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Empirical study on effect of earning announcement

LIN Ling, ZENG Yong . TANG Xiao—wwo

Management College. Universiy of Electronie Svience and Technology of China.Chengdu §170054. China

Abstract; The efficient market hypotheses is an important basis »f financial economics. The simple state-
ment of the market efficiency hvpothesis is that =ecurity prices fully reflect all available information. Usual-
lv, market efficiency 1= divided inta three categories; (1 Jweak lorm tests (How well do past returns pre-
dict future returns?); (2)semistrong form tests (How quickly da security prices reflect pubhic information
announcements? ) : ¢ 3)strang form testst i =ny investors have private information that is not fully re-
Heeted in merket prices? ). From 1970s. {oreign studies about 1 oot only are intensive and briad . but also
have produced abundant resubts. And research methodolagies and models also have made great progress,
where event-study methodology 15 an important method. The general applicability of the event-study
methodology has led 1o tts wide use. In the academic accounting and finance field -event-study methndnlogy
has been apphed ta a variety af firm specific and ecoromy-wide events. Some examples mclude mergers and
acquisitions. earnings anmuncements and ssues of new debt or equity. At present, the positive study on
China’s stock market’s efficiency is still in beginnmg stage, so event-study methodolagy 1= adnpted in this
paper to do the positive research of earning announcement. The empiricat result of the research shows that
it is an important support 1> China's stock market’s semistrong form efficiency.

Key words.: event-siudy methodolagy: semistrong-form efficiencys earning announcement
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