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DO SECTOR RETURNS LEAD THE STOCK MARKET?
THE INTERNATIONAL EVIDENCE

Mitchell Ratner Rider University
Ilhan Meric Rider University

Gulser Meric Rowan University

This paper investigates the lead/lag relationship between the returns of a country’s stock market index
and 10 primary sector index returns. The sample consists of the Group of Seven (G-7) industrialized
countries from January 1974 through December 2003. This study documents a statistically significant
lead/lag relationship between sector returns and the stock market index returns in all seven countries. No
sector is consistently significant across countries. The results of this study support the gradual information
diffusion hypothesis: information travels slowly between asset classes.

RESPONSE ASYMMETRIES IN HONG KONG,
SINGAPORE, TAIWAN, AND THAILAND EQUITY
MARKETS: DOES TIME PERIOD MATTER?

Dave O. Jackson University of Texas-Pan American

Jianyu Ma University of Texas-Pan American

We use the price indices of four Asian emerging stock markets (Hang Seng Index for Hong Kong, the
Straits Times Index for Singapore, the Weighted Index for Taiwan, Bangkok S.E.T for Thailand), and compare
their performance with the S&P 500 Composite for the U.S., and the Nikkei 225 Stock Average for Japan to
test the response asymmetry of emerging stock markets to stock markets in developed countries. We use
several time spans to examine whether the results are consistent over time and conclude that there is response
asymmetry between Asian stock markets and the U.S. and Japan markets over the long run but not in the short
run.



THE CAUSALITY AMONG SOUTH KOREAN FIRMS'
EARNINGS, DIVIDEND POLICY,
AND INVESTMENT DECISION

Yong H. Kim Hansei University

Gunhee Lee Sogang University

Jong C. Rhim University of Southern Indiana
Jun Gyu Kang Dong-Eui University

This paper examines the causality among earnings, dividends and investments using the Granger-
causality model. Using a sample of publicly traded South Korean manufacturing companies, we find that
investments cause earnings. We also find that earnings cause dividends and investments cause dividends.
These findings are supportive of non-trivial agency costs, asymmetric information, and their implications. The
findings imply that corporate financial decisions should be analyzed within a simultaneous model framework.

THE STOCK MARKET PERFORMANCE
OF DEMUTUALIZED THRIFTS

Steven A. Dennis Aarestad Chair of Banking, University of North Dakota
Ahaz Armstrong BB&T Corporation
Dana Ramsey Research Associate, East Tennessee State University

Demutualization is the process by which a company transfers ownership from its members to
shareholders. In this paper, the authors document the short-run and long-run price performance of mutual-
to-stock conversions by thrifts (“savings and loans” and “savings banks”). The authors investigate two
competing hypotheses concerning the stock price reaction. The Regulatory Hypothesis suggests that the
initial stock price reaction will be less positive than the general market, while the Agency Hypothesis predicts
the opposite. The study's empirical findings support the Regulatory Hypothesis: the initial returns at stock
issuance are much less than the general market and the long-run performance is much better.






