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Abstract  
For decades, the role of media in the financial marketplace has been scrutinized from different 

perspectives and caught interest from researchers as well as the public. The aim of this study 

was to investigate what impact the volume of media coverage has on the return of stocks on the 

Swedish stock market in the long-term perspective. For this purpose, a sample was collected 

consisting of 52 publicly listed companies on OMX Stockholm large cap during the whole 

estimation period of 2013-2018. The research includes 835 157 articles from 3 412 media 

sources collected from Retriever database. The study follows a deductive approach and a 

quantitative research strategy. A regression analysis together with a portfolio analysis was used 

to test the relationship. The findings from the regression analysis showed that media coverage 

has a significant effect on stock returns. Furthermore, the portfolio analysis revealed that stocks 

with lower media coverage outperformed stocks with higher media coverage in five out of six 

years, and with 33.08% in total for the whole period. Hence, a negative relationship between 

media coverage and stock returns was demonstrated. The paper contributes to existing research 

in a number of ways. Firstly, by documenting that media coverage has a statistically significant 

impact on stock returns for large cap companies on OMX Stockholm. Secondly, the study can 

help broaden the understanding of how the exposure of companies in traditional media 

influences their performance on the stock market. Lastly, the paper will help to further explore 

relationships between media and the stock market.  
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1. Introduction 
__________________________________________________________________________________________ 
This chapter aims to introduce the reader to the background of the topic. This is followed by 

the problem formulation and the purpose of the study. Moreover, this section highlights the 

paper’s research question, delimitations, definitions of terms used throughout the thesis and 

the disposition of the paper. 

 

1.1 Background 

In a developed and globally integrated economy, media plays an essential role in the stock 

market by disseminating information about companies to the broad audience of market 

participants (Fang and Peress, 2009; Oberlechner and Hocking, 2004). Along with 

technological advancements, information from different channels in various forms and shapes 

is more accessible than ever, and financial news regarding both companies and the stock market 

can easily be acquired. Information provided by the media in the context of the financial market 

includes financial news, corporate news, market announcements and forecasts by analysts. The 

media, serving as the leading information intermediary between companies and investors, thus 

enjoys a significant role in shaping the financial landscape as investors update their expectations 

of certain investment alternatives depending on the published news (Tetlock, 2014). How 

market participants use and interpret information, in particular content provided by the media, 

represents one of the main aspects of understanding fluctuations in the stock market (Tetlock, 

2007). The Efficient Market Hypothesis (EMH), famously developed by Fama (1970), rests on 

the key assumption that all available information is fully reflected in stock prices. The EMH 

moreover argues that when new information becomes available, at any given time, the market 

reacts without delay and stock prices thus represent that flow of information. The semi-strong 

form of the hypothesis concerns the belief that all publicly available information about a 

company should immediately be incorporated into current stock prices (Fama, 1970).  

 

This notion of EMH implies that media plays an insignificant role in the stock market as a 

provider of information, because of the small effect it would have on stock prices. Previous 

studies have illustrated contradicting findings to Fama’s reasoning, arguing that stock returns 

indeed are affected by news covered by the media (Li et al., 2014; Tetlock, 2007; Fang and 

Peress, 2009). However, there may be numerous possible explanations for why media coverage, 

i.e., any particular information provided by the media, affects the stock market in various 

degrees. The field of behavioural finance has essentially contributed with reasonings regarding 



	 	 2 

what determines individuals’ financial decision-making, and a growing body of research has 

challenged more old-fashioned arguments in traditional finance by applying insights from 

behavioural and cognitive psychology to the discussion. Behavioural finance scholars instead 

suggest that the stock market rather is determined by factors that are not as rational, with market 

participants profoundly affected by feelings and cognitive biases not able to process all 

available information and thus behave more irrationally and unpredictably (Olsen, 1998).  

 

As Lehavy and Sloan (2008) stresses, the degree of which a company is visible in media has a 

more significant impact on stock prices than financial information the company itself has shared 

with its stakeholders. Bushee and Miller (2012) documented similar arguments, suggesting that 

companies with less visibility in media causes a decreased possibility for those companies to 

attract market participants’ attention, while companies with a high presence in the media are 

more likely to be noticed and considered in investing agendas (Bushee and Miller, 2012). This 

view is also complemented by the agenda-setting theory, originally developed by McCombs 

and Shaw (1972), and represents one of the most heavily discussed theories in the area of mass 

communication. The theory highlights the rather strong and influential position of the news 

media, concerning its ability to set the public’s agenda depending on what is emphasized in the 

covered news. In other words, something frequently covered in the news will be regarded as of 

high priority of the public. Carroll and McCombs (2003) applied the agenda-setting reasoning 

and examined how a company’s media exposure impacts the public’s perception of that firm 

and found that media visibility affects the public’s image of a company to a considerable degree. 

Barber and Odean (2008) stressed that investors, with finite time and processing capacity, face 

a tremendous amount of possible investing alternatives and will thus limit their choice to the 

stocks that especially caught their attention. As both the rate and the volume of available news 

have increased, the process of evaluating all company-specific information becomes 

overwhelming. Investor sentiment refers to the investors’ overall attitude towards a stock 

(Barber and Odean, 2008). Media content then influences the attitude investors have towards a 

particular stock and in that way may induce investors to trade on noise rather than fundamentals 

(Tetlock, 2007).  

 

One may, therefore, suggest that the role of news media influences the market in two main 

ways. Firstly, media, serving as the key information intermediary, will select and publish that 

specific piece of information that is perceived as most relevant. Secondly, that information is 

then subject to interpretation by individuals, greatly affected by the way people process the 
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acquired information. As Shiller (1990) puts it, media both set the stage for how the market will 

move as well as provoke those movements. Moreover, Shiller (1990) claimed that media 

represents an integrated part of the financial market by stressing media’s objective to catch as 

much public attention as possible, even though they may want to image themselves as unbiased. 

News media is furthermore argued to be connected to both the cause and consequences of more 

speculative events, such as market bubbles.  

 

Historically, the role of the Swedish media has been characterized as a traditionally strong 

newspaper market. However, the attempt to move traditional newspaper consumers to internet 

versions has significantly decreased the classic, printed newspaper production in the past years. 

In an international context, Sweden is mentioned to be one of the best countries in the world of 

subscribing news digitally (Newman, Fletcher, Kalogeropoulos, Levy and Nielsen, 2018). The 

shift from more traditional media sources to digital platforms is also a central theme in 

Nordicom-Sweden’s Media Barometer 2018, which investigates how the use of various media 

platforms is changing over time. The 21st century has so far been an eventful period for the 

Swedish media landscape, where technological improvements have resulted in a heightened 

competitive pressure for companies in the industry. Printed magazines have experienced a 

decline in readers during the latest years, while the consumption of streamed, online versions 

continues to gain popularity along with people preferring to instead consume news content on 

digital platforms (Nordicom, 2019). The survey moreover documents that the interest of 

Swedish people to consume internet versions of newspapers roughly has doubled over the ten 

years (Statista, n.d.). 

 

The relationship between media and the stock market is indeed an interesting topic and has been 

investigated from different angles with various aims for an extended period. In particular, Fang 

and Peress (2009) studied stocks traded on the New York Stock Exchange (NYSE) and 

documented a difference in the returns depending on whether a specific stock experienced a 

high or low media coverage. Stocks with little or no media coverage proved to outperform those 

stocks with higher media coverage and thus delivered a higher return (Fang and Peress, 2009). 

These insights initiate an interest in exploring the relationship in a new financial environment 

with its own distinguishing characteristics.  
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1.2 Problem 

Prior research has, in various contexts, discussed the role of news media and to what extent it 

influences the stock market (e.g., Fang and Peress, 2009; Engelberg and Parsons, 2011; Tetlock, 

2007). However, earlier studies have paid relatively little attention to how the market reacts 

depending on the volume of media coverage by examining the quantity of firm-specific news 

provided by media. Previous literature has moreover mainly focused on the stock market in the 

U.S., such as Fang and Peress (2009), who targeted the NYSE explicitly for this particular 

relationship. The way financial information can be acquired in the Swedish stock market is 

similar to other developed financial markets, i.e., the media has an important function as an 

information intermediary between companies and investors. Still, differences may exist 

regarding how the market reacts depending on the quantity of news covered by the media. This 

study, hence, recognizes a problem in the incompleteness of empirical evidence in a Swedish 

context.  

 

1.3 Purpose 

This research seeks to investigate the relationship between media coverage and returns for 

publicly listed companies on the Swedish stock market. The aim of the thesis is, therefore, to 

study how the volume of media coverage affects the stock returns, and to determine whether a 

certain pattern exists between the two variables. Past literature and theories serve as a 

foundation for this paper, and the thesis seeks to test existing ideas and theories. As stated 

earlier, research on the relationship between media coverage and stock returns has been 

conducted in different parts of the world. However, to the best of the authors’ knowledge, less 

evidence exists regarding how stock returns are affected by the quantity of news provided by 

the media for companies listed on the Swedish stock market, in the long term. For this reason, 

this study could provide further insights regarding how the market reacts to information 

provided by the media in Sweden. Thus, the focus of the study is to cover a gap in the literature 

by investigating the relationship between media coverage and stock returns in a Swedish media 

and stock market context.  
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1.4 Research question 

The research question for this study serves as a benchmark in terms of empirical research, data 

collection, and the methodology. This thesis aims to contribute to the existing literature by 

answering the following question:  

 

● (RQ1): How does the volume of media coverage affect stock returns? 

 

1.5 Delimitations  

A set of limitations have been implemented in order to limit the scope of this study. First, the 

study is limited to only consider stocks listed on the large cap list on the Swedish stock market 

between the years of 2013-2018. Consequently, only companies that have been listed on large 

cap during that whole period are used in the study. Due to time constraints for this research, 

and since the research includes data from 835 157 news articles, the study follows an “all news 

are good news” intuition. This means, no separation is made depending on the tone of the news, 

or whether the news is considered as negative, neutral, positive, or similar. Moreover, the 

volume of media coverage for each company is limited to only include quantity of news covered 

in traditional media outlets. In other words, media coverage in the context of this paper refers 

to news published in daily press, magazines etc., where both printed and digital articles were 

obtained from Retriever database. The study, therefore, does not consider other types of media 

sources, such as social media platforms.   

 

1.6 Definitions 

Media Coverage - Any news provided by the media in the form of published articles. In the 

context of this paper, the volume of media coverage is measured through the Retriever database, 

where a higher volume of media coverage indicates a higher quantity of published articles in 

which a specific company is mentioned, and vice versa.  

Stock return - The stock returns can be expressed as the percentage change of a stock price 

during a specific time frame.  

Price-to-book ratio - The price-to-book ratio, also mentioned as P/B ratio, can be defined as a 

company’s current market price relative to its book value. 

Beta - A beta coefficient is a measure of the systematic risk, or volatility, of a specific stock 

compared to the unsystematic risk of the whole market.  

Turnover - Turnover is a measure of the amount of shares traded times the current stock price. 
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1.7 Disposition 

This thesis began by introducing the background, problem, and purpose before the formulation 

of the research question for the study. To the continuing of the first section of the thesis, the 

delimitations and definitions were stated. The second section consists of a presentation of the 

theoretical frame of references. In the third and fourth section of the thesis, the hypothesis 

development, methodology, method, and data collection techniques are covered. Finally, in the 

following sections, the empirical results, analysis, conclusion, and discussion are presented to 

summarize and evaluate the main findings of the thesis.  
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2. Theoretical frame of reference  

 
This chapter aims to provide the theoretical background of the topic and to present the theories 
underlying the research. The section furthermore presents a review of the existing literature 
conducted on the relationship between media and the stock market.   

 
 
2.1 Literature search 

A literature search can be described as a systematic process that aims to identify available 

knowledge on a particular topic of interest (Collis and Hussey, 2014). In order to find and select 

existing literature most relevant for this research, the following aspects in the search process 

have mainly been considered; 

When collecting previous research of relevance for this study, peer-reviewed articles from 

Jönköping University’s database Primo together with Google Scholar were considered. In the 

evaluation of literature, articles cited a high number of times were prioritized over articles less 

cited. Peer-reviewed articles are usually considered reliable sources. Still, it is crucial to review 

the chosen literature by critically compare the existing research in order to reach a 

comprehensive understanding of the topic. In this search process, no specific time-horizon for 

the selected research was considered. Generally, with an extensive amount of existing research 

available, filtering out literature irrelevant to the research is possible by carefully selecting the 

search terms. Examples of key phrases used in order to conduct this research include: media 

coverage, media coverage and stock market, media coverage and investors, investor attention, 

investor reactions on news, information in the stock market.  

 

2.2 Determination of stock return  

An extensive body of research has been conducted dealing with determinations of stock returns; 

Hillert, Jacobs and, Müller (2014) stressed that the price-to-book ratio has a positive 

relationship to stock returns. Banz (1981) highlighted that the size of firms affects the return 

for stocks. Fama and French (1993) confirm these findings in their study by developing a 

theory, the Fama and French Three-Factor Model, arguing that variables such as book-to-

market value, firm size and beta, all represent variables that can be seen as proxies for risk, 

which in turn affects the stock return. Furthermore, Statman, Thoreley and Vorkink (2006) 

investigated how stock returns are influenced by the turnover and trading volume and concluded 

that turnover and volume affect stock returns (Statman, Thoreley and Vorkink, 2006). Factors 

like liquidity and momentum have also been found to affect stock returns (Liu, 2006; Cahart, 
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1997). Another strand of research has found that stock returns are not only connected to risk 

factors but also the trading behaviour of investors - behavioural finance. After examining both 

the behavioural view and the risk view of stock returns, Thaler (1999) argues that none of them 

separately should be used to determine stock returns, they rather should be combined. This 

claim by Thaler has further provided a guidebook for future research done in the area of stock 

returns.  

 

2.3 Efficient market hypothesis  

The notion that markets are efficient has been the central proposition in the theory of finance 

during the last decades, where the term efficient in this context refers to information efficiency. 

Fama (1970) defined the Efficient Market Hypothesis (EMH) as an efficient financial market 

where all information is fully reflected in individual stock prices and in the market itself. 

Proponents of the efficient market hypothesis, therefore, argue that when new information 

becomes available, at any given time, the market reacts without delay and the stock prices 

represent that flow of information. With that reasoning, investors are unable to beat the market 

neither by fundamental nor technical analysis and what determines a stock’s price is nothing 

but its fundamental value (Fama, 1970). A central belief consistent with the EMH is the idea of 

that stock prices follow a “random walk” pattern where successive price changes are random to 

previous prices and thus cannot be anticipated by studying a stock’s previous price. The random 

walk logic, therefore, suggests that upcoming price changes will be independently affected by 

today’s price changes and those prices will move in an unpredictable manner based only on the 

emergence on new information (Malkiel, 2003). Fama (1970) identified three variants of the 

efficient market hypothesis: “weak,” “semi-strong” and “strong” form. The three different 

versions of the hypothesis differ when it comes to what kind of information that is assumed to 

be already incorporated in the stock price. The weak form assumes that all past available 

information is represented in current prices. The weak form, therefore, suggests that there is no 

point in trying to beat the market by technical analysis since future stock prices cannot be 

predicted by studying previous price patterns. The semi-strong form then also incorporates 

other publicly available information and implies that stock prices adjust to any new publicly 

available information instantly. The strong form then stipulates that all information, public and 

private, is accurately factored into stock prices. If the strong form of the hypothesis holds, no 

investor will have any benefit of new information since also insider information is incorporated 

in current stock prices (Fama, 1970).  
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2.4 Behavioural finance 

Behavioural finance represents a science that seeks to understand and explain investors’ 

financial decision-making processes and market fluctuations by applying insights from 

behavioural and cognitive psychology. Theories and models in behavioural finance deal with a 

broader social science perspective and incorporate psychological, emotional, and cognitive 

factors when examining the reasoning behind market participants’ actions and the resulting 

outcomes in the market (Olsen, 1998). Thaler (1993) stated that the field can be defined as 

“open-minded” finance (Thaler, 1993). The area of behavioural finance has progressed 

considerably over the last decades and addresses, in particular, how market participants 

interpret and act on information (Lintner, 1998). Barberis and Thaler (2003) concluded that 

behavioural finance, notably, has contributed with series of empirical findings, suggesting that 

the presence of irrationality in the financial market may have a considerable and long-lived 

effect on stock prices. 

 

2.4.1 Behavioural finance vs. Traditional finance 

As hinted by Baker and Nofsinger (2002), what distinguishes behavioural finance and 

traditional finance is the development of each discipline. The traditional framework has evolved 

in a normative manner and rests on the reasoning of rationality and logic instead of focusing on 

understanding the way individuals actually behave – that is, irrational. As Statman (1999) puts 

it: “people are “rational” in standard finance; they are “normal” in behavioural finance” 

(Statman, 1999). Behavioural finance is more descriptive in that sense, departs from traditional 

agendas by relaxing the rationality assumption, i.e., stresses individuals’ actual behaviour as 

human beings (Baker and Nofsinger, 2002). Traditional finance includes the law of one price 

that rests on the belief that securities payoffs are reflected in the price and that potential price-

adjusted deviations eliminate as arbitrageurs would take advantage of the price differences by 

buying low and selling high, thus realizing a riskless profit (Glaser, Nöth and Weber, 2003). 

According to Shefrin and Statman (2000), empirical research in contrast to traditional finance 

theories such as the Capital Asset Pricing Model (CAPM) and the Efficient Market Hypothesis 

(EMH) has been conducted during the last decades. Advocates for traditional finance models 

have responded by arguing that the contradictory findings were so-called anomalous, referred 

to them as anomalies. As the research area expanded and new anomalies were discovered, 

scholars have raised the question of whether traditional finance was capable of solely explaining 

what determines stock prices (Shefrin and Statman, 2000). 
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2.4.2 Investor attention  

Kahneman’s (1973) theory of attention emphasized that attention is a finite cognitive resource, 

accordingly, human beings are characterized by their incapacity to process all relevant 

information (Kahneman, 1973). Consequently, the effort of doing a particular activity is 

necessarily accompanied by a substitution of cognitive resources from alternative activities. It 

moreover imposes investors to be more selective when it comes to information processing 

(Peng and Xiong, 2006). The effect of attention and news on investors’ buying behaviour was 

examined by Barber and Odean (2008) who addressed how buying decisions by investors tend 

to be attention-driven due to information overload. In a market with thousands of different 

stocks to choose from, investors are only capable of evaluating a limited number, and 

alternatives that have received more attention, i.e., stocks with more exposure in the news, will 

truly be prioritized since attention is a scarce resource. In other words, a higher volume of media 

coverage for a given stock will result in increased attention and drive up the stock’s price. The 

authors furthermore stressed that this attention-grabbing reasoning has a more significant effect 

on the buying decision rather than the selling decision. Peng and Xiong (2006) argued that 

investors’ inevitable limited attention causes a “category-learning” behaviour, implying that 

more focus is directed towards market- and sector-wide information rather than firm-specific 

factors. Yuan (2015) distinguished individual and institutional investors and examined the 

relation between attention levels and trading volume. The findings suggested an advantage for 

institutional investors as they have greater access to financial information and more efficiently 

can process more data than individual investors. 

 

2.4.3 Investor recognition 

One key behavioural finance concept of investor recognition was stressed by Merton (1987) 

who claimed that investors only are aware of a subset of stocks available, hence, investors’ 

recognition decides the construction of their optimal portfolios. Particularly, Merton’s intuition 

relies on the belief that information about stocks is costly to acquire. The investor recognition 

hypothesis stipulates that when people recognize a certain company through the mass media, 

that company’s investor base will expand and result in reactions in stock prices. This reasoning 

thus suggests that investors holding less recognized stocks should be compensated with higher 

returns due to higher idiosyncratic risk and generally holders of imperfectly diversified 

portfolios. Thus, stocks neglected by market participants due to lower media visibility should 

have higher expected returns and be considered riskier than more well-recognized alternatives 

(Merton, 1987).  
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2.4.4 Over- and underreaction on information 

The central assumption of the EMH, which states that current stock prices should completely 

reflect all information, has been challenged by scholars arguing that current prices represent the 

current sentiment of the participants in the market rather than the information itself. This 

research sheds light on the existence of anomalies in the financial market such as market 

participants’ tendency to over-and underreact to information provided by news (De Bondt, 

2000; Daniel et al., 1998). According to De Bondt (2000), investors are not homogeneous when 

it comes to the interpretation of new information; they instead evaluate information and news 

based on their individual perspectives. This reasoning is consistent with the overreaction 

hypothesis, highlighting the suggested tendency of market participants to overreact to both good 

and bad news. Mainly, these overreactions are often due to investors’ inability to predict future 

outcomes causing the market to deviate from its fair fundamental value, at least temporarily. 

Shefrin and Statman (2000) illustrated that underreaction usually is more long-term in contrast 

to overreaction which tends to occur at shorter time horizons.  

 

2.4.5 Divergence of opinion  

The initiating idea of divergence of opinion was formulated by Miller (1977) who designed a 

framework regarding what effect divergence of opinion of a particular stock has on prices and 

market participants’ trading behaviour. Miller furthermore implied that a market which in 

majority is represented by well-informed participants would hinder securities from being 

considerably undervalued. More simply stated, when there is a disagreement regarding a stock’s 

value, more optimistic investors will determine a stock’s price. However, the presence of poorly 

informed investors may cause overvaluation and contradict the reasoning of the EMH (Miller, 

1977). Numerous studies have emerged from Miller’s findings, suggesting an increased amount 

of public information may result in an increased dispersion of opinions since individuals differ 

when it comes to how precise their prior information is (Kim and Verrecchia, 1991) and tend 

to interpret the public information in different ways (Kandel and Pearson, 1995). Holthausen 

and Verrecchia (1990) stressed that higher media coverage may heighten the divergence of 

opinion in the market and also cause the trading activity to be more intensified for the 

companies with relatively higher media coverage as these stocks attract more potential 

investors’ attention. As suggested by Atiase et al. (2016), the divergence of opinion framework 

is applicable when investigating how media coverage relates to financial market outcomes and 

the relationship cannot solely be answered from the information content provided by the media. 

One should instead, preferably, explore the relationship by also paying attention to investors’ 
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individual prior beliefs and their specific interpretation. Previous empirical evidence paints a 

mixed picture of whether media coverage results in a divergence (or convergence) of opinions. 

 

2.5 Media coverage and the stock market 

The advances in media within the financial market have changed how the stock market is 

behaving. As a result, media coverage has got an increasing impact on the stock market return 

(Veronesi 1999; Tetlock 2007; Engelberg and Parsons 2011; Neuhierl, Scherbina, Schlusche 

2013; Li, et al., 2014; Walker 2016; Caporale, Spagnolo, Spagnolo 2016). Different areas and 

perspectives on how the flow of information is related to international financial markets have 

been discussed among scholars for many years. However, the particular relationship between 

media coverage and financial market outcomes has more notably caught researchers’ attention 

during more recent years. Tetlock (2007) documented that high media pessimism leads to 

downward pressure on market prices. Tetlock, Saar-Tsechansky and Macskassy (2008) then 

continued by concluding that firms covered with more negative words in media reported lower 

earnings which also was in line with the findings by Li (2006) and Chan (2003). Since media 

affects the perception of a firm, it can also be connected to the volatility and therefore the stock 

price (Walker 2016; Li et al., 2014). Engelberg and Parsons (2011) investigated the impact of 

local media coverage and concluded that the traded volume drastically decreased on days when 

no mail arrived to investors, which in turn affected the stock return. Dopuch et al. (1986) used 

newspaper as a proxy and found that audit opinions that were released could predict future stock 

returns. Barber and Loeffler (1993) illustrated a relationship between buying and sell 

recommendations released in media and the stock return of the firm the following two days. 

Fang and Peress (2009) found that stocks with low or no media coverage outperformed stocks 

with high media coverage with 3.0% per year and confirmed a relationship between the 

variables. In other words, a negative relationship between media coverage and stock prices 

exists. The authors particularly revealed that the concluded relationship was more significant 

for smaller stocks with lower analyst coverage and a high degree of individual ownership. On 

the same theme, Fang, Peress and Zheng (2014) investigated the relation between media 

coverage of stocks and mutual fund trades and constructed a measure of the propensity of a 

fund to buy or sell stocks covered in the media. On average, funds seemed to prioritize stocks 

with higher media coverage. The authors moreover found that this propensity is negatively 

related to the funds’ performance, i.e., the funds consisting of stocks with lower media coverage 

proved to be more superior.    
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Lehavy and Sloan (2008) argue that firms´ media visibility affects stock prices greater than 

information of fundamentals from the company itself (Lehavy and Sloan, 2008). Furthermore, 

higher media coverage connects to increased attention which in turn attracts more investors 

since information is key when it comes to investment (Barber and Odean, 2008; Bushee and 

Miller 2012). Other research has shown that media coverage has been more sensational, 

meaning, journalists have started to use more emotional words to get more attention and in that 

way affect the market to a greater extent (Lewis, Williams and Franklin, 2008; Vettehen, 

Beentjes, Nuijten, and Peeters, 2010). Moreover, as documented by Chan (2003), there is a 

tendency of slow reactions by investors when it comes to negative information which is a 

contrast to how positive information is evaluated by investors, since they act quickly to that 

kind of information (Chan, 2003). Some literature also suggests that the correlation between 

media coverage and stock returns is small, almost negligible (Scheufele, Haas and Brosius, 

2011). Media has moreover been identified to react to stock market prices and not the other way 

around (Scheufele, Haas, and Brosius, 2011; Strauß, Vliegenthart, and Verhoeven, 2016). 

Strauß, Vliegenthart, and Verhoeven, (2016) stressed that the media acts as a mirror of the 

financial market rather than being the variable controlling it. Other scholars also argue that 

media often get their information from traders and the financial market, thus, the information 

shall already be integrated into the market (Oberlechner and Hocking, 2004; Thompson, 2013). 

Furthermore, Bushee, Core, Guay and Hamm (2010) tested the semi-strong form of the EMH 

by exploring the media’s implications in the financial market. They evaluated media as an 

information intermediary which in this context means a provider of new and relevant 

information for a company’s stakeholders. The authors studied the media’s impact around 

earning announcements and found that media has a crucial function as an information 

intermediary during earnings announcements. A higher media coverage around earning 

announcements leads to a lower bid-ask spread since media is diminishing the information 

asymmetry in the market. 
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3. Hypothesis development  
___________________________________________________________________________ 

This section provides a presentation of the three developed hypotheses for this paper. 

 
Taking into account the theoretical foundation that has been presented so far regarding the 

media coverage-stock market relationship, it becomes apparent that news provided by the media 

plays a noteworthy role when trying to understand fluctuations in the stock market. Media today 

serves as the main information intermediary and today’s investors are in turn exposed to a wide 

variety of information about investing alternatives and activities in the financial market. In order 

to statistically investigate and to get an understanding of the relationship between media 

coverage and stock returns, three hypotheses were developed based on previous literature and 

theories on this theme. Initially, to test if media coverage has any effect on stock returns, the 

following hypothesis was tested:  

  

Hypothesis 1: Media coverage has an insignificant effect on stock returns 

 

However, it is more unclear to what degree media coverage affects the stock returns or whether 

a certain pattern exists between the variables, especially in the long-term perspective. 

Particularly following Fang and Peress (2009), assuming that high volumes of media coverage 

causes an underperformance of the companies more covered by the media, the following 

hypothesis was tested:  

 

Hypothesis 2: The volume of media coverage is negatively correlated with the stock returns 

 

Arguments in academia concerning media attention, such as the one by Barber and Odean 

(2008), suggest that stocks that caught attention, i.e. stocks covered by the media, are prioritized 

by investors due to a “attention-driving” buying behaviour. Hence, given the reasoning that an 

increased exposure in media, i.e., a higher volume of media coverage, positively influences the 

stock returns, the following hypothesis was tested: 

 

Hypothesis 3: The volume of media coverage is positively correlated with the stock returns  
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4. Methodology & Method 
___________________________________________________________________________ 

This section is divided into two parts; methodology and method. The first part highlights the 

choices and strategy regarding the methodology, including the research philosophy & research 

method, research purpose, research approach, research strategy, and research design. The 

second part describes the method used in order to generate the result and the gathering of data, 

followed by the limitations that had to be considered in the method and an evaluation regarding 

the trustworthiness of the study. 

 

4.1 Methodology  

4.1.1 Research philosophy & research method  

It is important to clarify the research philosophy, as it refers to the assumptions of developing 

knowledge. This is precisely what research should do, i.e. develop new knowledge in a certain 

field. The research process is influenced by these assumptions, which concern human 

knowledge, realities that are realized during the research, and the researchers own values. These 

assumptions form the understanding of crucial parts of the research, such as the research 

question, the choice of method and how to interpret the findings (Saunders, Thornhill, and 

Lewis, 2016). Saunders, Thornhill, and Lewis (2016) point out five major philosophies in 

business and management research: positivism, interpretivism, postmodernism, critical realism 

and pragmatism. The philosophy of positivism relates to the position of the natural scientist, 

which entails that theories are proven through empirical research and observations, without the 

interfering of human interpretation and biases. Hence, positivism focuses on pure facts rather 

than emotions. Positivism is suitable for quantitative research, as it is concerned with a 

phenomenon that produce decisive data and is observable (Saunders, Thornhill and Lewis 

2016). This is in line with Collis and Hussey (2014), who state that positivism is associated 

with quantitative research data (Collis and Hussey, 2014). Quantitative research is the term for 

data collection techniques that generates or uses numerical data to examine what kind of 

relationship different variables have to each other (Saunders, Thornhill and Lewis 2016). Since 

this thesis aims to investigate the impact of media coverage on stock returns, through the 

collection of unbiased numerical data, the positivistic philosophy was used and a quantitative 

research method was adopted, in order to generate objective data not influenced by opinions, 

that enables general conclusions.  
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4.1.2 Research purpose  

Saunders, Thornhill and Lewis (2016) state that research is designed to fulfil a specific purpose. 

They mention four different categories on which a research can state its purpose, or a 

combination of the following categories: exploratory, descriptive, explanatory or an evaluative 

research purpose. According to Saunders, Thornhill and Lewis (2016), explanatory research 

studies a situation or a problem where the relationship between variables is going to be 

analysed. Since the aim of this thesis is to explore the relationship between the volume of media 

coverage and stock returns, an explanatory research purpose was adopted.       

 

4.1.3 Research approach  

Saunders, Thornhill and Lewis (2016) describe three approaches to developing theory: 

deductive, inductive and abductive. These approaches are the link between theory and research 

(Saunders, Thornhill and Lewis, 2016). When using a deductive approach, the hypothesis is 

established on existing theories which then must be scrutinised through empirical observation 

(Bryman, 2012). Just like positivism, which is typically associated with this approach, the 

deductive approach is the dominant choice within natural science (Saunders, Thornhill, and 

Lewis, 2016). Since the formulated hypotheses and research design of the thesis are inspired by 

existing theories and research, in particular the work provided by Fang and Peress (2009), a 

deductive approach was considered the most appropriate option when conducting this research. 

The advantage of this approach is that the results can be analysed from previously presented 

theories and therefore be compared to previous studies (Saunders, Lewis and Thornhill, 2016). 

 

4.1.4 Research Strategy 

A strategy is, in general terms, how to achieve a goal through a plan of action. In line with this 

term, the research strategy can be defined as a certain way to go about answering the research 

question (Saunders, Thornhill and Lewis, 2016). Denzin and Lincoln (2011) describe the 

research strategy as the methodological link between the research philosophy and the 

consequential methods chosen in the aspect of collecting and analysing data (Denzin and 

Lincoln, 2011). There are several types of research strategies. Some of these strategies, such as 

surveys and experiments, are mostly used when conducting quantitative studies. Then there are 

strategies that are more suitable for a qualitative approach, such as case study, grounded theory, 

and narrative research (Saunders, Thornhill and Lewis, 2016). The experimental strategy was 

used in this thesis, due to the aim of the research, which is to examine the relationship between 

two variables, the independent variable media coverage and the dependent variable stock return. 
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In accordance with Saunders, Thornhill and Lewis (2016), this is the purpose of an experiment; 

to study the probability that a change in the independent variable causes a change in the 

dependent variable, and to investigate the relationship between them. 

 

4.1.5 Research design  

The capability to identify and quantify the media coverage variable and the stock return variable 

is crucial to find the relationship between them. The following segment of the thesis serves to 

explain how the different variables were established and how the relationship is measured with 

the help of a regression analysis and a portfolio analysis.  

 

4.2 Method  

4.2.1 Regression analysis   

A regression analysis is a statistical model which helps to investigate the relationship between 

different variables (Saunders, Thornhill and Lewis, 2016). To be able to test the different 

developed hypotheses and to test if there is a relationship between media coverage and stock 

returns, a regression analysis was used. The choice to use a regression analysis is strengthened 

by existing research, including Fang and Peress (2009) and Russel (2005). In this study, a 

significance level of 95% was used. The point of validating or falsifying the different 

hypotheses will be at a p-value equal to 0,05. This value is confirmed by Körner and Wahlgren 

(2005). To establish which type of regression analysis considered most appropriate for this 

thesis, a Breusch-Pagan test was conducted. A Breusch-Pagan test was used to study whether 

the data suffers from heteroscedasticity or not. The meaning of heteroscedasticity is if the 

control variables are explaining the variance of the dependent variable (Herwartz, 2006). The 

test thus helps to determine if a pooled OLS regression or a panel regression should be used in 

the research. If the data suffers from heteroscedasticity, it will problematize the use of a pooled 

OLS method since the data will be unreliable (Herwartz, 2006). The result of the Breusch-Pagan 

test revealed that the data suffered from heteroscedasticity at the significance level of 95% 

(Appendix 1). Hence, a panel data analysis was applied in the study, which means that the data 

was analysed in two dimensions, both vertical and horizontal (Hsiao, 2007). In this study, the 

vertical and horizontal dimensions consist of data about different companies over a time 

window of six years (2013-2018). Since Balestra and Nerlove (1966) introduced the panel data 

analysis, it has been widely used in econometric studies. The panel data analysis is combining 

the advantages of both cross-sectional analysis and time-series analysis. Moreover, there are 

two different types of approaches to a panel data analysis: the fixed effect method and the 
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random effect method (Mutl and Pfaffermayr, 2011). The difference between these two 

approaches is that the collected data is assumed to be dependent of each individual observation 

in the fixed effect approach. In this study, this could imply that each individual observation of 

a firm is affecting another observation of the same firm. On the other hand, in the random effect 

approach, the different observations are completely independent of each other. Thus, there 

should not be any correlation between two different observations of the same individual 

company (Mutl and Pfaffermayr, 2011).   

 

To test which of the two previously mentioned approaches, the fixed or the random effect, 

considered most suitable for this study, a Hausman test was conducted. Through a Hausman 

test, the data is analysed to see if it is endogenous. If the data is endogenous, the different 

observations are correlated which makes a fixed effect approach the most appropriate. If the 

data proves not to be endogenous, a random effect approach is the most appropriate (Mutl and 

Pfaffermayr, 2011). The result of the conducted Hausman test revealed that the collected data 

was not endogenous (Appendix 2). Thus, according to the Hausman test, a random effect 

approach was suggested to be most appropriate. However, the importance of having each 

variable treated as a parameter in the estimation for each cross-section observation causes a 

fixed effect approach to be suitable (Wooldridge, 2002). This aspect is prioritized in this study, 

and consequently, a fixed effect approach is chosen. The authors have chosen to not control for 

heteroscedasticity within the robust function, since this violates the assumption of standard 

error and therefore it contradicts assumptions in the Hausman test (Hausman and Taylor, 1981). 

Finally, the independent variable and the control variables were tested for multicollinearity 

through a variance inflation factor (VIF) test. Multicollinearity occurs when there is a 

correlation between two or more variables in a regression. A high degree of correlation causes 

difficulties when it comes to the interpretation of the result. A result between 1-5 in the VIF 

test indicates a moderate correlation between the variables, but not large enough to affect the 

interpretation of the result (Saunders, Lewis and Thornhill, 2016). The outcome of the VIF test 

in this study revealed that every variable had a result between 1-5 which means that low 

multicollinearity exists (Appendix 3). The stock return represents the dependent variable in the 

analysis since it functions as a proxy of how media coverage affects stock performance. In line 

with the work by Fang and Peress (2009), media coverage performs as the independent variable. 

The regression analysis contains the following control variables: price-to-book ratio, firm size, 

stock turnover, and beta, all of which are argued as proper control variables in previous research 

(Liu, 2006; Fama and French, 1993; Lintner, 1965).  
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The stock return is calculated as stated in the first equation (1). The second equation (2) displays 

the calculations for the media coverage. Equation three (3) illustrates how the price-to-book 

ratio is calculated. The size of the investigated firms is computed as stated in equation four (4). 

In equation five (5) the turnover is calculated by taking the volume, which refers to the number 

of shares traded (per day/week/month), multiplied with the current stock price. The last 

equation (6) shows how the beta of each company is taken into consideration. 

 

4.2.2 Construction of the stock return variable 

The stock return variable is collected through secondary data from Thomson Reuters Eikon, 

which is one of the leading finance terminals in the world (Thomson Reuters, n.d.). In order to 

get a variable that is possible to use in a regression analysis, it is required to obtain the stock 

return in the right time aspect. Thus, the data collected was on a monthly basis and thereafter it 



	 	 20 

was formatted into quarterly and yearly returns. This approach makes it possible to compare 

how different levels of media coverage affects the stock returns in different time aspects. To 

ensure that the gathered data and calculations are correct for the sampled companies, every 

monthly return was checked at an additional financial terminal which in this case was Avanza 

Bank.  

 

4.2.3 Construction of the media coverage variable 

The data was based on Swedish newspaper collections, provided by Retriever research media 

archive. From Retriever, a majority of the Swedish newspapers, magazines etc. can be acquired. 

The search was done using the company name as the keyword without the company form as 

“AB,” which is in line with Fang and Peress (2009). To ensure the relevance of the articles 

gathered, one criterion was added to the search; only mentions of company names in either the 

headline or ingress were considered. This method of filtering away irrelevant articles is 

supported by existing research, such as Fang and Peress (2009). The search window was based 

from 2013-01-01 to 2018-12-31. The search in Retriever database, given the mentioned time 

frame, generated a dataset of 835 157 articles from 3 412 media outlets covering 52 companies 

on OMX Stockholm large cap. In order to be able to use the media coverage variable in the 

chosen regression, the search was done in monthly and quarterly intervals, which made the 

variable fit with the time frame of the other variables.  

 

4.2.3.1 Retriever 

By being the most extensive digital news archive in the Nordic region, the Retriever research 

media archive is undoubtedly a valid search engine, as it consists of a numerous printed and 

digital news articles from newspapers, business press, magazines, etc. Furthermore, Retriever 

only accepts news that has a responsible publisher, who can back up the content of the news, 

into their archive. This gives the researcher the confidence that the news generated by the search 

are trustworthy (Retriever, n.d.). The database covers media sources from all the Nordic 

countries and also a large set of other countries around the world. However, since this study 

focuses explicitly on the Swedish perspective, only Swedish sources have been taken into 

consideration. Excluding TV and radio, there are 3 412 Swedish media sources available in 

Retriever research media archive, which includes well-established financial press such as 

Dagens Industri, Affärsvärlden, Veckans Affärer, and also large non-financial daily newspapers 

such as Dagens Nyheter and Svenska Dagbladet. The database also includes other national 

newspapers, various magazines, niche media outlets and local newspapers, etc. (Retriever, n.d.). 
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This wide range of sources enables for a more general conclusion about the media’s effect on 

stock returns.      

 

4.2.4 Construction of the size variable 

Since the size of a company has been shown to influence both trading volume (Tetlock, 2010) 

and media coverage (Fang and Peress, 2009), it serves as one of the control variables in terms 

of the market value of equity. The secondary data needed to calculate the size of each company 

was gathered from the financial terminal of Thomson Reuters Eikon. Since the companies on 

the Swedish stock market only report every quarter, the data was only possible to gather in this 

time aspect. The following equation was used to establish the variable:  

 

4.2.5 Construction of the price-to-book ratio variable 

Price-to-book ratio (P/B) has proven to affect both media coverage and stock returns according 

to Hillert, Jacobs and, Müller (2014). Therefore, (P/B) represents one of the control variables 

in the chosen regression analysis. Thomson Reuters Eikon served as the source for the 

secondary data needed to calculate this ratio. The same problem as mentioned earlier with the 

control variable of size was also present with this control variable. Since the companies only 

report quarterly, the data was only available to calculate in that time aspect. The equation used 

to calculate the price to book ratio was:  

 
 

4.2.6 Construction of the turnover variable 

Turnover is often recognized as the company’s general sales in the income statement 

(Cambridge Dictionary, 2019). In this research, the turnover is determined by the volume of 

shares traded multiplied with the stock price. Turnover has proven to affect stock returns 

through the variable volume, which is a component of the turnover (Statman, Thoreley and 

Vorkink, 2006; Chae, 2005). Turnover, thus, is an appropriate control variable to have in the 

regression analysis. The secondary data needed for the calculation of the turnover was gathered 

in Thomson Reuters Eikon, which provided both monthly and quarterly data. The following 

equation was used to calculate the turnover: 
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4.2.7 Construction of the beta variable 

Beta describes the volatility of a specific stock compared to the overall market. If a specific 

stock is moving more than the overall market, its beta will be above 1 (𝛽	> 1), while a beta 

below 1 indicates a less volatile stock compared to the market (𝛽< 1). Beta is often used as a 

measurement for risk and to evaluate how the stock price can be expected to move in the future 

(Avanza, n.d). The beta variable is included since prior research has proven that the relationship 

it describes affects the stock return (Chen, Roll and, Ross, 1986). Thomson Reuters Eikon was 

used as a provider of the secondary data that was needed to calculate the beta of the companies 

selected. Since the covariance and variance shift from day to day, the authors opted to calculate 

a weighted average over the entire period. This kind of approach causes a problem when using 

a regression model that consists of a fixed effect method, since the variable will be excluded in 

the result. However, the equation used to calculate the beta for each of the companies was:  

 

𝐵𝑒𝑡𝑎	 = 	
𝐶𝑜𝑣𝑎𝑟𝑖𝑎𝑛𝑐𝑒
𝑉𝑎𝑟𝑖𝑎𝑛𝑐𝑒  

Where: Covariance = Stock´s return relative to that of the market  
 Variance = How the market fluctuates relative to its mean  

 
 
4.2.8 Robustness test  

To further validate the findings, a robustness test was performed. The most reasonable way to 

perform a robustness test in this study was found to be an additional regression analysis in 

which the data was formatted into different time intervals. Since the collected data had different 

time frames when gathered, and a few of the variables could not be converted into monthly 

data, it was determined that a second regression should be tested on quarterly data as a 

robustness check. This approach eliminates potential errors in the monthly regression analysis 

due to different time frames of the data. The variables converted from monthly to quarterly data 

were: stock return, turnover, and media coverage. The following equations were used to convert 

the monthly data to quarterly data:   
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4.2.9 Portfolio analysis 

In order to investigate the second hypothesis (Hypothesis 2: The volume of media coverage is 

negatively correlated with the stock returns), and the third hypothesis (Hypothesis 3: The 

volume of media coverage is positively correlated with the stock returns), the media coverage 

collected from Retriever database was used to divide the companies included in the sample into 

“low” and “high” media coverage portfolios. The construction of the portfolios was made with 

the help of each specific monthly median. The 26 companies that ended up below the median 

were placed in the low media coverage portfolio and the 26 companies above the median were 

placed in the high media coverage portfolio. Thus, the companies in each portfolio may shift 

from month to month, which is in line with previous research (Fang and Peress, 2009). This 

grouping is done in order to facilitate the comparison of companies’ stock returns after taking 

into account their volume of media coverage.  

 

4.2.10 Limitations of the chosen method 

Since the media coverage variable was entirely gathered from the Retriever database, it can be 

questioned how robust it is. Furthermore, when collecting the variable media coverage, all 

Swedish sources available on Retriever (excluding TV and radio) was used. As a consequence 

of this, some small and niche newspapers and magazines are included in the search. This may 

cause that the number of readers each article reaches out to varies. However, due to the 

difficulty to know which article that affects investors’ investing decisions, and thus should be 

included for the purpose of this study, the authors chose this limitation in front of the constraints 

of a reduced amount of media sources. Furthermore, since this study exclusively examines the 

volume of media coverage by collecting data from Swedish media outlets, news articles from 

international sources are not considered in this paper. This could be regarded as a limitation 

since stocks traded on the Swedish stock market are owned by foreign investors as well.  
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In the past years, there have been some reports about how individuals are manipulating stocks 

prices through social media (Nätverk av traders, 2019). Since social media is taking a larger 

piece of the overall media segment in today's society (Kleindorfer R. P, 2009), it could be seen 

as a limitation that this thesis does not consider the aspect of social media.  

 

4.2.11 Data collection  

This research focuses on common stocks listed on the OMX Stockholm large cap between 

2013-01-01 and 2018-12-31. Appendix 5 illustrates a list of all of the stocks included in this 

research. For each of the chosen companies, data regarding stock prices, turnover, beta, size, 

and price-to-book ratio was gathered. The data was collected through Thomson Reuters Eikon. 

Turnover, beta, size, and price-to-book ratio represent control variables in the regression 

analysis conducted in this study.  

 

In order to measure the volume of media coverage for each stock, the amount of articles was 

used as a proxy. Data concerning media coverage was gathered using Retriever research media 

archive. These articles take the form of newspapers articles, online articles, publications, etc. 

The sample period regarding media coverage covers, as stated above, the period from 2013-01-

01 to 2018-12-31.   

 

4.2.11.1 Sample  

The sample was constructed with the help of several criteria in order to ensure the validity of 

the research. Since this thesis aims to investigate the relationship between media coverage and 

stock returns, large companies were considered to be more appropriate to include in this 

research since they have proven to have at least some presence in media in contrast to small 

companies which is in line with earlier work (Fang and Peress, 2009). Still, these larger 

companies can vary in terms of media coverage. Correspondingly, the sample of which the 

study is implemented was retrieved from the OMX Stockholm large cap list. In total, a sample 

size of 127 stocks from the large cap list was chosen which thereafter were filtered in the 

following procedure;  

Stocks that contained different types of shares, (e.g. a and b shares), were limited to one of the 

available shares, where the share with the highest traded volume was chosen. Moreover, 

companies with common surnames and names of cities were also removed since the media 

coverage search would be defected, causing irrelevant articles to affect the result. Examples of 

these kinds of companies include Holmen and Trelleborg. Several other companies were 
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excluded because of difficulties to ensure the relevance of the firm-specific media coverage 

when searching for a particular company in the search engine, e.g. Volvo. The company 

Ericsson was also a subject of this problem but was solved by adding “LM” to the search. The 

companies investigated were also required to have been listed on the large cap list during the 

whole period since the large cap exclusively was of interest for the research. Subsequently, the 

sample size resulted in 52 companies after the filtering, which, according to Hogg and Tanis 

(2009), is more than enough for significance testing.  

 

4.2.12 Quality of research  

When evaluating quantitative research, there are, in particular, three criteria that stand out as 

the most important: reliability, replicability, and validity (Bryman and Bell, 2015). How this 

thesis stands in relation to each criterion, is assessed below. 

 

4.2.12.1 Reliability  

The concept of reliability refers to whether or not the result of a study is repeatable and concerns 

the stability of the measures in the study. If there is a large fluctuation in the result of a measure 

when conducting the test on different occasions, the stability of the measure and thus the 

reliability, would be questioned (Bryman and Bell, 2015). The reliability of this study is 

strengthened by using the time horizon of six years, as this should include various factors that 

perhaps are influencing the result, and that similar factors might occur during another six-year 

period. Furthermore, by including all Swedish media outlets (excluding TV and radio) on 

Retriever, the thesis limits the possibility of an unreliable result, which might be generated if 

just a smaller base of specific media sources would be used. However, without further research 

using this thesis procedure in other markets and during another time period, no conclusive 

discussion regarding the reliability can be made.         

 

4.2.12.2 Replicability 

The next concept, replicability, which is closely linked to reliability, refers to which extent the 

authors enable for a replication of the study by other researchers. This concept is important to 

assess, since a common concern is that the author's own beliefs and biases could affect the 

research (Bryman and Bell, 2015). A study should, therefore, be easily replicated. This thesis 

strives to be as replicable as possible by explaining all the important steps in the research 

process.    
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4.2.12.3 Validity  

According to Bryman and Bell (2015), validity refers to the integrity of a study's conclusions. 

There are different categories of validity, and there is one in particular that is vital to discuss 

for this thesis; the internal validity, which highlights the possibility of other variables, not been 

taken into consideration in the model, to actually be the causal factor (Bryman and Bell, 2015). 

Hence, when drawing any conclusions regarding causality, this thesis does so in a modest way. 

The result regarding the relationship between the independent variable and the dependent 

variable can instead be seen as an indication of whether the independent variable could serve 

as an explanation to the movement in the dependent variable.  
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5. Empirical result & Analysis 
___________________________________________________________________________ 

The following section intends to give a descriptive presentation of the empirical findings of the 

study. The result is created from the collected data and illustrated in tables and graphs, 

followed by an explanation to provide further insights to the results. Moreover, each hypothesis 

is covered, followed by an overall analysis through an integrative analysis. 

 

5.1 Descriptive statistics  

Table 1 represents monthly descriptive statistics for the dependent, independent and control 

variables and displays some varying results. The mean simply illustrates a specific variable’s 

average, and the standard deviation demonstrates the variation as a dispersion from the mean. 

The minimum and maximum statistics demonstrate the lowest and highest observed values for 

each variable within the sample. The N column describes the number of observations of each 

variable. As seen in table 1, the number of observations varies between the different variables, 

due to missing data for certain variables. Thus, the final amount of valid observations ended up 

to be 3 604.  

 

Table 1 
           Descriptive Statistics  

 N Miniumum Maximum Mean Std. Deviation 

Return 3744 -0,29430 0,58940 0,0090495 0,6761359 
Media coverage 3743 0 3331 223 246,966 

P/B ratio 3657 0,240 4285,21 7,133 123,49 
Size 3744 3620,34 880661,16 99438,7 129147,3 

Turnover 3692 52301 2976770 436569,2 437735,2 
Beta 3744 0,11 2,17 0,955 0,3607 

N - vaild 3604     

Notes: Descriptive statistics for all variables used in the study, in a monthly time interval.  
 

Diagram 1 displays how the volume of media coverage varies for each of the 52 companies 

included in the sample. The diagram presents the total volume of media coverage, i.e., the 

amount of published articles for each company, for the selected timeline from 2013-01-01 to 

2018-12-31. As table 2 depicts, there is a substantial difference in the volume of media 

coverage, i.e. amount of articles, the different companies have received from the Swedish media 
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during the estimation period. In sum, the average volume of media coverage for the sample is 

“16 061”, and “80 267” for the company with the highest volume of media coverage and “919” 

for the lowest. 

 

Diagram 1  

 
Notes: Volume of media coverage for the companies in the sample from 2013 to 2018.      	
 

Table 2  

                   Descriptive statistics 

 Media coverage 

Max: 80267 

Min: 919 

Mean:  16061  

Total:  835157 

Notes: Descriptive statistics for the volume of media coverage,  
demonstrating the maximum, minimum, mean and total amount  
of articles.                
 
 

 

5.2 Pearson correlation 

A Pearson correlation test was conducted for the sample of 52 firms in order to identify to what 

extent the different variables is linearly correlated to each other. This is different from the 

regression analysis, which shows how the independent variable and control variables impact 

the dependent variable, individually. The result from the Pearson correlation test is visualized 

in table 3, where the Pearson correlation coefficient, r, equals any number between -1 and 1 

and where the number indicates the extent to which the variables are linearly correlated. The 
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sign of the coefficient indicates the direction of the relationship. Saunders, Lewis and Thornhill 

(2016) argued that, as a rule of thumb, a correlation coefficient either under -0.5 or above 0.5 

represents a strong correlation, while a correlation coefficient that lies between -0.5 to -0.3 and 

0.3 to 0.5 implies moderate strong relationship, and -0.3 to 0.3 indicates a weak correlation 

between the variables. The main outcome of the test was the linear relationship between media 

coverage and stock return, with a value of -0.011. This indicates a weak negative linear 

correlation between the two variables. However, since the Pearson correlation test indicates a 

p-value greater than 0.05 between the variables, the linear correlation cannot be considered 

significant. Studying the other control variables, turnover is the variable with the strongest 

linear relationship with media coverage. Furthermore, it also represents the variable with the 

highest linear correlation with the stock return.  

 

Table 3  

Notes: * . Correlation is significant at the 0,05 level **. Correlation is significant at the 0,01 level 

 

 

 

 

 

 

          Pearson correlation   
 Return Media 

coverage 
P/B - 
ratio 

Size Turnover Beta 

Return 
 

1 
 

     

Sig (2-tailed)       
N 3744      
Media coverage -0,011 1     
Sig. (2-tailed)  0,501      
N 3743 3743     
P/B-ratio -0,040* -0,006 1    
Sig. (2-tailed) 0,017 0,719     
N 3657 3656 3657    
Size -0,012 0,402** -0,014 1   
Sig.(2-tailed) 0,466 0,000 0,404    
N  3744 3743 3657 3744   
Turnover  -0,063** 0,566** 0,001 0,612** 1  
Sig.(2-tailed) 0,000 0,000 0,985 0,000   
N 3692 3691 3605 3692 3692  
Beta -0,024 0,022 -0,012 0,052** 0,184** 1 
Sig.(2-tailed) 0,149 0,174 0,483 0,000 0,000  
N  3744 3743 3657 3744 3692 3744 
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5.3 Multiple regression analysis 

The regression model for this research was chosen after conducting a Breusch-Pagan test 

(Appendix 1), Hausman test (Appendix 2), and after tested the data for multicollinearity 

(Appendix 3 and Appendix 4). The tests concluded insignificant signs of multicollinearity but 

demonstrated that the data suffered from heteroscedasticity. The presence of heteroscedasticity 

made a panel data analysis the most appropriate regression model to use. Table 4 summarizes 

the completed regression, with the dependent variable stock return, the independent variable 

media coverage and the control variables size, turnover, price-to-book ratio, and beta. Notably 

from the information provided by table 4, all of the control variables, except beta, is significant 

at 5% level of significance, with both negative and positive relationships to the dependent 

variable. Regarding the beta variable, the reason for the illustrated result is due to the fact that 

it has the same value during the whole time period, for each company. The value is the average 

for the whole period, meaning, there is no change in the variable, and when conducting a 

regression with fixed effect, a variable with no change will not be taken into consideration. For 

this reason, the beta variable was omitted in this regression.   

 

In order to get a result from the regression that is as accurate as possible, all the data of which 

the regression is based upon was converted into quarterly data. For this reason, two separate 

multiple regressions were conducted, where the quarterly regression was used as a robustness 

test to validate the test based on monthly observations. The result from both of the regressions 

is summarized in table 4. Notably, the two regressions demonstrated essentially the same results 

which strengthen the robustness of the test conducted.  

 

Table 4 

Notes: *. Correlation is significant at the level of 0,01 **. Correlation is significant at the level of 0,05 ***. Correlation is significant at the 
level of 0,01.  
 

  Regression  

 Monthly Std-error Quarterly Std-error 

Media coverage  0,0000307*** 0,00000794 0,0000255** 0,0000109 

P/B ratio -0,0000204** 0,00000929 -0,0000605** 0,0000271 

Size 0,000000118*** 0,0000000357 0,000000376*** 0,0000000106 

Turnover -
0,000000000405*** 

0,0000000000756 -0,000000000525*** 0,0000000000904 

Beta 0 (omitted)   0 (omitted)  

N – valid  3605  1219  

R - Square 0,0041  0,0148  
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5.4 Hypothesis I 

Hypothesis 1: “Media coverage has an insignificant effect on stock returns “, is tested through 

the multiple regression in order to establish whether or not the chosen independent variable is 

significant or insignificant. Overall, the regression, based on monthly data, displayed in table 

4, concludes that a significant relationship exists at the 1% level of significance between media 

coverage and the stock return. The coefficient of 0.0000307 can be interpreted in the following 

way; an increase in the media coverage variable with one unit, i.e. one published article for a 

company, causes a 0.003% increase in the associated stock’s return. Hence, the regression 

showed that media coverage had a positive, but weak, effect on stock returns and therefore the 

result is not in line with hypothesis 1. However, it can be argued that the relationship between 

stock returns and media coverage has low economic significance even if the relationship was 

shown to be statistically significant. The effect of 0,003% per article is considered to be small 

and therefore have a rather low long-term economic effect.   

 

5.5 Hypothesis II & III  

Diagram 2 and table 5 present the results for the second and third hypothesis, which addresses 

how media coverage affects stock returns: Hypothesis 2: “The volume of media coverage is 

negatively correlated with the stock returns” and Hypothesis 3: “The volume of media 

coverage is positively correlated with the stock returns”. Both hypotheses were tested through 

a portfolio analysis (introduced in section 4.2.9). Inspired by Fang and Peress (2009), this study 

sought to further investigate the media coverage-stock return relationship by separating 

companies in the sample depending on their respective experienced volume of media coverage. 

For this reason, the median of monthly media coverage was determining the composition of 

each portfolio. As presented in table 5 and diagram 2, the low media coverage portfolio 

outperforms the portfolio consisting of stocks with a higher volume of media coverage, which 

was similar to the findings of Fang and Peress (2009); companies with low media coverage had 

a higher return than those companies with higher coverage. The result from the portfolio testing 

is, thus, in line with hypothesis 2 and contradicts hypothesis 3. For a further illustration of the 

performance of the two portfolios, the total return of each portfolio is demonstrated in diagram 

2.  
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Table 5             Diagram 2  

 
Notes: Yearly returns shown for high vs low media coverage portfolios.   Notes: Total portfolio returns during 2013-01-01 to 2018-12-31. 
 

 

5.6 Integrative analysis 

Behavioural finance has essentially scrutinized the way market participants interpret and trade 

on information in order to understand why the marketplace repeatedly exemplifies contradicting 

outcomes compared to traditional finance. A fundamental step in this research was the 

investigation of the overall relationship between the media coverage variable and the stock 

returns, which was examined through the multiple regression analysis, reported in table 4. The 

multiple regression mainly concluded that a significant relationship exists for the studied 

variables, and thus confirms earlier conclusions (e.g., Barber and Odean, 2008, Bushee and 

Miller 2012; Fang and Peress, 2009). Additionally, contradicting the first hypothesis, 

“Hypothesis 1: Media coverage has an insignificant effect on stock returns”, the regression 

proves that media coverage has an effect on stock return. Moreover, in consistency with 

previous papers, the coefficients of the control variables used in the regression model (price-to-

book value, size, and turnover), can significantly influence the returns of stocks (Hillert, Jacobs 

and Müller 2014; Tetlock, 2010; Statman, Thoreley, and Vorkink, 2006; Chae, 2005). 

 

Similarly, as Fang and Peress (2009) documented, two constructed portfolios were designed 

based on each company’s specific volume of media coverage. The documented findings of this 

paper find the low media coverage portfolio to be superior to the other portfolio for every year 

in the research period except for one year. Notably, the portfolio including stocks with a lower 

volume of media coverage performed a total return of 81.15%, which arguably represents a 

notable development over the 6 years. The return difference of 33.08% between the two 

portfolios is moreover considerable.  

   High and low media coverage portfolios 
 High portfolio Low portfolio 

2013  20,21%  21,18% 
2014 12,45%  19,75%  
2015 1,65%  17,96%  
2016 14,26%  9,86%  
2017 5,36% 13,74%  

2018 -5,87% -1,34%  

Total:  48,07% 81,15% 
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In line with Fang and Peress (2009), the portfolio analysis confirmed the second developed 

hypothesis for this paper: “Hypothesis 2: The volume of media coverage is negatively correlated 

with the stock returns”. Thus, in this aspect, companies with the lowest volume of media 

coverage appear to be the best performing ones. Correspondingly, one may shed some light on 

Merton’s (1987) investor recognition model, which rests on the incomplete information 

reasoning. Behavioural scholars have particularly stressed the fact that investors suffer from an 

incapability to process all relevant information for an optimal, rational financial decision-

making. Hence, the findings from the portfolio examination support Merton’s (1987), as the 

findings from this study suggest that a lower volume of media coverage does mean that those 

less media exposed stocks represent investing alternatives of which not all investors are that 

well-informed. This existence of incomplete information thus corresponds to expectations to 

yield a return premium as a compensator for the incomplete information provided by the news 

media. However, noteworthy, these previously illustrated findings are somewhat contradicting 

to the above interpretation of the information provided from the multiple regression analysis 

that concluded a (weak) positive association between media coverage and the stock return.  

 

An in-depth analysis of the results was made in order to further investigate the outcomes from 

the regression and the portfolio analysis. When analysing the secondary data, a pattern was 

found between media coverage, turnover, and stock returns. Notably, as visualized in the 

collected data, media coverage was noticed to continuously affect the variable turnover in a 

positive way, a pattern existing for all investigated companies. This particular relationship is 

supported by the Pearson correlation test (table 3), in which a strong positive linear relationship 

between media coverage and turnover is demonstrated. At the same time, the regression (table 

4) documents that turnover had a negative impact on stock returns. However, the result in the 

regression can be hard to interpret since the data was in different scales when the regression 

was conducted. Considering this, the turnover illustrated a larger effect on stock returns than 

media coverage when adjusting for differences in scales. The pattern visualized was that an 

increase in media coverage causes an increase in the turnover of a stock, which in turn affects 

the stock returns negatively as turnover proved to have a larger significant negative effect on 

stock return than media coverage. This entails that turnover affects the return to a greater extent 

than media coverage, which may explain why the two tests contradict each other. Furthermore, 

the regression analysis is based on a limited set of variables compared to the portfolio testing. 

In other words, there are an infinite number of factors that may influence the movements of a 

given stock; e.g. momentum effect and liquidity (Liu, 2006; Cahart, 1997).  
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Fama’s (1970) semi-strong form of the EMH theory state that all publicly available information 

should immediately be incorporated in stock prices and referred to such a condition as 

information efficiency. This notion implies that information provided by the media should have 

a small effect, if any, on stock markets. Since the result shows a rather substantial difference of 

33.08% between the high media coverage portfolio and the low media coverage portfolio it 

implies that information in fact have an effect on the stock returns. The findings therefore 

support the work by Tetlock (2007), Tetlock, Saar-Tsechansky and Macskassy (2008) and Fang 

and Peress (2009), who demonstrate opposing views to the information efficiency reasoning.  

In sum, the authors interpret the documented findings by suggesting that numerous factors, 

including the volume of media coverage, influences a stock’s return and outcomes in the 

financial marketplace to various degrees. As previously discussed, in addition to prove a 

significant effect on stock returns, media coverage moreover showed to impact other variables 

to varying extents, principally the turnover. Moreover, the findings shed further light on 

behavioural finance theories, and the fact that the financial marketplace indeed consists of 

individuals who likely interpret the provided information highly individually. Furthermore, the 

authors argue that information of companies provided through traditional media still plays an 

influential role in shaping the decisions by investors.  
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6. Conclusion  
__________________________________________________________________________ 

This section serves to conclude the findings from the research by answering the research 

question together with a further summary of the study’s main results and analysis. 

 

The purpose of this study was aimed at exploring the effect media coverage has on publicly 

listed companies on the Swedish stock exchange. A regression analysis and a portfolio analysis, 

based on secondary data, was conducted to fulfil the purpose. The following research question 

was asked: 

 
• (RQ1): How does the volume of media coverage affect stock returns? 

 
 
All of the independent and control variables were found to be statistically significant and had 

an impact on stock returns. Furthermore, the independent variable media coverage was found 

to have a significant effect on stock returns. Since a robustness test was performed which 

supported the existence of a significant positive relationship, a more confident conclusion can 

be drawn from this study. However, the effect of the independent variable media coverage can 

be argued to not be economically significant. This is because each news article published had 

close to a negligible effect in the long run.  

 

The relationship between media coverage and stock returns was shown to be positive, but weak, 

in the regression which was contradicted by the conducted portfolio analysis where low media 

coverage stocks outperformed the counterpart. The reason for the contradictory result 

corresponds to the factors considered in the tests. The regression model only considers a limited 

set of chosen variables which are interpreted individually, while the portfolio analysis regards 

all potential stock return affecting factors. Anyhow, the portfolio analysis demonstrated that 

high media coverage had a negative effect on stock returns. This is similar to existing research, 

such as Fang and Peres (2009), which strengthen that a relationship exists in different financial 

market environments. Moreover, the result is strengthened by the fact that the relationship was 

the same for every year in the tested period except for one year. The result of this study shows 

that the media coverage is not the main factor in the return differences in the portfolio analysis. 

Nevertheless, an indication is made that the variable has an impact on stock return either 

through itself or by impacting other variables that in turn affect stock returns.   
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7. Discussion 
__________________________________________________________________________ 

This chapter covers a broader perspective of the implications of this study. It highlights how 

this paper contributes to existing literature, limitations of the conducted study, followed by 

suggestions for future research. 

 

7.1 Contributions, potential impacts or significance 

This thesis contributes to the literature by providing empirical evidence of the effect media 

coverage has on stock returns in a Swedish context. Firstly, by documenting that media 

coverage is statistically significant when it comes to affecting stock returns in the long-run 

perspective. Secondly, the study can help to enlarge the understanding of how low media 

coverage stocks perform against high media coverage stocks and why this might be the case. 

The research will, therefore, help future studies to explore new relationships regarding the role 

of media in a financial market context. For the general investor, this paper can be helpful by 

providing information on how publicly listed companies are influenced by the quantity of news. 

 

7.2 Limitations 

There are some limitations to take into consideration when evaluating this study's conclusion, 

which might affect the result if they were to be incorporated in this thesis. Firstly, as mentioned 

in the analysis, there are many different factors that can affect stock returns, and this thesis only 

highlights a few, which in turn can lead to misinterpretation of the true effect a variable has. 

Secondly, there was a limitation of only including large cap companies and thus not include 

stocks listed on mid or small cap, and to see how different sizes of companies are affected by 

media coverage. Furthermore, it can be argued that the construction of the media coverage 

variable is flawed. This is since it does not take into consideration how many people each article 

reaches out to. For instance, an article that reaches a few people is treated the same way as an 

article that reaches many people. Moreover, this thesis does not consider the attitudes towards 

the included articles, in other words, a positive article is treated the same way as a negative. 

The constant development in media and financial markets may cause that the findings from this 

research will be outdated in the future, for the reason of that this thesis only focuses on 

traditional media. In addition, the regression analysis demonstrated a low R-square value. This 

could be argued to be a limitation since there is no conclusion that can be drawn from the 

aggregated model.  However, importantly, the fact that all the variables proved to be significant 

by themselves, it is still possible to draw conclusions from them separately.  
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7.3 Future research potential 

Through this thesis, valuable information about how media coverage affects stock returns has 

been presented. However, along the writing process, the authors encountered several additional 

aspects which further could contribute to existing literature within this field. Logically, research 

within this area can be extended by evaluating the use of independent variables and investigate 

if different variables affect the relationship between media coverage and stock returns. In 

particular, this study demonstrated a strong correlation between media coverage and turnover 

which may open up for further explorations. Moreover, as this study’s sample only consists of 

stocks traded on the large cap list, further research can potentially examine whether a similar 

relationship holds for different company sizes. For instance, an investigation where companies 

listed on small, mid and large cap were compared would be interesting. It could also be argued 

that future research in this area would cover how the media coverage effect varies depending 

on the ownership structure for a given stock. In other words, evaluate if the effect of media 

coverage is greater for stocks with higher vs. lower institutional owners. 

 

Furthermore, this thesis only investigates the impact of traditional media, through newspaper 

mentions, on the stock return, and thus do not take into consideration the effect of social media. 

Future research could, therefore, investigate the relationship between how social media affects 

specific companies returns both in the long- and short-term perspective. Likewise, this 

particular relationship could also be investigated further through the previously mentioned 

division of companies into small, medium and large companies, and examine the potential 

difference. In addition, depending on the specific area of interest, it would be favourable to 

combine a quantitative and a qualitative approach in order to more thoroughly explore 

behavioural finance aspects regarding how investors are influenced by the media.  
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