Accepted Manuscript

RESEARCH IN
INTERNATIONAL

Title: How Do Stocks React to Extreme Market Events?
Evidence from Brazil

Authors: Pedro Piccoli, Mo Chaudhury, Alceu Souza

PII: S0275-5319(17)30471-3

DOI: http://dx.doi.org/doi:10.1016/j.ribaf.2017.07.166
Reference: RIBAF 856

To appear in: Research in International Business and Finance
Received date: 20-4-2016

Revised date: 13-10-2016

Accepted date: 6-7-2017

Please cite this article as: Piccoli, Pedro, Chaudhury, Mo, Souza, Alceu, How Do Stocks
React to Extreme Market Events? Evidence from Brazil.Research in International
Business and Finance http://dx.doi.org/10.1016/j.ribaf.2017.07.166

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/doi:10.1016/j.ribaf.2017.07.166
http://dx.doi.org/10.1016/j.ribaf.2017.07.166

How Do Stocks React to Extreme Market Events?

Evidence from Braazil

Pedro Piccolit, Mo Chaudhury? and Alceu Souza®

ABSTRACT

This paper studies the short-term (21 trading days) behavior of Brazilian stocks in the event of
extreme movements in the Brazilian market index. Using cumulative abnormal returns, we find
that stocks tend to overreact after both positive and negative events, as well as global and domestic
shocks. Interestingly, this behavior is particularly intense when the events are not clustered. This
counterintuitive finding can be explained by the Contrast Hypothesis, since shocks during calm
circumstances can be viewed by investors as more surprising. In fact, when we split events
according to market volatility, we document a stronger overreaction when volatility is low.
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