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Fig. 2 Recommended stocks and trading volume per month
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Fig. 3 Market reaction to stock recommendations
2 N
Table 2 Abnormal return turnover and volatility before and after the recommendation
-20 1 1 20 -20 1 1 60 -20 1 1 120
(%) 0.170 3 ~0.0613 | 0.1703 ~0.0900 | 0.1703 ~0.149 7
(P ) (0.0938) | (0.0216) | (0.0938) |(<0.0001) | (0.0938) |( <0.000 1)
(%) 0.2317 0.260 3 0.319 1
(P ) (0.030 0) (0.014 6) (0.003 8)
(%) 5.2375 5.129 5 52375 | 4.7892 52375 | 4.1986
(%) 0.107 9 0.448 3 1.033 8
(P ) (0.241 4) ( <0.000 1) ( <0.000 1)
(%) 59559 | 6.1886 59559 | 6.1665 59559 | 6.0691
(%) -0.2327 -0.210 6 -0.1132
(P ) (0.000 1) (0.000 3) (0.0337)
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Fig. 4 Market reaction in the bear and bull markets
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Table 3 Abnormal return turnover and volatility before and after the recommendation in the bear and bull markets

-20 1 1 20 1 60 1 120

A (%)
2007 0.2355 0.007 9 ~0.009 2 -0.099 9
2008 0.024 5 -0.2620 -0.2754 -0.2652

12007 -2008 0.211 0 0.269 9 0.266 2 0.165 3
(P ) (0.113 3) ( <0.000 1) ( <0.000 1) ( <0.000 1)
B (%)
2007 6.433 4 6.350 8 5.9816 5.172 1
2008 2.785 4 2.5352 2.3247 2.160 8

12007 - 2008 3.648 0 3.8156 3.656 9 3.0112
(P ) ( <0.000 1) ( <0.000 1) ( <0.000 1) ( <0.000 1)
C (%)
2007 5.895 7 6.050 2 6.064 1 5.9918
2008 6.070 0 6.428 3 6.402 5 6.262 5

12007 -2008 -0.174 3 -0.378 1 -0.3385 -0.270 7
(P ) (0.013 7) ( <0.000 1) ( <0.000 1) ( <0.000 1)
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Fig. 5 Market reaction to stock recommendations by analysts of securities companies and of independent consulting institutions
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Table 4 Abnormal return turnover and volatility before and after stock recommendations by brokerage firms
and independent consulting institutions
-20 1 1 20 1 60 1 120
A : (%)
0.149 6 -0.073 0 -0.105 6 -0.167 6
0.1952 -0.047 4 -0.0713 -0.126 1
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6.017 8 6.281 3 6.216 5 6.105 6
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- 0.136 2 0.203 4 0.109 8 0.080 0
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Table 5 Regression results

(%)
5 10 20 60 120
13.190 6 *** 22.272 26*** 43.133 87 80. 690 75*** 63.894 64
(9.33) (11.01) (14.47) (13.81) (7.14)
-0.013 35 -0.022 63" -0.086 68 *** —0.142 §*** -0.303 23 ***
(-1.47) (-1.75) ( -4.54) (-3.82) (-5.3)
—0.810 31 ™|  —1.394 93*** ~2.679 83*** —5.479 51 % —4.885 32
( -8.95) ( -10.77) ( -14.04) ( -14.64) ( -8.53)
B 0.320 06 ** 1.052 55*** 1.984 49 *** 5.667 03 *** 8. 173 24 ***
(2.38) (5.48) (7.01) (10.22) (9.63)
-0.286 87" ~0.472 82** -0.62521" -6.768 16 -9.617 18***
(-1.77) (-2.04) (-1.83) ( -10.12) (-9.39)
-0.473 88™*| —0.861 99 *** ~1.596 23 *** -3.412 33 —4.946 93 ***
( -13.47) ( -17.47) ( -21.96) ( -23.95) ( -22.68)
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Fig. 6 Net buying volume of private investors after the recommendation
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Table 6 Transactions of private investors after the recommendation
2007 2008 12007 -2008 P
20 0.033 0 0.015 8 0.065 4
(P ) ( <0.000 1) (0.005 0) ( <0.000 1) ~0-0497 <0-0001
60 0.027 6 0.002 0 0.075 8
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Table 7 Abnormal return of net buying portfolios of private investors
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2007 2008
1 10 60 1 10 60
A
0.307 2 0.293 8 0.492 8 ~1.1252 ~0.703 1 -0.550 0
0.408 5 0.444 8 0.563 4 ~1.0240 ~0.4313 ~0.494 5
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% -24.77 -33.95 ~12.55 -9.88 -63.02 ~11.22
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Angel or devil? Market effects of media recommendations

LI Zhi-sheng' LI Hao' LIU Chun® ZHANG Ting’

1. School of Finance Zhongnan University of Economics and Law Wuhan 430073 China;
2. School of Economics and Management Tsinghua University Beijing 100084 China;

3. School of Business University of Dayton Dayton 45469 US

Abstract: This paper manually collected data of analysts’ recommendations published in the three largest Chi—
nese security newspaper and investigates the potential investment value and market impact of media recommen—
dations. Empirical results show that: 1) media recommendations have significant impacts on the trading be—
haviors of individual investors; 2) there are significant negative abnormal returns after the release of media
recommendations which is particularly prominent in the bearish market; 3) media recommendations affect the
transfer of market wealth and lead to a direct loss of individual investors. Our study indicates that security ana—
lysts in the Chinese market have a poor ability in discovering market information and that there is a possibility
of insider trading and interest transfer behavior in the emerging markets.

Key words: media stock recommendations; market reaction; wealth transfer



