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		Abstract

		We document that earnings announcement-day premia persist beyond the sample period of earlier studies, over different disclosure environments and remain robust to the refinement of using the expected announcement day rather than the actual announcementday. A portfolio of announcing firms yields returns in excess of the corresponding risk.Excluding announcers from a well-diversified portfolio, while reducing the standarddeviation of that portfolio, also reduces its Sharpe ratio, indicating that this strategyresults in a less favorable risk-return trade-off. Finally, we provide evidence that the premia are dramatically reduced when the announcement risk is reduced through preannouncements. In addition, we document that the continued presence of this premia islikely to result from limits to arbitrage. These findings are consistent with the view that the announcement period returns are likely to represent compensation for announcement risk. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Cohen,  Daniel A. and Dey,  Aiyesha and Lys,  Thomas Z. and Sunder,  Shyam, Earnings Announcement Premia and the Limits to Arbitrage (December 2004). NYU Working Paper No. 2451/27555,  Available at SSRN: https://ssrn.com/abstract=1280717
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Daniel A. Cohen (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Vanderbilt University - Owen Graduate School of Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Vanderbilt University - Owen Graduate School of Management  ( email )

			

			
			
				
				
				
					401 21st Avenue South
Nashville, TN  37203
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Aiyesha Dey

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Harvard Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Harvard Business School  ( email )

			

			
			
				
				
				
					Soldiers Field Road
Morgan 270C
Boston, MA  02163
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Thomas Z. Lys

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Northwestern University - Kellogg School of Management  ( email )

			

			
			
				
				
				
					2001 Sheridan Road
Department of Accounting & Information Systems
Evanston, IL  60208
United States
847-491-2673 (Phone)
847-467-1202 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Shyam Sunder

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Arizona - Department of Accounting  ( email )

			

			
			
				
				
				
					210 L McClelland Hall
1130 E Helen St
Tucson, AZ  85721
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      149

			

		
		
		
			Abstract Views

			    1,683

		

		
		 
		
			Rank

			   51,886

		

		
	


	
		
            
            	       25 Citations
		

	

	
		
			
				       22 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,375

                                    

                                

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    New York University Stern School of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                New York University Stern School of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               42

                                    

                                    
                                        PAPERS

                                            3,437

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Panagiotis G. Ipeirotis at New York University - Leonard N. Stern School of Business

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Institutional Investors and Equity Prices

                        
                            By
                                
                                
                                    
                                    Paul A. Gompers
                                     and 
                                
                                    
                                    Andrew Metrick
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Does Arbitrage Flatten Demand Curves for Stocks?

                        
                            By
                                
                                
                                    
                                    Jeffrey Wurgler
                                     and 
                                
                                    
                                    Ekaterina Zhuravskaya
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Does Arbitrage Flatten Demand Curves for Stocks?

                        
                            By
                                
                                
                                    
                                    Jeffrey Wurgler
                                     and 
                                
                                    
                                    Ekaterina Zhuravskaya
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            New Evidence on Stock Price Effects Associated with Charges in the S&P 500 Index

                            
                                By
                                    
                                    
                                        
                                        Anthony W. Lynch
                                         and 
                                    
                                        
                                        Richard R. Mendenhall
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Index Funds and Stock Market Growth

                            
                                By
                                    
                                    
                                        
                                        Massimo Massa
                                         and 
                                    
                                        
                                        William N. Goetzmann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Index Funds and Stock Market Growth

                            
                                By
                                    
                                    
                                        
                                        Massimo Massa
                                         and 
                                    
                                        
                                        William N. Goetzmann
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Limited Arbitrage in Mergers and Acquisitions

                            
                                By
                                    
                                    
                                        
                                        Malcolm P. Baker
                                         and 
                                    
                                        
                                        Serkan Savasoglu
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Demand for Stocks: An Analysis of IPO Auctions

                            
                                By
                                    
                                    
                                        
                                        Shmuel Kandel (deceased), 
                                        
                                    
                                        
                                        Oded Sarig, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Arbitrage Risk and the Book-to-Market Anomaly

                            
                                By
                                    
                                    
                                        
                                        Ashiq Ali, 
                                        
                                    
                                        
                                        Lee-seok Hwang, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

