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The objective of this bachelor’s thesis was to investigate the occurrence and magnitude of the 

pre-earnings announcement premium on the relatively understudied Helsinki Stock Exchange 

from 2020 to 2023. In addition to a general review, the study also examined the impact of 

earnings surprise on the magnitude of the pre-earnings announcement premium by categorizing 

the stocks into three groups based on their previous earnings surprise. The empirical analysis 

was conducted using an event study, in which abnormal stock returns were calculated. 

The results of the event study showed that the pre-earnings announcement premium has 

materialized among the most traded stocks on the Helsinki Stock Exchange. In addition, 

significant differences were observed in the pre-earnings announcement premiums of stocks 

categorized by the previous earnings surprise. In longer event windows the largest premium was 

achieved by stocks with weaker-than-expected earnings in the previous earnings season, while 

the weakest premium was achieved by stocks whose earnings exceeded market expectations. In 

contrast, in shorter event windows, the differences in pre-earnings announcement premiums 

between different earnings surprise stocks narrowed. 
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Tämän kandidaatintutkielman tavoitteena oli tutkia tulosjulkistuspreemion ilmenemistä ja 

voimakkuutta suhteellisen alitutkitussa Helsingin pörssissä vuosina 2020–2023. Yleisen 

tarkastelun lisäksi tutkimuksessa selvitettiin myös tulosyllätyksen vaikutusta 

tulosjulkistuspreemion voimakkuuteen jakamalla osakkeet kolmeen kategoriaan edellisen 

tulosyllätyksen perusteella. Tutkimuksen empiirinen analyysi toteutettiin 

tapahtumatutkimuksen avulla, jolla laskettiin osakkeiden epänormaalit tuotot. 

Tapahtumatutkimuksen tulokset osoittivat, että tulosjulkistuspreemio on keskimäärin toteutunut 

Helsingin Pörssin vaihdetuimpien osakkeiden joukossa. Lisäksi aikaisempien tulosyllätysten 

mukaan jaettujen osakkeiden tulosjulkistuspreemioissa havaittiin merkittäviä eroja. Pidemmissä 

tarkasteluikkunoissa suurimman preemion saavuttivat osakkeet, joiden edellisen tuloskauden 

tulos oli jäänyt odotettua heikommaksi, kun taas heikoimman preemion tuottivat osakkeet, 

joiden edellinen tulos ylitti markkinoiden odotukset. Sen sijaan lyhyemmissä 

tarkasteluikkunoissa tulosjulkistuspreemioiden erot eri tulosyllätys osakkeiden välillä 

kapenivat. 
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1 INTRODUCTION 

Quarterly earnings seasons are crucial periods in the stock market. The information released in 

earnings announcements is often unknown to the market in advance, which allows investors to 

speculate on possible positive and negative earnings surprises. This uncertainty leads to 

increased trading and volatility (Ertan, Karolyi, Kelly & Stoumbos, 2022). Moreover, if earnings 

results differ significantly from market expectations, they can trigger strong stock price 

fluctuations. 

 

Earnings seasons are a popular topic in academic research, which partially explains the 

discovery of several related anomalies.  One notable anomaly is the earnings announcement 

premium identified by Beaver (1968). This premium is derived from the observation that stocks 

tend to perform better on average around earnings announcements than at other periods (Frazzini 

& Lamont, 2007).  

 

Research on earnings announcement premiums increased around the turn of millennium. Ball 

& Kothari (1991) examined the abnormal return patterns of NYSE stocks around earnings 

announcements and discovered recurring patterns. In turn, Aboody, Lehavy and Trueman 

(2010) found that well-performed stocks over the past year performed better on average five 

days before the earnings release. Subsequently, Barber, DeGeorge, Lehavy & Trueman (2013) 

conducted a global study of earnings announcement premiums, examining various factors. They 

found that the premium also occurs outside the US market, such as in Australia, Japan, South 

Africa, France and UK (Barber et al., 2013). 

 

In addition to the earnings announcement premium, other anomalies related to earnings 

announcements have also been documented. In 1968, Ball and Brown observed that the new 

information released during earnings announcement events did not always lead to an immediate 

change in stock price. Instead, Ball and Brown (1968) observed that stocks tended to follow the 

momentum of the earnings surprise, whether positive or negative, long after the earnings release. 

Since then, this post-earnings announcement drift (PEAD) has been studied and observed in 

several markets (Swart & Hoffman, 2013). 
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Despite the extensive research on earnings announcement premiums, much of the focus has 

been on stock returns in the aftermath of the announcement. This trend is also noticeable in the 

relatively under-explored Finnish market. Booth, Kallunki and Martikainen (1996) observed the 

existence of PEAD in the Finnish market, but subsequent studies have been limited. Therefore, 

this study will concentrate on the Finnish stock market’s pre-earnings announcement premium 

and returns. 

 

 

1.1 Research objectives and questions 

This study examines the magnitude of pre-earnings announcement premiums in OMX Helsinki 

25 companies from 2020 to 2023.  The companies selected for the study are interesting since 

they are concentrated on a few industries: industrials, financial services, telecommunication and 

materials (Nasdaq, 2024a). This way, the study can provide valuable insights into the realization 

of earnings announcement premiums in a relatively homogeneous sample of companies and 

examine how the pre-earnings announcement premium manifests in a fringe market like the 

Helsinki Stock Exchange. 

 

In addition to examining the magnitude of the earnings announcement premiums, this study also 

evaluates how previous earnings surprise affect premiums in the subsequent earnings seasons. 

Stocks will be categorized into three classes based on previous earnings surprises: “beat”, 

“meet” and “miss”. By comparing the returns of these groups, the aim is to identify whether the 

earnings surprise from the previous announcement season affects the pre-earnings 

announcement returns of the following season. 

 

As indicated in the introduction, there have been studies on the PEAD effect in the Helsinki 

Stock Exchange, but there are no studies on pre-earnings announcement returns. With peripheral 

market status, the Finnish stock market differs from other central stock markets, where studies 

are typically concentrated. Therefore, this study is significant. The study aims to contribute more 

information with the following main research question: 
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• What has been the pre-earnings announcement returns magnitude in OMXH25 stocks 

over 2020-2023? 

 

To support the objectives of the study, the main research question is complemented by a sub-

question that seeks to examine the pre-earnings announcement premiums among companies 

with different prior earnings surprises. The supporting sub-question is: 

 

• How does the prior earnings surprise impact pre-earnings announcement returns? 

 

 

1.2 Research methods and limitations 

This study seeks to answer the research questions through event study. In financial markets, an 

event study is a commonly used method to examine whether a specific event impacts security’s 

returns in a specific time frame. The impact is assessed using the normal and abnormal returns 

of the security, which are determined from the return history.  

 

This study examines returns from 2020 to 2023. Despite the relatively short research period, it 

contains strong bull and bear markets. This time frame was intentionally chosen to include a 

variety of market conditions. As a result, the findings will reflect a range of market conditions 

rather than focusing solely on one type. 

 

The research data includes companies that were part of the OMX Helsinki 25 index during the 

research period. The index features the 25 stocks with the highest trading volume on the Helsinki 

Stock Exchange (Nasdaq, 2024a). Consequently, the sample used presents the largest companies 

on the Helsinki Stock Exchange, although they are not filtered by size. 
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The total return index OMX Helsinki Cap GI is used as the comparison index. The index is 

employed to estimate the market’s normal return, which serves as the basis for calculating 

abnormal returns in the event study. OMX Helsinki Cap GI creates a broader perspective on the 

performance of OMX Helsinki 25 companies concerning the entire Finnish stock market. Using 

the total return index also improves the comparability of returns and minimizes the 

multicollinearity. 

 

 

1.3 Structure of the study 

This study has six chapters: an introduction, a theoretical framework, a pre-earnings 

announcement premium, methodology and data, findings, and conclusions. This chapter 

overviewed the background of the earnings announcement premium and briefly introduced the 

research questions, objectives, methods and limitations. The second chapter analyzes the 

theoretical framework related to the topic, focusing on key theories that are efficient market 

theory, information asymmetry and uncertainty, and investor behavior. 

 

The third chapter offers a comprehensive overview of pre-earnings announcement premium and 

reviews previous studies on this phenomenon. The fourth chapter reviews the methodology and 

data used in the research. The fifth chapter presents the findings of the study. Finally, the sixth 

chapter summarizes the key findings, compares them with previous studies, and suggests 

potential areas for future research. 
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2  THEORETICAL FRAMEWORK 

Before a more in-depth review of the pre-earnings announcement premium, it is crucial to 

comprehend the framework and the factors affecting it. The earnings announcement premium 

is strongly linked to market efficiency, information asymmetry and uncertainty, and behavioral 

biases. Understanding the aforementioned theories and factors creates the basis for examining 

the pre-earnings announcement premium and provides a valuable context for understanding the 

anomaly. 

 
 

2.1 The Efficient Market Hypothesis 

The Efficient Market Hypothesis (EMH) has been a fundamental part of the financial theory 

since its introduction, providing a foundation for understanding how new information affects 

stock prices. In 1965, Fama proposed the “Random Walk” -hypothesis, which posits that stock 

prices move randomly and cannot be predicted through technical or fundamental analysis. To 

support his hypothesis, Fama (1965) presented empirical evidence demonstrating that methods 

used to predict stock prices are unreliable. 

 

Subsequently, the Random Walk -hypothesis encouraged Fama to develop the EMH in 1970, 

which asserts that consistently outperforming the market is impossible. Furthermore, the 

hypothesis states that security prices are correctly valued in efficient markets and respond 

rapidly to new information due to rational investor behavior. (Fama, 1970) 

 

Fama (1970) divided efficient markets into three forms: 

1. Weak form: Securities prices reflect all past market information, such as historical prices, 

making technical analysis useless. 

2. Semi-strong form: Security prices adjust to reflect all publicly available information, 

including the company’s financial statements. Consequently, abnormal returns cannot be 

consistently achieved through fundamental analysis. 
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3. Strong form: Prices reflect public and insider information. In strongly efficient markets, it 

is impossible to achieve returns greater than those of the market portfolio. 

 

In addition to its strong popularity, the EMH also received criticism as studies identified market 

anomalies that contradicted it. In response, Fama (1991) redefined the EMH by categorizing it 

into three areas: return predictability, event studies, and tests for private information. Test of 

the weak form, which previously focused solely on the predictive power of past returns, was 

expanded to encompass a broader range of return predictability tests. This change meant that 

research began considering a range of factors, such as dividend yields and interest rates, that 

could influence return forecasting. Thus, Fama (1991) enhanced the understanding of return 

predictability and emphasized the significance of time-related phenomena in evaluating market 

efficiency. 

 

The contents of the other two forms remained mostly unchanged but were renamed to better 

reflect their content. The semi-strong form was renamed event studies, reflecting how new 

information is reflected in stock prices. This change allowed for a more thorough examination 

of how the market responds to new information. The strong form was also renamed to tests for 

private information, emphasizing whether some market participants have access to information 

that the market has not yet priced in. (Fama, 1991) 

 

 

2.2 The challenges to the Efficient Market Hypothesis 

2.2.1 Information asymmetry 

Amiram, Owens and Rozenbaum (2016) stated that information asymmetry in stock markets 

arises from two factors. First, sophisticated investors either possess or can develop private 

information about a company that is unavailable to less sophisticated investors. Second, these 

sophisticated investors are more skilled at interpreting new information once it is disclosed, 

which provides them a temporary edge in understanding its implications. 
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Despite of its origin, information asymmetry has a significant impact on the shareholder base. 

According to Kalay (2015), sophisticated investors gain more advantages from selective 

disclosure, which drives them to own firms with limited disclosure. The same reason drives less 

sophisticated investors to own companies with more comprehensive communication practices. 

On the other hand, as the number of retail investors increases, the demand for information 

disclosure also increases, prompting companies to adjust their communication policies. Kalay 

(2015) points out that companies focusing solely on earnings guidance are more likely to attract 

sophisticated investors, as less sophisticated ones may lack the expertise or time to process 

limited information effectively. 

 

While information asymmetry often favors professional investors, it does not mean that less 

sophisticated investors cannot achieve significant informational advantages through minimal 

disclosure. Berry and Gamble (2013) examined the informational advantage of local investors 

and found that the stocks most net purchased by locals outperformed net sold stocks. This 

informational advantage is evident in small and mid-sized companies but diminishes with larger 

firms (Berry & Gamble, 2013). 

 

During earnings seasons, information asymmetry usually peaks just before the earnings 

announcements. Barber et al. (2013) found that uncertainty related to the information is the most 

significant factor in the formation of the earnings announcement premium, as the risks 

associated with the information to be announced increase as the earnings announcement 

approaches. This leads investors to demand a higher return for the added risk, which in turn 

leads to the pre-earnings announcement premium.  

 

Efforts to reduce information asymmetry in earnings announcements have led to regulatory 

changes that require companies to disclose more information to the market (Heitz, 

Narayanamoorthy & Zekhinini, 2020). However, this increased disclosure has introduced a new 

problem, as it has reduced the importance of earnings as part of the announcement by increasing 

the importance of other company-specific factors (Miihkinen, 2013). This has increased the 

amount of information to be considered, which in turn has increased the uncertainty related to 

earnings announcements and thus also affected the earnings announcement premium. 
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Furthermore, these additional disclosure requirements have had negative effects, especially in 

small stock markets, such as the Helsinki Stock Exchange, where volatility is already higher, 

and liquidity is lower than in major stock markets (Miihkinen, 2013). 

 

 

2.2.2 The interplay of earnings forecasts and market uncertainty 

Malkiel and Xu (2002) emphasized that uncertainty itself is a significant reason for the large 

return differentials observed around earnings announcements. Thus, analysts and earnings 

forecasts have a crucial role in the functioning of stock markets, as they shape investor 

expectations and significantly impact stock prices, particularly during earnings announcements. 

Forecasts assist the market in pricing stocks; however, the uncertainty surrounding the 

information to be announced can lead to substantial market fluctuations around earnings 

announcements.  

 

Earnings announcements reduce uncertainty not only for the individual company but also for 

the market as a whole. In 2016, Savor and Wilson presented a model where a company’s 

earnings news consists of common and idiosyncratic components. According to the model, 

investors utilize the data from released earnings announcements to adjust their forecasts for non-

announced companies (Savor and Wilson, 2016). However, according to Savor and Wilson 

(2016), investors cannot fully distinguish between systematic and idiosyncratic risks, which 

leads them to demand a risk premium for the uncertainty associated with non-announced 

companies. Conversely, uncertainty and the risk premium are typically lower for companies that 

have announced their earnings. 

 

Uncertainty also affects analysts. Chang and Choi (2017) observed that analysts often give more 

positive forecasts during periods of high uncertainty as they face lower reputation-related costs 

for inaccurate predictions. Choi (2019) noted that market uncertainty increases the dispersion 

of forecasts before earnings announcements. Furthermore, the uncertainty surrounding a 

company influences analysts’ forecasts. Lin and Yang (2023) examined how lottery-like 

characteristics influence analysts’ predictions under different market environments. Their study 
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revealed that, in a favorable market, forecasts for stocks with high uncertainty tend to be more 

positive. However, excessive optimism decreases as analysts gain more experience (Lin and 

Yang, 2023).  

 

On the other hand, market earnings expectations may become distorted due to analysts’ actions. 

Hilary and Hsu (2013) found that analysts prioritize consistency over forecast accuracy, as 

consistent forecasts are more beneficial for their career progression than accurate ones. The 

study revealed that analysts might intentionally provide downward-biased forecasts to enhance 

the consistency of their predictions and support their career advancement.  

 

Herd behavior may also distort the consensus formed by forecasts. Leece and White (2016) 

examined analysts’ herding behavior and found that less capable analysts often rely on market 

consensus when making forecasts. They also discovered that poorer information availability and 

ambiguity are associated with herding behavior. In such cases, more capable analysts give their 

forecasts first, which are then utilized by less capable analysts. Conversely, Clement and Tse 

(2005) discovered that investors react more sharply to bold forecasts than those that follow the 

consensus. According to their findings, bold forecasts are often based on better private 

information than those given by herding analysts. This indicates that the market perceives bolder 

forecasts as more reliable and accurate.  

 

Forecasts also influence companies’ behavior. Research by Huang, Pereira and Wang (2017) 

indicates that a greater number of analysts increases the likelihood that corporate management 

will attempt to guide market expectations downward to ensure they can meet or beat them. Thus, 

companies with frequently exceeded earnings expectations strive to maintain their reputation as 

outperformers. This adds to the uncertainty and information asymmetry in the market. 
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2.2.3 Behavioral biases 

Since the pre-earnings announcement premium is also linked to investors’ anticipatory behavior 

regarding earnings announcements, it is crucial to examine the psychology and biases associated 

with stock markets. Tversky and Kahneman (1971) argued that individuals regard a randomly 

selected sample from a population as a reliable benchmark for the entire population in all 

essential characteristics. In other words, people believe that sufficient conclusions about a larger 

population can be drawn from small samples. Subsequently, Tversky and Kahneman (1974) 

addressed the influence of representativeness heuristics on decision-making. With 

representativeness heuristics, individuals tend to disregard probability laws and estimate the 

probability of an event depending on how closely it resembles its underlying category (Tversky 

& Kahneman, 1974). For instance, in the stock market, this can manifest as investors 

overestimating a company’s future success based on one positive earnings surprise. 

 

Numerous studies have been conducted regarding the aforementioned biases. Daniel, Hirshleifer 

and Subrahmanym (1998) found that overconfident investors increase the autocorrelations 

between events, which in turn is reflected in stock movements. According to Barberis, Shleifer 

and Vishny (1998), a sequence of positive earnings surprises prompts investors to anticipate that 

an outperforming trend continues. This causes investors to overreact, and when the trend 

reverses, they expect a mean-reverting scenario to occur. Frieder (2008) notes that retail 

investors continually increase their stock purchases following consecutive earnings surprises, 

and by extrapolating the earnings surprise trend, they overreact to the surprises. 

 

While behavioral biases affect all market participants, their impact is notably greater among 

inexperienced retail investors. Vissing-Jorgensen (2004) investigated whether irrational 

behavior among investors diminishes as their wealth increases. The study revealed that even 

wealthy investors remain susceptible to behavioral biases, though biased behavior decreases 

with increasing wealth. Losak, Weinbach and Paul (2024), who studied sport betting markets, 

found that better-informed, experienced market participants are more adept at avoiding 

behavioral biases. However, the research did not show that experience completely eliminates 

these biases; rather, professionals appeared to be better at circumventing biased behavior. 
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3 PRE-EARNINGS ANNOUNCEMENT PREMIUM 

Pre-earnings announcement premium is an anomaly related to a company’s earnings 

announcement, where stock returns, volatility or trading volumes rise to abnormally high levels 

prior to the earnings report (Figure 1). Beaver (1968) initially identified the earnings 

announcement premium, observing that return volatility increased before the earnings 

announcement. Subsequent research focusing on announcement returns, such as Ball and 

Kothari (1991), and Trueman et al. (2003), have observed unusual return patterns in stocks 

during earnings announcements.  

 

Pre-earnings announcement premium is often examined over a five- or ten-day interval leading 

up to the announcement, although longer timeframes have also been used (e.g., Trueman et al., 

2003; Barber et al., 2013). Regardless of the length of the interval, significant market 

movements have almost invariably been observed a few days before the earnings announcement 

(e.g., Trueman et al. 2003; Aboody et al. 2010). The pre-earnings announcement premium is 

also associated with a post-announcement mean-reverting phenomenon that differs from PEAD. 

In mean-reverting, stocks that have risen significantly before the earnings announcement tend 

to underperform the market afterward (Figure 1). According to Trueman et al. (2003), mean-

reverting is not directly linked to the content of the earnings report. Instead, it is primarily 

associated with the closing return on the announcement day and the opening return on the 

following day. This phenomenon suggests that investors overprice stocks ahead of the 

announcement due to factors such as the risk premium or heightened expectations and mean-

reverting setup acts as a mechanism for restoring market efficiency following a short-term 

inefficiency. 
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Figure 1. Pre-earnings announcement premium 

 

Despite mean-reverting, the pre-earnings announcement premium raises questions about the 

validity of the EMH, especially its semi-strong form. The price movements associated with the 

pre-earnings announcement premium imply that investors fail to price in all available 

information. In fact, this anomaly questions the EMH assumption of investor rationality as its 

recurring nature highlights irrational behavior among investors and underscores the significant 

impact of market psychology on investors’ actions.  

 

 

3.1  Suggested theories for pre-earnings announcement premium 

Previous research has proposed several theories for the pre-earnings announcement premium. 

One commonly suggested explanation is related to the systematic and idiosyncratic risks. 

According to Ball and Kothari (1991), the temporarily increased systematic risk partially 

explains the earnings announcement premium. This explanation was later supported by the 

earlier presented earnings news model (Savor & Wilson, 2016). According to this model, 

investors utilize the information from earnings announcements to reassess the common 

component of the earnings for companies that have not yet reported. However, investors cannot 

fully separate common and idiosyncratic components, making non-reported firms more 
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vulnerable to announcement risk. Savor and Wilson (2016) suggested that as the earnings season 

progresses, the results of firms that have already reported predict the overall market earnings, 

which in turn reduces the earnings announcement premium for companies that report later. Thus, 

the market risk, or beta, of firms that have announced their earnings should be lower than firms 

that have not yet reported. In addition, as the earning season progresses, the premium should 

decrease, as each published earning report should lower the premium associated with the 

systematic component of earnings results (Savor & Wilson, 2016).  

 

In contrast to the earnings news model, Barber et al. (2013) found that countries with higher 

levels of idiosyncratic volatility exhibited a higher earnings announcement premium, and thus 

the systematic risk would not explain the premium. Cohen, Dey, Lys and Sunder (2007) also 

emphasized the role of idiosyncratic risk and found that increasing voluntary disclosures of 

information decreased the premium.  

 

The second explanation is the limited attention of investors, which was especially emphasized 

by Frazzini and Lamont (2007) and Chapman (2018). According to Barber and Odean (2008), 

the large number of stocks is often too much for many investors, leading to increased stock 

purchases during attention-grabbing events, such as earnings releases. Aboody et al. (2010) 

found that stocks with significant gains over the past year tend to attract the attention of 

individual investors. Trueman et al. (2003) stated that strong price changes are influenced partly 

by price pressure leading up to the earnings announcement. This price pressure arises from a 

situation where there are unusually high levels of trades initiated by buyers compared to those 

initiated by sellers prior to the announcement.  

 

The third explanation is investor behavior and the extrapolation of returns. As discussed, 

investors often perceive individual events as less random, believing they will recur and reflect 

the underlying reality. According to Barberis et al. (1998), several consecutive positive earnings 

surprises lead investors to extrapolate the trend of positive surprises. Frazzini and Lamont 

(2007), and Ertan et al. (2022) also showed that investors tend to anchor their expectations to 

historical earnings beats, leading to rising stock prices before announcements. In addition, 

Frazzini and Lamont (2007) highlighted the role of analysts, noting that earnings forecasts are 
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often revised just before announcements, which particularly influences naive investors who 

become accustomed to earnings beats. Ertan et al. (2022) found that this optimism extends 

beyond individual investors, also affecting institutional investors. Collectively, investors tend 

to extrapolate from previous earnings announcements, increasing demand for stocks that have 

previously outperformed prior to the next earnings release (Ertan et al., 2022). 

 

 

3.2  Evidence of pre-earnings announcement premium 

Ball and Kothari (1991) examined NYSE and AMEX stock returns around earnings 

announcements from 1980 to 1988 and found recurring risk-adjusted positive abnormal returns 

during the interval [-1, 0]. According to their research, particularly smaller firms tend to rise 

prior to the earnings announcement. On average, small firms generated 1.33 percent positive 

abnormal return during the interval [-3, 2], corresponding to an annualized abnormal return of 

5.32 percent. These findings were later supported by Barber et al. (2013), who observed that, 

globally, smaller companies generated more significant pre-earnings announcement returns 

compared to larger companies. In their study, they categorized companies into small, medium 

and large based on market capitalization and found that small companies, on an annual basis, 

generated an average premium that was 8.72 percent larger than the premium of large 

companies. Barber et al. (2013) study was particularly significant as they analyzed the pre-

earnings announcement premium on a larger dataset and thus expanded the understanding of the 

occurrence of the premium on a global level. 

 

However, these results contrasted with Frazzini and Lamont (2007), who found evidence that 

market capitalization did not influence the premium in NASDAQ stocks. In fact, their findings 

rather suggested that large companies tended to achieve the highest premium, highlighting 

potential differences in how firm size influences abnormal returns across market conditions and 

different types of companies. These contrasting findings suggest that while smaller companies 

may show stronger pre-earnings announcement premiums in some markets, the magnitude of 

the premium is influenced by other factors, which naturally vary across different markets and 

stocks. 



 15 

Later, in the aftermath of the tech bubble, Trueman et al. (2003) studied the earnings 

announcement premiums of internet stock from 1998 to 2000. They found a recurring return 

pattern five days prior to the announcements, during which stocks generated a market-adjusted 

return of 4.9 percent. This was followed by a five-day underperformance period after the 

announcements, during which the return was -6.4 percent. Aboody et al. (2010) discovered that 

the top-performing stocks over the past 12 months generated an average of 1.58 percent excess 

return five days following the announcement, along with a -1.86 percent underperformance five 

days later. According to Aboody et al. (2010), the results suggested that retail investors increased 

trading activity during the period preceding earnings announcements. Both Trueman et al. 

(2003) and Aboody et al. (2010) studies suggest that factors like bubbles and momentum can 

influence the pre-earnings announcement premium. This finding emphasizes the behavioral 

aspect of the earnings announcement premium, indicating that market sentiment and 

expectations may have a significant role behind the pre-earnings announcement premium. 

 

Trading volume has also been researched. Frazzini and Lamont (2007) proposed the volume 

hypothesis, which suggests that the trading volume of previous earnings announcements can 

predict the trading volume of upcoming announcements, which reflects stock prices. In their 

study, they examined the connection between earnings announcement returns and trading 

volume for NASDAQ stock during earnings announcement months and other months from 1974 

to 2004. Frazzini and Lamont (2007) found that the high-minus-low volume portfolio generated 

an excess return of 0.792 percent during earnings release months and -0.353 percent in other 

months. Thus, the study demonstrated that companies with a significantly increased predicted 

trading volume earned, on average, a higher earnings announcement premium. In contrast, 

Barber et al. (2013) observed that there is an inverse relationship between volume and returns. 

They found that high pre-earnings announcement returns were associated with lower trading 

volumes, especially in high-volatility markets. These studies suggested that trading volume 

could predict pre-earnings announcement premiums in some cases, but it does not necessarily 

lead to higher premiums. 
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Systematic risk has also been associated with the earnings announcement premium. Savor and 

Wilson (2016) stated that systematic risk is a key factor of the premium, arguing that the 

premium decreases as the earnings season progresses and more companies announce returns. 

As a result, companies that have already announced experience lower market risk compared to 

those yet to report. This partially differs from the findings of Lee, Min, Faff and Kim (2024), 

who compared the earnings announcement returns of U.S. high and low beta stocks from 1972 

to 2018. They observed that high beta shares outperformed low beta shares by 0.31 percent in 

the [-5, -1] period before the announcement, while in the [+1, +5] period after the announcement, 

the return was -0.44 percent.  

 

Subsequently, Tsafack, Becker and Han (2023) discovered that earnings announcement 

premiums correlated positively with forecasted volatility and negatively with realized volatility. 

This meant that investors should focus more on expected volatility than past volatility to predict 

pre-earnings announcement premiums. This further complicated the picture, suggesting that 

forecasted volatility may have a more significant role in explaining variations in the earnings 

announcement premium than systematic risk alone. Thus, the premium is influenced by both 

market and company-level factors. 

 

At a global level, Barber et al. (2013) also discovered that companies’ earnings announcement 

months were more profitable than other months. Their research setup focused on buying stocks 

at the beginning of the month when companies were set to announce their earnings and short-

selling stocks with announcements in other months. This approach resulted in an annualized raw 

return of 7.16 percent from 1991 to 2010, surpassing the MSCI World Index used as a 

benchmark. Additionally, Barber et al. (2013) observed premiums to be most significant in 

countries experiencing the highest levels of idiosyncratic volatility. Unlike Tsafack et al. (2023), 

Barber et al. (2023) focused more on the uncertainty caused by the information to be disclosed, 

rather than on general stock price fluctuation. Barber et al. (2013) expanded their analysis by 

testing multiple proposed explanations for the premium by examining several factors, including 

momentum, market capitalization and country-specific premiums, to assess their influence on 

the premium. In particular, their extensive analysis increased the significance of this study in 

the field of earnings announcement premiums. 
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4 METHODOLOGY AND DATA 

4.1  Event study 

An event study is a common research method in the security markets that allows for the analysis 

of how different events influence security prices. The main idea behind the method is to 

determine the security’s normal return during a specific estimation period and examine how its 

price development differs from the estimated normal return within the event period surrounding 

the event being studied. 

 

Event studies gained popularity in the securities market through the research of Ball and Brown 

(1968), and Fama, Fisher, Jensen and Roll (1969), which contributed to the widespread use of 

event studies to examine the impact of various events (Kothari & Warner, 2007). Although event 

studies were already utilized before the aforementioned studies, their popularity had been 

limited by the availability of information and lack of computing power. As decades have 

progressed, more efficient data processing has contributed to the popularity of event studies, 

making it its own research industry (Fama, 1991). Furthermore, with improved computing 

power and information availability, studies increasingly utilize shorter-term data, such as daily 

instead of monthly data (MacKinlay, 1997). 

 

Figure 2 illustrates the timeline of the typical event study and its measure periods. At the start 

of the event study process, the event day t is defined, which in this research corresponds to the 

company’s earnings announcement date. The estimation window 𝑡0 − 𝑡1 is utilized to calculate 

the normal returns, which are later applied to determine the abnormal returns of securities over 

the event period 𝑡1 − 𝑡2. The normal return of the security is calculated using regression analysis 

based on the excess returns of the market and security during the estimation window. From the 

regression analysis, the estimated security-specific excess return  and risk component  are 

obtained, which are utilized to determine the normal return for the security. The post-event 

period 𝑡2 − 𝑡3 can be used to analyze the long-term influence of the event.  
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     𝑡0                𝑡1        𝑡     𝑡2         𝑡3 

 

 Estimation window            Event period        Post-event period 

Figure 2. Timeline of a typical event study 

 

In this research, the estimation window 𝑡0 − 𝑡1 covers 250 trading days (or 11 months). This is 

a commonly used and recommended length for the estimation window in previous research (see 

MacKinlay, 1997; Frazzini and Lamont, 2007; Aboody et al., 2010). The event period is 31 days, 

covering days -25 to 5. In this research, the main focus is on the returns before the announcement 

date. Thus, the event period is asymmetrical to the event date (day 0). The event period starts 

on day -25, allowing a one-month analysis of returns to the announcement date. The final day 

was chosen to be day -5 as the earnings announcement premium is often followed by a mean-

reverting period after the announcement. The longer post-event window is not analyzed and, 

therefore, is not included in the timeline. Figure 3 illustrates the event study timeline of this 

research. 

 

     𝑡−275                 𝑡−25         𝑡0      𝑡5  

 

Estimation window    Event period   

Figure 3. Timeline of the event study conducted in this research 

 

To conduct an event study, the normal returns of the securities under investigation must first be 

calculated. Then, the abnormal return is determined by subtracting the expected normal return 

from the actual return. After calculating the abnormal returns, the event’s impact on the returns 

can be analyzed for individual or several days at the security and cross-sectional levels. 
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4.1.1  Normal return 

Estimating normal returns can be carried out using either statistical or economic approaches. 

Statistical models rely entirely on statistical assumptions, while economic models consider both 

statistical assumptions and investor behavior (MacKinlay, 1997). 

 

Of the statistical models, the simplest is the constant mean return model calculated from 

historical returns, which includes only security-specific factors (MacKinlay, 1997). Although 

short-term fluctuations can distort the normal return estimated by this model, it has often been 

found to yield results similar to those obtained from more complex models (Brown and Warner, 

1980). 

 

Another popular statistical model for determining normal returns is the market model, which 

connects a security’s return to the market portfolio (MacKinlay, 1997). The idea behind the 

model is to define excess return 𝛼𝑖 and risk component 
𝑖
 for each security based on returns 

during the estimation window, which are then utilized to estimate the expected normal return. 

Thus, the market model can also separate the firm-specific abnormal return from the market 

return, achieving a lower variance than the constant mean model (MacKinlay, 1997; Brown & 

Warner, 1980). The market model is used in this study due to its relative simplicity and accuracy. 

The linear regression equation of the market model is (MacKinlay, 1997): 

 

𝑅𝑖𝑡 =  𝑖 + 
𝑖
𝑅𝑚𝑡 + 𝑖𝑡       (1) 

 

Where 

𝐸(𝑖𝑡) = 0  and  𝑣𝑎𝑟(𝑖𝑡) = 𝑖
 2 

𝑅𝑖𝑡   Period t return for security i 

𝑅𝑚𝑡  Period t return for market portfolio (OMX Helsinki Cap) 

𝑖𝑡   Period t disturbance term 
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As discussed, in addition to statistical models, economic models like the Capital Asset Pricing 

Model (CAPM) and the Arbitrage Pricing Theory (APT) have also been employed to determine 

normal returns. Although economic models are more accurate and multidimensional than 

statistical models, they are relatively poor at estimating normal returns, as research results can 

vary significantly depending on how closely the restrictions associated with the models are 

adhered to. Thus, there has been a shift toward utilizing simpler models for estimating normal 

returns, which has particularly increased the popularity of the market model, as its results are 

very close to those provided by economic models without compromising restrictions. 

(MacKinlay, 1997) 

 

 

4.1.2  Abnormal return 

In event studies, the focus is on assessing the abnormal returns of securities during the event 

period to examine the event’s impact on the security’s development. Therefore, examining 

individual daily returns is not enough to evaluate these impacts; it is essential to consider the 

cumulative returns over the event period. To analyze cumulative returns, it is necessary to define 

abnormal returns. In this study, abnormal return is defined following the approach presented by 

MacKinlay (1997): 

 

𝐴𝑅𝑖𝑡 = 𝑅𝑖𝑡 − 𝐸(𝑅𝑖𝑡|𝑋𝑡)     (2) 

 

Where 

𝐴𝑅𝑖𝑡  Abnormal return 

𝑅𝑖𝑡   Actual return 

𝐸(𝑅𝑖𝑡|𝑋𝑡) Expected normal return for period t 

 

Once the abnormal return has been defined, the subsequent step is to cumulate abnormal returns 

at the security and cross-sectional levels. With the help of security-specific cumulative abnormal 

returns, the event’s influence on individual securities during the event period 𝑡1 − 𝑡2 can be 
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estimated. The following equation can be used to compute cumulative abnormal return 

(MacKinlay, 1997): 

 

𝐶𝐴𝑅𝑖(𝑡1, 𝑡2) = ∑ 𝐴𝑅𝑖𝑡
𝑡2
𝑡=𝑡1

      (3) 

 

To cumulate abnormal returns at the cross-sectional level, the abnormal returns of all securities 

must first be averaged. The average abnormal returns (AAR) are determined using the formula 

presented below: 

 

𝐴𝐴𝑅𝑡 =
1

𝑁
∑ 𝐴𝑅𝑖𝑡

𝑁
𝑖=1       (4) 

 

The final step is to calculate the cumulative average abnormal returns (CAAR), which allows 

the assessment of the event’s impact on the returns at the cross-sectional level during the event 

period. These results are important as they illustrate the event’s impact on the entire sample. 

The cumulative average abnormal returns are calculated through the equation: 

 

𝐶𝐴𝐴𝑅𝑡 = ∑ 𝐴𝐴𝑅𝑡
𝑁
𝑖=1         (5) 

 
 

4.2  Statistical significance 

When testing abnormal returns statistically, it is essential to assess the statistical significance of 

both AAR and CAAR. This allows analysis of the statistical significance of abnormal returns 

across individual days and multiple-day periods. 

 

In this study, a t-test is utilized for testing abnormal returns, as it has also been applied in other 

earnings announcement premium studies (Aboody et al., 2010; Barber et al., 2013; Ertan et al., 

2022). The null hypothesis of the test posits that the event does not affect the security’s returns, 

in other words, the actual return remains consistent with the expected return. If the test result 

deviates significantly from zero, the null hypothesis is rejected (MacKinlay, 1997). In this case, 

it can be concluded that the event influences the returns. The formulas have been modified from 
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the statistical testing formula presented by MacKinlay (1997), where the statistical significance 

of the abnormal return is estimated by dividing it by the standard deviation of return. For average 

abnormal returns, statistical testing can be conducted as follows: 

 

𝑡 =  
𝐴𝐴𝑅𝑡

√𝑣𝑎𝑟(𝐴𝐴𝑅𝑡)
       (6) 

 

Statistical testing of cumulative average abnormal returns can be utilized to examine whether 

the event has a statistically significant influence on multi-day cumulative returns. The 

cumulative average abnormal returns can be tested using the following formula: 

 

𝐽1 =  
𝐶𝐴𝐴𝑅(𝑡1,𝑡2)

√𝑣𝑎𝑟(𝐶𝐴𝐴𝑅(𝑡1,𝑡2))
 𝑁(0,1)    (7) 

 

 

4.3  Research data 

The next section focuses on the data utilized in this research. First, the collected price data for 

the stocks and the comparison index will be presented. This is followed by a definition of 

earnings surprises and the presentation of earnings surprise distribution within the examined 

dataset. 

 

 

4.3.1 Description of the data 

The data utilized was gathered from the LSEG database and Nasdaq’s websites. The research 

data comprises companies that were part of the OMX Helsinki 25 index from 2020 to 2023. 

Details about the companies included in the index have been obtained from Nasdaq’s (2024a) 

website and are presented in Appendix 1. 

 

The OMX Helsinki 25 index consists of the 25 stocks with the highest trading volume on the 

Helsinki Stock Exchange (Nasdaq, 2024a). The composition is updated biannually, while the 

weighting of the stocks is adjusted quarterly to maintain the index’s quality and comparability. 
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The weight of any individual company is capped at 10 percent. The internal sector distribution 

of the index has remained relatively stable from 2020 to 2023, with the largest weights in the 

industrials, financial services, telecommunications and materials sectors. (Nasdaq, 2024a)  

 

The market return of this study is the OMX Helsinki Cap Gross Index, which includes every 

stock on the Helsinki Stock Exchange (Nasdaq, 2024b). The index reflects the total return from 

the Helsinki Stock Exchange, as it takes into account the dividends distributed by the companies. 

This makes it a suitable benchmark for this research. In the index, the maximum weight for any 

individual stock is capped at 10 percent of the index’s total value (Nasdaq, 2024b). Price data 

for the index was retrieved from Nasdaq (2024b) for the period from December 3, 2018, to 

November 30, 2023, based on which the market return was calculated. 

 

Neles Oyj was excluded from the years 2020-2021, as it was listed on the Helsinki Stock 

Exchange for only one year. A year as a listed company did not allow the estimation of the 

normal return, which is why the company was removed from the dataset. Removing one 

company does not significantly affect the results, especially considering almost 400 events were 

included. Price data for the remaining companies in the OMXH 25 index was gathered for the 

period from December 3, 2018, to November 30, 2023. 

 

To provide a more accurate evaluation of the results, the dates of the companies’ profit warnings 

during the event period were also collected from the LSEG database. However, only positive 

and negative revisions to forecasts were considered profit warnings. Thus, the profit guidance 

withdrawn due to the coronavirus pandemic was not counted as a profit warning in this study. 

The profit warnings are compiled in Appendix 2. 

 

The final dataset for the study consisted of price data for a total of 29 companies and the OMX 

Helsinki Cap GI index from late 2018 to the end of 2023. Along with the price data, information 

on the companies’ earnings announcement dates and profit warnings issued during the event 

period were gathered, totaling 394 announcements and 34 profit warnings. Additionally, data on 

earnings surprises were collected, with a more in-depth analysis presented in section 3.3.2. 
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4.3.2 Earnings surprise 

This study examines the magnitude of the pre-earnings announcement premium and the 

differences in returns prior to the earnings announcements between companies that exceeded or 

fell short of analysts’ consensus forecasts in the previous earnings season. Therefore, it is 

essential to define how earnings surprises are measured and how stocks are classified 

accordingly.  

 

In this study, the earnings surprises are defined based on analysts’ consensus forecasts. A 

surprise is classified as a positive (Beat) or negative (Miss) if the actual earnings per share (EPS) 

deviates by at least 10 percent from the analysts’ consensus forecast. This threshold has been 

used in previous research to categorize earnings surprises into three groups (Prasad & Prabhu, 

2020). 

 

Additionally, investment professionals have found that a 10 percent deviation serves as an 

effective measure of forecast errors, and large enough to cause a significant reaction in stock 

prices (Dreman & Berry, 1995). Furthermore, using a narrower earnings surprise measure can 

result in a situation where nearly every earnings announcement is classified as a surprise, since 

actual results rarely match market expectations exactly. Actually, large earnings surprises are 

found to be so common that, when using the 10 percent threshold, more than half of earnings 

announcements are classified as surprises (Dreman & Berry, 1995). This highlights the practical 

use of the 10 percent threshold in examining the impact of earnings surprises on stock prices. 

 

Data on companies’ earnings surprises and analyst consensus forecasts have been collected on 

a company and earnings-season basis from the LSEG database, which calculates the earnings 

surprise relative to market consensus. 

 

Earnings surprise determined by analysts’ consensus forecasts: 

𝐸𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑠𝑢𝑟𝑝𝑟𝑖𝑠𝑒 =  
𝐴𝑐𝑡𝑢𝑎𝑙 𝐸𝑃𝑆−𝐴𝑛𝑎𝑙𝑦𝑠𝑡 𝑓𝑜𝑟𝑒𝑐𝑎𝑠𝑡 𝐸𝑃𝑆

𝐴𝑛𝑎𝑙𝑦𝑠𝑡 𝑓𝑜𝑟𝑒𝑐𝑎𝑠𝑡 𝐸𝑃𝑆
   (8) 
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The earnings surprises are examined by reflecting the previous earnings season’s surprises onto 

the upcoming earnings season. In essence, the research aims to determine whether the surprise 

from the previous earnings season affects the pre-earnings announcement returns in the 

subsequent season. The earnings surprises of the 394 earnings announcements were distributed 

as follows: 

 

Table 1. Distribution of earnings surprises in the sample 

     N 

MET     178 

BEAT   
142 

MISS     74 

SUM     394 
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5 FINDINGS 

This section examines the results of the event study. The examination begins by analyzing the 

earnings announcement premium for all 394 earnings announcements. Then, it proceeds to the 

earnings announcement premiums for the data categorized by earnings surprises (beat, meet and 

miss). The statistical significance has been evaluated at three confidence levels, indicated in the 

tables with asterisks (*). For the levels, one asterisk represents a 90 percent confidence level, 

two represents a 95 percent confidence level, and three represents a 99 percent confidence level. 

The tables presented in this section aim to display relevant information to the study. Therefore, 

the tables do not contain all the data. The complete tables of results are provided in the appendix 

of the study. 

 

 

5.1 Pre-earnings announcement return in Helsinki Stock Exchange 

 

Figure 4. Cumulative average abnormal return for the full sample 

 

Figure 4 shows that from 2020 to 2023, OMXH 25 companies experienced abnormal price 

movements consistent with the pre-earnings announcement premium. An analysis of the 

cumulative average abnormal returns also reveals that OMXH 25 stocks have steadily risen 

toward the earnings announcement date. However, the typical mean reversion pattern was not 

fully observed. Unlike in usual mean reversion, the CAAR continued to move in line with the 
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pre-earnings announcement premium even after the earnings announcement. Toward the end of 

the event period, the CAAR began to decline but remained higher than it was before the earnings 

announcement. 

 

Both Figure 4 and Table 2 show that the pre-earnings announcement return has materialized 

among OMXH 25 companies across multiple event windows. Additionally, abnormal returns in 

several event periods were statistically significant (Table 2). Over the entire sample, the 

cumulative average abnormal return (CAAR) before the earnings announcement was 0.61 

percent per earnings season. This corresponds to a 2.46 percent positive abnormal return on an 

annual basis. However, this return was not statistically significant. A higher return was observed 

over the entire event period [-25, +5], where the CAAR was 0.87 percent, corresponding to a 

3.53 percent positive annual abnormal return. A similar level of abnormality was observed in 

the statistically significant [-20, -1] window. Although both windows were significant, the [-20, 

-1] window did not include the earnings announcement itself, which partially reduced the risk 

associated with cumulative abnormal returns leading up to the announcement.  

 

Table 2. Statistical significance of CAAR for the full sample 

[t1, t2] CAAR J1   

[-25, -1] 0.61 % 1.35  
[-20, -1] 0.87 % 2.15 ** 

[-15, -1] 0.77 % 2.19 ** 

[-10,-1] 0.51 % 1.77 * 

[-5,-1] 0.21 % 1.03  
[-2,-1] 0.34 % 2.63 *** 

[-1,+1] 0.45 % 2.84 *** 

[+1,+5] 0.14 % 0.67   

[-25, +5] 0.87 % 1.72 * 

 

Noteworthy results were also observed around the earnings announcement. The CAAR for the 

[-2, -1] and [-1, +1] windows were statistically significant at the 1% significance level. A 

particularly striking finding was the abnormal return during the [-2, -1] window, which was at 

0.34 percent. This corresponds to an annualized abnormal return of 1.14 percent. The positive 
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CAAR for the [-2, -1] window further strengthens the evidence of a pre-earnings announcement 

premium among OMXH 25 companies. (Table 2) 

 

Based on the bar chart in Figure 5, the [-10, -1] window included more positive abnormal return 

days than negative abnormal return days. Furthermore, as the earnings announcement 

approached, the average magnitude of the daily abnormal returns increased. Daily abnormal 

price movements were relatively modest in the [-25, -11] window, with a few exceptions, but 

the magnitude of the abnormal returns significantly increased as the earnings announcement 

approached. Additionally, the abnormal returns immediately following the earnings 

announcement were quite strong, which is logical as markets adjusted based on the new 

information provided by the earnings release. 

 

 

Figure 5. Daily average abnormal returns for the full sample 

 

The statistical significance of the daily average abnormal returns (AAR) is shown in Table 3. 

At the 5% significance level, statistically significant returns were observed on days -15 and -2. 

Also, the abnormal return on day +1 was statistically significant at the 10% significance level, 

and the return on day -25 was statistically significant at the 1% significance level. The returns 

on days -1 and +5 were close to significance at the 10% level. Although only one day of the 

daily AARs in the [-5, -1] window reached statistical significance, the abnormal returns on these 

days were higher than average. 
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The abnormal returns on days -25 and -15 stand out, as these days had the highest AARs in 

Table 3. These abnormal returns are unusual, as in other earnings announcement studies, 

significant abnormal returns are typically clustered around the earnings announcement. 

Additionally, the contrasting direction of abnormal returns raises questions – while the AAR 

was negative on day -25, it was positive on day -15. The exceptional price movements cannot 

be explained by earnings warnings issued by the companies before the announcement date, as 

only one positive earnings warning was issued on days -25 and -15 (Appendix 2). 

 

Table 3. Statistical significance of AAR for the full sample 

t AAR t-ratio   

-25 

… 

-15 

-0.26 % 

… 

0.22 % 

-2.84 

… 

2.39 

*** 

 

** 

… … …  
-10 -0.01 % -0.11  
-9 0.12 % 1.34  
-8 0.07 % 0.82  
-7 0.03 % 0.28  
-6 0.09 % 0.97  
-5 -0.11 % -1.22  
-4 0.08 % 0.86  
-3 -0.10 % -1.06  
-2 0.20 % 2.15 ** 

-1 0.14 % 1.58  
0 0.13 % 1.43  

+1 0.17 % 1.91 * 

+2 

+3 

+4 

+5 

0.08 % 

-0.03 % 

-0.06 % 

-0.14 % 

0.88 

-0.34 

0.62 

-1.58  

 

 

  
 

 



 30 

5.2 Pre-earnings announcement return by earnings surprise 

Next, the pre-earnings announcement returns are analyzed in relation to the earnings surprise 

from the previous earnings season. As discussed earlier in the study, the impact of earnings 

surprise is analyzed retrospectively, meaning the focus is on determining whether the earnings 

surprise from the previous period influences the pre-earnings announcement premium of the 

following period. This part of the findings section will review the realization of pre-earnings 

announcement premiums for stocks classified by earnings surprise (beat, meet and miss) from 

2020 to 2023. 

 

 

5.2.1 Pre-earnings announcement return for beat stocks 

 

Figure 6. Cumulative average abnormal return for beat stocks 

 

According to Figure 6, the pre-earnings announcement premium has not materialized as strongly 

among the positive earnings surprise stocks as it has for the entire sample. This is a rather 

surprising result, as previous studies have shown that investors tend to extrapolate previous 

returns, leading to abnormal price increases for beat stocks prior to earnings announcement (e.g. 

Frazzini and Lamont, 2007, and Ertan et al., 2022). On the other hand, if the first two days were 

excluded from Figure 6, the CAAR would seem significantly better. However, even with this 

adjustment, the CAAR for beat stocks would still be lower than the CAAR for the full sample. 
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In Figure 6, the CAAR for beat stocks rose before the earnings announcement but sharply 

declined afterward. The first negative abnormal return occurred on the earnings announcement 

day, followed by a continuation of mean-reversion in the subsequent days. This supports the 

fact that investors might have been extrapolating the continuation of the positive earnings 

surprise trend for stocks that have exceeded expectations in the previous earnings season.  

 

However, based on the CAAR, it can be questioned whether this extrapolation occurs in the 

form of a pre-earnings announcement premium before the announcement. As noted earlier, the 

magnitude of the pre-earnings announcement premium for beat stocks was weaker than the 

premium observed for the entire sample. Therefore, the results suggest that for beat stocks, the 

most significant extrapolation likely occurred prior to the event period, such as immediately 

after the previous earnings season as a post-earnings announcement drift. 

 

The statistical significance of the CAARs is presented in Table 4. The CAARs for beat stocks 

were statistically insignificant in every event window. An important observation is that the 

CAAR returns for Beat stocks were also smaller than the corresponding returns for the entire 

sample in almost every window considered. Additionally, the return during the event period [-

25, +5] was negative for beat stocks. However, the CAARs for each window ending on day -1 

showed positive abnormal returns. This indicates that some kind of pre-earnings announcement 

premium has occurred in the beat stocks. 

 

Table 4. Statistical significance of CAAR for beat stocks 

[t1, t2] CAAR J1 

[-25, -1] 0.33 % 0.42 

[-20, -1] 0.47 % 0.25 

[-15, -1] 0.35 % 0.28 

[-10,-1] 0.50 % 1.01 

[-5,-1] 0.27 % 0.77 

[-2,-1] 0.32 % 1.44 

[-1,+1] -0.39 % -1.45 

[+1,+5] -0.34 % -0.98 

[-25, +5] -0.60 % -0.69 
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The daily average abnormal returns for beat stocks are shown in Figure 7. The data reveals that, 

on average, the days with negative abnormal returns were more significant than those with 

positive abnormal returns. Despite fewer negative days than positive ones, the larger magnitude 

of the negative returns has been a key factor in the relatively small pre-earnings announcement 

return for beat stocks compared to the entire sample. Although the daily AARs for beat stocks 

did not show the same strengthening observed in the overall sample AARs, the magnitude of 

AARs still increased in the days leading up to the earnings announcement (Figure 7). 

 

 

Figure 7. Daily average abnormal returns for beat stocks 

 

Another significant observation from Figure 7 is the notably negative abnormal return on 

earnings announcement day (day 0), which suggests that the reported earnings (or possibly the 

earnings guidance) did not beat or meet market expectations. These results could indicate that 

the average expectations for beat stocks were higher than expectations for all the stocks. This 

makes beat stocks more sensitive to earnings disappointments, leading more likely to a negative 

reaction on the earnings announcement day. 
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Table 5 illustrates the statistical significance of the average abnormal returns for beat stock. 

Statistically significant AARs were observed on only three days during the event period. The 

positive AARs on days -24 and +3 were significant at the 10% significance level, while the 

negative abnormal return on day 0 was significant at the 1% level. The magnitude of the 

abnormal return on day 0 supports the conclusion that the pre-earnings announcement premium 

for beat stocks is realized before the announcement and is reversed afterward. This result also 

points out that investors have typically reacted negatively to the earnings report of beat stocks, 

indicating that expectations were particularly high before the announcement.  

 

Table 5. Statistical significance of AAR for beat stocks 

t AAR t-ratio   
-25 -0.15 % -0.99   

-24 

… 

-0.27 % 

… 

-1.76 

… 

* 

  
-10 0.06 % 0.42  
-9 0.04 % 0.26  
-8 0.08 % 0.52  
-7 0.11 % 0.72  
-6 -0.07 % -0.42  
-5 0.03 % 0.16  
-4 0.05 % 0.34  
-3 -0.13 % -0.82  
-2 0.15 % 0.98  
-1 0.16 % 1.06  
0 -0.58 % -3.75 *** 

+1 0.03 % 0.18  
+2 0.15 % 0.96  
+3 -0.26 % -1.66 * 

+4 

+5 

-0.08 % 

-0.18 % 

-0.51 

-1.17   
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5.2.2 Pre-earnings announcement return for meet stocks 

 

Figure 8. Cumulative average abnormal return for meet stocks 

 

Figure 8 illustrates that a pre-earnings announcement premium has also materialized in meet 

stocks. The cumulative average abnormal return in the event period has also been higher for 

meet stocks than for the entire sample or beat stocks. During the early part of the event period, 

there was a roughly ten-day window of negative abnormal returns, followed by a strong 15-day 

window of positive abnormal returns. Furthermore, this strong positive window intensified as 

the earnings announcement approached, leading to significant abnormal returns. 

 

There is no clear mean-reversion pattern in Figure 8. This could be due to the high abnormal 

return on day 0 for meet stocks. However, the content of the earnings report should not affect 

the occurrence of mean reversion, as the report’s content should only influence the returns on 

days 0 and +1 (Trueman et al., 2003). Thus, Figure 8 reinforces the conclusion that stocks 

typically maintain the momentum created by the earnings surprise after the earnings 

announcement. Since expectations for beat stocks are usually higher due to previous positive 

earnings surprise, market expectations for them are generally not as often met. This seemed to 

result in a negative price reaction on the announcement day (Figure 7). In contrast, stocks with 

no earnings surprises (meet stocks) might not face such high expectations, leading more likely 

to a positive abnormal return on earnings announcement day. 
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Table 6 below presents the CAARs for meet stocks in several windows. Statistically significant 

returns were observed for the windows [-15, -1] and [-1, +1]. The CAAR for the event period [-

25, +5] was 0.90 percent per earnings season, corresponding to an annual abnormal return of 

3.65 percent. A higher abnormal return could have been achieved during the statistically 

significant [-15, -1] window, with an earnings season abnormal return of 1.02 percent, 

corresponding to an annual abnormal return of 4.14 percent.  

 

Table 6. Statistical Significance of CAAR for Meet Stocks 

[t1, t2] CAAR J1   

[-25, -1] 0.46 % 0.72   

[-20, -1] 0.88 % 1.55  
[-15, -1] 1.02 % 2.09 ** 

[-10,-1] 0.59 % 1.47  
[-5,-1] 0.38 % 1.36  
[-2,-1] 0.28 % 1.59  
[-1,+1] 0.51 % 2.32 ** 

[+1,+5] 0.02 % 0.07   

[-25, +5] 0.90 % 1.27   

 

Another crucial observation regarding the CAARs of meet stocks was that they outperformed 

beat stocks in almost all event windows, excluding the abnormal return of the [-2, -1] window. 

This is an important finding, as it suggests that a positive surprise from the previous earnings 

season does not necessarily lead to a higher premium for the stock in the subsequent earnings 

season compared to other stocks. Thus, the strength of the premium is more likely influenced 

by other factors. On the other hand, the weaker performance of the meet stocks in the [-2, -1] 

window may indicate that the beat stocks experienced a significant rise just before the earnings 

announcement. This could also support the fact that investors extrapolate stock development, 

which affects their expectations. 

 

Figure 9 shows the magnitude and distribution of the daily AARs of meet stocks during the 

event period. According to Figure 9, the pre-earnings announcement premium has materialized 

for meet stocks, especially in the [-5, -1] window. The figure also shows that the [-15, -1] 
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window included only four days of negative AARs, while the other days showed positive 

abnormal returns. Additionally, only one of the negative AAR days was strongly negative, 

which caused the [-15, -1] window’s CAAR to be significantly positive. Overall, although the 

distribution of AARs between positive and negative daily returns was almost even, high AARs 

in a few days turned the event period’s CAAR strongly positive.  

 

 

Figure 9. Daily average abnormal returns for meet stocks 

 

Regarding the statistical significance of the average abnormal returns for meet stocks, only two 

days with positive AARs, -15 and 0, were significant at the 1% level. Additionally, day -25 was 

significant at the 10% level.  

 

Once again, conclusions regarding the pre-earnings announcement premium can be drawn from 

the magnitude and significance of the day 0 abnormal return. The AAR on day 0 suggests that 

the earnings have exceeded market expectations on average, even though several positive 

abnormal return days had preceded the announcement. This indicates that, on average, investors 

were not overly optimistic about meet stock’s earnings. This was a significant result, as although 

meet stocks achieved a higher CAAR than beat stocks before the earnings announcement, the 

information released surprised the market positively. (Table 7) 
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Table 7. Statistical significance of AAR for meet stocks 

t AAR t-ratio   

-25 -0.21 % -1.67 * 

… … …  
-15 

… 

0.37 % 

… 

2.94 

… 

*** 

  
-10 0.01 % 0.09  
-9 0.11 % 0.84  
-8 -0.01 % -0.07  
-7 0.00 % 0.03  
-6 0.09 % 0.72  
-5 -0.20 % -1.56  
-4 0.19 % 1.49  
-3 0.11 % 0.86  
-2 0.14 % 1.10  
-1 0.15 % 1.15  
0 0.42 % 3.30 *** 

+1 -0.05 % -0.42  
+2 -0.08 % -0.66  
+3 0.12 % 0.93  
+4 0.19 % 1.48  
+5 -0.15 % -1.17   

 

 

5.2.3 Pre-earnings announcement return for miss stocks 

The most surprising finding from the research is the pre-earnings announcement premium 

observed in miss stocks. As shown in Figure 10, among the stocks categorized by earnings 

surprise, the negative earnings surprise stocks, miss stocks, achieved the highest earnings 

announcement premium. Although the premium is significant, it cannot be explained solely by 

a few stocks with exceptionally high returns during the event period, as 74 events were observed 

for miss stocks. Furthermore, an analysis of the median returns led to identical results. 
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Figure 10. Cumulative average abnormal return for miss stocks 

 

As with the other earnings surprise groups, the abnormal returns of miss stocks were negative 

at the beginning of the event period [-25, +5]. However, this was followed by a strong window 

of positive abnormal returns. Notably, miss stocks did not exhibit a clear mean reversion pattern 

after the earnings announcement. The lack of mean reversion could be attributed to the positive 

earnings surprise on the announcement day. However, the report’s content should not influence 

this phenomenon, as it is likely a result of the high abnormal returns before the earnings 

announcement. On the other hand, the CAAR began to decline toward the end of the event 

period, suggesting that a longer-term analysis might have more effectively captured the mean 

reversion trend. (Figure 10) 

 

Table 8 on the following page summarizes the CAARs for miss stocks across different windows. 

For miss stocks, the CAARs that were statistically significant at the 1% level achieved an 

abnormal return of 1.93 percent for the [-1, +1] window and an abnormal return of 3.53 percent 

for the event period [-25, +5]. These CAARs correspond to impressive annual abnormal returns 

of 7.95 and 14.89 percent. At the 5% significance level, statistical significance was also reached 

for the [+1, +5] window, where the abnormal return was 1.13 percent per earnings season. 

Annualized, this return would correspond to an abnormal return of 4.60 percent. 
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Table 8. Statistical significance of CAAR for miss stocks 

[t1, t2] CAAR J1   

[-25, -1] 1.50 % 1.31  
[-20, -1] 1.58 % 1.54  
[-15, -1] 1.02 % 0.86  
[-10,-1] 0.30 % 0.41  
[-5,-1] -0.34 % -0.66  
[-2,-1] 0.44 % 1.34  
[-1,+1] 1.93 % 4.83 *** 

[+1,+5] 1.13 % 2.19 ** 

[-25, +5] 3.53 % 2.75 *** 

 

Based on Table 8, the CAARs of miss stocks outperformed the other groups by a fair margin, 

excluding a few exceptions. This reinforces earlier findings, suggesting that the extrapolation of 

the previous earnings surprise might not be the key factor behind the pre-earnings announcement 

premium over the longer [-25, -1] window. The results indicate that investors’ expectations for 

miss stocks were overly pessimistic after the previous negative earnings surprise. The high pre-

earnings announcement returns for miss stocks could be attributed to the normalization of this 

overly pessimistic sentiment as the earnings announcement approached. 

 

The normalization of sentiment could also help understand the strongly positive abnormal return 

observed during the [+1, +5] window, as investors realize that the earnings are not as bad as 

initially expected. Thus, the pessimism that had partially unwound before the earnings 

announcement is more fully corrected. However, after the announcement, the stock price 

movements are not generally driven by the normalization of sentiment but rather by the direction 

of the earnings surprise.  

 

An interesting observation regarding the CAARs for miss stocks is the negative CAAR during 

[-5, -1] window. Although the CAAR for this window is not statistically significant, its direction 

is unusual, as the return for this window was positive for all other groups – beat, meet, and the 

entire sample. The negative return for miss stocks during this window may be due to a previous 

earnings miss, which investors also expect in the upcoming earnings announcement.  
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Regardless of the underlying cause of the negative return, the results suggest that while miss 

stocks achieve a higher pre-earnings announcement premium in the [-25, -1] window compared 

to other stocks, they appeared to have the weakest premium in the days immediately before the 

earnings announcement. Furthermore, if the CAAR returns had been calculated using shorter 

event periods, such as [-5, +5] or [-10, +10], the pre-earnings announcement premium for miss 

stocks would have appeared substantially weaker compared to the premiums observed for other 

stocks. Thus, altering the length of the event period would have led to very different outcomes. 

 

Figure 11 shows that except for a few days with strong negative abnormal returns, the daily 

abnormal returns for miss stocks prior to the earnings announcement have mostly been positive. 

This could be a consequence of miss stocks having declined significantly due to the negative 

earnings surprise from the previous earnings season. Due to the overly pessimistic sentiment, 

the market began to unwind the undervaluation, which is reflected in abnormal returns over a 

longer period before the earnings announcement. 

 

 

Figure 11. Daily average abnormal returns for miss stocks 

Miss stocks have returned exceptionally negative abnormal returns on days -25 and -3. The 

negative abnormal return on day -25 is interesting, as nearly every earnings surprise group has 

shown negative and statistically significant abnormal returns on that day. Based on Figure 11, 

the positive abnormal return on earnings announcement day 0 is also followed by positive 

-0.60%

-0.45%

-0.30%

-0.15%

0.00%

0.15%

0.30%

0.45%

0.60%

0.75%

0.90%

-2
5

-2
4

-2
3

-2
2

-2
1

-2
0

-1
9

-1
8

-1
7

-1
6

-1
5

-1
4

-1
3

-1
2

-1
1

-1
0 -9 -8 -7 -6 -5 -4 -3 -2 -1 0 1 2 3 4 5



 41 

returns in the days following the announcement. This provides further evidence that market 

expectations for stocks that surprised the market negatively in the previous earnings season are 

overly pessimistic before the earnings announcement. 

 

The statistical significance of daily AARs for miss stocks is shown in Table 9. It has the highest 

number of statistically significant abnormal returns among all AAR tables, with significant daily 

AARs observed on five different days. The distribution of significant abnormal returns was 

highlighted as the earnings announcement approached, as the most significant returns were 

observed close to the announcement date. In addition to the statistically significant AARs, 

several days showed ARRs near the 10% significance level, approaching statistical significance. 

(Table 9) 

 

Table 9. Statistical significance of AAR for miss stocks 

t AAR t-ratio   

-25 -0.50 % -2.18 ** 

… … …  
-13 0.51 % 2.23 ** 

-12 0.20 % 0.88  
-11 -0.14 % -0.60  
-10 -0.22 % -0.97  
-9 0.35 % 1.54  
-8 0.24 % 1.03  
-7 -0.06 % -0.24  
-6 0.32 % 1.40  
-5 -0.15 % -0.66  
-4 -0.15 % -0.65  
-3 -0.48 % -2.07 ** 

-2 0.36 % 1.56  
-1 0.08 % 0.34  
0 0.90 % 3.89 *** 

+1 0.95 % 4.14 *** 

+2 0.34 % 1.49  
+3 -0.02 % -0.08  
+4 0.02 % 0.07  
+5 -0.17 % -0.74   
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6 CONCLUSIONS 

This study examined the realization of the pre-earnings announcement premium on the Helsinki 

Stock Exchange from 2020 to 2023. In general, the earnings announcement premium is a 

relatively underexplored phenomenon in Finnish markets, and it has been overshadowed by the 

more popular earnings-related phenomenon, post-earnings announcement drift. This study 

aimed to address the imbalance between these two earnings-related anomalies. The research 

method used was event study, which is well-suited for studying abnormal returns and has also 

been frequently employed in other studies on earnings announcement premiums (MacKinlay, 

1997; Frazzini and Lamont, 2007; Aboody et al., 2010). Next, the findings are summarized by 

answering the research questions and comparing the findings with previous research. 

 

What has been the pre-earnings announcement returns magnitude in OMXH25 stocks 

over 2020-2023? 

 

The findings support the existence of a pre-earnings announcement premium in OMXH25 

stocks during 2020–2023. They also revealed that the magnitude of daily average abnormal 

returns has usually increased as the earnings announcement day approached. This observation 

is consistent with Barber and Odean (2008), who noted that investors’ collective attention and 

trading activity tend to rise as attention-grabbing events, such as earnings announcements, 

approach. Therefore, findings also challenged assumptions about market efficiency and investor 

rationality, as abnormal returns intensified before the earnings announcement. 

 

Regarding the magnitude of the premium, this study found significant cumulative abnormal 

returns in several different windows. Additionally, nearly all windows examined achieved 

positive abnormal returns. The magnitude of cumulative returns varied depending on the 

window, but from the entire event period the CAAR was 0.87% per earnings season.  

 

In addition to the magnitude of the premium, it is also noteworthy to highlight that although 

OMXH25 companies are selected for the index based on trading volume, they are typically the 

largest companies on the Helsinki Stock Exchange. In this context, the relevance of the findings 
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is emphasized, as previous studies have found that smaller companies typically generate 

stronger pre-earnings announcement premiums than larger companies (Ball & Kothari, 1991; 

Barber et al., 2013). While this study did not compare the magnitude of the premium across 

different sizes of companies, the existence of the premium increases the likelihood that it also 

appears in small companies. In fact, it could be inferred from both this and earlier research that 

the premium for small companies could be even more significant. 

 

On the other hand, some previous studies have also provided evidence that company size may 

not have as large an impact on the premium and that larger companies may experience higher 

pre-earnings announcement premiums than smaller ones (Frazzini & Lamont, 2007). In other 

words, it is also possible that the premium for small companies would not exceed the premium 

of large companies on the Helsinki Stock Exchange. This inconsistency in the findings 

underscores that the pre-earnings announcement premium is not solely based on one factor, such 

as company market capitalization, as it is rather the result of multiple factors. Therefore, in 

addition to stock-specific characteristics, attention should also be paid to market-specific 

factors, such as the relative proportions of institutional and individual investors. 

 

Although this study did not examine the relationship between institutional and individual 

investors, the sample of stocks provides some into their balance. Using large companies 

practically means that the premium is not only based on individual investors, as they often lack 

the trading volume to significantly influence the stock prices of these companies. In other words, 

institutional investors are typically behind the major price movements of large companies. 

Nonetheless, this does not mean that individual investors are unimportant, as both contribute to 

the overall premium. In this respect, the results would be consistent with previous studies, such 

as Ertan et al. (2022), who found that the upcoming earnings announcement boosts trading 

activity among all investors. However, reliable conclusions cannot be made, as this aspect would 

require more detailed research. 
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How does the prior earnings surprise impact pre-earnings announcement returns? 

 

There were noticeable differences in the strength of pre-earnings announcement returns among 

different stocks. On average, all groups achieved positive returns before the earnings 

announcement. However, surprisingly, stocks that had a negative earnings surprise from the 

previous earnings season achieved the highest cumulative abnormal returns during the event 

period. In contrast, stocks with a positive earnings surprise showed the smallest premium before 

the earnings announcement.  

 

These findings suggest that investors do not directly extrapolate the pre-earnings announcement 

premium from the previous earnings surprise. This is inconsistent with previous research that 

has shown that investors extrapolate their expectations based on past earnings surprises 

(Barberis et al., 1998). However, previous studies primarily examined the impact of several 

consecutive earnings seasons, not just the last one. Additionally, the analysis of miss stocks 

revealed that the magnitude of the premiums can vary based on the event window chosen and 

its length. For example, if a shorter event period had been used in this study, miss stocks would 

have generated the lowest pre-earnings announcement premium compared to the other stocks. 

 

Furthermore, the results are partly in conflict with the typical anchoring of earnings 

expectations, in which investors expect past earnings surprises to continue in the future (Frazzini 

& Lamont, 2007; Ertan et al., 2022). On the other hand, earnings expectations can be 

extrapolated into prices well before the [-25, -1] window. This may explain why beat stocks 

generated lower abnormal returns before the earnings announcement compared to other stocks. 

It could also explain the higher premium of meet and miss stocks. 

 

This explanation is also supported by the abnormal returns observed on announcement days. 

For beat stocks, the price reaction was abnormally negative, and in contrast for meet and miss 

stocks, it was abnormally positive. This indicates that a negative price reaction on announcement 

day is more likely when expectations are overly optimistic while exceeding overly pessimistic 

expectations leads to a positive price reaction. Consequently, the abnormal returns before the 

announcement can be seen as mean reversion, reflecting the earnings surprise from the previous 
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earnings season. This results in market expectations that are either overly optimistic or 

pessimistic. 

 

For investors, the results of this study indicate that it is possible to take advantage of the pre-

earnings announcement premium on the Helsinki Stock Exchange by purchasing stocks before 

earnings announcements. On average, all categories of stocks experienced a positive premium 

before the announcement. However, the findings suggest that investors should pay special 

attention to stocks that have missed market expectations in the previous earnings season. The 

market appears to be overly pessimistic about these stocks, often driving their prices too low. 

Investors should also understand that the magnitude of the premiums is influenced by several 

stock-specific and market-specific factors. Therefore, simply focusing on previous earnings 

surprise may not be sufficient to achieve positive abnormal returns. 

 

Despite these insights, the underlying factors driving pre-earnings announcement premiums on 

the Helsinki Stock Exchange should be further investigated, as previous research has suggested 

that there are alternative explanations for the anomaly, such as systematic and idiosyncratic risk, 

momentum, trading volume and irrational investor behavior. A wider and deeper analysis of 

these factors could lead to a better understanding of the main drivers of the premium, which 

could potentially lead to even higher returns. 
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APPENDICES 

Appendix 1. Companies included in the OMXH 25 index from 2020 to 2023 

  

2020 

H1 

2020 

H2 

2021 

H1 

2021 

H2 

2022 

H1 

2022 

H2 

2023 

H1 

2023 

H2 

Carcotec Oyj x x x x x x x x 

Elisa Oyj x x x x x x x x 

Fortum Oyj x x x x x x x x 

Harvia Oyj         x       

Huhtamäki Oyj x x x x x x x x 

Kemira Oyj x x x x         

Kesko Oyj x x x x x x x x 

Kojamo Oyj x x x x x x x x 

Kone Oyj x x x x x x x x 

Konecranes Oyj x x x x x x x x 

Metsä Board Oyj x x x x     x x 

Metso Outotec Oyj x x x x x x x x 

Neles OYJ *excluded x x x           

Neste Oyj x x x x x x x x 

Nokia Oyj x x x x x x x x 

Nokian Renkaat Oyj x x x x x x x x 

Nordea Bank Abp x x x x x x x x 

Orion Oyj x x x x x x x x 

Outokumpu Oyj x x x x x x x x 

Qt Group Oyj       x x x x x 

Sampo Oyj x x x x x x x x 

SSAB AB         x x x x 

Stora Enso Oyj x x x x x x x x 

Telia Co AB x x x x x x x x 

TietoEVRY Oyj x x x x x x x x 

Tokmanni Group 

Corp           x     

UPM-Kymmene Oyj x x x x x x x x 

Valmet Oyj x x x x x x x x 

Wärtsilä OYJ Abp x x x x x x x x 

*Excluded from the research 
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Appendix 2. Profit warnings issued during the event period [-25, +5]. 

  

Profit 

warning 

Announcement 

date 

Earnings 

announcement 

Trading days before 

earnings announcement N 

Konecranes Oyj Negative 26.3.2020 29.4.2020 
-22 2 

Kone Oyj Positive 22.9.2020 22.10.2020 

Carcotec Oyj Negative 27.3.2020 23.4.2020 

-17 3 Outokumpu Oyj Positive 12.10.2021 4.11.2021 

Nokia Oyj Positive 11.1.2022 3.2.2022 

Valmet Oyj Positive 1.4.2022 27.4.2022 -16 1 

Qt Group Oyj Positive 27.1.2022 17.2.2022 -15 1 

Metsä Board Oyj Positive 9.10.2020 29.10.2020 -14 1 

Outokumpu Oyj Positive 20.1.2020 5.2.2020 -12 1 

Kesko Oyj Positive 14.10.2021 29.10.2021 
-11 2 

Konecranes Oyj Negative 12.7.2022 27.7.2022 

Valmet Oyj Positive 13.10.2020 27.10.2020 -10 1 

Kesko Oyj Positive 10.7.2020 23.7.2020 

-9 3 Kesko Oyj Positive 15.4.2021 28.4.2021 

Kone Oyj Negative 14.10.2022 27.10.2022 

UPM-Kymmene Oyj Positive 15.4.2021 27.4.2021 -8 1 

Metso Outotec Oyj Positive 27.7.2020 5.8.2020 

-7 4 
Nokian Renkaat Oyj Negative 24.1.2020 4.2.2020 

Orion Oyj Positive 8.7.2020 17.7.2020 

Telia Co AB Positive 20.1.2021 29.1.2021 

Konecranes Oyj Negative 16.7.2020 24.7.2020 
-6 2 

Qt Group Oyj Positive 29.7.2021 6.8.2021 

Nokian Renkaat Oyj Negative 24.10.2023 31.10.2023 
-5 2 

TietoEVRY Oyj Positive 20.10.2022 27.10.2022 

Kesko Oyj Positive 25.4.2022 29.4.2022 

-4 5 

Kone Oyj Negative 14.7.2022 20.7.2022 

Nokia Oyj Negative 14.7.2023 20.7.2023 

Orion Oyj Positive 24.4.2020 28.4.2020 

Valmet Oyj Positive 16.4.2021 22.4.2021 

Qt Group Oyj Negative 1.8.2022 4.8.2022 
-3 2 

Stora Enso Oyj Negative 20.4.2023 25.4.2023 

Nokian Renkaat Oyj Positive 28.10.2022 1.11.2022 

-2 3 Orion Oyj Positive 19.10.2020 21.10.2020 

Orion Oyj Positive 13.7.2022 15.7.2022 
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Appendix 3. Statistical significance of AAR for the full sample 

t AAR t-ratio   
-25 -0,26 % -2,84 *** 
-24 -0,08 % -0,85  
-23 0,06 % 0,69  
-22 0,02 % 0,17  
-21 -0,01 % -0,14  
-20 0,11 % 1,20  
-19 0,01 % 0,15  
-18 -0,01 % -0,09  
-17 0,05 % 0,51  
-16 -0,06 % -0,61  
-15 0,22 % 2,39 ** 
-14 -0,03 % -0,28  
-13 0,03 % 0,33  
-12 0,06 % 0,63  
-11 -0,02 % -0,20  
-10 -0,01 % -0,11  
-9 0,12 % 1,34  
-8 0,07 % 0,82  
-7 0,03 % 0,28  
-6 0,09 % 0,97  
-5 -0,11 % -1,22  
-4 0,08 % 0,86  
-3 -0,10 % -1,06  
-2 0,20 % 2,15 ** 
-1 0,14 % 1,58  
0 0,13 % 1,43  

+1 0,17 % 1,91 * 
+2 0,08 % 0,88  
+3 -0,03 % -0,34  
+4 0,06 % 0,62  
+5 -0,14 % -1,58  
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Appendix 4. Statistical significance of AAR of stocks categorized by earnings surprise 

  BEAT MEET MISS 

t AAR t-ratio   AAR t-ratio   AAR t-ratio   

-25 -0,15 % -0,99   -0,21 % -1,67 * -0,50 % -2,18 ** 

-24 -0,27 % -1,76 * -0,01 % -0,10  0,15 % 0,67  
-23 0,18 % 1,17   0,01 % 0,05  -0,01 % -0,05  
-22 0,08 % 0,55   -0,04 % -0,30  -0,08 % -0,34  
-21 0,02 % 0,12   -0,16 % -1,30  0,36 % 1,55  
-20 0,17 % 1,09   0,01 % 0,05  0,19 % 0,82  
-19 0,15 % 0,96   -0,12 % -0,94  0,05 % 0,22  
-18 -0,04 % -0,28   0,04 % 0,29  -0,05 % -0,22  
-17 -0,18 % -1,18   0,10 % 0,81  0,33 % 1,45  
-16 0,02 % 0,16   -0,17 % -1,36  0,04 % 0,18  
-15 0,10 % 0,68   0,37 % 2,94 *** -0,15 % -0,63  
-14 -0,22 % -1,43   0,13 % 1,06  0,29 % 1,27  
-13 -0,20 % -1,30   0,03 % 0,21  0,51 % 2,23 ** 

-12 0,08 % 0,53   -0,04 % -0,34  0,20 % 0,88  
-11 0,09 % 0,59   -0,06 % -0,45  -0,14 % -0,60  
-10 0,06 % 0,42   0,01 % 0,09  -0,22 % -0,97  
-9 0,04 % 0,26   0,11 % 0,84  0,35 % 1,54  
-8 0,08 % 0,52   -0,01 % -0,07  0,24 % 1,03  
-7 0,11 % 0,72   0,00 % 0,03  -0,06 % -0,24  
-6 -0,07 % -0,42   0,09 % 0,72  0,32 % 1,40  
-5 0,03 % 0,16   -0,20 % -1,56  -0,15 % -0,66  
-4 0,05 % 0,34   0,19 % 1,49  -0,15 % -0,65  
-3 -0,13 % -0,82   0,11 % 0,86  -0,48 % -2,07 ** 

-2 0,15 % 0,98   0,14 % 1,10  0,36 % 1,56  
-1 0,16 % 1,06   0,15 % 1,15  0,08 % 0,34  
0 -0,58 % -3,75 *** 0,42 % 3,30 *** 0,90 % 3,89 *** 

+1 0,03 % 0,18   -0,05 % -0,42  0,95 % 4,14 *** 

+2 0,15 % 0,96   -0,08 % -0,66  0,34 % 1,49  
+3 -0,26 % -1,66 * 0,12 % 0,93  -0,02 % -0,08  
+4 -0,08 % -0,51   0,19 % 1,48  0,02 % 0,07  
+5 -0,18 % -1,17   -0,15 % -1,17   -0,17 % -0,74   
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