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ÖZET 

 

 

 Bu çalışmada, İstanbul Menkul Kıymetler Borsasına kote olmuş 

şirketlerin, 2007 dönemi içerisinde, kamuya yaptığı anonsların, açıklama 

tarihinde, öncesinde ve sonrasında hisse senedi fiyatı üzerinde olan etkileri 

araştırılmıştır. Önceki çalışmalardan farklı olarak araştırmanın inceleme 

dönemi kısa tutulmuş fakat yapılan anonslar ile ilgili olarak sadece kar 

dağıtım kararları veya karlılık anonsları baz alınmayıp, hisse senedi fiyatını 

olumlu yada olumsuz etkileyebilecek tüm anonslar dikkate alınarak 

örneklem oluşturulmuştur. Elde edilen araştırma sonuçlarına göre anons 

tarihi öncesinde, sonrasında ve anons tarihinde anlamlı ilişkiler ve kümülatif 

anormal getiriler tespit edilerek ulaşılan bulgu ve sonuçlar yorumlanmıştır. 

 

ABSTRACT 

 

 

 In this study, the announcement effect to stock prices of firms listed 

in Istanbul Stock Exchange (ISE) during 2007 period before, after and when 

on time of the disclosure time of the announcements was investigated. 

Different from prior studies, the period under review (2007) was kept short 

but related to the announcement sample, it includes not only profit 

distribution decisions and profitability announcements but also all kind of 

announcement types that can effect the stock price (156). Significant 

relations was found between before, after and on the time of announcement 

date and cumulative abnormal returns.  
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1. INTRODUCTION 

 

 
In this study, we examine the effect of announcements on stock 

prices when on the announcement date and what happen before and after the 

announcement date in the Istanbul Stock Exchange (ISE) 2007 term. Many 

studies are focused on the analysis of the information content of annual 

earnings and dividend announcements.  

 

We extend the literature by examining whether stock price changes 

are systematically timed to coincide with randomly selected announcements 

that are not only share of profit decitions but also all kind of good or bad 

news, capital increase decitions etc. The data includes randomly selected 

announcements that may effect the stock price like earning announcements 

and good or bad news on Istanbul Stock Exchange (ISE), and the daily stock 

price returns for each stock and ISE 100 Index that accepted as market 

return.  

 

The sample data includes 301 firms in 2007 and number of constant 

active firms is 287 and calculated Cumulative Abnormal Return (CAR) for 

each of them. We observed all of the announcements of 51 firms whose 

CAR is above 0,60 and randomly selected 156 announcemets and calculated 

Returns (R) and Abnormal Returns (AR) prior and after 15 days 
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around the announcements. 

 

The paper is organized as follows. Chapter II General Review of 

Stock Markets covers History of Stock Markets in Turkey and also in the 

world And explains how Istanbul Stock Exchange works. Chapter III is the 

review of the literature discusses prior research, Chapter IV is the discussion 

and demonstration of the relation between the announcement date and the 

stock price movements and examines the conclusion. Chapter V is the 

references. Chapter VI is the appendix. 
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2. GENERAL REVIEW OF STOCK MARKETS 

 

2.1. HISTORY OF GLOBAL SECURITIES MARKET 

 

 

 

The roots of the global securities market are in medieval Italy. Out of 

a growing trade between East and West, new financial arrangements like 

deposit banking, marine insurance, bills of exchange, joint stock companies 

and transferable securities appeared in the cities Venice, Genoa and 

Florance. If a special event can be taken to express the beginnings of the 

global securities market it was the forced loan that Venice enforced on its 

citizens in 1171-2. Faced with the need of money due to the obligations of 

war and unable to raise additional amounts from the normal sources of gains 

like taxation, the Venetian authorities took what they required from their 

own wealthy citizens. In exchange, they promised to pay interest on the 

amount mandatorily borrowed until they were in a position to repay what 

they owed. These promises, in the form of interest-bearing bonds with no 

specific repayment date, then earned a life of their own, which are sold by 

those holders in need of money and bought by others looking for a regular 

income from their savings. These transferable securities gradually gained 

acceptance as a secure from of investment that not only paid interest but 

also could be bought and sold whenever the necessity existed.  

 

Between 1262 and 1379, Venice never failed to pay the promised interest at 

5% per annum. As a result, these bonds spanned widely among long-term 
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investors not only in Venice but olso throughout Europe due to the financial 

network secured by Italian bankers. 

 

The securities market continued to develop during the centuries. 

During the period from 1850 to 1914, the securities market acted as a live 

regulatory mechanism in providing the world economy a pool of securities 

shared by the main markets. Local, national, and global securities markets 

were deeply integrated and together formed a wide network by the help of 

speedy telegraphic and telephone communications. 

 

From 1914 until around 1970, the global securities market lost the 

ability to fulfill the functions it had performed with growing success over 

approximately the previous sixty years.  

 

Only from the 1970s onward did a global securities market once 

again begin to emerge, fueled in particular by the development of a 

Eurodollar bond market based upon London. 

 

 

 

 

At the end of the 20th century, the global securities seemed like the 

situation existed before the First World War. This caused some to evaluate 

the history of financial markets as a U-shaped curve in the 20th 
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century, which was same at the beginning and at the end but had been 

totally different in the interim period of years. 

 

Structure, function and organisation of national securities markets 

and the environment they operate in was very different from each other both 

at the beginning and end of the 20th century. The greater control used by 

governments, the increased importance of regulation, the revolution in 

communications, and the conversion of national banks and brokers to global 

enterprises were the permanent consequences appeared due to the changes 

in 20th century. 

 

Securities market existed before 1914 and at the end of the century 

were very different from each other due to the effect of these influences. 

Before 20th century, Europe and its Empires were forcible; international 

communications was based on the telegraph, steamship and railway; 

governments interfered in economic cases; and too many stock exchanges 

were at the heart of the global securities market. That was all changed over 

the next 100 years.  

 

 

By the end of the 20th century Europe was no longer forcible and its 

Empires did not exist, international communications was made by 

telephone, aeroplane and computer network; governments took a part in 

economic cases both as domestically and internationally; and banks 
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and brokers operating globally controlled the securities market. 

 

Structure of stock exchanges became corporate providers of financial 

services for an international community instead being a member controls 

organisations affected domestically. If the history is wanted to be used for 

shaping future direction, these differences between the present and past 

must be taken into consideration in their integrity. 

 

Consequently, the growth of the global securities market owed much 

more to the needs of a particular group of investors looking for a short-term 

home for their money than to the long-term needs of either government or 

business. It required securities in which investors had confidence and which 

could be easily bought and sold. Government plans were unreliable, and 

even when a market developed of itself, governments were keen to either 

manage it by forbiding practices they little understood but disapproved of, 

or by managing it for their own ends. The global securities market of the 

early eighteenth century was not the product of governments and it did not 

serve political masters. It was the product of a need within the fınancial 

system to create a type of investment that could be bought and sold to 

supply a temporary home for funds and a means of transfer from one 

location to another. It overbalanced the needs of any special regime for its 

master was international trade and finance. 
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2.2. HISTORY OF TURKISH SECURITY MARKET   

 

 

 
In March 1985, Muharrem Karslı was assigned as Chairman and 

CEO of the ISE (Istanbul Stock Exchange). ISE, which is the only security 

market in Turkey was inaugurated in December 1985 under the 

Chairmanship of Muharrem Karslı.  

 

ISE started stock trading at the Cagaoglu building in January 1986. 

ISE Indices which had been calculateed on a weekly basis, was started daily 

calculation in October 1987 and moved to new building in Karaköy in 

November 1987.  

 

The Settlement and Custody Center of the ISE was established in 

July 1989. Foreign investors in Turkey were allowed to purchase and sell all 

types of securities in August 1989. In addition to the ISE Composite Index, 

Financials and Industrials Indices were started to calculate in January 1991.  

Settlement and Custody Center was transformed into an independent 

company in January 1992. Corporate Bonds and revenuesharing Certificates 

were started trading in Bonds and Bills Market in February 1992. ISE was 

accepted as a full member to The World Federation of Exchanges (WFE) in 

October 1992.  

 

In 1993, Rights Coupon Market and New Shares Market was 
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established in January; the Repo/Reverse Repo Market was started in 

February; the ISE by the U.S. Securities and Exchange Commission (SEC) 

was accepted as a “Designated Offshore Securities Market” in October and 

computerized stock trading with 50 stocks was started in December. Mr. 

Tuncay Artun was assigned as Chairman and Chief Executive Officer of the 

ISE in April, Small Orders Market in the Bonds and Bills Market was 

started in Sptember and stock trading was totally automated in November, 

in 1994.  

 

In 1995; Regional Markets and the Wholesale Market were launched 

in January; ISE Settlement and Custody Company was assigned as an 

“Eligible Foreign Custodian” by U.S. Securities and Exchange Commission 

(SEC) and Custody Services was started on customer basis  by the ISE 

Settlement and Custody Company in March; detailed balance sheet and 

income statements of companies including footnotes was denounced and 

short selling transactions in April; launch of the New Companies Market 

was started in April; moved to the new building in Istinye, the “ Federation 

of Euro-Asian Stock Exchanges ” (FEAS) with 12 members and Investor 

Counselling Center designed to provide information on the ISE's operations 

and traded companies was founded, and also the ISE as an “appropriate 

foreign investment market for the private and institutional Japanese 

investors” by the Japan Securities Dealers Association (JSDA) was 

approved in May the ISE Settlement and Custody Company changed to the 

ISE Settlement and Custody Bank (Takasbank) in July. 
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In January 1996, banking services of the ISE Settlement and Custody 

Bank started. In July, the requests for listing and trading on the ISE 

International Market was accepted. In September, Foreign Currency 

Denominated Government Debt Securities started to traded at the Outright 

Purchases and Sales Market of the Bonds and Bills Market. In December, 

the International Bonds and Bills Market was opened within the ISE 

International Market. 

 

In 1997; new Stock Market indices was introduced as integers by the 

drop of two digits from base values in January, ISE International Bonds and 

Bills Market began its operations upon the listing of 40 international bonds 

issued by the Undersecretariat of Treasury for trading abroad in February, 

ISE Chairman & CEO Mr. Tuncay Artun has died in August, Mr. Osman 

Birsen was nominated as Chairman and CEO of the ISE in October. 

 

ISE started to calculate National-100 Index on Euro basis in January 

1999, ISE Settlement and Custody Bank (Takasbank) presented the client 

name-based custody system in May 1999, “Memorandum of Cooperation” 

was signed between the ISE and the stock exchanges of  London and 

Republics of Kazakstan, Kyrgyzstan and Uzbekistan.in June 1999, the new 

computerized trading software for the Bonds and Bills Market was started in 

July 1999, short-selling transactions and margin trading became available 

on the ISE’s markets by August 1999, when previously, authorized 
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ISE members had the chance to engage in short-selling transactions only in 

stocks forming the ISE-National 100 Index, the trading hours for the Bonds 

and Bill Market was changed by ISE’s Executive Council and Trading 

started to exist between 9:30-12:00 and  13:00-17:00 by September 1999. 

 

In May 2000, the Istanbul Stock Exchange joined in the capital of 

the Kyrgyz Stock Exchange by 27.4 percent and first dealership system was 

started for Government Debt Securities. In June 2000, the Istanbul Stock 

Exchange joined in the capital of the Baku Stock Exchange by 5. 26 percent 

as the 19th shareholder. In July 2000, the number of members work in their 

main offices at the Bonds and Bills Market, as a part of the Wide Area 

Network (WAN) project, increased to 50 and 98 at the end of 2000. Within 

the context of Wide Area Network Project, trading at the ISE’s Stock 

Market by workstations existed at the headquarters of ISE members started 

on July 31, 2000.  

 

In October 2001, the “Memorandum of Understanding” was signed 

between the Korea Stock Exchange  and the Istanbul Stock Exchange in 

1996 and renewed continuing on October 18, 2001. In December 2001, the 

Wide Area Network changed to Ex-API system. 

 

In August 2002, stocks of companies, trading of which were 

suspended by the ISE for the reason that the denouncement of requirements 

have not been fulfilled resulting with uncertaines stopped the 
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formation of a health market, started to be traded off-exchange in line with 

the legislations with title "Principles including off-exchange trading of 

stocks exchange trading of which have been suspended by the ISE" 

published on July 19, 2004. In November 2002, Osman Birsen was re-

appointed as ISE Chairman & CEO. 

 

In March 2003, all orders entered to the Stock Market for all stocks 

and during all sessions had been required to have the customer account 

numbers; Regional Markets and New Companies Market were renamed as 

Second National Market and New Economy Market.. 

 

In November 2004, the "ETFs Market" was set in order to provide an 

organized and transparent market for trading of participation certificates of 

the ETFs. In 2005, in February, "ISE Corporate Governance Index" was 

started by ISE Executive Council. Between March 28-29, 2005, the 

Organization of Islamic Conference (OIC) Member States' stock exchanges 

representatives and OIC institutions met in Istanbul, Turkey for the first 

meeting additionally to the stock exchanges of the OIC Member States. 

 

As of December 27, 2006, the ISE International Market and its 

submarkets (Depositary Receipts Market and International Market Bonds 

and Bills Market) was closed. 

 

International Bonds Market started its operations within the 



 

25 

ISE Foreign Securities Market on April 16, 2007. In the Market, listed 

Turkish Sovereign Eurobonds have been traded. In August 2007, ISE started 

to calculate the Corporate Governance Index. On October 16, 2007, the 

“Memorandum of Understanding” was signed between the Istanbul Stock 

Exchange and the Shanghai Stock Exchange. In November 2007, Mr. 

Huseyin Erkan nominated as Chairman and CEO of the ISE. 

 

In October 2008, Mr. Hüseyin Erkan was elected as the Working 

Committee Chairman and member of the Board of Directors of the World 

Federation of Exchanges (WFE). 

In February 2009, City Indices was startedfor 9 cities and in May Public 

Disclosure Platform was started. 

 

At the present day, National Market Traded Value has reached to 

2.994.513.922.675.860 $ and National Market Number of Contracts has 

reached to 630.691.080.000 units. 
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2.3. PROCESSING OF THE SECURITY MARKETS 

2.3.1. FUNDAMENTAL TERMS 

2.3.1.1. DESCRIPTIONS RELATED TO THE PROCESSING OF THE 

SECURITY MARKETS 

2.3.1.1.1 The Concept Of Session 

 

The period between the time that the processes of a security are 

started and ended is called as “Session” in the related market. 

 

Securities processed in the Stock Market are traded everyday 

between particular times. This process time is called as “Stock Market 

Session”. The session of all securities processed in the same market starts 

and ends at the same time. 

 

2.3.1.1.2 Trading amount 

 

It is the quantity of securities which are traded in a session or in a 

specific period in a market. In the Stock Market, in every process day, 

process quantity is published in terms of individual stocks for the processes 

of both sessions. When the realized process quantities of securities 

processed in different markets are summed up, the daily process quantity of 

ISE appears. 
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2.3.1.1.3  Trading Volume 

 

It is the quantity found when the process quantity and the process 

prices in all the realized agreements are multiplied. The total process 

volume of all stocks forms the total process volume of the Stock Market. 

 

2.3.1.1.4  Trading Unit 

 

This conveys the minimum quantity or value of a Capital Market 

instrument, which can be processed with itself or it’s multiplies. “Lot” is 

used as a process unit in Stock Market. 1 lot is equal to 1 stock or a stock 

with 1 TL nominal value. It represents the coupon on the stock with 1 TL 

nominal value for pre-emptive right coupons. Process unit is one piece and 

multiplies of the contribution rate in the process period of Exchange-Traded 

Fund (ETF). 

 

2.3.1.1.5 Weighted Average Price 

 

The calculation of the price which will be used in the next session 

is based on the quantity-weighted price of the stock. For every stock, before 
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each session, the weighted average price is calculated by considering the 

previous session processes. 

 

 

When calculating the weighted average prices of the stocks, the 

processes realized in the wake of the normal biddings came true by different 

prices and quantities with registered prices are considered. (It should be a lot 

process and realized process should be a special bidding in order to register 

the price.) By the end of the process day, for all stocks, it is calculated by 

using below formula. 

 

∑İ=1 (MiX Fİ) M İ = Process quantity 

W.A.P. = Fİ  = Process price 

∑İ=1 Mİ  

 

 

2.3.1.1.6 Basic Price 

 

It is the price served as a basis to determine the base and ceiling 

price limits and price steps in which a stock can be processed. When the 

weighted average price of the stock in the latest session it is issued in is not 

suitable to the step rule, this price is gained by evaluation of the “step 

suitable” and nearest prices to the base and ceiling, and by rounding up the 
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nearest one. The weighted average price is rounded up to the top if it has 

equal distance to both prices. 

 

The basis price is entered to the system by the determination of the 

Stock Market, when there dividend payments, capital increases and 

corporate combination or transfers exist. The method which will be used in 

price determination is decided by the Stock Market Executive Board and 

published in the Daily Review. 

 

2.3.1.1.7 Reference Price 

 

It is a price type found by using the weighted average price and 

rights issue rate in its latest session before the old stock is divided, in order 

to be used by the investors as a reference to the nearest value of the coupon, 

due to the pre-emptive right coupons which are not the basis to determining 

the ceiling and base price limits to be processed are not opened to the 

processing with a basis price in the session they are first processed in. 

 

In some corporate combinations, a reference price is published by 

the Stock Market, to be used till the end of the first session in which a 

process registered in the company order is realized. 

 

2.3.1.1.8 Price Step 
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Price step is the minimum price change that can come true at one 

time for each stock. Price steps of the stocks are determined according to the 

basis prices. Various basis price ranges and steps increasing parallel to the 

basis price increase in particular levels for each of these ranges are defined 

in the Basis Price Range – Price Step table below. It is mandatory to comply 

with these price steps when entering bidding. This Basis Price Range – Price 

Step table is valid for stocks and pre-emptive right coupons. There exists 

another table for Exchange-Traded Fund (ETF) stocks. 

 

 

Basis Price Range - TL Price Step - TL 

A 0,01 - 2,50 0,01 

B 2,52 - 5,00 0,02 

C 5,05 - 10,00 0,05 

D 10,10 - 25,00 0,10 

E 25,25 - 50,00 0,25 

F 50,50 - 100,00 0,50 

G 101,00 - 250,00 1,00 

H 252,50 - 500,00 2,50 

I 505,00 and over 5,00 

 

 

2.3.1.1.9 Price Change Limits 

 

Comparison of supply and demand for the securities 
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processed in the Stock Market is only made in the price range settled by the 

method determined by the Stock Market Management. 

 

For each stock, the base and ceiling prices it can be processed with, 

form the “Price Range” for that stock. These limits are calculated by having 

the base price of that session as a basis. 

 

In Stock Market, for lot and special biddings, price ranges are 

limited with %10 more and less than the base price. If it is not suitable to the 

Price Step Rule, the upper limit calculated according in this procedure is 

rounded up to the top and lower limit is rounded up to the bottom, which is 

the “step suitable price level”. Price change can pass the prescribed 

percentage, when compared to the weighted average price, since the upper 

and lower limits are rounded up to the outwards and multiplies of the price 

steps. The price range of special biddings can be determined by the Stock 

Market Executive Board differently from the standard price ranges. 

 

The rate in the Pre-emptive Right Coupon Market in which the 

base price is first processed and went on with free margin till the end of the 

session, is +/- %25. 

 

In general, Wholesale Market processes do not depend on this %10 

limitation. 
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2.3.2. PROCESSING OF THE ISTANBUL STOCK EXCHANGE 

 

2.3.2.1. GENERAL RULES OF THE THE TRADING STOCKS 

 

2.3.2.1.1 Securities Traded In The Stock Markets 

 

Stocks, Deeds of Adherence of Exchange-Traded Fund (ETF) and 

differently from stocks, pre-emptive right coupons which has security 

adjective are processed in the market. 

 

There occur different kinds of stocks and opens separate markets 

for each group of stocks, when companies give different rates of share of 

profit, enable voting or make call payments at different times, based on their 

agreements. 

 

2.3.2.1.2 Exchange Of The Trades 

 

In Stock Market, trading is done with payment in advance. 

Delivery of value and cost is done through Takasbank and Central Registry 

Agency in delivery day+2 days. 
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2.3.2.2. PRICE FORMATION METHOD OF STOCK MARKETS 

 

2.3.2.2.1 Priority Rules 

 

There are some process rules applied by the system, at the time of 

reception of bidding by an opposite bidding. A member representative 

transfers all the information of bidding to the system through the computer. 

Processes are realized automatically by the system according to the priority 

rules defined for the Stock Market. These rules are the price and time 

priority rules. On the processing order of biddings, price priority comes first 

and if the prices are the same then time priority comes. 

 

2.3.2.2.2 Priority Of Price 

 

It is the priority rule that secures the sales orders with lower prices 

are processed before the ones with higher prices and purchase orders with 

higher prices are processed before the ones with lower prices. 

 

2.3.2.2.3 Priorty Of Time 

 

It is the priority rule that secures the bidding saved to the system 
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previously is processed earlier when the prices of biddings have equality. 

 

2.3.2.2.4 Bidding Improving-Aggravate Concepts 

 

Bidding improvement means the raise of bidding price for 

purchasing and decrease of bidding price for sales orders. Bidding 

improvement can be done at any moments except the time that the stock is 

temporarily delisted. 

 

Bidding aggravate means the decrease of purchase orders and 

increase of sales orders. Bidding aggravate can only be made on temporarily 

delisted stock or last stock entered to the system, at the time of having 

biddings in opening session. 

 

2.3.2.2.5 Processing Methods 

 

In ISE Stock Market, “Opening Session – Single Price” and 

“Continuous Auction System – Poli Price” methods are used.  

 

2.3.2.2.6 Continious Auction-Poli Price Method 

 

It is called as “Continuous Auction System – Poli Price Method” 

due that the sales and purchase orders sent to the system during the 



 

35 

session can meet at different price levels and so there occur different 

process prices. 

 

2.3.2.2.7 Opening Session 

 

It is a special session appliance works with Single Price method 

which takes place in a particular time period with acceptance of bidding to 

the trading system without any coupling and by calculating a single price 

level (Opening Price) that supplies the realization of the process with the 

highest quantity. 

 

I. Opening Session Processing Principles 

 

Opening Session is composed of two milestones basically: 

 

1. Raising of biddings: In this period of time, biddings are sent to the system 

and they are ordered accordingly to the priority rules. There are no matches. 

2. Determination of opening price and realization of opening processes: In 

this period of time, opening price is determined with the evaluation over 

trading biddings in the system and the biddings suitable to price-time 

priority are processed if there is enough bidding. 

Opening session can be realized for a particular stock as well as it 

can be realized for a particular market and/or totally for all stocks on 



 

36 

specialty code (old, new, etc.). 

 

II. Session Times 

 

Session times in Stock Market are determined as below with the 

Opening Session application: 

 

 

2.4. EFFECTIVE FACTORS ON THE STOCK PRICES 

 

In general, two main factors that determine stock prices. The first 

one is the general economic situation, and the second one is about the 

company's own situation and positive or negative developments. Some 
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effective factors from the literature are as below. 

 

Fama (1969) found that market's judgments concerning the 

information especially about future divident implications of a split are fully 

reflected in the price of a share at least by the end of the split month after 

the announcement date. 

 

According to Niedderhoffer (1971) World events exert a discernible 

influence on the movements of the stock market averages. 

 

Fama (1981) Found that the negative relations between real stock 

returns and inflation are the consequence of proxy effects. Accoring to 

Fama it seems a hedge against inflation. 

 

Bjerring, Lakonishok and Vermaelen (1983) found that brokerage 

firms provide a valuable service to its customers in selecting stocks which 

achieved positive abnormal returns during the recommendation period. 

Moreover, the information content of the recommendations was not 

"immediately" reflected in market prices. 

 

Pearce and Roley (1985) has examined the daily response of stock 

prices to announcements of the narrowly defined money stock, the CPI, the 

PPI, the unemployment rate, industrial production, and the Federal 

Reserve's discount rate. According to Pearce and Roley, money 
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announcement surprises have a significantly negative effect on stock prices. 

In the subsample beginning discount rate changes also have significant 

effects. Second, only limited evidence supports the view that either inflation 

or real economic activity surprises affect stock prices. PPI surprises have 

significant effects on the day of an announcement, but they are estimated to 

be offset by the end of one week. In both subsamples, surprises in 

announced levels of real economic activity have no significant impact on 

stock prices on the day of an announcement. Third, the empirical results 

indicate that anticipated components of economic announcements do not 

significantly affect daily stock price movements. 

 

 

Kross and Schroeder (1984) found that earnings announcement 

timing was associated with abnormal stock returns around the earnings 

announcement date. Abnormal returns of firms that announced early (late) 

were significantly higher (lower) than the returns of firms that announced 

late (early). 

 

 

Cutler, Poterba and Summers (1988) examined that market moves 

coincident with major political and world events. They also indicated that 

stock price movements are fully explicable by news about future cash flows 

and dicount rates in their working paper. 
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Warner, Watts and Wruck (1988) have found no significant relation 

between average stock price change and top management change at the 

announcement date. 

 

Worrell, Davidson and Sharma (1991) found that layoff 

announcements generally convey negative information to investors and that 

negative market reactions are particularly likely to occur in cases 

attributable to financial distress. In addition, preannouncement negative 

market reactions appear likely to occur when leakage precedes an 

announcement, and announcements of large or permanent layoffs elicit 

stronger negative shareholder responses than announcements of small, 

temporary layoffs. 

 

Veronesi (1999) found that three implications, first the reaction of 

prices to news tends to be high in good times and low in bad times. Second, 

the volatility of percentage returns tends to be higer in bad times than in 

good times and it is maximized during periods of higest uncertainty. Third, 

expected returns change over time as the investors‘ level of uncertainity 

changes, as does return volatility. 

 

Dechow and Hutton (1999), They provided evidence consistent with 

the hypothesis that sell-side analysts make overly optimistic long-term 

earnings growth forecasts for firms issuing equity. They also showed that 

the overly optimistic forecasts are reflected in stock prices. 
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Subramani and Walden’s (1999) results suggest that e-commerce 

initiatives announced in this period do indeed lead to positive CARs for 

firms. 

 

Chan and Siems (2004) found that global capital markets are tightly 

inter-linked; news spreads rapidly, with quick spillover, or contagion, 

effects. They found evidence that suggests that modern U.S. capital markets 

are more resilient than they were in the past and that they recover sooner 

from terrorist/military attacks than other global capital markets. 

 

Hendricks and Singhal (2005) investigated the long-run stock price 

effects and risk effects due to supply chain disruptions. They found that over 

a three-year time period starting one year before through two years after the 

disruption announcement date, the mean abnormal return of their sample 

firms was nearly 40%. Some of this negative abnormal performance is 

observed during the year before the announcement, indicating that the 

market partially anticipates the disruption. 

 

According to Lo, Repin and Steenbarger (2005) typical emotional 

responses may be too crude an evolutionary adaptation for purposes of 

“financial fitness” and as a result, one component of successful trading may 

be a reduced level of emotional reactivity. Given that trading is likely to 

involve higher brain functions such as logical reasoning, numerical 
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computation, and long-term planning. To the extent that emotional reactions 

“short-circuit” more complex decision-making  faculties it should come as 

no surprise that the result is poorer trading performance. The specific 

emotional context of an individual is also often influenced by external 

factors such as market events, family history, and even weather and other 

environmental conditions. This may provide yet another motivation for 

multi factor assetpricing models where certain common factors are affect 

related. 
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3. REVIEW OF THE LITERATURE 

 

 

Some studies examined the return behaviour from the literature. 

Debondt and Thaler (1985) found that portfolios of prior losers, are found to 

outperform prior winners. 

 

Jegadeesh and Titman (1993)  found that investors who buy past 

winners and sell past losers move prices away from their long-run values 

temporarily and thereby cause prices to overreact. 

 

Hong and Stein (1999) improved a modal gradual information 

diffusion process that firms slowly diffussing news especially bad news 

about their future fundamentals. 

 

Chan (2003) examined long term return behaviour following large 

price changes unaccompanied by public news and finds price reversals that 

are stronger for small and illiquid stocks. 

 

Erdoğan and Yezegel (2009) analyzed short term return behaviour 

following large price changes when there is no news.
1
 

 

 

                                                
1 Erdoğan and Yezegel (2009) added on literature as on the momentum anomaly. 



 

43 

Some studies examine opportunistic behaviour by insiders in the 

con-text of timing equity offerings. Kong and Taghavi (2006) found that the 

changes of the news variable significantly influence the mean of abnormal 

return in that the mean of abnormal return markedly increases four days 

before announcement, while decreases four days after announcement in The 

Shanghai and Shenzen Stock Markets.  

 

Yermack (1997) finds that analysis of corporate earnings 

announcements supports an interpretation that CEOs receive stock option 

awards shortly in advance of favorable corporate news. The timing of CEO 

stock option awards appears even more successful than the timing of 

ordinary stock trades by corporate insiders. 

 

Seyhun (1986) finds that outside investors cannot use the publicly 

available information about insiders’ transactions to earn abnormal profits. 

 

Aboody and Kasznik (2000) find that CEOs’ incentives to manage 

investors’ expectations around scheduled awards could be mitigated by 

setting award dates immediately after earnings announcements. 

 

Chalmers, Dann, and Harford (2002) find Consistent with the 

managerial opportunism hypothesis, there is a negative association between 

the amount of D&O insurance coverage at the IPO and the three-year stock 

price performance of the firm. 
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Randall and Eric (2007) found that backdating is the major source of 

the abnormal stock return patterns around executive stock option grants. 

Their evidence further suggests that the new reporting requirements have 

greatly curbed backdating but have not eliminated it. To eliminate 

backdating, it appears that the requirements need to be tightened further, 

such that grants have to be reported on the grant day or, at the latest, on the 

day thereafter. 

 

In addition, the accounting literature is replete with studies that 

examine managers' ability to manage reported earnings to increase cash 

bonuses Healy (1985), Lambert and Larcker (1987), and Gaver and Gaver 

(1993). 
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4. MEASUREMENT TECHNIQUES USED AND RESULTS  

 

 

4.1. DESCRIPTIVE DATA 

 

 

 

The data includes randomly selected announcements that may effect the 

stock price like earning announcements and good or bad news on Istanbul 

Stock Exchange (ISE), and the daily stock price returns for each stock and 

ISE 100 Index that accepted as market return. The sample data includes 301 

firms in 2007 and number of constant active firms is 287
2
 and we calculated 

Cumulative Abnormal Return (CAR) for each of them.  

Figure 1: 1 CAR in ISE 2007 

 

 

We observed all of the announcements of 51 firms whose CAR is above 

0,60  and randomly selected 156 announcemets and calculated Returns (R) 

                                                
2 These 16 firms were not active in 2007 term in ISE: ALBRK, ARAT, EPLAS, ESEMS, 

HALKB, ISMEN, MZBYO, MZHLD, OYAYO, OYSAC, SAGYO, SAGYO, SNGYO, 

TAVHL, TEKTU, TKFEN, UKIM 
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and Abnormal Returns (AR)  prior and after 15 days around the 

announcements. For to determine effect of the internal variables (news 

effects). Abnormal return can best be described as the difference between 

actual return and the competitive return.
3
  

 

 As we explained on Literature Chapter, Hong and Stein (1999) 

developed a modal about gradual information difussion where firms slowly 

release information especially bad news before their formal announcement 

date to the the investors (Public Disclosure). We relized that negative CAR 

(release of bad news) is bigger than positive CAR (release of good news). 

Detailed characteristics of the data is as below. 

                                                
3 Robert Jacobsen, 1988, The Persıstence Of Abnormal Returns, Strategic Management 

Journal, Vol. 9, P:3 
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Table 1: Characteristics of The Data 

 

 

 

 

4.2. THE RELATION BETWEEN ANNOUNCEMENT DATES AND 

ABNORMAL RETURNS ON ISTANBUL STOCK EXCHANGE 

 

 

The sample data includes 301 firms in 2007 and number of constant 

active firms is 287 and calculated Cumulative Abnormal Return (CAR) for 

each of them. Our data includes randomly selected 156 announcements may 

effect the stock price like earning announcements and good or bad news on 

Istanbul Stock Exchange (ISE) of 51 firms their CAR above 0,60 and the 

daily stock price returns for each stock and ISE 100 Index that accepted as 

market return and calculated Returns (R) and Abnormal Returns (AR) prior 

and after 15 days around the announcements. 



 

48 

 

There are two basic cases in this study. The first case is there is no 

relation between Abnormal Returns and corporate announcements. The 

second case is there is significant relation between corporate announcements 

and abnormal returns prior or after or both the announcement date.  

  

This paper aims to discover which of the above two cases is most 

likely to occur on the Istanbul Stock Exchange market by statistically testing 

the relation between abnormal retuns and randomly selected announcements 

around 15 days. 

 

In this study, we did not make a distinction between good and bad 

news. We used the absolute value after calculated the AR and CAR, due to 

investors can short their investments to protect themselves from sharp price 

decreases because of the bad corporate announcements. Consequently we 

could measure good and bad announce effects together. 

 

We use that formula to calculate daily returns: 

R = (Pt/Pt­1)-1 

 

 

R:Return 

Pt:Closing Price of The Stock 

Pt­1:One Day Before Closing Price of The Stock 
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We use that formula to calculate Abnormal Returns: 

AR = Rᵢ - Rɱ 

 

AR:Abnormal Return 

Rᵢ:Return of The Stock 

Rɱ:Market Return (Return of the ISE 100 Index) 

 

And we use that formula to calculate Cumulative Abnormal Return 

CAR = ∑AR 

 

CAR:Cumulative Abnormal Return 

AR:Abnormal Return 

 

You can see the graph of absolute value of the CAR below: 
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Figure 2:  Absolute Value of CARs 2007 

 

 

We choosed 51 firms (CAR > 0,06) and observed all of their 

corporate announcemets and randomly selected 156 effective 

announcements which are about share of profit and good or bad news which 

may be effective on price of the stocks. (Figure:3) 

 

Figure 3: Number of Effective Announcements According to Dates Allocation 
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We found some results of AR and R on the announcement date, 

before and after 15 days around the announcements. As you can see on 

Table:2 and Table:3 there are significant relations between CAR and 

corporate announcement date (0 Point) and 11-12 days before. In addition, 

we relized that short term return behaviour following large price changes 

after the announcement date. 

 

Table 2: AR Around The Corporate Announcements 

 

 



 

52 

 

Table 3: R Around The Corporate Announcements 
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5. CONCLUSION 

 
We analysed randomly selected announcements may effect to stock 

prices like earning announcements and good or bad news on Istanbul Stock 

Exchange (ISE), and calculated daily stock price returns for each stock and 

ISE 100 Index accepted as market return. The sample data includes 301 

firms in 2007 and number of active firms is 287 and we calculated CAR for 

each of them. Different from prior studies we analyzed the period under 

review was kept short but related to the announcement sample, it includes 

not only profit distribution decisions and profitability announcements but 

also all kind of announcement types that can effect the stock price. Our 

announcement data includes not only profit distribution decisions but also 

capital increase decisions, good or bad developments are together. We 

observed all of the announcements of 51 firms which of their CARs’ above 

0,60, then randomly selected 156 announcemets and calculated Returns (R) 

and Abnormal Returns (AR) prior and after 15 days around the 

announcements date. 

 

We tested and found the significant relationship between Abnormal 

Returns and some of dates related with announcements. First important date 

is the announcement date, as Fama (1969) stated that some announcement 

effects of stock prices on the announcement date (“0” point on table 2 and 

3).  

 



 

54 

The second important date is on 11-12 days before the 

announcement date which causes significant price changes (“-11,-12” points 

on table 2 and 3). It means that some firms may release their important 

knowledge of good or bad improvements before 11-12 days from the formal 

announcement date, as Hong and Stein (1999) stated that a modal gradual 

information diffusion process of firms slowly diffussing news about their 

future fundamentals like especially bad news. This idea is applicable in ISE 

as well. Moreover, negative CARs (release of bad news) is bigger than 

positive CARs (release of good news) that you can check it on (Figure:1).  

 

And one of our findings is that short term return behaviour following 

the large price changes (“0-4&5-7-10-12-14&15 points on table 2 and 3).  

This finding is also consistent with findings of Erdoğan and Yezegel (2009) 

who analyzed short term return behaviour following large price changes 

when there is no news and they added on literature as on the momentum 

anomaly. 

 

As a result, there are three findings in this study. The first finding is 

that company annuncements effect stock prices. The second finding is some 

companies may release their important information 11-12 days before the 

formal announcement date. The third and the last finding is that return 

behaviour following the large price changes. 

 

 

 



 

55 

REFERENCES 

 

 

Aboody, David, and Ron Kasznik, 2000, CEO stock option awards and the 

timing of corporate voluntary disclosures, Journal of Accounting and 

Economics 29, 1-42. 

 

Bjerring, Lakonishok and Vermaelen, 1983, Stock Prices and Financial 

Analysts Recommendations, Journal of Finance, 38, 187–204. 

 

Capital Markets Board (2009), Capital Market Law, available at 

http://www.spk.gov.tr/mevzuat/mevzuat_index.html. 

 

Chalmers, John M. R., Larry Dann, and Jarrad Harford, 2002, Managerial 

Opportunism? Evidence from directors' and officers' insurance purchases, 

Journal of Finance 57, 609-636. 

 

Chan, 2003, Stock Price Reaction to News and No-News: Drift and 

Reversal After Headlines, Journal of Financial Economics 70, 223–260 

 

Chan, Siems, 2004, The Effects of Terrorism on Global Capital Markets, 

European Journal of Political Economy, 20, 349–366 

 

Chauvin, Keith, and Catherine Shenoy, 2001, Stock price decreases prior 

to executive stock option grants, Journal of Corporate Finance 16, 

http://www.spk.gov.tr/mevzuat/mevzuat_index.html


 

56 

190-212. 

 

Cutler, Poterba and Summers, 1988, What Moves Stock Ptices, National 

Bureau of Economic Research NBER Working Paper, 2538, 1-17 

 

Debondt and Thaler, Does The Stock Sarket Overreact? 1985, Journal of 

Finance, 40, 793–805. 

 

Erdoğan and Yezegel, 2009, The News of No News in Stock Markets, 

Journal of Quantitative Finance, 9, 897-909 

 

Fama, 1981, Stock Returns, Real Activity, Inflation, and Money, The 

American Economic Review, 71, 545-565. 

 

Fama, Jensen, 1969, The Adjustment of Stock Prices to New Information. 

International Economic. Reviews, 10, 1–21. 

 

Hendricks, Singhal, 2005, An Empirical Analysis of the Effect of Supply 

Chain Disruptions on Long-Run Stock Price Performance and Equity Risk 

of the Firm, Production and Operations Management  Vol. 14, No. 1, pp. 

35–52 

 

 

 



 

57 

Hong and Stein, 1999, A Unified Theory of Underreaction, Momentum 

Trading, and Overreaction in Asset Markets, Journal of Finance, 54, 2143-

2184. 

 

IBS Software Real Trade (2009), Stock Prices, available at 

http://www.ibsyazilim.com. 

 

Istanbul Stock Exchange (ISE) (2010), Milestones in ISE History, 

available at http://www.ise.org/AboutUs/History.aspx. 

 

Jacobsen, 1988, The Persıstence Of Abnormal Returns, Strategic 

Management Journal, Vol. 9, 415-430 

 

Jegadeesh and Titman, 1993, Returns To Buying Winners and Selling 

Losers: Implications for Stock Market Efficiency, Journal of Finance, 48, 

65-91. 

 

Kong, Taghavi, 2006, The Effect of Annual Earnings Announcements on 

the Chinese Stock Markets, 12, 318-326. 

 

Kross and Schroeder, 1984, An Empirical Investigation of the Effect of 

Quarterly Earnings Announcement Timing on Stock Returns, Journal of 

Accounting Research, Vol. 22, 153-176 

 

http://www.ibsyazilim.com/
http://www.ise.org/AboutUs/History.aspx


 

58 

Lo, Repin, and Steenbarger, 2005, Fear and Greed in Financial Markets: A 

Clinical Study of Day-Traders, Cognitive Neuroscientific Foundationas of 

Economic Bbehaviour, 95, 352-358 

 

Michie, 18 February 2006, The Global Securities Market in the 20th 

Century: Trends, Events, Governments and Institutions, University of 

Durham, 1-16 

 

Michie, 2006, The Global Securities Market: A History, Oxford 

University Press, 2006, ISBN:0-199-28061-4, 17-38. 

 

Milliyet Internet Finance (2009), Company News, available at 

http://finans.milliyet.com.tr/c/imkb_bulten.asp. 

 

Niederhoffer, 1971, The Analysis of World Events and Stock Prices, The 

Journal of Business, 44, 193-219. 

 

Pearce, Roley, 1985, Stock Prices and Economic News, The Journal of 

Business, 58, 49-67. 

 

Randall A. Heron, Erik Lie, 2007, Does backdating explain the stock price 

pattern around executive stock option grants?, Journal of Financial 

Economics 83, 271–295 

 

http://finans.milliyet.com.tr/c/imkb_bulten.asp


 

59 

Subramani and Walden, 1999, The Dot Com Effect: The Impact of E-

Commerce Announcements on The Market Value of Firms, Carlson 

School of Management University of Minnesota U.S.A. 

 

Turkey Capital Markets Board (2010), Licence Approval Trainings, 

available at www.tspakb.org/docs/egitim_notlari. 

 

Veronesi, 1999, Stock Market Overreaction to Bad News in Good Times: 

A Rational Expectations Equilibrium Model, The Review of Financial 

studies,  Universty of Chicago, 12 , 975-1007 

 

Warner, Watts and Wruck, 1988, Stock Prices And Top Management 

Changes, Journal of Financial Economics 20, 461-492. 

 

Worrell, Davidson, Sharma, 1991, Layoff Announcements and 

Stockholder Wealth, Academy of Management Journal, 34, 662-678. 

 

Yermack, David, 1997, Good timing: CEO stock option awards and 

company news announcement, Journal of Finance 52, 449-476. 

 

 

  

http://www.tspakb.org/docs/egitim_notlari


 

60 

APPENDIX 

 
Table 4: Residuals in Months Surrounding The Split 

 
 

 

 

 

 

 

 

 

 

Table 4: Continued 
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Table 5: Event-Time Portfolio Method 
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Table 6: Differences in Cumulative Average Adjusted Residual Returns 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

64 

Table 7: Non Earnings Announcements Related News Stock Returns 
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Table 8: Cross-Chapteral Analysis of CARs 

 
 
 

 
Table 9: Post-event Returns and News 
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Table 10: The Mean and Median CARs 
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Table 11: Quarterly Earnings Announcement Date Returns 
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Table 12: Difference in Cumulative Average Residual Returns 
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Table 13: Abnormal Return in Shangai Stock Market 

 

 
 

Table 14: Abnormal Return in Shenzhen Stock Market 
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Table 15: Coefficients in Shangai Stock Market 

 

 

Table 16: Coefficients in Shenzhen Stock Market 
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Table 17: CEO Stock Option Award and CAR Analysis 

 

 

Table 18: Award Timing and Relative to Earnings Announcement 
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Table 19: Cumulative Daily Average Prediction Errors 

 

 

 

 

Table 20: Management Earning Forecasts 
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Table 21: Insurance Premium 

 

 

 
Table 22: Gant and Filing Date Analysis 
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