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Announcement

Price

The announcement was unexpected
and there is a positive market
reaction

The announcement was expected or
there are no market reaction

The announcement was unexpected
and there is a negative market
reaction

Announcement Time
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ARr'r = Rfr - E(Rrr)
AR;: = Abnormal Eeturns
Ri: = Actual stock return in period t

E(Rit)= Expected stock return in period t

Ry = Actual market return in period t

E(R)=a+B,*R,,)

a and S are estimated using OLS, for period (example) -255 to -21 days before the
announcement
Event Window
20
CAR=> AR

a2

Cesario MATEUS 2013 3




Share Repurchases in Europe. Underlying signals and regulatory
frameworks: a Cross-country Analysis”, Dimitrios Andriosopoulos and M.
Ameziane Lasfer

 Market Reaction to Share Repurchases announcement in the UK,
France and Germany from 1997 to 2006 (10 years)

* In the UK and Germany the market reaction is positive.

* In France, the market reaction is negative
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Table 1. Share Repurchasing Distribution

This Table contains the number of announcements of intention to repurchase shares
distnbuted annually and on a per country basis.

Annual distribution of Share Repurchasing Announcements

Year 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 | Al
Germany 0 1 9 21 34 32 17 18 31 31| 194
France 2 20 26 49 16 35 36 24 15 40 | 263
United Kingdom 13 40 31 30 42 67 59 73 84 74 | 513
All 15 61 66 100 92 134 112 115 130 145|970
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Figure 1.

Figure 1 illustrates the annual number of repurchasing announcements for each country.
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Table 4. Cumulative Average Abnormal Results for Selected Time Windows for
All Announcements

The sample consists of 970 announcements of intention to repurchase of which 513 took place
in the UK. The announcements of intention to repurchase entail both open-market and tender-
offer repurchases. The abnormal returns are calculated with the implementation of the simple
market model with the coefficients computed over the -235 to -21 davs before the
announcement date. The table reports the cumulative average abnc‘r‘mal returns for selected
time-windows. The t-statistics are reported in parentheses | | and reported on the average
abnormal returns indicate statistical significance at the 1. 5 and 10% level respectively. =
and © report the significant difference in means for the average abnormal returns for the pairs
UK-France (*). UK-Germany (b) and Germany-France (°) respectively at the 10% confidence

level.
United Kingdom France Germany
CAAR -20,-3 0.19% -0.44% -1.23%
(0.40) (-0.57) (-0.95)
CAAR -20,-2 0.13%" 0.51% -1.42%"
(0.26) (-0.65) (-1.07)
CAAR -2,+2 *.79%° “0.84%*¢ *2.28%°
(7.11) (2.06) (3.36)
CAAR -1,+1 *'1.68%* “0.66% *° *'2.32%°
(8.64) (2.09) (4.42)
CAAR DAY 0 **1.05%>" 0.05%° ***1.98%"°
(9.34) (0.29) (6.51)
CAAR +2,+20 ‘0.91%* -0.80%* 0.09%
{1.86) -1.01) (0.07)
CAAR +3,+20 0.74%° -1.05%* -0.06%
(1.55) (-1.36) (-0.04)
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Table 5. Cumulative Average Abnormal Results for Selected Time Windows for

Initial Announcements

The sample consists of 611 initial announcements of intention to repurchase of which 296
took place in the UK, 182 in France and 133 in Germany. The announcements of intention to
repurchase entail both open-market and tender-offer repurchases. The abnormal returns are
calculated with the implementation of the simple market model with the coefficients
computed over the -255 to -21 days before the announcement date. The table reports the
cumulative average El*:rncrma*l returns for selected time-windows. The t-statistics are reported
in parentheses. . | and reported on the avera%f abnormal returns indicate statistical
significance at the 1. 5 and 10% level respectively. °, °. and ° report the significant difference
in means for the average abnormal returns for the pairs UK-France (%), UK-Germany (h] and
Germany-France (%) respectively at the 10% confidence level.

United Kingdom France Germany
CAAR -20,-3 0.39% 0.70% 1.40%
(0.56) (-0.74) (-1.01)
CAAR -20,-2 0.29% 0.72% 1.51%
(0.42) (0.73) (-1.07)
CAAR -2,+2 *'2.50%* “1.05%>° 3.09%"
(6.91) (2.09) (4.25)
CAAR -1,+1 *'2.34%° "0.74%*° *3.07%"
(8.33) (1.90) (5.45)
CAAR DAY 0 "*1.43%>° 0.11%*° "*2.49%"°
(8.83) (-0.48) (7.65)
CAAR +2,+20 "1.32%°* 1.06%* 0.01%
(1.87) (-1.08) (-0.01)
CAAR +3,+20 1.06%* 1.39%* 0.14%
(1.55) (-1.46) (-0.10)
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Table 5 considers only the initial announcement (from the firms in the
sample that had multiple announcements) as well the ones that

announced the intention of just a single share repurchase (by firma and
country).

Summary
UK larger reaction in the pre-event period (0.13% and 0.29%)

France and Germany, poorer reaction for initial announcements than for
to total announcements.

Significant difference in CAARs for each event window.
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Figure 2.

The graph illustrates the cumulative average abnormal returns for the forty-day period
surrounding the announcement date [-20 to +20]. The respective pattern emerges from
companies in the United Kingdom. France and Germany that made either one or multiple
announcements of mntention to repurchase their shares through the ten vear period under
study.
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Figure 3.

The graph illustrates the cumulative average abmormal returns for the forty-day perniod
surrounding the announcement date [-20 to +20]. The respective pattern emerges from the
mitial. only, announcement of intention to repurchase shares made by companies in the
United Kingdom. France and Germany through the ten year period under study.
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Table 6. Cumulative Average Abnormal Results for Selected Time Windows

between Serial and WNon-Serial firms

The sample consists of 97 0announcements of mmtention to repurchase of which 513 took place in the
TUE. The announcements of mntention to repurchase entail both open-market and tender-offer
repurchases. The abnormal returns are calculated with the implementation of the simple market model
with the coefficients computed over the -255 to -21 dawys before the announcement date. The table
reports the cumulative average abnormal returns for selected time-windows, for the two sub-groups of
Senal and Non-Senal firms. Senal firms are defined as the firms that made multiple announcements of
intention to repurchase their shares, whereas WNon-Sernal firms are defined as the firms that made only a
smgle announcement of mtention to repurchase ﬂ].f.‘:].‘l.' shares durnng the ten vear pernnod under study. The
t-statistics are reported in parentheses. . and ~ reported on the average abnormal returns indicate
statistical significance at the 1. 5 and 10% level respectively. *. ”. and * report the significant difference
in means for the average abncrnml returns for the pairs UK—ZFr'lu{:E; (%), UK-Germany (%) and Germany-
France (%) respectively for the Serial firms group and the *>* and © for the equivalent pairs of the Non-
Senal firms group at the 10%: confidence level.

Cumulative Average Abnormal Returns
United Kingdom France Germany
MNaorn- MNorn- MNorn-
Serals Serials Serials Serials Serials Semnals
M 328 185 128 135 7104 o0
cAAR -20,-3 0.449% -0.25% 0.04% -0.81% -1.23% 0_94%
(0.69) (0.58) (-0.65)
CAAR -20,-2 0.38°%"° -0.32% -0.14% -0.T9% -1.55%" -1.08%
(0.76) (0.43) (-0.29)
CAAR -2,+2 T 230 ? U2 T9% 0.17%* *1.58% 13T % 3.18%
(-2.93) (-1.92) (-1.36)
cAAR -1,+1 T1.19% 3.05% * 0.39% 1.06% =< 1 .55% 3150 T
(-3.39) (-1.13) (—1_47)
CAAR DAY O 067" 1T 2%% 0.39% ° 0. 17% > I B LT T2 AT <
(-2.58) {1.59) (-0.71)
CAAR +2.,+20 0.86% 1.01% -0.89%* -0.51% 0.56% -1.14%
(-0.18) (-0.32) (0.61)
CAAR +3,+20 0.77F%% 0.70% -0.859%"® -1.01% 0.42% -1.24%
{0.08) {0.14) {0.61)
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Figure 4.

The graph illustrates the cumulative average abmormal returns for the forty-day perniod
surrounding the announcement date [-20 to +20]. The respective pattern emerges from
companies in UK, France and Germany that made multiple announcements of their mtention

to repurchase their shares throughout the ten yvear period under study.
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Figure §

The graph illustrates the cumulative average abmormal returns for the forty-day penod
surrounding the announcement date [-20 to +20]. The respective pattern emerges from
companies in UK, France and Germany that announced only once their intention to
repurchase their shares throughout the ten vear period under study.
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Table 9. Cross Sectional Analysis on the Drivers of the Market Reaction to Share

Repurchasing Announcements
This table reports the estimated coefficients of the following cross-sectional regression:

CAARy= Bo + PlLEVipy + B2CASHiyy + BsMKBE .y + BeLog(SIZE)izy + BsOWNCON;ey +
BsRET;p.1y + ayDCOM;; + axDDIVip g

The sample consists of firms in the UK. France and Germany that announced a share repurchasing
program over the peniod 1996 to 2006. CAAR 1s the five-day cumulative abnormal return around the
share repurchase announcement. LEV 1s the net debt (debt nunus cash and equivalents) to total assets
ratio of the repurchasing firm in the end of the calendar year prior to the repurchase announcement.
CASH 1s the difference of a firm’s ratio of net income before taxes plus depreciation and changes n
deferred taxes and other deferred charges to total assets at the end of the year prior to the share
repurchase announcement, with the median of the industry’s respective ratio on a per year basis.
MEKBK 1s the market value of the company compared to its book value of assets at the yvear end prior to
the repurchase announcement. Log(SIZE) 1s the natural loganthm of the book value of a firm’s total
assets. OWNCON 1s the percent of closely held shares divided by the number of common shares
outstanding. Closely held shares include shares held by management. corporations, benefit/pension
schemes and individuals that hold 5% or more of the common shares outstanding. RET 1s the daily
cumulative market adjusted return for the pemod of 255 days pmor and 20 days prior to the
announcement of a share repurchase. DCOM 1s a dummy vanable that takes the value of one if the
repurchasing firm 1s 1 the UK market and zero otherwise. DDIV 1s a dummy vanable that takes the
value of one if a repurchasing firm paid dividends 1n the year prior to the repurchase announcement and
zero otherwise. The standard errors of the coefficients have been adjusted for heteroskedasticity using
White’s procedure. Prob is the p-value of the cross-sectional regression. ., . and ~ reported on the
average abnormal returns indicate statistical significance at the 1. 5 and 10% level respectively. based

on the p-values.
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Dependent varable CAAR, ;.m
Coefficient Prob.

Intercept 0.013362 0.3304
LEV 0.000526 0.9593
CASH "°.0.071387 0.0051
MKBK 0.000100 0.2610
SIZE ".0.002965 0.0214
OWNCON 0.000314 0.0193
RET *.0.015821 0.0336
DCOM 0.009824 0.1082
DDIV "0.015905 0.0423
Adjusted R’ 4.36%

N 484

Cesario MATEUS 2013
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Terrorist Attacks and Financial Markets
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http://en.wikipedia.org/wiki/File:National_Park_Service_9-11_Statue_of_Liberty_and_WTC_fire.jpg
http://en.wikipedia.org/wiki/File:Russell_square_ambulances.jpg

“An Empirical Analysis of the Impact of Terrorism on Global Financial Markets”
Tandoh and Mateus

Terrorism Definition
United Nations:”Act of terrorism in peacetime is equivelent of war Crime”

Central Intelligence Agency: “Terrorism means premeditated, politically
motivated violence perpreted agians non-combatent targets by
subnational groups or clandestine agents, usually intendfed to influence
na audience”

Aljazeere: “terrorists are actors who don’t belong to any recognized armed
forces and who don’t adhere to their rules and who are therefore regarded
as rogue actors”.

Terrorism comes from tem French word terrorisme, which is based on
Latin language verb terrere (to frighten) and deterrere (to frighten from)
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Most studies WTC (9/11)

Comparative study among NY, London and Madrid
Establish impact differences among industries
Analyses 10 markets and 13 industries

Markets react negatively to terrorist attacks (statistical significance for 1 and 5
percent levels)

Markets recover after the initial impact to previous levels (22 days in the case
of World Index after NY attack)

NY attack is the one with the largest impact in the stock market
1) Occurs with a previous stock market decline
2) Was an attack to the “financial sector”
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Event Study Structure

Event Definition

Selection Criteria

Normal and Abnormal Returns

Estimates

Tests

Interpretation

Cesario MATEUS 2013
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Methodology

Average adjusted returns

AR, =Ry,

—R.
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World Index

-4
Returns

O New York September

11th Attack
B Madrid March 11th

Attack
O London July 7th Attack
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As a benchmark index, the Dow Jones Wilshire Global Total Market Index consists
of 58 county-level Indexes and it has more than 98% of global market capitalization

Source: Official site of Dow Jones Wilshire
COUNTRY-LEVEL INDEXES (AS OF JUNE 18, 2007)

N
N
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Cummulative Abnormal Return - World Index

5.00%

0.00%

—&— London July 7th Attack

-5.00%

o —8— Madrid March 11th Attack
c
5 -10.00% New York September 11th
rg:) Attack

-15.00%

-20.00%

-25.00%

T=-10 to T=+10
Cesario MATEUS 2013 25



Cummulative Abnormal Returns - S&P500 Index
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Cummulative Abnormal Returns - NYSE Composite Index
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Cummulative Abnormal Returns - NASDAQ Composite Index
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Cummulative Abnormal Returns - CAC40 Index
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Cummulative Abnormal Returns - FTSE100 Index
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Returns

Cummulative Abnormal Returns - Nikkei 225 Index

15.00%

10.00%

5.00%

0.00% -

N

-5.00%

-10.00%

—— London July 7th Attack
—8— Madrid March 11th Attack

New York September 11th
Attack

-15.00%

-20.00%

T=-10to T=+10

Cesario MATEUS 2013

31




General Industries

Industry

Abnormal Returns for Industry Sector (t = 0)
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Cyclical
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Abnormal Returns

6 Day Cummulative Abnormal Returns for the Industry Sector Indices
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Abnormal Returns

11 days Cummulative Abnormal Returns for the Industry Sector Indices
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Price Discounts in Rights Issues: Why Do Managers Insist
On What Investors Hate?

Significant mean price discounts (25% for financial and 29% for non-
financial firms) in rights issues in the UK using a sample of 264
observations for the period of 1994 to 2006.

sample is comprised by 264 rights issues deals that occurred during the
period of 1994-2006, with 229 and 35 deals for non-financial and
financial firms

Pre and post-announcement
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Variables Description Expected Sign

Pre-announcement

Price Discount Price Discount = 1 — (issue price divided by last price) Dependent
Variable

Leverage Leverage = Total debt divided by total assets (+)

Bid_Ask Stock’s bid —ask spread in the 260 days prior to the (+)

right issue announcement
Loss Binary variable equal to one if return on assets is (+)

negative and zero otherwise
M_Sentiment Binary variable equal to one if last year market return (-)

(previous to announcement) is positive and zero

otherwise

Cesario MATEUS 2013 36




Variables

Post-announcement

CAR_Rights

Price Discount

Size
ROA

Tobin’s Q

C_Held _Shares

F_Sentiment

Description

Cumulative abnormal returns around
announcement of rights issues terms

Price Discount = 1 — (issue price divided by
last price)

Natural logarithm of firm’s market value

Return on Assets = Net Income divided by
lagged total assets

Market value of Equity plus Book value of
Debt divided by book value of debt and
Equity

Closely held shares = percentage shares
held by majority shareholders

Binary variable equal to one if firm’s
cumulative return in prior 90 days to
announcement is positive and zero otherwise

Cesario MATEUS 2013
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Price Discount;,
= a + +f,Leverage, + +p,Bid_Ask;, + B,Loss;; + ,M_Sentiment,,
+ gi,t

2
AAR; Z (R +ER; ¢)
t=_

CARpiGHrs;, = @ + +BPrice Discount;; + +f,Size;; + f,ROA;; + §,TOBIN Qi’t
+p.C_Held Shares;, + B F_Sentiment;, + &;;
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Pre-announcement

Non-Financials Model (1) Model (2) Model (3) Model (4)
Leverage 0.327*** 0.308*** 0.305*** 0.308***
(2.851) (2.915) (2.911) (2.931)

Bid-Ask 1.632*** 1.277%** 1.276%**
(3.792) (2.814) (2.813)
Loss 0.110*** 0.109*
(2.426) (2.419)
M_Sentiment 0.038
(1.059)

Constant 0.204*** 0.123*** 0.099*** 0.076***
(6.437) (3.858) (3.431) (2.077)
R-squared 0.048 0.151 0.181 0.185
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Financials Model (1) Model (2) Model (3) Model (4)

Leverage 0.087 -0.263* -0.124 -0.147
(0.434) (-1.704) (-0.985) (-1.075)

Bid-Ask 6.127*** 3.151** 3.074**
(3.605) (2.085) (2.138)
Loss 0.322*** 0.347***
(3.223) (4.0112)

M_Sentiment 0.069
(0.749)

Constant 0.221*** 0.105* 0.061 0.0131
(3.468) (1.755) (1.245) (0.154)

R-squared 0.008 0.301 0.528 0.550
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Post-announcement (Non — Financials)

Variables Model (1) Model (2) Model (3) Model (4) Model (5) Model (6)
Price Discount -0.055* -0.046 -0.050* -0.054* -0.055* -0.054**
(-1.922) (-1.626) (-1.721) (-1.917) (-1.968) (-1.991)
Size 0.008** 0.007** 0.008** 0.010** 0.009**
(2.354) (2.083) (2.153) (2.442) (2.091)
Tobin’s Q 0.004** 0.004** 0.004** 0.003*
(2.390) (2.302) (2.176) (1.711)
ROA -0.013 -0.014 -0.019
(-0.608) (-0.630) (-0.898)
C_Held_Shares 0.045 0.042
(1.164) (1.091)
F_Sentiment 0.037***
(2.765)
Constant -0.011 -0.049**  -0.058***  -0.059***  -0.082***  -0.095***
(-1.343) (-2.561) (-2.945) (-2.991) (-2.997) (-3.400)
Adj. R-squared 0.019 0.0365 0.056 0.0545 0.0574 0.0829
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Post-announcement (Financials)

Variables
Price Discount

Size

Tobin’s Q

ROA

C_Held_Shares

F_Sentiment

Constant

Adj. R-squared

Model (1)

(-2.027)

Model (2) Model (3)
-0.115*  -0.106*

(-1.939)  (-1.661)
0.002 0.004
(0.248)  (0.443)

0.004
(0.658)
-0.004 -0.025
(-0.090)  (-0.484)
0.060 0.055

cesario IVIAIEUDS ZUlS

Model (4)

-0.087
(-1.345)

0.002
(0.245)

0.006
(0.840)

0.132***

(3.500)

-0.023
(-0.455)

0.151

Model (5)

-0.098
(-1.193)

0.001
(0.101)

0.006
(0.846)

0.135***
(3.646)

-0.029
(-0.444)

-0.007
(-0.115)

0.126

Model (6)

-0.081
(-1.027)

-0.003
(-0.356)

0.007
(1.128)

0.117%**
(3.516)

-0.044
(-0.771)

0.068*
(1.878)

-0.035
(-0.554)

0.206
4z
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