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ABSTRACT 

The main goal of this research is to examine how returns declaration posted by 

companies in A shares and B shares market affect companies’ stock prices. Event study 

was used to investigated the impact of returns declaration on companies’ stock prices. 

As for the type of data needed for the research, in order to conduct event study, I 

collected companies’ stock prices and their corresponding date in a time series format. 

Particularly, the year I selected for investigating companies’ annual returns declaration 

is 2018.  By going through the reports from tonghuashun.com, a financial data service 

website in China, I successfully identify 16 leading companies in both A shares stock 

market and B shares stock market, with regard to companies related field. From the 

result we find out that the average cumulative abnormal returns in both A shares and B 

shares market are negative within the event window. What’s more, there exists 

significant value of abnormal returns both before and after the event date for returns 

announcement. 

Keywords: event study, returns declaration, A shares and B shares markets 
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1. INTRODUCTION 

The Chinese capital market is still at a very young age. The capital market in 

China has been vacant for a long time because its financial system is deeply centralized 

in the old time. It was not until 1986, did Chinese government start to establish the 

capital market throughout the country (Ma, 1996). Moving to the present time, with the 

economic growth, Chinese capital market is becoming prosperous, appealing to 

investors all over the world. Various types of financial instruments are provided by 

Chinese capital market.  

As for Chinese stock market, it mainly consists of two exchanges: Shanghai Stock 

Exchange (SHSE) and the Shenzhen Stock Exchange. In these two stock exchanges, two 

main types of shares are listed: A shares and B shares (Ma, 1996). A shares are shares 

that issued only towards Chinese citizens while B shares, on the other hand, are shares 

that issued only towards Foreigners. Investors are not allowed to conduct cross listing 

between these two exchanges. A rigid segmentation was established between A shares 

market and B shares market. Although the stock owners of both shares can use the 

same right regarding the shares, there exists high price premiums for the A shares, 

compared to B shares (Gao & Tse, 2004). As for the accounting standards for A shares 

and B shares market, International accounting standards (IAS) are employed by B shares 

holders to create accounting reports while A shares holders use PRC generally accepted 

accounting principles (PRC GAAP) to create their accounting reports. 
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In the capital market, it is assumed that investors are rational and can fully 

access to the information currently available in the capital market. To explore it further, 

those assumptions leads to market efficiency hypothesis, which proposes that the price 

of the stock can always effectively indicate the information available in the capital 

market (Fama, 1970). Although market efficiency hypothesis was recognized as a 

principle in many areas, the validity of this hypothesis has been challenged by many 

scholars throughout the time. Some scholars held the opinions that expect for investors 

own beliefs and expectations, their perceptions about other market participants’ points 

of view can also contribute to the market processes (Allen, Morris & Shin, 2002). 

Therefore, how do investors perceive and use information from different sources for 

references for the sake of successfully making their trade decisions becomes a question 

needed to be solved.  

In this research, we use event study as our methodology to investigate the 

influence of the earnings announcements on the stock price in Chinese stock market. 

Particularly, we mainly examine the earnings announcements posted by A shares and B 

shares issuers based on IAS and PRC GAAP. Then, we analyze the disparate reactions of 

investors from A shares and B shares markets.   

From the result we find out that there exists significant value of abnormal 

returns both before and after the event date for returns announcement. The significant 

abnormal returns within the pre-announcement days may be attributed to the leakage 

of the information from the insider, proving the market to be not significant. The 

significant abnormal returns within the post-announcement days suggest that, 
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especially for investors in B share, making investment decision based on the returns 

declaration may not be a good choice because of the negative abnormal return. 

 

2.1 LITERATURE REVIEW 

In this section, we started with literature review about the history and 

development of the overall Chinese stock market. Then we take a step forward to check 

the Market segmentation between A shares and B shares market. In the third part, we 

start reviewing how news and information can affect the stock market. As for the final 

part, we investigate one of the major types of information – earnings announcements 

posted regularly by the companies listed in the stock market.  

2.1 Chinese stock market 

The Chinese stock exchanges mainly consist of two stock markets: Shenzhen 

stock exchange (SZSE) and Shanghai stock exchange (SHSE). SZSE started to operate on 1 

December 1990 and began to trade on 3 July 1991; SHSE started to operate on 26 

November 1990 and began to trade on 10 December 1990 (Wang, Liu & Wang, 2004). 

Particularly, SHSE is located in Shanghai, one of the biggest cities and financial centers in 

China. As for the companies listed on SHSE, most of them of are state-owned leading 

companies in China. Shanghai, as a costal city in China, has its comparative advantage 

regarding its position and therefore was selected to be developed in to a powerful 

financial center in Asia or even worldwide. On the other hand, SZSE is located in 

Shenzhen, a crucial economic area in China next to Hong Kong. As for the companies 



5 
 

listed on SZSE, most of them are small size foreign companies or companies aiming to 

focus on export business. What’s more, many of the companies listed on SZSE are joint 

ventures companies (Wang, Liu & Wang, 2004).  Knowing the basic information of both 

SZSE and SHSE, it is clear that SHSE is more isolated and therefore is likely to be 

excluded from the volatility in the world stock market while SZSE often performs a same 

pattern as the worldwide stock market and hence is more likely to be affected by the 

change of the global market.  

The characteristic of the Chinese stock market indicates many opportunities for 

investors to adopt different investment strategies and analyze various of pricing 

patterns in order to maximize their earnings. Meanwhile, the convoluted relations 

between the stock markets and investment methods rise many challenges for both 

investors and scholars. Although attempts have been conducted by many scholars, the 

research and analysis about Chinese stock market is still not sufficient enough. 

2.2 Market segmentation between A shares and B shares market 

Currently, there are two main types of shares allowed to be traded in SHSE and 

SZSE, namely A shares and B shares. Specifically, A shares are shares issued by 

companies in China and traded in RMB. Besides, only Chinese citizens are allowed to 

invest in A shares (Wang, Wei & Wu, 2010). As for the B shares, they are also issued by 

companies in China but traded in foreign currencies. 

 In order to restrict foreign ownership and stabilize the control of domestic 

companies, particularly, those that are of great importance to the country, China 
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established some legal restrictions on the foreign investment.  One important reason for 

this strategy is that China wants to absorb funds from foreign investors while at the 

same time maintain the ownership of Chinese companies. According to the regulation, 

participants from foreign countries are only allowed to conduct trading in B shares 

market. On the other hand, citizens in China can barely invest their money in B shares 

market since most of them cannot easily purchase foreign currencies for investment. 

The regulations mentioned above have led to the market segmentation between A 

shares and B shares market. Under these circumstances, the distinction between the 

volume and trade in the A shares and B shares market is obvious. The number of trades, 

firms, shares issued and stocks in A shares market are greater than that in B shares 

market. At the present time, according to the data provided by legulegu (2019), a 

financial information website in China, there were 1517 A shares companies listed in 

SHSE and only 53 B shares companies listed in SHSE. In addition, most of the participants 

in A shares market belongs to personal investors while most of the participants in B 

shares market belongs to institutional investors. 

Most of the research studies about the structure of A shares and B shares market 

have focused on the price premium of A shares trading, compared to B shares trading. 

Regression and correlation analysis were employed by many scholars to analyze and 

compare the pattern of A shares market with B shares market. Particularly, Chui and 

Kwok (1998) have investigated the cross correlation between the returns of A shares 

and B shares market. The results showed that the returns of B shares market can trigger 

the returns of A shares market. Additionally, some of the other scholars like Chan, 
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Cheng and Fung (2001) argued that by conducting the cointegration analysis, the results 

suggest that the prices in A shares market have a different dynamical pattern with B 

shares prices. In conclusion, previous studies showed that a distinctive price patterns 

exists between A shares market and B shares market. However, there also exists some 

related parts like information flow between A shares market and B shares market. 

Hence, there is a need for detailed research on the differences and similarity between A 

shares market and B shares market regarding their price patterns and reactions to 

information flow. Figure 1 shows a comparison between the time series of SHSE A 

sharess, SHSE B sharess, SZSE A sharess and SZSE B sharess indices visualized by 

Bloomberg Markets.  

Figure 1. Comparison between the SHSE and SZSE related indices 

2.3 The effect of news and information on trading 

It is recognized that news and information are being analyzed and processed in 

Chinese stock market. Based on different news and information, investors might make 

completely different trading decisions. From early researches, a large amount of studies 
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have been conducted to investigate the effect of news and information on trades in 

stock markets. Particularly, Bikhchandani, Hirshleifer, and Welch (1992) demonstrated 

the theory that the optimal decisions for most of the investors is to just follow the 

trading decisions made by other investors. This rule, named optimizing decision rules 

was established with respect of the investors’ herd behavior, in which few of the 

investors’ own news and information are involved. 

A dynamic model of the effect of news and information on stock trading was 

deeply investigated by He and Wang (1995) combing with the empirical findings. The 

findings show that the private information directly affect both the stock trading in the 

present period and post trading period. Secondly, news and information available in the 

public always lead to increasing trading volumes. The increase of the trading volumes 

often happens around the date when the news and information are posted. Finally, 

newly posted information often leads to the increase of both the price changes and 

trading volumes. On the other hand, information that already existed only brings the 

increase of the trading volumes, not the increase of the price changes. 

De Bondt & Thaler (1994) have added human’s ability to process information 

when analyzing the effect of news and information on stock trading. In order to deeply 

analyze the real situation of stock markets, psychological and behavioral features of the 

traders are considered. Both the outcomes of the stock trading and human’s ability to 

process new information and make decisions should be analyzed with examining the 

effect of news and information on stock markets. To explore it more detailly, attitudes 

of market investors are one of the important characteristics needed to be examined 
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when analyzing the stock markets. Smid & Mulder (1995) pointed out that the attitudes 

of market participants can bias their ability to process the information. They provided an 

example that in foreign exchange markets, investors are more likely to prefer currency 

issued in their own countries. They hold positive attitudes towards their own country 

currency because of their expectations of currency appreciation. 

With the growing popularity of social media, the news media becomes to play an 

important role in effecting the stock markets. News media can spread the information in 

a short time period and a wide range, which influence the traders and observers’ 

decision makings. Li and Hitt (2008) demonstrated that the influence of online media 

news on companies’ performances changed overtime. Tellis and Johnson (2007) also 

suggest that the information posted on the media like review ratings about the products 

or services of the companies can affect investor’s opinions and valuations towards the 

firm, and therefore, affect the stock prices of the companies. 

2.4 Annual earnings announcements  

In order to develop the transparency and stability of the stock markets, Chinese 

finance ministry proposed the accounting system for companies listed on Chinese stock 

markets started in May 1992, which indicated the first time that listed companies are 

regulated to make financial statement and related information (Haw, Qi &Wu, 2000). 

What’s more, the related financial statements are required to be posted to the public 

within a quarter year after the end of the fiscal year. Because listed companies are not 

regulated to prepare for the preliminary announcements about their earnings, almost 
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none of them announce their earnings before the disclosure of their annual reports. 

Additionally, listed companies are also required to disclose the important events that 

may significantly influence the firms’ valuation. However, most of the companies also 

choose to announce those events after the disclosure of their annual reports. Therefore, 

it is clear that the annual reports posted by play a crucial rule in analyzing the stock 

market  

 The financial statements prepared for B shares holders should be based on 

International accounting standards (IAS) while those prepared for A shares holders 

should be based on PRC generally accepted accounting principles (PRC GAAP). The 

disclosure level for B shares is greater than that for A shares. What’s more, the content 

disclosed under IAS is more conservative. Finally, investors holding either shares can 

access to the other. Therefore, we can use financial statements based on IAS and PRC 

GAAP to conduct analysis and make trading decisions.  

 

3. METHODOLOGY AND DATA 

The main goal of this research is to examine how returns declaration posted by 

companies in A shares and B shares market affect companies’ stock prices. Event study 

was used to investigated the impact of returns declaration on companies’ stock prices. 

The detailed information about the type of data needed for the research, features of the 

selected sample and the names of all the selected companies are as follow. 
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As for the type of data needed for the research, in order to conduct event study, 

I collected companies’ stock prices and their corresponding date in a time series format. 

For this research, my data of both A shares and B shares stock market has been 

collected from Bloomberg terminal. The time interval of the data spans from 2015-2019. 

Within this period, 8 annual returns declaration posted by 8 companies from A shares 

stock market and 8 annual returns declaration posted by 8 companies from B shares 

stock market were gathered in total and event study was employed in order to examine 

the influence of these annual returns declaration on the companies’ stock prices. 

Influence of annual returns declaration on companies’ stock prices of 10 days before the 

returns declaration and 10 days after the returns declaration has been collected, with an 

estimation period containing 120 days.  

All of the 16 sample companies are required to be the leading companies in their 

field. By going through the reports from tonghuashun.com, a financial data service 

website in China, I successfully identify 16 leading companies in both A shares stock 

market and B shares stock market, with regard to companies related field. Half of them 

are from A shares stock market and the rest of them are from B shares stock market. By 

selecting leading companies instead of normal companies in the areas, the result of the 

event study will become more significant. Knowing that all of the selected companies 

tend to post their returns declaration on their website, the returns declaration of the 

companies are collected from the official website of each company. The dates of the 

events are identified as the dates when companies posted their annual returns 

declaration. The stock code and the name of the companies are as follow (table.1) 
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Table.1 selected companies’ names 

As for the methodology of this research, I employed event study to investigate 

how returns declaration posted by companies in A shares and B shares market affect 

companies’ stock prices. The following section will discuss and explain the intuition and 

the algorithm of the event study. Finally, the hypothesis about this research is discussed. 

The event study was introduced by Fisher, Jensen and Roll in 1969 (Binder, 

1998). It has been widely used in many areas like accounting, economics and finance. It 

is used to investigate financial instruments price movements when events happen. The 

types of events involve earning announcements, cash flow announcements, regulation 

announcements, etc. (Binder, 1998). In the research, event study is always used for two 

reasons: testing the market efficiency and testing the influence of event on the firm’s 

wealth (Fama, 1991). Two improvements towards the initial methodology have been 

made. Firstly, regarding the stationarity of the market model parameters, the time 

period of the event studies when observations are made monthly should span 5 to 7 

years. Second, the coefficients in market model parameters are biased since the 

disturbances mean are not equal to zero (Baesel, 1974). 

A share B share 

Stock code companies name stock code companies name 

600519 Kweichow Moutai 200028 China National Accord Medicines 

600362 Jiangxi Copper 200869 Yantai Changyu Pioneer Wine 

600030 CITIC Securities 200488 Shandong Chenming Paper Holdings 

601318 Ping An Insurance 200596 Anhui Gujing Distillery 

600036 China Merchants Bank 200625 Chongqing Changan Automobile 

600111 China Northern Rare Earth 200429 
Guangdong Provincial Expressway 
Development  

603288 Foshan Haitian Flavouring & Food 200152 Shandong Airlines 

600900 China Yangtze Power 200012 CSG Holding 
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The date for announcements is set as Day 0, the length of the estimation period 

is set to be 120 days, starts from Day -123 to Day -3. The length of the event window is 

set to be 20 days, starts from Day -10 to Day +10. 

The return of the firm’s stock compounding continuously is calculated as follow: 

𝑅𝑖𝑡 = 𝑙𝑛𝑃𝑖𝑡 − 𝑙𝑛𝑃𝑖,𝑡−1 

Where 𝑅𝑖𝑡 stands for the return of the stock for the event 𝑖 on day 𝑡. 𝑃𝑖𝑡 stands for the 

price of the stock for the event 𝑖 on day 𝑡  

There are three major ways to calculated the abnormal daily return: 1. mean 

adjusted, market adjusted, and market model adjusted (Brown & Warner, 1985). Let 𝐴𝑖𝑡 

represents the abnormal return of the stock for the event 𝑖 on day 𝑡. 

1) The calculation for mean adjusted abnormal daily return is as follow: 

𝐴𝑖𝑡 = 𝑅𝑖𝑡 − �̅�𝑖 

Where �̅�𝑖 represents the arithmetic average of the stock’s return. 

2) The calculation for market adjusted abnormal daily return is as follow: 

𝐴𝑖𝑡 = 𝑅𝑖𝑡 − 𝑅𝑚𝑡 

Where 𝑅𝑚𝑡  represents the return of the index on day 𝑡. 

3) The calculation for market adjusted abnormal daily return is as follow: 

𝐴𝑖𝑡 = 𝑅𝑖𝑡 − 𝛼𝑖 − 𝛽𝑖𝑅𝑚𝑡 

Where 𝛼𝑖 and 𝛽𝑖 are calculated by ordinary least squares. 
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As for the index return used to represent the market return. I selected Shanghai 

A shares stock index and Shenzhen B shares stock index to represent the market returns 

of Shanghai A shares stock market and Shenzhen B shares stock market. The return of 

Shanghai A shares stock index and Shenzhen B shares stock index are calculated as 

follow: 

𝑅𝑚𝑡 = 𝑙𝑛𝑃𝑚𝑡 − 𝑙𝑛𝑃𝑚,𝑡−1 

Where 𝑅𝑚𝑡 stands for the return of both A shares and B shares stock indices. 𝑃𝑚𝑡 

represents the price of both stocks on day 𝑡. 

The daily average abnormal return of all the stocks in the 𝑁 events is calculated as 

follow: 

𝐴𝑡 =
1

𝑁
∑ 𝐴𝑖𝑡

𝑁

𝑖=1

 

Where 𝐴𝑡 is the daily average abnormal return of all stocks. 

The 𝑡 value for 𝐴𝑡 is calculated as follow: 

𝑇𝑡 =
𝐴𝑡

𝑆(𝐴)
 

Where 𝑆(𝐴) is the standard deviation of the abnormal return within the estimation 

window and is calculated as follow: 

𝑆(𝐴) = √
1

119
∑ 𝐴𝑡

2

−3

𝑡=−123
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The cumulative abnormal return of all the stocks in the N events is calculated as follow. 

𝐶𝐴𝑅𝑚.𝑛 = ∑ 𝐴𝑖,𝑡

𝑡=𝑛

𝑡=−𝑚

 

Where m is the number of days before the event day and n is the number of days after 

the event days. 

According to Chen (2002), the earning announcements is highly related to the 

prices and returns of the stock markets. What’s more, Cready (1998) said that the 

institutional investors are more likely to respond to earning announcements than 

individual investors do. These statements establish the following hypotheses.  

H1. The A shares market exhibits abnormal returns when earning announcements are 

posted by the companies. 

H2. The B shares market exhibits abnormal returns when earning announcements are 

posted by the companies. 

What’s more, according to the market efficiency theory (Fama, 1991), the following 

hypotheses are also developed. 

H3. The A shares market is efficient. 

H4. The B shares market is efficient 
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4. ANALYSIS AND FINDINGS  

Table.2 demonstrates the means, medians and standard deviations of the cumulative 

abnormal returns in A share and B share market within different event windows. Both 

similarities and differences from A shares and B shares market related cumulative 

abnormal returns can be observed. The means and medians of the cumulative abnormal 

returns in both A share and B share market are negative. Particularly, with the increase 

of the time interval, the cumulative abnormal returns in A share market tend to 

increase, which is different from that in B share market.  

 CAR (2,2) CAR (5,5) CAR (5,5) 

A share    

Mean -0.006 -0.005 -0.004 

Median -0.002 -0.001 -0.002 

St.Dev. 0.043 0.049 0.046 

Obs. 8.000 8.000 8.000 

    

B share    

Mean -0.01 -0.01 -0.02 

Median -0.02 -0.02 -0.02 

St.Dev. 0.05 0.05 0.05 

Obs. 8.00 8.00 8.00 
Table.2 Preliminary statistics about cumulative abnormal returns in A share and B share market 

Notes: CAR represents the cumulative abnormal returns regarding both A share and B share market value 
within event windows covering from x days before the event to y days after the event. 

What’s more, from the value of the mean, we can find out that the overall cumulative 

abnormal returns in A share market, although are negative, is greater than that in B 

share market. Finally, the standard deviation of cumulative abnormal returns in A share 

market is smaller than that in B share market, indicating that the variability of the 
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cumulative abnormal returns in A share market is relatively smaller than that in B share 

market. 

The trend of the overall cumulative abnormal returns in A share and B share market are 

demonstrated in Figure 2 and Figure 3. The overall cumulative abnormal returns are 

calculated as the average of the cumulative abnormal returns among 16 selected firms 

within their event period. Particularly, with the returns declaration being posted by the 

firms, the change of the cumulative abnormal returns is plotted in a 20 days period. By 

comparing the paths of cumulative abnormal returns in A share and B share market, we 

can find out that the abnormal returns largely react to the returns declaration posted in 

the event day. The difference between the reaction in A share and B share market is 

that from the two figures, the stock prices in A share market are more likely to be 

positively related to the post of the returns declaration since the cumulative returns 

experienced an increase shortly after the post of the announcement. The stock prices in 

B share market, on the other hand, tends to be negatively related to the post of the 

returns declaration since the cumulative returns showed a large drop after the post of 

the announcement. This might because of the B share market situation in 2018 did not 

perform well leading to the loss of many leading firms in B share market. The loss in 

return, after being posted in the returns declaration, led to a decrease of the stock 

prices. Besides, I also find the cumulative abnormal returns to largely increase or 

decrease even within the post-announcement period after t=1. This might because that 

the investors have an incomplete understanding towards the returns declaration posted 

by the firms, which lead to the later fluctuation of the stock price within the post-
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announcement period. Another observation that I find is that from the trend illustrated 

in Figure.2 and Figure.3, the content of the returns declaration posted by the firms is 

likely to be known by the investors even before the posted date. This might because of 

the information leakages before the returns declaration.  

Figure.2 Cumulative abnormal returns for A share market from -10 days before event day to 10 days after 
event day. The abnormal return is calculated by adopting market adjusted measure. 

 

Figure.3 Cumulative abnormal returns for B share market from -10 days before event day to 10 days after 
event day. The abnormal return is calculated by adopting market adjusted measure 
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Table.3 presents the abnormal returns, as well as their significant levels in A share and B 

share market within the event windows, started from 10 days before the event and 

ended with 10 days after the event, the results is calculated using the market-model-

adjusted abnormal returns. By adopting two-tail test at the 10% level of significance, I 

bold face all the significant t-values in the table. 

From Table.3, as for A share market, we can find out that when there is a returns 

declaration posted by a firm, abnormal returns are significant on Days -5, -4, +2, +7 and 

+9. The values of abnormal returns are 0.023451, -0.01803, 0.035115, 0.025186 and -

0.02153 respectively.  When considering the value of the abnormal return, we find out 

that the abnormal return on Day 0 is negative. The likely reason for that might because 

of the content of the returns declaration posted within the time period reveal the loss 

instead of gain of the companies. However, considering the latter abnormal returns 

after the event date, the value turns to positive.  

As for B share market, we can find out that when there is a returns declaration posted 

by a firm, abnormal returns are significant on Days -6, -1, 0, +5, +8. The values of 

abnormal returns are -0.03673, -0.02252, -0.05127, -0.0255and 0.028262 respectively. 

When considering the value of the abnormal return, we find out that the abnormal 

return on Day 0 is also negative and the absolute value of that in B share is greater than 

that in A share. By considering the latter abnormal returns after the event date, the 

value remains to be negative, which is different from that in A share market. 
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From the table, we can also find out that there exists significant value of abnormal 

returns either before and after the event date for returns announcement. The 

significant abnormal returns within the pre-announcement days may be attributed to 

the leakage of the information from the insider, proving the market to be not significant. 

The significant abnormal returns within the post-announcement days suggest that, 

especially for investors in B share, making investment decision based on the returns 

declaration may not be a good choice because of the negative abnormal return 

demonstrated in the table. 

 A share B share 

Day AR St.Dev T Value AR St.Dev T Value 

-10 0.003707 3.724892 0.389317 -0.01214 1.483062 -1.0388 

-9 0.006623 3.198693 0.695453 -0.00975 0.899112 -0.83481 

-8 -0.00614 2.689187 -0.64448 0.003745 0.806825 0.320583 

-7 -0.00447 2.796325 -0.46958 0.00843 0.761361 0.721558 

-6 -0.00334 2.308815 -0.35035 -0.03673 1.306975 -3.14363 

-5 0.023451 2.264641 2.462668 0.002362 0.966067 0.202213 

-4 -0.01803 1.357318 -1.89309 0.004592 0.779671 0.393034 

-3 -0.00892 1.299901 -0.93624 0.002473 0.542887 0.211643 

-2 0.000906 1.410492 0.095091 0.010599 0.886806 0.907225 

-1 -0.00658 1.100643 -0.69086 -0.02252 1.077653 -1.92805 

0 -0.00118 0.648023 -0.12334 -0.05127 2.342127 -4.3881 

1 -0.006 1.852925 -0.63028 0.00231 2.023946 0.197746 

2 0.035115 1.638055 3.687493 -0.00878 0.980392 -0.75112 

3 -0.00815 1.396057 -0.85578 0.003053 0.571879 0.261354 

4 -0.0078 1.790771 -0.81904 0.008355 0.831817 0.715165 

5 -0.01027 2.248981 -1.07857 -0.0255 1.974396 -2.18299 

6 0.000303 2.948831 0.031851 -0.01442 1.170621 -1.23451 
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Table.3 Abnormal returns in A share and B share market and their T value. 

Finally, the results of the hypotheses testing are shown in Table.4 

Hypotheses Result 

H1. The A shares market exhibits abnormal returns when 
earning announcements are posted by the companies. 

Accept 

H2. The B shares market exhibits abnormal returns when 
earning announcements are posted by the companies. 

Accept 

H3. The A shares market is efficient. Reject 

H4. The B shares market is efficient Reject 
Table.4 Results for hypotheses testing 

 

5. CONCLUSION 

The doubt of whether of not the publicly available information can influence the 

trades and cause the abnormal returns continues to gain interest from scholars and 

investors. The majority of researches on the impact of returns declaration posted by 

companies on companies’ stock prices demonstrate significantly abnormal returns 

caused by the returns declaration and draw the conclusion that the returns declaration 

are meaningful and valuable.   

This research examines the effects of returns announcement on stock prices in A 

shares and B shares market by using event study methodology. 16 companies form A 

shares and B shares market were selected as research sample. The empirical results 

show that there exist significant abnormal returns both before and after the post of 

7 0.025186 2.725843 2.644863 -0.01148 1.380484 -0.98258 

8 -0.01254 3.068028 -1.31689 0.028262 1.486484 2.419165 

9 -0.02153 3.406571 -2.26129 0.000325 1.689381 0.027803 

10 -0.00002 3.663503 -0.00212 -0.01291 1.646481 -1.105 
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returns announcement. While some positive abnormal returns were observed in 

companies from A shares market, most of the significant abnormal returns were 

negative. The pre-publication significant abnormal returns may be understood as 

information leakage, which refers to information dissemination before the publication 

data and indicates market inefficiency. As for post-publication significant abnormal 

returns, due to the negative value of the abnormal returns, it may not be a good idea to 

invest in companies stock right after the date for posting the returns declaration. 

Finally, this research contains several limitations. The sample size for event study 

is relatively small. Further research can collect more companies stock information to 

provide more valid results. What’s more, the event window was set to be 10 days before 

the event date and 10 days after the event date. Further research can expand the length 

of the event window to test a more comprehensive analysis regarding the change of 

abnormal returns. Further analysis should also test different content other than returns 

declaration to see if the type of information will cause abnormal return differently. 
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