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A Sudy on Measures o Earnings Infor mation , Market Reaction and
Investors Framing Dependence Bias

Wu Shirong & Wu Cheopeng
(School of Management , Xiamen Univerdty )

Abdract: This paper examines and makes a conparion between four earnings nomentums thet differ in the four measures of
earnings, by sapling 338 A-shares liged on the Shanghal Sock Exchange in the period from Sgptember 2000 to December 2003.
Usng each measure of earnings, we find dgnificant evidence of the earnings nomentums. But dter controlling for risk usng the
Fama French threefactor modd , the earning momentums that are based on* unexpected earnings reio” and® dandardized
unexpected earnings ratio” disgppear. However , the earnings momentums based o unexpected earnings’ and* sandardized
unexpected earnings’ are dill robug &ter the control for risk , which means the drateges that buy and sgl stocks based on these
two earnings measures can generate sgnificantly postive abrmorma returns. These enpirica results conditute a rgection of the Risk
Premium Hypotheds. The authors suggest that these results can be exlained by* Faming Dependence Bias’ of Tversky and
Kahneman (1981). The Chinese invedors reactions to the earnings irformation vary while different measures of earnings
information are used , which resuts in the difference of four earnings momentums.

Key Wor ds:Measure of Earnings; Earnings Momentum; Framing Dependence Bias

JB. Classfication:E2, Gl4 ( : ) ( : )
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