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ABSTRACT
We estimate the effects of different news events on New Zealand stock returns. Our results indicate that local news, such as an-
nouncements from the New Zealand Central Bank interest rate changes (official cash rate) and company earnings reports, gener-
ally has a greater impact than international news. However, U.S. Federal Open Market Committee interest rate announcements 
also exert an important impact. There are no consistent differences in the impact of news on stocks with different cross-sectional 
characteristics, such as small and large, value and growth, and low- and high-leverage stocks.
JEL Classification: G11, G12

1   |   Introduction

International stock markets are far more connected today than 
they were decades ago. Economies are integrated through trade, 
and many investors diversify internationally. This raises import-
ant questions about the relative importance of local and interna-
tional news for stock returns. We contribute to the literature by 
estimating the relative impact of various news events on New 
Zealand stock returns.

We consider the following specific local events: First, we con-
sider semi-annual earnings announcement dates. Ball and 
Shivakumar  (2008) show that a meaningful proportion of an-
nual stock returns occur on earnings announcement days in the 
United States. Second, we include days when popular technical 
indicators give buy and sell signals. We focus on moving aver-
age trading rules, since these are popular in the industry (e.g., 
Zhu and Zhou  2009). Third, we include macroeconomic an-
nouncement events such as inflation, the gross domestic product 
(GDP), and unemployment. Flannery and Protpapadakis (2002) 

document the importance of macroeconomic announcements 
for U.S. stock returns. We also include Reserve Bank of New 
Zealand (RBNZ) official cash rate (OCR) announcements.

The international events we include are as follows: First, since 
U.S. equity returns influence equity returns in other countries 
(e.g., Rapach et al. 2013), we examine New Zealand equity re-
turns on days following large changes in U.S. equity returns. 
Second, given Australia's proximity to New Zealand and their 
strong economic ties, we include days with large changes in 
Australian equity returns. Third, given the importance of the 
Japanese equity market to the Asia-Pacific region, we include 
days with large changes in Japanese equity returns. Fourth, 
given the influence of U.S. policy decisions on the global econ-
omy, we include days with large changes in U.S. economic pol-
icy uncertainty index. Finally, recent work by Brusa et al. (2020) 
indicates that announcements by local central banks have much 
less impact on stock returns than U.S. Federal Open Market 
Committee (FOMC) announcements. We therefore examine the 
impact of FOMC announcements.
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Research has shown that company fundamentals, technical fac-
tors, macroeconomic announcements, and central bank interest 
rate decisions all impact stock returns. However, international 
studies have generally focused on the impact of each of these 
variables in isolation. Using different samples of stocks and pe-
riods has made it challenging to gauge their relative impact. We 
contribute to the literature by estimating the relative impact of 
various news events. Our results are particularly useful for those 
interested in the New Zealand equity market. Further, while no 
two international markets are identical, we expect our results 
will also be of interest to those focused on other international 
equity markets of open economies.

To measure the influence of the different news sources, we re-
gress annual returns for each stock on the returns over a three-
day window surrounding each event. The adjusted R2 measures 
the proportion of annual returns driven by the event. We then 
subtract the expected adjusted R2 for a random equivalent period 
with no news to obtain the event-driven abnormal adjusted R2. 
Each news source may already be reflected in stock prices be-
fore the event window, allowing us to test whether investors cor-
rectly anticipate its impact in advance. Alternatively, the news 
may be reflected with a delay if investors react slowly. However, 
this is difficult to determine due to confounding events. A de-
fined window allows us to attribute stock return variation to 
various events with more certainty. We test a five-day window 
for robustness.

Our results indicate that six of the seven local events have abnor-
mal adjusted R2 that are statistically significantly different to the 
benchmark based on mean or median returns when logarithmic 
returns are used. The equivalent number is five of seven events 
when arithmetic returns are used. In contrast, four of five inter-
national events have abnormal adjusted R2 that are statistically 
significantly different to the benchmark based on mean or me-
dian returns when logarithmic returns are used. The equivalent 
number is three of five events when arithmetic returns are used.

Of the local events, New Zealand Central Bank interest rate 
(OCR) announcements, and company earnings announce-
ments have the largest impact. In the 3 days surrounding these 
announcements, the average abnormal adjusted R2 for these 
announcements based on logarithmic returns is 12%–16%, 
and 11%–12% based on arithmetic returns. Macroeconomic 
announcements, including the Consumer Price Index (CPI), 
the GDP, and unemployment, play a lesser but still statistically 
significant role, with average abnormal adjusted R2 values of 
5%–10%. We consider two popular technical trading rules. The 
first is when prices cross a 50-day moving average; the second is 
when prices cross a 200-day moving average. In each instance, 
we focus on the first buy signal (when the price moves above the 
moving average) and the first sell signal (when the price moves 
below the moving average) for the calendar year. The average 
abnormal adjusted R2 following a 50-day moving average buy 
or sell signal is also in the 5%–10% range. The average abnormal 
adjusted R2 values following a 200-day moving average buy or 
sell signal or following large positive or negative returns in the 
S&P 500 are not statistically significant.

In terms of the international events, U.S. Central Bank (FOMC) 
interest rate announcements have average abnormal adjusted R2 

of 12%–13% based on logarithmic returns and 8%–9% based on 
arithmetic returns. Other events tend to be statistically signifi-
cant in terms of mean returns, but not median returns. The av-
erage abnormal adjusted R2 is 6%–7% for Australian news events 
and 3%–4% for Japanese equity market events.

We conduct numerous robustness tests. While there is variation, 
the results outlined above generally hold true in both periods 
before and after the global financial crisis (GFC). They also 
hold stocks in different cohorts, including small- and large-cap 
stocks, those with high and low analyst following, value and 
growth stocks, and those with low and high leverage. We test 
whether there are differences between these cohorts, but most 
are not statistically significant. Our findings indicate that the 
events we consider have a greater impact on stocks in the energy, 
financial, and healthcare industries than others. However, sam-
ple size limitations prevent us from determining whether these 
differences are statistically significant.

The magnitude of the impact of earnings announcements 
on stock returns is similar in New Zealand to that in interna-
tional markets. As Basu et  al.  (2013) note, U.S. earnings an-
nouncements have an average abnormal adjusted R2 of 11%. 
Furthermore, Taylor and Tong (2023) report an average abnor-
mal adjusted R-squared value of 10% for Australia. Both are 
within the range we document for New Zealand. Our results are 
consistent with Brusa et al. (2020) in indicating the important 
influence of the FOMC on New Zealand stock returns. However, 
our results contrast with theirs by indicating that, unlike in the 
international markets they consider, the domestic central bank 
in New Zealand also has a considerable impact on stock returns. 
The research that considers the other events we examine typ-
ically documents announcement day returns, rather than the 
framework we adopt. This limits the ability to make direct com-
parisons of the impact of these events.

We contribute to several strands of the literature. First, we 
add to work that considers the impact of various factors on 
stock returns. The importance of earnings information for 
stock returns has been documented for decades (e.g., Ball and 
Brown 1968). Ball and Kothari (1991) note that risk increases 
around earnings announcements, but abnormal returns per-
sist after controlling for this. More recently, Dellavigna and 
Pollet (2009) document a slower immediate response to earn-
ings announcements made on Fridays, which they attribute to 
investor distraction due to the pending weekend. In terms of 
New Zealand research, Truong (2012) finds that both end-of-
year and mid-year earnings announcements are an important 
source of information. Furthermore, Taylor and Tong (2023) 
find that semi-annual earnings announcements continue to 
be a critical information source for stocks. There is year-to-
year variation but no discernible time trend in the impact 
of earnings announcements on equity markets. The extent 
to which technical analysis adds value is highly contested. 
Although it is often dismissed for conflicting with weak-form 
market efficiency, theoretical support exists (e.g., Brown and 
Jennings 1989). Furthermore, technical analysis is widely used 
in the industry (e.g., Menkoff 2010) and has been shown to ex-
plain stock returns (e.g., Han et al. 2013). The impact of mac-
roeconomic variables and monetary policy announcements 
on stock returns is less controversial and is well documented 
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in the literature (e.g., Savor and Wilson 2013; Ai et al. 2022). 
Finally, our inclusion of U.S. equity returns is related to the 
literature on the co-movement of stock returns (e.g., Brooks 
and Del Negro 2006).

Second, we add work focusing on the New Zealand equity mar-
ket. Frijns and Indriawan  (2018) note that most active fund 
managers in New Zealand hold portfolios that closely resem-
ble the market index. Balli et al. (2020) show that New Zealand 
and U.S. economic policy uncertainty impacts New Zealand 
stock returns. Ali et al. (2022) also show that New Zealand's 
economic policy uncertainty impacts the returns earned by 
institutional investors.1 More recently, Ma et  al.  (2024) have 
documented several aspects of New Zealand's long-term eq-
uity returns over 156 years, including the impact of inflation 
on equity returns.

We hope our paper will interest a range of stakeholders. New 
Zealand stock returns impact various groups. They influence the 
savings accumulated by investors who invest in stocks directly 
or via their workplace savings, namely, the KiwiSaver scheme. 
They impact the government's accounts. The NZ Super Fund in-
vests in stocks. Although the fund operates as a standalone en-
tity, it will be used to support future generations in retirement, 
thereby reducing the taxation revenue that would otherwise 
need to be raised. Finally, stock returns impact companies via 
their influence on the companies' cost of capital.

The remainder of our paper is organised as follows, Section 2 
presents the data and methodology. Section 3 discusses the re-
sults. Section 4 concludes the paper.

2   |   Data and Method

We obtain data on all stocks listed on the NZX Main Board 
between 1990 and 2024 from LSEG (Refinitiv), resulting in a 
sample of 184 companies. We calculate returns using the total 
return series, which includes dividends and accounts for capital 
changes, such as stock splits. We follow Hollstein  (2020) and 
require that a firm be included in a given year if it trades on 
at least 50% of the trading days in that calendar year. We con-
clude that the firm has traded on a particular day if its trading 
volume is not zero. Earnings announcement date data are also 
obtained from LSEG. Macroeconomic announcement dates 
are from Bloomberg. U.S. market returns are from the Centre 
for Research in Security Prices. Market returns for Australia's 
ASX 200 and Japan's Nikkei 225 are retrieved from LSEG. OCR 
announcement dates are from the RBNZ website, FOMC an-
nouncement dates are from the U.S. Federal Reserve website, 
and the U.S. Economic Uncertainty Policy daily index (EPU) 
is obtained from the https://​www.​polic​yunce​rtain​ty.​com/​ 
website.

We follow Ball and Shivakumar  (2008) and use the R2 values 
from the annual cross-section regression of stock calendar-year 
returns on the returns surrounding earnings announcements, 
as specified in Equation (1) below. Using the same approach, we 
substitute earnings announcement returns with returns around 
moving average buy and sell signals, macroeconomic an-
nouncements, central bank interest rate decisions, international 

equity returns, and the U.S. Economic Policy Uncertainty Index. 
There is evidence of skewness in the return data. Median re-
turns are consistently negative across all announcement types. 
The proportion of returns greater than zero is always less 
than 50%; however, many mean returns are positive. Ball and 
Shivakumar (2008) note that logarithmic and arithmetic returns 
have strengths and weaknesses. Logarithmic returns are supe-
rior for time-series aggregation, whereas arithmetic returns are 
superior for cross-sectional aggregation. We therefore include 
the results for both logarithmic and arithmetic returns and 
apply the following equation:

where Ri(annual) represents calendar-year buy-and-hold re-
turns and Ri(window n) denotes the buy-and-hold return over 
day −1, day 0, and day +1 within the nth event window for a spe-
cific event category. Equation (1) is estimated separately for each 
event type and each calendar year, using the cross-section of 
stocks in that year. The value of 𝑛 reflects the number of events of 
that type observed for a stock in that year (e.g., 𝑛 = 2 for earnings 
announcements and n = 4 for CPI announcements). We define 
day 0 for each type of event as follows. There are two earnings 
announcements (EAs) per year, with day 0 being the day of the 
earnings announcement. The technical indicators we examine 
are based on the 50-day moving average (MA050) and 200-day 
moving average (MA200) rules. Day 0 is recorded as the first 
time in a calendar year when the stock price departs from the 
relevant moving average by at least 1%. As a result, some stocks 
may have no technical signals in a given year, whereas others 
may generate one or more signals. To ensure meaningful signal 
variation and to avoid isolated one-off crossings, we only include 
stock–years with two signals: one occurring in the first half of 
the year and one in the second half. For the GDP, CPI, and un-
employment (UEMP), there are generally four announcements 
per year, with day 0 corresponding to each announcement date. 
The number of OCR and FOMC announcements varies slightly 
each year. OCR announcements are recorded in New Zealand 
time. For FOMC announcements, we follow Brusa et al. (2020) 
and convert U.S. times into New Zealand times. Day 0 for U.S. 
stock returns relates to the days in New Zealand when the S&P 
500 increased or decreased by more than two standard devia-
tions from the most recent 12-month daily returns (SPsd2). We 
only include stock–years with two such signals. We identify eco-
nomic uncertainty shocks by selecting the two largest absolute 
monthly changes in the EPU index within each calendar year. 
For Australia and Japan, no time-zone adjustment is required. 
We similarly identify the 2 days per year where the ASX 200 and 
Nikkei 225 returns exceed ±2 standard deviations, and denote 
these indicators as ASXsd2 and NIKsd2, respectively.

The results in Table 1 contain the total number of events across 
firm–years in each category. This ranges from 3795 for earnings 
announcements to 19,375 for FOMC announcements. Earnings 
announcements date back to the start of the sample period 
but occur only twice a year. FOMC announcements begin in 
1991, but there are up to 14 of these per year. OCR announce-
ments commenced in 1999, with a maximum of nine per year. 
Macroeconomic announcement data commenced in 2000 for 
the CPI and 2001 for the GDP and unemployment, with four 

(1)
Ri(annual)=a0+a1Ri(window 1)

+a2Ri(window 2)+ … +anRi(window n)+�i
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announcements of each type per year. As described earlier, each 
technical indicator generates two signals per calendar year. 
For the U.S., Australia, and Japan, we identify extreme market 
movements as days on which their respective equity indexes ex-
hibit returns exceeding ±2 standard deviations relative to the 
trailing 12-month daily return distribution.

3   |   Results

The first row of results in Table 2, denoted BM, relates to the 
expected adjusted R2 (i.e., the benchmark-adjusted R2) for each 
type of event under the null hypothesis that daily returns, in-
cluding event window returns, are independent and identically 

distributed over time. The benchmark-adjusted R2 is determined 
by the proportion of trading days covered by each event win-
dow and the number of such windows in a given year. With 
252 trading days per year, a three-day event window represents 
approximately 1.19% of the year (3/252). Thus, for earnings an-
nouncements (two events per year), the benchmark-adjusted 
R2 is 1.19% × 2 = 2.38%. Some market-level event types have a 
slightly varying number of events per year; for example, there 
are seven to nine OCR announcements per year. Their bench-
mark values vary accordingly and are computed using the ac-
tual number of events in each year. The benchmark-adjusted R2 
reported in the tables is the average of these annual benchmarks 
over the full sample period. This construction explains why 
FOMC events have an average benchmark-adjusted R2 of 9.82%, 

TABLE 1    |    Summary statistics of returns.

N Mean Median Skewness Obs = 0 Obs > 0

Panel A: Logarithmic returns

EA 3795 0.0048 0.0000 −0.1338 0.0935 0.4938

CPI 7904 0.0022 0.0000 1.0766 0.1374 0.4500

GDP 8115 −0.0020 0.0000 −2.5499 0.1272 0.4421

OCR 16,002 −0.0007 0.0000 −1.1557 0.1272 0.4382

UEMP 7904 −0.0006 0.0000 0.4070 0.1308 0.4269

MA050 4644 0.0059 0.0000 0.6127 0.0991 0.4662

MA200 3934 0.0046 0.0000 0.4978 0.0785 0.4680

SP500 4531 −0.0048 0.0000 −0.5782 0.1426 0.3624

FOMC 19,375 −0.0032 0.0000 −2.2756 0.1324 0.4228

EPU 4256 0.0020 0.0000 1.5946 0.1915 0.4215

ASX200 4470 −0.0029 0.0000 4.7520 0.1823 0.3275

Nikkei225 4572 −0.0005 0.0000 0.0513 0.1772 0.4016

Panel B: Arithmetic returns

EA 3795 0.0079 0.0000 1.9009 0.0935 0.4938

CPI 7904 0.0035 0.0000 3.7202 0.1374 0.4500

GDP 8115 0.0000 0.0000 0.4957 0.1272 0.4421

OCR 16,002 0.0010 0.0000 1.0751 0.1272 0.4382

UEMP 7904 0.0008 0.0000 2.4525 0.1308 0.4269

MA050 4644 0.0085 0.0000 2.8335 0.0991 0.4662

MA200 3934 0.0087 0.0000 3.0710 0.0785 0.4680

SP500 4531 −0.0033 0.0000 2.6997 0.1426 0.3624

FOMC 19,375 −0.0011 0.0000 0.2162 0.1324 0.4228

EPU 4256 0.0030 0.0000 6.6382 0.1915 0.4215

ASX200 4470 −0.0016 0.0000 13.3820 0.1823 0.3275

Nikkei225 4572 0.0004 0.0000 1.6014 0.1772 0.4016

Note: This table presents summary statistics (mean, median, and skewness) for event window buy-and-hold returns, where N represents the total number of events 
across firm–years for each event category. The final two columns report the proportions of event window return observations that are equal to and greater than zero, 
respectively. Ball and Shivakumar (2008) note that logarithmic and arithmetic returns both have strengths and weaknesses. Logarithmic returns are superior for time-
series aggregation, whereas arithmetic returns are superior for cross-sectional aggregation. We therefore include results for both logarithmic and arithmetic returns in 
Panels A and B, respectively.
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whereas earnings announcements have an average benchmark-
adjusted R2 of 2.38%.

In Panel A of Table 2, we present the mean and median ad-
justed R2 values and the mean and median abnormal ad-
justed R2 values for each event based on logarithmic returns. 
Equivalent results are presented for arithmetic returns in 
Panel B. In both panels, we report the p-values in parentheses 
for the t-test for the null hypothesis that the mean abnormal 
return is zero and the Kruskal–Wallis test that the median ab-
normal return is zero.

The results in Panel A indicate that six of the seven local events 
have abnormal adjusted R2 values that are statistically signifi-
cantly different from the benchmark based on mean or median 
returns when logarithmic returns are used. The largest mean 
abnormal adjusted R2 is 16.33% of OCR announcements. The 
next largest 12.19% for earnings announcements. The three 
macroeconomic announcements have a mean abnormal ad-
justed R2 value of 7.04%–7.06%, while the 50-day moving av-
erage rules have a mean abnormal adjusted R2 value of 5.32%. 
The mean abnormal adjusted R2 is not statistically significantly 
different from zero for the 200-day moving average rule. Four 
of five international events have abnormal adjusted R2 that are 
statistically significantly different to the benchmark based on 
mean or median returns when logarithmic returns are used. 
The largest mean abnormal adjusted R2 is 13.49% for FOMC an-
nouncements. The mean abnormal adjusted R2 values for EPU, 
ASXsd2, and NIKsd2 events are 2.50%, 5.72%, and 3.95%, respec-
tively, and all are statistically significant. The mean abnormal 
adjusted R2 is not statistically significantly different from zero 
for large S&P 500 stock returns.2 The magnitude of the median 
abnormal returns is smaller, but the relative size across events is 
similar to the means.

The arithmetic returns in Panel B of Table 2 convey a similar 
message to those in Panel A. Five of seven local events exhibit 
abnormal adjusted R2 values that are statistically significantly 
different from the benchmark based on mean or median re-
turns. The equivalent number for international events is three 
of five. Panel C reports pairwise test of differences in mean 
abnormal adjusted R2. In the lower-diagonal panel, based on 
logarithmic returns, we report p-values for the null hypothe-
sis that the difference in mean abnormal adjusted R2 between 
two event types is zero. The results show that the mean ab-
normal adjusted R2 for OCR announcements is statistically 
significantly different from nine of the other events. CPI and 
GDP announcements are also frequently statistically signifi-
cantly different to other announcements. In the upper diago-
nal panel of Panel C, we scale the abnormal adjusted R2 by the 
number of events per year before performing pairwise com-
parisons. When expressed on a per-event basis, earnings an-
nouncements generate significantly higher abnormal adjusted 
R2 than every other event category. In contrast, no statisti-
cally significant differences arise across any other pairwise 
comparisons.

In the Table A1, we report results equivalent to those in Table 2, 
but with five-day windows around each event. Given the longer 
windows, the benchmark-adjusted R2 values are higher in each 
instance, and the mean and median abnormal adjusted R2 values 

for each event are broadly consistent but generally lower than 
those reported in Table 2. For the logarithmic returns, the larg-
est mean abnormal adjusted R2 values are for OCR announce-
ments, earnings announcements, and FOMC announcements. 
However, for arithmetic returns, earnings announcements and 
OCR announcements are the two events with the largest abnor-
mal adjusted R2 values.3

There is always the potential that the results are not driven 
solely by historical data and are not present in more recent data. 
We examine this possibility by segmenting our sample around 
the GFC. We label the years up to and including 2009 as before 
the GFC and the remaining years as after the GFC. The results 
in Table 3 indicate that the core results are consistent in both 
subsamples. Local events are more important than international 
events in both subsamples. Further, there is little difference be-
tween the two samples. MA050 is the one event that generates 
lower abnormal adjusted R2 values in the post-GFC period, in 
both logarithmic and arithmetic returns.

Announcement returns to different events may vary across large 
and small stocks. Large stocks generally have more analyst cov-
erage (e.g., Hong et al. 2000) and higher institutional ownership 
(e.g., O'Brien and Bhushan 1990). As a result, large stocks may 
exhibit smaller reactions to announcement events, since this 
information is often already incorporated into their prices be-
forehand. On the other hand, large stocks may be expected to 
react more quickly to news released during the event windows 
we consider. This suggests that announcement returns over a 
three-day window may be larger for large stocks than for small 
stocks, which may exhibit a more delayed reaction. However, we 
find no consistent evidence to support this hypothesis. The re-
action to GDP announcements is greater for large stocks using 
both logarithmic and arithmetic returns. However, the reaction 
to earnings announcements is slightly smaller for large stocks. 
The results in Table 4 indicate that OCR announcements, FOMC 
announcements, earnings announcements, and mean abnormal 
adjusted R2 values are statistically significant in both large and 
small stocks when logarithmic returns are used. These results 
are also consistent for arithmetic returns. However, GDP an-
nouncements have particularly large mean abnormal adjusted 
R2 values for large stocks when using arithmetic returns. As an 
alternative to size, we employ the number of analyst earnings 
forecasts and split our sample into high and low analyst follow-
ing groups based on the median number of analyst earnings 
forecasts in a year. We report the results the Table  A3, which 
shows that the difference in mean abnormal adjusted R2 is sta-
tistically insignificant across the ten events that we examine, ex-
cept for CPI and MA050. Specifically, the stocks with low analyst 
following tend to be more responsive to the announcement of 
CPI or when the 50-day moving average is triggered, and the 
cumulative returns around these events contribute significantly 
more to the variation of the stocks' annual returns.

Value and growth stocks exhibit distinct characteristics and may 
react differently to various events. For instance, Black  (2002) 
documents differences in the impacts of monetary policy on 
value and growth stocks. We classify stocks annually based on 
their book-to-market ratio, with stocks above the median des-
ignated as value stocks and those below the median as growth 
stocks. The results in Table  5 indicate that value stocks have 
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a statistically significantly larger mean abnormal adjusted R2 
around earnings announcements when returns are calculated 
using logarithmic returns. However, no statistically significant 
difference exists between the returns associated with different 
events between value and growth stocks. FOMC and earnings 
announcements have the largest mean abnormal adjusted R2 for 
value stocks based on both calculation methods, and the OCR 
has the largest mean abnormal adjusted R2 for growth stocks 
based on both logarithmic and arithmetic returns.

In Table  6, we present results that split the sample firms by 
leverage, calculated as debt divided by total assets. There is 
evidence that high-leverage firms exhibit more return sensitiv-
ity to events (e.g., Cai and Zhang 2011). However, only two of 
the differences in mean abnormal adjusted R2 values between 
high- and low-leverage firms are statistically significant: OCR 
announcements and periods when the 50-day moving average is 
crossed, both measured using logarithmic returns. The general 
pattern remains consistent across both high- and low-leverage 
firms: OCR, FOMC, and earnings announcements exhibit the 
largest mean abnormal adjusted R2 values, indicating that they 
contain the most information, whether measured using loga-
rithmic or arithmetic returns.

Our final set of results, presented in Table 7, considers the mean 
abnormal adjusted R2 by industry. Due to sample size limitations, 
these results are generated using all firms across years, making 
it impossible to conduct tests of statistical significance. However, 
the energy, financial, and healthcare industries have the highest 
average abnormal adjusted R2 values across all events.

4   |   Conclusions

It is well-known that earnings announcements, macroeconomic 
announcements, central bank interest rate announcements, 
and U.S. returns impact international stock returns. However, 
much less is known about their relative importance. We in-
vestigate this question using New Zealand data. The events 
considered include earnings announcements; RBNZ OCR an-
nouncements; macroeconomic announcements, including CPI, 
GDP, and unemployment announcements; buy and sell signals 
based on 50- and 200-day moving average rules; U.S. Federal 
Reserve (FOMC) interest rate announcements; U.S. economic 
uncertainty policy; and large absolute stock returns in the U.S., 
Australia, and Japan.

Our results suggest that local news tends to have a greater im-
pact than international news. Amongst local events, RBNZ in-
terest rate and company earnings announcements have the most 
considerable impact. This is evident across the entire sample and 
in a more recent subperiod. Interestingly, the result is relatively 
consistent across stocks with different characteristics, such as 
small and large stocks, value and growth stocks, and high- and 
low-leverage stocks. Amongst international news events, FOMC 
announcements have the most pronounced impact.

We hope our findings will be of interest to various stakeholders 
in the New Zealand equity market, including researchers, reg-
ulators, and investors. In particular, our finding of the impor-
tance of local central bank announcements highlights the need 

for the central bank to employ careful communication strategies 
to minimise unintended volatility.

Future research may like to consider the impact of announce-
ments using high-frequency intraday data. It would also be in-
teresting to investigate whether our findings are generalizable to 
larger and/or more closed economies.
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Endnotes

	1	We do not include these data in our analysis because they relate to the 
average policy uncertainty over a month, which is difficult to relate to 
daily stock returns.

	2	We further split abnormal S&P 500 returns into positive and negative 
components. The unreported results show that only positive abnormal 
returns materially increase the adjusted R2 for New Zealand stocks: 
positive shocks generate statistically significant abnormal adjusted R2, 
whereas negative shocks do not. The abnormal adjusted R2 for positive 
events ranges from approximately 3% to 4% across mean and median 
specifications under logarithmic return measures.

	3	Event overlaps may dilute or confound our estimates, particularly 
when market-wide and firm-specific announcements occur on the 
same day. We address this by first identifying and removing overlap-
ping market-level events (i.e., those affecting all firms) within each 
three-day event window. We then remove firm-specific events that 
coincide with any market-level event for the affected firms. We re-
estimate Panels A and B of Table 2 using this non-overlapping event 
sample and present the results in Table A2. While the abnormal ad-
justed R2 values are somewhat lower than those in Table 2, earnings 
announcements, OCR, and FOMC continue to have the largest effects 
on stock returns.
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Appendix 

TABLE A1    |    Benchmark and abnormal adjusted R2 values—5-day window.

BM

EA CPI GDP OCR UEMP MA050 MA200 SPsd2 FOMC EPU ASXsd2 NIKsd2

0.0397 0.0794 0.0794 0.1540 0.0794 0.0397 0.0397 0.0397 0.1637 0.0397 0.0397 0.0397

Panel A: Using logarithmic returns

ME 0.1697 0.1211 0.1472 0.3135 0.1431 0.0692 0.0369 0.0874 0.2526 0.0688 0.0825 0.0603

MD 0.1278 0.1176 0.1339 0.2548 0.1258 0.0356 0.0169 0.0356 0.1987 0.0616 0.0788 0.0202

ME—BM 0.1300 0.0417 0.0678 0.1595 0.0638 0.0295 −0.0028 0.0477 0.0889 0.0291 0.0429 0.0207

(0.000) (0.091) (0.006) (0.000) (0.011) (0.081) (0.812) (0.058) (0.003) (0.032) (0.018) (0.228)

MD—BM 0.0881 0.0382 0.0545 0.1008 0.0465 −0.0041 −0.0228 −0.0041 0.0350 0.0219 0.0392 −0.0195

(0.000) (0.787) (0.034) (0.000) (0.059) (0.646) (0.018) (0.243) (0.012) (0.070) (0.018) (0.816)

Panel B: Using arithmetic returns

ME 0.1661 0.1203 0.1267 0.2548 0.1198 0.0710 0.0426 0.0933 0.2039 0.0823 0.0952 0.0382

MD 0.1314 0.0868 0.0787 0.2454 0.0847 0.0539 0.0188 0.0229 0.2002 0.0745 0.0432 0.0194

ME—BM 0.1264 0.0409 0.0473 0.1008 0.0405 0.0313 0.0030 0.0536 0.0402 0.0426 0.0555 −0.0014

(0.000) (0.180) (0.096) (0.004) (0.089) (0.063) (0.799) (0.090) (0.193) (0.017) (0.014) (0.913)

MD—BM 0.0917 0.0074 −0.0007 0.0914 0.0053 0.0142 −0.0209 −0.0168 0.0365 0.0349 0.0035 −0.0203

(0.000) (0.015) (0.597) (0.005) (0.787) (1.000) (0.058) (0.036) (0.703) (0.004) (0.343) (0.243)

Note: This table reports results equivalent to those in Table 2 but for five-day windows around each event as robustness checks. Boldface indicates statistical 
significance at the 10% level or better (p < 0.10).

TABLE A2    |    Benchmark and abnormal adjusted R2 values—excluding overlapped events.

BM

EA CPI GDP OCR UEMP MA050 MA200 SPsd2 FOMC ASXsd2 NIKsd2 EPU

0.0238 0.0476 0.0476 0.0681 0.0476 0.0238 0.0238 0.0238 0.0530 0.0238 0.0238 0.0238

Panel A: Using logarithmic returns

ME 0.1599 0.1329 0.1169 0.1897 0.1518 0.1336 −0.0027 0.0505 0.1259 0.1249 0.0592 0.0375

MD 0.1507 0.1151 0.1169 0.1890 0.1492 0.0527 −0.0215 0.0127 0.1168 0.0348 0.0375 0.0149

ME—BM 0.1360 0.0852 0.0693 0.1216 0.1042 0.1098 −0.0265 0.0267 0.0729 0.1011 0.0354 0.0137

(0.000) (0.004) (0.253) (0.001) (0.235) (0.018) (0.179) (0.450) (0.003) (0.179) (0.142) (0.401)

MD—BM 0.1269 0.0674 0.0693 0.1210 0.1015 0.0289 −0.0453 −0.0111 0.0639 0.0110 0.0137 −0.0089

(0.000) (0.001) (0.102) (0.002) (0.219) (0.563) (0.000) (0.419) (0.030) (0.671) (0.492) (0.519)

Panel B: Using arithmetic returns

ME 0.1838 0.1464 0.1163 0.1502 0.1522 0.1093 0.0224 0.0567 0.1127 0.1418 0.0709 0.0406

MD 0.1532 0.0872 0.1163 0.1567 0.1479 0.0402 −0.0080 0.0226 0.0693 0.0701 0.0141 0.0294

ME—BM 0.1600 0.0988 0.0686 0.0821 0.1046 0.0855 −0.0015 0.0329 0.0597 0.1180 0.0471 0.0168

(0.000) (0.014) (0.532) (0.001) (0.224) (0.037) (0.952) (0.395) (0.046) (0.178) (0.242) (0.279)

MD—BM 0.1294 0.0396 0.0686 0.0886 0.1003 0.0164 −0.0318 −0.0012 0.0163 0.0463 −0.0097 0.0056

(0.000) (0.010) (1.000) (0.005) (0.219) (0.247) (0.223) (0.419) (0.434) (0.203) (0.492) (0.519)

Note: This table reports results equivalent to those in Table 2 after excluding market-level and firm-specific event overlaps. Boldface indicates statistical significance at 
the 10% level or better (p < 0.10).
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