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News and Stock Prices:
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Le a k age? Tradmg Day Relatnve to Story Release

Momentum? Figure 3. Firms’ Valuations around Positive and Negative News Stories. In this
figure, we graph a firm’s abnormal event retums from 10 trading days preceding a news
story’s release to 10 trading davs following its release. All news stories focus on S&P
500 firms and come from either Dow Jones News Service or The Wall Street Journal
between 1980 and 2004 inclusive.




Return in excess of SPY (BPs)

Same Basic Situation: 2003-2008
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Filters: S&P1500 2003-2008; Intensity>=5; Sentiment=All+ or All-
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Return in excess of SPY (BPs)
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Filters: S&P1500 2003-2008; Intensity>=5; Sentiment=All+ or All-
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The Science of Finding Alpha in News
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ANews Analytics
I Simple
Alntensity i number of stories, unique stories, alerts
I Sophisticated
ARelevance i how strong a match to a stock
ASentiment i positive/neutral/negative news

A Atomic News Events
I Single news items

AAggregate News Events
I Sets of news items



NEWSSCOPE SENTIMENT ANALYTICS
EQUITIES SAMPLE DATA
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Descriptive
Statistics

The big picture

Eagle Nebula, NASA Hubble image



Increasing news volume for US stocks

# of items
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Increasing number of news items per stock

Average # of tems

All RICs: Average number of items of each type per ric, per month
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Increasing breadth of coverage

# of RICs
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Increasing depth of coverage (items/stock)

Average # of tems

S&P1500: Average number of items of each type per ric, per month
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Net Sentiment 2003-2009
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Event Studies

A Systematic Screening for Relationships
I NewsScope Sentiment Analytics
I Stock Returns

A Time Period: 2003 i 2008
A Universe: Approximate contemporaneous SP1500
A TRBC (TR Business Classification Sectors)

A Return interval
I These studies look at midterm returns: days to months
I Amenable to large position building 7 slow(er) alpha

AARPure newso signal s
I Normally combined with other

16
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Return in excess of SPY (BPs)
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Filters: S&P1500 2003-2008; Intensity>=5; Sentiment=All+ or All-

200
|

100

9 BPs (473 signals)
95%C| = [-600 to 1954]

—

-100

-200

—— - Forecast w/ leakage
--- event date

=== Realizable — Forecast

-300
L

— + Forecast w/ leakage

Realizable + Forecast 76!
%Cl = [-2444 to 10986]

-53 BPs (765 signals) _ B

I
]
I
t
-4 -2 0 2 4 3] 8

Days Since Event Date

17




News Analytics

A Intensity
I How much news on in particular time period
I Thresholds: 1 or 2 unique news items per day minimum

A Relevance
I How much the article is about a particular company
I >=.6
A Sentiment
I Probability that a story is positive, negative or neutral in tone
I Average daily sentiment in top 5% or 10%

A Novelty:
I How often has a story with similar text to this one appeared?
I Linked Count=0
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Aggregating, Scaling & Filtering News Analytics
A Absolute thresholds
I How much news on in particular time period

I Thresholds: 1 or 2 unique news items per day minimum

A Relevance
I How much the article is about a particular company
I >=.6
A Sentiment
I Probability that a story is positive, negative or neutral in tone
I Average daily sentiment in top 5% or 10%

A Novelty:
I How often has a story with similar text to this one appeared?
I Linked Count=0
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Event Study Result Highlights

A Good results for the full S&P1500 index.

AChanges in traffic/sentiment thresholds show
expected effects

AThe best sectors are:
| Basic Materials
- Cyclicals
- Financials

|
|
|
I Industrials
I Non-Cyclicals
|

I Technology



Returns in Excess of SPY (BPs)

Full S&P1500: SENTIMENT ANALYTICS

Event Study
S&P1500 2003-2008, >=1 item, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Returns in Excess of SPY (BPs)

Full S&P1500: SENTIMENT ANALYTICS

Event Study

S&P1500 2003-2008, >=2 items, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0

Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Returns in Excess of XLB (BPSs)

Basic Materials: SENTIMENT ANALYTICS
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Event Study

BASIC MAT (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0

Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Returns in Excess of SPY (BPs)

Basic Materials: SENTIMENT ANALYTICS
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Event Study
BASIC MAT (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 95" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Cyclicals: SENTIMENT ANALYTICS
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Event Study

CYCLICALS (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Financials: SENTIMENT ANALYTICS

Event Study
FINANCIALS (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0

Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Financials: SENTIMENT ANALYTICS

Event Study
FINANCIALS (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 95" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Healthcare: SENTIMENT ANALYTICS

Event Study

HEALTHCARE (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST i 3:30pm EST,; Position initiated at close

100
]
]
|
n

\

L

/ Items threshold | Percentile Excess Return (BPs) | No. of Signals

1 90 37 5856
2 90 56 1126

/

40
1

2
1

Returns in Excess of SPY (BPSs)

=20
!

T T T T
o 5 10 15

Days Since Event Date



Healthcare: SENTIMENT ANALYTICS

Event Study
HEALTHCARE (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 95" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Industrials: SENTIMENT ANALYTICS

Event Study
INDUSTRIAL (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Industrials: SENTIMENT ANALYTICS

Event Study

INDUSTRIAL (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 95" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Non-cyclicals: SENTIMENT ANALYTICS

Event Study

NON-CYC (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 90" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST i 3:30pm EST,; Position initiated at close
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Non-cyclicals: SENTIMENT ANALYTICS

Event Study
NON-CYC (S&P1500) 2003-2008, >=2 items, P(POS) & P(NEG) in 95" percentile, linked counts 1-5=0
Aggregation window: 3:30pm EST T 3:30pm EST; Position initiated at close
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Information Visualization

©ccccc00000c000000000000000000

@drte f(’gumﬁue 06 pectes, duccestives en Frommes be//e'(%mée,tj/;aufai;ivbw,[a, Campague de Russie 1812 ~1813.
Daessieypar . Nlimad J ) e Foutd er— Chanssiea e rebraite
et epedone Gintual 2 e Bt 35T ommbi 39,

Leo monbees 2'h s présouts 4 présenté fwlko/lwn;am s goues colovécs & naison ' willlimelice powe dicc willle foowmes ; ifs om— de plus éorith on teavers
3es 5«;‘1:6 5 L//Zouﬂv acsiquefes Prommes quiventiews—en «.met/, fe Mi/(/ceu«,qwi/ eudottem—o Les nomsei enld ¢1wi, om—dewis & dvesoer fa cante. am-él’c'/rw;dt’d_/
daus koo owviages ae- NI Chiers, deelegur; de Fezendac; de Chambray aife journal inidis—se Jacoly phaumacion-de ' Oteée depuis fe 28 Octobee.

go%udcuxfu&«p”wbl’ajﬂsz it Bcl’aam&/}d" voupy ,1 y‘coq” ou Lrince Jerome—er—du Maréchal Davoust q ¢ i ke dltachés swe Nlnsk

aNobilow u/om-uJoWW Ouscha au Witehsk., avaiews-torjouss wanche owcc//llaml'L/

MosSCoUu

o

o®

100.009

o

22.000 5
k4 Zarantino
Cloubokoe
& %,
. % jarosewli
3
Wilra
Smorgoni
.
g g
« ; § '/o/u’lw $ Licues communes de France (Carto de M de Fotensac)
8 & e R4 )
Studi
HMohilow
Winsk
TABLEAU CRAPHIQUE de|la températute en degié, 41 thermométre de Réaumur au dessous de zéro.
Zérole 188"
J— Pluie 24 8% s
Zes Cosagues passent au galop - - uie 24 .
le Nidmen gele. —1% = 2500, P
20
750 le 28 9 —2f le 14 9" 25
bre J
PO z """”;:"”% b X 0 dgrés
— 30 le 6 X"

Autog. par Regnier, 8. Pas. 5% Marie S*G%™d Paris.

T Ltk Regnien et Dourdet



Refining filters using event/news visualization

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

A Spotfire Event Study Explorer
I Interactive Exploratory Data Analysis and Drill-down

A Selection parameters
I Period, Sector, Capitalization, Price Change

ADrill down to news content
I Basis for focused NLP filtering

AEvent studies on steroids
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