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Abstract:

This paper investigates the stock price adjustment to semi-annual earnings announcements
for all stocks included in the Nikkei 225 over a five-year period of daily returns (2002-2006). The
application of the market model and for a comparative purpose the constant mean return model
conducts a strong inference that the first’s performance exceeds the second’s; since the variance of
average returns emerged from the use of the constant mean returns model sustain greater from the
one of the market model, in all categories. This finding is consistent with A Craig Mackinlay (1997)
and differs from Ball and Kothari (1991) who proved theoretically that both models have the same

performance.
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