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Assessing the impact of major newspaper events on
the stock market in Taiwan

using the Economic Daily News front-page news
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Assessing the impabt of major newspaper events on
the stock market in Tatwan
using the Economic Daily News front-page news
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Abstract

This article studies the impact of maor news events on the stock price
movements in Taiwan and the persistence patterns of the impact. The definition of a
major news event is the front-page headlines in the Economic Daily News, which is
further broken down according to the good-bad nature of news and according to their
occurring during a rising or declining stage of general stock price movement. The
empirical results show that the rising-declining market-stage association is more
influential than the good-bad nature of news in determining Taiwan's stock index
returns, i.e., price tends to rise rather than fall following bad news events in an up
market. Nevertheless, the good-bad nature of news has its independent effect on stock
returns, i.e., prices in an up market rise less with bad news and rise more with good
news. On the persistence of news effects on the stock market, we find that prices
continue to rise for four days following good news in up markets. The rest three
combinations of news nature and market trend witness price effects on only the days
of news revelation with no time-lag effects. Lastly, the cumulative effects of news on
stock returns also show dominance by the impact of market trend over news nature,
with good-bad news nature still exerting a secondary yet independent influence on the

size of cumulative returns.

Keyword: magjor news event; good-bad news; event study; news impact
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