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The Effect of Portal Search Intensity on Stock Price Crash
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ABSTRACT

Recent studies focus on the role of investor attention and transparency in stock-related
information in explaining stock return and trading volume. Moreover, recent literatures
predict that firm opacity will increase the likelihood of future stock price crashes. In this
paper, we investigate, using Naver Trend, the relation between portal search intensity and
stock price crash. Using various alternative measures of stock price crash risk and search
intensity, we demonstrate that stocks with larger volume of portal search are less likely
to experience stock price crashes. These results are consistent with our hypothesis that
accumulated firm opacity cause future stock price crash. Finally, our results still hold even
after we control for the potential effect of endogeneity in the regression specifications.
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(Table 1) Frequency of Crash Weeks

Crashes in the | Numbers of | Percent of
firm-year Obs. sample
0 4,585 8851
1 585 11.29
2 10 0.19
Total 5,180 100
<Table 1>°l|4] ¥3= nio} o], 4T <l
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(Table 2) Return in Crash Weeks(CRASH=1) Versus all other Weeks(CRASH=0)

firm returns Market returns
CRASH Freq. Mean Median Std. Dev. Mean Median Std. Dev.
1 1245 -26.0916 -23.08 15.66004 -6.05514 -5.11 7.590874
0 654,812 0.413695 0.00 9.054845 0.238914 0.32 3.822532
Total 656,057 0.36339% 0.00 9.144961 0.22697 0.32 3.842957




160 S=HAAY G A #2248 A|2%

(Table 3) Yearly Distribution of Variables

year Freq. CRASH NCSKEW DUVOL avgintense maxintense
2007 620 0.109677 -1.3546 0.555481 16.26186 39.33177
2008 633 0.344392 -1.28106 0.646962 15.77914 36.54186
2009 641 0.056162 -1.31338 0.560732 18.45025 4512652
2010 635 0.070866 -1.01751 0.583437 18.80086 48.29874
2011 652 0.07362 -1.18163 0.574105 18.00745 46.43681
2012 666 0.105105 -1.02484 0.595945 17.03413 44.02808
2013 665 0.061654 -0.89625 0.591777 15.89069 42.94105
2014 663 0.103293 -0.96869 0.620065 16.66646 4513443
Total 5180 0.114865 -1.12641 0591272 17.10846 4351691
GG VA AoE BEAT FhFE] WY R S EE] Wstel MEHo| {23
S e AWAL 7175 A%E #4582 e Aoz audd,
B AT EQ Haro] 27 041%9)F 024% <Table 3> F7haet 9139 Al W
2 Rudth 5T vk I 3k 7kx| 9] ARES CRASH, NCSKEW, DUVOL¥} ylo]s] 24
F7harete] wASE A7) o] FEHATE Ak AEe] 7 Rge gg AR FAE Kol
2l 7Bl mlsl fFeofabAl Ak Aol o= Ik FrhaEe] wAlS BojF= CRASH
F7haere] WA A, FAF)E HEA o] A%, w5171 717k 20070l A 20091 ol
o j$ Atk AL elvisked], ole FkE kg 2 ghg Bolw glom, DUVOLY F%e
ol AT A4 FIEY RI} dEoE 1 L0080l 7Hd gk 2t Ao E wEEr:
nelg zke PEHE 2 HuA SaAes olof Hlsl, vlolW HAZF L] 7 W= 2007
(Table 4) Descriptive Statistics
Variable Obs. Mean Std. Dev. Q1 Median Q3
CRASH 5180 0.114865 0.31889 0 0 0
NCSKEW 5180 -1.12641 0.86719 -1.71762 -1.40417 -0.79533
DUVOL 5180 0.591272 0.38435 0.334278 0.58401 0.85174
avgintense 5180 17.10846 13.53332 6.461321 14.27612 24.8057
maxintense 5180 4351691 32.62836 15.7 37 69
dturnover 5180 -0.00466 0.418405 -0.05482 -0.00427 0.03344
avgret 5180 0.243621 1.081509 -0.318 0.197404 0.78543
sigma 5180 6.544737 3.406447 4.31693 5.762982 7.864766
mktcap 5180 1.246662 6.594087 0.050993 0.120469 0.414054
mbratio 5180 1.302308 4.194941 054782 0.85548 1.383606
lev 5180 0.448253 0.251139 0.27446 0.442984 0.5839%1
roa 5180 0.013865 0.150308 0.001803 0.029183 0.065109
Incskew 5180 -1.15003 0.853465 -1.72736 -1.43075 -0.82279
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<Table 4> A ¥g5 HsLE9 QoF Ql FE HEAS BHoFe Aot
EAleke maeh glek o A vjs) o] A, volw FAREE Yehis T ug
19 &9k 13 ol o] TS s 12 £ (avgintense, maxintense) 03 100 Alo] 9|
o] A9l 11.49%¢°] o2+ o= e, ez AEd, Aadoze 747 1711
stet7) 7k As7|ke] FolEe] WEA vl 7} 43529] e 2t FoR YEgon #2
(Table 5) Pairwise Correlation

CRASH | NCSKEW | DUVOL | avg intense |max intense| dturnover avgret
CRASH 1
NCSKEW 0.0524" 1
DUVOL 0.0669" 0.6431" 1
avgintense -0.0141 0.0562" 0.0466" 1
maxintense -0.0172 -0.0422° -0.0458" 0.7222" 1
dturnover -0.0424" -0.0908" -0.0358" 0.0993" 0.1956" 1
avgret -0.2072" -0.1098" -0.0632" 0.0632" 0.1160" 0.2513" 1
sigma 0.0003 -04311° -0.1670" -0.0367" 0.1189" 0.3343" 0.0803"
mktcap -0.0331" 0.0789" 0.0794" 0.0802" 0.0415" -0.0012 0
mbratio -0.0264 -0.0508" -0.025 0.0091 0.0253 -0.0177 -0.0187
lev 0.0133 -0.1491" -0.0453" -0.0775" -0.01 0.0416 -0.2012°
roa -0.0226 0.1220° 0.0866" 0.0826" 0.0082 -0.0803" 0.2401"
Incskew 0.0128 0.1705" 0.0125 0.0750" 0.0409" 0.0703" 0.0429"

sigma mktcap mbratio lev roa Incskew

CRASH
NCSKEW
DUVOL
avgintense
maxintense
dturnover
avgret
sigma 1
mktcap -0.0773" 1
mbratio 0.1232" 0.0255 1
lev 0.3446" -0.0444" 0.0706" 1
roa -0.3642" 0.0788° -0.1518" -0.3985" 1
Incskew -0.2446" 0.0620° -0.0476" -0.1321" 0.1010" 1
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<Table 5>l A Hi= njo} o] F7i3e} 919 FEst F7HEE 98 ko] #AS BA g o)
S ZAs= A W9 CRASH, NCSKEW, ol AL v MFE] JFS SAIS
DUVOL2 A2 {2t (+)9] AaaA7} 2 A 37| wliel 35 e AIE Al g
ek dlo A4 s Uehls F HrES <Table 6> F7FF2 9189 Al 7kA W
(Table 6) Regression Results
1) 2) 3) (4) () (6)
VARIABLES | CRASH CRASH NCSKEW | NCSKEW DUVOL DUVOL
vgintense -0.0223™" -0.0036™ -0.0006
g [-3212] [-2.454] [-0.778]
eintense -0.0021 -0.0011" -0.0009™"
axinten [-1.072] [-2919] [-4.125]
dturmover -0.2229 -0.2273 0.1631" 0.1656™ 00455 0.0507"
[-1.306] [-1.350] [6.353] [6520] [2.679] [3.040]
S 08977 | 09102 | 00608 | 00601 | 00259 | -0.0246™"
g [-13.675] [-13.664] [-6.170] [-6.075] [-3.734] [-3574]
T 0.1083" 00994 | -01102"" | -0.1094™" | 00181 | -0.0160""
& [4.622] [4.192] [-18.602] [-18.277] [-6.024] [-5.278]
ke -0.0659 -0.0784 0.0052" 0.0055" 0.0019 0.0022
D [-0.808] [-0.962] [1.736] [1.813] [1.027] [1.117]
. -0.0210 -0.0173 -0.0012 -0.0011 -0.0037 | -0.0036""
[-0.959] [-0.784] [-0.886] [-0.854] [-4.308] [-4.181]
oy ~1.0393™" | -1.05917" 0.0865 0.0862 -0.0307 -0.0358
[-2.999] [-3.070] [1.143] [1.148] [-0.629] [-0.738]
ron -0.4774 -0.5144 -0.1113 -0.1301 0.0300 0.0197
[-0.913] [-0.976] [-1.308] [-1535] [0511] [0.339]
Ineskew 0.0205 0.0326 -009%3™ | 00935 | 00599 | -0.0602""
' [0.331] [0.530] [-6.108] [-6.064] [-9.083] [-9.309]
Constant 04799 | -0.4962" 06728 06878
[-8.401] [-9.114] [21.749] [23.418]
Obs. 3075 3075 5,180 5,180 5,180 5,180
R-squared 0.136 0.136 0.037 0.041
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(Table 7) Dynamic Panel Regression

(1) @) 3) )
VARIABLES NCSKEW NCSKEW DUVOL DUVOL
infonse ~0.0060"" ~0.0019
avernten [-2.417] [-1577]
R ~0.0012" ~0.0010°"
axinten [-2.006] [-3.723]
i 0.1591° 0.1558" 0.0500° 0,053
HIOver [4.131] [4,043] [2,699] [2.919]
. -0.0623° ~0.0629°" ~0.0403° ~0,0381°"
e [-4.055] [-4.090] [-5.434] [-5.158]
. ~0.1091°" ~0.1089°" ~0.0160°" 00143
sigtma [-15.876] [-15.755] [-4771] [-4.256]
e 0.0119 0.0115 0.0038 0.0044
P [1.235] [1.185] [0.818] [0.948]
bratio 0.0048 0.0046 ~0.0028 ~0.0029
[0.613] [0.586] [-0.746] [-0.761]
. 0.1672 0.1666 0.0292 0.0218
[0.977] [0.973] [0.352] [0.265]
. ~0.0946 ~0.1131 0.0910 0.0682
[-0.554] [-0.660] [1.107] [0.831]
S ~0.0120 ~0.0094
' [-0.496] [-0.386]
~0.0103 ~0.0165
Lol [-0.405] [-0.650]
Constant ~0.3832° 04324 0.7288" 0.7366"
nstan [-4.001] [-4.854] [15.619] [16.703]
Obs. 3723 3723 3723 3723
<Table 7>& %4 39 GMM 28 & o] & 6. 2% 2 5 ol ukek
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