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Abstract

In this paper we investigate stock returns, volatility and traded volumes around the Annual General Meetings for small capitalization companies that belong to the Spanish IBEX Small Caps stock market. We propose the classical Brown and Warner (1985) Event Studies methodology to test for abnormal behaviour around those days. The results will allow us to discuss about the Efficient Market Hypothesis and the relevance of the information realised during the Annual General Meetings. Additionally we have analyzed the possible differences in the total risk that could cause abnormal returns depending on the stock market cycle. 
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1. Introduction
Nowadays information about companies is released frequently using many ways of communication, especially for the high capitalization ones. The studies of stock prices reactions are a well established line of research in financial economics. The efficient market hypothesis (EMH) is one of the theoretical axioms supporting prior disclosure literature that forms the basis for this study, introduced by Fama et al. (1969). This hypothesis assumes that the stock markets reflect all known information and react immediately to new value relevant information that is disclosed by public companies through variations in either the stock price, or in trading volume. Therefore, no one could outperform the market by using the same information that is already available to all investors, except through luck. Fama (1970) reviewed his theory and identified three levels of market efficiency: 1) weak-form efficiency: prices of the securities instantly and fully reflect all information of the past prices. This creates the possibility to predict the future price movements; 2) semi-strong efficiency: asset prices fully reflect all of the publicly available information. Therefore, only investors with additional inside information could have advantage on the market; 3) strong-form efficiency: Asset prices fully reflect all of the public and inside information available. Therefore, no one can have advantage on the market in predicting prices since there is no data that would provide any additional value to the investors. Regarding this last point, Bhattacharya et al. (2000) study the lack of reaction of stock prices to company events. The authors find four possible situations that could explain this behaviour, by combining the concepts of market efficiency and the relevance of information releases: 1) the market is inefficient, and thus prices do not react to the arrival of relevant information; 2) companies do not make value-relevant corporate announcements; 3) the stock market is efficient and the news are value-relevant, but this information has been already completely anticipated by the market; and 4) insider trading prohibitions do not either exist or are not enforced and thus the superior information of insider traders has been incorporated to stock prices through their trades. The authors emphasize on the importance of examining the behaviour of stock prices during pre-announcement periods in order to evaluate the probability of each one of the previously mentioned situations. 

Nevertheless, researchers do not agree on the magnitude of the reaction of stock prices to information releases or the implications they have for the EMH. Event studies, introduced by Ball and Brown (1968), and Fama (1969), and adjusted by Brown and Warner in 1980 (data sampled at a monthly interval) and in 1985 (daily stock data), produce useful evidence on how stock prices respond to information. Many authors consider the abnormal returns or volumes found around company events as evidence against the EMH. Nevertheless, Fama (1998), argues that and apparent overreaction to information is about as common as under reaction and post-event continuation of pre-event abnormal returns is about as frequent as post-event reversal, so overreaction or under reaction of stock prices can not be established as the dominant phenomenon, which is consistent with the market efficiency.  

A great number of studies have investigated the reaction of stock prices to all kinds of corporate events or public information releases. The most usual are probably earnings announcements as for example the papers of Patell (1976), Aharony and Swary (1980), Bamber (1986), Bernard and Thomas (1989), and more recently Francis, Schipper and Vincent (2002) and Francis et al. (2002). Another strongly investigated company event is dividend announcements, some of the most important ones could be Pettit (1972), Asquith and Mullins Jr (1983) and Benartzy, Michaely and Thaler (1997). Other company events with important attention in the financial literature would be: stock splits (e.g. Grinblatt et al., 1984 and McNichols and Dravid, 1990), securities recommendations (e.g. Bjerring, Lakonishok and Vermaelen, 1983; Liu, Smith and Syed, 1990 and Beneish, 1991) and corporate news (e.g. Battacharya et al., 2000 and Chan, 2003). These are some of the most usually studied company events but there are many more events that can cause stock prices reaction. We wanted to point out some interesting cases as the reaction of stock prices to a potential breakthrough in cancer research (Huberman and Regev, 2001) or to LIFO adoptions (Biddle and Lindahl, 1982). In a general way all the mentioned events imply the release of potentially important information to the market.
However, one of the formerly most important corporate events as can be the Annual General Meeting has not got a large body of research. These meetings are held every year to elect the Board of Directors and inform their members of previous and future activities. It is an opportunity for the shareholders and partners to receive copies of the company's accounts as well as reviewing fiscal information for the past year and asking any questions regarding the directions the business will take in the future. This event addresses to the whole financial community. Despite everything, we have only found two articles related with the topic and they are complementary. Brickley (1985) carried out a research with a random sample of U.S. companies for the period 1978-82 and analyses only the returns obtained during the days around the event. The author finds positive abnormal returns around shareholder meeting dates but has difficulties to interpret his results due to the lack of previous comparable research. On the other hand, Olibe (2002) investigates on U.K. companies traded on the NYSE and AMEX from 1994 to 1998 and focuses only on trading volumes and volatilities. In this case even though abnormal volatilities are found on AGM days the impact on trading volumes is non significant, suggesting that U.S. investors do not generally find AGM informative.

Theoretically, the market efficiency can be reflected in a variation of returns or volumes. The volatility returns are a great complement for returns as they measure the total impact of the traded stock in absolute values plus the positive relationship between the release of information and price volatility, which is well established in the literature (see, for example, Campbell and Hentschel, 1991). 

Considering the expected relationship between AGM and stock prices, we can adopt the standard framework used in the literature to analyse the reaction of stock prices to any particular corporate event implying the release of potentially relevant information to the market. In particular, as the existing literature on AGM is limited we will focus on the explanation proposed by Kalay and Lowenstein (1985). The authors make the assumption that the risk per unit of time and the required rate of return are higher than normal during an event period whose timing can be predicted. They use these statements to explain excess returns in predictable events. In this case, they have chosen the reported abnormally high returns on dividend announcement dates. Similarly to dividend announcements, we consider AGM are also predictable events: 1) the days of the AGM is known in advance by the market participants and 2) they imply the release of company information to the market.
In addition, we have extended Kalay and Lowenstein argument to the global stock market. As stated the authors, the systematic risk and the required rate of return are higher than normal during a predictable event period. If we look at the stock market in a general way, depending on weather the market is in a growing or decreasing tendency, the market risk and also the required rate of return will be different. So, we could expect that in periods of market decrease, which are periods of higher anticipated risk per unit of time, risk-averse investors will require higher expected returns. In this case, there could be abnormal returns due to a fair compensation of bearing risk that is priced but not well estimated by the researchers. Following this idea, Borio, Furfine and Lowe (2001) discuss about risk and risk aversion over time. They make conclusions about the possible mismeaurement of risk. In particular the authors find that risk is often underestimated in booms and overestimated in recessions. 

According with the previous discussion, depending on the period of the stock market, a misestimate adjustment of the raw returns fully for risk could explain positive (negative) abnormal returns in periods of decrease (growth). If complementarily we take into account a predictable event as can be the AGM, we have to consider also the higher systematic risk that it implies and the effects on returns could be even stronger. 

The main objective of this paper is to measure the impact of AGM on the returns, traded volumes and volatilities of the Spanish stock market IBEX Small Caps companies. This approach will allow a better understanding of how the stock returns react to the information given in the AGM and also to test the EMH.  The reduced number of previous investigations only considers high capitalization companies, where information is given every day by the media, financial analysts, market movements and the AGM is just one more source of information. Contrarily to this statement we consider that the AGM are an important event for the small capitalization companies as most of the main points for the firms’ future will be defined. This is the first work that studies the impact of AGM in small capitalization companies and takes into account the returns, traded volumes and volatilities during the days around the event. To test the EMH both the classical Brown and Warner (1985) methodology for Event Studies and the Corrado (1989) non-parametric test are used. Additionally, we have also take into account that the total risk and required rate of return are different depending on the market financial cycle. We have decided to split the total period of study in: 1) periods of stock market growth and 2) periods of stock market decrease.
The remaining of the paper is as follows: next section discusses the methodology and dataset we propose to investigate the relevance of AGM on returns, traded volumes and volatilities in the Spanish IBEX Small Caps stock market. In sections 3 and 4 we analyze the results obtained and we present the main conclusions.  
2. Dataset and Methodology

In this section we respectively present the sample and dataset used in our investigation and the methodology we proposed to investigate the behaviour of stock prices, volume traded and volatility around AGM date. Finally, we present an extension of our work by splitting the sample in two periods: a) periods of stock market growth and b) periods of stock market decline (or stagnation).

Sample and Dataset

To accomplish the paper objective, we examine the effects of abnormal price changes, abnormal volume and abnormal volatility at the time of an AGM in the Spanish stock market from January 2002 to June 2009. We have selected small market capitalization companies in the Spanish stock market to carry out our investigation then we selected the companies’ constituents of IBEX Small Caps.

All the daily trading data used for this paper were obtained from Thompson-Reuters database and information about AGM dates was hand collected from Madrid Stock Exchange Web page or from the corporate Web pages of the companies when the information was not available in our primary source. Our sample contains 170 AGM dates. 

Methodology

We propose the classical Brown and Warner (1985) event studies methodology being the AGM date the studied event. For the effects of abnormal price changes, we analyze abnormal returns around AGM dates. The estimation of the abnormal return (AR) is carried out as the difference between actual and normal returns, while normal returns are defined as expected returns without conditioning on the occurrence of the event. 
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[image: image12.wmf]. We compute expected or normal returns by using the market model then we assume that normal return is given by a linear relationship between the stock return and the market return. In this paper the unbiased estimate of the security expected returns have been estimated through a pre-event period of 71 days starting on day -90 to day     -20 being AGM date day 
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Given the nature of the information examined, there exists the possibility that the market reacts on dates prior to the AGM because of some leaked of information to the market. The study of the daily abnormal return in a wide range of days will allow how fast the market discounts the information to be examined, as well as the moment in which the market reacts to it. The analysed period or ‘event window’ includes five days before and five days after the announcement. After estimating daily average abnormal returns for each firm, the average abnormal return for the whole sample in the day t (
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Event study test statistics also continue to be generally well-specified when the event period is longer than one day, plus it is less skewed than the 
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To test the significance of daily abnormal return the Brown and Warner (1985) methodology is followed. We estimate the standard deviation of the samples (170 observations) over the period [-90, -20]. The t-statistic for any day in the event period is given by:
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 is the standard deviation of the abnormal returns over the pre-event period.
Our first null hypothesis is that average abnormal return will equal zero or not be significant on the AGM day for the IBEX Small Caps companies. 

A large number of events from different firms are studied. It is possible that positive and negative abnormal returns cancel each other out. Additionally there is a positive relationship between the release of information and price volatility (see for example, Campbell and Hentschel, 1991). This is why we are also interested about stock price volatility around AGM. We estimate the absolute value of abnormal returns to calculate the returns volatility. The null hypothesis in that case is that absolute return during the event window is not higher than those in the pre-event period.

Finally, we wanted to analyse the trading volume behaviour around AGM, thus, we define abnormal trading volume, for stock 
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Where, 
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 is the traded volume in Euros of stock 
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[image: image27.wmf]. Trading volumes have a tendency to grow over time. This is why we compare 
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 to the average volume obtained from fifteen days before [-35, -20] and fifteen days after [+30, +45] the AGM day. As we did with returns, once abnormal daily volumes have been computed for each firm, the average abnormal volume on day 
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Once the average daily abnormal volume (
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) was obtained, the cumulative abnormal average volume 
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Our last null hypothesis is that the average abnormal trading volume will be zero or insignificant on the AGM day for IBEX Small Caps companies.

We have decided to estimate a non-parametric test in our work to contrast with the results obtained with the parametric test and analyse the possible differences. Corrado’s non-parametric test of ranks (1989) is chosen to improve our investigation as it is widely used in the event studies methodology.

Considering the possible differences in the total risk and required rate of return depending on the global stock market evolution, we decided to split our sample in two different periods:

Period 1: Years of stock market growth (including years from 2003 to 2007).

Period 2: Years of stock market decrease (2002, 2008 and 2009).

The years taken for each period have been selected according to the Spanish stock markets IBEX 35 and IBEX Small Caps, which is the studied stock market although it was created in 2005. 

3. Results

In this section we discuss the effects of the AGM on returns, traded volumes and volatilities following the Brown and Warner (1985) and Corrado (1989) statistics. First of all we are going to discuss the effects of the AGM considering the whole period studied (2002-2009). Later we’ll compare the results obtained with the two samples that came up from the distinction between periods of growth and periods of decrease.

Total Results

Table 1 presents the results of all the abnormal returns, volumes and volatilities for the IBEX Small Caps companies around the AGM date. The Brown and Warner (1985) and Corrado (1989) statistics are also shown to test their significance in the window             [-5, +5], being the AGM day 
[image: image35.wmf]. 

Table 1. Total Results: In this table we can see the abnormal returns, volumes and volatilities during the total studied period (2002-2009) and their significance using both, the parametric t-test and Corrado’s non-parametric test of ranks.
	
	
	Returns
	
	
	Volumes
	
	Volatility
	

	Day
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	Corrado

	-5
	-0,0001
	-0,0532
	0,4663
	1,2615
	1,4282
	0,0456
	0,0148
	-0,8857
	-0,1982

	-4
	0,0002
	0,0985
	-0,3931
	1,1074
	0,5868
	0,1469
	0,0157
	-0,2176
	0,0119

	-3
	0,0006
	0,2822
	1,0034
	1,1582
	0,8642
	-0,2727
	0,0136
	-1,7727*
	-0,8024

	-2
	0,0020
	0,9825
	1,2548
	1,2006
	1,0959
	-0,5708
	0,0135
	-1,8461*
	-0,9648

	-1
	0,0038
	1,9047*
	3,1633***
	1,3525
	1,9256*
	0,4594
	0,0167
	0,5109
	1,0866

	0
	0,0014
	0,6912
	1,1428
	1,2173
	1,1869
	0,5691
	0,0158
	-0,1382
	-0,3702

	1
	-0,0015
	-0,7640
	-0,6537
	1,3271
	1,7869*
	1,2050
	0,0201
	3,1147***
	2,2591**

	2
	-0,0017
	-0,8498
	-0,1760
	1,3322
	1,8147*
	0,8951
	0,0172
	0,8990
	-0,5731

	3
	-0,0021
	-1,0411
	-1,0834
	1,1447
	0,7901
	0,7127
	0,0164
	0,2995
	1,2370

	4
	-0,0023
	-1,1354
	-1,0103
	1,0120
	0,0653
	-0,6130
	0,0138
	-1,5757
	-0,9457

	5
	-0,0018
	-0,8761
	-0,3223
	1,1702
	0,9295
	0,5235
	0,0154
	-0,4138
	-0,0645

	*
	significance 10%

	**
	significance 5%

	***
	significance 1%


At a first sight we can observe that on the AGM day there is no significant average abnormal return, volume or volatility. Consequently, the null hypothesis can not be rejected. However there are unusual variations that we could emphasize on if we consider the whole event window. So on day 
[image: image42.wmf] there is an abnormal return significant at a 1% level when using Corrado’s rank test. Also on day 
[image: image43.wmf] the average abnormal volatility is significant at a 1% level using the parametric test and at a 5% significance level if we use the non-parametric test.

We will now proceed to analyze all the results differentiating among returns, volumes and volatilities. We will also add the results obtained by splitting the total period in periods of stock market growth and periods of stock market decrease and see the relation among them. 
Returns

As it can be seen in Table 2 (panel 1), non-significant abnormal returns are shown on the AGM day (
[image: image44.wmf]). Therefore, our null hypothesis that mean abnormal return on the AGM day was zero can not be rejected. The AGM day is not different to normal days according to abnormal returns. However, a positive and significant abnormal return is observed on the day prior to the AGM date. It is significant at a 10% level using the parametric t-test and at a 1% level using Corrado’s non-parametric statistic. Therefore, the null hypothesis that abnormal return are not different from zero on AGM dates can be rejected at a 1% level, according with the Corrado rank test. Our results defer pretty much with the only previous investigation we have found that studies the impact of AGM on stock returns. Brickley (1985) reports positive and significant returns on AGM dates, according with the t-test. However, the same results are not considered significant when using the non-parametric Wilcoxon signed rank test. No significant abnormal return is shown after the AGM date but there are negative abnormal returns on the five consecutive days after the AGM.

If we look at panels 2 and 3, comparing the results for the periods of stock market growth and stock market decrease there are no great differences. In periods of stock market growth the results are similar to those obtained in the total period. The only remarkable difference is that the abnormal negative returns starting after the AGM are significant on the two first days according to the t-test (5% level on 
[image: image45.wmf] and 10% level on 
[image: image46.wmf]). In periods of decrease there are no significant abnormal returns in the whole window. The presumptions we have made using Kalay and Lowenstein (1985) work, where they state that risk-averse investors could require higher compensation to hold the asset over a riskier period do not apply in our study. 

Table 2. Returns results: In this table we present the results for the returns in the total period (2002-2009) and also in the two established periods of stock market growth (2003-2007) and stock market decrease (2002, 2008, 2009).
	
	Total returns
	Returns in periods of growth
	Returns in periods of decrease

	Day
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	-5
	-0,0001
	-0,0532
	0,4663
	0,0013
	0,6092
	1,2749
	-0,0019
	-0,5817
	-0,6393

	-4
	0,0002
	0,0985
	-0,3931
	0,0029
	1,3271
	0,9784
	-0,0032
	-0,9727
	-1,5875

	-3
	0,0006
	0,2822
	1,0034
	0,0009
	0,4121
	1,0880
	0,0001
	0,0433
	0,3389

	-2
	0,0020
	0,9825
	1,2548
	-0,0009
	-0,3953
	0,1112
	0,0056
	1,6789*
	1,7177*

	-1
	0,0038
	1,9047*
	3,1633***
	0,0037
	1,7126*
	2,9480***
	0,0039
	1,1851
	1,5674

	0
	0,0014
	0,6912
	1,1428
	0,0013
	0,6079
	0,8430
	0,0015
	0,4413
	0,7962

	1
	-0,0015
	-0,7640
	-0,6537
	-0,0049
	-2,2528**
	-1,3104
	0,0028
	0,8320
	0,4023

	2
	-0,0017
	-0,8498
	-0,1760
	-0,0039
	-1,7749*
	-0,8462
	0,0010
	0,3153
	0,6193

	3
	-0,0021
	-1,0411
	-1,0834
	-0,0012
	-0,5530
	-1,0138
	-0,0032
	-0,9676
	-0,5325

	4
	-0,0023
	-1,1354
	-1,0103
	-0,0019
	-0,8849
	-0,3079
	-0,0027
	-0,8200
	-1,1568

	5
	-0,0018
	-0,8761
	-0,3223
	-0,0016
	-0,7389
	0,4207
	-0,0019
	-0,5858
	-0,9064

	*
	significance 10%

	**
	significance 5%

	***
	significance 1%


Volumes

The abnormal volumes are presented for the same window [-5, +5] taking into account that the normal value is 1, volume values higher than 1 indicate trading volumes higher than the average and vice versa. Considering the source of our sample data reliable we must say that in Small Caps companies we have found excessively high volume volatilities in short periods of time. In many cases the fifteen days of pre-event and post-event do not represent unbiased periods of time with which we could compare the event period. In our opinion, the methodology used to calculate abnormal volumes should be reconsidered for small capitalization companies. Having notified this anomaly we will proceed to analyze the volumes results.

Looking at Table 3, in the total volumes panel no significant abnormal volumes are observed on the AGM dates at the standard 5% level of significance. However we want to point out abnormal returns on days 
[image: image53.wmf], 
[image: image54.wmf] and 
[image: image55.wmf] at a 10% level of significance using the t-test. We can observe that on periods of growth there are abnormal traded volumes the two days before AGM while in the periods of decrease similar anomalies are observed two days after. These results could be explained considering investors behaviour. In periods of stock market growth the investors are more confident and tend to anticipate the information that will be given in the AGM, which is reflected with abnormal traded volumes on days 
[image: image56.wmf] and 
[image: image57.wmf]. On the other hand, during periods of decrease investors tend to be more cautious and wait until the information is publicly revealed to realize the trades. However, the null hypothesis of non-significant volumes on AGM dates could not be rejected using Corrado’s rank test, as there are no abnormal volumes in the whole window. According to Fama (1998), most long-term return anomalies tend to disappear with reasonable changes in technique. In this case we believe the same statement can apply with volumes.

Table 3. Volumes results: In this table we present the results for the volumes in the total period (2002-2009) and also in the two established periods of stock market growth (2003-2007) and stock market decrease (2002, 2008, 2009).
	
	Total volumes
	Volumes in periods of growth
	Volumes in periods of decrease

	Day
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	-5
	1,2615
	1,4282
	0,0456
	1,4047
	2,1743**
	0,2889
	1,0795
	0,3680
	-0,2178

	-4
	1,1074
	0,5868
	0,1469
	1,1644
	0,8834
	0,2144
	1,0350
	0,1621
	0,0594

	-3
	1,1582
	0,8642
	-0,2727
	1,0758
	0,4073
	-0,3620
	1,2629
	1,2163
	-0,1485

	-2
	1,2006
	1,0959
	-0,5708
	1,3300
	1,7730*
	-0,5282
	1,0363
	0,1681
	-0,5543

	-1
	1,3525
	1,9256*
	0,4594
	1,4974
	2,6722***
	0,5095
	1,1686
	0,7799
	0,3563

	0
	1,2173
	1,1869
	0,5691
	1,1453
	0,7806
	0,6400
	1,3088
	1,4286
	0,4322

	1
	1,3271
	1,7869*
	1,2050
	1,1773
	0,9523
	0,7161
	1,5175
	2,3946**
	1,5936

	2
	1,3322
	1,8147*
	0,8951
	1,2575
	1,3836
	0,2423
	1,4271
	1,9763**
	1,4913

	3
	1,1447
	0,7901
	0,7127
	1,1650
	0,8862
	0,7301
	1,1189
	0,5500
	0,6170

	4
	1,0120
	0,0653
	-0,6130
	0,9826
	-0,0933
	-0,8389
	1,0492
	0,2277
	-0,3068

	5
	1,1702
	0,9295
	0,5235
	1,1752
	0,9410
	0,1429
	1,1639
	0,7581
	0,8710

	*
	significance 10%

	**
	significance 5%

	***
	significance 1%


Volatilities

As it has been commented in the methodology section, the returns volatilities will be useful to eliminate the possible counteract effect of positive and negative returns. Contrarily to Olibe (2002), we do not observe higher levels of volatility in stock returns before the event neither on AGM days. This result is confirmed by the two statistics that we are using in our work. However, we should consider some important facts: 1) given the nature of the studied companies (small capitalization) there could be a delay of the information transmitted in the AGM; 2) the AGM are held sometimes during the week-end, when the stock markets are closed and 3) the time of the AGM changes depending on the company. Even though it is usually in the morning and investors have time to react on the same day it does not happen always. Knowing this we could consider the event day as t=0,1 and in this case the results change. On day 
[image: image64.wmf] we observe abnormal volatilities significant at a 1% level according to the t-test and a 5% level when considering Corrado’s rank test. Other less significant values can be reported: on days 
[image: image65.wmf] and 
[image: image66.wmf], according to the t-test but not confirmed by Corrado’s rank test, there are significant negative volatilities at a 10% level.

In panel 2, the initial hypothesis cannot be rejected neither on the AGM day and the other days of the event window. An abnormal volatility at 10% using the rank test can be mentioned on day 
[image: image67.wmf]. In panel 3, the results are similar to the ones of the total period: abnormal volatility on 
[image: image68.wmf], in this case significant at a 1% level using the parametric test. 
When we compare all panels we can say that they are all alike, independently of the stock market cycle. In periods of growth there is a higher number of abnormal volatilities on day 
[image: image69.wmf] while in periods of decrease their value has more importance. In the total period the abnormal volatility on day 
[image: image70.wmf] is significant with both the parametric and non-parametric tests.

Table 4. Volatilities results: In this table we present the results for the volatilities in the total period (2002-2009) and also in the two established periods of stock market growth (2003-2007) and stock market decrease (2002, 2008, 2009).
	
	Total volatilities
	Volatilities in periods of growth
	Volatilities in periods of decrease

	Day
	
[image: image71.wmf]
	
[image: image72.wmf]
	Corrado
	
[image: image73.wmf]
	
[image: image74.wmf]
	Corrado
	
[image: image75.wmf]
	
[image: image76.wmf]
	Corrado

	-5
	0,0148
	-0,8857
	-0,1982
	0,0125
	-0,4689
	-0,3235
	0,0176
	-0,7552
	0,0729

	-4
	0,0157
	-0,2176
	0,0119
	0,0151
	1,0524
	1,3593
	0,0164
	-1,3199
	-1,6620*

	-3
	0,0136
	-1,7727*
	-0,8024
	0,0125
	-0,4847
	-0,2725
	0,0149
	-1,9523*
	-0,9877

	-2
	0,0135
	-1,8461*
	-0,9648
	0,0106
	-1,6135
	-1,1808
	0,0172
	-0,9561
	-0,1321

	-1
	0,0167
	0,5109
	1,0866
	0,0149
	0,8954
	1,1776
	0,0189
	-0,1715
	0,3371

	0
	0,0158
	-0,1382
	-0,3702
	0,0135
	0,0907
	-0,9386
	0,0187
	-0,2770
	0,5500

	1
	0,0201
	3,1147***
	2,2591**
	0,0160
	1,5691
	1,8724*
	0,0254
	2,7335***
	1,4135

	2
	0,0172
	0,8990
	-0,5731
	0,0136
	0,1514
	-0,2534
	0,0217
	1,0818
	-0,6328

	3
	0,0164
	0,2995
	1,2370
	0,0141
	0,4427
	0,8398
	0,0192
	-0,0206
	1,0035

	4
	0,0138
	-1,5757
	-0,9457
	0,0119
	-0,8582
	-0,5689
	0,0164
	-1,3203
	-0,8576

	5
	0,0154
	-0,4138
	-0,0645
	0,0135
	0,1096
	0,0207
	0,0178
	-0,6721
	-0,1321

	*
	significance 10%

	**
	significance 5%

	***
	significance 1%


4. Conclusions
Event Studies are an important line of inquiry in corporate finance. It has been developing during a long period of time and covers a great variety of subjects. We have been surprised that of all the studied subjects, an exceptionally important event as the 

Annual General Meetings has not attracted the attention of the researchers.

 In this paper we have approached the reactions of returns, traded volumes and returns volatility of the companies on the previous and subsequent days of an AGM finding that there are no anomalies on the event day. These results are difficult to interpret due to their diversity and the lack of previous comparable investigations. Excess returns found the day before the event can be interpreted as an anticipation of the market to the information release, which is value-relevant. This reinforces the Efficient Market Hypothesis. Positive abnormal volatilities are detected the day after the AGM. According to previous discussions we have considered the possibility that the event day should be t=0,1. In that case, the abnormal volatilities reflect evidence in favour of the EMH.   

High volatilities in short periods of time were found for traded volumes in small capitalization companies. We believe that the existent methodology should be reconsidered in order to improve the estimation of abnormal volumes and their implications.

We have also extended Kalay and Lowensteins findings concerning risk and return taking into account the stock market cycle. Considering that an increase of the market risk will affect the total risk, and consequently also investors’ required rate of return, we could expect positive abnormal returns on the AGM dates. However the obtained results didn’t confirm our assumptions. Returns and returns volatility show the same behaviour regardless of the stock market cycle. Nevertheless traded volumes do present important differences depending on the financial situation. In periods of stock market growth abnormal volumes are found the two days before the event while in periods of decrease abnormal volumes appear on the two days after the AGM. The explanation we propose is based on the investors’ behaviour. In periods of growth investors are more confident and tend to anticipate the information that will be released. On the other hand, in periods of stock market decrease they are more cautious and wait until past the event to react.

Although our results suggest that markets are efficient and the information released during AGM is value-relevant, further research is needed, particularly focused on the explanations of returns behavior around AGM dates.
References
Fama, E. Fisher, L. Jensen, M. Roll, R. (1969) ‘The adjustment of stock prices to new information’, International Economic Review, 10 (1), 1-21. 
Fama (1970) ‘Efficient Capital Markets: A review of Theory and Empirical Work’, The Journal of Finance, 25 (2), 383-417.

Bhattacharya, U. Daouk, H. Jorgenson, B. and Kehr, C. (2000) ‘When an event is not an event: the curious case of an emerging market-theory and evidence’, Journal of Financial Economics, 55 (1), 69-101.
Ball, R. and Brown, P. (1968) ‘An empirical evaluation of Accounting Income Numbers’, Journal of Accounting Research, 6 (2), 159-178.

Brown, S. and Warner, J. (1980) ‘Measuring Security Price Performance’, Journal of Financial Economics, 8 (3), 205-258.

Brown, S. and Warner, J. (1985) ‘Using Daily Stock Returns: The Case of Event Studies’, Journal of Financial Economics, 14 (1), 3-31.
Fama, E. (1998) ‘Market efficiency, long-term returns, and behavioral finance’, Journal of Financial Economics, 49 (3), 283-306.

Patell, J.M. (1976) ‘Corporate Forecasts of Earnings per Share and Stock Price Behaviour’, Journal of Accounting Research, 14 (2), 246-275.

Chan, W. (2003) ‘Stock price reaction to news and no-news: drift and reversal after headlines’, Journal of Financial Economics, 70 (2), 223-260.

Kalay, A., and Loewenstein, U. (1985) ‘Predictable events and excess returns: the case of dividend announcement’, Journal of Financial Economics, 14, 423-49.
Borio, C. Furfine, C. and Lowe, P. (2001) ‘Procyclicality of the financial system and financial stability: issues and policy options’, BIS papers, 1, 1-57.  
Corrado, C. (1989) ‘A nonparametric test for abnormal security-price performance in event studies’, Journal of Financial Economics, 23, 385–95.

Pettit, R. (1972), ‘Dividend Announcements, Security Performance and Capital Market

Efficiency’, Journal of Finance, 27, 993-1008.
Brickley, J. (1985) ‘Interpreting Common Stock Returns around Proxy Statement Disclosures and Annual Shareholder Meetings’, Journal of Financial and Quantitative Analysis, 25 (3), 343-349.

Olibe, K. (2002) ‘The information content of annual general meetings: a price and trading volume analysis’, Journal of International Accounting, Auditing and Taxation, 11, 19–37.

Aharony, J. and Swary, I. (1980) ‘Quarterly Dividend and Earnings Announcements and Stockholders' Returns: An Empirical Analysis’, The Journal of Finance, 35 (1), 1-12.
Bamber, L. (1986) ‘The Information Content of Annual Earnings Releases: A Trading Volume Approach’, Journal of Accounting Research, 24 (1), 40-56.
Bernard, V. and Thomas, J. (1989) ‘Post-Earnings-Announcement Drift: Delayed Price Response or Risk Premium?’, Journal of Accounting Research, 27, 1-36.
Francis, J. Schipper, K. and Vincent, L. (2002) ‘Expanded Disclosures and the Increased Usefulness of Earnings Announcements’, The Accounting Review, 77 (3), 515-546.
Francis, J. Schipper, K. and Vincent, L. (2002) ‘Earnings announcements and competing information’, Journal of Accounting and Economics, 33 (3), 313-342.
Asquith, P. and Mullins Jr, D. (1983) ‘The Impact of Initiating Dividend Payments on Shareholders' Wealth’, The Journal of Business, 56 (1), 77-96.
Benartzy, S. Michaely, R. and Thaler, R. (1997) ‘Do Changes in Dividends Signal the Future or the Past?’, The Journal of Finance, 52 (3), 1007-1034.   
Grinblatt, M. Masulis, R. and Titman, S. (1984) ‘The valuation effects of stock splits and stock dividends’, Journal of Financial Economics, 13 (4), 461-490. 

McNichols, M. and Dravid, A. (1990) ‘Stock Dividends, Stock Splits, and Signaling’, The Journal of Finance, 45 (3), 857-879.
Bjerring, J. Lakonishok, J. and Vermaelen, T. (1983) ‘Stock Prices and Financial Analysts' Recommendations’, The Journal of Finance, 38 (1), 187-204.

Liu, P. Smith, S. and Syed, A. (1990) ‘Stock Price Reactions to the Wall Street Journal's Securities Recommendations’, The Journal of Financial and Quantitative Analysis, 25 (3), 399-410.
Beneish, M. (1991) ‘Stock Prices and the Dissemination of Analysts' Recommendation’, The Journal of Business, 64 (3), 393-416.
Huberman, G. and Regev, T. (2001) ‘Contagious Speculation and a Cure for Cancer: A Nonevent That Made Stock Prices Soar’, The Journal of Finance, 56 (1), 387-396.
Biddle, G. and Lindahl, F. (1982) ‘Stock Price Reactions to LIFO Adoptions: The Association between Excess Returns and LIFO Tax Savings’, Journal of Accounting Research, 20 (2), 551-588.
Campbell, J. and Hentschel, L. (1991) ‘No News is Good News: An Asymmetric Model of Changing Volatility in Stock Returns’, Journal of Financial Economics, 31, 281-318.
June 28-29, 2010

St. Hugh’s College, Oxford University, Oxford, UK

PAGE  
18
June 28-29, 2010

St. Hugh’s College, Oxford University, Oxford, UK

_1195908274.unknown

_1315819953.unknown

_1315824026.unknown

_1319187647.unknown

_1319277664.unknown

_1319277681.unknown

_1321960457.unknown

_1319187786.unknown

_1319274222.unknown

_1318529972.unknown

_1315824120.unknown

_1315823467.unknown

_1315823975.unknown

_1315822045.unknown

_1315822054.unknown

_1315820539.unknown

_1195908471.unknown

_1315819855.unknown

_1315819916.unknown

_1315819941.unknown

_1315819907.unknown

_1195908591.unknown

_1315819776.unknown

_1195908567.unknown

_1195908395.unknown

_1195908465.unknown

_1195908389.unknown

_1195906883.unknown

_1195908183.unknown

_1195908235.unknown

_1195908251.unknown

_1195908206.unknown

_1195907236.unknown

_1195907430.unknown

_1195907469.unknown

_1195907499.unknown

_1195907516.unknown

_1195907455.unknown

_1195907249.unknown

_1195907133.unknown

_1195907151.unknown

_1195907110.unknown

_1195906633.unknown

_1195906747.unknown

_1195906863.unknown

_1195906656.unknown

_1195904457.unknown

_1195906604.unknown

_1195904426.unknown

_1195904442.unknown

_1195904204.unknown

_1195904245.unknown

