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Novel Empirical Findings

In China:

• Stock market run-up of 42 bp 

in two days before several 

types of economy related top 

political meetings from 2009 

to 2022



Heightened Uncertainty (E-day -7 to -4)



Institutional Trading

• Large trade imbalance is negative 

during the accumulation period 

and positive in the last two days 

before announcements

• Results are driven by high 

uncertainty announcements



Other Interesting Results

• No run-up before macro or monetary policy (M2) announcements

• Significant run-up in SMB before M2

• No significant run-up before 2009 but the pre-announcement return 
predicts post-announcement return

• Post 2009, pre-announcement return positively predicts post-
announcement return in low uncertainty regime

• A strong relation between institutional trading and Baidu search of the 
government meetings



Contributions

• The results support the theory of heightened uncertainty of Hu et al. 
(2022) – variance risk premium realizes before announcements after 
investors acquire information about the state of risk

• Brunnermeier et al. (2022): government interventions stabilize the 
market when noise trader risk is high. In turn, investors may view 
government policy information more important than fundamentals. 
This contrasts the market focus on central bank and macro 
announcements in the US – Chinese investors care more about 
government meetings than macro announcements



Comment 1: Missing Post-event Risk Premium



A Closer Look
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Missing Premium Post M2

• Guo, Jia, and Sun (2023) find a run-
up before M2 announcements, but 
no risk premium after the 
announcement

• The run-up comes from late 
announcements in a month

Early in the month Late in the month



Comment 2: Risk Identification

• Weak identification:

• Institutional trading directly affects this measure of uncertainty (volatility) -- a 
missing variable problem about other trading motivations

• Should investors care about non-econ meetings?

• Culture, Military, Society, Agriculture, Rural affairs

• Table 2 suggests only Politburo Econ has some results. Why include 
the others?



Comment 3: Sample Period

• Brunnermeier et al. (2022) -- governments become more centric when 
noise trader risk is high. Structural break in 2009?

• Main sample should be 1998 – 2024



Comment 4: Resolution of Uncertainty

• Investors acquire information about risk level (proxied by Baidu search)

• For high uncertainty events, the uncertainty fully resolves before the event

• An alternative is information leakage

• These are well rehearsed events

• M2 leakage



A Case Study of Politburo Meeting 2024.9.26



Comment 5: China vs. US

• Talking about government interventions:





Minute-by-minute Emini S&P 500 Dynamics



Abnormal Activity at 13:02

Histograms of 1-minute volume and OIB from Jan 2 to Apr 9 (before 13:19) 
during active hours



Abnormal Activities Across Asset Classes
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