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Abstract

This study conducts a detailed investigation into the interplay between major sport-
ing events, specifically the ICC Cricket World Cups and FIFA Football World Cups, and
their potential impact on the relationship between dividend announcements and stock
market returns. Beyond the customary exploration of investor sentiment and its connec-
tion to stock market returns, our research thoroughly examines the effects of these sig-
nificant sports events on the stock market’s reaction to dividend announcements. Drawing
on extensive FTSE 350 index data spanning January 1990 to December 2021, we employ
event study methodology as the primary analytical framework. To bolster the reliability of
our findings, we apply the Generalized Method of Moments (GMM) estimation method,
addressing potential endogeneity concerns. Our results uncover a distinct pattern—the
stock market exhibits a less favourable response to dividend increases announced follow-
ing England’s victories in major sporting events, such as the FIFA Football World Cup and
ICC Cricket World Cup, compared to instances where they faced defeat. Additionally, we
observe a more negative market response to dividend decreases announced following Eng-
land’s losses in these pivotal sporting events, as opposed to England emerging victorious in
these key contests. This research contributes valuable insights into the intricate relationship
between sports passion and market dynamics, offering implications for both scholarly dis-
course and investment strategy formulation.
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1 Introduction

While the profound impact of sports on the economy is universally acknowledged, the
equally influential role of investor sentiment in stock markets cannot be overlooked (Baker
and Wurgler 2006). A substantial body of research has delved into the relationship between
investor sentiment and stock market returns, utilizing diverse proxies including sports,
weather, and calendar anomalies (Ashton et al. 2003; Edmans et al. 2007; Hasan and Islam
2022; Kaplanski and Levy 2010; Fan and Wang 2018). In this study, we build upon this
existing research by leveraging major sports events, such as the ICC Cricket World Cup
and FIFA Football World Cups, as investor sentiment proxies. Our aim is to empirically
examine the influence of these events on the stock market’s response to dividend announce-
ments, contributing to the evolving understanding of sports’ impact on market dynamics.

As emphasized by Ashton et al. (2003), two plausible reasons underlie the stock mar-
ket’s reaction to significant sporting events like the ICC Cricket World Cup and FIFA Foot-
ball World Cup. Firstly, national sporting success may generate a "feel-good" effect, foster-
ing future confidence. Secondly, an efficient stock market would recalibrate expectations of
potential economic benefits linked to national team performance, weighing match results
and the likelihood of the team advancing further in the tournament, given the growing
commercial importance of such events. Notably, our expectation is that the stock market’s
response will be more subdued in friendly matches, contrasting significantly in qualifying
and final matches where the feel-good factor is more pronounced.

Football game outcomes are intertwined with stock market performance through two
distinct theories. Neoclassical finance posits that investors’ response is fundamental, stem-
ming from a reassessment of the economic effects of matches (the efficient market hypoth-
esis) (Fama 1970). For instance, triumph in a football game translates into augmented
revenue from merchandise sales, broadcasting contracts, gate attendance, or prize money
(and vice versa for defeats) (Geyer-Klingeberg et al. 2018). Contrary to this, behavioral
finance theory challenges the rationality paradigm, suggesting that investors are susceptible
to behaviorally driven effects (Shiller 1984), including mood swings following sporting
events (the sports sentiment hypothesis). Consequently, asset valuation factors in psycho-
logical elements, such as the "positive vibes" or potential overconfidence induced by match
outcomes (Kerr et al. 2005; Schwarz et al. 1987; Wann et al. 1994). Recent investigations
(Geyer-Klingeberg et al. 2018; Dimic et al. 2018; Wang and Markellos 2018; Payne et al.
2018; Hiremath et al. 2019; Gao et al. 2022; Hayduk 2022) intimate that outcomes of sig-
nificant sports competitions, like the FIFA Football World Cup and the ICC Cricket World
Cup, might reshape investors’ outlooks and subsequently influence stock returns. This is
further accentuated by psychological studies revealing varied responses to wins and losses,
where the stock market tends to react positively to a triumph and unfavorably to a defeat.
This pattern explains the strategic timing of businesses releasing their dividend announce-
ments after major sporting events like the FIFA Football World Cup and the ICC Cricket
World Cup.

Diverging from earlier studies primarily focused on scrutinizing the correlation between
investor sentiment, using diverse indicators including sports, and stock market outcomes
(Geyer-Klingeberg et al. 2018; Dimic et al. 2018; Wang and Markellos 2018; Payne
et al. 2018; Hiremath et al. 2019; Gao et al. 2022; Hayduk 2022; Das et al. 2024; Hasan,
2021b; Hasan 2024), our investigation takes a nuanced approach. We delve into whether
significant sports events, like the FIFA Football World Cup and ICC Cricket World Cup,
not only influence the association between investor sentiment and stock market returns but
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also impact the stock market’s reaction to dividend announcements. Our results, derived
from the FTSE 350 index, uncover that the stock market responds less favorably to divi-
dend increases announced following England’s victories in major sporting events, such as
the FIFA Football World Cup and ICC Cricket World Cup, compared to scenarios where
they had lost. Additionally, a more negative reaction is observed in the stock market to
dividend decreases following England’s victories in key sports events compared to situa-
tions where they had lost.

This study makes a substantial contribution to the extant literature on multiple fronts.
Firstly, it introduces a partially novel model, the "binary model specification," to empiri-
cally examine the impact of major sports events, like the ICC Cricket World Cup and
FIFA Football World Cup, on the association between dividend announcements and stock
returns. Secondly, our research draws on key theories, specifically dividend signaling
theory and investor sentiment theory. Lastly, the study holds significant implications for
investors, underscoring the noteworthy influence of major sports events on stock market
reactions.

The subsequent sections of this paper are structured as follows: Section 2 provides a rel-
evant literature review and develops hypotheses, Section 3 outlines our data and empirical
analysis, Section 4 discusses the results, and Section 5 addresses endogeneity and robust-
ness checks. The final Section 6 concludes this paper.

2 Theoretical background and theoretical development

The influence of major sporting events on the stock market has been a subject of substan-
tial interest. Rooted in the Efficient Market Hypothesis (EMH), which posits that all traded
assets in a regulated market should already incorporate significant information related to
traders, the Event Study Methodology introduced by Fama et al. (1969) has been pivotal
in assessing the impact of public information on share prices. According to EMH, share
prices should only change in response to new information emerging from FIFA Football
World Cup matches and ICC Cricket World Cup matches. This perspective aligns with
prior research indicating that share prices respond to various events, including profit and
dividend announcements, as well as asset sales (e.g., Hasan et al. 2023; Pritamani and Sin-
gal 2001; Thompson et al. 1987).

Major sporting events, such as the FIFA World Cup and ICC Cricket World Cup, hold
a significant sway over the stock market, as highlighted in previous studies. Samagaio
et al. (2009) emphasized two key factors directly influencing the stock market during these
events: sporting performance and financial performance. Payne et al.’s (2018) findings sug-
gested that investors might possess some ability to predict game results, impacting subse-
quent stock market returns. Notably, Gerrard’s work from 2005 found no distinction in the
ranking of financial and athletic success goals between listed and non-listed English clubs.

Exploring the connection between sporting events and investor sentiment reveals that
winning major games, like the FIFA World Cup and ICC Cricket World Cup, has the
potential to alter investors’ expectations and impact stock returns. Edmans et al. (2007)
provide psychological evidence indicating a substantial influence of key sporting events
on investor sentiment. For instance, Wann et al. (1994) reported strong positive reactions
from supporters when their team wins, and conversely, a negative reaction when their team
loses. This divergence in fan behavior following wins and losses is well-documented in
psychology literature, suggesting that losses have a more pronounced impact on stock
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market returns compared to wins, in line with Kahneman and Tversky’s (1979) Prospect
Theory.

Moving to the intersection of stock returns and dividend policy, a longstanding debate
in financial research, we find that companies listed in the FTSE 350 index strategically
time their dividend announcements after major sports events like the FIFA Football World
Cup and ICC Cricket World Cup. Recent studies by Geyer-Klingeberg et al. (2018), Dimic
et al. (2018), Wang and Markellos (2018), Payne et al. (2018), Hiremath et al. (2019), Gao
et al. (2022), and Hayduk (2022) suggest that sports event outcomes can alter investors’
expectations and impact stock returns. This strategic timing is rooted in the observed psy-
chological reactions of people to wins and losses, with the stock market responding posi-
tively to a favored team’s victory and negatively to a loss.

The broader implication is that individual club stocks react more directly to wins or
losses, reflecting investor sentiments tied to specific teams. Yet, concerning national teams
such as England achieving victories or facing defeats in events like the FIFA Football
World Cup or ICC Cricket World Cup, the influence on the overall market becomes more
noticeable. Our study aims to explore the correlation between major sports events and the
stock market’s response to dividend announcements, suggesting that the results of these
events play a substantial role in shaping the market’s reaction to such declarations.

H1: Big sports events (FIFA football world cup and ICC cricket world cup) affect the
reaction of the stock market to dividend increase (decrease) announcements.

3 Data and empirical analysis
3.1 Data

In this study, we employ FTSE-350 index data spanning from January 1990 to December
2021. Our sample selection criteria closely align with Hasan’s previous work (2021a and
2022). We specifically included only the last dividend announcements made by firms listed
in the FTSE-350 index, and these announcements were consistently made following the
conclusion of the FIFA football World Cup and ICC cricket World Cup events. It is impor-
tant to note that announcements regarding interim dividends and stock dividends made
during the event period were excluded from our analysis. Additionally, we excluded firms
from the financial and utility sectors due to their distinct financial document maintenance
practices, as discussed by Claessens and Laeven (2006) and Pindado et al. (2015). We also,
excluded any foreign firms listed in the FTSE-350 index to mitigate the potential noise.
Our data set exclusively comprises dividend announcements that occurred after the
conclusion of major sports events, specifically the FIFA Football World Cup and ICC
Cricket World Cup. This pattern strongly suggests that firms intentionally time their divi-
dend announcements to coincide with these significant sports events, as also noted by Das
et al. (2023). Following Das et al. (2023) we winsorized our data set at 2.5%. Any addi-
tional company announcements (such as earnings reports, stock splits, share buybacks,
stoke dividends, rights issues, mergers, and acquisitions) made between T-10 and T+ 10
are not included because they could "contaminate" the findings. Shares must be exchanged
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Table 1 Sample selection criteria

Description No. of Firms No. of observations
Initial search on Eikon database 350 10,850
Excluding utility and financial firms 22 1,682
Dividend unpaid or omission firms 57 3,900
Additional announcements 40 1,247
Final sample 231 4,021

Source: Eikon database

This table showing the detail sample selection criteria of this research paper

Table 2 Details of firm dividend changes observations by big sports events (ICC Cricket world cup and
FIFA Football world cup)

Variables Number of obs Dividend Dividend Unchanged
increase decrease dividend

ICC Cricket World Cup 244 194 12 38

FIFA Football World Cup 84 53 15 16

This table showing the details of firm’s dividend changes event window by big sports events (ICC Cricket
world cup and FIFA Football world cup)

frequently. Firms that did not transact for more than 100 days during the estimation time
are excluded.!

From January 1990 to December 2021, we gathered the closing prices for all FTSE-350
businesses on a daily basis. We have 231 firms in the sample and 4,021 observations after
using all the sample selection factors (see Table 1).

3.2 Descriptive statistics

Table 2 presents insightful descriptive statistics for the ICC Cricket World Cup and FIFA
Football World Cup events. Notably, the ICC Cricket World Cup comprises 244 obser-
vations, encompassing 194 dividend increases, 12 dividend decreases, and 38 unchanged
dividends. In contrast, the FIFA Football World Cup involves 84 observations, with 53 div-
idend increases, 15 decreases, and 16 unchanged dividends.

Moving to Table 3, we examine the descriptive statistics for dividend event observa-
tions across various panels. Panel A provides an overview of the entire sample, highlight-
ing minimal mean values for control variables reversal and momentum (0.001 and 0.003,
respectively). The dividend’s range spans from -0.50 to+0.50, with a mean and standard
deviation of CAR [+1, -1] at 0.013 and 0.059, respectively. Panels B, C, D, and E focus
on winning and losing samples for both FIFA Football World Cup and ICC Cricket World

! The thin trading issue is well known to lead to inaccurate estimates of the market model parameters
(Brown and Warner 1985).
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Table 3 Descriptive statistics for
dividend event observations

@ Springer

Variables No. Obj Mean Std. Dev. Min Max

Panel A: Whole sample (Winning and Losing of FIFA Football and ICC
Cricket World cup)

R ADIV (%) 4,021 0.098 0.131 —0.500  0.500
Size (£ billion) 4,021 7.080 1.453 0.386  12.061
Reversal (%) 4,021 0.001  0.004 —0.040  0.075
Momentum (%) 4,021 0.003 0.015 —0.096 0.063
Divi.Yield (%) 4,021 0.020 0.013 0.000  0.172
CAR [-1,+1] (%) 4,021 0.013  0.059 -0.409 0513
Panel B: Winning sample (FIFA Football World Cup)
RADIV (%) 438 0.114  0.143 -0.429  0.438
Size (£ billion) 438 7.019 1.321 0.078  10.659
Reversal (%) 438 -0.001 0.004 —0.011 0.007
Momentum (%) 438 0.006 0.014 —0.041 0.041
Divi.Yield (%) 438 0.021 0.013 0.000  0.054
CAR [-1,+1] (%) 438 0.015 0.051 —0.148  0.107
Panel C: Losing sample (FIFA Football World Cup)
RADIV (%) 3,583 0.098 0.131 —0.500  0.500
Size (£ billion) 3,583 7.081 1.454 0.386  12.061
Reversal (%) 3,583 0.001  0.004 —0.041 0.075
Momentum (%) 3,583 0.003 0.015 —0.096  0.063
Divi.Yield (%) 3,583 0.021 0.013 0.000  0.172

CAR [-1,+1] (%) 3,583
Panel D: Winning sample (ICC Cricket World Cup)

RADIV (%) 644 0.089  0.127 —0.500  0.483
Size (£ billion) 644 7274 1271 4271 11115
Reversal (%) 644 0.000  0.004 —0.011 0.017
Momentum (%) 644 —0.000 0.015 —0.059  0.031
Divi.Yield (%) 644 0.021  0.014 0.000  0.093
CAR [-1,+1] (%) 644 0.015  0.048 -0.139  0.163
Panel E: Losing sample (ICC Cricket World Cup)
RADIV (%) 3,377 0.099 0.131 —0.500  0.500
Size (£ billion) 3,377 7.066 1.464 0.386  12.061
Reversal (%) 3,377 0.001  0.004 —0.041 0.075
Momentum (%) 3,377 0.003  0.015 —0.096  0.063
Divi.Yield (%) 3,377 0.020 0.013 0.000  0.172
CAR [-1,+1] (%) 3,377 0.012  0.030 -0.409 0512

This table reports the firm’s characteristic for the sample firms. Panel
A represent the descriptive statistics for whole sample, Panel B wining
sample for FIFA Football world cup, Panel C losing sample of FIFA
Football world cup, Panel D winning sample for ICC Cricket world
cup and Panel E losing sample for ICC Cricket world cup. RADIV is
the annual changes of the dividend payment in percentage terms. Size
is representing the firm size, which is measured using the logarithmic
market capitalization one day prior to the dividend announcement, and
the Size values are in billions. Reversal is measured using cumulative
stock returns over previous month, it also representing in percentage.
Momentum is cumulated monthly stock returns from month t-12 to
t-2. Dividend Yield calculated using the ratio of the annual dividend
over the price one day prior to the dividend announcement. CAR is
representing Cumulative Abnormal Return, estimated using the abnor-
mal returns around the dividend announcement date



Exploring the connections: Dividend announcements, stock...

Cup. Notably, winning CAR [+1, -1] standard deviation values (Panels B and D) surpass
those of losing CAR [+1, -1] (Panels C and E).

Table 4 enriches our understanding through a pairwise correlation matrix. For both the
ICC Cricket World Cup and FIFA Football World Cup, dividend changes exhibit positive
correlations with all variables except dividend yield. Additionally, reversal and momentum
show negative and statistically significant correlations with other variables.

3.3 Empirical analysis

In this research, we employ the CAR [-1,+1] and regression analysis standard event study
methodologies. We utilize two distinct linear model specifications — one for a linear inter-
action model and the other for a linear binary model — to evaluate our main hypothesis.
The linear interaction model uses two explanatory variables, each of which reflects the
impact of an interaction. Our first independent variable in the linear interaction model is
the percentage change in dividends (RADIV), which is combined with a dividend increase
dummy (DPI). The second independent variable is the change in dividends (RADIV),
which interacts with a dividend decline dummy (DPD). In contrast, we only use the dummy
variables DPI and DPD as explanatory variables in our linear binary model.
The raw returns are calculated following the methodology outlined in Hasan (2022):

Ri,t = ln(Pi,t) - ln(Pi,z—l) (D

The computation of abnormal returns involves assessing the variance between the antic-
ipated returns and the realized stock returns of firm i on day t. Expected returns are esti-
mated through Sharpe’s (1963) market model, as outlined by Campbell et al. (1997):

Ry =a; + ViR, + € 2

where i?i’l represents the estimated normal stock returns of firm i on day t, o_i is the regres-
sion line’s intercept, and v; is the slope of the regression line. R_(mkt,t) denotes the bench-
mark market index on day t. In this study, anticipated returns were computed using the
FTSE-350 Index as the benchmark market. e_(i,t) denotes the standard error.

To estimate y;, which measures the stock’s association with the market index, a window
ranging from — 200 days to —20 days before the announcement date was utilized. Various
event window lengths, both preceding and following the announcements, were considered,
recognizing that information might be available before its formal disclosure. The abnormal
return (AR_(i,t)) of firm i for day t is determined as:

~

~ I
AR;, =R;, — (a; +v;F) 3

We calculate the CAR for each stock i, CAR;

i\(r,.r,)» @ the sum of the average abnormal
returns for all day’s ¢ in the event window:

]
CAR; .0 = 2uyer, ARG @

Finally, we estimate the mean CAR in the event windows (CAR(z,, 7,)) by measuring the
average CAR, ., for all n firms:
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_ 1 n
CAR(Tl, 72) = ; CARi,(Tlst) (5)

i=1

In the following, we use CAR to measure market reactions of dividend announcements.
For ICC Cricket world cup dummy and FIFA Football dummy variables defines as follows:

. 1, if t belongs to world cup match win by England
Crickety, = { 0, otherwise 6)
. 1, if t belongs to world cup match loss by England
Cricketyos;, = { 0, otherwise 0
1, if t belongs to world cup match win by England
Footballyy;,, = { 0, otherwise ®)

_ | 1, if t belongs to world cup match loss by England
Footballyys;, = { 0, otherwise ®)

In both models, CAR serves as the dependent variable, while the five control factors
encompass size, reversal, momentum, dividend yield, and shock. In two of our models, we
incorporate yearly dummies alongside either company or industry dummies. The industry
fixed effect utilizes Fama and French (FF) 17 industry categories.

3.4 Linearinteraction model

For both dividend increases and decreases, the association between dividend changes and
stock returns likely exhibits asymmetry. Consequently, we formulate the following interac-
tion model, which incorporates momentum in stock returns and uniform mean reversion while
permitting disparate responses to dividend increases and decreases. In this model, we intro-
duce one interaction term for the positive dividend-change group and another for the negative
change in the dividend group. The results of this model reveal that announcements of dividend
increases have a positive impact on stock returns, while decreases have a negative influence.

CAR"*! = 4o + ,\RADIV,,  DPI,, + A,RADIV,,  DPD;, + A;RADIV,, * DPI,, *
Bigsportseventy,, + A,RADIV,, * DPI, * Bigsportseventy, .. + AsRADIV,
DPD,, * Bigsportseventy;, + ARADIV; x DPD, * Bigsportsevent; +
A,Bigsportseventy,,, + AgBigsportsevent . + AgSIZE; + A(REVERSAL;+

A WMOMENTUM,, + A\,DIVIDENDy;; , + 4,3Shock;, + 9, DOWDUMMYIES+
9,YEARDUMMYIES + 9;FIXEDEFFECTS + ;,

(10)
where, CARI[.[_I’H] is cumulative abnormal returns [-1,+ 1]. For Big sports events see the
above definitions (Egs. 6 to 9). RADIV, are dividend payment changes for firm i (in per-
centage). DPI;, is 1 for positive dividend change, and otherwise 0. DPD,, is 1 for nega-
tive dividend change, and otherwise 0. We use big sports events (Football and Cricket
world cup) as one of the controls (for definition see Appendix Table 14). SIZE,, is firm
size, calculated using the logarithmic market capitalization. REVERSAL,, is reversal, which
is determined by accumulating stock earnings from the prior month. MOMENTUM,, is
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Table 5 Correspondence

Ti f Ti f ret
between the time of game and 1me o1 game e o7 return
time of return Monday to Thursday Tuesday to Friday

Friday to Sunday Monday

Time of return will always be delayed when market is closed

momentum, which represents the monthly stock results added together from months t-12 to
t-2. DIVIDENDy,, . is dividend yield for firm i calculated using the price one day before
the dividend declaration divided by the annual dividend. Shock is a dummy variable takes
value 1 if data falls in year 1995-2001 (Dot-com-Bubble), 2008-2009 (Global financial
crisis) and 2020-2021 (COVID-19), and otherwise 0. DOW is Day-of -the-week dummy,
where Monday, Tuesday, Wednesday, Thursday and Friday each take value 1 and otherwise
0. p;, is standard error. YEAR DUMMIES are year fixed effect dummies from 1990 to 2021.
FIXED EFFECTS are either industry dummies or firm dummies.

Football matches are typically scheduled in the evening or at night, and their impact is observed
in the stock market on the following day. In contrast, cricket matches, which span the entire day,
typically yield results in the evening, reflecting their influence on the stock market the following
day. The alignment between the timing of the game and the trading day is outlined in Table 5. It
indicates that matches held from Monday to Thursday correspond to trading days from Tuesday to
Friday, while matches held from Friday to Sunday align with the trading day on Monday.

3.5 Linear binary model

In the binary model, one variable signifies the positive effect of dividend changes, while
the other represents the negative impact. Binary models concentrate solely on whether
there is a dividend increase or decrease, without considering the magnitude of the changes.
Unlike the linear interaction model, the linear binary specification does not factor in the
size of dividend changes, potentially mitigating the influence of outliers on the results. The
omitted dummy for the intercept captures firms where RADIV,= 0, indicating no change
in dividends.

By excluding the consideration of the magnitude of dividend changes, our focus centers
on assessing whether a firm’s decision to increase or decrease dividend payments signifi-
cantly impacts returns, regardless of the extent of the dividend adjustment. We anticipate
obtaining comparable significant results for both model specifications—the interaction
model and the binary model. This anticipation is grounded in the understanding that these
two model specifications complement each other in our analysis.>

CAR- U = 4o + A\DPI, + 3,DPD,, + A,DPI,, * Big sports eventy,, + A,DPI,,
Big sports event; ., + AsDPD;, * Big sports eventy,,, + AcDPD,, *
Big sports eventy,,, + A;Big sports event ., + AgBig sports eventy,, . +
AgSIZE;; + A10REVERSAL;, + A, yMOMENTUM,, + A, DIVIDEND y;; p, +
AzShock;, + 8 DOWDUMMYIES + 9,YEARDUMMYIES + 9;FIXEDEFFECTS+
Hir
(11

2 See, Hasan 2021a and 2022 for more explanation.
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4 Results and Discussions
4.1 Value creation of dividend announcements

Table 6 illustrates the average abnormal return and cumulative average abnormal returns,
expressed as percentages, for two significant sports events: the FIFA Football World Cup and
ICC Cricket World Cup. These values represent the average outcomes observed across the
sample during the period surrounding the event day for each specific transaction. Our findings
concerning the returns linked to dividend announcements for FTSE-350 firms are consist-
ent with previous research in this field, particularly studies conducted in developed countries
like the UK. Significantly, the calculated CAR values in both of our event windows are posi-
tive and demonstrate statistical significance. These values represent the average CAR across
the sample during the period surrounding the event day for the particular transaction, from
T,=—-20to 7;=20.

4.2 Linear interaction model

Table 7 outlines that, in the case of the Cricket World Cup, all three primary independent vari-
ables in dividend increase (Panel A) exhibit both statistical and economic significance across
the four model specifications. However, for dividend decrease (Panel B), only two main inde-
pendent variables reach statistical and economic significance. These outcomes indicate that
the relationship between dividend-increase (decrease) announcements and stock returns was
notably influenced by the Cricket World Cup. These results align with our hypothesis and are
consistent with prior literature, such as Gao et al. (2022) and Payne et al. (2018). The subse-
quent calculations elucidate the methodology employed to determine the partial impact of a
dividend declaration made during the Cricket and Football World Cup.

(JZE?;;’/” |DPI;, = 1) = A,DPI;, + A;DPI,, * Big sports event,

ACAR, i\t .5 .
=> (ARADIV” |DPI;, = 1)-&1 + A3 * Big sports event,

1, if t belongs to world cup match win (12)
0, otherwise

1, if t belongs to world cup match win

0, otherwise

= /i\l + /?3 # 1[Cricketyy, = {

Footbally, = {

JICAR, '
(()RADI;/H |DPL; = 1) = A,DPI,, + A4,DPI;, * Big sports event,
ACAR, ~ o~
= (ARADA/,., \DPI;, = 1>=/11 + A4 * Big sports event,

1, if t belongs to world cup match loss (13)
0, otherwise

1, if t belongs to world cup match loss

0, otherwise

= Iy + Ay * 1[Cricket,,,, =

Football, ., = { ]
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Table6 Abnormal returns Day FIFA football world cup  ICC cricket world cup

Mean Std. Dev Mean Std. Dev

Panel A: Abnormal return

-20 —0.587**  0.313 0.421%* 0.032
-19 —0.765* 0.563 0.431%* 0.063
-18 0.562 0.123 —0.531 0.434
-17 0.585 0.357 —0.853 0.646
-16 0.354 0.453 0.598 0.321
-15 0.452%%* 0.255 0.786 0.684
-14 —0.342 0.027 —0.765%* 0.463
-13 —-0.764 0.346 0.865 0.756
-12 —0.653**  (0.245 0.754 0.657
—-11 0.397 0.135 0.654 0.356
-10 0.453* 0.254 0.765 0.743
-9 0.342% 0.245 —-0.743 0.543
-8 0.232%* 0.145 —0.764%** 0.564
-7 —-0.235 0.356 0.564%*** 0.432
-6 —-0.346 0.275 0.865 0.643
-5 0.456 0.141 0.654 0.321
—4 0.453 0.342 0.653 0.346
-3 —0.543 0.432 0.653* 0.454
-2 -0.571 0.642 0.642% 0.376
-1 0.235%%* 0.045 0.543%** 0.213
0 0.126%* 0.034 0.235%** 0.425
1 0.543%%* 0.268 0.754%%* 0.574
2 0.643 0.567 —0.865 0.755
3 0.064 0.045 —0.654 0.674
4 —0.345 0.453 —0.654 0.636
5 —0.453* 0.145 —0.765* 0.637
6 —-0.264 0.134 0.423 0.245
7 0.765 0.635 0.765 0.636
8 0.564* 0.524 —0.643 0.346
9 —-0.653 0.245 —0.754* 0.357
10 0.354 0.425 —0.754* 0.674
11 0.297 0.326 0.755* 0.738
12 —0.453 0.045 0.653* 0.536
13 —0.421%*%  0.064 —0.653 0.535
14 —0.546 0.131 —-0.764 0.436
15 0.317 0.425 —0.425 0.245
16 0.543 0.234 0.537 0.536
17 0.453 0.252 0.542 0.626
18 0.489* 0.521 —0.542 0.637
19 —0.345 0.265 —0.764***  0.525
20 —0.654*%*%  0.634 —0.535%* 0.374
Panel B Cumulative average abnormal return
CAR[-1,+1] 0.905%** 0.679 1.534%* 1.032
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Table 6 (continued)

Day FIFA football world cup  ICC cricket world cup
Mean Std. Dev. Mean Std. Dev

CAR[0, +1] 0.670 0.532 0.989%* 0.253

CAR[-20,+20]  0.742% 0.356 2.083%%* 0.943

This table reports the average abnormal returns, zﬁ, and the cumu-
lative abnormal returns, CAR, of dividend announcements. For both
panels, we provide AR and CAR under different environmental con-
ditions. In Panel B, we report CAR for the entire event window
[-20,+20], at and one day after the announcement [0,1] and around
the dividend announcement [-1,+ 1]. Details on the sample period are
provided in Table 2. The sample *, ** and *** denote statistical sig-
nificance at the 10%, 5%, 1% level, respectively

OCAR,
<6RADI‘V D;, = 1) A,DPD,, + AsDPD,, * Big sports event,
ACAR, )
= <ARADI‘V |DPD;, = 1) /12 + /15 = Big sports event,

1, if t belongs to world cup match win (14)
0, otherwise

1, if t belongs toworld cup match win

0, otherwise

= /12 + /15 # 1[Crickety, = {

Footbally,;, = {

(;&%l D;, = 1) = A,DPD,, + AcDPD,, * Big sports event,
ACAR, ~on ,
=> (ARADIV |DPD;, = 1)2/12 + Ag * Big sports event,

1, if t belongs to world cup match loss (15)
0, otherwise

1, if t belongs to world cup match loss

0, otherwise

= Iy + &g * 1[Cricket,,,, =

Football, ., = {

After conducting the joint significant test, our results indicate that for Cricket World
Cups, a firm fixed effect model holds significance in Table 7. Specifically, Table 7
reveals that a 10% growth in dividends increases stock returns by 1.11% in Model 4 on
the day following England’s victory in a cricket World Cup match, compared to a 0.48%
increase if England loses. Conversely, Model 4 suggests that a 10% decrease in divi-
dends reduces stock returns by 1.34% the following day when England wins a cricket
World Cup match. The partial derivatives results in Table 8 further elaborate on these
findings.

In Table 7, with the introduction of controls for big sports event outcomes (win or loss),
our "Big sports event win" (loss) variable shows statistical significance. These results align
with Edmans et al. (2007), who identified the impact of international soccer game results
on stock market outcomes. By incorporating the "Big sports events effect” into our analy-
sis, we mitigate the risk of attributing returns solely to sports outcomes, ensuring that the
effects of dividends are accurately captured. These findings indicate that the stock market
reaction is more positive to dividend-increase announcements following England’s victo-
ries in cricket World Cup matches than after losses, and conversely, the reaction is more
negative to dividend-decrease announcements following England’s losses in cricket World
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Exploring the connections: Dividend announcements, stock...

Table 8 Partial derivatives for big sports events (ICC Cricket world cup and FIFA Football world cup)
effect on dividend announcement dates using interaction specification

Model (1) Model (2) Model (3) Model (4)

Variable Cricket Football Cricket Football Cricket Football Cricket Football

Panel A: Dividend increase

,fl + j3 % 1(Win)  0.130 0.110 0.146 0.086 0.147 0.080 0.111 0.100

j\l + ,f4 * 1(Loss) 0.042 0.022 -0.011 -0.022 -0.013 -0.033 0.048 0.048
Panel B: Dividend Decrease

jz + j; % 1(Win)  0.090 0.079 0.074 0.106 0.083 0.113  0.134 0.122

/1\2 + }; # 1(Loss) - - - - - - - -

In here the dependent variable is CAR [-1,+1]. RADIV is annual dividend changes percentage. The
dummy variables are DPI and DPD. If the dividend changes percentage increase, then DPI=1, otherwise 0,
and if the dividend changes percentage decrease, then DPD =1, otherwise 0. Big sports events are respec-
tively ICC Cricket world cup and FIFA Football world cup. From Egs. (12) to (15) the partial derivatives
are calculated as. The sample period is from January 1990 to December 2021

Cup matches than after victories. This suggests that investors would react more negatively
if, on the night before, the England cricket team lost any World Cup matches and the fol-
lowing day a dividend decrease was announced. These results primarily indicate that when
firms announce dividends on or before a major sports event, the stock market reacts differ-
ently than it does under normal circumstances. Thus, our hypothesis is supported, and our
findings are consistent with previous literature (see Gao et al. 2022; Payne et al. 2018).

Table 7 documents that for the Football World Cup, all three main independent vari-
ables are statistically and economically significant in the four different model speci-
fications in Panel A. In Panel B, only two variables are statistically significant. These
findings illustrate that the link between dividend-increase (decrease) announcements
and stock returns was significantly influenced by the Football World Cup. These results
align with our hypothesis and previous literature (see Dimic et al. 2018; Godinho and
Cerqueira 2018).

Based on the joint significant test results, we observe that for Football World Cup
firms, the fixed effect model is significant, mirroring the findings for Cricket World Cups.
The outcomes in Table 7 suggest that a 10% dividend increase leads to a growth in stock
returns by 1.00% in Model 4 on the day following England’s victory in a football World
Cup match, while it raises stock returns by only 0.48% if England lost a World Cup match.
Conversely, Model 4 indicates that a 10% dividend decline reduces stock returns by 1.22%
on the day after England wins a football World Cup match. These findings imply that the
stock market reaction is more positive to dividend-increase announcements following Eng-
land’s victories in football World Cup matches than after losses, and conversely, the reac-
tion is more negative to dividend-decrease announcements following England’s losses in
football World Cup matches than after victories. This suggests that the stock market would
react more positively if a dividend announcement occurred on the day after the England
team wins a football World Cup match. These results indicate that our hypotheses are sup-
ported, aligning with previous literature such as Dimic et al. (2018) and Godinho and Cer-
queira (2018), which report that the stock market reacts positively the day after favourite
teams win football matches.
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4.3 Linear binary model

Table 9 documents that all three independent variables are statistically and economically sig-
nificant in the four model specifications for both cricket world cups and football world cups in
both panel A and panel B. The following are the calculations we use to determine the partial
impact of a dividend declaration made during the football and cricket world cup.

<¢;Zi1[e,, \DPI, = 1) = A,DPI,, + };DPI,, * Big sports event,
- (ig:f;u |DPI,, = 1)_,{1 + A3 * Big sports event,

1, if t belongs to world cup match win (16)
0, otherwise

1, if t belongs to world cup match win

0, otherwise

= /11 + /13 # 1[Crickety, =

Footbally;, = { ]

(ZZAIIQ“ |DPI;, = 1) = A,DPI,, + 2,DPI,, + Big sports event,
=> (ii’;’;” |DPI;, = 1) }:\] + ):1 * Big sports event,

1, if t belongs to world cup match loss (17)
0, otherwise

1, if t belongs to world cup match loss

0, otherwise

= /11 + /14 * 1[Crickety s, =

Football, ,;, = {

< jgﬁ,R)” |DPD;, = 1) = A,DPD;, + AsDPD,, * Big sports event,
= (igﬁgr |DPD;, = 1) /1\2 + /1A5 * Big sports event,

. 1, if t belongs to world cup match win 1
= /12 + /15 # 1[Crickety, = { f gO otherwise P (18)
1, if t belongs to world cup match win

0, otherwise

Footbally;, = { ]

(jgj;f) \DPD,, = 1) = A,DPD,, + 4,DPD,,  Big sports event,

=> (2;;\)R,r |DPD;, = 1) /?2 + /?6 * Big sports event,

1, if t belongs to world cup match loss (19)
0, otherwise

1, if t belongs to world cup match loss

0, otherwise

= Az + /16 * 1[Crickety,, =

Football, ., = {

The joint significant test results indicate that for Cricket World Cups, a firm fixed
effect model is statistically significant in Table 8, similar to our interaction model
(baseline model). However, three other models are also considered. Table 10 presents
the partial derivatives results. Table 9 reveals that any increase in dividends enhances
stock returns (on average) across firms by 2.10% in Model 4 on the day after England
wins a cricket World Cup match, while it improves stock returns by only 0.63% if Eng-
land loses a World Cup match. Conversely, Model 4 indicates that a dividend decrease
reduces stock returns on average across firms by -1.68% on the day after England won
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Table 10 Partial derivatives for big sports events (ICC Cricket world cup and FIFA Football world cup)
effect on dividend announcement dates using binary specification

Model (1) Model (2) Model (3) Model (4)

Variable Cricket Football Cricket Football Cricket Football Cricket Football

Panel A: Dividend increase
,fl + j3 % 1(Win) 0.040 0.039 0.031 0.032 0.031 0.016 0.021 0.023

j\l + ,’1\4 x 1(Loss) 0.007 0.013  -0.001 0.011  -0.003 —0.004 0.006 0.006

Panel B: Dividend decrease
jz + j; % 1(Win) —0.018 -0.016 -0.017 -0.018 -0.017 -0.018 -0.016 -0.020
,fz + jﬁ % 1(Loss) —0.054 -0.026 -0.037 -0.024 -0.035 -0.035 -0.030 -0.030

In here the dependent variable is CAR [-1,41]. The dummy variables are DPI and DPD. If the dividend
changes percentage increase, then DPI=1, otherwise 0, and if the dividend changes percentage decrease,
then DPD =1, otherwise 0. Big sports events are respectively ICC Cricket world cup and FIFA Football
world cup. From Egs. (16) to (19) the partial derivatives are calculated as. The sample period is from Janu-
ary 1990 to December 2021

a cricket World Cup match, while it diminishes stock returns by -3.09% if England
lost a cricket World Cup match. These results indicate that the stock market reaction
is more positive to dividend-increase announcements following an England win in
cricket World Cup matches than if they lose their matches, and the stock market reac-
tion is more negative to dividend-decrease announcements following any England loss
in cricket World Cup matches than if they had won. These results align with our base-
line model (interaction model specification).

Now, from the joint significant test for Football World Cups, Model 4 is found to
be significant. Table 8 suggests that an increase in dividend payments would increase
stock returns, on average, across firms by 2.34% in Model 4 on the day after England
wins the football World Cup match, while it boosts stock returns by only 0.68% if
the England team lost their football World Cup match. On the other hand, Model 4 in
Table 9 indicates that any dividend decrease will condense stock returns, on average,
across firms by -2.01% on the day after England wins the football World Cup match,
while it reduces stock returns by -3.03% if they have lost a football World Cup match.
These results suggest that the market reacts more positively to any announcement of
an increase in dividend following England’s win in a football World Cup match than
if they lost their matches, and the stock market reacts more negatively to dividend-
decrease announcements following England’s loss in football World Cup matches than
if they won matches. Our results are supported by previous studies and are consistent
with our baseline model.

5 Additional test

Test based on firm size 1In this section, we provide details on the additional tests con-
ducted to further support our preliminary findings. The entire sample was divided into
two distinct subsamples based on firm size. Firms with a size mean value ranging between
"2.00 and 3.00" were classified as small, while those with an average size between "6.00
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and 7.00" were classified as large. This firm size-based approach aimed to produce more
reliable findings for two key reasons. First, larger companies tend to pay more cash div-
idends while generating higher returns. In contrast, smaller companies often have lower
returns and may pay fewer or no cash dividends, choosing to invest their funds in projects
with a positive NPV (Net Present Value). Second, larger companies are more likely to pay
higher cash dividends because they are more focused on safeguarding investor interests, as
highlighted by Hasan et al. (2022).

Additionally, we observed that investors in larger firms tend to allocate substantial
amounts of money to the markets. They are aware that the firms they invest in will pay
dividends and are more likely to enjoy higher returns. Consequently, these investors place
greater emphasis on the success or failure of their favourite sports teams (such as Eng-
land) rather than being overly concerned with dividend increases or decreases. There are
two main reasons for this behavioural pattern. Firstly, investors in larger firms have more
substantial financial resources, so they are less perturbed by whether dividends increase or
decrease during major sporting events like the FIFA Football World Cup and ICC Cricket
World Cup. Secondly, these investors understand that their investments will yield higher
returns, given that larger firms have greater capital to invest in new NPV-positive projects,
which, in turn, generate higher returns. Conversely, investors in smaller firms are more
focused on receiving dividends. Therefore, their sentiment tends to decrease if dividends
decrease, even if their favourite sports team wins a major event. Conversely, their mood
improves when firms announce dividend increases, even if their favourite team loses the
event.

Table 11 provides further insight that aligns with the previous explanations. In Table 11,
Panel A reveals that when dividend changes are interacted with the dividend increase
dummy and big sports event wins, our results are statistically and economically significant
across the four different models (for both cricket and football) for both small and large size
firms. However, when dividend changes are interacted with the dividend increase dummy
and big sports event losses, our results are statistically significant for large size firms but
not statistically significant for small firms. These outcomes suggest that small size firms
react differently to dividend announcements and big sports events in comparison to stock
market returns.

Conversely, in Panel B of Table 11, we observe that when dividend changes are inter-
acted with the dividend decrease dummy and big sports event wins, our results are sta-
tistically and economically significant across the four different models (for both cricket
and football) for both small and large size firms. Nevertheless, when dividend changes are
interacted with the dividend decrease dummy and big sports event losses, our results are
statistically significant for small size firms but not statistically significant for large firms.
These findings are in line with our primary empirical results and are consistent with previ-
ous literature (see Baker and Wurgler 2006).

Test based on stock repurchase In this section, we present additional tests using stock
repurchase announcements as a substitute for dividend announcements. Prior litera-
ture suggests that stock repurchases serve as a substitute for dividends (see Golden and
Kohlbeck 2019; Grullon and Michaely 2002; Jiang et al. 2013). According to the dividend
substitution theory, companies might favor stock repurchases over dividends to avoid the
dilution effect on earnings associated with exercising stock options. Additionally, managers
may opt for stock repurchases to benefit from favorable tax treatment. The dividend sub-
stitution theory is supported by studies such as Kahle (2002), which demonstrates a rela-
tion between the rise in stock options and the increasing preference for stock repurchases.
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This is based on the observation that dividends negatively impact the value of managerial
stock options, while stock repurchases do not. Skinner (2008) and the work by Grullon and
Michaely (2002) posit that companies opt for stock repurchases instead of dividends for
capital payout to avoid dilution of EPS (Earnings per share) stemming from the utilization
of stock options, aligning with their research conclusions.

Jiang et al. (2013) put forth a novel hypothesis contending that managers perceive stock
repurchases and dividend payments as interchangeable. However, previous literature pro-
vides mixed evidence on this matter. On one hand, DeAngelo et al. (2000) report that,
although special dividends have become less frequent over time, share repurchases have
not replaced them. Jagannathan et al. (2000) argue that companies use repurchases to
release short-term cash flows and dividends to release permanent cash flows, indicating a
complementary role rather than substitution. Grullon and Michaely (2002) find that com-
panies paying fewer dividends than anticipated tend to buy back a comparatively larger
number of shares, supporting a substitution effect.

Based on the previous literature, our prediction is that stock repurchases serve as a sub-
stitute for dividends. In this section, we replace the dividend announcement date with the
repurchase announcement date to investigate whether repurchase announcements have any
effect on England’s win or loss in major sports events. It is evident from the literature that
firms usually repurchase stocks at higher prices (see Golden and Kohlbeck 2019; Grullon
and Michaely 2002; Jiang et al. 2013). Additionally, some firms repurchase their stocks
infrequently, and we include those firms in the repurchase initiation method, while others
repurchase their stocks frequently, and we include those firms in the repurchase continua-
tion method (See Appendix Table 14 for definition) (see Golden and Kohlbeck 2019; Grul-
lon and Michaely 2002; Jiang et al. 2013). Here, we use repurchase premium as one of our
main independent variables and then interact repurchase premium with big sports event
win and big sports event loss dummy. Our controls and fixed effects are consistent with our
previous tests, and we also cluster our results using firm ID and date. In this analysis, our
dependent variable is CAR [-1,+ 1]. We use the following equation to run our regression.

CARI[.:"H] = Ay + A Repurchase_Premium, + A,Repurchase_Premium,

Big sports eventy;,, + A;Repurchase_Premium, * Big sports event; .+

AyBig sports eventy,,, + AsBig sports eventy .., + A¢SIZE;, + A,REVERSAL,+ (20)
AgMOMENTUM, + AgDIVIDEND y; j, + 4,9Shock;, + 9, DOWDUMMYIES+
8,YEARDUMMYIES + 9;FIXEDEFFECTS + u;,

where, Repurchase_Premium, is the difference between the logarithm of book-value-
weighted market-to-book ratios of firms classified as Frequent Repurchasers (firms that
repurchase shares in year ¢, 1 — I, and ¢ — 2) and the logs of book-value-weighted market-to-
book ratios of Nonfrequent Repurchasers (shares repurchase in year ¢ but not in year ¢ — 7).
Panel A in Table 12 employs the repurchase initiation method, revealing that the repur-
chase premium variable is both economically and statistically significant at the 1% level
for both cricket and football World Cup matches. In the same panel, when the repurchase
premium interacts with the big sports events win variable, our results are economically and
statistically significant at the 1% level for both cricket and football World Cup matches in
both models. Similarly, when the repurchase premium interacts with the big sports events
loss variable, our results are economically and statistically significant at the 1% level, dis-
playing negative signs for both cricket and football World Cup matches in both models.
Panel B in Table 12 presents repurchase continuation results, which align with our
Panel A findings. These results suggest that whether firms are nonfrequent repurchasers

@ Springer



Exploring the connections: Dividend announcements, stock...

Table 12 Regression analysis of big sports events (ICC Cricket world cup and FIFA football world cup)
effect on stock repurchase announcement dates using interaction specification based on stock repurchase

Model (1) Model (2)
Variables Cricket Football Cricket Football
Panel A: Repurchase initiations method
Constant 0.0497#* 0.036%** 0.039%** 0.043%**
(0.026) (0.024) (0.036) (0.037)
Repurchase_Premium 0.158 3 0.395%: 0.309%::% 0.299%:3*
(0.069) (0.125) (0.189) (0.189)
Repurchase_Premium * Bigsportseventy;,, 0.058# 0.0875: 0.086%* 0.056%#*
(0.038) (0.045) (0.074) (0.026)
Repurchase_Premium * Bigsportsevent; ..., —0.025%%* —0.035%* —0.056%%* —0.038#**
(0.012) (0.025) (0.026) (0.024)
Controls YES YES YES YES
R? 8.45% 6.78% 7.59% 10.24%
N 1,123 1,123 1,123 1,123
Panel B: Repurchase Continuations Method
Constant 0.0397#* 0.045% 0.04 1%+ 0.043%*
(0.019) (0.026) (0.031) (0.029)
Repurchase_Premium 0.269%#* 0.236%** 0.312%%* 0.309%#*
(0.128) (0.125) (0.201) (0.213)
Repurchase_Premium * Bigsportseventy;,, 0.045%* 0.036%** 0.068*** 0.056%+*
(0.035) (0.019) (0.039) (0.045)
Repurchase_Premium = Bigsportseventy .., —0.029%%* —0.031%#%* —0.036%** —0.054#%*
(0.019) (0.021) (0.026) (0.031)
Controls YES YES YES YES
R? 5.23% 8.26% 7.26% 11.26%
N 896 896 896 896
Day-of- the Week effect YES YES YES YES
Year dummy YES YES YES YES
Industry effect YES YES NO NO
Firm effect NO NO YES YES
Clustered by Company ID and Date YES YES YES YES

Table 12 represents the standardized coefficient value and dependent variable is CAR [-1,+1]. Repurchase ini-
tiation method indicate that shares repurchase in year ¢ but not in year 7— / and repurchase continuation method
indicate that Firms that repurchase shares in year ¢, — I, and 1—2. Repurchase premium is the difference between
the logarithm of book-value-weighted market-to-book ratios of firms classified as Frequent Repurchasers (firms
that repurchase shares in year ¢, — 1, and - 2) and the logs of book-value-weighted market-to-book ratios of Non-
[frequent Repurchasers (shares repurchase in year ¢ but not in year — I). Size is representing the firm size, which
is measured using the logarithmic market capitalization one day prior to the dividend announcement, and the Size
values are in billions. Reversal is measured using cumulative stock returns over previous month, it also represent-
ing in percentage. Momentum is cumulated monthly stock returns from month t-12 to t-2. Dividend Yield calcu-
lated using the ratio of the annual dividend over the price one day prior to the dividend announcement. CAR is
representing Cumulative Abnormal Return, estimated using the abnormal returns around the dividend announce-
ment date. Big sports events are respectively ICC Cricket world cup and FIFA Football world cup. Shock is a
dummy variable takes value 1 if data falls in year 1995-2001 (Dot-com-Bubble), 2008-2009 (Global financial
crisis) and 20202021 (COVID-19), and otherwise 0. DOW is a day-of-the-week Dummy effect, where are the
dummy variables for Monday, Wednesday, Thursday and Friday. They each take value 1 on the respective day of
the week and O otherwise. We also use year dummy dummies, and Fama and French (FF) 17 industry dummy and
firm dummies. The sample period is from January 1990 to December 2021. Significant coefficients are highlighted
and superscripts ***, ** and * denote statistical significance at thel%, 5% and 10% level, respectively
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or frequent repurchasers, the difference is not substantial. In both situations, when a firm
announces stock repurchase and England wins (loses) any big sports events matches, the
stock market will react more positively (more negatively). These findings consistently sup-
port our previous test results and our hypothesis.

6 Endogeneity and robustness check
6.1 GMM estimation

In both of our model specifications, we incorporate five different control variables to alle-
viate the omitted variable bias. However, potential spurious results due to reversal cau-
sality necessitate addressing endogeneity problems. To tackle any established causality
issues, we employ the Two-Step GMM dynamic panel estimation method, a methodology
proposed by Arellano and Bond (1991), Arellano and Bover (1995), Blundell and Bond
(2000), and Hasan et al. (2022).

This study opts for system GMM over difference GMM due to its higher efficiency, as
established by Blundell and Bond (1998), while the latter tends to suffer from weak instru-
ment problems, as noted by Alonso-Borrego and Arellano (1999). The choice of a two-step
estimation approach over a one-step estimation is based on the rationale that two-step esti-
mation is more efficient, as indicated by Alam et al. (2020). System GMM proves to be an
efficient choice when dealing with panel data characterized by a smaller time dimension
(T=31) compared to its cross-sectional dimension (N=4,021), as highlighted by Asongu
et al. (2018). This method aligns well with the panel data structure, making it suitable for
addressing various issues such as endogeneity, unobserved heterogeneity, measurement
errors, and omitted variable bias resulting from reverse causality, as discussed in prior
research (Alam et al. 2019; Hasan et al., 2024; Mthanti and Ojah 2017).

The concern of reverse causality arises because dividends can influence a company’s profita-
bility, while earnings may also impact dividend payments. For instance, a higher firm valuation
may motivate managers to initiate dividend payments, creating a situation of reverse causality,
often referred to as simultaneity bias. The potential simultaneity bias underscores the need for
employing System GMM estimation, as it helps mitigate these issues and provides more reli-
able results compared to OLS regressions, as emphasized by Frijns et al. (2014).

The Two-Step GMM method results are presented in Table 13. From these results, we
observe consistency with our main empirical findings. Therefore, the findings indicate that
the stock market reacts more positively to dividend-increase announcements following any
England win in big sports event matches than if they have lost their matches, and the stock
market reacts more negatively to dividend-decrease announcements after any England
match loss in such big sports event matches than if they win matches.

7 Conclusion
In our research, we contribute significantly to the current academic discourse by delving

into an aspect often overlooked in prior studies. While existing literature has primarily
explored the broader connection between sports and investor sentiment, our focus extends

@ Springer
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to the specific impact of major sporting events, notably the ICC Cricket and FIFA Football
World Cups. Our empirical investigation aims to explain the relationship between dividend
announcements and stock market returns within the context of these high-profile sports
events. Drawing on comprehensive data from the UK FTSE 350 index spanning from Janu-
ary 1990 to December 2021, our thorough analysis strives to uncover how these prominent
sporting occasions distinctly shape the reaction of the London Stock Exchange (LSE) to
announcements regarding changes in dividends.

Our empirical findings, derived from both linear interaction and linear binary models,
unveil distinctive patterns in the stock market’s reaction. Following victories by the Eng-
land team in the World Cup (both in cricket and football), the stock market exhibits a more
favourable response to announcements of dividend increases compared to instances when
they face defeat. Conversely, the stock market’s reaction turns more negative when con-
fronted with announcements of dividend decreases following losses by the English team
in the World Cup, in both cricket and football, compared to when they emerge victorious.
Importantly, these results withstand scrutiny when employing the GMM method to account
for endogeneity, suggesting the robustness of our findings.

These findings hold significant practical implications. Firstly, we advocate for further
research into the impact of major sporting events on dividend announcements and subse-
quent stock market reactions. Such investigations could offer deeper insights into diverse
behavioural investment actions. Secondly, investors are urged to recognize the significance
of these events in shaping stock prices and the resulting investment behaviour. Lastly, poli-
cymakers should acknowledge the importance of major sports events and consider taking
appropriate measures to support the market as needed.

7.1 Limitations and further research

This research paper is not without its limitations, and we recommend that future research
address these gaps. One potential limitation is the possibility that the observed loss effect
can be attributed to fluctuations in liquidity. Investors, influenced by the outcome of a
match, may be less inclined to participate in the stock market the following day, result-
ing in reduced order flow. If a substantial number of investors refrain from trading, the
increased time required to execute trades may force sellers to accept lower prices. To
investigate this possibility, access to aggregate trading volume data for the stocks under
study would have been required. Unfortunately, collecting such data exceeded the scope of
this research paper. Therefore, we suggest that future researchers strive to gather relevant
aggregated trading volume data for stocks and explore whether they yield results similar to
or different from our findings.

Furthermore, this paper has other limitations, including the focus on firms listed on the
FTSE-350. However, some of these firms may also be listed on other stock exchanges in
different countries. Future researchers could investigate the potential impact of dual listing
on stock returns. Additionally, our analysis concentrated on the performance of the English
national team. Future researchers might explore whether the outcomes of matches involv-
ing other UK teams (such as Scottish or Northern Irish teams) have any discernible effects
on the London Stock Exchange, given that all four UK nations trade on the same stock
exchange.

Considering that international traders participate in the London Stock Exchange, ques-
tions arise about whether these traders uniformly react to the performance of the Eng-
lish national team. Investigating this issue is beyond the scope of our research paper but
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represents a potential avenue for further exploration. Lastly, we lack data on how many
traders typically watch matches. Future research could incorporate such data to assess
whether professional traders react differently based on their match-watching habits. In con-
clusion, while this research provides valuable insights, it is essential to acknowledge these
limitations and encourage future researchers to address them to enhance our understanding
of the relationship between sports events, investor sentiment, and stock market behaviour.

Appendix

Table 14 Variables definition

Variables

Definition

[~141]
CAR,,
Big sports events (Win)

Big sports events (Loss)

RADIV,
DPI,,

DPD,

SIZE,
REVERSAL;,

MOMENTUM,,
DIVIDENDy g, p,,

Shock

DOW

Hit

YEAR DUMMIES

FIXED EFFECTS

Repurchase initiations method
Repurchase continuation method
Repurchase premium

is cumulative abnormal returns [-1,+ 1]
1, if England team win any big sports events (FIFA football and ICC
cricket world cup) match, 0 otherwise

1, if England team loss any big sports events (FIFA football and ICC
cricket world cup) match, 0 otherwise

Dividend payment changes for firm i (in percentage)

1 for positive dividend change, and otherwise 0

1 for negative dividend change, and otherwise 0

Calculated using the logarithmic market capitalization

Which is determined by accumulating stock earnings from the prior
month

Which represents the monthly stock results added together from months
t-12 to t-2

Dividend yield for firm i calculated using the price one day before the
dividend declaration divided by the annual dividend

Dummy variable takes value 1 if data falls in year 1995-2001 (Dot-com-
Bubble), 2008-2009 (Global financial crisis) and 2020-2021 (COVID-
19), and otherwise O

Day-of -the-week dummy, where Monday, Tuesday, Wednesday, Thurs-
day and Friday each take value 1 and otherwise 0

Standard error

Year fixed effect dummies from 1990 to 2021

Either industry dummies or firm dummies

Shares repurchase in year ¢ but not in year ¢ — 1
Firms that repurchase shares in year ¢, t— 1, and 1 -2

Difference between the logarithm of book-value-weighted market-to-
book ratios of firms classified as Frequent Repurchasers (firms that
repurchase shares in year ¢, — I, and ¢ —2) and the logs of book-value-
weighted market-to-book ratios of Nonfrequent Repurchasers (shares
repurchase in year ¢ but not in year ¢ — /)
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