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Fig.3 CAR (AR) before and after the regulatory penalties date
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Table 1 Descriptive statistics

Panel A: F{}/2 7]
A i Obs Mean SD Min Median Max
SIZE 994 22.156 1.186 18.512 22.164 24.932
LEV 994 0.535 0. 301 0.069 0.519 2.059
MB 994 0.670 0.250 0.046 0.698 1.156
ROA 994 -0.075 0.304 -2.160 0.013 0.212
INST 994 0.044 0.058 0. 000 0.020 0.267
VOIA 994 0.028 0.007 0.012 0.028 0.046
Panel B: #132 fERIK S5\ 7

At Obs Mean SD Min Median Max
SIZE 835 22.539 1.443 19.324 22.414 26.739
LEV 835 0.489 0.275 0.070 0.480 1.687
MB 835 0.683 0.260 0.103 0.700 1.200
ROA 835 -0.030 0.255 -1.639 0.024 0.231
INST 835 0.041 0.049 0. 000 0.023 0.224
VOILA 835 0.030 0.009 0.013 0.029 0.056
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Table 2 Social media connections and the spillover effect of stock price

Panel A: S AN CAR
Obs Mean St Err ¢ value p value
CAR( -1,5) 1342 -0.010 87 0.002 5 -4.2917 0.000 0
Panel B: #2HKIRSS N Rl AY CAR
Obs Mean St Err t value p value
CAR( -1,5) 1236 -0.011 57 0.002 8 -4.148 9 0.000 0
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Table 3 Social media connections and the spillover effect of stock price; Using alternative windows

Obs Mean St Err t value p value
CAR( -1,1) 1236 -0.007 0.002 —-4.007 0.000
CAR( -2,2) 1236 -0.009 0.003 -3.670 0.001
CAR( -3,3) 1 236 -0.011 0.003 -3.688 0.000
CAR( -4,4) 1236 -0.012 0.004 -3.400 0.001
CAR( -5,5) 1236 -0.013 0.004 -3.341 0.001
CAR( -6,6) 1236 -0.015 0.005 -3.255 0.001
CAR( -7,7) 1236 -0.015 0.005 -3.066 0.002
CAR( -8,8) 1236 -0.014 0.005 -2.706 0.007
CAR( -9,9) 1236 -0.013 0.005 -2.403 0.017
CAR( -10,10) 1236 -0.014 0.006 -2.341 0.019

FE: CAR A S IERIR S5 23wl Y ZH AT 45 .

@ B HSSHRREE A CAR( -1,5) AIAE EFFA R CAR( - 1,5) BYBMENE K (E 2, AR (H 25 Al B 7R, DI 2 0] B 22 S

g EARE o f5R -0.649,p {H} 0.516.
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Table 4 Social media connections and the spillover effect of stock price: Changing the definition of social media connections firms

Panel A [ K il N Kt s 19 24
Obs Mean St Err ¢ value p value
CAR( -1,5) 1207 -0.102 0.002 -52.316 0.000
Panel B E[al & A & B85 — @ i 2w
Obs Mean St Err t value p value
CAR( -1,5) 1216 -0.015 0.003 —4.945 0.000
Panel C: LRI A S e Bl e 122
Obs Mean St Err t value p value
CAR( -1,5) 1267 -0.004 0.002 -1.833 0.067
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Table 5 Social media connections and the spillover effect of stock price: Changing explained variable

Obs

Mean

St Err t value p value

CAR( -1,5) 1236 -0.011

0.003 -4.244 0.000
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Table 6 Social media connections and the spillover effect of stock price: Using an alternative test

Obs

Median

z value p value

CAR( -1,5) 1236

-0.013

-6.696 0.000
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Table 7 Social media connections and the spillover effect of stock price: Considering multilateral connections

Obs Mean

St Err t value p value

CAR( -1,5) 1 030 -0.014

0.003 -5.455 0.000
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Table 8 Social media connections and the spillover effect of stock price: A placebo test

Panel A: BEHLPEIE 2 BRS04 w) Bt S BRI 45 28 Al
Obs Mean St Err ¢ value p value
CAR( -1,5) 1261 -0.003 0.002 —-1.462 0.144
Panel B: 15 5CHAA w4 TR — 47l H B8 7 MU iR 310t (1 2 )
Obs Mean St Err t value p value
CAR( -1,5) 1245 -0.002 0.002 -1.026 0.305

R AR -5 U IE 4 S AR
DN RV F Al L P SRR B 2 LT LA
ek SRR 4 /A ) 0 % B L, DT 1T LA —
AT, BRI Bkt 5S04 /A LRI FRZE 20
I Hi— S RIS, 23 7] ( CONNEC-
TION ) KERUAS it A WA 45 2 RTHRUAE g 1, 75 0
0, S IOA AR ZEBEIF A T 28 R4
HBATE I RAEL(SIZE) FEP= SR (LEV) ik
WTHELL (MB) YE I8 % (ROA) WK YE
FEIE e 1) (INST') | SR8 A 38 72 1 F1 8K 6 3
(SIZE_PUNISH ) AR %R 1 11 83 HH Ak 25
R (CAR_PUNISH ) , %1 I 91 J& 75 7 76 T K % 5
(EVENTS) RAAS R N il A5 4 IRt 42 ) T 4F

By A RO HAR R A
CAR = B, + B,CONNECTION + B,SIZE +
B.LEV + B,MB + B;ROA + B,INST +
B,SIZE_PUNISH + B;CAR_PUNISH +
BoEVENTS + Year/Industry Fixed
Effecis + & (1)
o Mty TRIAL(L) MmN ZE R BRI RE AS 1
TRIREE X RIT A AT A8 CAR B 52 Wi 1) [ U 45
ROTEFERIAM B E, MIHE R BoR  F A A
PR T B TS, 5 A Al AF e AL A 1
TRIRSAS 123 W (IR A 23 32 B L 35 520, CON-
NECTION (1IR3 R ECH -0.016 76 1 % MK T
W X RE AR LA R,

@ ENFTEEFE I -1,5) WAFTEOTIO0 AR 2l JRArhE )Mt s € gk ATHE R BB LR G AL By H

Kl B 2 TR A R IHUEL 1, 750054 0.



n

— 122 — FEGIS Y S (4 2023 44 H

g,
¥

R HTFEEBRESRNEHEA . ERABERER

Table 9 Social media connections and the spillover effect of stock price: The results of regression model

(1) (2)
A
CAR( -1,5) CAR( -1,5)
-0.012""" -0.016 """
CONNECTION
(-3.25) (-4.54)
0.002
SIZE
(0.98)
0.001
LEV
(0.11)
-0.005
MB
(-0.59)
-0.034 """
ROA
(-5.27)
0.012
INST
(0.35)
—0.000
SIZE_PUNISH
(-0.24)
0.123 """
CAR_PUNISH
(6.40)
—0.001
EVENTS
(-0.14)
-0.002 -0.020
CONSTANT
(-0.81) (-0.44)
INDUSTRY No Yes
YEAR No Yes
Observations 2 420 2 420
Adjusted R? 0.004 0.076
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Table 10 Social media connections and the spillover effect of stock price: A heterogeneity analysis

Panel A AR IR 25 B s 2 IR IR 25 st P AT 2 R
Obs Mean St Err | ¢ value | p value | Obs Mean St Err | ¢ value | p value diff ¢t value | p value
CAR( -1,5)| 616 | -0.017 | 0.005 | -3.795| 0.000 | 620 | -0.007 | 0.004 | —1.886 | 0.060 | —-0.010 | -1.849 | 0.065
Panel B WAL B R R A A Ab i e R A 2SR
Obs Mean St Err | ¢ value | p value | Obs Mean St Err | ¢ value | p value diff ¢t value | p value
CAR( -1,5)| 623 | -0.029 | 0.004 | -7.538 | 0.000 | 613 | 0.006 | 0.004 1.581 0.115 | -0.035 | -6.4159 | 0.000
Panel C HURG R 5] e 2 HURG ¢ HL IR 20 2SR
Obs Mean St Err t value | p value | Obs Mean St Err | ¢ value | p value diff t value | p value
CAR( -1,5)| 626 | —-0.005| 0.004 | —-1.261 | 0.208 | 610 | —0.018 | 0.004 | -4.841 | 0.000 | 0.013 2.3239 | 0.020
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Table 11 Social media connections and the spillover effect of stock price: Excluding competitive mechanisms

2023 44 H

Panel A [ — A8 i ke A 7] — M AR
Obs Mean St Err ¢ value p value Obs Mean St Err ¢ value p value
CAR( -1,5) | 727 -0.009 | 0.004 -2.412 0.016 509 -0.015 | 0.004 | -3.735 | 0.000
Panel B [ —A7 . e A7k
Obs Mean St Err ¢ value p value Obs Mean St Err ¢ value p value
CAR( -1,5) | 307 | -0.013 | 0.005 -2.585 0.010 928 -0.011 | 0.004 | -3.223 | 0.002
Panel C [ — i IX. A A — i X
Obs Mean St Err ¢ value p value Obs Mean St Err ¢ value p value
CAR( -1,5) | 124 | -0.005 | 0.007 -0.728 0.468 1112 -0.013 | 0.003 | -4.092 | 0.000
Panel D [ — #2555 el — w2 55
Obs Mean St Err ¢ value p value Obs Mean St Err ¢ value p value
CAR( -1,5) | 77 -0.027 | 0.013 -1.999 0.049 1159 -0.011 | 0.003 | -3.722 | 0.000
Panel E [f]— PO 7R %4 By EIF) — 1PO AR
Obs Mean St Err t value p value Obs Mean St Err t value p value
CAR( -1,5) | 38 -0.009 | 0.014 -0.621 0.538 1 198 -0.011 | 0.003 | -4.101 0.000
Panel F fr] — 4 1] eI — 42 pl
Obs Mean St Err ¢ value p value Obs Mean St Err ¢ value p value
CAR( -1,5) | 22 -0.003 | 0.013 -0.205 0. 840 1214 -0.011 | 0.003 | —-4.146 | 0.000
Panel G [l — MU BB R U R
Obs Mean St Err t value p value Obs Mean St Err t value p value
CAR( -1,5) | 380 | -0.013 | 0.005 -2.676 0. 008 856 -0.011 | 0.004 | -3.216 | 0.002
@ [ —HER BRI REALCA 1A, RIRTESR 11 hE1RHZ R,
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Table 12 Social media connections and the spillover effect of stock price: Instrumental variables

(1) (2) (3)
A i OLS 2SLS - 5B W Bt 2SLS - 4Bt
CAR( -1,5) CAR( -1,5) F[R) & A& W% /100
. e o -0.001 """ -0.002 """
FF N BRI S5 3 W H 52 R 40 /100
(-3.25) (-3.05)
e e P o e L 0.152 "
FHAA TR 5E AR LE AN F HL 5 L M ER /100
(31.02)
Y- 4k /N S o2 SRE ok N S A B e R B 0.002 **
IRh N B SE 2RI 4 2\ /] L2 % Ih 80 /100
(2.39)
-0.009 ™" -0.007 *" -0.015
CONSTANT
(-2.81) (-2.22) ( -0.10)
Observations 1 269 1269 1269
Adjusted R? 0.007 0.007 0.503

ii:])xw*\ **‘
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Table 13 Social media connections and the spillover effect of stock price: Economic mechanisms

2023 44 H

(1) (2) (3) (4)
G5 =LA FEAZIHAAIRZE A F FEAZ AR ZE A F Xof BEZH 23 ]
Sentiment Sentiment Sentiment Sentiment
Punish -0.0250""" -0.0303"" -0.0346""" 0.014 3
(-3.37) (-2.13) (-5.49) (1.64)
7 i) 1] 58 20E Yes Yes Yes Yes
H 309 2 5500 Yes Yes Yes Yes
Observations 86 298 43 084 85 417 74 450
Adjusted R? 0.080 2 0.216 0.129 0.091
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Table 14 Investor sentiment and the stock price returns

(1) (2) (3) (4)
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; 0.009 6" 0.004 7
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2 A [ UV Yes Yes Yes Yes
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Social media connection and stock price spillover effects: An event study
based on regulatory penalties in China
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Abstract; The widespread discussions and interactions among investors on social media related to the capital
market have created a unique connection through social media for listed companies. This study investigates the
spillover effect of stock price induced by the connection through social media between Chinese listed compa-
nies. By studying the exogenous shock of punishment measures released by supervision institutes for A-share
listed companies from June 2017 to December 2019, this paper finds significant negative responses in the stock
price of punished companies following the release of punishment measures. In the meantime, the stock prices
of the companies which have a large number of the same online posters with the punished company drop in a
synchronized manner. Excluding competitive explanations and using instrumental variables, the causal rela-
tionship between connection through social media and the spillover effect of stock price is validated. Further a-
nalysis shows that the contagion effect of individual investors’ negative emotions is an important mechanism of
this spillover effect. This paper extends the comprehension of social media in the digital financial era and pro-
vides enlightenment for risk control of China’s capital market.

Key words: social media; investor sentiment; spillover effect; individual investors



