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Earnings Information, Individual Investor
Attention and Stock Prices

WANG Lei's, KONG Dong-min®

(1.School of Finance s Shanghai University of International Business and
Economics s Shanghai 201620, China ;2.School of Economics, Huazhong
University of Science and Technology s Wuhan 430074, China)

Abstract: Based on intraday stock trading data, this paper constructs imbalance index
of order flow, and studies individual investor attention allocation in earnings announce-
ments with different information attributes and its effect on stock prices. It comes to the
following conclusions: firstly, individual investors tend to pay attention to announcements
with good news; during the announcement period. trading volume surges and individual
investors have significantly net buying behavior owing to limited attention; secondly, net
buying behavior of individual investors leads to sharp increase in stock prices during the
earnings announcement period; after the announcement,individual investor attention to lis-
ted companies returns to normal and stock prices reverse, confirming the price pressure
hypothesis; thirdly, net buying behavior of individual investors results in stronger re-
sponse of stock prices to earnings information in the announcement date, and after the an-
nouncement, the sensitivity of price drift to earnings information reduces, showing the
positive role of investor attention in the increase in information understanding efficiency.
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