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Motivation Data (I) Data (II) Announcements News Conclusion

Starting Observations (I)

COVID19: atomic bomb for the wealth of millions of people
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Motivation Data (I) Data (II) Announcements News Conclusion

Starting Observations (II)

Rare event in the past ...

Pre-1980: once every 2 decades for ≈ 2 years ...

Name Period Deaths
3rd Bubonic Plague 1855-1960 12+ Mil.
Russian Flu 1889-1890 1 Mil.
Encephalitis 1915-1926 1.5 Mil.
Spanish Flu 1918-1920 50 Mil.
Asian Flu 1957-1958 1-4 Mil
Hong Kong Flu 1968 - 1970 1-4 Mil.
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Motivation Data (I) Data (II) Announcements News Conclusion

Starting Observations (II)

... more frequent now.
Post-1980: once every 5 years for ≈ 2 years.

Name Period Deaths
SARS 2002-04 774
Avian Flu 2003-2019 455
Swine Flu 2009-2010 285K
Ebola 2013-2016 11K
Zika 2015-2016 53
COVID-19 2019– ≈ 1 Mil
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Motivation Data (I) Data (II) Announcements News Conclusion

Starting Observations and Considerations (III)

Novel set of daily news
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Motivation Data (I) Data (II) Announcements News Conclusion

Questions of this study

1. Financial impact of medical announcements?

2. Can local contagion conditions predict excess returns?

3. What is the market price of global/local contagion news?

Need of new datasets to provide:

1. a comprehensive dataset of announcements

2. High frequency data on contagion news

- Newspapers Tweets (BIG data);
- Early Warnings.
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Motivation Data (I) Data (II) Announcements News Conclusion

Data

Two dimensions:

1. Collect health-related announcements dates

2. Collect news production, diffusion, and tone
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Motivation Data (I) Data (II) Announcements News Conclusion

Announcements: what we do (I)

‘Hand-collected’ official press statements publicly available on:

1. the webpage of the Ministry of Health (MoH) with time stamp.

2. the twitter accounts of MoHs & major newspapers releasing news about reports.

↪→ select the effective date and time of release of the news.

↪→ for each country, remove ‘redundant’ announcements.
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Motivation Data (I) Data (II) Announcements News Conclusion

Announcements: Twitter Example 1

Takeaway: we account for sudden releases and changes of time
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Motivation Data (I) Data (II) Announcements News Conclusion

Announcements: Twitter Example 2

Takeaway: we discard redundant tweets: a lot of work (21 countries)!
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Motivation Data (I) Data (II) Announcements News Conclusion

Announcements: RSS Example

Takeaway: Country-specific official sources.
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Motivation Data (I) Data (II) Announcements News Conclusion

Announcements: where we stand
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Motivation Data (I) Data (II) Announcements News Conclusion

Information: sources

I High frequency and large span: Twitter (Why? Google’s limitations)

I Course of dimensionality: only major newspapers accounts

I Some numbers: 21 countries; 85 news papers; 12 languages...
... 460K COVID19-related tweets so far!
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Motivation Data (I) Data (II) Announcements News Conclusion

Information: data in a table
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Motivation Data (I) Data (II) Announcements News Conclusion

A Global Perspective
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Motivation Data (I) Data (II) Announcements News Conclusion

Local Heterogeneity (Across Days)
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Motivation Data (I) Data (II) Announcements News Conclusion

Local Heterogeneity (Intra-Day)

17 / 37



Motivation Data (I) Data (II) Announcements News Conclusion

Good News, Bad News

Capital markets respond differently to good/bad news.
Measurements:

- Number of confirmed cases: ‘objective’ count (daily, JHopkins)

- Tweets tone: text analysis applied to news paper’ tweets (intraday, novel, it uses
multi-language routines)

Notes:

- Trading week (5 days): consolidate Fr-Sat-Sun evening data

- Expected component: backward looking 5-day MA
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Motivation Data (I) Data (II) Announcements News Conclusion

(Intro to) Econometrics

Next slides: lots of graphs based on

Zt = (cpre + ct>t∗) + (αpre + αt>t∗) · t + (βpre + βt>t∗) · t2, t ∈ [t∗ ± K ]

t∗: the time of the announcement.

Test for post-announcement difference, then depict the final result.
Note:
– Epidemic period: (country specific) cases> 100.
– Normal period: from Oct 1st 2019 to epidemic period.

19 / 37



Motivation Data (I) Data (II) Announcements News Conclusion

(Intro to) Econometrics

Next slides: lots of graphs based on

Zt = (cpre + ct>t∗) + (αpre + αt>t∗) · t + (βpre + βt>t∗) · t2, t ∈ [t∗ ± K ]

t∗: the time of the announcement.

Test for post-announcement difference, then depict the final result.

Note:
– Epidemic period: (country specific) cases> 100.
– Normal period: from Oct 1st 2019 to epidemic period.

19 / 37



Motivation Data (I) Data (II) Announcements News Conclusion

(Intro to) Econometrics

Next slides: lots of graphs based on

Zt = (cpre + ct>t∗) + (αpre + αt>t∗) · t + (βpre + βt>t∗) · t2, t ∈ [t∗ ± K ]

t∗: the time of the announcement.

Test for post-announcement difference, then depict the final result.
Note:
– Epidemic period: (country specific) cases> 100.
– Normal period: from Oct 1st 2019 to epidemic period.

19 / 37



Motivation Data (I) Data (II) Announcements News Conclusion

Information Around Announcements

Tweets Retweets

Takeaway: announcements gather ‘special’ attention
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Motivation Data (I) Data (II) Announcements News Conclusion

Equity Returns Around Announcements: AE vs EE

Advanced Emerging

Takeaway: announcements ‘help’ equities in epidemic periods
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Motivation Data (I) Data (II) Announcements News Conclusion

Equity Returns Around Announcements: High COVID

Advanced Emerging

Takeaway: stronger effects in H-COVID Adv. countries (sorted daily)
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Motivation Data (I) Data (II) Announcements News Conclusion

Equity Returns Around Announcements: Only Bad News

Advanced Emerging

Takeaway: stronger effects after bad news (positive unexpected variation in # of cases)
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Motivation Data (I) Data (II) Announcements News Conclusion

Bond Returns Around Announcements: AE vs EE

Advanced Emerging

Takeaway: Good hedge, some movement in EE bonds
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Motivation Data (I) Data (II) Announcements News Conclusion

Global Returns Around Domestic Announcements: Bonds vs Equities

Bonds Equities

Takeaway: domestic announcements as important as foreign ones.
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Motivation Data (I) Data (II) Announcements News Conclusion

Equity Volume Around Announcements: AE vs EE

Advanced Emerging

Takeaway: Trade activity in equities slows
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Motivation Data (I) Data (II) Announcements News Conclusion

Bonds Bid-Ask Spread: AE vs EE

Advanced Emerging

Takeaway: ‘Liquidity’ increases in bonds’ market of AEs
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Motivation Data (I) Data (II) Announcements News Conclusion

Good News, Bad News

Capital markets respond differently to good/bad news.
Measurements:

- Number of confirmed cases: ‘objective’ count (daily, JHopkins)
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Motivation Data (I) Data (II) Announcements News Conclusion

Twitter-Based News: Global
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Motivation Data (I) Data (II) Announcements News Conclusion

Twitter-Based News: Regional

Takeaway: Rich data and pronounced heterogeneity
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Motivation Data (I) Data (II) Announcements News Conclusion

Pricing News

Simple conditional NA model:

r exf ,t+1 = r exf ,t + βf ,t · newst+1, f = ‘country ′ (1)

βf ,t = β0 + βf ,1Xf ,t , (2)

∂r exf ,t
∂Xf ,t

= λβf ,1, (3)

I Xf ,t = share of contagion cases for f at time t

I λ is the MPR of the global/local news factor newst+1...

I We do add (control for) the market (MSCI Global)...

I At intra-day freq. (Twitter), we must look at similar time-zones.
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Motivation Data (I) Data (II) Announcements News Conclusion

Summary of Results

We look at global/local contagion news:

1. Global News: of tone/cases is priced positively/negatively both in AE and EE;

2. ‘Regional’ News: mixed results;

3. MPR of Global Component: huge-but-plausible, betas are small.

Next: implied estimates for risk premia on HCOVID and HMLCOVID
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Motivation Data (I) Data (II) Announcements News Conclusion

Estimation of Expected Excess Return for HCOVID

AE EE

Takeaway: EE more exposed, bonds less sensitive
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Motivation Data (I) Data (II) Announcements News Conclusion

Estimation of Expected Excess Return for HMLCOVID

AE EE

Takeaway: H-Covid bonds are good hedge, equities are risky
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Motivation Data (I) Data (II) Announcements News Conclusion

Daily MPRs

Table: Summary of MPR estimation
Equity Bonds & Equity

A.E. E.E. A.E. E.E.

Panel A: News about Covid cases
Local units
coef −0.006∗∗ −0.010∗∗∗ −0.003∗∗ −0.011∗∗∗

se (0.003) (0.002) (0.001) (0.001)
USD units
coef −0.005∗ −0.011∗∗∗ −0.004∗∗∗ −0.011∗∗∗

se (0.003) (0.002) (0.001) (0.002)
Controlling for MKT
coef −0.004∗∗ −0.006∗∗∗ −0.007∗∗∗ −0.017∗∗∗

se (0.002) (0.002) (0.001) (0.003)

Panel B: News from Twitter
Local units
coef 0.022∗∗∗ 0.012∗∗∗ 0.018∗∗∗ 0.006∗∗∗

se (0.005) (0.003) (0.002) (0.002)
USD units
coef 0.025∗∗∗ 0.008∗∗∗ 0.018∗∗∗ 0.007∗∗∗

se (0.007) (0.003) (0.002) (0.002)
Controlling for MKT

coef 0.007∗∗∗ 0.010∗∗∗ 0.012∗∗∗ 0.007∗∗∗

se (0.003) (0.001) (0.002) (0.002)
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Motivation Data (I) Data (II) Announcements News Conclusion

Conclusions

1. Announcements move the equity markets (on average ↑)...

2. Bonds insensitive, except in EEs...

3. MPR is very high → containment policies very valuable...

4. Novel (big) dataset

THANK YOU!
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