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Abstract

This study examines the earnings momentum in China’s two stock markets. Namely,
after earnings are announced, the estimated cumulative abnormal returns continue to drift
up for “good earnings news” firms and down for “bad earnings news” firms, which are
listed in the Shanghai Stock Exchange or the Shenzhen Stock Exchange. Using the data of
all listed firms in the two exchanges between 2005 and 2013, this study measures the
earnings momentum and finds the following results. First, there exists the earnings
momentum in both markets. The annualized rates of return on the zero-investment
portfolios created based on the phenomena of earnings momentum for Shanghai and
Shenzhen are 11% and 13%, respectively. This suggests that the earnings momentums in
the two markets are both statistically and economically significant. Second, the stock
prices in both markets respond early before the announcements. It may mean that there
exist the information leakages or some investors can make good predictions for earnings
news in both markets. Third, both the magnitudes of the early respondences and the
earnings momentum are stronger in Shenzhen than in Shanghai. Fourth, both the
magnitudes of the early respondences and the earnings momentum are stronger in the A-
share prices than in the B-share prices. Fifth, the pattern of the earnings momentum in both
markets during the financial crisis is different from the other periods.
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7% (10R*) (A0R*) A0R®R) (%) kS

2004 s 837 2,601 2,647 361 102 24.2 1,267
=l 536 1,104 1,586 222 144 24.6 316

2005 & 833 2,310 1,924 399 &3 16.3 1,161
=l 544 933 1,242 264 133 16.4 279

2006 & 842 7,161 5,782 1,028 81 333 2,675
=l 592 1,782 3,265 586 183 32.7 551

2007 & 860 26,984 30,543 2,433 113 59.2 5,262
el 690 5,745 15,512 1,208 270 69.7 1,447

2008 & 864 9,725 18,043 1,631 186 14.9 1,821
el 761 2,428 8,668 782 357 16.7 553
2009 & 870 18,466 34,651 3,368 188 28.7 3,277
=l 848 5,945 18,947 1,743 319 46.0 1,201

2010 & 894 17,901 30,431 2,596 170 21.6 2,808
=l 1,169 8,642 24,132 1,619 279 44.7 1,291

2011 & 931 14,838 23,756 2,119 160 13.4 2,199
=l 1,411 6,638 18,409 1,276 277 23.1 867

2012 & 954 15,870 16,455 1,895 104 12.3 2,269
=l 1,540 7,166 15,012 1,393 209 22.0 881

2013 & 953 15,117 23,027 2,672 152 11.0 2,116
=l 1,536 8,791 23,846 2,165 271 27.8 1,058

2014 & 995 24,397 37,716 4,294 155 16.0 3,235
= 1,618 12,857 36,675 3,082 285 34.0 1,415

2015 & 1081 29,519 133,099 10,249 451 17.6 3,539
= 1,746 23,611 122,495 6,934 519 52.8 2,309
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Thpe 2B R };;.g};}{%u @qmga._g_g | #r i 3t 2 ZLIE 8P *6%6}? o
AOA R AN F B RS R GRS ATH ZETR - 25
BRI R P R B I R RS« R
BRAF RS F R B ER G i o izt IR A ¥ Chan et al. (2008) % >+ @
FALT 2 B3R 7 = 2 R R%E € BRI - TRHIBERT 2 F > w@HF
WG RRSEGGE e S EE SRR Q01)E RERRT 4
P (B R H) HERDE B BFRNARETH LT HA KD )
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HA fam PR T F BT AR Mg e BT o P i Y
R%® BB ABRHEIALLF B2 A8 > Ld ARE AN -

¥ - 2 5 > Truong (2011)% 38 # @ g ¥ HAT(Q2017)A 477 KL 2 F 4
ReI G o T A B R A RZ ARG LR 0 5 AARE ~FERT 2
b LR FREY RFHEAIRE L TOERETE L ARERT L
farml B PN L2 F KA 340k - Truong (2011)2 1994 1 2009 3 f&
AR FREHRIAFLEEL TR T EETEE 95%LFMH K7 R
T G A FART A o SRE A Y wAT(2017)14 2003~2012 E kES B A Kb
PP A FRPTFRTRLGE RO TN  HNHT A
WAFTATEIBFOEE R %G HFAO L OB DL T - b
PRF F AR G 0 P HEHE Lo LR AR R SR

Haw, Park, Qi, and Wu (2006)12 1994 = 1999 % tk ~ ¥ > ¥ WL
WG HRTE RFAN L2 R % - Haw et al. (2006)~ 47 F 47 4 a0 ik i (7
S AN RHEFE AP FE AT 2005 3 2013 #x 2% F o A Haw
et al. (2006)#74 Fenik i o0 5 pr P A L I g o MEE Y RILT - g
B PRFaagd s AFFLZF RO BT 2 > AT AR T A BEF AT
T - B o L ¢h > Haw et al. (2006)+ A &A% ~ 7B 27 A~ B Lz %
WEENLR 2 AV RERBBYE - B nPeda LB o

[ Ry 'S

FRED 2
AT SR AR FETRZ FELAK T

- s FHAEaE AR

A ER ZFEAPEF G 2005 3 2013 & > HiRd £ LA v ERY 2k R
WA PART LD CERPA R NSRS B EEFTR TR
A H PR ¢ WRDS 2 CSMAR (P BRFHE) - P FFET 2013
Eoo FP AP 2013 ELEAPFELEE  2CSMAR 2 FATH &2
WA L ER T 2002 E UGS G EFR LG A THER
FFH ) GPAGFY P 2T 8 Fbapl) PARE Y P E
WL > FPET12F (38) com BHF > FIPL A0 2005 5 A0 F2 4
R

AT RYS BHRAERFEHER LT Ak FERT A2 0P 52
FHRTLDFENED CFARELDD 12 T REFHETHE (P 1 E
FHEH2ERL) (4847 LPpn30p 2750 F REEFTH (*
FERMBREAER) SSEFRFT R L R ETH g i S
Bt AERATEZ G ik A S E Py L EA U2

|+
< 0y
TN
[\S)
u\]
\O
N
(@)
(e

2,964,396 4 p iﬁﬁi’”iﬁ“ ?;:ﬂ o pleb 5 L7 WA R B2 %2_‘%’3 » FNjpe {r‘uﬁ.hﬁ”ﬁ i
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R B2 B EE T AJE (winsorized) 0 TR W R R B2 FF A LR EA
Bl 1%% 99%2_ B Bk 2. o

C RETR

YT R B p 2E3E 8 48 (unexpected earnings 0§ fiE UE) 2 g 2 F
BALEZZ > AP A REFRMTFERGHIFLNLZF R -

(=) 2P FH2L e Erle

APk * Livnat and Mendenhall (2006)% Truong (2011)#1 % 2_ 3 ;¢ 5+
® i 2L3p 4 P 4 (standardized unexpected earnings > @ fL SUE) - fa i 2|73
B LR 2 Y o ¥t L k2 SUE §7R % i oS (1) -

;.

EPS,, - EPS,,,
SUE,, =— <. (1)

t,k

A EPS A%t T

:\Fa
=~
\.
&

2. & W > P A _ikg DellaVigna and

%mr@ﬂﬂ&?“té %k&%i%?”San%w—WD{uéﬁki
EOL P EPS,y R GTRIEH E R P4 > S100 SUE chia 3 3 ix 1% 4 e 2LIg g
ERPH DN FURB T FE PR BRE r]wuf ,;,L,,”‘#H%E;?:

HEGL PP BT E L PR

SUE 30 0 27 2 2 0R HRGA NS L O LD T8
FFAR S | S SUE % 0 R 22 Pt Igl Za o L Fa
s TP HAL, - SUE f@iﬁﬂ’%ﬁ?“ﬁ%ﬁ%%%%ﬁ”pﬁ%gm,giﬁ;
B~ % SUE 5424 eﬁmﬁwﬁﬁﬁmﬁ N TEE BARIE R A X -

SUE 2.~ 2 §_%-PR DellaV1gna and Pollet (2009) % o kyp SUE 2.+ /| Btk
A 11 2> HY % 1 22 SUE #&¥] > % 11 22 SUE &+ - SUE %>t 0
Gk A FRE 6 BrY feng %);oﬂEJMOQésﬁ'”123
4, 5w > 2S5 BBl S SUE <04 2520 % 7,8,9, 10, 11
oS e ENEmIAe L o

(z) stz ir g2 ggrd 2

i ik g DellaVigna and Pollet (2009)2- = % > 12 R4 & ¥ FF PV i 251
HERWL2ZF g o d 31 2t 3g ) FARSUE>0)E F ¢ $R 1T R ¥ RpY

3 Livnat and Mendenhall (2006)% Truong (2011)zn 5 4 * 2 E p EE N PAGTEFH T L F 4> 211
AATEFARRIA MR R 2R F LR G pRock > DR € 5T RYFHEFRE
#adfi s S HEATHR - i\éu/Tt"l T2 EFRRFHRGEIRY F LT 2 P FFE D
BEFIRYE R P Bt RS E AR Ko vzgk oy SRR FARIE R B G IR B AR
B4 DellaV1gna and Pollet (2009) o ¥t A2 * SH L o § 0 WRDS 22 CSMAR (¢ R F 42
B & A5 EE P ARTE R 1_, FIpt AP SRR E R G IR FA  c APLYR KT 23
AL R edkT o @ ﬂ\?7*}f.~3%$3:SUE HFE G AEE S b A BREFHEEFL SR

ﬁ‘?jt-"
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foenZtig ) ARSUE<O)E ¥ ¢ I f B F Iy o Flt oz £ p 8852
R 2 ﬁi#ﬂw’#ﬁwﬁﬁa B 2 %“%mbxﬁﬁﬁgav
& o

BAHM R F R ERHEM2Z LR - 2P 5B DellaVigna and
Pollet (2000)4 * & H-H-3 22X 3 FF PPt e 57 EE { BRI B
AR A S| R S %ﬁ\%m¢%ﬁﬁw~$ﬁ%ﬁifﬂ
%ﬁx > DellaVigna and Pollet (2009)2_ = ;* & nzﬁ}\ (2Q)z- % FHA] > U xRt FR

L kP AP 2w 300 BaLEp e 46 B b P (e=300 —46)% 2t

ﬁﬂwwﬁ%&awﬁﬁw’ﬁw%*ﬁwaﬁpmﬁw’?%%\ﬁmawfi
¥ R F(CAR) -

Rr,u,k = at,k +ﬁ l,klal,u,m + gt,u,k . (2)
CAR}" = [Hjiii,,(l +R )1 [H;iiih(l Ry)-1]. G)

A R EFIERE LIS P ue (1—300 ' T—40)ZFFEFNF 0T &
FHRELPD Rumad ¥t FTRE LA P w2 Bdg BB S 0 g » 1B

AT o FHooy REAPEY  FNE kepdgd ‘ggﬁm W IEN = S

ko B o 2(3)¢ hCARY) B (rth, ) B R A :’ﬁﬂ ¥ 4p o b 4e(h,

Hy= (30, -2)p% » RAPH AL 2@z L p@OB30p 224 pn®H 20 0

hoH= (2, ISR R % F52 243 2p% 2 pigtpis 750 o

[0 000 5 5 1 % B k o o, ot b B B G %

Hi,,(l B )~ IJE B F 0 E Hh O (oth, ) F 2 B RERPF 0 w5 (3)
2 CARY™ % % t E 0 kot (cth, cHH) 2 %45 B ¥ 4R o

ARG CFERTRF A ACB REFTAHFAR L F R R AL
Z AP o 2V 4B DellaVigna and Pollet (2009)2. = j# » #-F 4 i 7 24 % P
e 75 P hAE A CARYY  wa s BER BeRLE LY
A3 XAHPF 2285231 % 75%@@&’?.'15\:9»'%%‘;’%
M4 2. %2 pF F R (immediate response) CAR, k) ARt 9 }{ﬁ;(delayed response)
CARC™ g v s v 3 (7 aFH) 2 L5 A $ 471 L E Rt
)§°%“—?‘i%4*'}’fﬁﬂi’”#’ KRN L IS ot A N Ti%?:Q_L_L e 1 =
W ARG HR L LR RS e CARS) 2 g gk (s RAK
ﬂ’iﬁs%,i'g ﬁ) oM AR .\_,_E_‘Llfrm"%z 5 75 =g, H '%I‘J’
WA 2 F it rrf'vCAR(275); GHER) (FalFzr ErRkaly
2 f EEMRIRITR ) o

Aoy BT RS R ERLD S 2 TR T e L RGBT B RF el
SRS AL F]P A2 A2 Fama and French (1993)2. = %]+ #-3] 3 Fp # 4 v ©
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2 paagkm kB e 0 ARt DellaVigna and Pollet (2009) 2
ik L@ LB 30 P if_%f’ 1 pRfe ¥ CAR™ g on iy
BEFAN LT e F AL

f\%

o FOLM BT R G PR L Ak TR
B B | BRAFGE ARLF AL L EY
g ;@a%mim n@zm@,mwﬂf)xﬁﬁﬁﬁ F(FRLE
&R G K g;wrswc&xfrk) TRk TR FHRT R
ﬁ@\iﬂ’AW@ ¥ A p W 305%?& SrrawmlpEpLF
@amﬁ“ﬁ&%z%ﬁ3osiz%f29 F R CAR[

- ‘-ﬁyﬁ‘ﬁf_‘—mla 2

A i 2 BB DellaVigna and Pollet (2009)2. F & H-3]% T LN (D& FEE

%Mﬁﬁ%@ﬁﬁ@%mﬁﬁﬁﬁm@%ﬁ%%mm@ TR S H2

LR PR L LR R &m?ﬁ_iﬂ’u£f3”“%ﬁ$@ﬁﬁﬂﬁw
BHEFANLZF BREELTEF TE R o

CARY™ =@y + s od\¥ + ¢y EVs+¢;"CVs+¢;" DYs

+ Py d TEVs + g5 d T CVs + ¢, (4)

st

R o AR CARY S5 ENE kN E oth pAE orH P
Rz AHFREAHM (% ¢ P 2EAETEP) o320 NP GRA®N
mﬂﬁ” CAR'M™ < 4R c4 (”~@Mﬂm$§ﬁ—“ﬁw
-~m- PHRwF B ERFE G BF R EME R AR
d;Y ~DYs~EVs ~CVs ~ d,¥ & EVs 2 %%ﬁ’uidﬁﬁ(ﬁkaiiﬁ’u

T W[ 2 o

d;¥ B I HETRE k20 SUE ‘e %] ok 5 % #i(dummy variable) : £ ¥ ¢
-] knjﬁ%%-‘ SUE &%sﬁ— (T TEdFas B F047) > R
d?—pd*“zﬁ Lk gt SUE B3fen- 2 (F 700 THJas & |
rfgﬁdﬁlff4%7~%@ﬂl'ﬁ*% o EEA T AR - R 4 2
ﬂ&%gﬁam{ﬂmﬁwﬁ&mew CAR £ 3 » Fpt 11 CARY™ % iz
BREGI T2 J,  FL R A PRI T e I 1Y CARt(k30 )
EL
%

-

pﬁhﬁ%&er~%B“¥;L’@%ﬁ—@ﬁ FRZmdFie: s
PCARG ) AR R PR G M F L R AT - PRATE LR
F o

;frmﬁ*’ﬁ FH(EVs)s 357 3 B A= AT > TR B AR IR % R
Sl dy S db S dR” e dY o e R k8 E BRI o E AR dY
=10 BRI =0 di* 24 k 23 5 B ko 2 ARd, =1 3Rd,
=0 o fm%uﬂaxﬁz;{@pzmSﬁ 2w 2o FERA" =1 F
RIS =0 o g df o1 EVs R 2 taliedly (¢ 42457, ~ g2, ~ 2%
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MEERBHFANL2ZF B LFEFTHE IR (FBEFEN) S HFA
ﬁw%F(A“*B“> RPFI (T 52008 E)dF “TLE « Bolk
Wt CARGY L R 3 T 2 g, MBHE S 0 Rl R
E PR R R AR M E Y CAR}?O -2) Y 'ﬁ;ﬁ”ﬁﬁ@ﬁma LEz gB I
WA o f o R27 B w2 w- ’J*fw-*ﬂ%ﬁv D CARY Lok r %
B AL EELL o MATARSBDTRD - pepF RiFREB
Py & o

RO RE(CVs)e 3240 6 Byl %# : MV, ~ BM,; ~ MOM, ;. ~
TOy~SDy~ Py B¢ - MV E¥FF 2207 R (AL &) » H =
LA BM REE T ARG B EEH B o MOM,, £ i > &
TR -FZATLE P 300 BE P I 46 BR < h P2 pEARpY S LI o TO,,
K%g‘é,ﬁfi%p’_éﬁi pa 300 B EP I 46 BREPZPEEX
SRS e ] _~M;$:o<100%) Tiafco SD, 2 v+ pm 8 $2 SUE i
BAEEL Py TR L P2 me®%¥5i?6%%¥ﬂ
£ P ofcdE e ok o

P R S (DYs)s 5 7 @WXJ%éﬁm&&%%i
N N N P N eIy
B0 2 BaR®Ed) ~ d o blhe o F7 2 E 2006 ﬁ-xnw a3 =1 %
Pl =0 F @t 2 p Bt E 0% 1B pIdN =1 FRId} =00 2uiEk
2 EEREAS G d2°°8 LA 5" e g RRREEVS)? o &R @) A
THAE RPPFL 3 RS2 O P 8 aEg G5 (panel data)®] f& » DYs ehi® %
WER F AR ED A g A0 —'»mCARf’,lH) P AR B EET 0 B Ry
] PF R o] 2. B 2T % (time fixed-effect) o &2 @ w2 2. H T3 % (firm fixed-
aﬁm«m,a¢wwvm4$@ﬁ%&y—’Em‘haff’g N )
ez BE Al - w2 G ERE R 2P N2 nRRHE ML R 2 ANEE
& (perfect multicollinearity) ¥ 3% o G ¢ 4ept » o T34 # ClVs ¥ ¢ ¢ 7 o F
BOE RGBS B R RS PREELE NG R BB
A Bl FI e i ook I CARY 2 2 P w20k -

d N2 e §dY ~DYs~EVs ~CVs» 112 d¥ 21 EVs~ CVs
2R mREEPAAE S 0 2 BRI R EERAE #ﬁﬁ
Pl AR RE B - R AFE) ;»\ A A3 BRI i F AT o B
@ﬁﬂ&ﬁ%’gzwsﬁﬁxf—%%&,jng<wsaDno¥2%ﬁﬂw
EVs 74 dY - st p 40 CVs ® M ER S 4 BRI R MV, -
BMi~ MOM,;~ TO, > =% 7 DYs - % 3 BHIIRIGH » = i 8~ 241
B B RESE SHFF TR 3 BEAZFHEEE: AP N
TATEI L T AT

d2006 . d2007 .
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(hH) __ SZ 157 to, SZ 7187 jto
CARz,k - ¢B + ¢B dt k + ¢G—de,lf + G—de,k dzlf + T{CVlst,k
+¢°dd T+ ¢ d A + T,CV 2s,, + &, (5)

B HiE2 3 BHCAT EATAE AT R L B3 o R ¢
d ~ dF df,fd;?,f o % 2 BRCAE- HECVls, 5~ 5 CVls,, & 35 MV, ~
BM,~ MOM,; ~ TO, > ™ % & 4 1§ 8csr d)7 2. 2 37 eﬁ 3B R
A f{i - weddT  dINAT S CV2s, 50~ 5 CV2s,, ¢ 320 (1)
A ~ d5" 5 (2) SDy~ Pis (3) SDy 22 dy 2. 2 %38 ~ Py dif 2. 2 %38 5 (4)
PeF R W) B % 5% B DYs o

Y -

L -HERTILRE %L*@@*wﬂv$%ﬁ%ﬂéﬁ@*ﬁ
B > 3P %< DellaVigna and Pollet (2009)2. i€j% » & 45 38 (5) #7187 2 % b bt
Bico FN(6) s (DA BGEE  FRT b(cth, ttH)P FRRHFAN L2 R
Jis 1 (230, T+75) % BEHP B BERE 7 s 2 v ) o

gy E(CARS |y =1,d7 =0)- E(Car|" |aiy =0,d57 =0)
E(CAR"™|diy =1,d =0)— E(CAR." ™ |diy =0,dS7 = 0)
L
- ¢§575) : (6)
PR _ E(CAR"™|air =1,d7 =1)~E(CAR™|diy =0,d =1)
E(CAR " |azy =1, =1)- E(CAR" ™ |diy =047 =1)

4+ g

TR g v

H o ’¢éh,H)£ gzg,,ﬂ) 2oy CAR ﬁ_;ﬁ‘;ﬁ*s}ﬁ%gﬁ BHENG) 2 #

((;‘_3;)’75)1 gzg;ms)ﬂJ Y CARt(k3O75 m?ﬁﬁ#ﬁ B RHENG) R F o

s o BB GFA TR RIEE . S P BB Hirshleifer et al. (2009)
ShiTid > #58(5)¢ hd,} 23%E $ 5 Rank, > N (8)& 7%

CARG™ = ¢, +¢,°d >l + §s_yRank,, + §5 ,d > Rank,, + T,CV1s,,

+¢BdfkRank,,k +¢2008dz2,1(308Rankz,k +T2CV2Sz,k + gt,k- (8)
Rank,; 8_% t %L k SUEEW%’WW%“IE 11 2 NP SHE R
ok kB> SUE f’s'l‘iﬁi"%‘]ﬁl Rank,, = 1> &% t £ Ta; k B SUE B+ 2

e B B Rank,}kz 11 -

> DellaVigna and Pollet (2009) . B = & 48 7 2 & ek I% FR o s (T, THT75) % R F P -

gt g AN R E F R A FEHhE R - FAPEES EF A sk w(f—30,
THI5) G ERF BPF > ruEe B3P Bk BIEFWE RBant & o
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B.2mEEAH

?ﬁ%% ﬁé%ﬁﬁﬁ%i’ﬁ‘w“ﬂa@ AL S
A awﬁ%%%m@ﬁﬁﬂ%wiﬂ HF A A ﬁﬁ] 2 A

oo & 2 RO ITH Rl st AR o d & 27 ik > ,ﬂm & 2005 % 2013
ERADTLE S L HEASP THEA UL L P (EPS) 5 0.0749
AR 2P WAEET B (M) 5 77 RAAR . pPEES (TO) S
2357% > tko  EH B (BM) T35 0961 0 # i (MOM) ~ sFf* 5 (R) ~
v}’ﬁl_g—Wﬂ: T @4 (SUE) Kﬁ-lu 0> By 2Epits |l puaes sy
2Pp2% 75 P2 kAR Mﬁﬁw CARVz CAR®™ i %] % -0.48%% 0.85% -

%34%$3oaiﬁ$2Hﬁi%ﬁ—aiﬁﬁﬂﬁﬁwcwm@a
CAR“ Dawl L 1.18%% 0.13% o

P JE@.%ﬁiﬁdéiwgéﬁﬂtﬁiE;i&'&*E B
EPS 0.0749 0.1430 -0.4469 0.008 0.046 0.1153 0.85 27,966
MV 7.687 17.83 0.0476 1.539 3.001 6.394 164.2 27,966
70 2.357 1.673 0.1264 1.009 1.968 3.381 7.997 27,966
BM 0.9610 3.887 0.0003 0.2150 0.3626 0.5993 222.1 27,966
MOM 0.0010 0.0026 -0.0046 -0.0009 0.0005 0.0026 0.0101 27,966
R -0.0039 0.0371 -0.1024 -0.0256 -0.0036 0.0167 0.1023 27,966
SUE -0.0011 0.0274 -0.1913 -0.0042 0.0001 0.0039 0.1719 27,966

CAR®Y  -0.0048 0.0445 -02211 -0.0290 -0.0067 0.0159  0.2673 27,966
CAR®™  0.0085 0.2269 -1205 -0.1122 -0.0134 0.1037  3.092 27,966
CARP*™  0.0118 0.1361 -1.0590 -0.0673 -0.0018 0.0746 1.4935 27,966
CAR™™™  0.0013 0.0259 -0.2584 -0.0132 -0.0004 0.0135 0.1717 27,966

oA

FESN

£ 4 352005 82 2013 2 B FABENILT HG 1B 2P chP e 2T EER O £ 27966 £ % Py
£ A2 2,964,396 ¥ p FF K FAATE o TR WRDS 22 CSMAR (¢ BIFHRE) - EPS 2 HE 5 wm g
A (Himr AaRA) oMV GFRBAEEDE (Eim: RARE) - TO L ¥ &5 ﬁis&a;f%@f_
2P 300 B P IR A6 B A PP EaES (25 Rdk i &t Rikx100%) T ¥adk o BM E R4
EE2RG H BEED B2t b o MOM £ i » B & F#2 4P 300 Bt pivdoBLsrpap
R Tiofc o R 5 PR F (RieiEm 22%) » SUE & *ﬂ—ﬁlLﬁW?ﬂF T4 SUE 2. 78 €4 * Livnat and
Mendenhall (2006)% Truong (2011)2. % j% o F4e 2P 2% P »CAR™ 5 % t+h p 2% +H P 2 B £
¥ o
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# 3 ¢ 7 Panel A, Panel B 2 Panel C > A %W R IS % P4y £ F 22 4
* #c(Panel A) ~ SUE #5#c% 7 2 7 i» (b (Panel B) » ™1 % & B4 F 40 4 e
w2 SUE ¥a#c? 4 ~ #i(Panel C) - ¢ Panel A 7 e tti B » 1 5005 2
P L Hcs 15789 K o bR AZ 56% 0 RFIRT 2FAT L THkE
12,177 =% » ik 44% o

£3 HABHEI & PHL 5K
Panel A /% ~E¥' 05 P 2T 22 Ak

 H-u) A~ e L B)(%)
A 15,789 56.46
el 12,177 43.54
&3t 27,966 100.00

Panel B /3 ~ j®¥"3 % 2. SUE 3582 ¢ £ % i» ikt

1A =
SUE =2#x -0.0008 -0.0015
NERF1IRY TR 0.5743 0.5916
NERF2RY TR 0.3110 0.3127
NEEFIBY R 0.1146 0.0957
N 15,789 12,177
Panel C % %2 SUE 35#c2 % & #c
KR 1 2 3 4 5 6 7 8 9 10 11
i SUE SUE=0 % SUE

- 28(%) -549 -1.18 -0.52 -023 -0.06 000 005 0.19 039 0.81 424

3
teAsic 1,438 1,446 1,443 1,446 1,440 275 1,655 1,661 1,663 1,661 1,661
28(%) 432 -1.16 -054 -024 -0.07 000 0.05 0.19 039 081 3.15

7

wAg 1,169 1,173 1,172 1,173 1,169 215 1,217 1,223 1,223 1,223 1,220

A& Ed 2005 £ % 2013 ER A BENILT AG 1B 0P hz 27,966 £ % Pay 2 FHE 2,964,396 4 p
R T AL o ALK WRDS 2 CSMAR (¥ RFH#E) o 2% & 7 Panel A -~ Panel B ~ Panel C -
Panel A 23k ~/F%® 13 X7 Zéy 242 Tk W 5] o Panel B Rk ~ iR 2 SUE¥#KZ: 74 7 i»
it B SUE 3R 2p ) Fe 0 NEBmBERd (27 %) «F28p 2@ i lgm -7 s
Wkom AAEEORES 010052 0.01 T F - Panel C &I ~ FND L B4t &2 SUE $9% > SUE 2 i
#_%+% Livnat and Mendenhall (2006) ~ DellaVigna and Pollet (2009)% Truong (2011)2. = j# - SUE z_ 4~ 28 _%
& DellaVigna and Pollet (2009)2. = ;& » &4 SUE 2.+~ | ¥4 d o = 11 %2> H? ¥ 1 22 SUE ¥ | > %
11 222_ SUE $~ » SUE %> Oifi?f\ﬁﬁ‘%?}:‘ 6 & > SUE -] 3% 0—?]"4:\ 5% (% 1,2 3,4, 5%) ; SUE =
*?0—%"4:\73 5% (% 7,8,9,10,11 %)~
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d % 3 Panel B ¥ # ik ~ 7% 2 SUE i’l@:j’m‘rn/ 0> # & SUE 2. %
Mook IFERDPEZIANELSY 1 B gL ’mJ/n\ B 57%5 59% ; ¢

F2P 205 31%; % 3B 2k E s 1% 10% 0 d P des R
B L A RS R AT 1
d & 3Panel C¥H IR % 1,2,3,4,5 w2 SUESHF] 305 % 7,8,9,

10, 11 22 SUE i’agﬁ,;rs«' 05 % 6 22 SUE >0, Nt ¥ as {aﬂ 7

ZFEH e a5 1 2k Az SUE 5% 5 -0.0549 5 37 R R 2

-0.0432 ; F AR H % 2 ik A2 SUE 39%#5-0.0118 17 L+ 2 -

00116 > % 3, 4,..., 11 22§57 4540 F_o pLob > mzh +ja v jpyes » 2

L ad s 11 B sf it 2 ko SUE G HERLET < 8 d
d % 3 Panel C % 32 SUE 3582 A 0 > BT th A F %' B g P%AF’K/%E

Bl l@Zb)s B 5|k ~iF%RD PR ALT LA AHEFHP -
Bl (@B O)FHFRE ~Fa RS R aFeFan B EIAALLNE
BAFar b RFT IR EFREZANL2ZUNE > AR APHT 2
T THE o GEE IFRT HERKT R AFAAT N 0 (24P ¥ Foster
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Panel A % ff $ Z 43 4 30(0,1)2 2 X i CAR®"
Groups\ Top 1 v.s. Bottom 1 Top 2 v.s. Bottom 2
Model (1) 2) 3) (1) 2) 3)
Constant -1.302277 -1.242377 113667 -1.3248"7  -1272077  -1.343177
(-8.84) (-4.81) (-2.42) (-11.49) (-6.50) (-3.86)
4 0.34107 039917 0.4646™ 031087 033767 037497
(2.02) (2.26) (2.65) (2.32) (2.49) (2.79)
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Panel B % ff $+ & 4831 4% (2,75) 2 £ B F s CAR®™
Groups\ Top 1 v.s. Bottom 1 Top 2 v.s. Bottom 2
Model (1) 2) 3) (1) 2) 3)
Constant 142327 0.5996 1.7146 02174  -0.6891 -0.1349
(1.98) (0.60) (0.84) (0.37) (-0.88) (-0.11)
4 -0.6650  -0.9492 -0.4778 -0.4701 -0.5569  -0.5419
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dfkd;;p 3.3453 1.5854
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CVls X X X X
CVls X X
R 0.0019 0.0096 0.0358 0.0044 0.0085 0.0308
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Groups\ Top 1 v.s. Bottom 1 Top 2 v.s. Bottom 2
Model (1) P 3) (1) P) 3)
Constant -0.1564" 0.0521 -0.1416 -0.0707 0.1345 -0.0746
(-1.88) (0.42) (-0.59) (-1.10) (1.51) (-0.40)
4 -0.0418 -0.0211 -0.0070 -0.0654 -0.0629 -0.0674
(-0.39) (-0.19) (-0.06) (-0.82) (-0.76) (-0.82)
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R’ 0.0232 0.0284 0.0372 0.0160 0.0190 0.0236
N 5,488 5,488 5,488 10,991 10,991 10,991
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Model (1) 2) 3) (1) 2 3)
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25 0k SR hPAMLFE B B2 R
Panel A j§ ~ jF% D N HBAR L2 BF BO,1)EFEHF B(30,75)2 v 5]

Groups\ Top 1 v.s. Bottom 1 Top 2 v.s. Bottom 2
Model €)) @) (€) €)) @)) 3
RRSAOD 0.1030™"  0.0679""  0.0631 0.1190™  0.0906™  0.0859™
(3.67) (2.60) (1.41) (6.61) (5.00) (3.41)
RRSHOD 0.16317"  0.1133""  0.1139" 0.1661°" 0.12147 0.1212""
(6.14) (4.35) (2.89) (8.33) (6.17) (4.65)
RRSAOD_RRSHO.D -0.0600 -0.0454"  -0.0508  -0.0470"  -0.0308"  -0.0353"
(-1.60) (-1.88) (-1.54) (-1.80) (-1.72) (-1.74)
CV1s X X X X
ClVs X X
N 5,488 5,488 5,488 10,991 10,991 10,991
Panel Bk ~ iF% 7 R HFZAR L2 BF B2,75) 1k FWE B(-30,75)2 1 b
Groups\ Top 1 v.s. Bottom 1 Top 2 v.s. Bottom 2
Model €)) 2 (€) €)) 2 3
RRS?%79 0.1634 0.3642""  0.1271 0.3368  0.4234™ 03131
(1.58) (5.05) (0.71) (6.84) (8.56) (3.84)
RRSHET) 02188 0.3758"" 0.22517 030317 0.3959°7°  0.3079"
(2.83) (5.67) (1.82) (6.21) (7.69) (3.99)
RR3CT_RRSHE.T) -0.0555 -0.0116 -0.0980 0.0337 0.0275 0.0052
(-0.44) (-0.17) (-0.76) (0.49) (0.58) (0.09)
CVls X X X X
CVs X X
N 5,488 5,488 5,488 10,991 10,991 10,991
Panel C ik ~ F%® RUHHFEN LT - " B 5 F B(30,-1)EKWF R(-30,75)2 v b
Groups\ Top 1 v.s. Bottom 1 Top 2 v.s. Bottom 2
Model €)) 2 (€) €)) 2 3
RRS#:30-D 0.5482""  0.4132""  0.6586° 03963 0.3337° 04184
(6.65) (6.52) (3.92) (9.57) (7.89) (6.15)
RRSHC0-D 0.4343™" 03530  0.5028"" 03788 0.3254" 0.3888""

(7.14) (6.33) (4.79) (9.80) (7.54) (6.30)
RRSA30-D_RRSHE0-D - (0.1139 0.0602 0.1558 0.0175 0.0082 0.0296
(1.11) (0.97) (1.26) (0.31) 0.21) (0.59)

CVls X X X X
CV2s X X
N 5,488 5,488 5,488 10,991 10,991 10,991
Panel D 3k ~ iF% 3 WRFHFAR LT - pRHF BCL-DEEWF B30,75)2 v b
Groups\ Top 1 v.s. Bottom 1 Top 2 v.s. Bottom 2
Model €)) 2 3 1 (2 3)
RRSACHD 0.1073™  0.0601""  0.07777° 0.0812"" 0.0489""  0.0619™"
(5.10) (3.79) (2.60) (7.34) (4.55) (3.89)
RRSICID 0.0709™"  0.0425  0.0483"  0.0539""  0.0294"  0.0354""

(5.19) (3.49) (2.59) (5.66) (3.13) (2.84)
RRSZC-D_RRSHCLD 0.0364 0.0175 0.0295 0.0273  0.01947  0.0265"
(1.58) (1.33) (1.36) (2.13) (2.15) (2.31)

CVls X X X X
CV2s X X
N 5,488 5,488 5,488 10,991 10,991 10,991
3Lt %7 DellaVigna and Pollet (2009)2 %i2 » & % & * % 4 % Panel ~ & #-3) it jf (i e > 10 & % 3%(6)% 7(7)

(v+h, THH)# B £ i ik (1-30, TH7S)EE R F 2 vt p|RRSZ(MD ga RRSH(ME) , wis z H £ 8 5 H e ¢ A 4
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26 kR HPEALLF RRFRE—NUAFHILER L AH

Panel A ¥ F B (2 F B~ £3EF )

Dep. Variable\ CAR®V CAR®™
Model @) 2 (€) @) () (€)
Constant -1.5960""  -1.493777  -1.2865"  -1.75617"  -3.7030""  -2.7685"
(-13.34) (-7.56) (-4.74) (-2.64) (-4.24) (-2.35)
d* 0.2749" 02878 03469  0.4454 0.4485 0.2764
’ (2.10) (2.14) (2.61) (0.66) (0.67) (0.45)
Rank, 0.1802"  0.19917"  0.1680""  0.4116™"  0.6133""  0.3838""
(12.54) (7.66) (5.77) (6.21) (6.27) (3.22)
d**Rank, , -0.04357  -0.0465"  -0.0532"7  0.0056 -0.0008 -0.0375
’ ’ (-2.35) (-2.44) (-2.79) (0.06) (-0.01) (-0.42)
d” Rank,, 0.1011" 0.1814
’ ’ (2.58) (1.00)
d*™ Rank , 0.0797" -0.9250""
: ’ (2.00) (-6.45)
CVls X X X X
CV2s X X
R 0.0144 0.0202 0.0292 0.0038 0.0071 0.0358
N 27,966 27,966 27,966 27,966 27,966 27,966
Panel B ¥ 5 F i (- 2 2 %% F BB H-pP2ZHWF )
Dep. Variable\ CAR" CARC"V
Model (1) 2 (€) (1) 2 (€)
Constant -1.1629™"  -1.05677  -0.7186  -0.22937"  -0.0784  -0.1802
(-3.11) (-2.04) (-0.78) (-3.55) (-0.93) (-1.10)
d* -0.3318 04000  -0.4975"7 -0.1104  -0.1029  -0.1021
’ (-0.85) (-1.01) (-1.34) (-1.59) (-1.43) (-1.44)
Rank,; 03377 0.4272™" 04304 0.0563""  0.0473"  0.04507
(8.69) (6.98) (6.18) (7.53) (4.17) (3.47)
d**Rank, , 0.1069°  0.0843 0.0902”  0.02347  0.02157  0.0215"
’ ’ (1.93) (1.49) (1.63) (2.35) (2.10) (2.10)
d” Rank,, -0.3739" -0.0350"
’ ’ (-3.72) (-1.88)
d*™ Rank, , 0.1156 0.0554”
: ’ (1.12) (2.54)
CVls X X X X
CV2s X X
R 0.0093 0.0126 0.0483 0.0074 0.0087 0.0135
N 27,966 27,966 27,966 27,966 27,966 27,966

DA A Ed 2005 & 3 2013 & B R EIRFDLT S1f 13 2 P eh2 27966 £ % b 4 FHZ 2,964,396 4 p
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A Study on the Earnings Momentum in
China’s Stock Markets

The idea of earnings momentum (Ball & Brown, 1968) refers to a phenomenon
occurring after an earnings announcement in which the stock price of a company
with good news continues to rise whereas the stock price of a company with bad
news continues to fall. Theoretically, as Latané and Jones (1977) contended, while
all investors can immediately receive, interpret, and process the earnings news well,
their actions cause the stock price to quickly respond to the news without delay.
However, this is not always the case in the real world. Though earnings momentum
and its causes are widely valued by the academia, Fama (1998) considers earnings
momentum a phenomenon that may challenge the efficient markets hypothesis.

The scale of the Chinese stock market is second only to the US stock market;
however, the study of its earnings momentum behavior remains limited. To address
this gap, the present study examines earnings momentum in China’s two stock
markets, the Shanghai Stock Exchange and the Shenzhen Stock Exchange.

To the best of our knowledge, an in-depth analysis of earnings momentum in
China's stock markets was conducted by Truong (2011).This study, evolved from
Truong (2011), explores four issues. First, we compare earnings momentum in
Shanghai and Shenzhen to clarify the differences between the speed of investor
responses to earnings news in different markets and discuss the possible causes of
the differences. Second, we compare the earnings momentum of A-shares and B-
shares to analyze the differences between the speed of investor responses to these
types of stocks, and discuss the possible causes. Third, we examine the move of the
pre-announcement price to determine whether there is early information leakage in
China's stock markets, or whether some investors are capable of making prediction.
Fourth, we explore the impact of the 2008 financial crisis on earnings momentum
for China’s stock markets.

This study measures earnings momentum using the data of all companies listed
in the two Exchanges from 2005 to 2013, including 27,996 quarterly earnings
announcements and 2,964,396 observations of daily returns. Following the methods
of Livnat and Mendenhall (2006) and Truong (2011), we estimate the standardized
unexpected earnings (SUEs) as the basis to determine whether the earnings
surprises are positive or negative. The empirical model refers to the OLS
specifications of Della Vigna and Pollet (2009) and Hirshleifer, Lim, and Teoh
(2009). The dependent variable CARE'hk’H)is the cumulative abnormal return (the raw
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buy-and-hold return adjusted using the estimated beta from market model) for stock
k of quarter ¢ during the period from -+ to 7+H, where 7 is the announcement date.

(-30,-2) (-1,-1) (0,1) (2,75)
In other words, we use CAR,, , CAR,, , CAR.,", CAR, ™,
andCAREfOJS) to measure early responses in the previous month, early responses
on the previous day, timely, delayed, and overall responses.

The empirical results show that earnings momentum exists in both Shenzhen
and Shanghai, and earnings momentum in Shenzhen is significantly stronger. The
annual rates of return on the zero-investment portfolios created on the basis of the
phenomena of earnings momentum for Shanghai and Shenzhen are 11.48% and
12.84% respectively. Since the average firm size in Shenzhen is smaller, our results
support the arguments of Foster, Olsen, and Shevlin (1984) and Hong, Lim, and
Stein (2000); i.e., as firm size decreases, earnings momentum increases.

Comparatively, the speed of Shenzhen investors’ response to the earnings
news remains slower when we control the firm size, showing that the factors that
lead to a slower response in Shenzhen are more than the firm size. For example,
Shanghai is the major stock market in China, the proportion of institutional or
professional investors may be relatively higher, and the average professional level
and investment experience of Shanghai investors may be relatively better, resulting
in a faster response in Shanghai. Meanwhile, the speed of response of the
international investor trading market (B-share market) was found higher than that of
the domestic investor trading market (A-share market). During the 2008 financial
crisis, investors in China's stock markets was found to exhibit significant
differences in response to earnings news. These findings support the fact that
investor attributes and market conditions are important factors that shape earnings
momentum.

In addition, we find that the stock prices in Shanghai and Shenzhen respond
earlier, even prior to announcements—implying that information leakages happen
or that some investors can make accurate predictions. If the early response is due to
investors' prediction ability, B-shares, which can be traded by international
professionals, should have a more pronounced early response. Compared to A-
shares, the early response in B-shares was found less pronounced. Moreover, the
early response in Shenzhen was found greater than that in Shanghai, and the early
response during the 2008 financial crisis is greater than any other periods.
Apparently these findings are in support of the information leakage hypothesis. In
comparison, the companies in the Shanghai stock market are not only relatively
larger in size, but also low in information asymmetry. Moreover, their corporate
governance is relatively sound, and the cost of information leakage is relatively high.
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Therefore, the possibility of information leakage is lower in Shanghai. Since B-
shares can be traded by international professionals, managers must be more cautious
with earnings news; as a result, the problem of information leakage can thus be
mitigated. The urgency of obtaining earnings news is higher during the financial
crisis. Without doubt, the possibility of information leakage during the financial

crisis is higher.
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