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Abstract
We use violations announcements of listed firms reported by China Securities Regulatory Commission (CSRC)
during 2011-2016 as negative events, and apply Baidu index to investigate the influential mechanism of attention
difference on abnormal returns. The empirical results show that a higher degree of attention difference has a
significant negative effect on abnormal returns. Specifically, for firms with a higher degree of attention difference
on time and regional dimension, the cumulated abnormal returns of listed companies during the violation period
will have decreases that are more significant.
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1. Introduction
As different people have different attention regarding different information, the difference of attention can affect
the capital and time devotion of investors, thus, determines the investment in the entire decision-making process.
Existing literature shows that when investors focus on the stock information, they are easily driven by the
information and trigger trading behavior, which bring changes to stock price (Zhang Jide, 2014). Besides, when
investors are over-feed by the information of specific stock, they tend to be overconfidence and make irrational
reactions (Daniel et al., 1998). Scholars have employ different proxies to measure investor attention includes
abnormal returns, trading volume (Peng and Xiong, 2007), media coverage (Fang and Peress, 2009), investor
turnover, advertisement expenses (Lou, 2010) and so on. However, these variables are not direct
measurements. Da,Engelberg and Gao(2011) apply weekly data of Google search to measure investor attention,
which provides a new method for research. Song Shuangjie et al. (2011) use Google's search engine to provide
trend data and systematic study on Chinese IPO market. Yang Xiaolan (2010) appliedstocks’ attention data to
measure the extent of investor attention and usethe random effects panel data to examine the effects of attention
on the stock market. Yu Qingjin and Zhang Bing (2012) use daily Baidu index to measure the investors’attention
and find that the investor attention can bring abnormal return in the future and the stock price reversed in a short
period. Zhao Longkai et al. (2013) apply the Baidu search data to study the relationship between attention and
abnormal return, and find that the average return of high attention group is significantly higher than the low
attention group. Therefore, we propose the following hypothesis:
H1: Others are as equal, the degree of attention difference on time dimension has negative effect on the abnormal
return of listed firms. The investors of the Chinese stock market are mostly from first-tier cities; these investors
possess higher income and are willing to devote in venture capital. Although there are many investors from three
or four other tier cities, first-tier citizens are at a greater convenience of attaining information resources. The
higher level of attention difference on regional dimension indicates a higher degree of information
asymmetry. The release of explosive information that is highly sensitive to the stock market variation would bring
high attention to them. For a short period, the public would make investment decisions based on their high degree
of concern on such information. Therefore, we propose the following hypothesis:
H2: Others are as equal; the attention difference on regional dimension has a significant negative effect on the
abnormal return of listed firms.
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2. Method
2.1 Data and Sample selection
In order to investigate the difference of attention on time and regional dimension could cause difference effect on
the abnormal return, we sample the violations announcements reported by China Securities Regulatory
Commission (CSRC) of listed firms during 2011-2016 as negative events. For the measurement of attention
effect, previous literatures applied the number of news coverage, the number of related passages on Oriental
Fortune Stock Forum, as well as the stock market open index as alternative measurements of attention. Compared
to these external data, the number of search queries directly from the investors serves as a better reflection on the
true orientation of public attention. Baidu search engine has achieved the leading position in the market of
mainland China, so the application of Baidu search volume index is more persuasive as a measurement for the
attention difference. The Baiduindex starts from 2011, and our selected sample contains 2656 violation listed
firms’ sample, which are from January 1, 2011 to December 7, 2016. We excluded the observations with
missing data,the finally sample includes 169 violation cases. The specific data collection process is
as follows: After entering Baidu Index website, we inputthe stock abbreviation as a search criteria andthe
selection period, thenwe collect the Baidu Index data duringviolations announcements of listed firms reported by
China Securities Regulatory Commission (CSRC), whereas other research data are from CSMAR database.
2.2 Model and variables
We examine the impact of attention difference on the abnormal returns of listed firms. We use violations
announcements of listed firms reported by China Securities Regulatory Commission (CSRC) during 2011-2016 as
negative events to investigate the attention difference of violated firms within 20 days of violations
announcements of listed firms reported by China Securities Regulatory Commission (CSRC).Here, we use the
model of Chen et al. (2005) and Fan et al. (2008) and control the firm characteristic variables, including the firm
size, PB ratio, the proportion of fixed assets and the ratio of state own stocks. Meanwhile, we add the industrial
fixed effect. The model is as follows:
（1）
Dependent variable
We employ CAR (cumulative abnormal return) to measure the abnormal returnof violated firms within 20 days of
violations announcements reported by China Securities Regulatory Commission (CSRC) for regression.
Independent variable
Based on the above analysis, we use Index to measure the public attention. And we use Break to measure the
attention difference on time dimension and regional dimension:
（1）
（2）
(1)
is the overall Baiduindex measured by the search volume of keyword after analysis and calculate the
total weighted search queries. Based on differentsources of the search, the search index includes personal
computer index (pcIndex) and cell phone index (phoneIndex).
(2) mediaIndex is the media attention index based on the news exposure of major Internet mass media. The
number of Baidu news calculation is based on the corresponding keywords included in the headline.Control
variable
The control variable include ROA、Size、MB、Tangibility、SOE.ROA is the average return of total assets of
firms during three years prior to the violation. Size isthe natural logarithm of the total assets of firms during three
years prior to the violation. MB isthe ratio of market value to book value of firms during three years prior to the
violation. Tangibility is the ratio of fixed assets to total assets of firms during the first three years prior to the
violation. SOE isthe proportion of state owned shares of firms during the first three years prior to the violation.
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Table 1 is the definition and measurement of all variables.
Variable
Definition
Independent variable
The overall attention index of firms during violation period
bdIndex
The media attention index of firms during violation period.
mediaIndex
The computer attention index of firms during violation period.
pcIndex
The phone attention index of firms during violation period.
phoneIndex
Dependent variable
CAR
The cumulated abnormal return of firms during violation period
Control variable
The average return of total assets during three years prior to the violation
The natural logarithm of the total assets during three years prior to the violation
The ratio of market value to book value during three years prior to the violation
The ratio of fixed assets to total assets during three years prior to the violation
The proportion of state owned shares during three years prior to the violation
2.3 Descriptive statistics
We can see from Figure 1, The pcIndex and phoneIndexhave a higher fluctuation. Specifically, the
bdIndex and the phone Indexreach the maximum on the third day prior to the violation (bdIndexis
3503.3,phoneIndex is 2044.9) and on the second day after the violation (bdIndex is 3513.8, phoneIndex is 2070.4).
On the day of the announcement, the index is not significant (bdIndexis 3286.9; phone Index is 1839.0). This also
suggests that the violation information of listed firms has been released on the third day prior to the violation. The
public attention index increases from -6 day (bdIndex is 3126.6; cell phone index is 1703.4) to -3 day (bdIndex is
3503.3; cellphone index is 2044.9) and brings a corresponding fluctuation on cumulative abnormal return of
violated firms. (Reach the maximum -0.00532 on -3 day). Additionally, within three days after the announcement,
the attention of investors continues to accumulate and the degree of attention reaches the peak during +2 day to
+3day (CAR during the period is -0.01027).

Figure 1 Time-Dimension Attention Difference Within 20 Days Of Violation Announcement

Figure 2 the distribution of average abnormal return within 20 days of violation announcement
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For geographical distribution, the proportion of Baiduindex on Guangdong Province (bdIndex is 876.9 in
the event period, pcIndex is 328.1 and cell phone index is 548.7) was significantly higher than that of other
provinces, Beijing (average bdIndex is 436.6, pcIndex is 226.0 and cell phone index is 210.5) and Shanghai
(average bdIndex is 454.8, pcIndex is 299.1 and cell phone index is 165.2), which rank second and third
respectively, while Zhejiang ranks fourth (average bdIndex is 416.8, pcIndex is 157.5, and cell phone index is
259.2). Asthe ratio of pcIndex relative to the overall index could represent the institutional investor’s distribution
of the provinces, we could know that the proportion of institutional investors in Shanghai is the highest (pcIndex
accounted for 65.7%), with Beijing ranking second (pcIndex accounted for 51.7%). Guangdong Province, despite
the highest degree of attention on violation firms, has less institutional investors than other provinces (pcIndex is
37.4%). Compared to other inland cities in China, the coastal cities, especially the Yangtze River Delta provinces
have relatively high attention on violation firms, which reflect that new media application of the coastal city is
higher. In addition, the users in Hong Kong and Taiwan prefer YAHOO and Google to Baidu, so the Baidu index
of the two regions does not represent the actual attention of these areas.

Figure 3 regional distribution of bdIndex

Figure 4regional distribution of pcIndex
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Figure 5 regional distribution of phoneIndex

3. Result
We employ different attention indexes for cumulated abnormal return during the announcement period of violated
firms, after which attention index is used to measure the attention difference on time and regional level.
（1）The effect of time-dimension attention difference on abnormal returns
We use the standard deviation of attention index during (-10, 10) to measure the attention difference on time
dimension and divide the sample by attention difference into two groups to study the impact of attention
difference on time dimension on CAR (-10, 10). We first divide the sample into two groups by standard deviation
in (-10, 10) and discover that for the group with the higher degree of attention difference, the attention difference
has a more significant influence on CAR (-10,10) (the coefficient is -0.034, at 5% significance level). For the
group with the lower degree of attention difference, the attention difference is insignificant towards CAR (-10,
10). We find that the higher degree of opinion difference on time dimension could bring about a greater effect
on CAR (-10, 10). This is because the higher degree of attention difference means the information transfer in the
market is not sufficient, whereby negative information could result in a severe herding effect, and the subsequent
fall of stock price.
Table 1 Panel A the effect of time-dimension attention difference on abnormal returns
（1）
-0.029
（-1.26）
roa_pre
0.003
（0.04）
size_pre
-0.000
（-0.20）
mb_pre
0.003
（1.02）
tangibility_pre
-0.004
（-0.20）
soe_pre
0.023
（0.90）
Industry Dummy
Included
Constant
0.165
（1.08）
Observations
85
R-squared
0.272
Robust t-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.1
bdIndex

（2）
-0.034
（-2.27）**
-0.055
（-0.92）
0.000
（1.03）
-0.001
（-0.49）
-0.002
（-0.08）
-0.016
（-0.43）
Included
0.194
（0.82）
84
0.083
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Consequently, we divide the group by the attention difference extent using the standard deviation of
pcIndex on (-10, 10). For the group with the lower attention difference on time dimension, the coefficient is 0.040(at 5% significance level).For the group with the higher level of opinion difference, the coefficient of
pcIndex is -0.071(at 1% significance level). Results also show that the higher the extent of attention difference on
time dimension, the greater the impact that pcIndex could have on CAR (-10, 10).
Table 1 Panel B the effect of time-dimension attention difference on abnormal returns
（1）
（2）
pcIndex

-0.040
（-2.41）**

-0.071
（-2.99）***

roa_pre

3.302
（0.87）

-0.016
（-0.84）

size_pre

0.000
（0.51）

0.000
（0.35）

mb_pre

0.001
（0.76）

-0.001
（-0.14）

tangibility_pre

-0.012
（-0.62）

-0.014
（-0.47）

soe_pre

0.018
（0.62）

-0.017
（-0.56）

Industry Dummy
Constant

Included
0.226
（2.39）**

Included
0.403
（2.15）**

Observations
85
R-squared
0.192
Robust t-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.1

84
0.207

（2）The effect of regional attention difference on abnormal returns
Different cities react differently to violations announcements of listed firms reported by China Securities
Regulatory Commission (CSRC). Therefore, we use the standard deviation during (-10, 10) among 30 provinces
and cities of each stock to measure the regional attention difference and divided the sample into two group. We
found that for the group with higher regional attention difference, the regional attention have more significant
effect on cumulated abnormal return within 20 days of violation. (The coefficient is -0.054, at 5% significance
level).
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Table 2 Panel A the effect of regional attention difference on abnormal returns
（1）

（2）

bdIndex

0.013
（0.61）

-0.054
（-2.06）**

roa_pre

-0.937
（-0.24）

-0.012
（-0.86）

size_pre

-0.001
（-1.38）

0.001
（1.78）*

mb_pre

0.004
（1.52）

-0.001
（-0.31）

tangibility_pre

0.013
（0.60）

-0.003
（-0.10）

soe_pre

0.022
（0.57）

-0.018
（-0.75）

Industry Dummy
Constant

Included
0.023
（0.13）

Included
0.190
（0.85）

85
0.122

84
0.235

Observations
R-squared
Robust t-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.1

In addition, we also test the influence of regional attention directly from the location province of listed
firms on the cumulated abnormal return. We use the bdIndex, phoneindex and pcIndex for regression and find that
the attention of investors from the location of listed firms has a significant negative effect on CAR (-10, 10). The
coefficient of bdIndex is -0.038 (significant at 5% level) andthe coefficient of phoneindex is -0.041 (significant at
5% level); however, the influence of attention index is not as significant as that of the first-tier cities. Meanwhile,
the pc Index of the listed firm is not significant on CAR (-10, 10); the coefficient is -0.040(significant at 1% level).
Based on the previous analysis, we it is evident that the attention group has more sufficient information and more
mature on the violation of enterprises. The attention group from the location of listed firms has limited influence
on CAR (-10, 10).
Table 2 Panel B the effect of attention difference from location province on abnormal returns
bdIndex

（1）
-0.038
（-2.44）**

phoneindex

（2）

-0.041
（-2.30）**

pcIndex
roa_pre
size_pre
mb_pre

（3）

-0.010
（-1.43）
-0.000
（-0.12）
0.001
（0.89）

-0.008
（-0.88）
0.000
（0.00）
0.001
（0.55）

-0.035
（-1.63）
-0.008
（-0.83）
-0.000
（-0.49）
0.001
（0.71）
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0.004
（0.27）
soe_pre
0.014
（0.71）
Industry Dummy
Included
Constant
0.152
（1.39）
Observations
169
R-squared
0.106
Robust t-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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0.008
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0.012
（0.61）
Included
0.145
（1.24）
168
0.106
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0.008
（0.51）
0.018
（0.89）
Included
0.096
（0.74）
169
0.102

5. Discussion
The empirical results show that a higher degree of attention difference has a significant negative effect on
abnormal returns. Specifically, for firms with a higher degree of attention difference on time-series and regional
dimension, the cumulated abnormal returns of listed companies during the violation period will have decreases
that are more significant. Individual investors dominate the Chinese capital market, and we find that corporate
violation has a very significant impact on the cumulative abnormal return of stocks within twenty days during the
announcement period. These factors not only reflect the irrational behaviour of individual investors, but also the
economic disparities of the Chinese economy. The attention difference could be more severe in the future. The
attention difference reflects the distance of regional economic development, which is very representative among
developing countries.

Acknowledgements
The author thank Central University of Finance and Economics, China for Graduate Innovation Research Grants
No.201508

References
Asymmetric Attention and Abnormal returns. Wu,T. and J. Mondria, Social Science Electronic Publishing, 2011.
Abnormal return variances: The arrival of information and the reaction of traders. French, K.R. and R. Roll,
Journal of Financial Economics, 1986. 17(1): p. 5-26.
Analyst coverage and earnings management.Yu, F.F., Journal of Financial Economics, 2008. 88(2): p. 245271.https://doi.org/10.1007/978-3-642-38442-4_111
Attention and the strategic scheduling and timing of earnings announcements.DeHaan, E., T. Shevlin and J.
Thornock, MarketJournal of Accounting and Economics, 2015. 60(1): p. 36-55.
https://doi.org/10.1016/j.jacceco.2015.03.003
Complexity and Information Content of Financial Disclosures: Evidence from Evolution of Uncertainty
Following 10-K Filings. Li, J. and X. Zhao,Social Science Electronic Publishing, 2014.
http://dx.doi.org/10.2139/ssrn.2535469
Cross-border transmission of stock price volatility-the no-arbitrage Martingale approach to timing and resolution
irrelevancy.Jeong, J.G., Global Finance Journal, 1999. 10(1): p. 53-70(18).
Does Greater Firm-Specific Return Variation Mean More or Less Informed Stock Pricing? Durnev, et al. Journal
of Accounting Research, 2003. 41(5): p. 797-836.
Differences of Opinion and Stock Prices: Evidence from Spin-Offs and Mergers. Bhandari, T., Social Science
Electronic Publishing, 2015. http://dx.doi.org/10.2139/ssrn.2635690
Does more information in stock price lead to greater or smaller idiosyncratic return volatility?Dong, W.L. and
M.H. Liu, Journal of Banking & Finance, 2011. 35(6): p. 1563-1580.
https://doi.org/10.1016/j.jbankfin.2010.11.002
Does more information in stock price lead to greater or smaller idiosyncratic return volatility?Lee, D.W. and M.H.
Liu, Journal of Banking & Finance, 2011. 35(6): p. 1563-1580.
https://doi.org/10.1016/j.jbankfin.2010.11.002
176

International Journal of Business and Social Science

Vol. 9 • No. 3 • March 2018

doi:10.30845/ijbss.v9n3p1

Does High Abnormal return Synchronicity Indicate High or Low Price Informativeness? Evidence from A
Regulatory Experiment. Kan, S. and S. Gong ,Social Science Electronic Publishing.
http://dx.doi.org/10.2139/ssrn.2819296
Differences of Opinion, Short-Sales Constraints, and Market Crashes. Hong, H. and J.C. Stein, Review of
Financial Studies, 2003. 16(2): p. 487-525.
Efficiency and the Bear: Short Sales and Markets Around the World. Bris, A., W.N. Goetzmann and N. Zhu, The
Journal of Finance, 2007. 62(3): p. 1029-1079. http://dx.doi.org/10.3386/w9466
Firm-specific risk and equity market development. Brown, G. and N. Kapadia, Journal of Financial Economics,
2007. 84(2): p. 358-388. https://doi.org/10.1016/j.jfineco.2006.03.003
Geography and acquirer returns. Uysal, V.B., S. Kedia and V. Panchapagesan, Journal of Financial Intermediation,
2008. 17(2): p. 256-275.http://dx.doi.org/10.2139/ssrn.871513
llliquidity and abnormal returns: cross-section and time-series effects.Amihud, Y., Journal of Financial Markets,
2002. 5(1): p.31-56.https://doi.org/10.1016/S1386-4181(01)00024-6
Idiosyncratic Volatility of Small Public Firms and Entrepreneurial Risk.Brown, D.P. and M.A. Ferreira, Quarterly
Journal of Finance, 2016. 6(1): p. 1-59.
https://doi.org/10.1142/S2010139216500026
Information Asymmetry, Market Participation, and Asset Prices.Hirshleifer, D.A., C. Huang and S.H. Teoh,
Social Science Electronic Publishing, 2016. http://dx.doi.org/10.2139/ssrn.2763722
Investor Reaction to Salient News in Closed-End Country Funds.Klibanoff, P., O. Lamont and T.A. Wizman, The
Journal of Finance, 1998. 53(2): p. 673-699. https://doi.org/10.1111/0022-1082.265570
Is Investor Attention for Sale? The Role of Advertising in Financial Markets, Madsen, J.M. and M. Niessner,
Social Science Electronic Publishing, 2014. http://dx.doi.org/10.2139/ssrn.2506872
Investor attention, overconfidence and category learning.Peng, L. and W. Xiong, Journal of Financial Economics,
2006. 80(3): p. 563-602. https://doi.org/10.1016/j.jfineco.2005.05.003
Implications of rational inattention.Sims, C.A., Journal of Monetary Economics, 2003. 50(3): p. 665-690.
https://doi.org/10.1016/S0304-3932(03)00029-1
Linking Cross-Sectional and Aggregate Expected Returns.Kozak, S. and S. Santosh, Social Science Electronic
Publishing, 2013. http://dx.doi.org/10.2139/ssrn.2518256
Limited attention, information disclosure, and financial reporting.Hirshleifer, D. and S.H. Teoh, Journal of
Accounting and Economics, 2003. 36(1–3): p. 337-386.
https://doi.org/10.1016/j.jacceco.2003.10.002
Monitoring and corporate disclosure: Evidence from a natural experiment. Irani, R.M. and D. Oesch, Journal of
Financial Economics, 2013. 109(2):p.398-418. https://doi.org/10.1016/j.jfineco.2013.02.021
Monitoring by the financial press and forced CEO turnover. Farrell, K.A. and D.A. Whidbee, Journal of Banking
& Finance, 2002. 26(12): p. 2249-2276. https://doi.org/10.1016/S0378-4266(01)00183-2
Margin requirements, volatility, and the transitory component of stock prices.Hardouvelis, G.A. 1988.
Market-wide attention, trading, and abnormal returns. Yuan, Y., Journal of Financial Economics, 2015. 116(3): p.
548-564. https://doi.org/10.2139/ssrn.1105532
Ownership concentration, foreign shareholding, audit quality, and stock price synchronicity: Evidence from China.
Gul, F.A., J. Kim and A.A. Qiu, Journal of Financial Economics, 2010. 95(3): p. 425-442.
https://doi.org/10.1016/j.jfineco.2009.11.005
Price Informativeness and Investment Sensitivity to Stock Price.Chen, Q., I. Goldstein and W. Jiang, Review of
Financial Studies, 2003. 20(3): p. 619-650.
Predictable behavior, profits, and attention.Seasholes, M.S. and G. Wu, Journal of Empirical Finance, 2007. 14(5):
p. 590-610. https://doi.org/10.1016/j.jempfin.2007.03.002
Stock Volatility and Margin Trading. Seguin, P.J., Journal of Monetary Economics, 1990. 26(1): p. 101 - 121.
https://doi.org/10.1016/0304-3932(90)90033-Z
Short Selling and Earnings Management: A Controlled Experiment. Fang, V.W., A.H. Huang and J.M. Karpoff,
The Journal of Finance, 2016. 71(3): p. 1251-1294.https://doi.org/10.1111/jofi.12369
Stock price reaction to news and no-news: drift and reversal after headlines. Chan, W.S., Journal of Financial
Economics, 2003. 70(2): p. 223-260. https://doi.org/10.1016/S0304-405X(03)00146-6
The Media and the Diffusion of Information in Financial Markets: Evidence from Newspaper Strikes. Joel, P.,
The Journal of Finance, 2014. 69(5): p. 2007–2043.
177

ISSN 2219-1933 (Print), 2219-6021 (Online)

© Center for Promoting Ideas, USA

www.ijbssnet.com

The Invisible Hand of Short Selling: Does Short Selling Discipline Earnings Management? Massa, M., B. Zhang
and H. Zhang, Social Science Electronic Publishing, 2015. 28: p.1701-1736.http://dx.doi.o rg/10.213
9/ssrn.2124464
The information content of stock markets: why do emerging markets have synchronous stock price
movements?Morck, R., B. Yeung and W. Yu, Journal of Financial Economics, 2000. 58(1–2): p. 215260.https://doi.org/10.1016/S0304-405X(00)00071-4
The determinants of cross-border equity flows.Portes, R. and H. Rey, Journal of International Economics, 2005.
65(2): p. 269-296.https://doi.org/10.1016/j.jinteco.2004.05.002
Using the Longitudinal Structure of Earnings to Estimate the Effect of Training Programs.Ashenfelter, O. and D.
Card, Review of Economics & Statistics, 1985. 67(4): p.648-660. https://doi.org/ 10.2307/1924810
Value-Enhancing Capital Budgeting and Firm-specific Abnormal return Variation. Durnev, A., R. Morck and B.
Yeung, The Journal of Finance, 2004. 59(1): p. 65–105. https://doi.org/10.1111/j.1540-6261.2004. 006 27 .x
Why Did Individual Stocks Become More Volatile? Wei, S.X. and C. Zhang, 2006. 79(1): p. 259 - 292.
http://dx.doi.org/10.1086/497411
Why Are U.S. Stocks More Volatile? Bartram, S.M., G. Brown and M.S. René, The Journal of Finance, 2012.
67(4): p. 1329–1370. http://dx.doi.org/10.2139/ssrn.1769207
Why Don't We Agree? Evidence from a Social Network of Investors.Cookson, J.A. and M. Niessner, Social
Science Electronic Publishing, 2016. http://dx.doi.org/10.2139/ssrn.2754086

178

