analysts (Healy and Palepu, 2001), 

trade association publications, reports issued by brokerage houses (Chen et al., 2010) and mass 

media, particularly the press (Healy and Palepu, 2001; Chen et al., 2010). Consequently, they 

can influence investors’ decisions (Chen et al., 2010; Hagenau et al., 2013) as well as make 

that companies’ events are more predictable, else equal (Kothari and Warner, 2004). 

 

In addition to the mandatory information, there is increasing reliance on voluntary disclosure, 

understood as a communication that is self-directed by companies because of their image, 

investors and to prevent accusations (Tian and Chen, 2009). This communication allows not 

only to deepen mandatory information, but also to expand the information. Therefore, it 

contributes to the improvement of credibility, systematicity and diversity of communications 

(idem, ibidem). 

 

In this way, the disclosure of corporate financial information can be divided between mandatory 

information (required by regular authorities) and additional information (voluntarily disclosed) 

that is motivated by economic considerations of cost-benefit (Ettredge et al., 2002). Alves and 

Santos (2008) provide evidence that investors give importance to both financial information 

voluntarily disclosed by issuing entities and information whose disclosure is imposed by the 

authorities. 
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Capital market research unveils that corporate decisions to make voluntary communications are 

primarily concerned with capital market operations, corporate control disputes, share returns, 

shareholder legal issues and ownership costs (Healy and Palepu, 2001). Among the main 

objectives of this type of communication we highlight the presentation and clarification of the 

company's potential to investors, the flow of the capital market, the guarantee of more efficient 

allocation of capital, the reduction of capital costs, the more positive communication with 

investors so as to improve mandatory information (Tian and Chen, 2009). Press conferences, 

analyst presentations, management forecasts, web pages and other corporate reports are 

resources used by organizations to disseminate information on a voluntary basis (Healy and 

Palepu, 2001). 

 

In this context, the use of the Internet has allowed companies to communicate to a wider 

audience, such as clients, suppliers and investors (Ettredge et al., 2002). In this study, which 

deals with the type of communication on the websites of companies, the authors verify that the 

extent of disclosure on sites is positively related to the size of the company. 

 

Also, the creation of areas for journalists within institutional websites has been one of the 

resources used by companies (Pettigrew and Reber, 2011). In this study, journalists indicate 

they use corporate institutional pages. However, they also show a certain level of mistrust in 

relation to the information conveyed, so they usually cross it with official documents and also 

establish contact by traditional means, such as telephone and e- mail. 

 

To sum up, voluntary information helps to mitigate potential asymmetry of information 

between managers and investors (Price et al., 2012), although many companies do not have 

formal practices to manage voluntary disclosure (Guillamón-Saorín and Sousa, 2013). For this 

reason, literature has been raising the question whether the promotion of news (this is, 

promotion of positive content about the company) affects news coverage, investors’ 

expectations and stock prices (Solomon, 2012). 
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1.2 Information Disclosure Management 

 

Because the level of disclosure of voluntary information by a company is determined by its 

costs and benefits, the company’s board decides not only the nature and content of the 

messages, but also the opportunity and timing most appropriate for its diffusion (Guillamón-

Saorín and Sousa, 2013). In this context, the concept of information management emerges, 

defined as the effective management of an organization's internal and external information 

resources, in which the importance of information technology is highlighted (Wilson, 1989). 

Ahern and Sosyura (2014) introduce the term active media management, which means 

companies are an active part in creating and disseminating information to the media so that the 

news influence favourably the prices of their stocks in certain situations. 

 

The mediation between companies and journalists is often carried out by public relations 

professionals (Pettigrew and Reber, 2011). In this connection, it is important to highlight the 

impact that entities specialized in communicating with investors, shareholders and the media 

(Investor Relation Firms) may cause in terms of news coverage (Solomon, 2012). 

 

Citing a 2008 report from the International Accounting Standards Board, Guillamón-Saorín 

and Sousa (2013) refer that timely financial information can positively affect the relevance and 

authenticity of its content. Therefore, the sense of communication opportunity should be 

optimized as much as possible. 

 

Analysing the impact of choosing certain moments for earnings announcements, it was found 

evidence that managers choose periods of less attention to disclose bad news and select 

moments of high attention to announce good news (deHaan et al., 2015). Concerning the 

selection of Friday to make announcements, deHaan et al. (2015) did not find that attention was 

lower than that provided from Monday to Thursday. However, they found evidence that when 

the earnings release is scheduled for a Friday, the abnormal returns recorded are significantly 

negative. As for the unexpected gains, the authors found that they are mostly lower when 

companies communicate them after the market close, on Fridays and on busier days (idem, 

ibidem). 
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Also, Fang and Peress (2009) indicate that companies not covered by analysts can achieve 

notoriety through the media and public relations actions which, in turn, unveil to be 

advantageous in terms of attracting investor attention and reducing the cost of capital. There 

are other categories that companies try to manage before disclosing information, namely the 

information package; the content; redundancy and ex ante and ex post interpretation (Gibbins 

et al., 1990). 

 

By the exposed, the Chief Executive Officers of the companies have incentives to maximize 

the dissemination of good news and to limit bad ones, not only to defend and project their 

careers, but also to protect from criticism of other stakeholders (deHaan et al., 2015). Miller 

and Skinner (2015) indicate that managers reflect a lot on how to disclose information, because 

they consider that these decisions have valued implications. 

 

It is important to highlight the role played by advertisements that try to arouse interest for a 

particular product or service or to influence people's understanding of a certain subject (Simon 

and Dejica-Cartis, 2015). In particular, in capital markets the literature points to the propensity 

of investors to prefer securities of well-known and branded companies, which affects, therefore, 

the valuation and liquidity of corporate bonds (Liao, Sung and Yu, 2016). Thus, promoting the 

image of the company through advertising can create a positive image for the investor who, in 

turn, makes their investment decisions based on the degree of familiarity they have with the 

companies (idem, ibidem). 

 

To sum up, there is evidence that companies manage the disclosure of information, which 

means they promote active media management (Ahern and Sosyura, 2014). They also develop 

strategies of information disclosure related to what to transmit and when to transmit attract the 

attention of managers (Miller and Skinner, 2015). In this context, it is important to refer that 

there are new tendencies concerning information dissemination that can be more prevalent, like 

social media1. Therefore, it is expectable that new questions related to information management 

disclosure may be raised (idem, ibidem).  

                                                             
1 Social media are defined as Internet applications based in technical and methodological terms in Web 2.0 that 

allow the creation and change of user generated content (Kaplan and Haenlein, 2010). 
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1.3 The Media and Stock Prices 

 

The effectiveness of the role of media as information intermediaries and issuers of new 

information, in particular the press, raises different opinions (Miller, 2006). However, they play 

an important role in the dissemination of information to a wide audience, especially to 

individual investors (Fang and Peress, 2009), and in the reduction of information asymmetry 

among the different participants in the capital market (Bushee et al., 2010). Thus it is expectable 

that they affect the activity of this market (Fang and Peress, 2009), soften price movements and 

accelerate the incorporation of information into prices (Healy and Palepu, 2001; Chen et al., 

2010; Aman, 2013). Sometimes the news publish information about companies’ profits before 

they are officially announced, so that investors can incorporate it in the determination of the 

stock prices. Thus, the relation between profitability and gains can be better modelled (Chen et 

al., 2010). 

 

The authors Carretta et al. (2011) go further and find that news play a relevant role in shaping 

investors’ expectations about the future value of companies. In this context, it is worth 

mentioning the article written by Huberman and Regev (2001) that reports that, although a news 

was published a few months ago in a scientific journal and in a popular newspaper, when it was 

published prominently in New York Times, it aroused a great public interest. This fact provoked 

a shock not only in the rise in the prices of the company's securities in focus, but also in those 

operating in similar activities. 

 

In relation to the likelihood of companies being targeted for news, Fang and Peress (2009) find 

that is positively related to their size, the value of their shares and the concentration of their 

ownership. Concerning the possibility of companies having an abnormal media coverage, 

Bushee et al. (2010) find that in press it is usually greater for large organizations, with many 

employees, which have a high growth and are followed by analysts, thus answering to the 

consumers’ needs of information. However, the decisions of publication in this medium are 

limited, since there are several factors that influence the editorial criteria, like the value of 

advertising revenue and the attractiveness to the reader (idem, ibidem). There are also 

constraints in terms of space that can equally compromise the publication of a certain article 

(Soltes, 2010). 
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Although extensive research has being done about this subject, the financial literature still 

identifies gaps on how information in the media contribute to price movements, especially in 

case of high rises and/ or high falls (Aman, 2013). 

 

Among the studies carried out on this subject, we highlight Chan (2003), Tetlock (2007), Fang 

and Peress (2009), Aman (2013), Bushee et al. (2010) and Vega (2006). Despite exploring 

different issues and analysing diverse contexts both temporally and spatially, there is a 

relationship between the news activity and stock price movements, which is directly associated 

with investors' behaviour (Bushee et al., 2010; Carretta et al., 2011). 

 

Comparing stocks that are followed by public news with stocks that have no media coverage, 

Chan (2003) finds that the former express momentum, that is, they tend to follow the same price 

movement for a long time, as also confirmed Vega (2006). Conversely, stocks that are not 

followed by public news on the date of the event tend to revert the price movement in the 

subsequent month (Chan, 2003). 

 

When studying the interactions between the media and the daily activity of the stock market, 

Tetlock (2007) finds evidence that the content of the news can predict movements in broad 

indicators of the activity of this market. A high level of pessimism conveyed by the news 

anticipates a downward pressure on market prices, followed by a reversal of its core values. In 

addition, high or low unusual pessimism in the news predicts a high volume of trading in the 

market. Low market returns provoke high media pessimism. News content measures serve as a 

proxy for investor sentiment; on the other hand, these measures reveal that news content does 

not contain new information about the core values of the assets. 

 

Fang and Peress (2009) find that stocks that are not covered by the media achieve higher future 

returns than those with high coverage, especially among stocks with low coverage by analysts, 

which are mainly owned by individual investors and with high idiosyncratic volatility 2. Thus, 

                                                             
2 Idiosyncratic volatility is a variable that refers to the natural logarithm of the residual return of a stock based on 

the three-factor model of Fama and French (1993) considering daily data (Fang and Peress, 2009). 
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since the return premium for stocks with journalistic coverage is economically significant, the 

authors conclude that the extent of disclosure of information affects stock returns. 

 

When studying the Japanese media coverage that is very extensive and trying to determine its 

role in the timely provision of information to the markets, Aman (2013) finds that there is a 

relation between the decline of stock prices and an intense and concentrated news coverage. On 

the contrary, pronounced rises are not induced by good news, although they may be positively 

affected by media coverage. The author also points out that if journalism prevents the retention 

of negative information by managers through their disclosure, which consequently makes it a 

public domain, price revisions will be more frequent and less drastic. 

 

Bushee et al. (2010) focused on earnings announcement events. They found evidence that 

increased press coverage during these times is associated with reductions in bid-ask spreads 

and improvements in terms of market depth. In addition, they emphasize that the widespread 

dissemination of information by the press has more impact on reducing information asymmetry 

than the quantity or quality of the information and that an abnormal press coverage is associated 

with an increase in the number of small businesses and block transactions. 

 

Carretta et al. (2011) find that, after an event is made public, the behaviour of investors is 

influenced not only by the content of the news (positive or negative), but also by the tone of the 

communication (strong or weak). 

 

Another study that deserves to be highlighted is the research carried out by Vega (2006). 

Looking at the effect of information (public and private) on the phenomenon Post Earning 

Announcement Drift, Vega finds evidence that the more information that investors have about 

the true value of a security based on negotiation decisions, whether public or private, the lower 

the variation in the abnormal return. In this context, Post Earning Announcement Drift is also 

smaller for large companies, as they tend to be more transparent than small companies. 

 

Also Ahern and Sosysura (2014) affirm that financial media are fundamental in modelling the 

relation between information and stock prices, because they are the main channel for the 

dissemination of information to investors. 



10 

 

Given that news coverage contributes to the reduction of information asymmetry among 

investors, the economic press is potentially the information intermediary, understood as an 

agent that provides new and useful information to other parties, which is able to reach more 

market players, such as sophisticated and non-sophisticated investors, managers and regulators. 

However, it is only important if it provides additional information to what is disclosed by 

companies or analysts (Bushee et al., 2010). Previously, there was evidence that the economic 

press tends to produce more articles and original analyses than the local and general media, 

which in turn focus on information retransmission (Miller, 2006). 

 

Among the initiatives of a company that are likely to constitute news, supposedly the official 

earnings announcements constitutes the event in which the role of media intermediary most 

stands out (Aman, 2013). In these situations, Bushee et al. (2010) indicate that the economic 

press plays a multiple informational role, as it facilitates the dissemination of excerpts or 

highlights key parts of the reports; discloses when certain initiatives will be carried out, like 

television communications; gathers information from various sources, like analysts' forecast 

information and price information; creates information through the dissemination of managers’ 

and analysts’ opinions, for example. This plurality of functions denotes the potential of the 

press to increase the flow of information in the market and, once again, to reduce the level of 

information asymmetry among investors (idem, ibidem). 

 

Regarding investors, sophisticated agents, also known as institutional investors, commit 

themselves to major abnormalities by buying and selling assets when there are specific positive 

and negative announcements about companies. In turn, individual investors only tend to trade 

in a scenario of high abnormality in the face of good news and are also affected by the visibility 

(longer length) of the news. Again, earnings announcement is the most important topic to 

increase trading, although dividend reporting and capital budgeting news are also relevant 

(Nofsinger, 2001). 

 

To sum up, despite all the research that has being done, it is not yet clear to what extent the 

financial news induce, amplify and reflect investors’ interpretations of stock market 

performance (Tetlock, 2007). However, the literature indicates that investors use the media to 
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help process information and decide which stories are of economic relevance (Solomon, 2012) 

and that press can be strategically used by companies to achieve their own interests (Ahern and 

Sosysura, 2014). 
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2. Study Methodology 

 

In terms of methodology this work is divided into three parts. 

 

In the first part, we will use a process inspired by the methodology known as event study 

(MacKinlay, 1997; Kothari and Warner, 2004) to select the sample of the present investigation. 

This means the days of study of a set of companies that, by its turn, mean the days in which 

there were superior or inferior extreme returns to the average abnormal profitability (positive 

events and negative events). 

 

In the second part, based on these events, we will make a field work, which includes the analysis 

of the relevant facts disclosed through the Information Disclosure System of the Portuguese 

Securities Market Commission and the analysis of two daily Portuguese newspapers in order to 

check the communications disclosed by companies and the event’s news coverage, respectively. 

In this context we will also make a content analysis (Bardin, 1979; Bos and Tarnai, 1999; 

Krippendorff, 2004; Macnamara, 2005). 

 

At last, we will make a regression analysis. 

 

(i) Events Identification 

 

Based in the information provided by the Portuguese Securities Market Commission, 

particularly in the Portuguese Monthly Capital Markets Benchmarks3, we selected companies 

that integrated permanently the PSI-20 index between January, 1 2004 and December, 31 2013, 

this is, a period of 120 months. In total there are 10 companies in this situation. The source of 

information of stocks and of PSI-20 Total Return’s value is Datastream. 

 

The estimation period integrated 120 days before the event, excluding the five days before the 

event day. After calculating the continuous profitability rate of the different stocks as well as 

of the PSI-20 Total Return, we could estimate, for each company, the Market Model. 

Concerning the Cumulative Abnormal Return (CAR), we considered windows of 5 days. 

                                                             
3 Available at www.cmvm.pt/cmvm/estatisticas/indicadores. 
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On the basis of the results obtained, we selected for each company the days of study, hereinafter 

referred to as «events» or «event days» in which there were abnormal positive returns («positive 

events») or negatives («negative events»), up to a maximum of 35 days in each case and for 

each company4, selected as follows: 

 

1) The abnormal return of the day5 has to be higher (positive events) to the upper limit 

or lower (negative events) to the lower limit of the confidence interval of the average 

daily abnormal return of the respective company with 99% level of confidence6; 

 

2) CAR for 5-days periods, including the event day, ending or beginning on that day, 

must be both higher (positive events) at the upper or both lower (negative events) to 

the lower limits of their respective confidence intervals, with 99% level of 

confidence, of the average CAR of the respective company7; 

 

3) Among the days that fulfilled the previous requirements up to 358 events were 

chosen for periods of 5 days periods starting on the day in question, with higher 

values (for positive cases), or with lower values (for negative cases). Therefore, a 

ranking of the CAR was made and the top days for the positive events and the lower 

CAR days for the negative events were chosen. 

 

In other words, the days of the most extreme CAR (positive or negative) were chosen as the 

days of the event, having a maximum limit of 35 of extreme positive and also a maximum limit 

of 35 of extreme negative per company. In addition, the respective daily abnormal return and 

                                                             
4 The introduction of a limit of 70 events per company was only for pragmatic reasons, guaranteeing the feasibility 

of the study in a timely manner. 

 
5 Calculated under the terms described in this point. 
 
6 In constructing the confidence intervals of the population average, we used the central limit theorem since neither 

we know the distribution nor the variance of the daily abnormal return variance. According to this theorem, as the 

sample size increases, the distribution of the sample average becomes close to the normal distribution and can be 

approximated by this. The dimension of our sample made this procedure possible, because for each company we 

have, in average, 2865 daily abnormal returns. 

 
7 The observation in the previous footnote is here applied with respective adaptations. 

 
8 Again, this limit was set to make the work feasible. 
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CAR for periods of 5 days including the event day, started or ended on that day, were with 99% 

level of confidence statistically different from their expectable value (that is, the average of 

population). 

 

The total number days of positive (negative) events is 218 (212), which corresponds to an 

average value of 21.8 (21.2) per company, being the minimum 16 and the maximum 35. 

 

(ii) News Identification 

 

In the two selected newspapers – Jornal de Negócios and Diário Económico – including the 

defined temporal window (7 days) for the events under research (430), that is, 3010 days, it was 

obtained a total of 2330 articles (1111 of Jornal de Negócios and 1219 of Diário Económico). 

This indicates that, on average, each event obtained (before, during or after the day of the event) 

a journalistic coverage of more than 5 articles. 

 

Table 1 presents the distribution of the news in the two newspapers by type of event. 

 

Table 1. Distribution of news by type of event 

 Number of news Percentage of Total News 

 Positive Events Negative Events Total Positive Events Negative Events 

Jornal de Negócios 581 530 1111 52.30% 47.70% 

Diário Económico 626 593 1219 51.35% 48.65% 

Total 1207 1123 2330   

Average – News/Event 5,54 5,30 5,42   

 

In absolute terms, both Diário Económico and Jornal de Negócios published more news in 

situations of positive events than in negative events, although the differences recorded were not 

significant in both newspapers (in total, 1207 news were published for the positive events and 

1123 for the negative events). Regarding the relevant facts disclosed by the companies through 

the Information Disclosure System of the Portuguese Securities Market Commission, a total of 

225 communications were disclosed in the period under analysis. 

 

(iii) Positive and Negative News Content 
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Applying the methodology of content analysis, we looked for news that could be considered 

positive and news that could be considered negative. Thus, it was created the binary variable 

Positive Content¸ which identifies articles with positive news about at least one of three 

components: (a) Positive results and their components; (b) Investments; (c) Dividends. The first 

– Positive results and their components – includes the news that deal with subjects that add 

value to the company, such as increased profits, increased billing, lower costs, lower interest 

rates, the conquest of new customers and penetration in new markets. The second subcategory 

– New Investments – includes the news that deal with issues related to investment and/ or the 

expansion of the company, such as merger situations (if the company is the buyer), creation of 

employment, the participation and/ or gain of tenders, the export of the activity, the 

improvement of the financing structure, like debt reduction. The third subcategory – Dividends 

– contemplates the news that deal with topics related to the announcement and the distribution 

of dividends. 

 

The binary variable Negative Content identifies news that may be considered negative for the 

company in three subcategories that contemplate the situations contrary to those previously 

stated, that is, Negative results and their components; Debts; No distribution of dividends. The 

first includes, for example, the news that cover situations of business losses, costs increase, 

interest rates increase and loss of customers and/ or markets. The second section includes the 

news that deal with issues related to situations unfavourable to the company, such as mergers 

(if the company is acquired), unemployment, loss of assets and tenders, and alteration of the 

structure financing (increase in debt and the need to raise capital). The third includes the news 

that deal with the non-distribution or reduction of dividends to be distributed by companies. 
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3. Empirical Study 

 

In order to find an answer to the question of investigation – Is there evidence that listed 

companies manage information before or after the occurrence of extreme returns, whether 

positive or negative? – two main objectives have been defined. 

 

Firstly, we try to measure which news coverage is made by the media before, during and after 

the occurrence of the event. Secondly, we want to check whether there is evidence that the 

published news may have been promoted by the company in order to minimize the negative 

impacts in case of a sharp decline in prices and to capitalize the positive facts in case of a sharp 

increase in prices. 

 

With the focus on these objectives, we will use a heterocedastic probit model, with robust 

errors, to understand if there is a relation between a binary dependent variable (for example, if 

there was a news or there was no news in a certain circumstance) and other variables associated 

with each event (independent variables). 

 

In Table 2 we describe the variables. Concerning the dependent variables, they are divided into 

simple variables (in the sense of measuring the effect on a single variable) and composite 

variables (in the sense of measuring the effect on two variables). In total, five simple variables 

were considered – EVENTP; NEWSAFT; NEWSAFTSC; NEWSAFTPC; ADVAFT; IDS – and 

two composite variables – EVENTPIDS; EVENTNIDS. Regarding the independent variables, 

the starting point was Fang and Peress (2009). Regressors related to the characteristics of the 

companies were used as they are likely considered to influence the probability of being 

published more journalistic works. 

 

Table 1. Description of the variables of the regressions 

Variable Description 

Panel I – Control independent variables 

LOGMC Logarithm of Market capitalization 

TR Turnover ratio (ratio between the quantity traded and the quantity admitted to trading) 

MTB Market-to-book (ratio between the market value and the book value of a company) 

CR1 Share of the largest shareholder (percentage of capital held by the largest shareholder) 
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PRF12M 
Profitability of the last 12 months (difference between the sale price and the share purchase 

price in the previous 12 months, plus, if applicable, the dividends earned) 

VOL12M Volatility of the last 12 months (standard deviation of the price in the previous 12 months) 

COMP Company (binary variable (dummy) identifiable of each of the 10 companies in study) 

YEAR 
Year (binary variable (dummy) identifiable of each year in study that, i.e., from 2004 till 

2013 

DWEEK 
Day of the week (binary variable (dummy) identifiable of each working day of the week, 

i.e., Monday to Friday)9 

Panel II – Specific independent variables 

EVENTP 
Positive Event (binary variable (dummy) that has a value of 1 if the event in question is 

positive, 0 otherwise) 

NEWSB 
News Before (binary variable (dummy) that has a value of 1 if a company’s news is published 

before the occurrence of the event (day -3, day -2 or day -1), 0 otherwise) 

NEWSBPC 

News Before with Positive Content (binary variable (dummy) that has a value of 1 if a 

company’s news with positive content is published before the occurrence of the event (day 

-3, day -2 or day -1), 0 otherwise) 

NEWSBNC 

News Before with Negative Content (binary variable (dummy) that has a value of 1 if a 

company’s news with negative content is published before the occurrence of the event (day 

-3, day -2 or day -1), 0 otherwise) 

NEWSBLD 

News Before with Long Dimension (binary variable (dummy) that has a value of 1 if it is 

published a news of the company with long dimension before the occurrence of the event 

(day -3, day -2 or day -1), 0 otherwise) 

NEWSBSC 

News Before with Company as a Source (binary variable (dummy) that has a value of 1 if a 

news about the company with reference to information provided by the company is 

published before the occurrence of the event (day -3, day -2 or day -1), 0 otherwise) 

NEWSBNSC 

News Before without Company as a Source (binary variable (dummy) that has a value of 1 

if a news about the company without reference to information provided by the company is 

published before the occurrence of the event (day -3, day -2 or day -1), 0 otherwise) 

FPAGB 

Front Page Before (binary variable (dummy) that has a value of 1 if there is a reference to 

the company on the front page of the newspapers before the occurrence of the event (day -

3, day -2 or day -1), 0 otherwise) 

IDS 

Information Disclosure System (binary variable (dummy) that that has a value of 1 if a 

relevant fact is disclosed by the company through the Information Disclosure System of the 

Portuguese Securities Market Commission, 0 otherwise) 

Panel III – Dependent variables 

                                                             
9 Weekends were not included in regression to avoid perfect linear combination, since in the analysed years there 

were periods in which the selected newspapers (Jornal de Negócios and Diário Económico) went to the newsstands 

at the weekend. 
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EVENTP 
Positive Event (binary variable (dummy) that has a value of 1 if the event in question is 

positive, 0 otherwise) 

EVENTPIDS 

Positive Event and Information Disclosure System (binary variable (dummy) that has a value 

of 1 if the event in question is positive and a relevant fact is disclosed by the company 

through the Information Disclosure System of the Portuguese Securities Market 

Commission, 0 otherwise) 

EVENTNIDS 

Negative Event and Information Disclosure System (binary variable (dummy) that has a 

value of 1 if the event in question is negative and a relevant fact is disclosed by the company 

through the Information Disclosure System of the Portuguese Securities Market 

Commission, 0 otherwise) 

NEWSAFT 
News After (binary variable (dummy) that has a value of 1 if a news about the company is 

published after the occurrence of the event (day +1, day +2 or day +3), 0 otherwise) 

NEWSAFTSC 

News After with Company as a Source (binary variable (dummy) that has a value of 1 if a 

news about the company news with reference to information provided by the company is 

published after the occurrence of the event (day +1, day +2 or day +3), 0 otherwise) 

NEWSAFTPC  

News After with Positive Content (binary variable (dummy) that has a value of 1 if a news 

about the company with positive content is published after the occurrence of the event (day 

+1, day +2 or day +3), 0 otherwise) 

IDS 

Information Disclosure System (binary variable (dummy) that that has a value of 1 if a 

relevant fact is disclosed by the company through the Information Disclosure System of the 

Portuguese Securities Market Commission, 0 otherwise) 
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3.1 Before the Occurrence of Extreme Returns 

 

(i) News publication and first page calls before positive extreme returns 

 

In Table 3 the first two regressions (Regression 1 and Regression 2) have in common the 

dependent variable (variable EVENTP) which is a binary variable (assumes the value 1 if the 

event in question is positive and 0 otherwise). Regarding the independent variables, both 

regressions focus on the effect of publication of news before the occurrence of the event on the 

type of event (variable NEWSB). In this circumstance, there is evidence that the publication of 

news before the occurrence of the event does not increase or decrease the likelihood that the 

subsequent event will be positive. 

 

Regressions 1 and 2 differ from each other because the first one also contemplates the effect 

that the disclosure of a relevant fact through the Information Disclosure System (that is, the 

official disclosure of a relevant fact) has on the likelihood of the subsequent event being positive 

(variable IDS). In this case, the dissemination of information through the Information 

Disclosure System reduces the likelihood of being at the presence of a positive fact, that is to 

say, it increases the likelihood of facing a negative event with a level of significance of 1% 

(Regression 1). 

 

The third regression presents the IDS variable as the dependent variable. There is evidence that, 

when news are published before the event, in the period of the event window the likelihood is 

higher, at a 5% level of significance, of being disclosed relevant facts through the Information 

Disclosure System (Regression 3). 
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Table 2. News and Front Pages before Extreme Positive Returns 

 

Observations: (i) The symbols ***, ** and * show the existence of statistical significance at 1%, 5% and 10%, respectively.  

 

If we combine both variables (being a positive event and diffusing a relevant fact – variable 

EVENTPIDS) we obtain the same conclusions as those reported on Regressions 1 and 2. That 

is, the publication of a news before the event has no effect on the likelihood that the event will 

be positive and there will be a relevant communication to the Portuguese Securities Market 

Commission at the same time, but the P-value in this case is 10.7% (Regression 4). 

 

Independent Variables Coefficient z Coefficient z Coefficient z

Constant 1.20 2.89 0.004 1.60 2.95 0.003 -13.14 -2.79 0.005

NEWSB 0.00 0.71 0.475 0.02 1.23 0.217 0.30 2.05 0.041 **

LOGMC -0.21 -2.6 0.009 *** -0.34 -3.08 0.002 *** 1.66 2.68 0.007 ***

TR 0.00 1.11 0.268 -0.02 -1.93 0.054 * 0.17 1.92 0.055 *

MTB 0.01 2.22 0.027 ** 0.01 2.42 0.015 ** 0.04 2.84 0.005 ***

CR1 0.00 -0.02 0.988 0.01 1.61 0.108 -0.03 -1.5 0.134

PRF12M 0.05 1.61 0.108 0.02 0.47 0.636 0.04 0.15 0.878

VOL12M 1.22 2.26 0.024 ** 2.19 2.64 0.008 *** 0.27 0.34 0.736

IDS -0.05 -2.65 0.008 ***

COMP

YEAR

DWEEK

Number of observations

Log pseudolikelihood

Wald Chi-Square

Independent Variables Coefficient z Coefficient z Coefficient z

Constant 1.54 3.01 0.003 -13.93 -2.82 0.005 -2.61 -3.87 0.000

FPAGB 0.03 1.62 0.105 0.47 1.97 0.049 ** 0.05 1.07 0.285

LOGMC -0.32 -3.18 0.001 *** 1.77 2.70 0.007 *** 0.21 3.30 0.001 ***

TR -0.02 -2.00 0.046 ** 0.18 1.91 0.057 * -0.11 -2.65 0.008 ***

MTB 0.01 2.50 0.012 ** 0.05 2.87 0.004 *** -0.00 -0.14 0.892

CR1 0.01 1.64 0.101 -0.03 -1.51 0.131 0.01 4.28 0.000 ***

PRF12M 0.02 0.45 0.652 0.03 0.12 0.901 0.05 2.21 0.027 **

VOL12M 2.12 2.75 0.006 *** 0.26 0.31 0.759 1.29 3.06 0.002 ***

COMP

YEAR

DWEEK

Number of observations

Log pseudolikelihood

Wald Chi-Square

Dependent Variable

EVENTP

Dependent Variable

IDS

Panel I - Posting of a news before the event

Panel II - Call on the front page before the event

Dependent Variable Dependent Variable

Regression 4 Regression 5 Regression 6

Regression 1 Regression 2 Regression 3

3010

-1354

102,54

Yes

Yes

YesYes

Yes

Yes

Yes

P-valueP-value P-value

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

3010

-1899

Dependent Variable

P-value P-value

Dependent Variable

EVENTP

3010

-1883

39.69

3010

-1900

44.16

3010

-1758

56.00

P-value

Yes

Yes

EVENTP IDS EVENTPIDS

3010

-1758

55,744,58
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To sum up, through the analysis of the Panel 1 of Table 3, there is evidence that the publication 

of news before the event says nothing about the type of subsequent event. However, the variable 

NEWSB increases the likelihood that companies will use the Information Disclosure System and 

the use of this system has an effect on the type of event, increasing the likelihood of this being 

negative. 

 

In Panel 2 of the same Table are presented the results about the impact that the appearance 

before the event on the first page of one or both newspapers under analysis has on the 

subsequent event (variable FPAGB). In Regression 5, the dependent variable is the positive 

event (variable EVENTP). In this situation, there is evidence that the P-value is 10.5%, although 

the call to the first page before the occurrence of the event does not increase the likelihood of 

being a positive event. 

 

However, the appearance on the front page of the newspaper before the event has an effect on 

the likelihood of the company using the Information Disclosure System to communicate a 

relevant fact (variable IDS) and this evidence assumes statistical significance at a level of 5% 

(Regression 6). 

 

Thus, the first page call before the event indicates an increased likelihood that companies will 

communicate something through the Information Disclosure System. 

 

(ii) Advertising in the period prior to the event 

 

The regressions concerning advertising were not included in the article for space saving. We 

analysed the relationship between the publication of advertising of the company and the 

occurrence of a positive event. We concluded that the advertisements published before the 

occurrence of the event do not say anything about the type of event nor about the 

communication of a relevant fact to the Portuguese Securities Market Commission. Therefore, 

advertising does not appear to be a resource used by companies to capitalize on the positive 

event that it is about to begin. 

 

(iii) News with reference to the company as a source in the period before the event 
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The regressions of Table 4 show that, when the company is used as a source of the news before 

the event (variable NEWSBSC), there is no evidence that it increases the likelihood of a positive 

event (binary variable EVENTP of Regression 7), nor that the company uses the Information 

Disclosure System (binary variable IDS of Regression 8). 

 

Table 4. News with reference to the company as a source in the period prior to the event 

 

Observations: (i) The symbols ***, ** and * show the existence of statistical significance at 1%, 5% and 10%, respectively.  

 

Concerning the IDS binary dependent variable, when the company is not a source of the news 

before the event (variable NEWSBNSC of Regression 8), with a statistical significance of 10%, 

it increases the likelihood that the company will use the Information Disclosure System. This 

situation seems to indicate that, either on its own initiative or under pressure from the 

Portuguese Securities Market Commission, the company chooses to use this channel to 

communicate when it is not a source of the news before the event. 

 

If the analysis focuses on the effect of the variable NEWSBSC on the occurrence of a positive 

event and the disclosure of a relevant fact (binary variable EVENTPIDS) and the simultaneous 

occurrence of a negative event and the disclosure of a relevant fact (binary variable 

EVENTNIDS) (Regressions 9 and 10, respectively), there is evidence that the company as a 

source of the news increases the likelihood of the first scenario with a significance level of 5% 

(Regression 9). This can happen because companies leak information when the fact is positive 

or the Portuguese Securities Market Commission attribute more credibility to the news that cite 

Independent Variables Coefficient z Coefficient z Coefficient z Coefficient z

Constant 1.09 2.65 0.008 -13.14 -2.79 0.005 -2.60 -3.96 0.000 -21.72 -4.40 0.000

NEWSBSC 0.01 1.23 0.219 0.29 1.42 0.156 0.08 2.01 0.044 ** 0.43 1.41 0.160

NEWSBNSC 0.00 0.27 0.787 0.30 1.76 0.078 * 0.01 0.49 0.623 0.04 0.18 0.853

LOGMC -0.19 -2.37 0.018 ** 1.66 2.68 0.007 *** 0.21 3.36 0.001 *** 2.99 4.29 0.000 ***

TR 0.00 1.09 0.276 0.17 1.92 0.055 * -0.11 -2.64 0.008 *** 0.41 4.50 0.000 ***

MTB 0.01 2.06 0.039 ** 0.04 2.83 0.005 *** 0.00 -0.15 0.878 -0.03 -1.37 0.170

CR1 0.00 -0.12 0.905 -0.03 -1.49 0.135 0.01 4.34 0.000 *** -0.10 -3.13 0.002 ***

PRF12M 0.05 1.69 0.091 * 0.04 0.15 0.878 0.05 2.18 0.029 ** -1.06 -1.92 0.055 *

VOL12M 1.10 2.09 0.037 ** 0.27 0.34 0.736 1.28 3.12 0.002 *** -9.61 -4.00 0.000 ***

IDS -0.05 -2.45 0.014 **

COMP

YEAR

DWEEK

Number of observations

Log pseudolikelihood

Wald Chi-Square

News with reference to the company as a source in the period before the event

Regression 8 Regression 9

P-value P-valueP-value

Dependent Variable Dependent Variable Dependent Variable

EVENTP IDS EVENTPIDS

Regression 10

3010

-1351

102.87

3010

-1882

3010

-1301

103.4239.47

3010

-1758

56.01

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Dependent Variable

EVENTNIDS

P-value

Regression 7
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the company as a source and require relevant disclosure. However, the company as a source 

has no impact on the likelihood of occurring the second scenario (Regression 10), although it 

should be noted that, in this case, the P-value is 16%. 

 

If the analysis is based on the effect of the variable NEWSBNSC has on the dependent variables 

previously indicated (Regression 10), there is evidence that the absence of the company as a 

source in news does not increase the likelihood of these scenarios to occur. 

 

(iv) Interview in the period prior to the event 

 

The pre-event interview publication has no effect on the type of event and also does not have 

on the Information Disclosure System. For space saving, the respective regressions are not 

reported. 

 

(v) News with a long dimension in the period prior to the event 

 

The publication of news with a long dimension before the occurrence of the event (variable 

NEWSBLD), that is, with an area greater than half a page of the newspaper, shows the same 

effect of the situation reported in Table 5. Thus, a long article is not a sign that it increases the 

likelihood that the subsequent event will be positive (binary variable EVENTP) whether there 

is (or there is not) relevant reporting through the Information Disclosure System of the 

Portuguese Securities Market Commission (Regression 11 of Table 5). However, the relevant 

fact communication to the Portuguese Securities Market Commission (binary variable IDS) 

increases the likelihood of the occurrence of a negative event with a significance level of 1% 

(Regressions 12 and 13). 

 

Another similar aspect is the fact that, when the newspapers under analysis publish news with 

long development before the occurrence of the event, there is evidence that companies are more 

likely to use the Information Disclosure System (binary variable IDS). 
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Table 5. News with long dimension before the event 

 

Observations: (i) The symbols ***, ** and * show the existence of statistical significance at 1%, 5% and 10%, respectively.  

 

If we combine the two dependent variables, that is to say, to be a positive event and to diffuse 

a relevant fact (variable EVENTPIDS) (Regression 13) and to be a negative event and to diffuse 

a relevant fact (variable EVENTNIDS) (Regression 14) we obtain the same conclusions of the 

Regression 11. That means that the publication of news in the previous period with a long 

dimension has no effect on the likelihood that the event will be positive/ negative and that there 

will be a relevant communication to the Portuguese Securities Market Commission 

simultaneously. 

 

In this way, posting news before the event with long dimension has no effect on the type of 

event, but increases the likelihood of using the Information Disclosure System by companies. 

On the other hand, again, sending relevant fact has effect on the type of event, increasing the 

likelihood of this being negative.  

Independent Variables Coefficient z Coefficient z Coefficient z Coefficient z

Constant 1.21 2.96 0.003 -13.85 -2.88 0.004 -2.60 -3.95 0.000 -21.42 -4.37 0.000

NEWSBLD 0.01 0.73 0.468 0.33 1.73 0.084 * 0.04 1.30 0.194 0.27 1.07 0.285

LOGMC -0.21 -2.66 0.008 *** 1.76 2.77 0.006 *** 0.21 3.37 0.001 *** 2.95 4.26 0.000 ***

TR 0.00 1.07 0.287 0.19 2.01 0.045 ** -0.11 -2.68 0.007 *** 0.40 4.49 0.000 ***

MTB 0.01 2.25 0.025 ** 0.04 2.86 0.004 *** 0.00 -0.11 0.911 -0.04 -1.42 0.155

CR1 0.00 0.04 0.969 -0.03 -1.53 0.126 0.01 4.33 0.000 *** -0.10 -3.12 0.002 ***

PRF12M 0.05 1.51 0.132 0.04 0.15 0.878 0.05 2.23 0.025 ** -1.03 -1.87 0.062 *

VOL12M 1.25 2.29 0.022 ** 0.25 0.29 0.773 1.29 3.10 0.002 *** -9.48 -3.99 0.000 ***

IDS -0.05 -2.69 0.007 ***

COMP

YEAR

DWEEK

Number of observations

Log pseudolikelihood

Wald Chi-Square

Yes

P-value

EVENTNIDS

News with a long dimension in the period prior to the event

Dependent Variable Dependent Variable

EVENTP IDS

Regression 11 Regression 12 Regression 13 Regression 14

Yes

Yes

P-value P-value

3010

-1883

39.82

3010

-1759

55.81

-1354

102.67

3010

-1301

102.53

3010

Yes

Yes

Yes

Yes

Yes

Yes

Dependent Variable Dependent Variable

EVENTPIDS

Yes

P-value

Yes

Yes
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3.2 After the Occurrence of Extreme Returns 

 

(i) News production in the later period 

 

Through the analysis of Regressions 15 and 16 (Table 6), there is evidence that the publication 

of news after the event (binary variable NEWSAFT) occurs more often in situations of negative 

events, since positive events (explanatory variable EVENTP) have a negative effect, at a 

significance level of 10%, on the likelihood of news in the post-event period, whether or not 

there was relevant communication through the Information Disclosure System. 

 

Table 6. News production in the period following the occurrence of extreme returns 

 

Observations: (i) The symbols ***, ** and * show the existence of statistical significance at 1%, 5% and 10%, respectively.  

 

Through the analysis of Regression 17 (Table 6), there is evidence that in case of negative 

events without the use of the Information Disclosure System, the likelihood (with at a 

significance level of 10%) of companies making statements to the newspapers is higher, either 

on their own initiative or by reaction to the contact of journalists. 

 

(ii) Impact of the event on advertising in the later period 

 

Regarding the impact that the type of event has on the advertising published after the occurrence 

of the event, there is evidence that the type of event does not affect the subsequent advertising 

investment. Given the occurrence of positive events or negative events, it means that companies 

Independent Variables Coefficient z Coefficient z Coefficient z Coefficient z

Constant -3.84 -2.83 0.005 -3.90 -2.90 0.004 -2.53 -1.58 0.114 -3.28 -2.08 0.037

EVENTP -0.17 -1.81 0.070 * -0.17 -1.82 0.069 * -0.13 -1.75 0.081 * 0.41 2.61 0.009 ***

LOGMC 0.05 0.37 0.710 0.05 0.43 0.667 0.02 0.09 0.929 -0.08 -0.51 0.613

TR 0.03 0.65 0.517 0.03 0.67 0.502 -0.09 -0.55 0.580 -0.02 -0.32 0.751

MTB 0.00 -0.50 0.619 0.00 -0.46 0.649 0.00 2.50 0.012 ** 0.00 1.19 0.236

CR1 -0.01 -0.88 0.379 -0.01 -0.90 0.366 -0.04 -1.26 0.207 -0.01 -0.56 0.579

PRF12M 0.14 0.68 0.495 0.15 0.71 0.478 -0.18 -0.32 0.751 -0.03 -0.08 0.938

VOL12M -0.53 -0.66 0.512 -0.55 -0.67 0.502 -5.04 -1.73 0.084 * -3.21 -1.25 0.211

IDS 0.02 0.25 0.805 -0.07 -0.51 0.608

COMP

YEAR

DWEEK

Number of observations

Log pseudolikelihood

Wald Chi-Square

Yes

Dependent Variable Dependent Variable

NEWSAFT NEWSAFT

Regression 15 Regression 16

Yes

News production in the period following the occurrence of extreme returns

Yes

Yes Yes

40.47

Regression 18

Dependent Variable

NEWSAFTPC

P-value

Yes

Yes

Yes

3010

-1069

Yes

3010

-618

72.61

Regression 17

Dependent Variable

NEWSAFTSC

P-value P-value P-value

Yes

-1213

37.71

-1213

37.51

Yes

3010

Yes

3010
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do not invest more (or less) in advertising after the event. For space saving, the respective 

regressions are not reported. 

 

(iii) Impact of the event on news content in the later period 

 

After the occurrence of positive events, it increases the likelihood that the published news 

contain positive content (binary variable NEWSAFTPC), whether or not there is communication 

of relevant fact to the Portuguese Securities Market Commission (Regression 18 of Table 6). 
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4. Conclusions 

 

Starting from the research question – Is there evidence that listed companies manage 

information before or after the occurrence of extreme returns, whether positive or negative? – 

two main objectives were defined: (i) to analyse which is the media coverage done by mass 

media before, during and after the occurrence of a period of extreme returns and if it is 

asymmetric; and (ii) to verify if there is evidence that published news could be promoted by 

companies in order to minimize the negative impact in case of a sharp fall of prices and to 

capitalize the positive facts in case of a sharp rise of prices. 

 

In methodological terms, we based on the companies that permanently integrated the PSI-20 

between the January 1, 2004 and December 31, 2013, out of a total of 10. 

 

Firstly, we used a process inspired by the methodology that is known as event study to select 

the sample of present investigation (that is, the days in which there were positive extreme 

returns and negative extreme returns, in any case outside the confidence interval of abnormal 

average return and that will constitute «positive events» and «negative events», respectively). 

The number of event days under these conditions was 430 (218 «positive events» and 212 

«negative events»). 

 

After that, based on these events, we conducted a Field Work, which included the analysis of 

the relevant facts disclosed through the Information Disclosure System of the Portuguese 

Securities Market Commission and the analysis of two daily Portuguese newspapers (Diário 

Económico and Jornal de Negócios) to assess the communications disclosed by the companies 

and the media coverage of each event, respectively. In the scope of this work, we also conducted 

an Analysis Content to evaluate the content of the published news, creating for this purpose a 

matrix of analysis. 

 

In the third place, we conducted a Quantitative Study that included a Regression Analysis, using 

the non-linear regression probit model with multiple regressors (robust in relation to 

heteroscedasticity problems) in order to understand if there is a relationship between the binary 

dependent variable and other variables associated with each event (independent variables). 
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Through this research, it was possible to verify that the great fluctuations of prices experienced 

by the companies are reported by the newspapers (on average, each event had a media coverage 

of more than 5 articles) and more than 40% of the published news (regardless of event type) 

occupy more than half a page of the newspaper. 

 

When we compare the period before the event with the period after the event, we verified that 

more news are published, there are more calls to the first page of the newspapers and news are 

longer after the occurrence of the event. These results are in line with our expectation that, after 

the event, given that it is an extreme abnormal return, the attention of the media will be aroused. 

 

Regarding the amount of news published, although the statistical analysis shows that before the 

event more news are published for the positive events, the regression analysis indicates that the 

publication of a news in this period does not increase the likelihood that the subsequent event 

is positive. Concerning the publication of news after the event, it is more preponderant in 

negative events in both analysis. 

 

Concerning the fact of being a first page news before the occurrence of the event, the first pages 

calls are more prevalent in situations of positive events. This fact may indicate that companies, 

in advance of the event, promote information, communicating it to the media. 

 

Regarding the communication of relevant facts by the companies through the Information 

Disclosed System of the Portuguese Securities Market Commission, we verify that are sent more 

statements before the occurrence of the event, both for positive and negative events. This means 

that companies send more information to market through the Portuguese Securities Market 

Commission in advance than they are “obliged” to disclose after the occurrence of the abnormal 

returns. However, the regression analysis allowed us to detect that, when companies use this 

resource to communicate in the period before the event, it increases the likelihood of occurring 

a negative event. Another aspect that stands out is that when there is a news in the previous 

period and the company is not a source of information, it increases the likelihood that the 

company will use the Information Disclosure System. This situation seems to indicate that, 

either on its own initiative or under pressure from the Portuguese Securities Market 
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Commission, the company chooses to use this resource. Another point to note is that, if a news 

is published during the period of the event window, the likelihood of using the Information 

Disclosure System is higher. 

 

Concerning the use of advertising, although we do not know the date and clauses of the 

contracts established between companies and newspapers, by carrying out the statistical 

analysis we found that companies appear to use advertising to transmit certain messages. In 

fact, in the face of sharp decline of prices, more advertisements are published after the 

occurrence of negative events; conversely, in the face of a sharp increase of prices, there is a 

record that more advertisements are published before the occurrence of positive events. 

However, the results obtained with the regression analysis show that advertising does not 

indicate anything about the type of subsequent event, nor does the type of event report anything 

about the occurrence of subsequent advertising investment. 

 

Regarding the company as a source of information of the news, only in the statistical analysis 

was found evidence that both before and after the event the source company depends on the 

type of event. Indeed, in the pre-event period, companies are proportionately more cited as a 

source for positive events than for negative events, which may indicate that companies seek to 

capitalize on the positive impact of the favourable situation they enjoy through the prior 

preparation of information to the media. 

 

In the subsequent period, companies are more often the source of the news for negative events, 

again underlining the idea that companies act in relation to the media, making statements either 

on their own initiative or by reaction to the contact of journalists. 

 

Regarding the fact of interviews with the board of company, both types of analysis did not 

reveal statistically significant results. The results obtained indicate that the decision of the 

company to give an interview does not depend on the type of event. 

 

In the scope of content analysis, as indicated, two independent variables were created: Positive 

Content (which is divided into three subcategories – Positive results and their components; 

Investments; Dividends) and Negative Content (which is also divided into three subcategories 



30 

that contemplate the situations contrary to those previously stated, that is, Negative results and 

their components; Debts; No distribution of dividends).  

 

Although it can be assumed that the author's classification always has a subjective character 

and that the context can also influence the analysis, the definition of each variable and its classes 

obeyed to the fulfilment of demanding requirements in order to make valid inferences. 

 

Surprisingly, the period before the event seems to show that, on the one hand, companies try to 

capitalize on the positive situations they are going to live and, on the other hand, to overcome 

the negative situations they will face. After the occurrence of the event, we verify that more 

news are published with positive content whether it is a positive or a negative event. This may 

mean that for positive events companies seek to capitalize on the good moment they live and 

send information to the media. And for negative events companies seek to minimize the 

unfavourable situation they are experiencing by communicating to the media, for example, 

information that allows them to revert or not to harm so much and that is reflected, later, in 

more news also with positive content. 

 

To sum up, through this research we detect that extreme abnormal returns are subject to 

disclosure and treatment by mass media. The existence of divergences between the news 

coverage carried out in situations of positive events and in situations of negative events, in 

quantitative and qualitative terms, seems, in several situations, to result from actions 

deliberately promoted by the companies. 

 

However, the database constructed with the fieldwork includes more variables than those 

explored in this study. Thus, we aim at integrating them in future investigations not only to 

continue the study of the media coverage of abnormal returns experienced by listed companies, 

but also to exploit the information management performed by companies. 

  



31 

References 

 

Ahern, K. R., & Sosyura D. (2014). Who writes the news? Corporate press releases during 

merger negotiations. The Journal of Finance, 69(1), 241-291. 

Alves, C. F., & Teixeira dos Santos, F. (2008). Do first and third quarter unaudited financial 

reports matter? The Portuguese case. European Accounting Review, 17(2), 361-392. 

Aman, H. (2013). An analysis of the impact of media coverage on stock price crashes and 

jumps: Evidence from Japan. Pacific-Basin Finance Journal, 24, 22-38. 

Bardin, L. (1979). Analysis of content. Lisboa: Edições 70. 

Bos, W., & Tarnai, C. (1999). Content analysis in empirical social research. International 

Journal of Educational Research, 31, 659-671. 

Bushee, B. J., Core, J. E., Guay, W., & Hamm, S. J. (2010). The role of the business press as 

an information intermediary. Journal of Accounting Research, 48(1), 1-19. 

Carretta, A., Farina, V., Martelli, D., Fiordelisi, F., & Schwizer, P. (2011). The impact of 

corporate governance press news on stock market returns. European Financial Management, 

17(1), 100-119. 

Chan, W. S. (2003). Stock price reaction to news and no-news: drift and reversal after headlines. 

Journal of Financial Economics, 70, 223-260. 

Chen, K. T., Lu, H. M., Chen, T. J., Li, S. H., Lian, J. S., & Chen, H. (2010). Giving context to 

accounting numbers: The role of news coverage. Decision Support Systems, 50, 673-679. 

deHaan, E., Shevlin, T., & Thornock, J. (2015). Market (in)attention and the strategic 

scheduling and timing of earnings announcements. Journal of Accounting and Economics, 60, 

36-55. 

Ettredge, M., Richardson, V. J., & Scholz, S. (2002). Dissemination of information for investors 

at corporate Web sites. Journal of Accounting and Public Policy, 21, 357-369. 



32 

Fama, E. F., & French, K. R. (1993). Common risk factors in the returns on stocks and bonds. 

Journal of Financial Economics, 33, 3-56. 

Fang, L., & Peress, J. (2009). Media coverage and the cross‐section of stock returns. The 

Journal of Finance, 64(5), 2023-2052. 

Gibbins, M., Richardson, A., & Waterhouse, J. (1990). The management of corporate financial 

disclosure: opportunism, ritualism, policies, and processes. Journal of Accounting Research, 

28(1), 121-143. 

Guillamón-Saorín, E., & Sousa, C. M. (2014). Voluntary disclosure of press releases and the 

importance of timing: A comparative study of the UK and Spain. Management International 

Review, 54, 71-106. 

Hagenau, M., Liebmann, M., & Neumann, D. (2013). Automated News Reading: Stock Price 

Prediction Based on Financial News Using Context-capturing Features. Decision Support 

Systems, 55, 685-697. 

Healy, P. M., & Palepu, K. G. (2001). Information asymmetry, corporate disclosure, and the 

capital markets: a review of the empirical disclosure literature. Journal of Accounting and 

Economics, 31, 405-440. 

Huberman, G., & Regev, T. (2001). Contagious speculation and a cure for cancer: a nonevent 

that made stock prices soar. The Journal of Finance, 56(1), 387-396. 

Kaplan, A. M., & Haenlein, M. (2010). Users of the world, unite! The challenges and 

opportunities of Social Media. Business Horizons, 53, 59-68. 

Kothari, S. P., & Warner, J. B. (2004). The econometrics of event studies. Handbook of 

Corporate Finance: Empirical Corporate Finance (Elsevier/North-Holland), Vol. A, cap. 1. 

Krippendorff, K. (2004), Content Analysis: An Introduction to its Methodology, Thousand 

Oaks: Sage. 

Liao, T. L., Sung, H. C., & Yu, M. T. (2016). Advertising and Investor Recognition of Banking 

Firms: Evidence from Taiwan. Emerging Markets Finance and Trade, 52, 812-824. 



33 

MacKinlay, A. C. (1997). Event studies in economics and finance. Journal of Economic 

Literature, 35(1), 13-39. 

Macnamara, J. (2005). Media content analysis: Its uses, benefits and best practice methodology. 

Asia Pacific Public Relations Journal, 6(1), 1-34. 

Miller, G. S. (2006). The Press as a Watchdog for Accounting Fraud. Journal of Accounting 

Research, 44(5), 1001-1033. 

Miller, G. S., & Skinner, D. J. (2015). The Evolving Disclosure Landscape: How Changes in 

Technology, the Media, and Capital Markets Are Affecting Disclosure. Journal of Accounting 

Research, 53(2), 221-239. 

Nofsinger, J. R. (2001). The impact of public information on investors. Journal of Banking & 

Finance, 25, 1339-1366. 

Pettigrew, J. E., & Reber, B. H. (2011). Journalists’ opinions and attitudes about dialogic 

components of corporate websites. Public Relations Review, 37, 422-424. 

Price, S. M., Doran, J. S., Peterson, D. R., & Bliss B. A. (2012). Earnings conference calls and 

stock returns: The Incremental Informativeness of Textual Tone. Journal of Banking & 

Finance, 36, 992-1011. 

Simon, S., & Dejica-Cartis, D. (2015). Analysis and Classification of Directions in Written 

Advertisements. Procedia - Social and Behavioral Sciences,192, 240-243. 

Solomon, D. H. (2012). Selective Publicity and Stock Prices. The Journal of Finance, 67(2), 

599-637. 

Soltes, E. (2010). Disseminating Firm Disclosures. Unpublished Working Papers. Harvard 

Business School. 

Tetlock, P. C. (2007). Giving Content to Investor Sentiment: The Role of Media in the Stock 

Market. The Journal of Finance, 62, 1139-1168. 

Tian, Y., & Chen, J. (2009). Concept of Voluntary Information Disclosure and A Review of 

Relevant Studies. International Journal of Economics and Finance, 1(2), 55-59. 



34 

Vega, C. (2006). Stock price reaction to public and private information. Journal of Financial 

Economics, 82, 103-133. 

Wilson, T. (1989). Towards an information management curriculum. Journal of Information 

Science, 15, 203-210. 



Editorial Board (wps@fep.up.pt)
Download available at: http://wps.fep.up.pt/wplist.php

also in http://ideas.repec.org/PaperSeries.html

37





39


