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“Is stock market a sideshow?”

 Yes, since no capital in/out of firms

 No, real effects stemming from the informational 

role of market :

 Incentive channel: Pay for performance 

 Financing channel: Reduces financing costs

 Learning channel: Managerial learning

 See Bond, Edmans, and Goldstein (2012) 
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Learning channel: 

Insider learning from outsiders

 Traditional theory: Insiders know everything 

 But what if outsiders collectively reveal 

information unknown to insiders via prices?

 Testing framework of learning from prices

 Investment sensitivity to Q 

 When managers are learning → Investment-price 

sensitivity ↑

 M&A deals

 Negative M&A announcement returns →Withdraw deals
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The current evidence

 Infer from: price informativeness ↑ → learning ↑

 Price nonsynchronicity/probability of informed 

trading (Chen, Goldstein, and Jiang, 2007)

 Cross-listing (Foucault and Frésard, 2012)

 Reg SHO Pilot Program (Lin, Liu, and Sun, 2019)

 EDGAR (Bird et al., 2021; Goldstein et al., 2023)

 Tick Size Pilot Program (Ye, Zheng, and Zhu, 2023) 

 M&A deal withdraws 

 Negative announcement return (Luo, 2005)

 Negative social media (Cookson et al., 2023)
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The novelty of our paper

 However, price informativeness     learning

 Can we have a measure that better resembles 

learning?

 Yes, use corporate news consumption as a proxy 

for one type of managerial learning activities

 A firm’s reading of corporate news ↑ → Learning 

is taking place → investment-price sensitivity ↑

 That is, firm reads the news to decode the noisy

information in the price.
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Main findings

 Learning: reading news about own firms

 Reading ↑ → investment-Q sensitivity ↑

 Not proxy for insider information, analyst 

information, or corporate news supply 

 Which types of news reading matter?

 HQ reading 

 Own > peers

 Negative news
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Corporate reading data

 “The Data Partner” is a data analytics company 

 “Event-level”: Instances of page visits by firms

 Timestamp / reader (company) / URL being 

read

 Mapped to RavenPack news data to identify 

which firm reads what news

 Sample period is from 2017-11 to 2021-07
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Corporate reading news from 

major financial publishers
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• 1 billion+ events per day

• Many household names 

in media as well as less 

well known sites

• 100 millions events from 

these major financial 

publishers 

Publisher A

(participating)
Visitor 1

Publisher B

(participating)

Data Vendor

Visitor → firm Content → topic

Publisher C

Visitor 2

Visitor 3



Browser 

ID

Domain IP address Website Time Loc. User agent

AK hku.hk 147.8.113.XXX https://wallstreetnews.xyz/what_is_

workfromhome/

2/10/2023, 

9:50am

HKU “google 

chrome 

laptop”

AK hku.hk 147.8.113.XXX https://randomeconwebsitesxyz/wh

at_is_`identification`/

2/10/2023, 

10:30am

HKU “google 

chrome PC”

AK hku.hk 147.8.113.XXX https://healthline.xyz/how_much_co

ffee_is_overdose/

2/10/2023, 

11:25am

HKU “google 

chrome PC”

…

TC hku.hk 147.8.113.XXX https://golf.xyz/how_to_say_no_to_a

nnoying_colleagues_for_golf_unverifi

able_ankle_injury

2/10/2023, 

8:01am

HKU “iPhone via 

Porsche 

Carplay”

TC hku.hk 147.8.113.XXX https://theonepercent.xyz/which_m

ake_happier?_two_porsche_or_one_

porsche_plus_airplane/

2/10/2023, 

8:25am

HKU “safari mac”

• This is a stylized example

• Users are anonymous and never identifiable in the data

• Reading data: website visited; timestamp of access; content of article 

• Meta data: Domain (company user works for); IP address; approximate 

location. 

https://times.xyz/how_to_present_paper/
https://wallstreetnews.xyz/what_is_workfromhome/
https://times.xyz/how_to_present_paper/
https://corpfinanceforassetpricers.xyz/what_is_%60identification%60/
https://webmd.xyz/how_much_coffee_is_overdose/
https://golf.xyz/how_to_say_no_to_annoying_colleagues_for_golf_unverifiable_ankle_injury
https://theonepercent.xyz/which_make_happier?_two_porsche_or_one_porsche_plus_airplane/


Join news headline to reading events
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BREAKING: Elon Musk unveils 

flying super-soldier suit,

solar-powered and has

Chat bot named JARVIS 

Ravenpack

Elon Musk unveils 

flying super-soldier 

suit, solar-powered 

and has chatbot 

named JARVIS 

Web Event dataset
Fuzzy or Exact 

Match on Best 

Headline/Time Match

Firm Topic Date Count

Tesla Tesla 2020-01-05 1

Apple Tesla 2020-01-05 2

GM Tesla 2020-01-05 1

HKU Tesla 2020-01-05 1

Result: count firms self-reading

Dailynews.com



Construction of corporate reading

 𝑅𝑒𝑎𝑑𝑖𝑛𝑔𝑖,𝑡−1
 ReadOwnNews

 Reading news mentioning own company

 𝑅𝑒𝑎𝑑𝑂𝑤𝑛𝑁𝑒𝑤𝑠 = log 1000 ×
𝑁𝑅𝑒𝑎𝑑𝑂𝑤𝑛𝑁𝑒𝑤𝑠

𝐴𝑇𝑄
+ 1

 ReadPeerNews

 Reading news mentioning TNIC3 peers

 Textual Network Industry Classifications database (Hoberg and 
Phillips, 2016)

 Textual similarity of 10K reports

 Like SIC 3-digit

 ReadMacroNews

 Reading news mentioning non-company entities
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Sample firm selection process 
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Main regression

 Expenditure is either R&D or R&D + CAPX.

 We expect 𝛽1 to be positive that corporate 

news reading helps managerial learning.

 We expect 𝛽3 to be positive, which captures 

other forms of managerial learning or 

financial constraints. 
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Main regression

 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑖,𝑡−1
 Cash flow

 1/asset: common denominator

 Insider: volume share of insider trading

 Analyst: log(Number of analysts + 1)

 Earnings forecast / price target / recommendation

 News Supply: number of news mentioning the 

firm, normalized
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Summary statistics: News

18



Summary statistics: Firms
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Main result



Robustness checks

 Our results are robust to

 Controlling for insiders’ or analysts’ information set

 Controlling for the news supply (#articles)

 Replacing Missing R&D with the industry average

 Controlling for the financial constraints

 Using intangible investment (R&D plus 30% of 

SG&A, Peters and Taylor, 2017) as the dependent 

variable and total Q as the independent variable
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Intangible Investment and Total Q 
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Additional tests

 News reading from IPs close by the HQs drives 

the results

 Some evidence of learning from reading peers’ 

news

 Managers learn from negative news

 Managers learn from full-length articles, not 

press releases or news flashes

 Industry leaders, in terms of sales, learn less
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Conclusion

 We provide a new measure, based on 

corporate news consumption, that resembles 

managerial learning.

 Higher corporate news consumption, stronger 

investment sensitivity to Q.

 Robustness checks and additional analyses 

corroborate that reading news help managers 

to decode noisy signals in the stock prices.
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