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ABSTRACT
This study investigates the influence of news on stock returns in Ukraine. Two types of news are considered: (i) a company news, and (ii) news concerning owners of some Ukrainian companies. The latter is studied in order to understand sensitivity of stock returns to political risks. The so-called market model is used for estimation. The data set consists of seventeen stock prices of fourteen privately owned companies and three state-owned companies. Different types of news about these companies and their owners were taken from public sources and the media. The results of estimation show that company news has significant impact on its stock return while the impact of the news about the owners of the company is statistically significant only for several companies. General conclusion of this study is that Ukrainian liquid stocks react to the news as predicted – returns are positive in the case of good news and negative in the case of bad news.
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Glossary

Market model. – model due to which the return on an particular stock depends upon return on a market portfolio and degree of sensitivity of the security, and upon the individual company characteristics.

Efficient market hypothesis – if the market is efficient this means that stocks are traded at their fair value, thus making impossible for investors to buy undervalued stocks.

Political risk – a probability that investment returns will decline as a result of political changes or instabіlity in certain country.
Chapter 1

Introduction

The Ukrainian economy has showed substantial growth during several recent years. Consequently the Ukrainian stock market is also showing very high growth rates. Measured by the PFTS stock index, the Ukrainian stock market has grown by a factor of twelve – from 79.53 on January 8, 2004 to 982.76 points on September 21, 2007. In addition to growth, such financial markets as the Ukrainian market show relatively low correlation with developed world markets, and this creates new opportunities for diversification of the portfolios of global investors. The reasons mentioned above attract attention of the financial market participants from developed countries. In light of this, political risks in Ukraine have become a more important issue for international portfolio managers. Thus, the degree to which news impact stock returns is a crucial issue. In particular, since Ukrainian financial market is the emerging one, the investors interest in political risks concerning this market.

Howell (2001) defines political risk as the “possibility that political decisions or political or social events in a country will affect the business climate in such a way that investors lose a portion of their investment or expected return.”

In my study, I will estimate the impact of news on stock returns of Ukrainian liquid companies. To my knowledge there is a similar study conducted by Moskalenko (2005). However, a distinguishing feature of my work is that I am looking at individual stocks especially concentrating on political risks. In order to identify political risk exposure I am using news about oligarchs. The question I would like to address is: Is there any evidence that a company related news and their owners (oligarchs) related news influence the value of stocks significantly? If the results of study show that this news explains movements in stock prices to a high extent, this might be a signal for investor to revise their strategy of investing as well as a signal for authorities to revise their financial and “protectionist” policy in order to create a more level playing field for domestic companies. (Hellman et al. (2000))

Addressing my question, I work with two types of literature: (i) the one that studies the impact of political risks on stock returns; and (ii) the one that studies the impact of news on stock returns. 

The first type is represented by the studies that either study the relationship between political connections of the top management of the companies and their performance using market or accounting measures (Fisman (2001); Claessens, Feijen and Laeven (2006); Fan, Wong and Zhang (2006); Dombrovsky (2008));  or the political risks stock returns relationship (by Mehdian, Nas and Perry (2006); Bilson, Brailsford and Hooper (2002); Fisman (2001); Bailey and Chung (1995) and Goriaev and Sonin (2005)). These studies do find evidence that some portion of equity premiums is attributed to political risks. 

The second type represents such studies as Fama et al. (1969), McQueen and Roley (1993), Bailey and Chung (1995), Priestley (1997) and others that explain what influences stock returns of companies and portfolios. A number of variables that influence the return on an asset were introduced in those studies. Interest rates, exchange rates, bond yields, dividend yields, different financial ratios and particularly news are among them. My thesis adds to both of the above-mentioned types.

For my study I have chosen five major financial and industrial groups and state segments associated with 17 companies. For each of these companies I estimate the impact of the news on the value of their stock using market model specification. The data is taken from Bloomberg and Interfax Database.

My thesis is organized as follows. The second section analyzes the existing literature on the subject. The third describes methodology I am using, in this study. The fourth one describes the data, and the fifth summarizes estimation results. At the end, I present my conclusions and recommendations for further study.

Chapter 2

Literature review

Choice of the factors that influence stock returns is one of the main concerns of the investors. Numerous studies have been conducted in the finance literature that estimates the influence of different factors such as macroeconomic indicators, business conditions, general news, political connections and others. In my literature review, I start with papers that study the influence of diverse variables on stock return, and then I turn my attention to studies that concentrate on influence of political risk on accounting measures of companies’ performance and on stock return.

Cutler, Poterba and Summers (1988) study the influence of economic news on stock returns. Their methodology includes estimating vector autoregression of macroeconomic variables to identify the unexpected “news” component for the second stage – regression explaining stock returns. They analyze monthly data for stock return for the 1926-1985 period and annual stock return data for the 1871-1986 period. Cutler, Poterba and Summers (1988) tried to use different criteria in creating news sample: 1) they use “Chronology of important world events” from the World Almanac; then they narrowed down their set by the news covered in New York Times as the lead story and which were considered by New York Times business editorial as such that had influence on the stock market; 2) they analyze large changes in stock prices and look at correspondent day’s news. The authors found that large market operations often take place on days without any significant news, and that is why the explanatory power of the news which they had identified for their estimations was very low. 

Similar to Cutler, Poterba and Summers (1988), McQueen and Roley (1993) ran OLS regression to estimate influence of macroeconomic news on stock return. However, unlike the former they do not use vector autoregression for macroeconomic news, but consider economic announcements as changes in the variables. Their contribution to the analysis of news influence on stock returns is that they controlled for business cycles. McQueen and Roley (1993) found that stock returns response to macroeconomic news depends on the state of the economy in terms of high, medium or low economic activity. In order to control for economic activity, the authors constructed dummy variables based on the performance of the industrial production index.

Methodology employed by Cutler, Poterba and Summers (1988) is applicable for the estimation of the overall market return. However, if we are to estimate a single company's stock return response to market news, we should use market index return as a proxy for the overall market news - the so-called market model. This approach was used in a study of Yukos affair by Goriaev and Sonin (2005). 

Studies of political risk influence on stock returns have become more relevant in recent years in the context of globalization. High returns on investments in emerging markets attracted investors from developed countries. Thus, it is possible to claim that globalization and particularly, emergence of new financial markets opened new opportunities for portfolio allocation. In this regard, analysis of political risks in countries of interest is a crucial step before making investment decisions. The paper by Goriaev and Sonin (2005) describes how participation of state authorities in the Yukos affair influenced price of the Yukos’ stock and  other Russian companies. The dataset of the study consists of 53 events in which Yukos was mentioned in the news along with the state agencies. As a market portfolio proxy, the authors use the S&P/RUX index. The exposure to political risk is measured as the size of the state stake in the firm and Transparency&Disclosure index by S&P. As the base model, the authors run time series regression with Yukos stock return as dependent variable, and positive and negative news, their interaction with market return as explanatory variables. They obtained statistically significant results that involvement of state authorities is quite important factor that affects stock returns in Russia. Moreover, the news about prosecution of Yukos employees affected also another companies. It was explained that the Yukos events were interpreted as “a signal about the possible propagation of the prosecution scenario to other companies”.

Using a similar model, Fisman (2001) studies the response of Indonesian stock returns to political connections of a company’s owners. Fisman examines whether political connections with Suharto’s
 regime had an impact on the stock prices of the companies. To control for political connections, he uses the Suharto Dependency Index designed by Castle Group. Also the author runs regression controlling for news about Suharto health in order to identify the companies that are most sensitive to them, or in other words are more likely to be connected with Suharto’s regime. As a measure of Suharto’s health, Fisman uses Jakarta Stock Exchange Composite Index. The conclusion made on the basis of this study is that political risks in emerging economies might explain significant part of the stock prices variations.

Contrary to Fisman (2001), Fan et al. (2007) in the study of China’s newly privatized firms found that firms whose CEOs had political connections performed worse than those without political connections by 18%. Besides the former showed less earnіngs growth and sales grоwth than the latter (Fan et al. (2007). The authors argue that being politically connected is “serving as a current or former government bureaucrat — that is, a current or former officer of central or local government or the military” (Fan et al. (2007)). They regard this criterion as a proxy for the state intervention into the company. Fan et al. concentrate mainly on influence of the connections on the company performance in the after IPO period. They consider stock performance and accounting performance. Preliminary results of the study showed that CEO with political connections were more likely to be elder on average and more likely to be male. To check how the connections influence stock in the short term, the authors use cumulative adjusted stock return as a dependent variable, and the largest shareholder’s ownership, market to book of equity, leverage, logarithm of total assets and industry dummy as explanatory variables. Their estimation results support a statement that politicians draw resources away from the companies they control. The goal of such persons is not consistent with the companies’ goal to maximize profits. This paper has important conclusions because the majority of literature on similar studies show that companies with political connections face relatively better performance. In my opinion, this can be explained by the peculiarities of Chinese economy in which connections do not mean preferential access to financial resources or subsidies. The latter case is discussed in Claessens et al. (2006). 

Claessens et al., using the fixed-effect estimation, found that firms that contributed to the campaign of elected federal deputies faced higher returns than the firms that did not. They studied the data around elections in Brazil in 1998 and 2002. It is worth mentioning here that in Brazil the law allows contributions to the deputies directly, but with strict supervision and reporting to the electoral court (Claessens et al. (2006)). The authors take advantage of such legislative peculiarity by taking absolute value of the contributions as a proxy for political connections. Their hypothesis is that the firms that supported deputies have preferential access to the financial resources (bank loans), and this is the major instrument through which politicians “pay back their debts”. As a result, the firms face significantly higher stock returns. Estimation results support the above-mentioned hypothesis, and Claessens et al. conclude that their findings “provide new evidence on the value of political connections in emerging market” (Claessens et al. (2006)).

Comparing studies in China, Indonesia and Brazil to situation in Ukraine we must admit that the methods mentioned in those papers are very difficult to use because of the differences in legislation and political situation in these countries. From this point of view, instead of estimating influence of political connections, it is possible to estimate influence of political risks that actually contain political connections constituent. Such estimation was used by Kim and Mei (2001), Mehdiah et al. (2007), Bilson et al. (2002) etc.

Kim and Mei (2001) use a components-jump volatility filter to estimate influence of political risk on the stock market in Hong Kong. For their estimation procedure they construct political risk indices based on the events in Hong Kong and regress daily volatility estimates (obtained from cоmponents-jump regression) on the indices dummies. The authors found that strikes in the stock market are closely related to the political events, and that largest stock jumps in the market appeared in association with the political events.

Mehdian et al. (2007) study the impact of unexpected information on the investors’ behavior. The main goal of the study was to find whether the investors’ reaction to good and bad news followed the over-reaction hypothesis pattern or uncertain information hypothesis pattern. Over-reaction hypothesis implies that an investor reacts to good (bad) news by setting the price too high (low), while after some time the investor processes new information and the prices  “reflect fundamental values” (Mehdian et al. (2007)). The uncertaіn іnformation hypotesis (UIH) implies that arrival of new information alters the uncertainty risks, and investors react cautiously setting the prices below (over) the fundamental price in the case of good (bad) news correspondently, and after processing the information the prices converge to their fundamental values. 

For their study, Mehdian et al. (2007) selected 14 positive and 14 negative political news. The methodology they used was to test whether variance of the stock market during non-event days was less than variance during the event days, and then they used t-statistics to test whether cumulative abnormal returns followed one of the mentioned above patterns. Mehdian et al. found that investor reacted to the arrival of new information as predicted by the UIH.

Unlike the two previous studies, Bilson et al. (2002) presented a study of political risk influence on stock returns in emerging market countries. At the first stage of estimation, they use the international market model. They first regress domestic stock market index, and then obtained residuals were regressed on the economic variables such as the change in the exchange rate, the change in the dividend yield, variance of the  local market and political risk index for that country. The political risk index was taken from the International Country Risk Guide (ICRG, provided by Political Risk Services’). The main finding was that political risks “may be able to explain some of the variation in emerging stock market returns” (Bilson et al. (2002)). Bilson et al. also found that political risks in developed countries were mostly insignificant.

So, in order to conclude, it appears to be that political risks can explain a big fraction of stock returns movements, especially in emerging market economies that are subjects to higher political risks than economies of developed countries. Most of the authors use market model
 in their studies and consider proxies for political risks. Some authors use quantitative measures of political risk (like political risk in ICRG, or contribution amount as by Claessens et al.) while others use political events dummies as a political risk proxies. For the Ukrainian case, I will use the latter method since to the best of my knowledge there is no quantitative measure of political risk in Ukraine available in free access.

Chapter 3

Methodology

In my study I use the PFTS Stock Exchange data. This market institution has been in operation since 1997, and now it is the biggest marketplace in Ukraine. According to the Security Exchange Commission of Ukraine, PFTS accounted for 95% share of Ukraine’s 2007 securities trading volume. One important issue here is how to choose the right companies for the estimation procedure. I have identified the following “oligarchic” groups in Ukraine:

· Renat Akhmetov(3), 

· Victor Pinchuk(5), 

· Sergey Taruta and Vitaliy Hayduk(2), 

· Igor Kolomoyskyy, Gennady Bogolyubov(2), 

· Konstantin Zhevago(2)
The numbers in brackets represent the amount of companies of each group that are studied in my thesis. In addition to these groups, there are three state companies. Of course, all chosen companies should be represented at the PFTS Exchange. I choose mostly liquid stocks because their prices are affected by the news significantly and rapidly
. These companies are listed in Table A.1 in appendix A along with information on industries they belong to and their PFTS codes. For my estimation, I use stock returns that are adjusted for splits and dividends. The returns are calculated in the following way:
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where R stands for the return on i stock and P is a price of the stock in time t and t-1 correspondently. A proxy for the market portfolio return is the PFTS index, which is calculated similarly to the companies’ returns. The returns are used in such studies because they are expressed in relative values and they have better statistical properties for the estimations compared to the price.

In order to identify relevant news, I have searched the Interfax news database with the name of a company as the key word. The choice of Interfax’ database is based on the fact that this is recognized news agency. The news that positively influences a company’s stock is the one that provides information about 1) expansion plans of the company (for example, the news of a loan for the above-mentioned purpose); 2) increase in competitive advantage comparing to competitors; 3) buyout of shares by main shareholder if the buyout price is higher then the market price; 4) payment of dividends; 5) introduction of new capacities; 6) changes in legislation that support current activities of the company (e.g. a tax holiday or a decrease in export/import tariffs); 7) report of good profits; 8) increase in the rank as measured by the world ranking agencies. Negative news is the one that provides information on 1) breakdown of capacities, fire and other disasters; 2) change in legislation that worsens the position of the company (e.g. antidumping investigations, introduction of quotas, tariffs etc); 3) increase in authorized capital stock; 4) investigations against company’s activities or legal action; 4) increase in suppliers’ prices; 5) report of huge losses; 6) decrease in the rank as measured by the world ranking agencies. 

Positive events concerning persons/group are also taken from the Interfax database. Positive events are those that inform about 1) successful participation of a person/group in legal action; 2) positive results of a political party (President, Prime-minister or other high-ranking official) supported by a relevant person/group; 3) the pro bono activity of the person/group; 4) successful negotiations with state officials; 5) appointment of a person to a high rank position in the governing. Negative events about a person/group are the ones that inform about 1)  failing results of participation of a person/group in legal action; 2) lower than expected results of a political party (President, Prime-minister or other high-ranking official) supported by this person/group; 3) re-privatization of the companies owned by the group/person; 4) criminal investigations concerning  the person/group; 5) political success of the opposing political force.

Therefore, for my estimation I have a dataset that includes positive and negative news about a particular company, positive and negative news about the affiliated person or a group; daily stock returns of the company and market index return (PFTS). 

Econometric specification of the model is: 
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where 
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 measure the influence of positive and negative events on the i-th stock; coefficients 
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 measure “changes in its systematic risk” (Goriaev and Sonin (2005)). The model is suggested by Fisman (2001) and Goriaev and Sonin (2005). The specification of the model is called market model. This model is widely used in security price studies, however there are evidences that market model specification faces the heteroscedasticity issue (Belkaoui (1977)). That is why I use Newey-West autocorrelation and heteroscedasticіty consistent standard errors in regressions. In order to capture the investors’ reaction to positive or negative events, I construct variables for positive and negative events in such a way that they are equal to one in 1-day, 3-day, 15-day and 30-day period after the event (Mehdian et al. (2007), Goriaev and Sonin (2005)). Specification of such after-event windows is needed in order to catch not only the initial change in stock prices but also to get the price adjustment for the event. I expect the coefficients of good news dummies to be positive and negative in the case of bad ones. Signs of the interaction terms are ambiguous and require deeper knowledge of the local stock market: They reflect the reaction to the good and bad news in the cases of bear and/or bull markets or how a stock reacts to different news if the case of market growth and decline. 

The data is tested for a unit root, heteroscedasticity and autocorrelation. The results of corresponding tests are presented in Appendix E. Phillip-Perron tests for unit root showed that we reject hypothesis of unit root for all variables. From White heteroscedasticity test statistics we see that for AVDK, USCB, ALMK, ZFER, KMED and PGOK we cannot reject the hypothesis of homoscedasticity, while for others we reject it at 10% significance level. Breausch-Godfrey serial correlation LM test statistics shows similar results: we cannot reject hypothesis of no serial correlation in case of estimations for the following stocks: AVDK, USCB, ALMK, ZFER, KMED and PGOK. 
Chapter 4
Data

Descriptive statistics of my data are given in Table 1. I use a dataset from the beginning of quoting stocks until December 14, 2007 (on this day I had the latest access to the Bloomberg database). Thus, the number of observations was initially equal to the amount of days since the stock quoting on the PFTS. However, the majority of stocks had returns similar to what is shown on the Figure 1. As we can see from the graph, all stock returns have had the outlying observations. The same is seen on Figure 1 of the stock returns.
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Figure 1. Typical pattern of stock returns of the most stocks in Ukraine, starting from the October 1998. graph of Azovstal’s stock returns.
The outliers occur because of rare trading operation and absence of the market makers in some periods. For example, some stocks were not traded for several months but their fundamental values were changing during that period, and then there appeared a transaction on some day which caused the stock price to jump. It is seen also that state-owned companies were intensively traded at the beginning of the quoting period while other companies were mostly not liquid prior to 2005. It means that for some stocks there are structural breaks in estimation. That is why I use the time period for a particular stock such that the stock is traded on a daily basis - not once in several months. Description of the adjusted data is given in the Table 1 while Table 2 has the information about the quantity of positive and negative news. Graphs of truncated observation are given in the Appendix B. 

Table 1. Descriptive statistics of the stock returns

	
	AZST
	AVDK
	HRTR
	NITR
	NVTR
	USCB

	 Mean
	0.002
	0.005
	0.003
	0.002
	0.002
	0.003

	 Median
	0
	0
	0
	0
	0
	0

	 Maximum
	0.456
	1.982
	0.950
	1.000
	0.425
	0.717

	 Minimum
	-0.389
	-0.447
	-0.545
	-0.990
	-0.178
	-0.507

	 Std. Dev.
	0.043
	0.091
	0.060
	0.058
	0.035
	0.058

	 Skewness
	1.724
	14.901
	5.249
	0.608
	3.745
	3.119

	 Kurtosis
	38.980
	301.55
	108.84
	118.29
	45.93
	68.89

	
	
	
	
	
	
	

	 Jarque-Bera
	73651
	4.7E+06
	6.4E+05
	1.6E+06
	8.5E+04
	1.7E+05

	 Probability
	0.000
	0.000
	0.000
	0.000
	0.000
	0.000

	
	
	
	
	
	
	

	 Sum
	3.284
	6.787
	3.854
	7.008
	2.622
	2.857

	 Sum Sq. Dev.
	2.550
	10.469
	4.857
	9.812
	1.297
	3.126

	 Observations
	1353
	1262
	1353
	2905
	1078
	927


Table 1 Continued.

	
	NFER
	DNSS
	DMKD
	ALMK
	ZFER
	DNAZ

	 Mean
	0.002
	0.003
	0.001
	0.001
	0.003
	0.001

	 Median
	0
	0
	0
	0.000
	0.000
	0.000

	 Maximum
	0.944
	0.200
	0.350
	0.179
	0.500
	0.850

	 Minimum
	-0.793
	-0.259
	-0.280
	-0.325
	-0.434
	-0.444

	 Std. Dev.
	0.106
	0.027
	0.034
	0.035
	0.047
	0.066

	 Skewness
	2.070
	-0.167
	1.882
	-1.647
	1.111
	4.388

	 Kurtosis
	43.98
	24.30
	49.66
	28.47
	36.96
	67.49

	
	
	
	
	
	
	

	 Jarque-Bera
	9.1E+04
	1.5E+04
	7.0E+04
	1.5E+04
	5.2E+04
	1.4E+05

	 Probability
	0.000
	0.000
	0.000
	0.00
	0.00
	0.00

	
	
	
	
	
	
	

	 Sum
	2.687
	1.996
	0.906
	0.485
	3.249
	0.973

	 Sum Sq. Dev.
	14.478
	0.601
	0.871
	0.638
	2.364
	3.482

	
	
	
	
	
	
	

	 Observations
	1292
	796
	764
	532
	1078
	793

	
	KMED
	PGOK
	UTEL
	CEEN
	UNAF
	

	 Mean
	0.001
	0.002
	0.001
	0.002
	0.005
	

	 Median
	0.000
	0.000
	0.000
	0.000
	0.000
	

	 Maximum
	1.517
	0.578
	0.301
	0.556
	2.124
	

	 Minimum
	-0.724
	-0.308
	-0.219
	-0.500
	-0.778
	

	 Std. Dev.
	0.058
	0.044
	0.034
	0.056
	0.104
	

	 Skewness
	19.062
	3.017
	1.080
	1.199
	7.773
	

	 Kurtosis
	538.77
	51.63
	22.77
	31.31
	137.43
	

	
	
	
	
	
	
	

	 Jarque-Bera
	1.8E+07
	9.3E+04
	2.5E+04
	1.1E+05
	2.5E+06
	

	 Probability
	0.00
	0.00
	0.00
	0.00
	0.00
	

	
	
	
	
	
	
	

	 Sum
	1.874
	1.783
	1.948
	6.221
	17.138
	

	 Sum Sq. Dev.
	4.976
	1.810
	1.770
	10.386
	36.248
	

	
	
	
	
	
	
	

	 Observations
	1477
	927
	1536
	3332
	3332
	


Table 2. News dummies. Pos in the name of the variable means that variable stands for positive news, Neg – for negative news. The variables in the table stand either for the stocks (name indicated by the ticker) or for the owners’ surnames. Only IUD stands for Industrial Union of Donbass and Privat for Privat Group.

	Dummy variable for the news
	Amount of news
	Dummy variable for the news
	Amount of news

	AZSTPos
	48
	ALMKPos
	51

	AZSTNeg
	33
	ALMKNeg
	22

	AVDKPos
	16
	IUDPos
	25

	AVDKNeg
	9
	IUDNeg
	7

	HRTRPos
	17
	ZFERPos
	23

	HRTRNeg
	18
	ZFERNeg
	28

	AkhmetovPos
	28
	DNAZPos
	6

	AkhmetovNeg
	38
	DNAZNeg
	9

	NITRPos
	40
	PrivatPos
	20

	NITRNeg
	47
	PrivatNeg
	10

	NVTRPos
	10
	KMEDPos
	2

	NVTRNeg
	18
	KMEDNeg
	5

	USCBPos
	47
	PGOKPos
	60

	USCBNeg
	18
	PGOKNeg
	29

	NFERPos
	31
	ZhevagoPos
	26

	NFERNeg
	34
	ZhevagoNeg
	13

	DNSSPos
	29
	UTELPos
	67

	DNSSNeg
	25
	UTELNeg
	71

	PinchukPos
	43
	CEENPos
	65

	PinchukNeg
	23
	CEENNeg
	51

	DMKDPos
	21
	UNAFPos
	88

	DMKDNeg
	14
	UNAFNeg
	67


From data description in Table 1 as well as from the histograms given in Appendix C we can see that distributions of all returns are peaked relative to normal distribution and majority of the returns are positively-skewed. The distribution of the return on the market index is also positively skewed and is peaked compared to the normal one ( see Figure 2). 

As an intermediate conclusion, the data suggests that it is necessary to estimate the model for the majority of companies not from the beginning of their quoting on the stock exchange but starting from the end of 2004 – beginning of 2005. 
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Figure 2. The distribution of the returns on the PFTS index.

The most time consuming part of the dataset design was the news identification and gathering. The news was gathered for the period of the interest in the study. It appears to be that positive news prevails in the sample.

What can be also observed from the data is that eleven companies are associated with metallurgy and heavy engineering industry, one energy generating company, one telecommunication services, one chemical, one pharmaceutical and one bank. Thus, one of the shortcomings of the dataset is that it does not represent diverse industries. This can be explained by the peculiarity of the Ukrainian market: The most liquid Ukrainian companies are in heavy engineering and basic materials industries. And liquidity is needed to be able to estimate the relationship between the returns and news. That is why these companies are “overrepresented” in this study. As will be shown in the study later, estimation results for the companies whose stocks are not liquid are insignificant.

Chapter 5
Estimation results

Results are presented in the following way: First, I discuss the case of a 1-day post event window, then a 3-day post-event window and finally 15 and 30 – day post event windows.

The estimation results of the regressions are listed in Appendix D. They are obtained using the Newey-West correction for autocorrelation and heteroscedasticity, since the tests show that these problems are present (see Appendix E for the tests). 

From Tables D.1 through D.14 we can see that most of the companies react to the news as expected: The good news influences a company’s stock positively while the bad news influences the stock negatively. In general, the return responds to the good news by an increase in the range from 1.5% and 1.8% (State companies – Ukrtelecom and Ukrnafta, Table 3) to 8.8% of Nikopol Ferroalloy plant. Reaction to bad news varies from -8% to -1.17%. It means that, for example, the good news for Ukrtelecom increases its stock price on average by 1.5% while the bad news decreases the stock price on average by 1.2%. 

There is an outlier in terms of bad news: the Hartzyzk Pipe Works coefficient of the negative news dummy is significant and shows that its return decreases on average by 22%. This result can be caused by the shortcomings of the data. The coefficients of the positive and negative company news dummies are statistically significant at 10% level for 14 out of 17 companies. The companies for which these coefficients are insignificant are Novomoskovsky Pipe Works, Dniproazot and Kyivmedpreparat. The last two companies obviously lack liquidity since they are rarely traded as can be seen from the graphs in Appendix B. 

Table 3. Estimation results for Ukrtelecom, Centrenergo and Ukrnafta for one-day post event window. The standard errors are in the brackets below correspondent coefficient.

	 
	UTEL
	CEEN
	UNAF

	Company Positive News
	0.0145*
	0.0592***
	0.017503**

	 
	(0.0087)
	(0.0142)
	(0.0084)

	Company Negative News
	-0.01169**
	-0.0419***
	-0.026202***

	 
	(0.0051)
	(0.0094)
	(0.0066)

	PFTS Index
	0.4757***
	0.2986***
	0.362473***

	 
	(0.0895)
	(0.0849)
	(0.0868)

	CompanyPos*PFTS
	0.5344
	0.1947
	0.3530

	 
	(0.5445)
	(0.6360)
	(0.3231)

	CompanyNeg*PFTS
	-0.6214
	-0.1660
	0.4577

	 
	(0.4391)
	(0.3287)
	(0.6092)

	Constant
	0.0002
	0.0009
	0.001678***

	 
	(0.0008)
	(0.0008)
	(0.0006)

	R-squared
	0.0647
	0.0392
	0.0645

	Adjusted R-squared
	0.0617
	0.0377
	0.0619

	F-statistic
	21.1846
	27.1283
	24.8624

	Prob(F-statistic)
	0.0000
	0.0000
	0.0000

	*** - the value is sinificant at 1% level 

	** - the value is sinificant at 5% level 

	* - the value is sinificant at 10% level


There is no clear pattern with regard to what kind of news makes stronger impact. It is different for different companies. One interesting finding is that Ukrtelecom and Ukrnafta show quite low reaction to the good and bad news compared to other companies (Table 3). Both companies are the largest in their sectors – Ukrtelecom is the only provider of landline communication while Ukrnafta is the largest Ukrainian oil producing company that owns the largest natural gas refineries. The State of Ukraine is the majority shareholder in these companies. 

As for the reaction to the news regarding owners of the companies, our estimation shows that only six companies have significant impact on their returns by the news: Avdiyiv Coke, Zaporizhia Ferroalloy Plant and Poltava GOK’s returns are influenced positively by the good news, and Azovstal, Hartzyzk Tube Works’ returns are influenced negatively by the bad news. The coefficients have expected signs.

 As we can see, three companies owned by Renat Akhmetov have significant response to the news
. In my opinion, this fact could be explained by strong lobbying efforts by Mr. Akhmetov as well as by having very strong personal impact on his businesses. One may argue that every owner has strong impact on its businesses. However, I think that due to particular management style, Mr. Akhmetov has particularly strong influence of his personality on his businesses. Other companies’ results do not support the idea that stock prices are influenced significantly by their owners’ news. This outcome supports an optimistic conclusion that financial market does react strongly to economical news rather than to political or personal news.

Although the above-mentioned coefficients are significant, nonetheless their magnitudes are relatively low compared to the impact of the economic news: They vary from 1.15% to 1.87% for positive news – AVDK, PGOK, ZFER; and -0.9% to -1.6% for negative news – AZST and HRTR. The only company whose returns have positive reaction to the bad news is Alchevsk Metallurgical Plant, which seems somewhat puzzling. However, again its value is only 0.2%, which is not statistically significant considering the Ukrainian case in general.

The market index coefficients are significant and positive for all companies except for Nikopol Ferroalloy Plant, Dniprovsky Iron and Steel Integrated Works n.a.Dzerzhynsky, Dniproazot and Kyivmedpreparat. The last two companies lack liquidity. The fact that Nikopol Ferroalloy Plant is not influenced by the market might be explained by the raider attacks on the plant and numerous lawsuits associated. As for Dniprovsky Iron and Steel, the market index return coefficients are marginally significant, the sign of the basic coefficient coincides with the rest of the companies PFTS coefficients.

It appears to be that inclusion of the oligarch news dummies in the model does not affects the results much as well as exclusion of the interaction terms. 

The 3-day post event estimation shows the results similar to 1-day. The estimation results for state companies are in the Table 4. The difference is that coefficients of a company’s news dummies have smaller magnitudes on average: The range for them is 0.7% for Ukrnafta to 3.55% for Nikopol Ferroalloy Plant, with one “outlier” which is equal to 7.2% for Novomoskovsk Pipe-Production Plant. 
Table 4. Estimation results for Ukrtelecom, Centrenergo and Ukrnafta for three-days post event window. The standard errors are in the brackets below correspondent coefficient.
	
	UTEL
	CEEN
	UNAF

	Company Positive News
	0.0051
	0.0187***
	0.0072*

	
	(0.0044)
	(0.0062)
	(0.0038)

	Company Negative News
	-0.0045*
	-0.0145***
	-0.0067*

	
	(0.0028)
	(0.0040)
	(0.0035)

	PFTS Index
	0.4709***
	0.2951***
	0.3887***

	
	(0.0946)
	(0.0878)
	(0.0986)

	CompanyPos*PFTS
	0.4270
	0.1802
	0.1921

	
	(0.3315)
	(0.3997)
	(0.2013)

	CompanyNeg*PFTS
	-0.4073
	-0.0384
	-0.0181

	
	(0.2923)
	(0.2066)
	(0.2063)

	Constant
	0.0003
	0.0011
	0.0014**

	
	(0.0009)
	(0.0008)
	(0.0007)

	R-squared
	0.0542
	0.0163
	0.0427

	Adjusted R-squared
	0.0511
	0.0149
	0.0400

	F-statistic
	17.5446
	11.0512
	16.0697

	Prob(F-statistic)
	0.0000
	0.0000
	0.0000

	*** - the value is sinificant at 1% level 
	

	** - the value is sinificant at 5% level 
	

	* - the value is sinificant at 10% level 
	


One more conclusion is that negative coefficients for six and positive coefficients for two companies are now insignificant (see tables in the Appendix). My interpretation for this result is: There is a certain adjustment period for a stock price after positive event which takes more than one day while for some companies, in particular AVDK, DMKD, ALMK, USCB, NFER, HRTR, this adjustment period is only one day. As well it can be seen that PFTS index coefficients do not change very much as well as their significance. 

From the point of view of efficient market hypothesis it might signal that stocks react to the news in one day, but then they adjust back to the fundamental values.

Other results show that R-squared decreases for the case of a 3-day post-event window: For some stock this decline was quite drastic - up to 2-4 times (NFER, PGOK, AVDK, CEEN and USCB). These results suggest that an increase in post-event window decreases R-squared, and coefficients become less significant. In order to support this conclusion by estimation results, I performed estimation for 15-day and 30-day post event windows for several companies – Table . It can be seen that in fact for these three companies (AVDK, AZST and HRTR) R-squared is quite low compared to 1-day post-event window case, the coefficients of the companies’ news dummies are either insignificant or very small. Thus, an increase in duration of the post-event window to fifteen and thirty days does not increase explanatory power of the model and that is why I consider only the case of one-day and three-days post event window in this study.

Conclusions and recommendations for further research

The purpose of this study was to evaluate the impact of news on the stock returns of companies affiliated with particular financial groups in Ukraine. I concentrated on the personal “oligarchic” news as well as general economic news’ impact on the stock returns. A distinguishing feature of this study for Ukraine is that I analyze individual stocks’ reaction to news rather than the market index reaction. I studied stocks of seventeen Ukrainian companies, fourteen of which are privately owned and three owned by the state. I used the market model to estimate the impact of the news. The model was introduced by Goriaev and Sonin (2005), who used it to study reaction of Russian stock returns to particular news. The same approach was used by Fisman (2001) to study the reaction of Indonesian stock returns to the news. 

My results show that on average stocks react by an increase in the stock price in the range from 1.5% to 8.8% with respect to positive news and  by a decline in the range from -8% to -1.17%. This results are quite symmetric because the news were categorized only as good ones and bad ones. The impact of personal news associated with the companies’ owners is significant only for stocks of  AZST, AVDK, HRTR, ZFER and PGOK. However, these stocks are influenced by only one type news – either positive or negative.

In general, findings of this study go along with similar results obtained by Goriaev and Sonin (2005). Sensitivity of some stocks to personal news in Ukraine indicates that there is some exposure of the Ukrainian stock market to political risks while reasonable reaction of the stocks to company related news shows that the financial market is functioning well in Ukraine.

Further analysis in this field can proceed along the following lines: 1) improvement of the sample through inclusion of more state companies, and the ones that do not belong to large financial groups but nonetheless exhibit high liquidity; 2) classification of news in more than two types; 3) inclusion of more relevant independent variables to improve the explanatory power of the model; 4) testing the efficient market hypothesis.
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Appendix A

Table A.1. The companies with affiliated persons/companies/organizations.

	Name of the company 
	The person/group to which the company is affiliated
	Ticker in the PFTS

	Azovstal
	Renat Akhmetov (System Capital Management)
	AZST

	Avdiyiv Cokery plant
	
	AVDK

	Khartsyzsk Tube Works
	
	HRTR

	INTERPIPE Nyzhnodniprovsky Tube-Rolling Plant
	Victor Pinchuk
	NITR

	Novomoskovsk Pipe-Production Plant
	
	NVTR

	Ukrsotsbank 
	
	USCB

	Nikopol Ferroalloy Plant
	
	NFER

	Dniprospetzstal
	
	DNSS

	Dniprovsky Iron and Steel Integrated Works n.a.Dzerzhynsky
	Industrial Union of Donbass
	DMKD

	Alchevsk Metallurgical Plant
	
	ALMK

	Zaporizhzhya Ferroalloy Plant
	Igor Kolomoyskiy
	ZFER

	Dniproazot
	
	DNAZ

	KievMedPreparat
	Konstantin Zhevago
	KMED

	Poltava GOK
	
	PGOK

	Ukrtelecom
	State Property Fund (State has the majority stake)
	UTEL

	Centrenergo
	
	CEEN

	Ukrnafta
	
	UNAF


Appendix b


Descriptive graphs of stock returns
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Appendix C
The distributions of stock returns
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Series: PGOK

Sample 6/01/2005 12/14/2007

Observations 927

Mean        0.001923

Median    0.000000

Maximum   0.577500

Minimum  -0.307692

Std. Dev.    0.044205

Skewness    3.016918

Kurtosis    51.62905

Jarque-Bera  92746.03

Probability  0.000000
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Series: UTEL

Sample 10/01/2003 12/14/2007

Observations 1536

Mean        0.001268

Median    0.000000

Maximum   0.301000

Minimum  -0.219400

Std. Dev.    0.033956

Skewness    1.079749

Kurtosis    22.76563

Jarque-Bera  25301.99

Probability  0.000000
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Series: CEEN

Sample 10/31/1998 12/14/2007

Observations 3332

Mean        0.001867

Median    0.000000

Maximum   0.555600

Minimum  -0.500000

Std. Dev.    0.055840

Skewness    1.198689

Kurtosis    31.30635

Jarque-Bera  112038.0

Probability  0.000000
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Series: UNAF

Sample 1/01/2003 12/14/2007

Observations 1809

Mean        0.002440

Median    0.000000

Maximum   0.392200

Minimum  -0.293300

Std. Dev.    0.037228

Skewness    2.285882

Kurtosis    34.11449

Jarque-Bera  74546.81

Probability  0.000000


Appendix d


Table D.1 . The estimation results for Azovstal – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	AZST

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0405***
	0.0391***
	0.0198***
	0.0194***

	 
	(0.0064)
	(0.0059)
	(0.0042)
	(0.0041)

	Company Negative News
	-0.0312***
	-0.0295***
	-0.0089*
	-0.0085*

	 
	(0.0059)
	(0.0056)
	(0.0047)
	(0.0046)

	Oligarkh Positive News
	
	0.0124
	
	0.0074

	 
	
	(0.0172)
	
	(0.0057)

	Oligarkh Negative News
	
	-0.0158**
	
	-0.0021

	 
	
	(0.0073)
	
	(0.0034)

	PFTS Index
	0.3566***
	0.3688***
	0.3266**
	0.3235**

	 
	(0.1190)
	(0.1322)
	(0.1302)
	(0.1515)

	CompanyPos*PFTS
	0.7741
	0.8480
	0.5045
	0.5165

	 
	(1.0144)
	(1.0132)
	(0.4162)
	(0.4232)

	CompanyNeg*PFTS
	-0.3371
	-0.5542
	-0.0410
	-0.1015

	 
	(0.3986)
	(0.4620)
	(0.3597)
	(0.3702)

	OligarkhPos*PFTS
	
	-0.9036
	
	-0.3404

	 
	
	1.7118
	
	(0.6132)

	OligarkhNeg*PFTS
	
	0.1764
	
	0.2992

	 
	
	0.3374
	
	(0.2845)

	Constant
	0.001065
	0.0012
	0.0004
	0.0001

	 
	(0.0008)
	(0.0009)
	(0.0009)
	(0.0009)

	R-squared
	0.062
	0.069
	0.0410
	0.0434

	Adjusted R-squared
	0.059
	0.063
	0.0374
	0.0370

	F-statistic
	17.907
	11.053
	0.0426
	0.0426

	Prob(F-statistic)
	0.000
	0.000
	2.4451
	2.4388

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.2. The estimation results for Avdiyiv Coke – 1-day and 3-days post-event window. Standard errors are given in brackets

	 
	AVDK

	
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0497***
	0.0501***
	0.0298**
	0.0310**

	 
	(0.0179)
	0.0180
	(0.0132)
	(0.0132)

	Company Negative News
	-0.0857**
	-0.0853**
	-0.0027
	-0.0059

	 
	(0.0344)
	(0.0345)
	(0.0239)
	(0.0251)

	Oligarkh Positive News
	
	0.0178**
	
	0.0096

	 
	
	0.0087
	
	(0.0120)

	Oligarkh Negative News
	
	0.00399
	
	0.0163*

	 
	
	(0.0084)
	
	(0.0093)

	PFTS Index
	0.2346**
	0.2284**
	0.2129**
	0.2597**

	 
	(0.1018)
	0.1095
	(0.1023)
	(0.1290)

	CompanyPos*PFTS
	-6.2891***
	-6.2828
	-2.9159***
	-2.9623***

	 
	(1.8617)
	(1.8661)
	(1.0627)
	(1.0688)

	CompanyNeg*PFTS
	-0.297763
	-0.2915
	-0.6603
	-0.5155

	 
	(0.6946)
	0.6970
	(0.7548)
	(0.7661)

	OligarkhPos*PFTS
	
	0.2695
	
	-0.9801

	 
	
	(0.4344)
	
	(0.8380)

	OligarkhNeg*PFTS
	
	0.1739
	
	0.0822

	 
	
	0.3862
	
	(0.3120)

	Constant
	0.002645*
	0.0022
	0.0018
	0.0005

	 
	(0.0014)
	(0.0014)
	(0.0013)
	(0.0014)

	R-squared
	0.0813
	0.0838
	0.0299
	0.0390

	Adjusted R-squared
	0.076329
	0.0748
	0.0246
	0.0296

	F-statistic
	16.3044
	9.3163
	5.6730
	4.1347

	Prob(F-statistic)
	0
	0
	0.0000
	0.0000

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.3. The estimation results for Khartsyzsk Tube Works – 1-day and 3-days post-event window. Standard errors are given in brackets
	 
	HRTR

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0564**
	0.0574**
	0.0229**
	0.0166

	 
	(0.0261)
	(0.0265)
	(0.0115)
	(0.0139)

	Company Negative News
	-0.2265*
	-0.2271**
	-0.0710***
	-0.0708**

	 
	(0.0652)
	(0.1000)
	(0.0234)
	(0.0320)

	Oligarkh Positive News
	
	-0.0173
	
	-0.0024

	 
	
	(0.0108)
	
	(0.0073)

	Oligarkh Negative News
	
	-0.0086**
	
	0.0062

	 
	
	(0.0041)
	
	(0.0083)

	PFTS Index
	0.2455
	0.2609
	0.2529
	0.1056

	 
	(0.2032)
	(0.2273)
	(0.2124)
	(0.1809)

	CompanyPos*PFTS
	3.0112***
	3.1265***
	1.0077*
	0.2956

	 
	(0.4483)
	(0.6704)
	(0.5210)
	(0.9312)

	CompanyNeg*PFTS
	4.7010
	4.6856
	-0.6107
	-0.4634

	 
	(4.1004)
	(8.0889)
	(1.3579)
	(1.8070)

	OligarkhPos*PFTS
	
	-1.1024
	
	-0.5235

	 
	
	0.7387
	
	(0.5721)

	OligarkhNeg*PFTS
	
	-0.2213
	
	2.3182

	 
	
	0.3507
	
	(1.7161)

	Constant
	0.00295***
	0.0035**
	0.0029***
	0.0027*

	 
	(0.0011)
	(0.0014)
	(0.0011)
	(0.0014)

	R-squared
	0.086
	0.089
	
	0.0625

	Adjusted R-squared
	0.083
	0.083
	
	0.0563

	F-statistic
	25.354
	14.561
	
	9.9546

	Prob(F-statistic)
	0.000
	0.000
	
	0.0000

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.4. The estimation results for INTERPIPE Nyzhnodniprovsky Tube-Rolling Plant – 1-day and 3-days post-event window. Standard errors are given in brackets
	 
	NITR

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0540**
	0.0541**
	0.0136*
	0.0141*

	 
	(0.0231)
	(0.0231)
	(0.0075)
	(0.0072)

	Company Negative News
	-0.0702*
	-0.0702*
	-0.0244
	-0.0245

	 
	(0.0375)
	(0.0376)
	(0.0164)
	(0.0165)

	Oligarkh Positive News
	
	0.00094
	
	0.0005

	 
	
	(0.0052)
	
	(0.0033)

	Oligarkh Negative News
	
	0.0098
	
	0.0120

	 
	
	(0.0096)
	
	(0.0105)

	PFTS Index
	0.3022***
	0.2938***
	0.2669**
	0.2462**

	 
	(0.1119)
	(0.1129)
	(0.1138)
	(0.1167)

	CompanyPos*PFTS
	0.3415
	0.3709
	0.7462
	0.6891***

	 
	(0.5592)
	(0.5720)
	(0.2719)
	(0.2387)

	CompanyNeg*PFTS
	-0.9354
	-0.9246
	0.7107
	0.7266

	 
	(5.2739)
	(5.2777)
	(2.0577)
	(2.0902)

	OligarkhPos*PFTS
	
	-0.1898
	
	-0.0920

	 
	
	0.7132
	
	(0.3353)

	OligarkhNeg*PFTS
	
	1.1685*
	
	1.0364***

	 
	
	0.6725
	
	(0.3846)

	Constant
	0.0023***
	0.0022***
	0.0023**
	0.0020**

	 
	(0.0008)
	(0.0008)
	(0.0008)
	(0.0009)

	R-squared
	0.043
	0.044
	0.0203
	0.0233

	Adjusted R-squared
	0.042
	0.042
	0.0186
	0.0203

	F-statistic
	26.345
	14.974
	
	0.0120

	Prob(F-statistic)
	0.000
	0.000
	
	(0.0105)

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.5. The estimation results for Novomoskovsk Pipe-Production Plant – 1-day and 3-days post-event window. Standard errors are given in brackets
	 
	NVTR

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.1420
	0.1418
	0.0705**
	0.0724**

	 
	(0.0992)
	(0.0994)
	(0.0279)
	(0.0368)

	Company Negative News
	-0.0600**
	-0.0602**
	-0.0192**
	-0.0187*

	 
	(0.0248)
	(0.0247)
	(0.0089)
	(0.0109)

	Oligarkh Positive News
	
	-0.0033
	
	-0.0074*

	 
	
	(0.0086)
	
	(0.0038)

	Oligarkh Negative News
	
	-0.0057
	
	-0.0017

	 
	
	(0.0057)
	
	(0.0065)

	PFTS Index
	0.4962***
	0.5356***
	0.4792***
	0.5272***

	 
	(0.1300)
	(0.1359)
	(0.1314)
	(0.1454)

	CompanyPos*PFTS
	6.6879
	6.6485
	6.3300
	6.3730***

	 
	(5.5923)
	(5.6038)
	(1.0415)
	(1.5013)

	CompanyNeg*PFTS
	1.750249
	1.7109
	0.8972
	0.9179

	 
	(1.8174)
	(1.8277)
	(1.7873)
	(1.8797)

	OligarkhPos*PFTS
	
	-0.92996
	
	-0.3768

	 
	
	1.1073
	
	(0.5822)

	OligarkhNeg*PFTS
	
	-0.5410
	
	-0.2043

	 
	
	0.5675
	
	(0.3972)

	Constant
	0.001501*
	0.0017*
	0.0015*
	0.0021**

	 
	(0.0009)
	(0.0009)
	(0.0009)
	(0.0010)

	R-squared
	0.150
	0.154
	0.1175
	0.1226

	Adjusted R-squared
	0.146
	0.147
	0.1133
	0.1152

	F-statistic
	37.731
	21.681
	28.5331
	16.5762

	Prob(F-statistic)
	0.000
	0.000
	0.0000
	0.0000

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.6. The estimation results for Ukrsotsbank – 1-day and 3-days post-event window. Standard errors are given in brackets

	 
	USCB

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0601**
	0.0601**
	0.0176*
	0.0178*

	 
	(0.0260)
	(0.0270)
	(0.0102)
	(0.0103)

	Company Negative News
	-0.0483***
	-0.0483***
	-0.0142
	-0.0145

	 
	(0.0153)
	(0.0159)
	(0.0099)
	(0.0100)

	Oligarkh Positive News
	
	0.0018
	
	0.0015

	 
	
	(0.0050)
	
	(0.0038)

	Oligarkh Negative News
	
	-0.0009
	
	0.0065

	 
	
	(0.0053)
	
	(0.0063)

	PFTS Index
	0.5409***
	0.5498***
	0.5601***
	0.5412***

	 
	(0.1318)
	(0.1471)
	(0.1595)
	(0.1771)

	CompanyPos*PFTS
	1.13676
	-1.6030
	-0.2688
	-0.1785

	 
	(0.9064)
	(1.2423)
	(0.4017)
	(0.5680)

	CompanyNeg*PFTS
	-1.5941
	1.1279
	-0.1649
	-0.2379

	 
	(1.2526)
	(0.8724)
	(0.5659)
	(0.4049)

	OligarkhPos*PFTS
	
	-0.2908
	
	-0.0254

	 
	
	0.3565
	
	(0.3202)

	OligarkhNeg*PFTS
	
	-0.2504
	
	0.3214

	 
	
	0.5027
	
	(0.2113)

	Constant
	0.0010
	0.0010
	0.0011
	0.0009

	 
	(0.0017)
	(0.0018)
	(0.0019)
	(0.0021)

	R-squared
	0.060
	0.060
	0.0220
	0.0225

	Adjusted R-squared
	0.055
	0.051
	0.0167
	0.0129

	F-statistic
	11.755
	6.514
	4.1447
	2.3486

	Prob(F-statistic)
	0.000
	0.000
	0.0010
	0.0128

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.7. The estimation results for Nikopol Ferroalloy Plant – 1-day and 3-days post-event window. Standard errors are given in brackets

	 
	NFER

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.089***
	0.0889***
	0.0366**
	0.0355**

	 
	(0.0320)
	(0.0323)
	(0.0151)
	(0.0151)

	Company Negative News
	-0.0832**
	-0.0829**
	-0.0150
	-0.0140

	 
	(0.0343)
	(0.0343)
	(0.0175)
	(0.0180)

	Oligarkh Positive News
	
	0.0105
	
	0.0112

	 
	
	(0.0386)
	
	(0.0164)

	Oligarkh Negative News
	
	-0.0121
	
	-0.0090

	 
	
	(0.0358)
	
	(0.0169)

	PFTS Index
	0.20185
	0.2265
	0.1640
	-0.0117

	 
	(0.1732)
	(0.1912)
	(0.1610)
	(0.1298)

	CompanyPos*PFTS
	-1.8128
	-1.9610
	-1.0511
	-0.9914

	 
	(2.9960)
	(3.0184)
	(0.9523)
	(0.9700)

	CompanyNeg*PFTS
	-9.306616
	-9.3312
	-1.6001
	-1.5116

	 
	(6.0065)
	(6.0306)
	(2.1755)
	(2.1751)

	OligarkhPos*PFTS
	
	1.1627
	
	0.9371

	 
	
	1.6771
	
	(0.8522)

	OligarkhNeg*PFTS
	
	-2.4427
	
	1.2907

	 
	
	1.9891
	
	(1.1893)

	Constant
	0.001806
	0.0015
	0.0010
	0.0004

	 
	(0.0025)
	(0.0024)
	(0.0025)
	(0.0023)

	R-squared
	0.041
	0.044
	0.0076
	0.0123

	Adjusted R-squared
	0.037
	0.038
	0.0038
	0.0053

	F-statistic
	10.924
	6.610
	1.9719
	1.7688

	Prob(F-statistic)
	0.000
	0.000
	0.0801
	0.0698

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.8. The estimation results for Dniprospetzstal – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	DNSS

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0293***
	0.0269***
	0.0162***
	0.0137***

	 
	(0.0056)
	(0.0058)
	(0.0046)
	(0.0046)

	Company Negative News
	-0.0360***
	-0.0506**
	-0.0141**
	-0.0145***

	 
	(0.0112)
	(0.0235)
	(0.0055)
	(0.0056)

	Oligarkh Positive News
	
	0.0087
	
	-0.0018

	 
	
	(0.0072)
	
	(0.0049)

	Oligarkh Negative News
	
	-0.0362
	
	-0.0113

	 
	
	(0.0351)
	
	(0.0087)

	PFTS Index
	0.3156**
	0.2869**
	0.2867**
	0.2459*

	 
	(0.1287)
	(0.1270)
	(0.1319)
	(0.1396)

	CompanyPos*PFTS
	-0.6770*
	-0.7850
	-0.4187
	-0.5208**

	 
	(0.3537)
	(0.3600)
	(0.2944)
	(0.2478)

	CompanyNeg*PFTS
	0.1077
	-0.2370
	0.4784
	0.4260

	 
	(0.6649)
	(0.8479)
	(0.4656)
	(0.4087)

	OligarkhPos*PFTS
	
	1.1967
	
	1.5191***

	 
	
	0.7221
	
	(0.5820)

	OligarkhNeg*PFTS
	
	1.6309
	
	-0.0224

	 
	
	1.5984
	
	(0.2715)

	Constant
	0.0021**
	0.0020
	0.0019**
	0.0021**

	 
	(0.0008)
	(0.0009)
	(0.0009)
	(0.0009)

	R-squared
	0.110
	0.124
	0.0512
	0.0711

	Adjusted R-squared
	0.104
	0.114
	0.0452
	0.0605

	F-statistic
	19.508
	12.327
	8.5310
	6.6834

	Prob(F-statistic)
	0.000
	0.000
	0.0000
	0.0000

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.9. The estimation results for Dniprovsky Iron and Steel Integrated Works n.a.Dzerzhynsky – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	DMKD

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0367***
	0.0612**
	0.0171**
	0.0173**

	 
	(0.0140)
	(0.0287)
	(0.0073)
	(0.0071)

	Company Negative News
	-0.0499**
	-0.0497**
	-0.0071
	-0.0072

	 
	(0.0229)
	(0.0228)
	(0.0103)
	(0.0102)

	Oligarkh Positive News
	
	-0.0101
	
	0.0004

	 
	
	(0.0145)
	
	(0.0071)

	Oligarkh Negative News
	
	-0.0019
	
	-0.0007

	 
	
	(0.0013)
	
	(0.0015)

	PFTS Index
	0.2115
	0.2300
	0.1795
	0.2083

	 
	(0.1404)
	(0.1493)
	(0.1464)
	(0.1669)

	CompanyPos*PFTS
	2.8161
	4.1297*
	0.5268
	0.5197

	 
	(1.9428)
	(2.2052)
	(0.9459)
	(0.9621)

	CompanyNeg*PFTS
	0.4748
	0.5262
	0.6361
	0.6307

	 
	(1.1868)
	(1.1381)
	(0.4858)
	(0.4806)

	OligarkhPos*PFTS
	
	-1.1987
	
	-0.2678

	 
	
	(1.4990)
	
	(0.6436)

	OligarkhNeg*PFTS
	
	-0.2300
	
	-0.1630

	 
	
	(0.1493)
	
	(0.1655)

	Constant
	0.0005
	0.0019
	-0.0003
	-0.0003

	 
	(0.0011)
	(0.0013)
	(0.0010)
	(0.0010)

	R-squared
	0.1058
	0.1061
	0.0338
	0.0346

	Adjusted R-squared
	0.0999
	0.0954
	0.0274
	0.0231

	F-statistic
	17.9447
	9.9453
	5.2977
	3.0029

	Prob(F-statistic)
	0.0000
	0.0000
	0.0001
	0.0016

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.10. The estimation results for Alchevsk Metallurgical Plant – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	ALMK

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0274***
	0.0277***
	0.0139***
	0.0155***

	 
	(0.0064)
	(0.0064)
	(0.0052)
	(0.0051)

	Company Negative News
	-0.0202
	-0.0202
	-0.0040
	-0.0042

	 
	(0.0137)
	(0.0137)
	(0.0076)
	(0.0074)

	Oligarkh Positive News
	
	0.0011
	
	-0.0154*

	 
	
	(0.0062)
	
	(0.0088)

	Oligarkh Negative News
	
	0.0023*
	
	0.0019

	 
	
	(0.0013)
	
	(0.0014)

	PFTS Index
	0.5740***
	0.5951***
	0.6235***
	0.5473***

	 
	(0.1555)
	(0.1555)
	(0.1661)
	(0.1430)

	CompanyPos*PFTS
	0.2831
	0.3269
	-0.2660
	-0.2939

	 
	(0.3291)
	(0.3213)
	(0.3664)
	(0.3610)

	CompanyNeg*PFTS
	-0.0840
	-0.1158
	0.3243
	0.4260*

	 
	(0.2582)
	(0.2606)
	(0.2655)
	(0.2526)

	OligarkhPos*PFTS
	
	-0.1158
	
	0.6970

	 
	
	(0.2606)
	
	(0.5526)

	OligarkhNeg*PFTS
	
	-0.6197***
	
	-0.6011***

	 
	
	(0.1570)
	
	(0.1477)

	Constant
	-0.0019
	-0.0019
	-0.0018
	-0.0009

	 
	(0.0013)
	(0.0013)
	(0.0013)
	(0.0013)

	R-squared
	0.1168
	0.1192
	0.0826
	0.0992

	Adjusted R-squared
	0.1085
	0.1040
	0.0739
	0.0837

	F-statistic
	13.9186
	7.8472
	9.4741
	6.3896

	Prob(F-statistic)
	0.0000
	0.0000
	0.0000
	0.0000

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.11. The estimation results for Zaporizhzhya Ferroalloy Plant – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	ZFER

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0458***
	0.0459***
	0.0059
	0.0063

	 
	(0.0156)
	(0.0156)
	(0.0106)
	(0.0108)

	Company Negative News
	-0.0242***
	-0.0240***
	-0.0094**
	-0.0087**

	 
	(0.0081)
	(0.0082)
	(0.0042)
	(0.0041)

	Oligarkh Positive News
	
	0.0187*
	
	0.0093

	 
	
	(0.0102)
	
	(0.0060)

	Oligarkh Negative News
	
	-0.0229
	
	-0.0039

	 
	
	(0.0189)
	
	(0.0172)

	PFTS Index
	0.3692**
	0.3491*
	0.3700**
	0.2671

	 
	(0.1732)
	(0.1817)
	(0.1790)
	(0.1181)

	CompanyPos*PFTS
	-1.7259**
	-1.7059**
	-1.1392
	-1.0404

	 
	(0.7222)
	(0.7254)
	(0.7788)
	(0.7741)

	CompanyNeg*PFTS
	-1.2556*
	-1.2356*
	-1.2038**
	-1.1010**

	 
	(0.7626)
	(0.7658)
	(0.5234)
	(0.5067)

	OligarkhPos*PFTS
	
	0.9518
	
	-0.5605

	 
	
	(0.9915)
	
	(0.6710)

	OligarkhNeg*PFTS
	
	-0.9901
	
	5.5317**

	 
	
	(0.9978)
	
	(2.7281)

	Constant
	0.0025*
	0.0026*
	0.0028**
	0.0021

	 
	(0.0014)
	(0.0014)
	(0.0014)
	(0.0013)

	R-squared
	0.0310
	0.0367
	0.0153
	0.0696

	Adjusted R-squared
	0.0264
	0.0286
	0.0107
	0.0618

	F-statistic
	6.8502
	4.5203
	3.3208
	8.8819

	Prob(F-statistic)
	0.0000
	0.0000
	0.0056
	0.0000

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.12. The estimation results for Dniproazot – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	DNAZ

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0692
	0.0692
	0.0007
	0.0003

	 
	(0.0644)
	(0.0533)
	(0.0431)
	(0.0378)

	Company Negative News
	-0.0769
	-0.0769
	-0.0241
	-0.0245

	 
	(0.0515)
	(0.0520)
	(0.0170)
	(0.0158)

	Oligarkh Positive News
	
	-0.0010
	
	-0.0122

	 
	
	(0.0019)
	
	(0.0152)

	Oligarkh Negative News
	
	-0.0010
	
	-0.0048

	 
	
	(0.0019)
	
	(0.0111)

	PFTS Index
	-0.1602
	-0.1623
	-0.2593
	-0.2090

	 
	(0.1955)
	(0.1899)
	(0.1744)
	(0.1553)

	CompanyPos*PFTS
	8.6382
	8.6404
	10.2508
	10.2005

	 
	(9.0437)
	(7.7457)
	(7.4889)
	(6.7194)

	CompanyNeg*PFTS
	0.2751
	0.2773
	-0.2250
	-0.2753

	 
	(1.1408)
	(1.1330)
	(0.8225)
	(0.8214)

	OligarkhPos*PFTS
	
	0.1623
	
	-1.0061

	 
	
	(0.1899)
	
	(0.6809)

	OligarkhNeg*PFTS
	
	0.1623
	
	2.5378**

	 
	
	(0.1899)
	
	(1.2812)

	Constant
	0.0010
	0.001
	0.0005
	0.0010

	 
	(0.0020)
	(0.0019)
	(0.0020)
	(0.0019)

	R-squared
	0.0930
	0.0930
	0.1086
	0.1151

	Adjusted R-squared
	0.0872
	0.0825
	0.1030
	0.1050

	F-statistic
	16.1295
	8.9165
	19.1835
	11.3206

	Prob(F-statistic)
	0.0000
	0.0000
	0.0000
	0.0000

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.13. The estimation results for KievMedPreparat – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	KMED

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	-0.0016
	-0.0016
	-0.0016
	-0.0008

	 
	(0.0014)
	(0.0014)
	(0.0014)
	(0.0011)

	Company Negative News
	-0.1096
	-0.1096***
	-0.0566
	-0.0558*

	 
	(0.0800)
	(0.0335)
	(0.0464)
	(0.0332)

	Oligarkh Positive News
	
	-0.0016
	
	0.0190

	 
	
	(0.0014)
	
	(0.0196)

	Oligarkh Negative News
	
	-0.0016
	
	-0.0025

	 
	
	(0.0014)
	
	(0.0025)

	PFTS Index
	0.0117
	0.0121
	0.0121
	-0.0208

	 
	(0.0682)
	(0.0706)
	(0.0699)
	(0.0679)

	CompanyPos*PFTS
	-0.0117
	-0.0121
	-0.0121
	0.0208

	 
	(0.0682)
	(0.0706)
	(0.0699)
	(0.0679)

	CompanyNeg*PFTS
	-6.7997
	-6.8000**
	-1.7194
	-1.6865

	 
	(6.0642)
	(2.8594)
	(2.3891)
	(1.8636)

	OligarkhPos*PFTS
	
	-0.0121
	
	0.3849

	 
	
	(0.0706)
	
	(0.4279)

	OligarkhNeg*PFTS
	
	-0.0121
	
	-0.0007

	 
	
	(0.0706)
	
	(0.0745)

	Constant
	0.0016
	0.0016
	0.0016
	0.0008

	 
	(0.0014)
	(0.0014)
	(0.0014)
	(0.0011)

	R-squared
	0.0185
	0.0186
	0.0078
	0.0136

	Adjusted R-squared
	0.0152
	0.0125
	0.0045
	0.0075

	F-statistic
	5.5586
	3.0829
	2.3207
	2.2471

	Prob(F-statistic)
	0.0000
	0.0011
	0.0412
	0.0171

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Table D.14. The estimation results for Poltava GOK – 1-day and 3-days post-event window. Standard errors are given in brackets.
	 
	PGOK

	 
	1 Day Post-event Window
	3 Day Post-event Window

	Company Positive News
	0.0391***
	0.0391***
	0.0135***
	0.0138***

	 
	(0.0091)
	(0.0092)
	(0.0047)
	(0.0046)

	Company Negative News
	-0.0300***
	-0.0300***
	-0.0096**
	-0.0094**

	 
	(0.0106)
	(0.0070)
	(0.0038)
	(0.0037)

	Oligarkh Positive News
	
	0.0174*
	
	-0.0055

	 
	
	(0.0102)
	
	(0.0091)

	Oligarkh Negative News
	
	-0.0208
	
	-0.0091

	 
	
	(0.0247)
	
	(0.0094)

	PFTS Index
	0.4440**
	0.3957*
	0.4417**
	0.3568

	 
	(0.2366)
	(0.2211)
	(0.2247)
	(0.2252)

	CompanyPos*PFTS
	-0.5445
	-0.4704
	-0.2765
	-0.4023

	 
	(0.8399)
	(0.9064)
	(0.5093)
	(0.5126)

	CompanyNeg*PFTS
	-0.1156
	-0.0677
	0.2583
	0.3412

	 
	(0.7887)
	(0.8133)
	(0.5714)
	(0.5685)

	OligarkhPos*PFTS
	
	-0.6860
	
	1.0446*

	 
	
	(0.5252)
	
	(0.5560)

	OligarkhNeg*PFTS
	
	0.7097
	
	0.6493

	 
	
	(0.6096)
	
	(0.4154)

	Constant
	0.0001
	0.0001
	0.0003
	0.0005

	 
	(0.0016)
	(0.0012)
	(0.0012)
	(0.0012)

	R-squared
	0.0652
	0.0705
	0.0263
	0.0325

	Adjusted R-squared
	0.0601
	0.0613
	0.0210
	0.0230

	F-statistic
	12.8514
	7.7222
	4.9655
	3.4199

	Prob(F-statistic)
	0.0000
	0.0000
	0.0002
	0.0004

	*** - the value is significant at 1% level 

	** - the value is significant at 5% level 

	* - the value is significant at 10% level


Appendix E

Table E.1. Phillips-Perron test for unit root. Null Hypothesis: there is a unit root. Phillip-Perron statistics for all variables is lower then critical value, which means that null hypothesis is rejected at 1% significance level.
	
	PP Test Statistic
	1%-Critical Value*

	AZST
	-38.026
	-3.439

	AVDK
	-34.540
	-3.439

	HRTR
	-38.951
	-3.439

	NITR
	-35.593
	-3.439

	NVTR
	-36.055
	-3.439

	USCB
	-30.080
	-3.439

	NFER
	-38.821
	-3.439

	DNSS
	-32.442
	-3.439

	DMKD
	-26.526
	-3.442

	ALMK
	-37.387
	-3.440

	ZFER
	-32.743
	-3.439

	DNAZ
	-35.939
	-3.439

	KMED
	-32.851
	-3.439

	PGOK
	-41.268
	-3.439

	UTEL
	-45.702
	-3.439

	CEEN
	-37.098
	-3.439

	UNAF
	-35.703
	-3.439

	PFTS index
	-30.099
	-3.439

	*MacKinnon critical values for rejection of hypothesis of a unit root.


Table E.2. White heteroscedasticity test of OLS estimates for correspondent stock returns. Null hypothesis: residuals are homoscedastic.
	
	F-statistics
	Probability
	Obs*R-squared
	Probability

	AZST
	1.62
	0.07
	22.57
	0.07

	AVDK
	0.64
	0.83
	9.00
	0.83

	HRTR
	2.33
	0.00
	32.21
	0.00

	NITR
	25.50
	0.00
	319.35
	0.00

	NVTR
	4.21
	0.00
	56.63
	0.00

	USCB
	1.08
	0.37
	15.14
	0.37

	NFER
	1.70
	0.05
	23.64
	0.05

	DNSS
	3.93
	0.00
	52.41
	0.00

	DMKD
	8.27
	0.00
	102.24
	0.00

	ALMK
	0.20
	1.00
	2.83
	1.00

	ZFER
	0.98
	0.48
	13.69
	0.47

	DNAZ
	10.13
	0.00
	122.24
	0.00

	KMED
	0.17
	1.00
	2.27
	1.00

	PGOK
	1.16
	0.30
	16.28
	0.30

	UTEL
	5.49
	0.00
	42.94
	0.00

	CEEN
	5.14
	0.00
	40.74
	0.00

	UNAF
	2.83
	0.00
	22.44
	0.00


Table E.3. Breausch-Godfrey serial correlation LM test of OLS estimations for correspondent stock returns. Null hypothesis: there is no serial correlation.

	
	F-statistic
	Probability
	Obs*R-squared
	Probability

	AZST
	22.97
	0.00
	66.19
	0.00

	AVDK
	6.23
	0.00
	18.57
	0.00

	HRTR
	10.66
	0.00
	31.55
	0.00

	NITR
	2.47
	0.06
	7.43
	0.06

	NVTR
	2.22
	0.08
	6.69
	0.08

	USCB
	5.32
	0.00
	15.90
	0.00

	NFER
	3.63
	0.01
	10.91
	0.01

	DNSS
	112.73
	0.00
	11.61
	0.01

	DMKD
	239.13
	0.00
	18.15
	0.00

	ALMK
	0.45
	0.71
	1.39
	0.71

	ZFER
	0.50
	0.68
	1.53
	0.68

	DNAZ
	0.16
	0.92
	0.48
	0.92

	KMED
	0.11
	0.95
	0.35
	0.95

	PGOK
	20.63
	0.00
	58.79
	0.00

	UTEL
	57.50
	0.00
	155.90
	0.00

	CEEN
	10.08
	0.00
	30.04
	0.00

	UNAF
	11.40
	0.00
	33.73
	0.00


� Suharto is a former Indonesian military and political leader. He served as a military officer in the Indonesian National Revolution, but is better known as the long-reigning second President of Indonesia, holding the office from 1967 to 1998 (Wikipedia.org).


� Market model explains that “return on a security depends on the return of market portfolio, the extent of the security responsiveness and on conditions that are unique to firm” - www. financial-dictionary.thefreedictionary.com


� As it will be shown the stocks which lack liquidity do not respond to the news.


� I should mention that owner of the company is considered the one who owns the majority stake of the latter


� Here and further “the companies’ response to the news” means the response of companies’ stocks to the news. I am using this notation for short.
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