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Abstract: Beijing attempted to host both the 2000 and 2008 Olympic Games, being unsuccessful 
in 2000 and successful in 2008. This paper analyzes the influences the Olympic host 
announcements on Chinese stock market indices. Olympic host announcements may impact the 
bidding countries’ investors’ sentiments (mood effect) and their rational economic expectations 
(economic effect); thus, the bidding countries’ stock market returns may be affected. Employing 
event study analysis, this paper first differentiates the mood effect from the economic effect on 
the Chinese stock market indices, and then demonstrates that a negative economic effect is likely 
to be associated with hosting the Olympic Games. The findings of this paper will be useful to 
decision makers in cities considering the possibility of hosting future Olympic Games.  
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1. Introduction 
 
In 1993, Beijing bid to host the 2000 Olympic Games. Although Beijing led the voting in the 
first, second and third rounds of the election, the city lost in the final round by two votes to 
Sydney, Australia. In 2001, Beijing submitted a bid to host the 2008 Olympic Games, and on 
July 13, 2001, Beijing finally fulfilled its dream. For both bid proposals, China invested 
enormous amounts of labor and resources, and the ultimate success was a reflection of the 
cumulative efforts of Chinese people.  
 
Why did hosting the Olympic Games mean so much for China? There are mainly two answers to 
this question. (1) China wanted a platform to present itself to the entire world as a country with 
growing strength, internationalization and prosperity, thereby eliminating its previous sense of 
inferiority and increasing its self-confidence, and Chinese leaders believed that the Olympic 
Games were an effective means to reach this goal. (2) Policy makers, as well as most Chinese 
people, believed that staging the Olympic Games would boost domestic consumption, 
investment and government spending, which can be transformed into higher GDP growth not 
only for Beijing and its surrounding regions, but also for the entire country.  
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The two above reasons are termed the “mood effect” and “economic effect”, respectively. This 
paper first untangles how the mood and economic effects each affect bidding countries’ stock 
market indices at the Olympic host announcement, and then this paper specifically investigates 
whether the economic effect of hosting the Olympic Games is positive using the stock market 
approach. Although the actual economic effect may take several years to materialize, the mood 
effect and the anticipated economic effect can be incorporated into the stock market indices 
fairly soon. Because Beijing twice sought to host the Olympic Games, first unsuccessfully for the 
2000 Games and then successfully for the 2008 Games, the city provides a unique experiment to 
test the linkages between the Olympic host announcements and the associated stock market 
returns.  
 
A large body of literature has examined how mega-sporting events affect investors’ mood and 
create abnormal returns in the stock market. Mega-sporting events may have no economic impact 
and simply changes the investors’ mood. Hirt et al. (1992) found that individuals’ estimates of 
their own future performance were significantly better in the winning condition than in the losing 
condition. Saunders (1993) and Kamstra et al. (2000) demonstrated that stock market prices were 
influenced by economically neutral events when they affected the psychological state of 
investors. Following this line of thought, Edmans, Garcia and Norli (2007) argued that three 
conditions were needed to justify the causation link between a mood variable and the abnormal 
stock returns. The sporting event must be able to do the following: 1) drive mood in a substantial 
and unambiguous way, 2) impact a large proportion of the population, and 3) create a similar 
reaction in a majority of individuals within a country. For China, winning or losing an Olympic 
bid satisfied all three conditions. Assuming that the bidding result was not fully anticipated1, 
Beijing’s losing bid for the 2000 Olympic Games should have created a negative stock market 
abnormal return because Chinese investors felt upset, and its winning bid for the 2008 Olympic 
Games should have created a positive stock market abnormal return because Chinese investors 
experienced elation.  
 
Previous studies have investigated whether staging a mega-sporting event affects the hosting 
city/country’s economy using the regional input-output model or the stock market approach. The 
Summer Olympic Games can be arguably considered the most prestigious mega-sporting events. 
Many cities, supported by their countries, compete fiercely to host the Olympic Games, backed 
by a huge amount of upfront investment. Organizers declare that staging a mega–pageant, such 
as the Summer Olympic Games, creates enormous economic benefits to the hosting city/country, 
and this declaration is supported by many economic impact reports. If staging the Summer 
Olympic Games has a positive economic effect, then these huge economic benefits should reflect 
positively in the host country’s stock market around the host city nomination date.  
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However, a number of studies have reported that the economic benefits of the Olympic Games 
have been overestimated, and there is little evidence that the economic benefits of hosting the 
Games necessarily outweigh their economic expenditures. For example, a huge investment is 
usually needed to build new Olympic stadiums, whereas the utilization of those buildings can be 
extremely low after the games. Matheson (2006) suggested that there was no statistically 
significant net economic benefit for hosting mega-sporting events. Assuming that the bidding 
result was not fully anticipated, if Chinese investors evaluated the right to host the Olympic 
Games as a positive net present value project, then Beijing’s losing bid for the 2000 Olympic 
Games should be associated with a negative stock market abnormal return and its winning bid 
for the 2008 Olympic Games should be associated with a positive abnormal return. On the 
contrary, if Chinese investors expected the right to host the Olympic Games as a negative net 
present value project, then the Chinese stock market should have fluctuated in the reverse pattern.  
 
Employing event study analysis, the main findings of this paper are as follows. First, there are 
significant abnormal returns due to the success or failure of Beijing’s Olympic bids. Second, the 
influence from the mood effect and the economic effect could be distinguished by comparing 
abnormal returns in the Chinese A and B share indices2. Finally, using the stock market approach, 
a negative economic effect is associated with the Olympic Games being hosted by Beijing, China. 
Considering the fact that Shanghai, another Chinese city, is considering bidding on a future 
Olympic Games and that many other cities are actively bidding to host Olympic Games in the 
future on the basis that staging such an event would be an economic boost for the local or 
regional economy, the lessons learned by Beijing can provide valuable information to potential 
bidders.  
 
The rest of the paper is organized as follows: Section 2 reviews the related sports economics 
literature, Section 3 describes the data collection process, Section 4 outlines the methodology 
applied in this paper, Section 5 presents the empirical results and discussion, and Section 6 
presents concluding remarks.  
 
2. Literature Review 
 
A number of studies have documented the relationship between mega-sporting events and 
national stock market reactions with mixed results. Some studies present results without 
attributing them to either the mood or economic effects because the two effects are hard to 
separate. For example, controlling for the existence of prior expectations, Martins and Serra 
(2007) found that the culmination of a mega-sporting or cultural event was associated with a 
positive stock market return in the winning country and a negative stock market return in the 
losing country. A related study by Smith and Krige (2010) indicated that a moderate win effect 
in the Johannesburg Stock Exchange return could be attributed to South Africa’s national 
sporting performance. Meanwhile, some other studies assumed that mega-sporting event could 
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affect national stock markets through mood effects. For instance, stock market returns respond to 
sudden changes in investor mood caused by wins or losses in soccer matches (Ashton, Gerrard 
and Hudson, 2003 and Edmans, Garcia and Norli, 2007). 
 
Further, a small body of literature focused on the relationship between Olympic host 
announcements and the bidding countries’ national stock market abnormal returns has produced 
divergent results. On the one hand, Berman, Brooks and Davidson (2000) found that the Sydney 
Olympic Games announcement had no overall impact on Australian stock market returns. On the 
other hand, several papers indicated that significant stock market abnormal returns could be 
attributed to Olympic host announcements, but the market abnormal returns varied by country 
and by analysis. For example, Veraros, Kasimati and Dawson (2004) analyzed the 2004 Olympic 
host announcement and its effect on the Athens and Milan stock exchanges. Their study revealed 
a significant positive effect on returns for the winner’s stock exchange but no significant effect 
on returns for the loser’s stock exchange. Similarly, Dick and Wang (2010) indicated a 
significant and positive announcement effect of hosting the Summer Olympic Games and no 
significant results for losers and for the Winter Olympic Games. In contrast, Mirman and Sharma 
(2010) presented significant negative stock market reaction for hosting the Winter Olympic 
Games and insignificant reaction for losers and for Summer Olympic Games. The studies above 
do not attempt to explain the mechanisms that cause an Olympic host announcement to affect a 
bidding country’s stock market returns.  
 
From a different perspective, some other literature has directly examined the economic effect of 
hosting the Olympic Games. Ex-ante studies generally indicate that the economic impact of 
hosting the Olympic Games is positive. For instance, Zhang and Zhao (2007), using an 
interregional input-output model, argued that the economic impact of the Beijing 2008 Olympic 
Games would add 2.02, 0.23 and 0.09 percent annually to gross regional products of Beijing, its 
surrounding area and the rest of China, respectively. In the same vein, Hashmi, Fida and 
Alhayky (2008) compared the financial burden and potential economic benefit of the Beijing 
2008 Olympic Games, predicting that the 2008 Olympic Games would create enormous 
economic benefits for China.  

However, Kasimati (2003) and Kirkup and Major (2006) both mentioned that ex-ante forecasts 
were less reliable than ex-post analyses. Because direct measurements of economic variables 
related to hosting the Olympic Games, such as changes in income, investment, tourism and 
employment, are not always available, only a few ex-post Olympic Games economic impact 
analyses have been completed. Specifically, by employing regional input-output models, Porter 
and Fletcher (2008) argued that the real economic changes associated with 1996 Summer 
Olympic Games and the 2002 Winter Olympic Games were insignificant. Willner (2008) also 
studied the macro effects of the 1988 Korean Olympics and found little evidence to support GDP 
growth associated with hosting the Olympic Games3. Giesecke and Madden (2011) modeled the 
economic impacts of the Sydney Olympics in retrospect and found that a $2.1 billion loss was 
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generated in Australian real private and public consumption. Finally, Li et el. (2011) found that 
in terms of the Beijing 2008 Olympic Games, the economic impact from added tourism was 
predicted to be positive in ex ante analysis but proved to be negative in ex post analysis.  

This paper can be considered an extension of the literature that focuses on Olympic host 
announcements and the relevant stock market reactions. In this paper, several Chinese stock 
market indices are examined to separate the mood effect from the economic effect, and the 
empirical results are used to provide a reference for cities that want to host the Olympic Games 
in the future.   
 
3. Data 
 
There are two stock exchanges operating in China, namely, the Shanghai Stock Exchange 
(Shanghai SE) and the Shenzhen Stock Exchange (Shenzhen SE)4. The Shanghai and Shenzhen 
overall stock market indices are analyzed to uncover investor reactions to the 2000 and 2008 
Olympic host announcements. As previously discussed, both the Olympic Games’ mood effect 
and economic effect can affect the return of stock market indices in both directions, and it is 
difficult to distinguish between the two effects. Luckily, some special features of Chinese stock 
exchanges can help to separate the mood effect from the economic effect. For both the Shanghai 
SE and Shenzhen SE, there are two types of stock shares being issued: A shares and B shares5. 
The A share prices are quoted in Renminbi and are mainly open to Chinese investors6, whereas 
B share prices are quoted in United States (U.S.) dollars and are primarily open to non-Chinese 
investors7. Both the Olympic Games’ mood effect and economic effect can influence Chinese 
investors’ investment decisions, which should be reflected as abnormal returns for A shares. 
Non-Chinese investors are less likely to feel the same elation or sadness as are Chinese investors 
regarding Beijing’s Olympic bids. Their reactions are more likely to result from anticipation of 
the Olympic Games’ economic effect, which should be reflected as abnormal returns for B 
shares.  
 
Nine daily closing indices from Rising Security’s database are collected for the analysis in this 
paper. Three of these indices, the Shanghai Composite Index, the Shanghai Composite A Share 
Index, and the Shanghai Composite B Share Index, are from the Shanghai SE with data starting 
December 19, 1990 and ending October 31, 2010. The other six indices, the Shenzhen 
Component Index, the Shenzhen Component A Share Index, the Shenzhen Component B Share 
Index, the Shenzhen Composite Index, the Shenzhen Composite A Share Index and the 
Shenzhen Composite B Share Index, are from the Shenzhen SE. Among the six Shenzhen indices, 
the Shenzhen component index group data set begins on October 5, 1992 and ends on October 31, 
2010 and the Shenzhen composite index group data set begins on December 19, 1995 and ends 
on October 31, 2010.  
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Considering that the U.S. is China’s most important trading partner, accounting for 30% of 
Chinese exports and 9% of Chinese imports, the Sino-U.S. relationship is of considerable 
importance to China. Therefore, to estimate the world stock market impact on Chinese stock 
market, this paper uses the S&P 500 as a proxy for the world index. Index-level data from 
December 19, 1990 to October 31, 2010 are downloaded from finance.yahoo.com8.  
 
The 2000 and 2008 Olympic host announcement dates are obtained from gamesbid.com. The 
election results for the 2000 and 2008 Olympic Games were announced on September 23, 1993 
and July 13, 2001, respectively. The nine stock market indices are plotted in Figure 1 with the 
times of the Olympic host announcements specified.  
 
4. Methodology 

 
4.1 Event Study  
 
This paper mainly employs the event study approach to analyze the impacts of the 2000 and 
2008 Olympic host announcements on the Shanghai SE and Shenzhen SE. The following 
standard formula is used to calculate the daily index returns:  

1ln( / )                                                                                                                            (1)t t tr P P −=
where rt represents the log return of the market index, Pt represents the closing index for the 
trading day and Pt-1 represents the closing index for the previous trading day.  
 
The events of interest, namely, the 2000 and 2008 Olympic host announcements and their dates, 
September 23, 1993 and July 13, 2001, respectively, are identified first. Because both the 2000 
and 2008 Olympic hosting decisions were made late at night in China, the event date is set as the 
first trading day after the announcement date. 
 
Next, a model is needed to establish the normal stock market return for an estimation window 
from t1=−360 to t2=−5 days before the Olympic host city election date. To ensure that the final 
results are not sensitive to the model selection for the estimation window, this paper experiments 
with three different models.  
 
The first model is a constant mean return model, which assumes that no economic argument 
about the market returns can be made.   

2, ( ) 0, var( )                                                                                                 (2)t t t tr E εα ε ε ε σ= + = =  
 
The second model is a basic market model. Dick and Wang (2010) previously estimated a market 
model based only on the world portfolio. The following market model is employed:  

2
, , ( ) 0, var( )                                                                                        (3)t m t t t tr r E εα β ε ε ε σ= + + = =  
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where rm,t represents the log return of the world portfolio, which is the S&P 500 index in this 
paper.  
 
The third model is an extended market model. Mirman and Sharma (2008) estimated an extended 
market model that included a world portfolio, a lag of the world portfolio, an AR(1) term and 
day-of-the-week dummy variables. The extended market model employed is as follows:  

8
2

1 , 2 , 1 3 1
4

, ( ) 0, var( )                                            (4)t m t m t t n n t t t
n

r r r r D E εα β β β β ε ε ε σ− −
=

= + + + + + = =∑
 

where rm,t−1 is the log return of the world portfolio on trading day t−1, rt−1 is the log return of the 
market index of the previous trading day, and D4 to D8 are dummy variables representing the day 
of the week for the estimation period.  
 
According to MacKinlay (1997), economic models, such as models 2 and 3 (equations 3 and 4, 
respectively), may provide more precise measures than statistical models, such as model 1 
(equation 2). However, this paper does not attempt to demonstrate that any of the three models is 
superior to the others in terms of estimating the normal stock market returns, nor does this paper 
intend to argue for or against any assumptions employed by the three models. This paper only 
focuses on the common results generated by all three models.    
 
Abnormal returns, represented by ARt, are subsequently calculated as the difference between the 
actual log return of the market index and the normal return predicted by the market model 
presented above. Cumulative abnormal returns (CARs) can help us to examine the ongoing 
impact of an event on market index returns, and these CARs are calculated in the following 
manner:  
 

2
2

1
1

                                                                                                                           (5)
t

t
t t

t t

CAR AR
=

=∑
 

 
where t1 and t2 represent the event window to be examined later. The variation of CARs is 
calculated as follows: 
 

2 2
1( ) ( 2 1 1)                                                                                                         (6)t

tVar CAR t t εσ= − +  
 
The statistical significance of CARs can be tested as follows:  
 

2 2
1 1 2 1 1/ ( ) ~                                                                                                       (7)t t

t t t tCAR Var CAR t − −  
 
Under the null hypothesis of no abnormal return, the above distribution follows a Student’s t-test 
with t2−t1−1 degrees of freedom.  
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4.2 Prior Expectation 
 
One crucial parameter in the event study is to what extent has the outcome of the event been 
anticipated by the investors. Malatesta and Thompson (1985) argued that if investors anticipated 
that the event would occur, the market abnormal return on the event announcement date would 
not accurately measure the true economic impact of the event. A few related studies have also 
found that the extent of the market reaction is affected by investors’ prior expectations. If that 
effect is the case, stock market indices may reflect part of the overall economic and/or mood 
effect of the Olympic host announcement if investors have partially anticipated the election 
results or reflect nothing if investors have fully anticipated the election results. To evaluate the 
impact of investors’ expectations, a cursory examination of the 2000 and 2008 Olympic host city 
election process is necessary. The International Olympic Committee rigorously reviewed all 
candidate cities’ qualifications to ensure a fair judgment of the bids. For the 2000 Olympic host 
city selection, Beijing was the leading city after the first, second and third round of elections but 
lost in the final round by two votes to Sydney, Australia. For the 2008 Olympic host city election, 
Beijing led in the first and the second round of election and ultimately won the right to host. The 
election process was highly competitive, and it was difficult to predict the winner in advance. 
Table 1 depicts the election process. 
 
Therefore, it is hard for investors to anticipate fully the election results, and the stock market 
reaction should at least resemble part of the overall economic and mood effects caused by 
hosting the Olympic Games. If investors expected a winning bid that did not occur, the market 
indices would fluctuate in reverse of the previous expectations.  
 
4.3 Event Window Selection 
 
In the event study literature, the event window usually covers multiple days before or after the 
event date because investors’ perception of the likelihood of the event will affect the market 
return even before the outcome becomes public, and supplementary information may be released 
after the event announcements. Moreover, according to China's Securities Regulatory 
Commission regulations, no stock’s daily fluctuation should exceed 10% in one trading day. The 
Olympic effects on certain stocks may be more than 10%, and, therefore, multiple days in the 
event window are necessary to reflect fully the impact from the Olympic host announcement.  
 
One important factor that affects the selection of the event window is the existence of 
contemporaneous incidents. Contemporaneous incidents can contaminate the effects of the target 
event. A careful examination of Chinese stock market history revealed that no significant 
incident happened to the Chinese stock market a month before or after September 23, 1993, 
which was the 2000 Olympic host announcement date. However, two events that happened 
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around July 13, 2001, the 2008 Olympic host city announcement date, had a significant impact 
on both the Shanghai and Shenzhen SEs. First, on June 12, 2001, the Chinese State Council 
announced a provisional regulation requirement that listed companies should sell state-owned 
shares of publically traded companies via IPOs and additional share offerings. This 
announcement depressed the stock market on that day by 1.78%. Later, the state stock reduction 
plan formally began with four newly listed companies on July 24, 2001, causing both the 
Shanghai and Shenzhen SEs to tumble in the following week. Considering the limit on stock 
price fluctuations in Chinese stock markets, it is likely that the shocks caused by both events can 
be fully assimilated into the stock market indices within about a week’s time of the news 
announcement date. Therefore, three event windows, [−1, +1], [−2, +2] and [−5,+5] are 
inspected in the following analysis. 
 
5. Empirical Results 

 
5.1 Empirical Results 
 
Table 2 reports the CARs for the Shanghai SE and the Shenzhen SE around the 2000 and 2008 
Olympic host announcements. Three main market indices, the Shanghai Composite Index, the 
Shenzhen Component Index, and the Shenzhen Composite Index, are examined in Table 2. On 
September 23, 1993, when Beijing lost its bid for the 2000 Olympic Games to Sydney by a 
narrow margin in the final round of voting, there is no consistent pattern displayed in the CAR 
coefficients, and no significance is demonstrated for the Shanghai Composite Index and the 
Shenzhen Component Index9 for any of the event windows. On July 13, 2001, when Beijing was 
declared the host city for the 2008 Olympic Games, the CAR coefficients are unanimously 
negative for all three main market indices. Specifically, the Shanghai Composite Index CARs, 
which are derived from the constant return model, are significant at the 10% level for event 
window [−1,+1], and the Shenzhen Component Index and Composite Index CARs, derived from 
all three models, are significant at the 10% level for event window [−1,+1]. As previously 
discussed, both the mood effect and the economic effect from the Olympic host announcement 
can have an effect on stock market returns, but it is hard to distinguish the two effects based on 
the results in Table 2.  
 
Table 3 reports the CARs of the 2000 and 2008 Olympic Games announcements for A shares 
and B shares. Three A share indices, the Shanghai Composite A Share Index, Shenzhen 
Component A Share Index, Shenzhen Composite A Share Index, and three B share indices, the 
Shanghai Composite B Share Index, Shenzhen Component B Share Index, Shenzhen Composite 
B Share Index, are analyzed in Table 3.  
 
The A share return results are quantitatively similar to the overall market index results discussed 
in Table 2 except that the Shanghai Composite Index CARs are no longer significant. However, 
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the B share results deserve detailed discussion. First, for the 2000 Olympic host announcement, 
all CAR coefficients for the B share index are positive compared to the mixed CAR coefficients 
for the overall market indices and A share indices. No significance is demonstrated for the CARs 
for the Shanghai Composite B Share Index, but there are significant positive CARs for Shenzhen 
Component B Share Index for event window [−5, +5] at either the 5% or 10% level of 
significance for all three models. Second, for the 2008 Olympic host announcement, the CAR 
coefficients for all B share indices are negative. Among the three B share indices, the Shanghai 
Composite B Share Index CARs, when derived from the extended market model, demonstrate 
negative significance for all event windows at the 10% level. Finally, for the 2008 Olympic host 
announcement, although CARs from both the A share indices and B share indices are all 
negative, the magnitude of the CAR coefficients calculated from the B share indices are 
consistently larger than those estimated from the A share indices. For example, for the Shanghai 
Composite Index CARs derived from the constant mean return model, the A share CAR 
coefficients are estimated to be −0.015, −0.016 and −0.010 for the event windows [−1,+1], 
[−2,+2] and [−5,+5], respectively, whereas the B share CAR coefficients are estimated to be 
−0.019, −0.025 and −0.134, respectively, for these three event windows.  
 
5.2 Discussion 
 
It is reasonable to assume that the Olympic Games mood effects on Chinese investors would be 
positive if Beijing won the Olympic nomination and negative if Beijing lost the Olympic 
nomination based on the attitudes shown by Chinese media reports. If the net economic effect for 
Beijing to host an Olympic Games is positive and investors cannot fully anticipate the election 
outcomes, then the economic and the mood effect should reinforce each other. If this is the case, 
the overall market and A and B share indices would have all displayed negative abnormal returns 
around the 2000 Olympic Games announcement and positive abnormal returns around the 2008 
Olympic Games announcement. However, the empirical results are not in line with the above 
expectation.  
 
Conversely, if the economic impact for Beijing to host an Olympic Games is negative, and 
investors only partially anticipate the election outcomes, then the economic and the mood effect 
should offset each other. The final stock market reaction can be positive, neutral or negative 
depending on which factor has stronger influence. Therefore, concerning the 2000 Olympic host 
announcement, the CARs for the main market and A share indices are insignificant because 
positive economic effect10 and the negative mood effect offset each other, whereas B share 
indices are positively significant because these indices are more affected by the economic impact 
and less affected by the mood impact. Concerning the 2008 Olympic host announcement, the 
main market and A share indices display significantly negative CARs due to the materialization 
of the negative economic effect expectation, which is partially offset by the positive mood effect, 
whereas B share indices are significantly negative, mainly as a result of the negative economic 
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effect. As predicted, the B share CAR coefficients are more negative than the A share CAR 
coefficients. Overall, the negative economic impact assumption suits the empirical results fairly 
well, which lead us to doubt the popular argument that the Olympic Games always result in huge 
economic benefits for the host economy11.  
 
5.3 Robustness Check 
 
To examine the sensitiveness of the aforementioned results, several robustness checks are 
performed. First, a sensitivity test on the selection of estimation window is conducted. Changing 
the estimation window from [−360, −5] to [−180, −5] has little effect on the CAR results. Second, 
in the market model and the extended market model, the S&P 500 is employed as a proxy for the 
world index. Similarly, replacing the S&P 500 with the NIKKEI 225 or HengSeng Index does 
not fundamentally alter the results. Note that it is not an objective of this paper to argue which 
index is optimal for approximating the world index with respect to Chinese stock market indices; 
this paper seeks to demonstrate that the presented results are not sensitive to the world index 
choice. Third, variation of the event windows, for example, changing the event windows from 
[−1, +1], [−2, +2] and [−5,+5] to [0, +1], [0, +2] and [0,+5], respectively, does not significantly 
change the results, and the above arguments still hold12.  
 
Finally, a nonparametric test, the Kruskal-Wallis H-test, is performed to determine whether the 
abnormal returns obtained during the 2000 Olympic host announcement event window are 
different from those observed during the 2008 Olympic Games announcement event window. 
The nonparametric test is employed because one important assumption used by any parametric 
test, the normal distribution of the returns, may not always hold true. Mishra and Smyth (2010) 
argued that when the data is not normally distributed, the Kruskal-Wallis H-test is the 
appropriate test to use. Table 4 presents the Kruskal-Wallis H-test results. The abnormal returns 
of the two Olympic Games host city announcements for the Shanghai Composite Index, 
Shenzhen Component Index, Shanghai Composite A Share Index and Shenzhen Component A 
Share Index are not significantly different between any of the event windows. However, for the 
abnormal returns of the Shanghai Composite B Share Index and Shenzhen Component B Share 
Index, the Kruskal-Wallis H-test reveals a significant difference between the two Olympic host 
announcements event windows. Broadly speaking, the nonparametric test results are consistent 
with the previous CAR parametric t statistic results.   
 
6. Conclusion 
 
Cities are still competing intensely for the right to host the next Olympic Games. Great impacts 
on tourism and net economic benefits to the whole society are declared to be associated with 
hosting the Olympic Games. It is difficult, if not impossible, to employ the direct analysis to 
estimate the economic benefits and costs to be attributed to staging the mega-event. Many 
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studies have instead analyzed the relationship between the Olympic host announcements and the 
national stock market reactions. Finding a winning or losing stock market effect does not 
necessarily mean that the economic effect from hosting the Olympic Games is positive. 
Behavioral economics literature indicates that mega-sporting events have a systematic impact on 
the national stock market, and the winning/losing stock market effects found above may only 
reflect the mood changes of the investors.  
 
This paper has studied the impacts of 2000 and 2008 Olympic host announcements on two 
Chinese stock exchange markets. The Chinese stock market indices may react to the Olympic 
host announcements through two channels, namely, the mood effect and the economic effect. For 
the main stock market indices, there are no significant CARs on Beijing’s losing bid for the 2000 
Olympic Games, but the indices exhibit significantly negative CARs on Beijing’s winning bid 
for the 2008 Olympic Games. For the A share and B share indices, the empirical results indicate 
that the A share results are similar to the overall market indices results. The B share results are 
positive for Beijing’s losing bid and negative for Beijing’s winning bid.  
 
This paper contributes to the literature by separating the mood effect and economic effect on 
stock market returns caused by the Olympic host announcements and provides evidence to 
support a possible negative economic effect associated with hosting the Olympic Games. 
Although many people have doubted the arguments that huge benefits can be derived from 
hosting the Olympic Games, no previous study has directly examined this hypothesis using a 
stock market approach. Many cities from different countries are considering the possibility of 
holding future Olympic Games, and the conclusions from the paper will provide valuable 
information to decision-makers in those cities. As we are not sure whether the results from this 
paper are applicable to other countries, it would be interesting to determine whether the net 
economic benefits from hosting the Olympic Games are always negative or dependent on 
country-specific factors. Further research in this area can concentrate on the mood and/or 
economic effects associated with other mega-sporting events.  
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1 The extent to which the outcome of the election process was anticipated by the investors is a crucial 
parameter in this paper. A detailed discussion of this issue is presented in the methodology section.  
2 A more detailed discussion of the nature of the A share and B share indices is included in the data 
section.  
3 Through ex-post studies, Baade and Matheson (2004) found that several cities did experience significant 
losses in contrast with the gains estimated by the tournament promoters for the 1994 World Cup in the 
U.S.  
4 The current law stipulates that companies with market capitalization higher than 400 million Renminbi 
(“RMB”) should list in Shanghai SE, companies with market capitalization less than 100 million RMB 
should list in Shenzhen SE, and companies between 100 million and 400 million RMB of capital can list 
on either exchange themselves. 
5 Almost all the listed companies issue A shares, whereas a much smaller number of listed companies 
issue B shares.   
6 Starting from December 2002, non-Chinese investors have been allowed to trade A shares under certain 
limitations. 
7 Starting from March 2001, Chinese investors can trade B shares. However, they must trade with legal 
foreign currency accounts. 
8 Although the MSCI World Index would be a better choice to approximate the world index, daily MSCI 
World Index data are not available until May 30, 2002, which makes it inappropriate for the event study 
in this paper.  
9 Shenzhen Composite Index is not available until December 19, 1995.   
10 Under the assumption that a negative economic impact exist for Beijing to host an Olympic Games, a 
losing bid means that the previous negative economic impact expectation is reversed, therefore the net 
economic impact is positive.  
11 Even if the sale of the state shares affects a longer period before or after the news announcement date, 
thus contaminating the 2008 Olympic host announcement impact during the event window, if we assume 
that the sale of the state shares should affect A shares and B shares in a similar pattern, the more negative 
value of B share CAR coefficients would still provide weak evidence that the anticipated economic effect 
from hosting the 2008 Olympic Games is negative.  
12 The detailed results of the robustness experiments mentioned in this paragraph are available from the 
author upon request.   
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Figure 1. Plots of Chinese Stock Market Indices  
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Table 1. 2000 and 2008 Olympic Host City Election Results 
 

1st 2nd 3rd 4th

Sydney, Australia 30 30 37 45
Beijing, China 32 37 40 43
Manchester, United Kingdom 11 13 11 -
Berlin, Germany 9 9 - -
Istanbul, Turkey 7 - - -
Beijing, China 44 56
Toronto, Canada 20 22
Paris, France 15 18
Istanbul, Turkey 17 9
Osaka, Japan 6 -

9/23/1993
Monte-Carlo, 

Monaco
2000

7/13/2001 Moscow, Russia 2008

DATE LOCATION GAMES
BID CITY 

(Winner in BOLD)
Round

 
Note:  

1. Source:www.gamesbid.com 
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Table 2. CARs of 2000 and 2008 Olympic Games Announcements 
 

CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat

Event Window 
[-1,+1] -0.006 -0.429 -0.029 -0.726 -0.015 -3.031 * -0.017 -3.700 * -0.015 -3.665 *
[-2, +2] -0.001 -0.026 -0.008 -0.188 -0.016 -2.073 -0.010 -0.754 -0.015 -2.005
[-5,+5] -0.001 -0.034 0.066 0.852 -0.013 -0.575 -0.020 -0.810 -0.011 -0.496

Event Window 
[-1,+1] -0.003 -0.156 -0.030 -0.769 -0.015 -2.925 -0.017 -3.656 * -0.015 -3.414 *
[-2, +2] 0.005 0.171 -0.009 -0.216 -0.016 -2.028 -0.009 -0.704 -0.015 -1.898
[-5,+5] -0.002 -0.055 0.070 0.895 -0.013 -0.572 -0.021 -0.818 -0.011 -0.499

Event Window 
[-1,+1] -0.001 -0.015 -0.026 -0.604 -0.017 -2.441 -0.018 -15.624 * -0.018 -3.726 *
[-2, +2] 0.018 0.391 -0.002 -0.040 -0.015 -1.462 -0.007 -0.449 -0.014 -1.296
[-5,+5] 0.032 0.579 0.029 0.421 -0.018 -0.761 -0.020 -0.760 -0.014 -0.609

Market Model

Extended Market Model

Constant Mean Return Model Constant Mean Return Model

Market Model

Extended Market Model

CARs of 2000 Olympic Games Announcement CARs of 2008 Olympic Games Announcement
Shanghai Composite Index Shenzhen Component Index Shanghai Composite Index Shenzhen Component Index Shenzhen Composite Index

 
Note:  

1. Shenzhen Composite Index was not available when the hosting city of the 2000 Olympic Games was announced. 
2. The distribution of CAR/σCAR is student’s t with t2-t1-1 degrees of freedom. The degree of freedom for event window [-1,+1], [-2,+2], [-

5,+5] are 1, 3, 9, and the corresponding t critical values is used to determine the significance.  
3. ***, ** and * refer to 1, 5 and 10 percent level of significance based on t statistics. 
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Table 3. CARs of 2000 and 2008 Olympic Games Announcements by A Share and B 
Share

CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat

Event Window 
[-1,+1] -0.008 -0.569 -0.032 -0.739 -0.015 -2.909 -0.017 -6.380 ** -0.015 -3.691 *
[-2, +2] -0.002 -0.081 -0.007 -0.135 -0.016 -1.994 -0.009 -0.703 -0.015 -1.907
[-5,+5] -0.003 -0.075 0.077 0.892 -0.010 -0.468 -0.016 -0.677 -0.008 -0.362

Event Window 
[-1,+1] -0.004 -0.228 -0.033 -0.798 -0.015 -2.829 -0.017 -6.319 ** -0.015 -3.396 *
[-2, +2] 0.004 0.142 -0.008 -0.161 -0.016 -1.962 -0.009 -0.662 -0.014 -1.812
[-5,+5] -0.004 -0.094 0.084 0.968 -0.010 -0.467 -0.016 -0.683 -0.008 -0.362

Event Window 
[-1,+1] -0.003 -0.066 -0.037 -0.806 -0.017 -2.315 -0.017 -12.823*** -0.017 -3.316 *
[-2, +2] 0.016 0.330 -0.018 -0.348 -0.015 -1.375 -0.005 -0.310 -0.013 -1.162
[-5,+5] 0.033 0.534 0.010 0.128 -0.015 -0.629 -0.013 -0.540 -0.009 -0.409

CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat CAR Coef. CAR t-stat

Event Window 
[-1,+1] 0.056 1.232 0.026 1.381 -0.019 -1.547 -0.022 -0.706 -0.031 -1.255
[-2, +2] 0.056 1.105 0.032 1.781 -0.025 -1.665 -0.022 -0.705 -0.038 -1.213
[-5,+5] 0.054 1.044 0.090 2.759 ** -0.134 -1.558 -0.096 -0.947 -0.123 -1.160

Event Window 
[-1,+1] 0.058 1.196 0.023 1.358 -0.017 -1.495 -0.021 -0.683 -0.031 -1.251
[-2, +2] 0.060 1.127 0.029 1.686 -0.021 -1.282 -0.020 -0.642 -0.036 -1.130
[-5,+5] 0.053 0.971 0.089 2.826 ** -0.129 -1.507 -0.094 -0.934 -0.121 -1.156

Event Window 
[-1,+1] 0.043 na 0.018 0.796 -0.031 -3.153 * -0.034 -1.291 -0.051 -2.689
[-2, +2] 0.031 0.457 0.017 0.753 -0.043 -2.366 * -0.037 -1.192 -0.059 -1.745
[-5,+5] 0.013 0.229 0.070 2.099 * -0.180 -1.958 * -0.131 -1.220 -0.174 -1.561

Market Model

Extended Market Model Extended Market Model

CARs of 2000 Olympic Games Announcement CARs of 2008 Olympic Games Announcement

Shanghai Composite Index
A Share

Shenzhen Component Index
A Share

Shanghai Composite Index
A Share

Shenzhen Composite Index
A Share

Shenzhen Component Index
A Share

Market Model Market Model

Extended Market Model Extended Market Model

Panel A

Panel B

Shanghai Composite Index
B Share

Shenzhen Component Index
B Share

Shanghai Composite Index
B Share

Shenzhen Component Index
B Share

Shenzhen Composite Index
B Share

Constant Mean Return Model Constant Mean Return Model

Constant Mean Return Model Constant Mean Return Model

Market Model
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Table 4. Kruskal-Wallis H-Test Results 

Event Window Shanghai Composite Index Shanghai Composite A Share Index Shanghai Composite B Share Index
[-1,+1] 0.429                                 0.429                                               3.000                                              *
[-2,+2] 0.098                                 0.098                                               2.940                                              *
[-5,+5] 0.130                                 0.053                                               3.099                                              *
Event Window Shenzhen Component Index Shenzhen Component A Share Index Shenzhen Component B Share Index
[-1,+1] 0.429                                 0.429                                               1.190                                              
[-2,+2] 0.884                                 0.535                                               1.320                                              
[-5,+5] 1.983                                 1.983                                               3.352                                              *

Event Window Shanghai Composite Index Shanghai Composite A Share Index Shanghai Composite B Share Index
[-1,+1] 0.429                                 0.429                                               3.000                                              *
[-2,+2] 0.273                                 0.273                                               2.940                                              *
[-5,+5] 0.243                                 0.087                                               2.400                                              
Event Window Shenzhen Component Index Shenzhen Component A Share Index Shenzhen Component B Share Index
[-1,+1] 0.429                                 0.429                                               1.190                                              
[-2,+2] 0.535                                 0.884                                               1.320                                              
[-5,+5] 1.790                                 2.187                                               3.352                                              *

Event Window Shanghai Composite Index Shanghai Composite A Share Index Shanghai Composite B Share Index
[-1,+1] 0.048                                 0.048                                               1.800                                              
[-2,+2] 0.011                                 0.098                                               0.556                                              
[-5,+5] 0.182                                 0.010                                               1.975                                              
Event Window Shenzhen Component Index Shenzhen Component A Share Index Shenzhen Component B Share Index
[-1,+1] 0.429                                 0.429                                               2.333                                              
[-2,+2] 0.884                                 0.098                                               1.844                                              
[-5,+5] 1.214                                 0.325                                               3.753                                              *

Constant Mean Return Model

Market Model

Extended Market Model

 
 
 

 


