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Study on the effectiveness of public company’ s rumor denial announce-
ments: Evidence from Chinese stock market

LIU Chunin' ZHANG Ning'*

1. School of Business Nanjing University Nanjing 210093 China;
2. International Business School Qingdao University Qingdao 266071 China

Abstract: Denial announcements are often used by public companies to rebut rumors. However no empirical
studies have been conducted to show how effective denial announcements are and what factors could affect the
denial effectiveness. The research collects 1960 clarification announcements in Chinese stock market. Among
them 179 denial announcements against false negative rumors were screened out. The paper has the following
findings: the effectiveness of denial is significantly associated with denial styles. Weak denials are associated
with negative effectiveness and result in a phenomenon so called ‘clarification announcements make nothing
clear’ but strong denials are relatively much more efficient. In addition we find that the effectiveness of de—
nial is also related to companies’ reputation and trading suspension. The research provides evidence in Chi—
nese stock market to support rumor psychology findings. In the mean time it also provides a new idea for pub—
lic companies to combat with rumors.

Key words: rumor; clarification announcement; public company; denial; company reputation



