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Abstract

This study attempts to estimate the impact of mggats events organization on the stock
market. For this purpose, there were selected sgperting events taking place in the World
Cup and European Football Championships and surametiwinter Olympic Games. Next
their impact on national equity markets represenbgdthe major stock indices was
determined. The study was conducted in two perad®search, ie the date of publication

decision to hold an event and during the evenlfitse
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1. INTRODUCTION

The implications of mega sports events for the wig@a’'s economy remain virtually
unexplored in Poland. The fact that our countrys veatrusted with organising the 2012
European Football Championship spurred interesthénissue. In the course of preparations
to the event many doubts have arisen as to thalamist-benefit balance affecting the hosting
country. An attempt at arriving at the naggingsiiom, i.e.: ,Is organisation of such a large
event profitable from the economic point of view&’hindered by the specificity of events of
the kind. This specificity is due not only to thege scale of the projects pursued, but also to
the long-term impact on the organiser’s economigtching long beyond the several-year
period of preparations.

The economic impact of mega sports events candwed from different perspectives. The
most frequently indicated factors include changethe GDP of the hosting country or region,
changes in the labour market, development or upggaof the infrastructure, and trends in

the area of the tourist flow volumésThe channels of impact from such huge events are,

! R. Cashmann, The bitter-sweet awakening. The yeghthe Sydney 2000 Olympic Games, Sydney, Waiks® 2005; J. Wasilczuk,
Wptyw duzych wydarzé sportowych na gospodark aspekty teoretyczne [w:] N. Daszkiewicz, J. Wasik, Euro 2012. Czy mata firma
na Pomorzu me zysk&?, Wydawnictwo Politechniki Gdakiej, Gdask 2010, s.10-12.



however, far more numerous and include: publicjtipal, and cultural life, information,
education, sport, and psychological aspécfEhe research reported in this study focused on
mutual relations between mega sports events andapigal, particularly equity, markets in
the organising states. Hypothetically, the reactibthe financial markets is strictly linked to
the business anticipated in the countries/citieparng for holding a mega sports evént.
Since impact in this case translates to developmoktite event venues, it should be positive
in nature. Consequently, organisation of megatsparents should trigger an increase in the

stock prices and the stock market indices in thet bountries.

2. THE EXISTING RESEARCH ON THE IMPACT OF MEGA SPORTS EVENTS ON
THE FINANCIAL MARKETSOF THE HOST COUNTRIES

Few studies in the world literature on the topickta the issue of the mutual dependencies
between organisation of a mega sports event anditbacial market in the respective
country. Only several authors have dealt with i#sue so far, each proposing a slightly
different study concept. Browsing through the afa# literature it is far easier to come
across attempted assessment of the effects theiacew selection of the event venue had on
the financial markets than the impact of the evesaif whilst it was staged. Moreover, one
can notice a clear distinction between analysesngfle events and those of a whole group of
sports events. For instance, Veraros and otheatysed the impact of the announced
selection of the country to host the 2004 SummemPic Games on the equities markets in
the candidate statésTheir research focused on Greece, ultimatelycssdethe host country,
and lItaly, which lost in the competition. The auth@onfirmed a positive impact of the
selection on the Greek market, especially the coasbn and industrial sectors. Meanwhile,
they did not observe any major impact thereof @Mhlan stock exchange.

Not always, however, does the selection of the hosntry trigger a positive response from
the financial markets. Berman and others analykedreaction of the Australian stock
exchange to the results of the competition fordtmntry to host the Summer Olympic Games

in 2000° They research did not lead them to identifying abvious impact of the verdict on

2. Wasilczuk, K. Zawadzki, Euro 2012. Czy ten mexzna wygr&?, Cedewu, Warszawa 2011, s.18-19.

% C.D.Dick, Q. Wang, The Economic Impact of Olym@ames: Evidence of Stock Markets, Centre for Etanpgconomic Research,
Discussion Paper No 08-060, s.2.

4 N. Veraros, E. Kasimati, P. Dawson, (2004). The2®lympic Games announcement and its effect onAthens and Milan stock
exchangesApplied Economics Letters, No 11, 749-753.

® G. Berman, R. Brooks, S. Davidson, (2000). ThenBydOlympic Games announcement and Australian stuiket reactionApplied
Economics Letters, No. 7, 781-784.



the broad market index. A marginal positive reactivas limited to selected sectors of the
economy, primarily construction and services.

Martins and Serra, on the other hand, conductedngrehensive research comprising four
mega sports events.Apart from the Summer Olympics, they included iter Olympic
Games, and the World and European Football Charspips in the sphere of their interest.
When studying the financial markets of the candidatuntries competing for organisation of
mega sports events they found that the latter'gipeseffects (in the case of the winner) and
negative effects (in the case of the loser) infeatiif the actual selection (or failure) of the
candidate was less perdictable.

The observation was confirmed by Mirman and Shamia assessed the reaction of the
financial markets to the selection or rejection thé candidate country competing for
organisation of the Summer and Winter Olympic Garhekl in the years 1996-2010.
Moreover, they proved a negative impact of the &fif@lympics organisation on the stock

market of the organising state, while the scalenpiact for the summer event was negligible.
3. DESCRIPTION OF THE RESEARCH CONCEPT

Planning the research we selected events of ghaade, particularly:
- Summer Olympic Games (SOG),

- Winter Olympic Games (WOG),

- World Football Championships (FIFA),

- European Football Championships (EURO).

The analyses comprised seven mega sports everdasiggd over the years 2004-2010 in
eight countries of Asia, Europe, and Northern Aweeri In each case the most recognised
stock market index in the country was selecteduadasis (table 1).

Table 1. The key parameters of the analysed spueists

Place and year of the Organiser selection date Event date (1) Selected SM index
event (d)
Summer Olympic Games
Athens 2004 5 September 1997 13-29 August 2004 ATH
Beijing 2008 13 July 2001 8-24 August 2008 SSE

6 AM. Martins, A.P. Serra,(2007). Market impact ioternational sporting and cultural events, WorkiRgpers 0720, International
Association of Sports Economists, http://www.hobss.edu/departments/economics/RePEc/spe/SerraMavtamketimpact.pdf of 10
September 2009.

" M. Mirman, and R. Sharma, (2008), Stock markettiea to Olympic Games announcement, Applied Ecdosrietters No 17(5): 463-
466.



Winter Olympic Games
Turin 2006 19 June 1999 10-26 February 2006 MIB
Vancouver 2010 2 July 2003 12-28 February 2010 FER/
World Football Championships
Germany 2006 | 7 July 2000 | 9June-9July 2006 | DAX
European Football Championships
Portugal 2004 12 October 1999 12 June - 4 Juli200 | PSI
Austria/Switzerland 12 December 2002 7-29 June 2008 ATX (Austria)
2008 SMI (Switzerland)

Source: Author’s own study.

The research was conducted for two key periods:
» the day the selected organiser was announced,fighisession days preceding the
moment and four session days following it (5+d+4),
» the duration of the event itself, plus five sessitays preceding it and five session
days following it (5+1+5).
As apparent from the above, the research focusedrieh time spans, extending slightly
beyond the date the hosting venue was selectedihentime of the event itself. This is
because based on the effective financial markettingsis one should assume that the prices
instantaneously reflect the information on the cel@ organiser, or the developments during
the event
The following three types of measurements werentaki¢éhin the above-indicated time spans:
» the percent change in the index against its lenehe previous session day,
» the deviation of the index value from its weeklyvimg average,
» the deviation gauged as the difference in the perdeanges in the specific index and
the major global stock market indices, the latepresented by the German DAX in
50% and the American S&P 500 in the other 50%. the case of the World
Championships held in Germany in 2006 the Germawgksexchange index was
replaced with the French CAC 40.
The purpose of such a methodological approach avarinate any misleading signals from
the trends in the global capital markets (the campas based on the mean values of the
major world indices) and speculative one-off indkrictuations (application of the moving
average).
The percent change in the index value against ekiel lof the previous session day was
calculated from the following formula:

8 X. Li, The Impact of Mega-Sporting Events on Stddarkets, Auckland University of Technology, Sche6lBusiness, Auckland 2007,
$.22-23.



where:

¥ - percent change in the index value,
a; — index value at the close of the day,
& — index value at the close of the previous day.

The method of calculating the deviation of the mdalue from the weekly moving average

was similar and based on the following formula:

5
=1

i =

5
where:

@ - arithmetic moving average for the session wéigk flays),
w; - the index values at the close of the conseciiweesession days preceding the specific
session day.

Gauging of the deviation of the stock market inttexhe organising state from the selected
two global indices served the purpose of compattiggsituation in the capital market in the
country organising the mega sports event versusithation in the global market. To that
aim the following relation was employed:

G=1—pu
where:
d - deviation in percent points between the indesthef organising country and the global

indices,
¥ - percent change in the index value in the orgamistate,

H — percent change in the values of the two selegkalolal indices, their shares adopted at
50% each.

4. THE FINDINGS

The findings are summed up in tables 2 and 3. Eveagh the announcement of the selected

event organiser should be anticipated to have @iymsmpact on the capital market of the



country, the results obtained are diverse. Ouhefeight analysed markets positive changes
in the indices on the announcement day were reddrdéur cases, the largest amounting to
1.45% in Germany. The most advantageous changesistock market index in the period
following the announcement date took place in Athevhere the average of the four session
dates was 1.66 % and the deviation from the averatgx level of the preceding week shot
up to 5.27%. Quite interesting conclusions ensoenfthe comparison of the deviations
recorded for individual stock market indices aghitite overall market situation. The
seemingly well responding indices look bleak agatins global market, and vice versa. Here,
Germany can serve as an example. Their index, téeggiy high positive deviations recorded
on the verdict announcement date, stood 0.18 gugerl than the average of the S&P500 and
CAC40 indices. On the other hand, the Swiss marklebse index reacted negatively to the
selection of the country to share in hosting theoE2008, placed itself relatively well against
the global indices.

Table 2. An overview of the changes in the value and deviations of the indices in the
countries organising mega sports events at the time the host country selection was

announced
country/city 0 w o
event year <d-5;d) d (d;d+4> | <d-5;d) d (d;d+4> | <d-5;d) d (d;d+4>

AVG AVG AVG AVG AVG AVG

Athens 2004 | -0.09 0.28 1.66 -0.4 0.16 5.27 -0/89620. 2.44

Beijing 2008 | -0.15] -0.19 -0.13 -0.78 -0.53 -0.y2 12. -0.83| 0.08

Vancouver -0.09 0.1 0.35 -0.67 0.11 0.67 -0.13 -12 -0)22
2010

Germany 2006 0.22 1.45 0.51 -0.3 1.57 118 0(04 18-0. 0.36

Switzerland | -0.42 | -0.53| -0.38 -1.8% -0.6f -0.39 0.08 0.98 0.1
2008

Austria 2008 013] 002 00% 076 056 0.88 0J3 521. 0.53

Portugal 2004 -0.14 -0.82 - - - 128 0.23

Turin 2006 0.2 - -0.19 -0.11 - 0.21 -0.49 - 0.3

Source: Author's own study based on the data puddison the following sites: www.stooq.pl, www.
forexpros.pl, and www. bolsapt.com.

A similar lack of a clear change orientation isaepd for the holding of the selected events.
One can find markets, which responded negativele¢oevent, and others, which reported a
growing trend. Standing out in the former groue tre indices of the Chinese and Austrian
stock exchanges, which experienced an evidentindairend, also against the situation in the
world markets. Remarkable in the latter groughes iesponse of the Toronto stock exchange,
though the increase recorded there was comparabiket changes observed in the stock

markets in the United States and Germany.



Table 3. An overview of the changes in the value and deviations of the indices in the
countries organising mega sports events at the time of holding the event in the host

country

country/city 9 w é
<I-5;1) | (I;145> | <I-5;1) I (I;145> | <I-5;1) | (I;1+5>
AVG AVG AVG AVG AVG AVG AVG AVG AVG

Athens 2004 | -0.37 0.29 0.12 | -0.85| 0.29 093] 0.24 -0.1y 0.02

Beijing 2008 | -0.34] -1.08 -0.0% -2.24 -3.14 -1.83 44| -1.03| -0.11

Vancouver 0.55 0.17 0.59 0.16 0.76 1.44 0.45 -0.04 -0[21
2010

Germany 2006f -1.13  0.26 -093 -209 047 -153 -0.4€.11 | -0.34

Switzerland | -0.33 | -0.49| -0.25 0.08 -14y -1.15 0.37 -0.09 0.1
2008

Austria 2008 | -0.56] -0.57 -0.9 -0.87 -1.66 -2.48 140, -0.18| -0.6

b
Portugal 2004| 0.21] -0.02 -0.17 0.8 0.07 -0/98 -0.08.02 | 0.13
Turin 2006 032 026 -038 021 08 -0.67 0.21 70/0-0.11

Source: Author's own study based on the data puddison the following sites: www.stooq.pl, www.
forexpros.pl, and www. bolsapt.com.

5. SUMMARY

The results of the conducted research do not enadirming a positive relationship

between organisation of a mega sports event anteteé of prices in the national financial

markets. The same is true of both the moment disé df the event is selected, and the time
the event is held. Hence, we arrive at the sanserghtions as those made by other world
authors who concluded it was highly likely for aspitve effect to be recorded in the case of
the countries whose markets did not anticipatesttiection. On the other hand, selection of
the country being a favoured candidate had a mmpact on the financial markets, because

their choice had already been accounted for irekohange rates.
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