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Two types of newspapers in China

• Official newspapers
Newspaper under the direct control of the central and local 

Communist Party Committees (party newspapers) or 
government institutions (political organ papers) and serve as 
their mouthpiece. 

• Non-official Newspaper
Newspapers not controlled by any of the preceding 

organizations
With an orientation towards reporting business, economic 

and financial news
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Motivation
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Official and non-official papers (Stockman, 2012)



You, Zhang and Zhang (2018)

• Comparing a large sample of news articles written by 
state-controlled and market-oriented Chinese media, 
we find that articles by the market-oriented media are 
more critical, more accurate, more comprehensive, 
and timelier than those by the state-controlled media. 
Moreover, only articles by the market-oriented media 
have a significant corporate governance impact
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The News Report at 7:00pm everyday from CCTV is the best information source for buying stocks in China 



What information can we extract from 
People’s Daily? (Flagship newspaper of CCP)

CUHK Business School

The relative frequency of articles including 
“Market Economy” in People’s Daily (1978-2017)

The relative frequency of articles including 
“Ideology” and “Leadership by the Party” in 

People’s Daily (1978-2017)



Motivation

• Tight state control ( over official newspaper)
Increase incentive to serve as the government’s 

mouthpiece
• News outlets for conveying information about economic and 

industry policies
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Motivation

• The reduction in political dependency may reduce the 
value of non-official newspaper
Weaker connection to the government 
Limited ability to obtain information about the 

government’s economic agendas and policies
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Research Question

• Whether the degree of state (/Party) control over the 
media affect the type of information supplied to the 
market. 
Control over newspaper:

• Official Newspaper v.s. Non-official Newspaper
Types of Information

• Market- or industry-wide info v.s. Firm-specific Info
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Hypothesis Development

• Prior to 1978:
The newspapers have a well-defined and installed readership 

base, and serve the primary goal of political propaganda.
• After 1978: Commercialization of media
Non-official newspapers have greater freedom and financial 

incentives to respond to market demands for news.
Corporate news articles published in non-official business 

newspapers are less biased and less politically tainted than 
corporate news articles published in by official newspapers 
(Piotroski, Wong, and Zhang, 2017; You, Zhang, and Zhang, 
2018), 
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Hypothesis Development

• The government continues to have direct and indirect 
control of all media outlets. 
Serving the propaganda may reduce the expected 

information content and credibility of official newspaper 
articles.
News articles published by non-official newspapers may 

subject to the similar political control. 
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Hypothesis development

• Individual market participants have different relative 
informational advantages with respect to firm-, 
industry-, or market-level information.
Insiders 

• Firm-specific information (Seyhun 1992, 1998; Meulbroek
1992; Damodoran and Liu 1993). 

Financial analysts 
• Industry and market level information and trends (Piotroski and 

Roulstone, 2004; Crawford, Roulstone, and So, 2012)
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Hypothesis development
• Official and non-official newspapers convey different information to the 

financial markets in respect of firm-level versus industry- and market-
wide information. 
Non-official newspapers may be more likely to engage in firm-specific 

reporting than official newspapers
• increase readership through investigative reports 
• cater to the covered firms
• non-official newspapers may be more inclined to report on factors behind the 

recent stock price or earnings performance of individual firms

Official newspapers enjoy a close relationship with their sponsoring 
governmental agencies and party units. 

• Conduits for conveying political opinions and policy-related information to the 
market.

• Official newspapers are also likely to have greater access to economic data, more 
likely to cover political events, and more likely to frame corporate news in the 
broader political context
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Hypothesis

• H1: The relative amount of industry and market-wide 
information contained in official newspaper articles is 
significantly more than the relative amount of industry and 
market-level information contained in non-official 
newspapers’ articles.

• H2: Official newspaper’s coverage of the listed firm is more 
positively associated with stock return synchronicity over 
the year than that of non-official newspapers.
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Data and Sample

• Wisenews, a commercial database of domestic Chinese language newspaper 
and magazine articles

• Search through trading name of each listed company
• Rely on machine learning processes to clean the crawled news articles which 

are not related to the company due to ambiguity in the firm’s name
• Keep articles published in official newspapers and non-official business 

newspapers
• All the technical service was provided by DataGo Ltd. 
• Final sample:
2,777,103 unique corporate news articles
3,103 unique domestic listed companies
100 unique newspapers
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Data and Sample
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Test for H1: Information at industry, 
market or firm level
• Decomposition
Following Liu (2011), we decompose the move in stock 

price to three components driven by industry, market and 
firm information. 
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Market-Wide Information 

Industry-wide information

Firm Specific Information



Test for H1: information at industry, 
market or firm level
• Comovement with industry
Propensity of moving in the same direction as that of  

industry return
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Test of H2: Impact on synchronicity
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Synchronicity=log(R2/1-R2)
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Role of Hierarchy of Official Newspapers
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During National Congress of CCP
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Xi took a visit to CCTV (China Central TV) on 
Feb 19, 2016.

CCTV carries the 
last name of the 

Party, being 
absolutely loyal 
(to the Party). 
Please take an 

inspection. 
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Policy Shock

• All economic policies (52,000 between 2000-2017) 
issued by Chinese governmental units from the China 
Industrial Policy website
Introduced by central government agencies
Matched into specific industry or treated as macro policy. 
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Content of News Articles
---Industry and Market Content
• Latent Dirichlet Allocation (LDA)==> 400 Topics
Industry topics (64): the topic contained in more than  

20% all articles covering firms in a two-digit industry
Market topics (68): top 20% topics regarding the number 

of firms covered by the topic
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Industry and market content: 
The weight on the industry and market topics in the news article
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Official  Newspaper: TCL

Non-Official: TCL



• Count the frequency that an article mentions industry 
names. 

• Our dictionary of industry names are defined based 
on the Guidelines for Industry Classification of Listed 
Companies (2013 revision) as published by the China 
Securities Regulatory Commission (CSRC).
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Content of News Articles
--Industry Count
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Additional test

• Articles published around corporate earnings 
announcements

• Restricted samples:
articles published in newspapers that appear throughout 

our entire sample period and 
articles published only newspapers domiciled in China’s 

three tier 1 cities (Beijing, Guangzhou, and Shanghai)
• Focus on novel articles
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Conclusion

• Prior research argues and finds that corporate news 
articles published by official newspapers in China are 
biased, provide less information to the capital 
markets, and fail to serve an important corporate 
governance role. 

• Our paper provides the first evidence to suggest that 
China’s official newspapers may serve a different and 
complimentary informational role than that played by 
non-official newspapers in China’s market economy.
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