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Table 1 The number of days between the release date of rumors and clarification announcements

LB 1 Fil s 11 F b1 1)

5] i R R) AR () Hitb( %) AL () ritb( %) A () A %)
0 17 2.95 8 2.59 9 3.36
1 234 40.55 112 36.25 122 45.52
2 109 18.89 63 20.39 46 17.16
3 76 13.17 29 9.39 47 17.54
4 56 9.71 34 11.00 22 8.21
5 31 5.37 23 7.44 8 2.99
6 18 3.12 15 4.85 3 1.12
7 11 1.91 8 2.59 3 1.12
8 8 1.39 5 1.62 3 1.12
9 2 0.35 2 0.65 0 0.00
10 2 0.35 1 0.32 1 0.37
11 4 0.69 1 0.32 3 1.12
12 2 0.35 2 0.65 0 0.00
15 1 0.17 1 0.32 0 0.00
16 1 0.17 1 0.32 0 0.00
17 3 0.52 3 0.97 0 0.00
21 1 0.17 1 0.32 0 0.00
22 1 0.17 0 0.00 1 0.37

Mgt 577 100. 00 309 100. 00 268 100. 00
SEEIRIRR RA( R) 2.67 3.00 2.27
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Table 2 Variables definition
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TR CLAREFFECT | V555N B4 8 A P i Gk 30 i LK (6)
2.3 EENZT VAIH A w45 ) AE I 2R A pu sk B ik 88, i 55l

TR L ARSOR HS PERFgT i ) AT
5, BN w A [ R AT H AT 10 325y H NI BSE
AR RS S aca R E S sk
g R 5 BRI AU R AR A 25 A% [ A A B
F/NT O, T 3 A A% T e A H R 25K 0, )

G ARG 2 5 & SOH TR 1 BT

S TR 2, 7% SC % FH 195 A S SE A 280 AT A
BP0 A7) FIRERY( 8) R, A SCHR e
CAR,(0, 1) (A R E o, F1 B, W o, F1 B,
BRI 552 25 3 ST RE 4 WAL [ 69 K AR




%63

w DO AFMEE BEAE

ELLEs

by—k F I 2552 5y W IESsS — 97 —

H I, H 2 % ) & AR 0 3228 28 5 52 AR 1A
SRS, AT DA SRR 2 AR
ABSS1,(-3,-1) = a, + o, CAR,(0,1) +
awCAR( -3, -1) + (7)
aABVOL,( -3, - 1) +e&,
ABSS2,( -3, - 1) =B, +B,CAR(0,1) +
B,CAR(-3, - 1) + (98)
B;NORMRELSS, + &,
XF AR 3, A S S i = 4 0 90 2 7 ¢
VI N4 AT i IS B AU o 22 R0 R T A
ta AL B I, VI H BT A S ACR. K
U, AR SO P8 8 SR A% 5 ( CLAREFFECT)) 1Y
H S B30 S0 ) 28 A2 T R R A TR R AR G Sl V8 T
RO N2 A FEAR L, A0 J8 V8 T IR T % 1
( CLAR,) , 45 SCRIFBT R T, 2283 B 0. T JE A%
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T RERS S AP 3 [ HEWT.
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Table 3 Summary statistics

TR BEHIE. 4 NGRS 2 8 R

FET IR 1 51T

Panel A: 27 % 4]

AR FEAs BifE REDA:' b2 H/MHA PN
ABSS1 (-3, 1) 577 0.473 0. 000 2.055 ~1.000 11.749
ABSS2 (-3, - 1) 577 0. 008 0.002 0.013 0. 000 0. 068

CAR(0, 1) 577 0.003 ~0.002 0.054 ~0.124 0.170
CAR( -3 -1) 577 0. 006 ~0.002 0.051 ~0.128 0.200
ABVOL( -3, 1) 577 0.214 ~0.025 0.784 ~0.652 3.764
NORMRELSS 577 0. 008 0.002 0.012 0. 000 0.069
CLAREFFECT 577 2. 445 1. 129 4.845 0.020 37.237
Panel B: Fl| 25 {%[H]
FEA R ¥iE EREDE: b2z /M R
ABSS1 (=3, - 1) 309 0. 605 ~0.080 2.516 ~1.000 11.749
ABSS2 (-3, 1) 309 0. 009 0.003 0.015 0. 000 0. 068
CAR(0, 1) 309 -0.028 -0.021 0.037 -0.124 0. 099
CAR( -3, -1) 309 -0.014 -0.012 0. 040 ~0.128 0.153
ABVOL( -3, 1) 309 0. 096 ~0.104 0.722 -0.652 3.764
NORMRELSS 309 0. 008 0.002 0.012 0. 000 0. 069
CLAREFFECT 309 2.549 1.157 5.116 0.020 37.237
Panel C: FJ4f1% &
FEAs 1 BifE LREVA brifE2E /M 5PN
ABSS1 (-3, —1) 268 0.321 0.083 1.328 ~1.000 9.691
ABSS2 (-3, 1) 268 0.007 0.002 0.010 0. 000 0. 068
CAR(0, 1) 268 0.039 0.031 0.047 ~0.080 0.170
CAR( -3, -1) 268 0.029 0.019 0.053 —~0.095 0.200
ABVOL( -3, 1) 268 0.351 0.102 0.831 ~0.652 3.764
NORMRELSS 268 0. 008 0.002 0.012 0. 000 0. 069
CLAREFFECT 268 2.325 1.073 4.518 0.020 37.237
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E 0011 y @ /
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Fig.2  AAR and CAAR before the release date of rumors
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Table 4 AAR and CAAR before the release date of rumors: Statistical test
50 2 (1) Filbf4% [H F 2 {514 F b 14
o
AAR tfH AAR tfH CAAR tfH CAAR tfH

-10 0.002 0 1.41 -0.000 6 -0.43 0.002 0 1.41 -0.000 6 -0.43
-9 —-0.000 8 -0.54 0.002 2 1.44 0.001 2 0.58 0.001 5 0.78
-8 0.001 8 1.18 -0.000 7 -0.47 0.002 7 1.17 0.000 7 0.33
-7 0.000 2 0.19 0.000 2 0.11 0.002 9 1.12 0.000 8 0.33
-6 0.000 3 0.18 -0.001 4 -1.12 0.003 2 1.07 -0.000 4 -0.15
-5 0.000 3 0.23 0.002 4 1.49 0.003 5 1.06 0.002 3 0.60
-4 -0.000 5 -0.39 0.002 0 1.30 0.002 9 0.84 0.004 1 1.02
-3 -0.000 7 -0.54 0.006 4*** 3.88 0.002 3 0.62 0.010 5** 2.28
-2 —-0.005 17*** -3.69 0.006 17 3.88 -0.002 8 -0.74 0.016 3™ 3.37
-1 —-0.009 5*** -6.73 0.017 57 8.79 -0.011 77 -2.87 0.033 5% 5.95
0 -0.020 6*** -12.54 0.032 67 13.70 -0.030 8*** -7.08 0.064 9*** 9.89
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SFTHE. KoL PRk, A2 A2 [ AR AR

BRI 1) K A Jim 2 A 8, DA T A A i 384
MzE5e sy, ML REEA T CAR (0, 1) Y [a]
HZRZE 5k - 3.563 1 -0.016, ¥ 7E 5% K
b B2 U s HREAS TR A% (o) A A1 5 LA 2
bk, I E R AR A 322558 5. LR L EASRAT
1, 3273 A REAE A HT AR 23 ) A% [ ) 6 A B B RN
B IR HIERT & B B 4 1 3225 S IS
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Table 5 Corporate rumors and abnormal short-selling
(1) (2) (3) (4) (5) (6)
BN |25 4% ] FlbA% 8 BNy )75 A% 18] FlleA% e
BTy ABSS1 ( =3, —1) |ABSS1 ( =3, —1) |ABSS1 ( =3, —1) |ABSS2 ( =3 —1) |ABSS2 ( -3, —1) [ABSS2 ( -3, —1)
CAR (0, 1) —7. 402 —12.763 %% -3.563** -0.031*** -0.061 *** -0.016**
(-4.11) ( -2.73) ( -2.02) ( -3.61) ( -2.86) (-2.27)
CAR ( -3, -1) ~1.894 -2.317 -2.273 -0.002 -0. 006 0.003
( —0.76) ( -0.39) ( -1.35) ( -0.24) ( -0.22) (0.38)
ABVOL ( -3, -1) 0. 728 *** 0.703** 0. 712***
(4.17) (2.38) (3.78)
NORMRELSS 0. 665 *** 0. 769 *** 0. 577 ***
(9.56) (8.01) (5.15)
CONSTANT 1.362 6.019** —2.325%* 0. 002 0.003 -0.003**
(0. 66) (2.03) ( -2.82) (0.41) (0.44) ( -2.43)
YEAR&IND YES YES YES YES YES YES
Obs 577 309 268 577 309 268
Adj. R? 0.11 0.11 0.19 0.46 0.44 0.51
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Fig. 3 The impact of clarification announcements on AAR ( CAAR)
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Table 6 The impact of clarification announcements on AAR ( CAAR) : Statistical test
. F = L1 F b 1) 25 4% 1] Flbf 11
= AAR ({8 AAR ol CAAR il CAAR 18
-10 0.000 1 0.03 0.004 0*** 2.91 0.000 0 0.03 .003 §*** 2.90
-9 -0.001 4 -1.03 0.002 3 1.54 -0.001 4 -0.69 . 006 2*** 2.90
-8 -0.0019 -1.22 0.001 8 1.30 -0.003 1 -1.23 . 008 0*** 3.03
-7 -0.002 4** -1.95 0.002 2 1.48 -0.005 6** -1.99 .010 2% 3.20
-6 -0.0010 -0.74 0.0015 0.86 -0.006 5** -2.10 011 6*** 3.23
-5 -0.001 7 -1.14 0.005 6*** 3.40 ~0.008 2** -2.46 .017 3% 4.20
-4 -0.003 5** -2.40 0.007 7*** 4.49 -0.011 7*** -3.22 . 025 2% 5.22
-3 -0.008 2*** -5.98 0.013 3*** 7.11 -0.019 7*** -5.18 .038 6*** 7.02
-2 -0.015 9% -10.05 0.022 67** 9.80 -0.034 6% -8.72 .059 5% 9.65
-1 -0.014 1% -8.17 0.030 3*** 11.65 ~0.047 5% -11.20 . 089 3*** 12.18
0 -0.0017 -1.18 0.002 3 1.06 -0.049 3% -11.47 091 6*** 11.84
1 0.000 8 0.61 ~0.004 7** -2.55 ~0.048 9*** -10.99 .085 9 *** 11.35
2 -0.000 3 -0.21 -0.002 1 -1.41 -0.049 0*** -10.46 . 084 0*** 10.53
3 0.001 9 1.59 -0.002 7" -1.70 ~0.047 5% -10.11 . 081 4% 9.98
4 0.000 0 -0.03 0.000 1 0.08 ~0.047 9*** -9.64 . 080 9 *** 10.21
5 0.000 8 0.67 0.002 2 1.50 ~0.047 1% -9.22 .083 6*** 10.06
6 -0.000 1 -0.06 -0.001 1 -0.67 -0.046 9*** -8.69 . 082 47** 9.75
7 -0.002 6** -2.39 -0.002 1 -1.46 ~0.049 1*** -8.68 . 080 2*** 9.35
8 0.000 1 0.10 -0.004 8 *** -3.48 ~0.048 §*** -8.30 L 074 3% 8.96
9 0.001 4 1.05 -0.000 8 -0.58 ~0.047 §*** -8.14 L073 2% 8.78
10 0.0015 1.08 0.000 8 0.60 -0.046 1*** -7.32 074 6*** 8.57
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Fig. 4 Clarification announcements, clarification effect and AAR ( CAAR) : Negative rumors
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Table 7 Clarification announcements, clarification effect and AAR ( CAAR) : Statistical test

Panel A: |75 {7 1]
N T RO RO 22 RO TIH RO 22
A AAR i AAR {8 CAAR {8 CAAR X
-10 -0.002 1 -0.98 0.002 3 1.10 -0.002 1 -0.98 0.002 2 1.10
-9 -0.000 2 -0.13 -0.002 7 -1.25 -0.002 3 -0.79 -0.000 5 -0.17
-8 -0.002 7 -1.18 -0.001 0 -0.50 -0.004 9 -1.31 -0.001 4 -0.40
-7 -0.001 8 -0.91 —-0.003 1** -1.99 -0.006 6 -1.59 -0.004 5 -1.20
-6 -0.000 1 -0.05 -0.001 8 -1.10 -0.006 7 -1.40 -0.006 3 -1.59
-5 -0.004 8** -2.06 0.001 3 0.70 -0.011 3** -2.22 -0.005 0 -1.17
-4 -0.002 2 -1.15 -0.004 9** -2.16 -0.013 6** -2.55 -0.009 8** -1.98
-3 —0.008 7*** -4.14 —0.007 7*** -4.36 —0.022 17%** -3.87 ~0.0173*** -3.44
-2 —0.017 5%** -7.49 —0.014 27%** -6.69 —0.038 77*** -6.42 ~0.030 4*** -5.92
-1 -0.015 7% -6.28 -0.012 7% -5.29 -0.050 5*** -8.34 —-0.042 57 -7.48
0 0.002 6 1.16 —0.005 9*** -3.37 —0.050 4*** -8.11 —0.048 2%** -8.09
1 0.006 4 *** 3.49 -0.004 8*** -2.56 —0.044 9*** -7.47 -0.052 9*** -8.05
2 0.006 1*** 3.77 -0.006 6*** -3.75 —0.039 3*** -6.36 -0.058 8 *** -8.42
3 0.002 7 1.63 0.001 1 0.64 —0.037 2%** -6.15 -0.057 8*** -8.11
4 -0.002 5 -1.45 0.002 4 1.20 —0.040 2*** -6.51 —0.055 5% -7.17
5 0.001 4 0.83 0.000 2 0.10 —0.038 7*** -5.83 ~0.055 5*** -7.18
6 -0.001 0 -0.49 0.000 8 0.48 —0.039 3*** -5.57 —0.054 5*** -6.69
7 —-0.005 2% -3.32 -0.000 1 -0.06 —-0.043 6 -5.73 -0.054 67 -6.52
8 -0.000 3 -0.15 0.000 5 0.28 —0.044 1% -5.74 -0.053 6*** -6.00
9 0.002 0 1.19 0.000 8 0.39 —0.042 8*** -5.80 -0.052 8*** -5.78
10 0.003 8" 1.78 -0.000 8 -0.45 —0.039 47*** -5.19 —0.052 8*** -5.26
Panel B: FI|4f1% &
N BIHRCR T TEIHRCR 2 I RCR T BIHRER 2
*HH AAR i AAR i CAAR i CAAR i
-10 0.005 6** 2.97 0.002 4 1.19 0.005 4*** 2.97 0.002 3 1.19
-9 0.003 6" 1.79 0.001 0 0.45 0.009 1 *** 3.05 0.003 3 1.09
-8 0.001 9" 1.79 0.001 6 0.99 0.011 0*** 2.87 0.005 0 1.38
-7 0.003 7" 1.87 0.000 6 0.30 0.014 5*** 3.29 0.005 8 1.27
-6 -0.000 3 -0.13 0.003 2 1.34 0.014 3*** 2.71 0.008 8" 1.77
-5 0.007 5*** 3.01 0.003 7" 1.73 0.021 8*** 3.66 0.012 7** 2.24
-4 0.008 8 *** 3.61 0.006 7 *** 2.74 0.031 17*** 4.21 0.019 3*** 3.11
-3 0.012 7% 4.92 0.013 9*** 5.12 0.044 0*** 5.32 0.033 3*** 4.58
-2 0.023 27 6.96 0.021 9*** 6.91 0.066 4*** 7.39 0.052 6*** 6.24
-1 0.034 37%** 10.58 0.027 27** 8.30 0.100 3*** 9.80 0.081 17*** 7.46
0 -0.006 2** -2.09 0.010 6*** 3.42 0.096 2 *** 8.85 0.087 0*** 7.89
1 —0.015 77*** -6.53 0.006 6** 2.71 0.077 5*** 8.10 0.094 3*** 8.05
2 —0.008 0*** -4.91 0.003 6 1.48 0.068 7*** 7.38 0.099 1*** 7.72
3 -0.006 7 -3.57 0.001 4 0.55 0.060 6*** 7.05 0.102 1*** 7.46
4 -0.000 9 -0.43 0.001 2 0.44 0.059 4 *** 6.96 0.102 5*** 7.79
5 0.003 3" 1.71 0.001 1 0.50 0.063 37*** 6.93 0.103 9*** 7.57
6 -0.002 4 -1.23 0.000 2 0.07 0.060 7 *** 6.43 0.104 2*** 7.53
7 -0.004 1** -2.22 0.000 0 -0.01 0.055 67 6.27 0.104 8*** 7.26
8 -0.004 8** -2.59 -0.004 7** -2.34 0.050 5*** 5.59 0.098 1*** 7.18
9 -0.001 8 -0.95 0.000 2 0.07 0.048 1 *** 5.46 0.098 4*** 7.08
10 -0.000 8 -0.50 0.002 5 1.07 0.047 4*** 5.24 0.101 7*** 6.99
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Fig. 5 Clarification announcements, clarification effect and AAR ( CAAR) : Positive rumors
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Table 8 Corporate rumors, clarification announcements and abnormal short-selling
(D (2) (3) (4) (5) (6)
Exidil H == AL 1H S el Fz A2 H A% 1)
AR ABSS1( -3, -1) | ABSS1( -3, -1) | ABSS1( -3, -1) | ABSS2( -3, —-1) | ABSS2( -3, -1) | ABSS2( -3, -1)
CAR (0, 1) —11.355*%* —24. 984 %% ~5.369 *** —0. 0447 -0. 101 *** -0.024
( —4.40) (-3.12) ( -3.70) (-3.63) (-2.83) (-2.76)
CLAR -0.154 0.235 -0.028 -0.001 0. 000 -0.001
(1 -0.94) (0.87) (-0.14) (-1.29) (0.36) (-0.87)
CLAR* CAR (0, 1) 8. 078 *** 21.942 %% 4.5417** 0.025" 0.071" 0.017**
(3.14) (2.56) (2.08) (1.96) (1.78) (2.06)
CAR ( -3, -1) -1.287 -0.278 -2.035 -0.001 0. 000 0. 004
(-0.51) (-0.04) (-1.11) (-0.09) (0.01) (0.51)
ABVOL ( -3, -1) 0. 678 0. 645** 0. 672
(3.69) (2.09) (3.40)
NORMRELSS 0. 663 *** 0. 769 *** 0.578***
(9.54) (7.89) (5.15)
CONSTANT 1.598 5. 8297 —2.2957F 0. 003 0. 002 -0.003"
(0.79) (2.21) (-2.91) (0.66) (0.37) (-1.74)
YEAR&IND YES YES YES YES YES YES
Obs 577 309 268 577 309 268
Adj. R? 0.12 0.14 0.20 0.46 0.45 0.51
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Table 9 Rumors” authenticity and abnormal short-selling

(1) (2) (3) (4) (5) (6)
Een | Fllzs AL ) FldsA% 4] Eren | Fllzs i ) FlbA% [
i ABSSL ( =3, —1) |ABSS1 ( =3, —1) |ABSS1 ( =3, —1) |ABSS2 ( =3, —1) |ABSS2 ( =3, —-1) |ABSS2 ( -3, -1)
1.942 -0.000 ~1.607 0. 007 0. 001 -0.011
CAR (0, 1)
(1.13) ( -0.00) ( -0.98) (0.77) (0.04) ( =0.99)
0.323** 0. 704 ** —0. 637 *** 0. 002" 0. 002 ** ~0. 005 ***
TRUTH
(2.15) (2.41) ( =3.08) (1.79) (2.30) (=2.71)
—12. 954 *** —16. 341 *** ~2.956 ~0. 055 *** ~0. 079 *** -0.023"
TRUTH* CAR (0, 1)
( -5.12) ( -2.67) ( -1.65) ( -4.07) ( -2.69) ( —1.94)
CONTROLVARs YES YES YES YES YES YES
YEAR&IND YES YES YES YES YES YES
Obs 529 281 248 529 281 248
Adj. R 0.13 0.15 0.24 0.50 0.51 0.56
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Table 10 Information source of short sellers

(1) (2) (3) (4) (5) (6)
gl |25 4% 1] FlbsA% 8 LTA% 75 A% 18] FlhrA% e
A5t ABSS1 ( -3, —1) |ABSS1 ( =3, —1)|ABSSI ( =3, —1) |ABSS2 ( =3, —1) [ABSS2 ( =3, —1) |ABSS2 ( -3, -1)
CAR (0, 1) — 48457 ~8.607* -4, 448" ~0.018*** -0.030° -0.015*
( =3.07) ( =2.09) ( —1.88) ( =3.04) ( -1.78) ( -1.82)
CONTROLVARs YES YES YES YES YES YES
YEAR&IND YES YES YES YES YES YES
Obs 577 309 268 577 309 268
Adj. R 0.06 0.06 0.09 0.59 0.64 0.56
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Corporate rumors, clarification announcements and informed trading:
Empirical evidence from short-selling of China

MENG Qing-bin, LI Xin—yu* , WANG Hua-cheng
School of Business, Renmin University of China, Beijing 100872, China

Abstract: From the perspective of corporate rumors and clarification announcements, this paper investigates
the problem of shortselling and informed trading in a sample of Chinese A-share listed companies between A—
pril 2010 and March 2018. The empirical results show that, first of all, the pre-tumor abnormal short—selling
is significantly negatively correlated with the post-rumor stock return, indicating that short sellers can predict
the release time and content of corporate rumors in advance and therefore are informed traders. Secondly, ef-
fective clarification announcements can moderate the negative relation between pre—rumor short-selling and
post-rumor stock return, indicating that short sellers can anticipate the effectiveness of clarification announce—
ments to some extent, which further supports the conclusion that “short sellers are informed traders”. Further
study shows that short sellers can distinguish whether the rumors are true or false, and that private information
mining is an important source of short sellers’ information. Based on the practice of short selling in China,
this paper provides new empirical evidence for the debate whether short sellers are informed traders, and has
important practical significance for the perfection of short selling mechanism, the countermeasure of corporate
rumors and the regulation of media.
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