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ABSTRACT

ThisarticleanalyzestheeffectsofrumorandofficialrumorclarificationonChinesestockreturns
underdifferentrumorconditionsusinganeventstudy.Theresultsarebasedonasampleof832rumor
clarificationannouncementsfromChinaListedCompaniesspanningtheperiodof2015to2017.
Theresultsshowthattheaveragecumulativeabnormalreturnaftertherumoreventissignificantly
positiveinthepositiverumorsampleandneutralsample,andsignificantlynegativeinthenegative
rumorsample.Aftertheclarificationannouncements,wefindtheannouncementseffectiveforthe
positiveandneutralrumorsample,butnotinthecaseofthenegativesample.However,bycomparing
differentclarificationtimesofeachsample,wefindthattheearliertheclarificationtimeis,thesmaller
theimpactonthecompaniesinpositiveandnegativerumorexamples.
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Event Study, Rumor Clarification, Rumors, Stock Price

1. INTRodUCTIoN

Itisdifficulttodisputethatrumorshaveanimportantinfluenceoncorporatevalue,namelystock
prices.Phraseslike“StockXsoaredamidstrumorsof...”canbereadorheardalmostdailyinthe
popularmedia.Inrecentyears,theInternethasprovenaproductiveincubatorofrumors(VanBommel,
2003). Investors exchange information in chatrooms, newsgroups, and message boards. Rumors
canalsospreadthroughwordofmouthornewsletters.Kapfererdefinesarumorastheemergence
andspreadingofinformationinasocietalorganismthateitherhasnotbeenyetpubliclyconfirmed
orbeendeniedbyofficialsources(Kapferer,1996).Atthesametime,theinfluenceofrumorson
thecompanyhasalsobeenincreasinglyconcernedbyresearchersandpractitioners.Therumorsof
listedcompaniescausedabnormalvolatilityinstockprices(LimandKong,2004),increasedthe
operatingriskoflistedcompanies(Kiymaz,2002),andhadacertainimpactonthestabilityofthe
securitiesmarket.

Foralongtime,limitingthespreadofrumorsinonlinesocialnetworks(OSN)hasbeenan
importantbutdifficultproblemtobeaddressed.Therearemainlytwowaystosolvethisproblem
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currently1)blockingrumorsatthemostinfluentialusersorcommunitybridges,or2)spreadingtruths
toclarifytherumors(Wenetal.,2014).Bothmethodsclaimtohavebetterresultsaccordingtotheir
ownconsiderationsandenvironments.However,formostcompanies,itistheeasiestandquickest
way topublishrumorclarificationsannouncements,aswellas the lower technical requirements.
Previousstudieshaveshownthatrumorscanhaveabigimpactonthemarket,resultinginabnormal
fluctuationsinstocksandyieldpositiveabnormalreturns(YangandLuo,2014).However,theexisting
researchseldominvolves theperformanceof thecompany’sstockpriceafter theclarificationor
denialofrumors.Thisstudythereforeattemptstoinvestigatethevalidityofthestockmarketafter
thecompanyclarifiestheannouncement.

Empirical research shows that stock prices react differently to company news accordingly
concerningcorporateormarketconditions(BelowandJohnson,1996;DockingandKoch,2005;
Lee,Kuo,andYen,2011;MianandSankaraguruswamy,2008).Inrecentyears,agrowingnumber
ofresearchersarebeginningtopayattentiontotheimpactofnewsonthecompany,suchasreducing
informationasymmetrybetweenshareholdersandfirmstoimprovetheefficiencyoffinancialmarkets.
Meanwhile, the financialmarket isan idealplace for rumorsand theirdissemination forseveral
reasons:thenumberofparticipantsislimited,theactorsareallexpertsinthefieldandfloodedwith
news,timeiscrucial,andafinancialriskisalwaysinvolved(Schindler,2003).Asaresult,research
onrumorsandrumorrestrictinginthefinancialmarketshasbeenincreasinglyconcernedbyscholars.

Forthefollowingthreereasons,ourresearchfocusesonadevelopingcountry,China.First,the
securitiesmarketinChinaisfullofrumorswhichareeasiertocollect.Therearealargenumberof
speculatorsinChina’sstockmarketandtheybelievetherearealotofinformationleakageandinsider
transactionsinthestockmarket;therefore,itisreasonablefordomesticinvestorstotakerumorsinto
accountintheirequityinvestmentdecisions,incontrasttoinvestorsinmarketswhereinformation
leakageisstrictlyforbidden.Inaddition,inthecaseofasymmetricinformation,speculatorshavean
incentivetoinfluenceinvestors’decisionsbycreatingandspreadingrumors.

Second,startingin2007,theChinaSecuritiesRegulatoryCommission(CSRC)issuedanewrule,
theAdministrativeMeasuresonInformationDisclosurebyListedCompanies,whichappliestoall
firmslistedontheShanghaiStockExchange(SHSE)andtheShenzhenStockExchange(SZSE).It
stipulatesthatallthelistedcompaniesshouldpromptlyclarifyrumorannouncementwhenthereare
rumors.Theimplementationofthisnewrulesandregulationsprovidesanidealwaytoobservethe
influenceofrumorclarificationontheperformanceofthecompany’sstockpriceusingevent-analysis.

Third,thispaperextendstheanalysistotheChinesestockmarket,whichisdifferentfromthe
otherdevelopedcountries’stockmarket,includingbothShanghaiandShenzhenStockExchanges
andprovidesnewinsightsintodevelopingequitymarkets.Thereareonlyafewinstitutionalinvestors
inChina’sAmarketswithalargenumberofindividualinvestors(Green,2003).Oneofthebiggest
problemsfacingtradersislackoftransparency.Thecorporateannouncementrequirementsoflisted
companiesinChinaareneitherperfectnorwelldeveloped,andsignificantlylesscomprehensive
compared with the financial markets of developed countries. Therefore, the trading behavior of
investorsinChinafinancialmarketisinconsistentwiththoseinotherdevelopedmarkets.Byfollowing
themarketconsensus,investorscanmakeinvestmentdecisionsaccordingtootherswhomaybemore
awareofthedevelopmentofthemarket.GiventhegrowingsignificanceofChina’sstockmarket,
alongwithitsuniquemicrostructurefeaturesandtraderscopingwithaCommunist(butincreasingly
marketoriented)government,itisimportanttounderstandhowtradersinChinesemarketsinthis
processoftransitionbehave.

Ourpaperconcentratesontheeffectofrumorclarificationaswellastherumorsthemselves;
thisisquitedifferentfrompreviousresearchthatfocusessolelyonrumorsorrumorclarifications.
Theefficientmarkethypothesis(EMH)suggeststhatstockpricesinstantaneouslyreflectchanges
infundamentals.Accordingly,weexpecttofindexplicitevidencethatwhenrumorsturnouttobe
false,stockpricesplummetrightaftertheannouncement.However,applyingtheEMHtoinvestigate
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investors’behaviorsindifferentmarketconditions,wehypothesizethatmarketconditionsmatter
whenaninvestorrespondstorumorclarificationevents.

2. LITERATURE REVIEw

Theimportantinfluenceofrumorsandtheirdisseminationoncompanieshasattractedtheattention
ofresearchersandmanagers(Pittel,1987;Kimmel,2013;Kostka,OswaldandWattenhofer,2008),
and themostdirect response to thiseffect is theabnormal fluctuations in the stockpriceof the
company (Başci,ÖzyildirimandAydoǧan,1996).Financialmarketshavealwayshada flair for
rumors,becauseonthetradingfloorallactionisbasedonnews.Knowingmorethanothermarket
participantscanleadtomoneyprofits.Thetradersmaygambleiftheybelievetherumorreflectsthe
truth,butevenifit’snotthecaseitcanleadtofinancialconsequences.Rumorsinfinancialmarkets
areseenasasubstitutefornews.Newsinfinancialmarketsisabsolutelycritical.Therefore,inthe
absenceofnewssomethingissimplyinvented.Inatense,stressfulworkingatmosphere,alltraders
operatewithhigh-poweredantennas.Investors’concernsaboutasymmetricinformationcanleadto
stressandanxiety(Tetlock,2010).Inthesesituations,theyneedtoconfirmtheauthenticityofnews
andinvestmentstrategyofothers.Asymmetricinformationisoftenaccompaniedbyspeculationin
securitiesmarketandwhatfollowedistheformationaclassicalformofrumorevolvement,namely
rumorsspread.Asaresult,thestockpricefluctuatesabnormallyduetothedifferentinformationof
eachstockholder.

Throughtheresearchmethodofthequestionnaire,Schindlerfoundthatrumorsareverydifferent
withinformationinfinancialmarket(Schindler,2007).1)Rumorsaregoodforshort-termtrading.In
thesurvey,morethan80%oftherespondentsindicatetheexistenceofrumorswillbeconsideredin
theirinvestmentdecisionsbutit’sdifferentwithverifiedinformation.Theirexplanationisthatrumors
areusuallyshort-livedandthereforearetradedonformuchshortertimespansthaninformation.2)
Thedegreeoftruthistheonlyuncertainvariablewithrumors.Theparticipant’sopinionisclear.
70%oftherespondentsindicate“incomparisontoinformationonesimplydoesn’tknowiftherumor
isgoingtobetrue.”Theanswerswiththenextlowerpercentagesare“thereisnodifference”with
9%and“theyhavenothingincommon”with8%.Thisdifferenceinattitudetowardsrumorsforms
differentsecuritiesinvestmentdecisions.

Inthefaceofrumors,companiesoftenissueclarificationannouncementstodealwiththem.
However,therearefewstudiesontheclarificationoftherumorsatpresentanditisnecessaryto
studytheclarificationeffectoftheclarificationannouncement.Theresearchontheeffectofrumor
clarificationismainlyfocusedonthemethodsofpsychologicalexperiments.ThestudyofBordia
andDiFonzo’sprovidedsomesupportfortheeffectivenessofdenialswithstrongargumentsandan
anxiety-alleviatingtoneinreducingrumor-relatedbeliefandanxiety.Theeffectsofdenialwording
andsourcecredibilitywerevisibleforparticipantswhoperceivedhighpersonalrelevanceofthetopic
(Bordiaetal.,2005).Atthesametime,effectofsourcehonestyandappropriatenessoneffectiveness
ofrumordenialwastested.Whenthesourcewasperceivedashighonhonesty,thedenialwasmore
successfulinreducingbeliefandanxietyassociatedwiththerumor.Honestyandappropriateness
hadanadditiveeffect,suchthatthedenialwasmostsuccessfulinreducingbeliefwhenthesource
wasperceivedashighonbothhonestyandappropriateness(Bordia,DiFonzoandSchulz,2000).
Koller’sresearchsuggestingthatwithknowledgeoftheinitialrumorthepositiveadvertisingstrategy
issuperiortotherebuttalstrategyinloweringsubjects’susceptibility(Koller,1992).Tyboutand
Caldershowthatapositivewayofcommunicatingwithacompanycanbetterclarifytherumorthan
thedirectnegationoftherumor(Tybout,CalderandSternthal,1981).

Throughtheanalysisofthecurrentliterature,wefindthattherearesomeshortcomingsinthe
existingresearch.Ononehand,relevantresearchesonrumorsandrumorclarificationsinthefinancial
marketarecarriedoutseparatelyandourresearchextendsthescopeoftheestablishedliteratureby
examiningtheinfluenceofrumorandrumorclarificationonstockmarketduringthe2015-2017.On
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theotherhand,thereareveryfewstudiesonthedevelopingcountrieswhichhaveverybigdifference
withdevelopedcountriesinfinancialmarketenvironmentsuchastraders,competition,cultureand
education,andallthiscanaffectthemechanismofinformationvaluecreation.Asthelargestdeveloping
countryintheworld,themarketvalueofChina’slistedcompanieshasleapedintothesecondplace
intheworld,whichhasanimportantimpactontheworldeconomy.Atthesametime,therearefew
researchesontheimpactofrumorsonstockpriceperformancewithChinesecompanies.

3. SAMPLE SELECTIoN PRoCEdURE ANd STATISTICAL METHodoLoGy

3.1. Sample Selection Procedure and data description
Theobjectiveofthisstudyistoanalyzethestockpricebehaviorandtheimpactofrumorandrumor
clarificationannouncedbyfirmsonthecorporatevalue.Toaccomplishthisobjective,wesearched
thewinddatabasewhichisaleadingfinancialcompanyprovidesfinancialdata,informationand
softwareservicesinChinaoverthethree-yearperiodfrom2015to2017,fornewsarticlesabout
firms announcing to clarify rumors. After searched the announcement module of Shanghai and
Shenzhenlistedcompanies,weobtained918rumorclarificationannouncementsintotal,including
mainboardlistedcompany,smallandmediumboardlistedcompanyandgrowthenterprisesmarket
listedcompany.Thedataincludesecuritiescode;securitiesname;thedateoftherumorappear;the
characteroftherumor(negative/positive/neutral);thedayofrumorclarificationfromfirmsandthe
specificcontentoftheannouncement.

Afterwegotthe918rumorclarificationannouncements,wecheckedthestocktradingofthis
listedcompaniescorrespondtotheannouncementsandeliminatedsomeofthedatawhichisnot
conformingtoconditions.Ononehand,weexcludedthecompanydatathathasaparticularlyshort
listingtimeinthemarket.Forexample,HuidaWeiyu(stockcode:603385)wasfirsttradedonthe
ShanghaiStockExchangeonApril5,2017andonlyafter12dayslater,namelyonApril17,2017,
HuidaWeiyureleasedanannouncementtoclarifyitsrumor.Becauseofthesignificantpremiumeffect
(Chen,FirthandKim2004;Schenone2004)ofshorttime-to-marketequities,weexcludedthisportion
ofthedatatoavoidaffectingnormalestimates.Ontheotherhand,weexcludedtheannouncements
datathatthecompany’sstockisinastateofsuspensionwhenthecorporateannouncesitsclarification
announcement.Forexample,LeTV(stockcode:300104)suspendedmorethan9monthsfromApril
17,2017toJanuary24,2018andduringthistime,therumorclarificationannouncementdatahave
beenremovedreleasedfromLeTV.Atlast,832qualifiedannouncementsampleswerescreenedout,
including463negativerumors,104positiverumorsand265neutralrumors.Thedistributionof832
rumorannouncementdataovertimeisshowninTable1.

AccordingtothenatureofthekeylexiconandrumorofWinddatabase,itdividestherumors
into positive, negative and neutral rumors. The key lexicon of positive rumors includes more
profitable,turnlossintoprofit,signedorders,reorganizedassets,be“backdoor”listed,researchand
developmentofnewtechnology,getmoremarkets,buildanewfactory, introductionofstrategic
investors,overalllisting,acquisitionofassetsandassetinjectionetc.Thekeylexiconofnegative

Table 1. Distribution of rumor data over time

Year Negative Positive Neutral Full Sample

2017 175 45 107 327

2016 128 27 89 244

2015 160 32 69 261

Total 463 104 265 832
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rumorsincludesviolation,manipulation,illegal,false,falsestatement,inflated,fraud,cheat,forgery,
acceptbribes,bribe,corruption,invadeandoccupy,breachofprivilege,lossofstateassets,smuggling,
misappropriationoffunds,embezzlepublicfunds,commitacrime,taxevasion,detain,takeinto
custody,arrest,passasentence,concealmentof importantmatters,misleadingstatement, insider
dealingandstrippedofPartymembershipandexpelledfrompublicofficeetc.Thedatabasewill
classifyitasaneutralrumorthatcannotdeterminewhetherrumorswillhaveapositiveornegative
impactonthemarket.Forexample,therumorofreplacingmembersoftheboardofdirectorsbythe
shareholders’meetingofthecompanywillbeaneutralrumor.

AsshowninTable1,thenumberofnegativerumorsofListedCompaniesinChinaismuch
morethanthatofpositiverumorsfrom2015to2017.Becauseourrumorsdatacomefromtherumor
clarificationannouncementsof listedcompanies, thissituationmaybedue to thefact that listed
companiesaremoreactiveinclearingnegativerumorsthanpositiverumors.

3.2. Statistical Methodology
Inthisresearch,weuseevent-analysismethodswhicharecommonlyemployedintheaccounting
andfinancetostudytheimpactofrumorandofficialclarificationannouncementsoncommonstock
pricesovertheperiod2015–2017.Theeventofinterestedinourstudyistheannouncementofarumor
clarificationbyacompany.Accordingtofinancialtheory,anannouncementwithnewinformation
willcausechangesinthefinancialmarketforshowingtheattitudeofinvestors.Bycomparingthe
normalreturnsofsecuritiesandtheabnormalreturnsafterevents,wecancalculatetheimpactof
eventsonstockmarketusingeventanalysis.

Weassumethatdailycommonstockreturnsaredescribedbythemarketmodel,whichisbased
onthecapitalassetpricingmodel(CAPM)(EltonandGruber,1997)whichisthemostwidelyused
methodtoestimatethereturnsonafirm’sstock.Themarketmodelisspecifiedasfollows:

R R
it i i mt it
= + +α β δ  (1)

where:

Rit=rateofreturnforfirmiondayt
Rmt=rateofreturnonthemarketportfolioondayt
αi, βi=parameterstobeevaluatedforfirmi
δit=randomperturbationtermforfirmiondayt

Each firm in the832samples is estimatedwithcapital assetpricingmodelusing200daily
returnswhichisfromthewindfinancialdatabase.Theannouncementdaydefinedasday0andthe
daybeforeannouncementdayisday-1andsoon.Rmtismarketrateofreturnanditcanbereplaced
bycapitalization-weightedstockmarketindex(CSI300Index)designedtoreplicatetheperformance
oftop300stockstradedintheShanghaiandShenzhenstockexchanges.Theabnormalreturn(AR
andalsocalledexcessreturns)forstockofcompanyioneventdaytarecomputedastheFormula(2):

AR R R
i i mtit it

= − + α β )  (2)

where:

α
i
,β

i
=CAPMmodelparametersofcompanyi
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Thecumulativeabnormalreturnintheeventperiodofdayxanddayy,iscomputedas:

CAR x y AR
i x

y

i t
,

,( ) =
=
∑  (3)

4. THE IMPACT oF RUMoR oN SToCK PRICE

4.1. Research Hypothesis
Rumorsdonotjustfilluptimearoundthewaterfountain.Theycandrainproductivity,reduceprofits,
createstressintheworkplace,orsullyacompany’simage(DiFonzo,BordiaandRosnow,1994).
Somerumorstearatacompany’scredibility,particularlythenegativerumors,withbothpersonnel
andcustomers.Othershavecatapultedfirmsintofinancialdisaster.Accordingtotheresearchof
Schindler,whenthereisarumorappeared,mostpeoplewillwaitandsee,andtheyfollowother
people’srumorattitudetoadjusttheinvestmentstrategy(Schindler,2007).Whenthereispositive
rumor,someinvestorsexpectthestocktogoupandbuy.Asaresult,alargenumberofinvestorswill
followupandformaherdeffect,causingthestockpricetorise,thusgivingtheseinvestorspositive
stockabnormalreturns.Onthecontrary,whenthereisnegativerumor,someinvestorsexpectthat
thestockwillfallandsell.Asaresult,alargenumberofinvestorswillsellitsubsequently,causing
thestockpricetofallsothattheseinvestorswillobtainanabnormalnegativereturnonthestock.
Theemergenceofneutralrumorswithoutspecialinformationwillnotaffectinvestors’investment
behavior.Basedontheaboveanalysis,thisstudyproposesthefollowingassumptions:

H1a:Thenegativerumorwillhaveanegativeimpactonthevalueofthecorporation.
H1b:Thepositiverumorwillhaveapositiveimpactonthevalueofthecorporation.
H1c:Theneutralrumorwillshowweakornon-existentimpactonthevalueofthecorporation.

4.2. Research Results
Whatthissectionshowsistheresultsoftheinfluenceofrumorsonthefirm’sstockpriceperformance
withdifferenttypesofrumornature.Weillustratethetwoaspectsofthedescriptivestatisticalresults
oftheabnormalreturnsandtheresultsofZtestrespectively.

AtimelineinthispartofresearchisrepresentedintheFigure1.Selectionofthelengthofevent
periodandestimationperiodisbasedonpreviouseventstudiesandinstitutionalfactors.Accordingly,
thisstudyusedeventperiodbetweentherumorsappeardayandthedaybeforetheclarificationday.

InTable2,noticethatforrumorsofdifferentnatureofcumulativeexcessreturnsisallsignificantly
differentfromzerobetweentheeventperiods.Indifferenttypeofrumors,bothpositiveandneutral
typesaresignificantlydifferentfromzerowithpositivecumulativeabnormalreturn.Specifically,the
averagecumulativeexcessreturnsintheeventperiodsforthepositiverumorsampleandneutralrumor
sampleis2.08%and1.21%,respectively.Inotherwords,thepositiverumorsinducegreaterreactions
instockmarketthanneutralrumor.Fromtheresultabove,wecanseethattheresearchhypothesis

Figure 1. Estimation and event period
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H1bissupported,butnotinthecaseofH1c.Forthenegativerumorsample,thecumulativeexcess
returnissignificantlydifferentfromzerowith-1.09excessreturns,whichmeansthatthehypothesis
H1apassedtheverification.

5. THE IMPACT oF RUMoR CLARIFICATIoN oN SToCK PRICE

5.1. Research Hypothesis
Inrecentyears,thepositiveinfluenceofnewsmediaonfirmperformanceorcorporategovernance
havereceivedextensiveattentionofresearchers(Dyck,MorseandZingales,2010;Dyck,Volchkova
andZingales,2008;Joe,LouisandRobinson,2009;Peress,2014),suchasimprovingtheeffectiveness
of financial markets (Tetlock, 2007), or reducing information asymmetry between investors and
companies(Busheeetal.,2010;FangandPeress,2009;Peress,2014).Atthesametime,shareholders
offirmsexpecttogetthecompanyinformationformnewsmediawhichiseasytoacquire,andthe
otherusefulinformationisdifficulttogetonthemselves.InthedevelopingfinancialmarketofChina,
theinformationasymmetryisparticularlylargebetweencompaniesandinvestorsandthissituation
alwayscausingmanipulationofstockpricesandinsidertrading(Chakravarty,SarkarandWu,1998).
Inordertoeliminatetheimpactofsuchinformationasymmetrycausedbyrumorsonenterprises,
manyfirmsdothisbyreleasingclarificationannouncements.

Whenthelistedcompanyissuedaclarificationannouncementforpositiverumors,theinformation
that supported theprice risedidnotget the approvalof the company,which to a certain extent
underminedinvestorconfidenceinthevalueofthecompany.Andinvestorswhoareholdingrumored
corporate’stockhaveastrongerincentivetoevaluatethetruthoftherumorsandbelievethecompany
hasdeniedpositiverumorscausingariskofafallinstockprices.Accordingtothedispositioneffect
theory(ShefrinandStatman,1985;WeberandCamerer,1998),investorsarerisk-aversewhenthey
areprofitable.Thatistosay,iftheinvestorcontinuestoholdtheshares,thesubsequentdeclineof
stockpricewillreducethegainsalreadyobtained,resultinginalossofrevenue.If theinvestors
choosetosellthestock,theycangetacertainstockreturnthathasbeenaccumulated.Accordingto
thedeterministiceffecttheory(Sontag,2013)inprospecttheory,investorsthatreceivedabnormal
returnschoosetoselltheirsharesbetweensellingoffthestockforacertainearningsandcontinuing
toholdthestock,leadingtoalossofreturn.Sinceinvestors’expectationofprofit-makinginselling
stocksisthebestchoiceforrationality,investorswillinevitablysellalargenumberofshares,resulting
inadropinstockpriceandapositivecumulativeabnormalreturn.Fortheneutralrumorsthatdo
nothaveaspecialinformationimpactonstockprice,cumulativeabnormalreturnsofstockdueto
herdingeffectwilldisappearasannouncementsofrumorclarificationsarereleased.Basedonthe
aboveanalysis,thisstudyproposesthefollowingresearchhypotheses:

H2a:Forthepositiverumors,theannouncementofclarificationcaneliminatetheeffectsofrumors.
Thepositivecumulativeabnormalreturnsaftertheannouncementwilldisappear.

Table 2. Cumulative abnormal returns for different rumor category

Rumor Nature b Cumulative Abnormal Return (%) Z-Valuea

NegativeRumor(463) -1.09 -5.34***

PositiveRumor(104) 2.08 4.83***

NeutralRumor(265) 1.21 4.47***
aZ-statistic is under the null hypothesis that the average excess return is zero.
bSample sizes are in parentheses
** p < 0.05, *** p < 0.01
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H2b:Forneutralrumors,theannouncementofclarificationcaneliminatetheeffectsofrumors.The
cumulativeabnormalreturnsaftertheannouncementwilldisappear.

In recent years, unscrupulous behaviors of listed companies in China (such as oil spills in
the Bohai Sea, melamine incidents, clenbuterol event, etc.) and by large shareholders between
relatedpartytransactionsandprofittransfer,assetsreorganizationandotherbehaviorstodamage
theinterestsofsmallshareholders,causingaseriouscrisisoftrustinlistedcompanies.Negative
informationismorelikelytoattractinvestors’attentionthanpositiveinformation,andinvestorsare
morelikelytoincorporatenegativeinformationintodecision-makingandrespondmorestronglyto
negativeinformation(Pfarrer,PollockandRindova,2010).Alargenumberofresearchesincognitive
psychologyshowthatthereisawidespreadnegativebiasinindividualdecision-making.Thatistosay,
comparedwithpositiveevents,individualswillpaymoreattentiontonegativeeventsandgivethem
moreweightindecision-makingandevaluation(RozinandRoyzman,2001).Accordingtothetheory
ofprospect,weknowthatinvestorsarelossaverse,thatis,investorsaremoresensitivetothesame
pain(loss)thanthesamepleasures(gains).Therefore,fornegativerumors,toavoidthepaincaused
bytheloss,investorsreactedtothecompany’snegativerumorsbymakingradicalreactions,suchas
sellingstocksinlargequantities,resultinginadecreaseinstockreturns.Whenthelistedcompany
tries to clarify thenegative rumorsby clarifying the announcement, investors areuntrustworthy
aboutthecompany’sdisclosedinformation(Jia,RuanandZhang,2017).Theyeventhinkthatthe
listedcompanyishidingtherealinformation,causinginvestorsnotrespondedtotheclarification
announcement.Basedontheaboveanalysis,thisstudyproposesthefollowingresearchhypotheses.

H2c:Fornegativerumors,theannouncementofclarificationcannoteliminatetheeffectsofrumors.
Thecumulativeabnormalreturnsaftertheannouncementwillcontinuetodecline.

5.2. Research Results for the Full Example
Itisinterestingtoexaminetherumorclarificationeffectsoffullnegative,positiveandneutralrumors
exampleinlistedcompaniesinChinausingmorerecentdata.Whatthissectionshowsistheresults
ofthefullexampleofrumorclarificationannouncementonthecompany’sstockpriceperformance.

WecanseeinTable3,forthefullexampleofnegativerumor,positiverumorandneutralrumor,
thecumulativeabnormalreturnsaftertherumorclarificationannouncementsshowdifferentfeatures

Table 3. Cumulative abnormal returns after rumor clarification over time

Cumulative Abnormal 
Returns

Negative Rumor Positive Rumor Neutral Rumor

Mean Z-Value Mean Z-Value Mean Z-Valuea

CAR[T,D+0]b -1.252
(463) -4.36*** 2.605

(104) 4.28*** 1.294
(265) 3.39***

CAR[T,D+1] -1.586
(463) -4.74*** 2.480

(104) 3.50*** 1.024
(265) 2.30**

CAR[T,D+2] -1.697
(463) -4.59*** 2.878

(104) 3.68*** 0.765
(265) 1.56

CAR[T,D+3] -1.929
(463) -4.71*** 2.860

(104) 3.30*** 0.544
(265) 1.00

CAR[T,D+4] -1.968
(463) -4.25*** 2.578

(104) 2.95*** 0.372
(265) 0.60

aZ-statistic is under the null hypothesis that the average excess return is zero.
bT is the rumor day and D is the rumor clarification day.
*p<0.1, ** p<0.05, *** p<0.01
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overtime.Theclarificationsfornegativerumorshavenoeffectandthestock’searningscontinueto
deterioratewithmoreandmoresignificantfeatures.Thatistosay,theH2cissupported.Themean
valueofCARafterpositiverumorclarificationremainsverysmallchangeandthepositivecumulative
abnormalreturnsdonotriseaftertheclarificationannouncementanymore1,whichmeansthatthe
hypothesisH2aissupported.Whenitcomestotheneutralrumorexample,theresultshowsthatafter
theclarificationthemeanvalueofpositiveCARkeepadownwardtrendandatthesametime,the
Z-valueoftheCARisalsofalling,andfromsignificanttonotsignificant.TheH2bissupportedas
well.FromFigure2,wecanseethetrendofmeanvalueofCARindifferenttypesofrumorexamples
aftertheclarificationdaymoreintuitively.

Throughtheanalysisofthefullsamplesofrumorclarificationinthearticleabove,wehave
obtainedsomeresearchresults.However,duetothelackofsamplecompaniesthatdidnotclarify
the rumors, therewasno reference to thecontrolgroup. In the realmarketenvironment, almost
alllistedcompanieswillhaverumors,andtheywillclarifysomeoftherumors,resultinginthis
researchisdifficulttoreallygetacompanysamplethathasrumorsbutnotreleaseannouncement
ofrumorclarification.However,intheresearchdatacollatingprocess,wefoundtherearedifferent
timelagsbetweenthetimeforappearingoflistedcompanyrumorsandthetimeforthepublication
ofclarificationsforrumors.Thisdiscoveryprovidesthepossibilityfortheconstructionofacontrol
groupforthisstudy.

Wedividethefullsamplesintothreegroupsaccordingtothedifferenceofthetimeoftherumor
clarification:C1,whichmeansthatthecompanyissuestheclarificationannouncementwithinoneday
aftertherumorday;C2,whichmeansthatthecompanyreleasestheclarificationannouncementon
theseconddayofrumordayandC3,whichmeansthatthecompanyissuestheannouncementmore
thantwodaysaftertherumorday.Throughthiswayofsettingupthecontrolgroup,weexaminethe
sampledifferencesatdifferentclarificationtimes.

5.3. Research Results for the Negative Rumor Clarification Example
In this part, we show the effect of negative rumor clarification on the stock price in different
clarificationtimeintervalsaftertherumor.Weillustratethetwoaspectsofthedescriptivestatistical
resultsoftheabnormalreturnsandtheresultsofZtestrespectively.

Figure 2. CAR after rumor day for full example over time
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Table4reportsthemeanvalueandZvalueoftheCARofdifferentnegativerumorsamples.
From the table, we can know that after the negative rumor clarification day, the mean value of
CARforthreegroupsareallshowatrendofgradualdeclineandthisphenomenonalsoconfirms
theconclusionsofthestudyabove.However,wecanclearlyfindthedifferencesbetweendifferent
groupsovertime.Foreveryday,afterthenegativerumorday,thenegativemeanvalueofCARfor
companiesissuingannouncementwithinoneday(C1)isgreaterthanthatofthesecondday(C2),which
isgreaterthanthatofmorethantwodays(C3).Thatistosay,aftertherumorscameup,releasing
clarificationannouncementsearlierthanclarificationannouncementslatecouldmitigatetheimpact
onthecompany’sshares.Atthesametime,theZvaluesoftotalexcessreturnsineachgroupsare
turntonotsignificantlydifferentfromzerofromsignificantlyatthebeginning.FromFigure3,we
canmoreintuitivelyseethetrendofCARchangesforeachgroupovertime.

5.4. Research Results for the Positive Rumor Clarification Example
Whatthissectionshowsistheresultsoftheinfluencetomarketvalueaftertherumordayforthe
positive rumor indifferentannouncement times.We illustrate the twoaspectsof thedescriptive
statisticalresultsoftheabnormalreturnsandtheresultsofZtestrespectively.

Table 4. Cumulative abnormal returns after rumor day for negative rumor

CAR
Rumor Day(0) D(0,1) D(0,2) D(0,3) D(0,4) D(0,5)

Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value

C1

-0.932
(463) -4.35***

-0.667
(295) -2.07** -1.053

(295) -2.64*** -1.404
(295) -2.25** -1.608

(295) -2.28** -1.555
(295) -1.27

C2
-2.017
(168) -3.68***

-1.200
(75) -1.64* -1.715

(75) -1.86* -1.763
(75) -1.09 -1.772

(75) -0.54

C3 -2.868
(93) -3.42*** -2.388

(93) -2.32** -2.551
(93) -1.96** -2.515

(93) -1.03

aZ-statistic is under the null hypothesis that the average excess return is zero.
bSample sizes are in parentheses.
*p<0.1, ** p<0.05, *** p<0.01

Figure 3. CAR after rumor day for negative example over time
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In Table 5, we notice that most companies, more than 70%, chose to issue a clarification
announcementwithinoneday,amongthecompaniesthatchosetoclarifyapositiverumor.Specifically,
companieswhichchosetoissuetheclarificationannouncementintheseconddayandmorethantwo
daysis16.35%and12.50%inourresearchsample,respectively.

Atthesametime,wecanseetheC1sampleoftotalexcessreturnsareallsignificantlydifferent
fromzeroeachdayaftertherumordayandthemeanvalueofCARshowssmallchangeafterthe
clarificationday,namelythesecondday.InthetypeofC2andC3,whichclarificationtimeislater
thanC1,themeanvaluesofCARcontinuetoriseuntiltheclarificationdayandthemeanvalueof
totalaverageexcessreturnsexceeded5%inthesampleofC2andC3intheend.Inotherwords,
choosingaquickclarificationofpositiverumorscanreduceabnormalfluctuationsinstockprices.
FromFigure4,wecanseetheresultsmoreintuitively.

5.5. Research Results for the Neutral Rumor Clarification Example
Whatthissectionshowsistheresultsoftheinfluencetomarketvalueaftertherumordayforthe
neutral rumor in different announcement times. We illustrate the two aspects of the descriptive
statisticalresultsoftheabnormalreturnsandtheresultsofZtestrespectively.

From Table 6, we know that for China listed companies, clarifying the neutral rumors can
eliminatetheimpactofrumorsonthestockpriceofthecompany.Wecanseefromallgroups(C1\

Table 5. Cumulative abnormal returns after rumor day for positive rumor

CAR
Rumor Day(0) D(0,1) D(0,2) D(0,3) D(0,4) D(0,5)

Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value

C1

2.283
(104) 4.11***

3.089
(74) 4.19*** 2.970

(74) 4.03*** 3.263
(74) 3.94*** 3.264

(74) 3.46*** 3.238
(74) 3.26***

C2
2.737
(30) 2.02**

4.650
(17) 1.64* 5.1452

(17) 1.78* 5.070
(17) 2.02** 5.269

(17) 1.73*

C3 4.308
(13) 1.73* 4.700

(13) 1.42 4.738
(13) 1.65* 5.621

(13) 1.35

aZ-statistic is under the null hypothesis that the average excess return is zero.
bSample sizes are in parentheses.
*p<0.1, ** p<0.05, *** p<0.01

Figure 4. CAR after rumor day for positive example over time
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C2\C3)thattheoverallmeanvalueofaverageexcessreturnsisdecreasingaftertheneutralrumor
clarificationannouncementsandtheZ-valuesofCARinthreegroupsarenotsignificantintheend
ofourresearchtime.However,whentheclarificationtimefortherumorswasdifferent,wedidnot
findanyregularityinouranalysis.Inotherwords,thereisnosignificantdifferenceintheclarification
effectofchoosingneutralrumorsatdifferenttimes.Inourresearchsample,thecompanieschoosing
toclarifytherumorswithinoneday,intheseconddayandmorethantwodaysare74.34%,19.25%
and6.52%,respectively.Figure5ofCARafterrumordayforneutralexampleovertimeisasfollows.

6. CoNCLUSIoN ANd LIMITATIoNS

Thisstudyhasexaminedtheresponsesofstockpricetorumorsandofficialannouncementsofrumor
clarificationwithChinaListedCompaniesspanningtheperiodof2015-2017.Wealsoinvestigated
whether, in addition to the types of different rumors and the types of rumor clarifications, this
informationwillincreasethemarketvalueofthefirmandtheeffectchangesovertime.Inanalyzing
thefullsampleof832rumors,theresultsindicatepositiveeffectsofpricewith2.08%and1.21%
averageexcessearningsforpositiverumorsandneutralrumorsintheeventperiod,aswellas-1.09%
cumulativeabnormalreturnsforthenegativerumorsample.Aftertherumorclarificationoffirms,
wefindpositiveeffectforthepositiveandneutralrumors,butnotinthecaseofnegativerumors.

Table 6. Cumulative abnormal returns after rumor day for neutral rumor

CAR
Rumor Day(0) D(0,1) D(0,2) D(0,3) D(0,4) D(0,5)

Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value Mean Z-Value

C1

1.302
(265) 4.66***

1.262
(197) 3.62*** 1.153

(197) 2.35*** 0.937
(197) 1.82* 0.692

(197) 1.18 0.224
(197) 0.35

C2
1.546
(68) 1.9,4*

1.214
(51) 2.33*** 1.081

(51) 1.89* 1.041
(51) 1.55 0.549

(51) 1.03

C3 1.032
(17) 1.91* 0.967

(17) 1.87* 0.314
(17) 1.66* 0.495

(17) 1.32

aZ-statistic is under the null hypothesis that the average excess return is zero.
bSample sizes are in parentheses.
*p<0.1, ** p<0.05, *** p<0.01

Figure 5. CAR after rumor day for neutral example over time
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Consistently,wefindthatthesooneraclarificationannouncementisissued,themorelikelyitis
toreducetheabnormalvolatilityofthestockpriceforpositiveandnegativerumorsample,butnot
applicableforneutralsample.

Akintootherstudies,thisstudyisnotwithoutlimitations.First,weonlycollectlimitedsample
forourstudy.Thereisnolarge-sampleabouttherumorinformationdatasetinChina,sothisstudy
wascompelledtouselimitedsampledatafromChina,hencethiscouldleadtoerrorsoftooearly
generalization.Second,thelackofcompanysamplesthatdidnotclarifytherumorsledtotheabsence
ofamoreintuitivecontrolgroup.

Future research could pursue several other directions. First, it could explore the impact of
clarificationannouncementonfirmswhentherumorscomefromdifferentsources,suchaswhetherthe
rumorscomefromauthoritativemedia.Moreover,futurestudiescouldprovideadvisestofirmsfacing
therumorsandcouldprovideevidencewhenandhowtoclarifytherumorswillhaveabesteffect.
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1 Afterreleasingapositiverumorclarificationannouncement,wecalculatedthedailyCARofpositive
rumors[D(1),D(2),D(3),D(4)]andfoundthattheZ-valueisnolongersignificant.
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