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In this study, we find that relative to firms with less media coverage, stock price
sensitivity to positive (negative) earnings surprises in earnings announcements
of firms with greater media coverage is stronger (weaker). This asymmetry in
the effect of media coverage on stock price sensitivity to positive versus nega-
tive earnings surprises suggests that greater media coverage of earnings
announcements intensifies stock price reactions to positive earnings surprises
but attenuates reactions to negative earnings surprises. Moreover, we find that
negative earnings news is less persistent for firms with greater media coverage.
Overall, our findings support the conjecture that greater media coverage
increases managers’ incentive to avoid future negative news, thereby reducing
the persistence of poor financial performance and weakening price reactions to
negative earnings news.
� 2024 Sun Yat-sen University. Production and hosting by Elsevier B.V. This
is an open access article under the CC BY-NC-ND license (http://creativecom-

mons.org/licenses/by-nc-nd/4.0/).
1. Introduction

An important stream of empirical studies in accounting, finance and economics suggests that news media
play an important role in capital markets by alerting capital market participants to firm events. As a result,
media coverage can significantly affect investors’ reactions to firms’ information disclosures, such as earnings
releases (Peress, 2008; Griffin et al., 2011; Pinnuck, 2014; Miller and Skinner, 2015; Kong et al., 2017; Huang
et al., 2018; Bonsall et al., 2020; Cao et al., 2020; Kyung and Tsang, 2022; Tsang et al., 2024). In support of
this view, studies provide strong evidence that news media influence stock price reactions to earnings news by
creating and disseminating information (Bushee et al., 2010; Drake et al., 2014; Guest, 2021), disciplining
manager behavior (Miller, 2006; Dai et al., 2015) and influencing investor sentiment (Tetlock, 2007).
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In summary, studies conclude that high levels of media dissemination of earnings news reduce information
asymmetry and enhance price discovery (e.g., Engelberg and Parsons, 2011; Blankespoor et al., 2018).1

Another stream of literature examines whether and how stock market reactions to firms’ information dis-
closures vary depending on the content of the information disclosed, namely positive or negative earnings
news. These studies generally show that the stock market responds more strongly to negative news than to
positive news (e.g., Kothari et al., 2009; Mian and Sankaraguruswamy, 2012; Williams, 2015). Research also
suggests that differences in stock market reactions to firms’ information disclosures can have important capital
market implications and provide possible explanations for asymmetric market reactions to good and bad
news.2 For example, whereas Kothari et al. (2009) attribute this asymmetry to managers withholding bad
news, Mian and Sankaraguruswamy (2012) suggest that stock market reactions to earnings news can be
affected by differences in investor sentiment.

Surprisingly, despite the crucial role of the media in investors’ reactions to firms’ information disclosures
and the large difference in price reactions to positive and negative earnings news,3 studies to date have not
explored whether and how the level of media coverage of firms affects stock market reactions to positive
and negative earnings news. Thus, the main objective of this study is to examine whether and how investors’
reactions to firms’ earnings announcements containing positive and negative earnings surprises vary depend-
ing on the level of media coverage of these announcements.

Based on a large sample of quarterly earnings announcements from U.S. firms, we first demonstrate the
existence of asymmetric stock price reactions to negative and positive earnings surprises in firms’ earnings
announcements, consistent with prior studies (e.g., Kothari et al., 2009; Mian and Sankaraguruswamy,
2012; Williams, 2015). Second, we present robust evidence that stock price reactions to positive and negative
earnings surprises in quarterly earnings announcements are influenced by the level of media coverage. Specif-
ically, we find that stock price sensitivity to positive earnings surprises becomes stronger when the level of
media coverage of a firm in the pre-earnings announcement period is high; conversely, stock price sensitivity
to negative earnings surprises is weakened when the level of media coverage of a firm in the pre-earnings
announcement period is high. In other words, we find that the impact of media coverage on price reactions
to earnings news varies depending on the direction of earnings surprises. Our finding that greater media cov-
erage intensifies stock price reactions to positive earnings surprises is consistent with research showing that
greater media coverage of firms can lead to stronger stock market reactions (Peress, 2008; Engelberg and
Parsons, 2011; Li et al., 2011; Twedt, 2016). However, our finding that media coverage mitigates stock price
reactions to negative earnings surprises runs counter to the expectation that increased media coverage
strengthens price reactions to earnings news, regardless of the nature of the earnings surprises.4

Further analysis shows that our main findings are robust across (1) earnings- and non-earnings-related
news, (2) different types of media coverage (i.e., full articles, news flashes and press releases) and (3) media
coverage with varying emotional tones. Our findings are also robust to an array of additional tests, such as
examining yearly earnings announcements instead of quarterly earnings announcements, testing within-firm
variations in different levels of media coverage associated with corporate earnings announcements instead
of cross-firm variations in media coverage, using an alternative measure of earnings surprises and controlling
1 Price discovery is generally defined as ‘‘the process through which prices converge toward earnings information” (Guest, 2021, p. 1029).
2 For example, Huang et al. (2018) show that firms influence investors’ reactions to positive earnings surprises by manipulating the

salience of earnings announcements. Other evidence suggests that managers may be incentivized to limit negative stock price responses by
bundling non-earnings press releases with negative earnings news during the earnings announcement period (Liu et al., 2017) or by
strategically scheduling and timing their earnings announcements (deHaan et al., 2015). For example, Michaely et al. (2016) show that
managers opportunistically disclose bad news on Friday evenings to attenuate negative stock price reactions. Aherna and Sosyura (2014)
show that during merger negotiations, bidders tend to publish more news stories in the financial press to manipulate their stock prices.
3 Research suggests that earnings announcements constitute a major mechanism through which investors receive information about

firms (e.g., Holstein, 2008; Solomon and Soltes, 2012; Michaely et al., 2016).
4 To enhance the robustness of our findings, we use various measures of media coverage derived from the RavenPack database. These

measures include media coverage variables that are assessed using a range of pre-earnings announcement windows (e.g., the 90-, 60- and
30-day windows preceding a firm’s quarterly earnings announcement). Additionally, we use abnormal levels of media coverage during the
pre-earnings announcement window (defined as the residuals from regressing the total level of media coverage during the 90-day pre-
earnings announcement window on firm-level determinants identified by Engelberg and Parsons (2011) as an alternative measure of media
coverage.
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for the potential effects of other information intermediaries on stock price reactions to earnings news. Overall,
our findings support the conjecture that media coverage plays an important but asymmetric role in investors’
reactions to positive versus negative earnings news.

Finally, we examine the possible underlying channel that contributes to weaker stock price reactions to neg-
ative earnings news from firms with greater media coverage. Specifically, we conduct tests to examine two pos-
sible channels. First, studies suggest that losses are less persistent than profits (Hayn, 1995) and that loss
avoidance is important for both managers and investors (Degeorge et al., 1999; Matsumoto, 2002; Graham
et al., 2005). Suk et al. (2021) argue that the boards of directors of firms with lower earnings persistence
are more likely to view poor earnings performance as a transitory shock and are therefore less likely to fire
CEOs with poor earnings performance.5 According to these studies, one possible explanation for our finding
is that a higher level of media coverage increases a firm’s incentive to avoid losses and/or avoid reporting neg-
ative news in future periods. Accordingly, we predict that firms with higher levels of media coverage are more
likely than their counterparts to exhibit lower levels of negative news persistence, thereby increasing investors’
sentiment/optimism about the transient nature of negative earnings news.

Second, research shows that financial media and the business press are more likely to cover firms with dete-
riorating (versus improving) performance and that greater media coverage foreshadows poor performance and
negative earnings surprises (Niessner and So, 2017). Other studies find that the media can play an important
corporate governance role and can therefore discipline managers’ behavior.6 In line with this view, research
suggests that greater media coverage can increase firms’ accounting conservatism (i.e., recognizing bad news
in a timely manner while delaying recognition of gains; Kong et al., 2017). The conclusions drawn from these
studies regarding the information and/or monitoring role of the media thus suggest another possible explana-
tion for our finding of a weaker stock market reaction to negative earnings news when firms’ media coverage is
higher. Specifically, for firms with greater media coverage, investors may be aware of declining earnings per-
formance well before the earnings announcement date (e.g., firms may release bad news earlier due to media
coverage7 or the media may release bad news to the market more quickly). As a result, investors may exhibit
weak price reactions to negative earnings news released on the earnings announcement date.

Consistent with the first conjecture proposed above (i.e., investors tend to perceive firms with greater media
coverage as having lower negative news persistence), our evidence indicates that negative earnings news is less
persistent for firms with greater media coverage in the pre-earnings announcement period than for other firms.
In contrast, contrary to our second conjecture (i.e., firms with greater media coverage tend to release negative
earnings news earlier), repeating our tests using different pre-earnings announcement windows (i.e., –4 days to
–2 days, –7 days to –2 days, –30 days to –2 days and –60 days to –2 days) provides no evidence that the weaker
stock price response to bad news documented in our study is driven by a stronger market response to bad news
before the earnings announcement date.

Our study makes several contributions to the literature. First, a growing body of research documents the
significant capital market benefits associated with media coverage. These benefits may take the form of
reduced information asymmetry, greater investor responsiveness to information, higher analyst forecast accu-
racy and reduced incidence of mispricing (Bushee et al., 2010; Engelberg and Parsons, 2011; Drake et al., 2014;
Cao et al., 2020).8 We contribute to this literature by showing that media coverage increases stock price sen-
sitivity to earnings news when the news is positive, but reduces this sensitivity when firms report negative earn-
ings news.
5 In contrast, they show that CEOs with poor performance are more likely to be fired if their firm’s earnings persistence is high (i.e., when
poor earnings performance in the current period is more likely to carry forward to future periods).
6 Given the considerable influence of the media as information intermediaries in capital markets, many studies focus on the role of the

media in corporate governance (e.g., Dyck et al., 2008; Griffin et al., 2011; Drake et al., 2014; Hillert et al., 2014; Dai et al., 2015; Rogers
et al., 2016).
7 Kothari et al. (2009) and Baginski et al. (2018) infer the level to which managers withhold bad news by noting differences in the

magnitude of stock price sensitivity to bad news relative to good news. They argue that stronger stock price reactions to bad news (than to
good news) following earnings announcement dates suggest that managers tend to withhold bad news.
8 Other studies highlight the importance of the media by showing that firms have incentives to influence media coverage. For example,

Bushee and Miller (2012) reveal that hiring investor relations firms increases firms’ media coverage. Aherna and Sosyura (2014) show that
bidders tend to publish more news stories in the financial press during merger negotiations to manipulate their stock prices.
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Second, beginning with Ball and Brown (1968), a substantial number of accounting studies demonstrate
asymmetric stock price reactions to negative versus positive corporate news (i.e., stock price sensitivity to
earnings surprises is conditional on the sign of the unexpected earnings). This literature identifies various fac-
tors that promote asymmetric market responses to good versus bad news (e.g., Soffer et al., 2000; Conrad
et al., 2002; Francis et al., 2002; Skinner and Sloan, 2002; Hutton et al., 2003; Kothari et al., 2009; Mian
and Sankaraguruswamy, 2012; Williams, 2015). Our study adds to this literature by providing evidence that
asymmetric stock market reactions to positive versus negative earnings news can also be attributable to the
effect of media coverage on different types of earnings news. Additionally, this study adds to the literature
on the value relevance and/or informativeness of earnings (Radhakrishnan and Tsang, 2011; Kim et al.,
2019; Martins and Barros, 2021) by providing evidence supporting the importance of the level of media cov-
erage associated with earnings news.

The remainder of this study is organized as follows. Section 2 provides a literature review and develops the
study’s hypotheses. Section 3 describes the research design. Section 4 presents the data and sample selection.
Section 5 discusses the key findings. Section 6 offers our conclusions.
2. Literature review and hypothesis development

The media play an important intermediary role in financial markets by collecting, aggregating, interpreting
and disseminating firm-related news. These activities reduce information asymmetry between firms and capital
market participants (Miller, 2006; Bushee et al., 2010; Solomon and Soltes, 2012; Solomon et al., 2014; Cao
et al., 2020; Tsang et al., 2024). Studies suggest that the business press tends to exert greater influence on cap-
ital markets than do other major information intermediaries, such as financial analysts, because the business
press has a wider audience base (Fang and Peress, 2009) and greater credibility and timeliness (Kothari et al.,
2009). Consistent with this view, studies show that by widely disseminating information to capital market par-
ticipants, the business press can significantly influence investors’ decision-making processes (e.g., Huberman
and Regev, 2001; Tetlock, 2007; Peress, 2008; Tetlock et al., 2008; Bushee et al., 2010; Tetlock, 2011; Chen
et al., 2013; Drake et al., 2014; Solomon et al., 2014).9

Kothari et al. (2009) examine whether the impact of earnings disclosures on capital markets is conditional
on news content. They find that favorable (unfavorable) disclosures from the business press can decrease (in-
crease) the costs of capital and stock return volatility. Kuhnen (2015) conducts a laboratory experiment and
finds that people tend to form overly pessimistic beliefs based on negative financial news reports and that they
react more strongly to negative news than to positive news. Following this reasoning, managers who report
negative earnings surprises in their earnings announcements are expected to face stronger negative stock reac-
tions to such information when their firms receive greater media coverage. That is, although a high level of
media coverage can intensify stock price reactions to positive news, it can also intensify stock price reactions
to negative news.

In addition, many theoretical and empirical studies on capital markets implicitly assume that the media col-
lect, process and disseminate corporate news in a homogeneous, neutral and symmetrical way, without being
affected by the nature or sign of the news. This assumption may not be warranted because media reporters
(like many other capital market participants) are economic entities in the financial market. Their decisions
are therefore affected by numerous factors, such as the nature of corporate news (Mullainathan and
Shleifer, 2005; Reuter and Zitzewitz, 2006; Kothari et al., 2009; Gurun and Butler, 2012). For instance,
Hamilton (2004) suggests that media decisions regarding news coverage are often driven by the perceived level
of audience appeal. In line with this view, studies postulate that media managers have incentives to cover and
disseminate more negative news than positive news and even to report negative news more negatively (e.g.,
9 As Bushee et al. (2010, p. 2) explain, ‘‘[t]he business press is perhaps the broadest and most widely disseminated of all potential
information intermediaries, reaching both sophisticated and unsophisticated investors, as well as managers, regulators, and other market
participants.”.
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Baumeister et al., 2001; Mullainathan and Shlefier, 2005; Holstein, 2008; Solomon and Soltes, 2012). Niessner
and So (2017) reinforce the argument about media bias towards negative financial news.10 Overall, these stud-
ies suggest that capital market participants (e.g., journalists and investors) are likely to pay more attention to
negative news than to positive news.11

However, research also suggests that firms’ poor financial performance can significantly increase the like-
lihood of CEO turnover and reduce CEOs’ chances of obtaining comparable employment opportunities at
other firms after their departure (e.g., Cannella et al., 1995; Huson et al., 2001; Dai et al., 2021). In their recent
study, Suk et al. (2021) provide evidence that earnings persistence is one of the most important earnings attri-
butes in explaining the sensitivity of CEO turnover to a firm’s financial performance. Specifically, they show
that negative news disclosed by firms with lower levels of earnings persistence has a weaker influence on CEO
turnover decisions made by the board of directors. Following this observation, to the extent that greater media
coverage of poor corporate financial performance increases managers’ career concerns, we conjecture that
managers of firms reporting negative (versus positive) earnings news, particularly those of firms with greater
media coverage, have stronger incentives to avoid reporting negative news in a future period. This in turn may
increase investor sentiment regarding the future financial performance of firms. In support of this claim, Mian
and Sankaraguruswamy (2012) find that although investor sentiment/optimism intensifies stock price reac-
tions to positive news, it weakens stock price reactions to negative news. Analogously, we predict that a higher
level of media coverage will weaken stock price reactions to negative news and intensify stock price reactions
to positive news, resulting in asymmetric price reactions to positive versus negative earnings news.

Studies also suggest that the media not only affect investors’ decision-making processes but also managers’
behavior. For example, managers’ decisions to pursue acquisitions may be affected by the level and tone of
media attention given to the proposed transactions (Liu and McConnell, 2013; Cihan et al., 2017). Dai
et al. (2015) show that the dissemination of corporate insider trading news by the media constrains managers’
future trading activities by reducing the profitability of insider trading. Dyck and Zingales (2002) show that
greater media coverage increases the responsiveness of the private sector to environmental concerns. They
conclude that the media play an important role in shaping corporate policy and should not be ignored when
analyzing a country’s corporate governance system. Kong et al. (2017) find that media coverage increases
firms’ incentives to adopt conservative accounting practices to avoid public scrutiny.12 These conclusions
again suggest that a higher level of media coverage attenuates stock market reactions to negative earnings
news disclosed on earnings announcement dates, because firms with greater media coverage are likely to dis-
close negative news more quickly. In other words, investors may be aware of declining earnings performance
well before firms’ earnings announcement dates, especially for firms with greater media coverage.

Overall, ex ante, it is unclear whether and how media coverage differently affects stock market reactions to
firms’ earnings announcements that contain positive and negative earnings news. Given the potentially differ-
ent role of media coverage in stock price reactions to positive versus negative earnings news, we put forward
the following hypotheses:

Hypothesis 1a. Greater media coverage intensifies stock price reactions to negative earnings news disclosed on
the earnings announcement date.
10 A rational explanation for why the media pay more attention to negative news is provided by psychological research, which confirms
that negative events have more significant effects on individual learning and information processing than do positive events (Skowronski
and Carlston, 1989; Baumeister et al., 2001; Rozin and Royzman, 2001). For example, studies show that negative news attracts more
attention (Fiske, 1980), is easier to remember (Wentura et al., 2000) and is more carefully processed (Klinger et al., 1980) than positive
news.
11 Additionally, research suggests that newspaper readers prefer to read positive news about the firms they own, leading newspapers to
skew their coverage toward positive information (Kindleburger, 1989; Galbraith, 1990; Schiller, 2000). In line with this view, the model
proposed by Mullanaithan and Shleifer (2002) assumes that the newspaper has an incentive to change a story to match the reader’s prior
beliefs. Thus, to the extent that readers prefer to read and thus react more strongly to (are likely to discount) positive (negative) news
(Jensen, 1979; Mullanaithan and Shleifer, 2002), we also predict that media coverage has an effect on investors’ asymmetric responses to
good and bad news.
12 Research suggests that media coverage is positively associated with corporate visibility (e.g., Wartick, 1992; Carroll and McCombs,
2003; Kiousis et al., 2007; Moon and Hyun, 2014).
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Hypothesis 1b. Greater media coverage weakens stock price reactions to negative earnings news disclosed on
the earnings announcement date.
3. Research design

3.1. Determinants of media coverage

Our study aims to determine whether greater media coverage of corporate news released through earnings
announcements intensifies or attenuates stock market reactions to this news. However, media coverage is not
random (Bushee et al., 2010; Soltes, 2010). Both observable and unobservable factors related to the media’s
decision to cover a particular firm’s earnings announcements may be associated with the stock market valu-
ation of the information given in the announcements.13

To alleviate the possibility of selection bias in media coverage decisions, we use a Heckman (1979) two-
stage selection model. In the first stage, we estimate the following logistic regression model regarding the
choice of media coverage:
13 Fo
earnin
in our
14 We
that re
media
to dete
our in
earnin
remain
compe
Coverage i;q ¼ a0 þ a1Dum Press yearðt � 1Þi;q þ a2BadNewsi;q þ a3SUEi;q þ a4BadNews� SUEi;q

þ a5LnMVEi;q þ a6Leveragei;q þ a7MBi;q þ a8InstitutionHoldingi;q þ a9NumInstitutioni;q

þ a10NumAnalysti;q þ a11NumEmployeei;q þ a12SP1500i;q þ a13PriorReturni;q

þ a14PriorTurnoveri;q þ a15NumLawsuiti;q þ a16Zscorei;q þ a17HighTechi;q

þ a18Regulatei;q þ Industry and Year � Quarters Fixed Effectsþ ei;q ð1Þ

The dependent variable Coveragei,q is an indicator variable (e.g., Dum_Press_90day) used to measure firm

i’s media coverage during the (approximately) 90-day window preceding the firm’s quarterly earnings
announcement in fiscal quarter q. Specifically, this variable is measured from 1 day after a firm’s earnings
announcement date in quarter q–1 to 1 day before its earnings announcement date in quarter q. The
Heckman (1979) two-stage selection model requires an instrument to satisfy the exclusion restriction. We
examine whether our instrument is an exogenous variable in the first-stage model but does not affect the
dependent variables in the second-stage regressions. For our instrumental variable, we use
Dum Press yearðt � 1Þ, which is an indicator variable equal to 1 if the business press covers a firm during fiscal
year t–1 and 0 otherwise. A firm’s media coverage in the previous year is likely to be associated with its current
media coverage but is unlikely to affect its stock price in response to a current earnings announcement. We
calculate the inverse Mills ratio (IMR) from Eq. (1) and include IMR in the second-stage regressions.14

We include a set of factors that may affect the business press’s decision to cover a firm’s earnings announce-
ments. First, we include unexpected earnings to control for the information content of earnings announce-
ments, because the business press is more likely to cover news with a greater impact on investors. To proxy
for unexpected earnings, we follow Mian and Sankaraguruswamy (2012) and use seasonally differenced earn-
ings surprises as a measure of earnings surprises. Our proxy for unexpected earnings surprises (SUE) is thus
defined as earnings per share before extraordinary items in quarter q minus earnings per share before extraor-
dinary items in quarter q–4 (i.e., the same quarter of the previous year), scaled by the stock price at the end of
r example, managers who have less incentive to withhold bad news (e.g., managers of firms with weaker stock price reactions to their
gs announcements) are more likely than others to attract media attention. If this conjecture is valid, the research question examined
study may be subject to selection bias.
acknowledge the weakness of using media coverage in the previous year as an instrumental variable in our test. For example, firms
ceived extensive media coverage in the previous year may have acquired a larger shareholder base and analyst following. This prior
coverage may in turn affect investors’ responses to the firms’ earnings news in subsequent periods. We thus conduct additional tests
rmine the validity of our instrument, following Lennox (2012). First, we test the validity of the exclusion restriction. We find that
strument is associated with media coverage in the current fiscal quarter but is not associated with current stock returns on the
gs announcement dates. In an additional robustness test, we use an alternative instrumental variable and find that our conclusion
s unchanged. Specifically, we define an indicator variable, Media_Competitor, equal to 1 if the business press covers a firm’s major
titor in its industry during fiscal year t–1 and 0 otherwise.
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quarter q.15 In a robustness test, instead of assuming that market earnings expectations follow a random walk
model and measuring earnings surprises as seasonally differenced earnings, we define an alternative measure of
unexpected earnings surprises, SUE_Analyst, using analysts’ consensus forecasts as the benchmark.

Studies suggest that the media have a greater incentive to cover negative news than positive news because
negative news tends to attract more attention (Baumeister et al., 2001; Mullainathan and Shlefier, 2005;
Holstein, 2008; Solomon and Soltes, 2012). Thus, we define the indicator variable BadNews, which takes
the value of 1 if a firm-quarter’s SUE is negative and 0 otherwise. We interact this variable with SUE to con-
trol for possible media negativity bias. We control for firm size (LnMVE), leverage (Leverage), and growth
opportunity (MB), because the market demand for information is greater for larger firms, more leveraged
firms and faster-growing firms than for their respective counterparts (Bushee et al., 2010). Firms with higher
institutional ownership are also more likely than others to receive greater media coverage, because institu-
tional investors are the main clientele of news services (Soltes, 2010). We therefore include institutional own-
ership (InstitutionHolding) and the number of institutional investors (NumInstitution) in our analysis. We also
include analyst following (NumAnalyst) to control for the potential substitution effect between analyst cover-
age and media coverage (Fang and Peress, 2009).

In addition, as media coverage may be positively related to the potential economic impact of a particular
firm in society, we control for the number of employees (NumEmployee) as a proxy for the economic impact of
the firm. As firms included in major market indexes are of particular interest to the business press (Li et al.,
2011), we include an indicator variable for the S&P 1500 Index (SP1500). To control for investor attention, we
also include stock returns from the previous quarter (PriorReturn) and market-adjusted share turnover from
the previous quarter (PriorTurnover). Kothari et al. (2009) show that litigation costs, managerial career con-
cerns and information asymmetry are all associated with incentives to withhold bad news. Therefore, we
include the number of class action lawsuits in each industry (NumLawsuit) to control for litigation costs
and the Z-score (Zscore) to control for managerial career concerns. We also include a classification of
high-tech industries (HighTech) and a classification of regulated industries (Regulate) to control for informa-
tion asymmetry. The variables are defined in detail in Appendix I.

3.2. Stock price sensitivity to positive versus negative earnings surprises

To examine whether and how media coverage affects investors’ responses to earnings announcements that
contain positive versus negative earnings news, we follow Mian and Sankaraguruswamy (2012) and create two
indicator variables, Goodnews and Badnews, where Goodnews (Badnews) equals 1 if a firm’s unexpected earn-
ings are positive (negative) and 0 otherwise. We then multiply unexpected earnings surprises (SUE) by these
indicator variables and obtain SUEGoodNews and SUEBadNews (i.e., our measures of good and bad earnings
surprises, respectively). We further multiply SUEGoodNews and SUEBadNews by the level of media coverage,
Coverage, around the earnings announcement dates to create the interaction terms SUEGoodNews � Coverage

and SUEBadNews � Coverage. These variables allow us to test whether the earnings response coefficient of
positive versus negative earnings news varies depending on the level of media coverage. We include the indi-
cator variable BadNews as a stand-alone variable to account for the difference in intercepts for good and bad
earnings news (Bartov et al., 2002).16 Furthermore, we include industry and quarter fixed effects to control for
time-invariant industry- and quarter-specific effects that may affect stock returns surrounding earnings
announcements. We then regress the 3-day cumulative abnormal returns surrounding a firm’s quarterly earn-
ings announcements (CAR (–1, +1)) on SUEGoodNews � Coverage and SUEBadNews � Coverage.17

The model is specified as follows:
15 We
earnin
numbe
16 Fo
of SUE
17 In
3-day
adjust earnings when a stock split is observed for better comparison over the years. In an additional test, instead of using quarterly
gs announcements, we examine the role of media coverage using yearly earnings announcements. Although we have a much smaller
r of observations, our results remain unchanged.
llowing Mian and Sankaraguruswamy (2012), we also include two additional control variables, NonlGood, measured as the square
Goodnews, and NonlBad, measured as the square of SUEBadnews multiplied by –1.

a robustness test, we use the 7-day cumulative abnormal returns surrounding earnings announcements, CAR (–3, +3), instead of the
cumulative abnormal returns, CAR (–1, +1). We find that our inferences remain unchanged.
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CAR �1;þ1ð Þi;q ¼ b0 þ b1BadNewsi;q þ b2SUEGoodNewsi;q þ b3SUEGoodNews� Coveragei;q

þ b4SUEBadNewsi;q þ b5SUEBadNews� Coveragei;q þ Control Variables

þ IndustryandYear � QuartersFixedEffect þ ei;q ð2Þ

where Coverage is our proxy for media attention, measured in the period preceding a firm’s quarterly earnings
announcement. Given the positive association between stock prices and earnings surprises (Ball and Brown,
1968), we expect thatb2 > 0 andb4 > 0. Our variables of interest in this regression model are b3 and b5.

If greater media coverage increases investors’ attention to corporate earnings news contained in earnings
announcements, then we would expect b3 and b5 to be significant and positive (H1a). In contrast, if greater
media coverage of negative news in the current period provides more incentive for managers to avoid report-
ing negative news in future periods, thereby reducing investors’ concerns about the persistence of poor finan-
cial performance, we predict that firms with negative earnings news will experience less negative stock price
reactions if they have higher media coverage, compared to firms with similar negative earnings surprises
but less media coverage. In other words, we expect thatb5 < 0 (H1b).

All of the control variables in Eq. (1), but not the instrumental variable, are included in Eq. (2), with IMR
as an additional control. Furthermore, we include industry and quarter fixed effects to control for time-
invariant industry- and quarter-specific effects that may affect stock returns surrounding earnings
announcements.18

4. Data and sample selection

We identify quarterly earnings announcement dates using data from the Compustat and I/B/E/S (Institu-
tional Brokers’ Estimate System) databases, following Dellavigna and Pollet (2009) and Mian and
Sankaraguruswamy (2012). Our primary data source for firm press releases and media coverage is the Raven-
Pack database, which provides comprehensive coverage of press articles for a large number of publicly traded
U.S. firms. RavenPack offers access to all Dow Jones (DJ) news sources, including DJ Newswires and The

Wall Street Journal. Given this data coverage, studies (e.g., Drake et al., 2014) suggest that RavenPack media
data provide a valid approximation of public news for market participants. As a result, RavenPack data are
widely used by researchers to examine the role of the media in capital markets (e.g., Dang et al., 2015). We
require that all news articles obtained from RavenPack have a relevance score of 100 for (i.e., are highly rel-
evant to)19 a given firm to ensure that we only include news articles that are relevant to the firms in our
sample.

For each quarterly earnings announcement, we define a 3-day event window centered on the quarterly earn-
ings announcement date. Next, we calculate the total number of news articles published during each measure-
ment window before a firm’s quarterly earnings announcement date. Other data used in our study come from
Compustat, CRSP (Center for Research in Security Prices), I/B/E/S, Thomson Reuters 13F and Securities
Class Action Clearinghouse. Our final sample for the main analysis comprises 112,787 firm-quarter observa-
tions that are associated with 5,640 firms over the 2000–2014 period. All of the continuous variables are win-
sorized at the top and bottom 1 % to minimize the influence of outliers.

Table 1 presents the descriptive statistics. More than 77.2 % of the firms in our sample receive media cov-
erage, with an average of 18.41 news articles published in the fiscal quarter preceding a firm’s quarterly earn-
ings announcement (i.e., the period from 1 day after a firm’s earnings announcement in quarter q–1 to 1 day
before its earnings announcement in quarter q). During the 3-day earnings announcement window, an average
of 6.96 news articles are published (including both earnings- and non-earnings-related news articles).
e results for Equation (2) are qualitatively similar whether the equation controls for firm fixed effects or industry fixed effects.
venPack uses a relevance score ranging from 0 (not relevant) to 100 (highly relevant) to indicate the relevance of a news article to a
lar firm. For example, news articles focused on a firm’s industry in general (instead of focusing on the firm specifically) will have a
levance score. However, even if a news article is not classified by the database as highly relevant, news articles with a relevance score
100 can arguably play an important role in attracting investors’ attention if this news is related to a particular firm. Thus, in a
ness test, we repeat our analyses using all news articles with a relevance score of 75 and above and find that our conclusion remains
ged.



Table 1
Descriptive Statistics.

Variables N Mean 25 % Median 75 % Std. Dev.

CAR(�1,+1) 112,787 0.000 �0.045 �0.001 0.045 0.089
Num_Press_90day 112,787 18.408 2 11 25 23.140
Num_Press_60day 112,787 10.552 0 6 14 14.853
Num_Press_30day 112,787 4.861 0 2 6 7.447
Num_Press_3day 112,787 6.957 0 6 10 6.314
Abn_Num_Press 112,787 �0.026 �9.917 �1.581 7.322 17.731
Num_Press_Earnings 112,787 1.765 0 0 3 2.834
Num_Press_NonEarnings 112,787 16.609 1 9 22 21.867
Num_Press_Pos 112,787 5.688 0 3 7 9.490
Num_Press_Neg 112,787 3.800 0 1 4 7.192
Num_Press_Full 112,787 5.532 0 2 7 9.328
Num_Press_Flash 112,787 6.980 0 3 8 11.791
Num_Press_PR 112,787 2.990 0 2 4 3.357
Negative_News_Ratio 112,787 0.183 0.043 0.152 0.273 0.172
SUE 112,787 0.000 �0.005 0.001 0.006 0.033
BadNews 112,787 0.395 0 0 1 0.489
LnMVE 112,787 6.713 5.478 6.572 7.822 1.710
Leverage 112,787 0.194 0.007 0.164 0.322 0.186
MB 112,787 2.157 1.158 1.594 2.467 1.680
InstitutionHolding 112,787 0.614 0.409 0.660 0.832 0.274
NumInstitution 112,787 4.598 4.025 4.654 5.226 0.989
NumAnalyst 112,787 1.814 1.099 1.792 2.398 0.736
NumEmployee 112,787 11.801 11.782 11.794 11.820 0.020
SP1500 112,787 0.439 0 0 1 0.496
PriorReturn 112,787 0.000 �0.013 �0.001 0.012 0.029
PriorTurnover 112,787 0.009 0.004 0.007 0.012 0.008
NumLawsuit 112,787 6.150 0 1 7 17.326
Zscore 112,787 4.946 1.116 2.302 4.928 13.211
HighTech 112,787 0.287 0 0 1 0.452
Regulate 112,787 0.058 0 0 0 0.233
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RavenPack also classifies news articles into (1) full articles, (2) news flashes and (3) press releases. Full arti-
cles may include editorial content generated by reporters or other information generated by firms. News
flashes generally do not contain editorial content; instead, they simply rebroadcast information generated
by firms or other information intermediaries such as analysts. Press releases mainly comprise news generated
by firms. On average, 5.53 full news articles, 6.98 news flashes and 2.99 press releases are published in the fiscal
quarter preceding a firm’s quarterly earnings announcement.20

Table 2 presents the Pearson correlation matrix for the main variables. The significant and positive corre-
lations among all of the media coverage variables suggest that these variables capture a similar construct. Con-
sistent with Mian and Sankaraguruswamy (2012), SUE and CAR(–1, +1) are positively correlated. In
addition, LnMVE, MB, InstitutionHolding and NumAnalyst are all positively associated with our media cov-
erage variables. The results of Spearman’s non-parametric correlation analysis are similar and are therefore
not tabulated for the sake of brevity.
20 Table 1 also shows a difference between the level of Num_Press_Pos (5.688) and Num_Press_Neg (3.800). Although this difference
seems inconsistent with the view that the media tend to have greater incentives to cover negative news, it is intuitively reasonable because,
overall, more firms report positive earnings surprises than negative earnings surprises. Our results below (reported in Table 3) suggest that
when the absolute level of earnings surprises is kept constant, relative to positive earnings surprises, negative earnings surprises do indeed
tend to attract greater media attention, consistent with prior studies (Tetlock et al., 2008; Kothari et al., 2008; Bushee et al., 2010).



Table 2
Pearson Correlation Matrix.

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)

(1)CAR(�1,+1)

(2)Dum_Press_90day 0.018

(3)Num_Press_90day 0.008 0.443

(4)Num_Press_Earnings 0.022 0.371 0.502

(5)Num_Press_NonEarnings 0.006 0.422 0.993 0.402

(6)Num_Press_Pos 0.008 0.346 0.755 0.421 0.744

(7)Num_Press_Neg 0.006 0.290 0.783 0.367 0.782 0.516

(8)Num_Press_Full 0.004 0.333 0.798 0.360 0.798 0.580 0.690

(9)Num_Press_Flash 0.010 0.336 0.858 0.488 0.845 0.699 0.685 0.518

(10)Num_Press_PR 0.005 0.492 0.715 0.502 0.691 0.651 0.484 0.462 0.624

(11)BadNews �0.140�0.019�0.035�0.007�0.036�0.038�0.013�0.046�0.013�0.025

(12)SUE 0.118 0.005 0.001�0.004 0.001 0.003�0.012 0.011�0.012 0.006�0.524

(13)LnMVE 0.009 0.132 0.507 0.206 0.510 0.398 0.378 0.383 0.460 0.358�0.094 0.014

(14)MB �0.040 0.017 0.039�0.001 0.041 0.017 0.054 0.083�0.005 0.016�0.077 0.0410.115

(15) InstitutionHolding 0.029 0.245 0.321 0.174 0.317 0.196 0.219 0.244 0.232 0.285�0.035�0.0060.448�0.002
(16)NumAnalyst 0.013 0.138 0.456 0.198 0.456 0.339 0.344 0.348 0.408 0.319�0.018�0.0210.671 0.0590.469

Entries in Bold denotes a significance level of at least 0.05. Continuous variables are winsorized at the 1st and 99th percentiles. All variables
are defined in the Appendix.

10 M. Yu et al. / China Journal of Accounting Research 17 (2024) 100379
5. Empirical results

5.1. Determinants of media coverage

As studies indicate that the business press is more likely to cover and/or tends to cover more negative cor-
porate news than positive news (e.g., Niessner and So, 2017), our study does not retest this assumption. Nev-
ertheless, we validate it as a first step in our study. The results of estimating Eq. (1) to test the plausibility of
this assumption are reported in Table 3. We find significant and negative (positive) coefficients on SUE (Bad-
News � SUE) across all models with and without the instrumental variable, which is consistent with the find-
ings of previous studies (e.g., Niessner and So, 2017). These results suggest that business-focused media are
more likely to cover and/or tend to cover more negative earnings news than positive earnings news.

5.2. Media coverage and asymmetric stock price sensitivity to positive versus negative earnings surprises

Table 4 reports the results of estimating Eq. (2), which allow us to examine the effects of media coverage on
the sensitivity of stock prices to positive versus negative earnings surprises. We use five proxies (i.e.,
Num_Press_90day, Num_Press_60day, Num_Press_30day, Num_Press_3day and Abn_Num_Press) for the
level of pre-earnings announcement media coverage to examine whether and how the number of news articles
published before a firm’s earnings announcement date affects the intensity of stock price reactions to an earn-
ings surprise, and whether and how this effect varies depending on the direction of the earnings surprise. Using
our five proxies, consistent with Mian and Sankaragursuswamy (2012), we find significant and positive coef-
ficients on SUEGoodNews, supporting the notion that earnings surprises are value relevant for investors.

Our main variables of interest are the coefficients on SUEGoodNews � Coverage and
SUEBadNews � Coverage, which measure the effects of media coverage on the sensitivity of stock prices to
positive and negative earnings news, respectively. We find a significant and positive coefficient on
SUEGoodNews � Coverage, suggesting that greater media coverage of a firm strengthens positive stock price
reactions to the firm’s positive earnings surprises. More importantly, the significant and negative coefficient on
SUEBadNews � Coverage across all columns of Table 4 strongly supports H1b that greater media coverage in
the period before a firm’s earnings announcement attenuates (i.e., weakens) investors’ reactions to negative
earnings surprises in the earnings announcement.



Table 3
Determinants of Media Coverage.

Dependent Variable Coverage = Dum_Press_90day Coverage = Dum_Press_90day

Model Logistic Logistic

(1) (2)

Dum_Press_Year(t-1) 6.322***
(0.000)

BadNews �0.048* �0.208***
(0.078) (0.000)

SUE �3.903*** �4.106***

(0.000) (0.000)

BadNews � SUE 8.669*** 6.560***

(0.000) (0.000)

LnMVE �0.413*** 0.082*
(0.000) (0.060)

Leverage �0.430** �0.303
(0.020) (0.158)

MB 0.113*** 0.041**
(0.000) (0.042)

InstitutionHolding 0.931*** �0.023
(0.000) (0.904)

NumInstitution 0.679*** �0.117
(0.000) (0.140)

NumAnalyst 0.216*** 0.489***
(0.000) (0.000)

NumEmployee �1.548 �3.731
(0.231) (0.123)

SP1500 0.196** �0.393***
(0.035) (0.000)

PriorReturn 0.176 0.214
(0.483) (0.549)

PriorTurnover –23.348*** �9.401**
(0.000) (0.019)

NumLawsuit 0.001 �0.004***
(0.789) (0.003)

Zscore 0.002 �0.002
(0.462) (0.130)

HighTech 0.108 0.112
(0.448) (0.462)

Regulate 0.397 0.318
(0.294) (0.271)

Constant 17.071 44.537
(0.262) (0.119)

Industry&Year-Quarters Fixed Effect Yes Yes
Firm Clustering Yes Yes
Observations 112,787 112,787
Pseudo R-squared 0.119 0.629

*, **, and *** denote significance at the 0.1, 0.05, and 0.01 levels, respectively (two-tailed). Continuous variables are winsorized at the 1st
and 99th percentiles. All variables are defined in the Appendix.
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By measuring the level of media coverage using different measurement windows (i.e., 90, 60 and 30 days
before a firm’s earnings announcements), we can also determine the relative magnitude of the estimated coef-
ficients on BadNews � SUE � Coverage. We find statistically different magnitudes, with a larger magnitude
when the measurement window is shorter and closer to a firm’s earnings announcement date. This finding sug-
gests that when media coverage is closer to the earnings announcement date, it tends to more strongly weaken
stock price reactions to negative earnings surprises (–0.014 in column 4 and –0.005 in column 1). Similarly,
using an additional measure of media coverage based on the abnormal number of news articles surrounding
a firm’s quarterly earnings announcement date (defined as the residual of the model regressing the total level of



Table 4
Media Coverage and Asymmetric Stock Price Reactions to Positive versus Negative Earnings Surprises.

Dependent variable CAR(�1,+1)

Coverage = Num_Press_90day Num_Press_60day Num_Press_30day Num_Press_3day Abn_Num_Press

Model OLS OLS OLS OLS OLS

(1) (2) (3) (4) (5)

BadNews �0.017*** �0.017*** �0.017*** �0.017*** �0.017***
(0.000) (0.000) (0.000) (0.000) (0.000)

SUEGoodNews 0.423*** 0.426*** 0.438*** 0.415*** 0.452***
(0.000) (0.000) (0.000) (0.000) (0.000)

SUEGoodNews � Coverage 0.002** 0.002** 0.002 0.005* 0.003***

(0.029) (0.028) (0.300) (0.060) (0.004)

SUEBadNews 0.348*** 0.341*** 0.336*** 0.364*** 0.285***
(0.000) (0.000) (0.000) (0.000) (0.000)

SUEBadNews � Coverage �0.005*** �0.007*** �0.013*** �0.014*** �0.004***

(0.000) (0.000) (0.000) (0.000) (0.000)

NonlGood �3.125*** �3.134*** �3.150*** �3.117*** �3.160***
(0.000) (0.000) (0.000) (0.000) (0.000)

NonlBad �1.217*** �1.206*** �1.203*** �1.240*** �1.182***
(0.000) (0.000) (0.000) (0.000) (0.000)

LnMVE 0.001*** 0.001*** 0.001*** 0.001*** 0.001***
(0.002) (0.002) (0.002) (0.001) (0.002)

Leverage 0.001 0.001 0.002 0.002 0.001
(0.427) (0.421) (0.393) (0.411) (0.429)

MB �0.002*** �0.002*** �0.002*** �0.002*** �0.002***
(0.000) (0.000) (0.000) (0.000) (0.000)

InstitutionHolding 0.014*** 0.014*** 0.014*** 0.013*** 0.014***
(0.000) (0.000) (0.000) (0.000) (0.000)

NumInstitution �0.004*** �0.004*** �0.004*** �0.004*** �0.004***
(0.000) (0.000) (0.000) (0.000) (0.000)

NumAnalyst 0.002*** 0.002*** 0.002*** 0.002*** 0.002***
(0.002) (0.002) (0.002) (0.004) (0.002)

NumEmployee �0.135** �0.133** �0.133** �0.131** �0.132**
(0.012) (0.013) (0.013) (0.014) (0.014)

SP1500 0.004*** 0.003*** 0.004*** 0.003*** 0.003***
(0.000) (0.000) (0.000) (0.000) (0.000)

PriorReturn �0.008 �0.008 �0.008 �0.008 �0.008
(0.488) (0.480) (0.471) (0.480) (0.500)

PriorTurnover �0.332*** �0.330*** �0.324*** �0.308*** �0.314***
(0.000) (0.000) (0.000) (0.000) (0.000)

NumLawsuit 0.000 0.000 0.000 0.000 0.000
(0.212) (0.220) (0.229) (0.182) (0.206)

Zscore 0.000** 0.000** 0.000** 0.000** 0.000**
(0.030) (0.029) (0.028) (0.030) (0.026)

HighTech 0.002 0.002 0.002 0.002 0.002
(0.186) (0.182) (0.180) (0.196) (0.184)

Regulate �0.002 �0.002 �0.002 �0.002 �0.002
(0.354) (0.351) (0.361) (0.380) (0.387)

Constant 1.598** 1.579** 1.576** 1.558** 1.559**
(0.011) (0.012) (0.013) (0.014) (0.014)

Industry&Year-Quarters Fixed
Effect

Yes Yes Yes Yes Yes

Firm Clustering Yes Yes Yes Yes Yes
Observations 112,787 112,787 112,787 112,787 112,787
R-squared 0.029 0.029 0.029 0.029 0.029

Goodnews (Badnews) equals 1 if the unexpected earnings is positive (negative), and 0 otherwise. We then multiply unexpected earnings
surprises (SUE) by these indicator variables to yield SUEGoodNews and SUEBadNews (i.e., our measures of good and bad earnings
surprises), respectively. *, **, and *** denote significance at the 0.1, 0.05, and 0.01 levels, respectively (two-tailed). Continuous variables
are winsorized at the 1st and 99th percentiles. All variables are defined in the Appendix.
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Table 5
Media Coverage and Stock Price Reactions to Positive versus Negative Earnings Surprises.

Panel A. Media Coverage by Content—Earnings-Related versus Non-Earnings-Related News Articles.

Dependent variable CAR(�1, +1)

Earnings-Related News Non-Earnings-Related News All News

Coverage = Num_Press_Earnings Num_Press_NonEarnings

Model OLS OLS OLS

(1) (2) (3)

BadNews �0.021*** �0.022*** �0.022***
(0.000) (0.000) (0.000)

SUE 0.031* 0.039** 0.021
(0.098) (0.050) (0.296)

BadNews � SUE 0.142*** 0.147*** 0.174***
(0.000) (0.000) (0.000)

Num_Press_Earnings 0.001* 0.001***
(0.065) (0.002)

BadNews � Num_Press_Earnings 0.001 �0.000
(0.489) (0.845)

SUE � Num_Press_Earnings 0.030*** 0.027***

(0.000) (0.000)

BadNews � SUE � Num_Press_Earnings �0.055*** �0.042***

(0.000) (0.000)

Num_Press_NonEarnings �0.001*** �0.001***
(0.003) (0.000)

BadNews � Num_Press_NonEarnings 0.001*** 0.001**
(0.008) (0.010)

SUE � Num_Press_NonEarnings 0.002*** 0.001

(0.008) (0.222)

BadNews � SUE � Num_Press_NonEarnings �0.006*** �0.004***

(0.000) (0.000)

All Other Controls Yes Yes Yes
Industry&Year-Quarters Fixed Effect Yes Yes Yes
Firm Clustering Yes Yes Yes
Observations 112,787 112,787 112,787
R-squared 0.028 0.028 Yes

Panel B. Media Coverage by Type—Full News Articles, Flash News Articles, and Press Releases

Dependent variable CAR(�1,+1)

Full News Articles Flash News Articles Press Release News Articles All Types

Coverage = Num_Press_Full Num_Press_Flash Num_Press_PR

Model OLS OLS OLS OLS

(1) (2) (3) (4)

BadNews �0.021*** �0.022*** �0.022*** �0.022***
(0.000) (0.000) (0.000) (0.000)

SUE 0.050*** 0.047** 0.035* 0.030

(0.009) (0.014) (0.095) (0.162)

BadNews�SUE 0.115*** 0.132*** 0.154*** 0.162***

(0.000) (0.000) (0.000) (0.000)

Num_Press_Full �0.001** �0.001
(0.011) (0.250)

BadNews� Num_Press_Full 0.001* 0.001
(0.052) (0.521)

SUE�Num_Press_Full 0.004** 0.003

(0.027) (0.240)

BadNews�SUE�Num_Press_Full �0.012*** �0.003

(0.000) (0.391)

Num_Press_Flash �0.001** �0.001
(0.011) (0.372)

BadNews�Num_Press_Flash 0.001*** 0.001***

(continued on next page)
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Table 5 (continued)

Panel B. Media Coverage by Type—Full News Articles, Flash News Articles, and Press Releases

Dependent variable CAR(�1,+1)

Full News Articles Flash News Articles Press Release News Articles All Types

Coverage = Num_Press_Full Num_Press_Flash Num_Press_PR

Model OLS OLS OLS OLS

(1) (2) (3) (4)

(0.000) (0.008)
SUE�Num_Press_Flash 0.003** 0.000

(0.026) (0.796)

BadNews�SUE�Num_Press_Flash �0.010*** �0.006**

(0.000) (0.040)

Num_Press_PR �0.001** �0.001
(0.019) (0.464)

BadNews�Num_Press_PR 0.001** �0.001
(0.050) (0.783)

SUE�Num_Press_PR 0.012** 0.009

(0.016) (0.177)

BadNews�SUE�Num_Press_PR �0.034*** �0.018*

(0.000) (0.069)

All Other Controls Yes Yes Yes Yes
Industry&Year-Quarters Fixed Effect Yes Yes Yes Yes
Firm Clustering Yes Yes Yes Yes
Observations 112,787 112,787 112,787 112,787
Adjusted R-Squared 0.028 0.028 0.028 0.028

Panel C. Media Coverage by Tone—Positive/Negative News Articles

Dependent variable CAR(�1,+1)

News with Positive Tone News with Negative Tone News with All Tones

Coverage = Num_Press_Pos Num_Press_Neg

Model OLS OLS OLS

（1） （2） （3）

BadNews �0.022*** �0.021*** �0.022***
(0.000) (0.000) (0.000)

SUE 0.037* 0.043** 0.030

(0.053) (0.022) (0.124)

BadNews�SUE 0.123*** 0.132*** 0.147***

(0.000) (0.000) (0.000)

Num_Press_Pos �0.001*** �0.001**
(�0.004) (�0.023)

BadNews�Num_Press_Pos 0.001*** 0.001*
(0.001) (0.055)

SUE�Num_Press_Pos 0.007*** 0.005**

(0.000) (0.012)

BadNews�SUE�Num_Press_Pos �0.012*** �0.007**

(0.000) (�0.046)

Num_Press_Neg �0.001 0.001
(�0.338) (0.937)

BadNews� Num_Press_Neg 0.001** 0.001
(0.025) (0.314)

SUE� Num_Press_Neg 0.009*** 0.005

(0.005) (0.136)

BadNews�SUE�Num_Press_Neg �0.022*** �0.017***

(�0.000) (�0.001)

All other controls Yes Yes Yes
Industry&Year-Quarters Fixed Effect Yes Yes Yes
Firm Clustering Yes Yes Yes
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Table 5 (continued)

Panel C. Media Coverage by Tone—Positive/Negative News Articles

Dependent variable CAR(�1,+1)

News with Positive Tone News with Negative Tone News with All Tones

Coverage = Num_Press_Pos Num_Press_Neg

Model OLS OLS OLS

（1） （2） （3）

Observations 112,787 112,787 112,787
Adjusted R-Squared 0.028 0.028 0.028

*, **, and *** denote significance at the 0.1, 0.05, and 0.01 levels, respectively (two-tailed). Continuous variables are winsorized at the 1st
and 99th percentiles. All variables are defined in the Appendix.
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media coverage (Num_Press_90day) on the control variables included in Eq. (1)), we again find a significant
and negative coefficient on the interaction term SUEBadNews � Coverage (column 5). This result confirms our
previous findings.

Information intermediaries such as institutional investors, financial analysts and news media shape firms’
information environment and play a crucial role in disseminating firms’ information to other capital market
participants (e.g., Piotroski and Roulstone, 2004; Bushee et al., 2010). It is therefore important to control for
the potential effects of these variables when examining the influence of media coverage on stock price reactions
to positive and negative earnings news. Rather than simply controlling for the main effects of these variables in
Model (2), in an additional test we include their interaction terms with SUE and BadNews � SUE. In untab-
ulated results, after controlling for the potential effects of LnMVE, NumAnalyst and InstitutionHolding in the
differential market response to positive versus negative news, we find that a firm’s level of media coverage
remains an incrementally important factor affecting stock price reactions to positive and negative earnings
surprises.

In addition to using the Heckman (1979) two-stage selection model, we adopt the propensity score match-
ing method to mitigate potential media self-selection issues. Specifically, we identify a sample of firms that do
not receive media coverage but are otherwise similar (across all observable dimensions) to those that do
receive media coverage. Each firm with media coverage is matched with the firm without media coverage that
has the closest propensity score within a maximum distance of 1 % (in the same year). This procedure yields
24,205 firm-year observations in the sample with media coverage and 24,205 observations in the matched sam-
ple without media coverage (a total of 48,410 observations). We obtain results that corroborate our finding
that stock price reactions to negative earnings surprises are attenuated for firms with greater media coverage.

5.3. Media coverage by content: Earnings-related versus non-earnings-related news articles

In this section, we investigate whether the effects of media coverage on stock price reactions to negative
earnings surprises vary depending on the content of media coverage in the pre-earnings announcement period.
Previous studies suggest that investors tend to have limited attention spans regarding firm-specific information
(Peng and Xiong, 2006; Hirshleifer et al., 2009) and that the media play an important intermediary role in the
dissemination of information released in earnings announcements (Fang and Peress, 2009; Bushee et al., 2010;
Tetlock, 2010). Consistent with previous findings, we predict that investors’ attention to earnings-related news
articles will have a greater effect on stock price reactions to earnings surprises during the earnings announce-
ment period.



Table 6
Media Coverage and Persistence of Negative Earnings.

Dependent variable BadNewsi,q+1

Coverage = Num_Press_90day Num_Press_60day Num_Press_30day Abn_Num_Press

Model Logistic Logistic Logistic Logistic

(1) (2) (3) (4)

BadNewsi,q 1.601*** 1.602*** 1.593*** 1.573***

(0.000) (0.000) (0.000) (0.000)

BadNewsi,q � Coveragei,q �0.002*** �0.004*** �0.008*** �0.003***

(0.000) (0.000) (0.000) (0.001)

Coveragei,q 0.001** 0.003*** 0.008*** 0.001**
(0.013) (0.000) (0.000) (0.022)

LnMVEi,q �0.237*** �0.239*** �0.240*** �0.250***
(0.000) (0.000) (0.000) (0.000)

Leveragei,q 0.199*** 0.202*** 0.204*** 0.245***
(0.000) (0.000) (0.000) (0.000)

MBi,q �0.116*** �0.115*** �0.115*** �0.126***
(0.000) (0.000) (0.000) (0.000)

InstitutionHoldingi,q �0.374*** �0.365*** �0.359*** �0.407***
(0.000) (0.000) (0.000) (0.000)

NumInstitutioni,q 0.129*** 0.122*** 0.117*** 0.154***
(0.000) (0.000) (0.000) (0.000)

NumAnalysti,q 0.257*** 0.254*** 0.252*** 0.267***
(0.000) (0.000) (0.000) (0.000)

NumEmployeei,q 3.748*** 3.670*** 3.669*** 3.899***
(0.000) (0.000) (0.000) (0.000)

SP1500i,q 0.024 0.024 0.025 0.022
(0.209) (0.198) (0.179) (0.254)

PriorReturni,q �0.586** �0.588** �0.592** �0.577**
(0.014) (0.014) (0.013) (0.019)

PriorTurnoveri,q 5.501*** 5.539*** 5.562*** 5.419***
(0.000) (0.000) (0.000) (0.000)

NumLawsuiti,q 0.003*** 0.003*** 0.003*** 0.003***
(0.000) (0.000) (0.000) (0.000)

Zscorei,q 0.005*** 0.005*** 0.005*** 0.006***
(0.000) (0.000) (0.000) (0.000)

HighTechi,q 0.094*** 0.093*** 0.092*** 0.102***
(0.000) (0.000) (0.000) (0.000)

Regulatei,q 0.139*** 0.139*** 0.138*** 0.156***
(0.000) (0.000) (0.000) (0.000)

Constant �44.521*** �43.564*** �43.540*** �46.306***
(0.000) (0.000) (0.000) (0.000)

Industry&Year-Quarters Fixed Effect Yes Yes Yes Yes
Firm Clustering Yes Yes Yes Yes
Observations 112,553 112,553 112,553 112,553
Pseudo R-squared 0.123 0.124 0.124 0.127

*, **, and *** denote significance at the 0.1, 0.05, and 0.01 levels, respectively (two-tailed). Continuous variables are winsorized at the 1st
and 99th percentiles. All variables are defined in the Appendix.
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To examine whether the effects of media coverage on stock price sensitivity to bad news vary depending
on the content of media coverage,21 we separately examine whether the level of financial news items
(Num_Press_Earnings) and that of non-financial news items (Num_Press_NonEarnings) affect stock market
21 RavenPack classifies each news article based on its topic, which allows us to identify the content of each article. We treat an article as
financial or earnings-related news if it falls into one of the following categories: mergers and acquisitions, analyst ratings, asset news,
balance of payments, bankruptcy, credit, credit ratings, dividends, earnings, equity actions, insider trading, target prices, revenues,
securities, stock prices or taxes. Any news article that does not belong to the financial news group is classified as non-financial or non-
earnings-related news (e.g., news related to corporate social responsibility, regulations or products).



M. Yu et al. / China Journal of Accounting Research 17 (2024) 100379 17
reactions to negative earnings news. As we focus on stock market reactions to bad news, we interact these
two variables with SUE and BadNews and compare their estimated coefficients. The results are presented
in Panel A of Table 5. We find that increasing levels of both financial and non-financial news coverage
attenuate stock price reactions to negative earnings surprises. The coefficients on
BadNews � SUE � Coverage are significant and negative whether Coverage is measured based on
earnings-related or non-earnings-related news articles. However, the coefficient on
BadNews � SUE � Coverage in column 1 (with Coverage measured by the total number of financial news
items) is significantly larger than the coefficient in column 2 (with Coverage measured by the total number
of non-financial news items). The coefficients are –0.055 and –0.006, respectively. Specifically, these results
show that the coefficient on BadNews � SUE � Num_Press_Earnings is significantly larger than the coef-
ficient on BadNews � SUE � Num_Press_NonEarnings. Similar patterns are observed for the effects of
media coverage on stock price reactions to positive earnings news. Thus, the findings reported here sup-
port our prediction that relative to non-earnings-related news, earnings-related news coverage tends to
play a more important role in attenuating stock market reactions to firms’ bad news disclosures.

5.4. Media coverage by type: Full news articles, news flashes and press releases

In this section, we explore whether the effects of media coverage on stock price reactions to negative earn-
ings surprises vary depending on the type of media coverage in the pre-earnings announcement period. Specif-
ically, we investigate whether different types of news articles (i.e., full news articles, news flashes and press
releases) have different effects on stock price reactions to earnings surprises. The results are presented in Panel
B of Table 5. Across the three types of news articles, we find that the coefficients on BadNews � SUE � Cover-
age are all significant and negative. Overall, these findings align with our argument that investors are likely to
be affected by media coverage in their reactions to bad news earnings announcements.

5.5. Media coverage by tone: News articles with a positive versus negative tone

Studies suggest that not only the level of media coverage but also the tone of media coverage can signifi-
cantly affect the decision-making of capital market participants (e.g., Liu and McConnell, 2013; Cihan et al.,
2017; Bradshaw et al., 2021). RavenPack assigns each news article a sentiment score ranging from 0 to 100,
with a score of 50 indicating neutrality, a score below 50 indicating a more negative tone and a score above
50 indicating a more positive tone.22 Thus, we further examine whether the effects of media coverage on stock
price reactions to negative versus positive earnings surprises vary depending on the tone of media coverage in
the pre-earnings announcement period. The results are presented in Panel C of Table 5. We find that regardless
of tone, greater media coverage attenuates stock price reactions to negative earnings surprises during earnings
announcements.

5.6. Additional test

News from unreliable sources can misinform capital market participants, leading them to form false beliefs.
Thus, we classify a news source as reliable if its reliability is coded 1 by RavenPack and as less reliable other-
wise.23 The results (untabulated) show that the number of news articles from more reliable news providers (vs.
22 The composite sentiment score created by RavenPack measures news sentiment in a given story by combining five sentiment analysis
techniques. Composite sentiment scores are determined by assessing emotionally charged words and phrases embedded in news stories and
are typically rated by experts as having short-term positive or negative effects on stock prices.
23 RavenPack rates the influence and trustworthiness of each news provider on a scale of 1 to 10, with 1 indicating the most trusted
sources. According to RavenPack’s definition, a news source assigned a score of 1 is considered fully accountable, reputable and impartial.
News providers with a score of 1 include highly reliable news media organizations and blogs. News media organizations in this category
include The Washington Times, The New York Times, The Financial Times, The Times, The Heritage Foundation, Barrons, Marketwatch,
Bloomberg News, Forbes.com and The New York Daily News. A ‘‘blog” is defined as ‘‘a discussion or informational website with discrete
entries or posts.” (Walker Rettberg, 2008, p.18). Blogs with a score of 1 include the Blog Herald, Green Technology, Drugs.com, Gig
News, Mediapost and Media Creativity.

http://Forbes.com
http://Drugs.com
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that from less reliable providers) does indeed tend to play a more important role in stock price reactions to
negative earnings surprises.

A possible explanation for our main finding is that wider media dissemination of a firm’s poor financial
performance increases its CEO’s career concerns, which, in turn, increases the firm’s incentives to avoid
reporting negative news in future periods. In this section, we directly test this potential explanation by exam-
ining whether and how media coverage affects the correlation between the likelihood of reporting negative
news in the current period and the likelihood of reporting negative news in the future. Specifically, we regress
BadNews in quarter q + 1 on BadNews in quarter q and the interaction term between BadNews in quarter q
and Coverage. The results are reported in Table 6. Consistent with our conjecture, we find that the coefficient
on the interaction term BadNews � Coverage is significant and negative, indicating that greater media cover-
age weakens the persistence of negative news.
5.7. Additional robustness tests

In our study, we attempt to address the potential endogeneity of media coverage by using the Heckman
(1979) two-stage selection model to explain the media’s decisions to cover a firm. In this section, we conduct
additional tests to better address the identification issue. Instead of comparing firms, we compare earnings
announcements made by the same firm in the same year that generate the same (or similar) earnings surprises,
when one announcement receives more media coverage than the other. We again find that relative to negative
earnings announcements issued by a firm with less media coverage, negative earnings announcements issued
by the same firm with greater media coverage tend to elicit a lesser stock market reaction. Finally, we conduct
additional tests to ensure that our findings are robust to yearly earnings announcements. The findings of our
study do not seem to be affected by this choice.
6. Conclusion

In this study, we use multiple variables to measure the level of media coverage in the period preceding firms’
earnings announcements. We find consistent and robust evidence that although increased media coverage
causes an increase in stock price sensitivity to positive earnings surprises, it causes a reduction in stock price
sensitivity to negative earnings surprises. Our additional analyses reveal that these findings are robust to yearly
earnings announcements, earnings- and non-earnings-related news, different types of media coverage (i.e., full
articles, news flashes and press releases) and media coverage with varying emotional tones. Our findings are
also robust after controlling for the potential effects of other major information intermediaries, namely insti-
tutional investors and financial analysts, on stock price sensitivity to earnings surprises. Overall, our findings
suggest that media coverage plays an important but asymmetric role in investors’ reactions to positive versus
negative earnings news.

Further evidence indicates that negative earnings news is less persistent for firms with greater media cov-
erage than for other firms. This finding supports the conjecture that greater media coverage increases man-
agers’ incentives to avoid future negative news, thereby reducing the persistence of poor financial
performance and weakening price reactions to firms’ negative earnings news.

We acknowledge that our results should be interpreted with caution. Indeed, the relationship between
media coverage and asymmetric investor responses to good and bad news may be endogenously determined.
For example, to the extent that firms reporting bad news are likely to provide more information across various
channels (e.g., corporate websites or social media) to attenuate investors’ strong reactions to bad news, our
findings may be attributable to increased firm disclosures bundled with bad news. Such a conjecture is worthy
of future investigation.
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Appendix 1. Variable definitions
Variable
 Definition
 Data Source
CAR(–1,+1)
 Cumulative abnormal returns over a 3-day window (from
day –1 to day + 1, with day 0 being the quarterly earnings
announcement date) surrounding a firm’s quarterly
earnings announcement date;
CRSP
CAR (–3, +3)
 Cumulative abnormal returns over a 7-day window (from
day –3 to day + 3) surrounding a firm’s quarterly earnings
announcement date;
CRSP
Num_Press_90day
 The total number of news articles (all articles) specifically
related to firm i published during the 90-day window
preceding the firm’s quarterly earnings announcement date
(the period from 1 day after the earnings announcement
date in quarter q–1 to 1 day before the earnings
announcement date in quarter q);
RavenPack
Num_Press_60day
 The total number of news articles (all articles) specifically
related to firm i published during the 60-day window
preceding the firm’s quarterly earnings announcement
date;
RavenPack
Num_Press_30day
 The total number of news articles (all articles) specifically
related to firm i published during the 30-day window
preceding the firm’s quarterly earnings announcement
date;
RavenPack
Num_Press_3day
 The total number of news articles (all articles) specifically
related to firm i published in the 3-day window (from day –
1 to day + 1, with day 0 being the firm’s quarterly earnings
announcement date) surrounding the firm’s quarterly
earnings announcement date;
RavenPack
Dum_Press_90day
 An indicator variable equal to 1 if the total number of
news articles (i.e., Num_Press_90day) published during the
90-day window preceding the firm’s quarterly earnings
announcement date is greater than 0, and 0 otherwise;
RavenPack
Dum_Press_Year(t–1)
 An indicator variable equal to 1 if the total number of
news articles published in year t–1 is greater than 0, and 0
otherwise;
RavenPack
Abn_Num_Press
 The level of abnormal media coverage measured during the
90-day window preceding a firm’s quarterly earnings
announcement date. It is defined as the residual from
regressing the level of media coverage (i.e.,
Num_Press_90day) on firm-level determinants identified
by Engelberg and Parsons (2011) (i.e., all control variables
included in Equation (1));
RavenPack
Num_Press_Earnings
 The total number of news articles (particularly earnings-
related news articles) specifically related to firm i published
during the 90-day window preceding the firm’s quarterly
earnings announcement date;
RavenPack
(continued on next page)
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Appendix 1 (continued)
Variable
 Definition
 Data Source
Num_Press_NonEarnings
 The total number of news articles (particularly non-
earnings-related news articles) specifically related to firm i
published during the 90-day window preceding the firm’s
quarterly earnings announcement date;
RavenPack
Num_Press_Pos
 The total number of news articles with a sentiment score of
50 or above (i.e., positive tone) specifically related to firm i

published during the 90-day window preceding the firm’s
quarterly earnings announcement date;
RavenPack
Num_Press_Neg
 The total number of news articles with a sentiment score
below 50 (i.e., negative tone) specifically related to firm i
published during the 90-day window preceding the firm’s
quarterly earnings announcement date;
RavenPack
Num_Press_Full
 The total number of full news articles specifically related to
firm i published during the 90-day window preceding the
firm’s quarterly earnings announcement date;
RavenPack
Num_Press_Flash
 The total number of news flashes specifically related to firm
i published during the 90-day window preceding the firm’s
quarterly earnings announcement date;
RavenPack
Num_Press_PR
 The total number of press releases specifically related to
firm i published during the 90-day window preceding the
firm’s quarterly earnings announcement date;
RavenPack
Num_Press_MoreReliable
 The total number of news articles from reliable news
sources specifically related to firm i published during the
90-day window preceding the firm’s quarterly earnings
announcement date; the reliability of each article is defined
using the reliability score provided by RavenPack’s Web
Edition database; news articles with a reliability score of 1
are defined as reliable;
RavenPack
Num_Press_LessReliable
 The total number of news articles from less reliable news
sources specifically related to firm i published during the
90-day window preceding the firm’s quarterly earnings
announcement date; the reliability of each article is defined
using the reliability score provided by RavenPack’s Web
Edition database; news articles with a reliability score of 2,
3, 4 or 5 are defined as less reliable;
RavenPack
Negative_News_Ratio
 The ratio of the number of negative news articles to the
total number of news articles, measured as the total
number of negative news articles (news articles with a
sentiment score < 50) divided by the total number of news
articles issued during the 90-day window preceding a firm’s
quarterly earnings announcement date;
RavenPack
SUE
 A measure of earnings surprise, defined as actual earnings
per share before extraordinary items in quarter q minus
actual earnings per share before extraordinary items in
quarter q–4 (i.e., the same quarter of the previous year),
scaled by the stock price at the end of the quarter,
following Livnat and Mendenhall (2006);
Compustat
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Appendix 1 (continued)
Variable
 Definition
 Data Source
BadNews
 An indicator variable equal to 1 if SUE defined above is
less than 0 and 0 otherwise;
Compustat
LnMVE
 The natural logarithm of the market value of equity at the
end of the quarter (in millions);
Compustat
Leverage
 The leverage ratio defined as long-term debt plus debt in
current liabilities, divided by total assets;
Compustat
MB
 The ratio of the market value of equity to the book value
of equity;
Compustat/CRSP
InstitutionHolding
 The percentage of institutional ownership at the end of the
fiscal quarter;
Thomson Reuter 13f
NumInstitution
 The natural logarithm of 1 plus the total number of
institutional holders at the end of the fiscal quarter;
Thomson Reuter 13f
NumAnalyst
 The natural logarithm of 1 plus the number of analysts
who issue quarterly earnings forecasts for a specific firm
during a given quarter, as captured in the I/B/E/S
database;
Compustat
NumEmployee
 The natural logarithm of 1 plus the total number of
employees;
Compustat
SP1500
 an indicator variable equal to 1 if a firm is part of the S&P
1500 Index in year t and 0 otherwise;
Compustat
PriorReturn
 A firm’s cumulative market-adjusted returns over 50
trading days ending on t–10;
CRSP
PriorTurnover
 The mean ratio of daily trading volume to the total
number of shares outstanding over 50 trading days ending
on t–10;
CRSP
NumLawsuit
 The number of class action lawsuits in an industry,
following Field, Lowry and Shu (2005);
Securities Class
Action Clearing
House
Zscore
 The Altman Z-score (which captures a firm’s bankruptcy
risk);
Self-measured
HighTech
 A, variable for high-tech industries, classification of high-
tech industries following Kothari, Shu and Wysocki
(2008);
Compustat
Regulate
 A variable for regulated industries, classification of
regulated industries following Kothari, Shu and Wysocki
(2008).
Compustat
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