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Abstract 

Brexit Referendum and US Presidential Election were the two most influential world events in the 

year 2016. Because of their unexpected results, stock markets around the world experienced lots of 

turbulences in their stock prices. Brexit Referendum mostly affected the European markets as the 

future of UK and rest of the Europe are dependent on the result of the event. US Presidential Election, 

on the other hand, was most likely to affect the US market. But USA has very close business and 

economic ties with European Union. So, the result of the event is also expected to affect the stock 

markets of Europe. This thesis has actually conducted an event study on these two events affecting 

the European markets. For the research, this study has divided the European market into two sub 

regions- UK and Europe excluding UK. This study found that the event of Brexit Referendum 

significantly affected the stocks returns on the second day of the event. But US Presidential Election 

2016 did not significantly affect the stocks returns of both the regions. Markets seemed to recover and 

bounced back again within few days of the shocks. So, this could suggest an opportunity for stock 

investors to accumulate large capital gains. 
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1 INTRODUCTION 

Brexit Referendum and US Presidential Election 2016 has been the most debated 

issues in the recent global arena. The United Kingdom's decision to leave the 

European Union (known as Brexit) has put the European as well as the global 

economy in such a turmoil situation that unfavorably affected the financial and capital 

markets of both the UK and rest of the European countries.  On June 23, 2016, a 

referendum was held in the United Kingdom and Gibraltar to evaluate the public 

support for the country's continuing membership in the European Union (EU). After 

the result had been announced in favor of leaving the EU, the stock markets in both 

regions faced large volatilities in their prices. Almost all the stocks of the markets 

were affected by this event. Similar but not the same kind of reactions were observed 

in the event of US Presidential Election 2016 which was held on November 08, 2016. 

After the rest of the event was finally published, most of the markets experienced 

volatilities in their stock prices. However, the extent of the effects was different from 

market to market; some markets were affected more than the others were. 

This research has undertaken an event study on the Brexit Referendum and US 

Presidential Election 2016 to see the breadth and depth of their effects on the stock 

markets. Even though the event affected almost all the markets around the world, 

focus of this research is in on the UK and Europe (excluding UK) regions because 

these two regions are the major victims of the consequences. This study has explored 

the extent of the effects on the stocks of two regional markets and compared the results 

to find out any investment opportunities. 

Event study in the field of accounting and finance is not a new issue. There have been 

hundreds of event studies in the past on different firm-specific and economy-wide 

events. The results of those studies are mixed; depending on the nature of the events 

and markets, the stock prices moved or did not move. Most of the methods in the 

previous studies used 1-factor market model. In this study, a 3-factor model has been 

used to obtain estimation parameters. This 3-factor model is a modified version of a 

Fama-French 3-factor model. Then those obtained estimated parameters have used to 

calculate abnormal returns of the stocks. A two-sample t-test has been conducted 

using the pre and post event period returns of the stocks in order to see if there is any 
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significant difference between pre and post event period returns. Later in the study 

another form of regression model was used to determine post-event period effects of 

the events. This methodology is called regression based even study where a dummy 

variable is introduced to the model to account for the effect of the event. 

The overall findings of this are mixed. For both of the events, this study has not found 

any significant effects on the abnormal returns of the stocks of two regions on the 

days of the events. Markets seemed to be already turmoiled by different global 

phenomena throughout the whole period. However, there was statistically significant 

movement in abnormal returns on the very next day of Brexit Referendum. This 

actually suggests a late market reaction due to late dissemination of information. Also, 

this study has found no statistically significant difference between the pre and post 

event period stock returns. At the end, no statistically significant effects were found 

for the events in case of post-event period returns. Whatever the effects were, markets 

seemed to recover very quickly from the shocks, sometimes within a month. This is a 

very interesting finding because it might indicate an opportunity for the investors. 

Knowing the nature of the event beforehand, stock investors can buy stocks during 

falling prices and sell them again when the prices rise. This creates a short-term 

arbitrage opportunity for the investors.  

This thesis starts with a brief introduction to the study in chapter 1. This includes a 

brief background of the study, research problem, research methodology, overall 

findings and learning form the study. In chapter 2, a review of previous studies and 

related theories have been presented in detail. This studies and theories are related to 

this study and have been used in analyzing and interpreting the data. Research data 

and methods have been discussed in chapter 3. First it discusses the data structure and 

sources, then it discusses the methodology that has been used to analyze and interpret 

the data. In chapter 4, the results and findings of the analyses have been presented. 

Finally, chapter 5 concludes about the findings of the study. This chapter also 

discusses about learnings, limitations and further scope of this study. 
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2 LITERATURE REVIEW 

Event study is a very common phenomenon in accounting and finance. According to 

Mackinlay (1997), event studies have a very long history in financial research. The 

very first complete work of event study can be seen in the study of Dolley (1933). In 

his work, he studied the changes in nominal stock prices in relation to the stock splits. 

He analyzed a sample of 95 splits from the year 1921 to 1931. He found that in most 

of the cases the prices of the stocks increased because of the splits. But there were 

also some smaller instances where prices of the stocks declined.  Mackinlay further 

stated that the event study became more sophisticated from early 1930s to late 1960s. 

By that time event study was started to use in different economy-wide events along 

with firm-specific events (McQueen & Roley, 1990). Some examples economy-wide 

events are trade deficits, regulatory changes and governmental elections. Whereas 

mergers/acquisitions, earnings announcements and issuances of new shares are the 

examples of firm-specific events. 

There were several improvements were brought to the event study methodology in 

late 1960s (Mackinlay, 1997). Removal of general stock market price movements and 

isolating puzzling events were two significant improvements.  But the most significant 

improvement was brought by the studies of Ball and Brown (1968), and Fama et al. 

(1969) where they presented a new methodology that is now used in our present-day 

event studies.  In their study, Ball and Brown observed the information content of 

earnings. Where, Fama et al.  studied the impacts of stock splits on stock prices after 

eliminating the impacts of concurrent dividend growths. According to Campbell, Lo 

and MacKinlay (1996), since those earlier studies, several adjustments to the basic 

methodology have been recommended to deal with the problems with statistical 

assumptions found in previous methodology. For example, the study of Brown and 

Warner (1980) studied the implications of monthly intervals for data sampling. Later, 

Brown and Weinstein (1985) studied the implications of daily intervals for data 

sampling. 

There is no universally specified structure for how an event study is conducted. 

According to Campbell, Lo, and MacKinlay (1996), there are seven steps that are 

generally obeserved in most of the event studies. These steps include event definition, 
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selection criteria, normal and abnormal returns, estimation procedure, testing 

procedure, empirical results, and interpretation and conclusions. The first and 

foremost task of an event study is defining the event of interest. This also includes 

specifying event window that defines the time period over which the stock prices will 

be observed. The next step is determinining the selection criteria for selecting  stocks 

for the study. Third step is about measuring normal and abnormal returns which are 

crtical for measuring the effects of the event. Abnormal return is defined as the ex 

post return of the stock over the event window subtracted by the normal return of same 

event window. Where Normal return is the return that would be expected if the event 

did not take place. There are two types of models to estimate normal return: the 

constant-mean model and the market model. In constant-mean model, the mean stock 

return is assuemed to be constant over time. In market model, on the other hand, the 

return is assumed to have a linear relationship with the market return. The next step is 

the estimation procedure where the parameters of the determined model is estimated 

using stock returns from estimation window. In the next step, the abnormal returns are 

calculated using the estimated parameters obtained from the normal return model. 

This step also includes designing testing framework (such as testing null hypothese) 

for abnormal returns. Then the basic empirical results are presented using graphs, 

charts and tables with brief explanations. Lastly there are interpretations and 

conclusions of the study. Generally empirical results reveal some understandings 

about how the event affects stock prices. 

According to Pynnönen (2005), a number of assumptions should be made in order to 

evaluate the statistical properties of the stock prices and their returns. A standard 

assumption is that the returns are serially independent and normally distributed. He 

stated that, returns are in fact not completely independent to each other. The reason 

he showed is that in market model, parameters such as ai and ßi are estimated through 

regression, that actually leads to estimation error. He further explained that because 

the sample base is typically large in event studies (n > 30), the standard normal 

distribution (N(0,1)) can be exercised accurately with sufficient approximation. 

Several methods for calculating normal/expected returns for given stocks are 

available. According to Campbell, Lo, and MacKinlay (1996), these methods can be 

allocated to two bigger categories- statistical and economical. Statistical models 

consider several statistical assumptions about the nature of stock returns. Usually they 
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do not consider any economic arguments. Whereas, economic models consider 

economic arguments along with other statistical arguments. For example, an 

economic model might consider both stockholders’ behavior (economic argument) 

and normal distribution of returns (statistical assumption). This actually enables the 

model to calculate more accurate normal/expected returns under different 

assumptions. 

Most of the event studies from past focused on the effects of an event on the stock 

prices of a particular company or industry. There are more than 600 studies on 

different Major World Events (MWE) available in different journals (Bhavani & 

Kukunuru, 2016). These MWEs include both economic and non-economic events 

such as Great Depression of 1930s, Early 2000s Dot-Com Bubble, 2007-2008 

Financial Crisis, 9/11 Terrorists’ Attack, 2010 FIFA World Cup, 2008 US Presidential 

Elections, 2005 Hurricane Katrina and so on. Antonio, Anton, Jose and Saez (2011) 

found that MWEs clearly affects the economoy of a country. In our case, Brexit  and 

US Presidential Election are MWEs because UK’s leaving from European Union and 

new policies of newly elected president will signifactly affect the business and 

economic activities of both the regions; specially from financial and investment 

perspectives. The world has already observed the significant turmoil in the stock 

indices and foreign currency rates after the announcement of the results of Brexit 

Referendum and US Presidential Election 2016. The event study of Pat Obi (2007) 

showed how vulnerable the stocks prices were in reaction to the 9/11 terrorists’ attack. 

His study stated that negative excess returns of stocks are the reflections of negative 

market expectations. 

Bhabani and Kukunuru (2016) carried out a similar event study to observe how stock 

prices react to a particular event of a country. The study considered the event of Dubai 

EXPO 2020 announcement in the year 2013 and carefully looked for subsequent 

reactions in Dubai Financial Markets (DFM). Their study maily focused on Banking, 

Insurance and Investment sectors because they believed these three sectors are the 

primary beneficiaries of the event EXPO 2020 which is a globally renowned large 

scale exposition. Bhabani and Kukunuru used standard event study methods and 

market models to estimate the cumulative abnormal returns of the stocks of those 

particular sectors. They found that reactions from Banking and Investment sectors 

were somewhat different than the reactions from the Insurance Sector. Investment 
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Sector exhibited lots of variations in cumulative abnormal returns whereas the 

Insurance Sector exhibited an increasing trend in its returns. But overally the study 

found that there is no substantial overreaction exibited by the stocks of these three 

sectors in DFM in relation to the announcement of the event Dubai EXPO 2020. 

In another paper, Neaime (2012) examined the consequences of 2007-2008 global 

financial crises on the stock markets of Middle East and North Africa. The study found 

that even though the these capital markets have comparatively limited number of 

foreign investors, the stock markets tumbled and stock prices crashed. Due to 

globalization and rapid change in information technology, news of one country 

simultaniously and affects another country or counties.  The study of Dimpfl (2011) 

explored how US news  put impacts on German stock market. His study found that 

German stock market (DAX) stock prices significantly react to the news one hour 

prior to the opening of the New York Stock Exchange (NYSE). According to Fama 

(1970), market price should instantly reflect the newly available information in the 

strong and efficent form of markets. This means that both DAX and NYSE have 

strong form of market efficiency and their stocks prices reflect the available market 

information. But the timing of reponse may be different due to geographic location 

and this idea can be a great source of predecting future price movements. 

The event study of Robinson and Bangwayo-Skeete (2016) explored the semi-strong 

form of market efficiency in the context of thin-trading. They studied the price 

reactions of the stocks listed in six different thinly traded carribbeans markets in 

relation to a number of important national and international events. The events under 

study included environmental disasters (such ase hurricanes and landfalls), 

governmental elections, credit rating reviews, international terrorist attacks, 2007-

2008 financial crisis and Brexit Referrendum. The study found that stock prices of 

these thinly traded carribbeans markets did not react properly to most of the events 

news. In most of the cases the market reactions were too slow or delayed. The 

researchers conluded that thin trading do not properly reflect the market information 

and it is associated with the charecteristics of semi-strong form inefficient markets. 

Therefore the investors should be careful in making their decisions about this type of 

market. 
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The afore mentioned discussions state that MWEs clearly affects stock prices of 

efficient markets. However, the breadth and depth of the impacts are different from 

market to market. The study of Ghanem & Rosvall (2014) conforms that different 

stock markets react differently to a particular MWE. The study also found substantial 

spillover effects from neutral and positive events, and from negative economic events. 

Shiller (2003) further evidenced that European stock markets follow similar patterns 

depending on the magnitude of the effects of the MWEs. Shiller also supported the 

idea of Bondt and Thaler (1985) and concluded that people in general usually 

overreact to events that are dramatic and unanticipated. In our case, the results of 

Brexit Referendum and US Presidential Election 2016 are such dramatic and 

unanticipated events that need to be explored in the context of stock returns. 
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3 RESEARCH DATA AND METHODS 

3.1 Motivation of Research 

In accounting and finance researches, event studies have been used for long time. 

Mackinlay (1997) stated that event studies have been applied to a variety of events 

from time to time. Some events are firm-specific (such as earnings announcements 

and mergers/acquisitions) and some are economy wide (such as regulatory changes 

and governmental elections). This research studied two economy wide events which 

are Brexit Referendum and US Presidential Election 2016. Brexit Referendum and 

US Presidential Election were the two most significant events in 2016. At the time of 

these events stock markets around the world experienced lots of volatilities. Brexit 

Referendum directly affected the European markets because the future of UK and rest 

of the Europe is dependent on the result of the event. US Presidential Election, on the 

other hand, was most likely to affect the US markets. But USA has very close business 

and economic ties with European Union. So, the result of the event is also expected 

to affect the markets of Europe. This thesis has actually conducted an event study on 

these two events affecting the European markets. Previous event studies mostly 

focused on single event study method. But this study employed three different event 

study techniques in order to analyze the effects of the events from different angles. 

Most of the methods in the previous studies used 1-factor market model. In this study, 

a 3-factor model has been used to obtain estimation parameter. This 3-factor model is 

a modified version of a Fama-French 3-factor model. 

3.2 Scope of the Research 

The scope of this research is limited to the followings: 

1. Only the events of Brexit Referendum and US Presidential Election 2016.  

2. Only the effects of Brexit Referendum and US Presidential Election 2016 on 

the MSCI UK and MSCI Europe (ex UK) indices. 
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3.3 Research Problems 

During the MWEs, the stock markets around the world experience lots of volatilities 

in the stock prices. The uncertainties regarding the events causes the share prices go 

up and down in a very short amount of time. Since the unexpected results of Brexit 

Referendum and US Presidential Election 2016 dragged in uncertainties in the market, 

the stock prices of the both regions are also expected to fall. For this study, the 

research questions are: whether the stock indices went down in relation to these two 

MWEs? To what extent the indices fell? Whether there are significant differences 

between pre and post event period stock returns. Whether the events made significant 

impacts on the stock returns of the post event periods? This research study will try to 

answer these questions and offer valuable information about the European markets in 

relation to these two events.  

3.4 Research Objectives 

The main purpose of this study is to explore the quantitative effects of Brexit 

Referendum and US Presidential Election 2016 on the stock markets of both UK and 

EU (excluding UK) regions. 

The objective of the research are as follows: 

1. To identify the effects of Brexit Referendum and US Presidential Election 

2016 on stock indices of UK and European (excluding UK) markets. 

2. To determine the extent of the response of the stock indices in relation to 

Brexit Referendum and US Presidential Election 2016. 

3.5 Research Data 

Data were collected from a number of secondary sources such as MSCI database, 

Suomen Pankki website, Kenneth R. French Data Library and CRSP database. For the 

UK, Europe (excluding UK) and Europe (including all European countries) stock data, 

this research used MSCI (Morgan Stanley Capital International) UK, EUROPE ex UK 

and EUROPE indices respectively. These indices consider only standard sized (Large 

and Mid Cap) stocks. All the indices are euro denominated stock prices and 

downloaded directly from MSCI website. Each index was converted to stock returns 
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by dividing the stock prices by previous days’ prices. Then the returns were converted 

to logarithmic returns using natural log. 

Figure 1. Daily UK stock prices for Brexit Referendum 

 

Figure 1 depicts the daily UK stock prices from October 15, 2015 to November 15, 

2016. This time period has been used to analyze the event of Brexit Referendum. The 

graph shows that the price has mixed upward and downward trends. First it starts with 

slightly upward trend then a downward trend is observed for comparatively longer 

period of time. Then the prices showed lots of uneven variations in short run but in 

long run the trend remained moderately stable.  This study did not account for any 

filtering for this data set as there is no extreme outlier.   
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Figure 2. Daily UK stock returns for Brexit Referendum 

 

Figure 2 depicts the graph of the daily UK stock returns. The graph shows there are 

lots of variations in the returns all over the time period. But interestingly there are 

some comparatively larger volatilities in June 2016, which is the month of Brexit 

Referendum. This study is actually going to find out whether this large fluctuation is 

due to the unexpected result of Brexit referendum. 
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Figure 3. Daily Europe (ex UK) stock prices for Brexit Referendum 

 

Figure 3 shows the graph of daily Europe (ex UK) stock prices from October 15, 2015 

to November 15, 2016. Just like the figure 1, the graph shows that the price has mixed 

upward and downward trends. First it starts with slightly upward trend then a 

downward trend is observed for comparatively longer time. Then the prices showed 

lots of uneven variations in short run but in long run the trend remained moderately 

stable from March 2016. This study did not account for any filtering for this data set 

as there is no extreme outlier.   
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Figure 4. Daily Europe (ex UK) stock returns for Brexit Referendum 

 

Figure 4 shows the graph of the daily Europe (ex UK) stock returns. The graph shows 

there are lots of variations in the returns all over the time period. But interestingly 

there are some comparatively larger volatilities in June 2016, which is the month when 

Brexit Referendum occurred. This study is actually going to find out whether this 

large fluctuation is due to the unexpected result of Brexit referendum. 
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Figure 5. Daily UK stock prices for US Presidential Election 2016 

 

Figure 5 shows the graph of daily UK stock prices from March 01, 2016 to January 

31, 2017. This time period has been used to analyze the event of US Presidential 

Election 2016. The graph shows that the price has mixed upward and downward 

trends. First it starts with slightly downward trend then a sharp upward trend is 

observed. Then again, a sharp downward trend followed by an upward trend. The 

prices showed lots of uneven variations thorough out the time period but at the end 

the prices had moderately upward trends.  This study did not account for any filtering 

for this data set as there is no extreme outlier. 
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Figure 6. Daily UK stock returns for US Presidential Election 2016 

 

Figure 6 depicts the graph of the daily UK stock returns. The graph shows there are 

lots of variations in the returns all over the time period. But there are some 

comparatively larger volatilities in June 2016, which is the month of Brexit 

Referendum. For the event US Presidential Election 2016, this study did not account 

for this comparatively large volatility as this study doesn’t know yet if this change is 

statistically significant or not. 
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Figure 7. Daily Europe (ex UK) stock prices for US Presidential Election 2016 

 

Figure 7 shows the graph of daily Europe (ex UK) stock prices from March 01, 2016 

to January 31, 2017. The graph shows that the price has mixed upward and downward 

trends just like those of UK stock prices. First it starts with slightly downward trend 

then a sharp upward trend is observed. Then again, a sharp downward trend followed 

by an upward trend. The prices showed lots of uneven variations thorough out the 

time period but at the end the prices had moderately upward trends.  This study did 

not account for any filtering for this data set as there is no extreme outlier. 
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Figure 8. Daily Europe (ex UK) stock returns for US Presidential Election 2016 

 

Figure 8 depicts the graph of the daily Europe (ex UK) stock returns. The graph shows 

there are lots of variations in the returns all over the time period. But there are some 

comparatively larger volatilities in June 2016, which is the month of Brexit 

Referendum. For the event US Presidential Election 2016, this study did not account 

for this comparatively large volatility as this study doesn’t know yet if this change is 

statistically significant or not. 

 

This research used 1-Month Euribor Rates as Risk Free Rates. The rates were 

downloaded from Suomen Pankki (Bank of Finland) website. This dataset was 

missing the rates of March 25, 2016 and March 28, 2016 because of Good Friday and 

Easter Monday holidays. For these missing data, the research used imputation 

technique and entered the data from previous days. Initially the rates were in 

annualized percentage form, so they were divided by 100 and then again by 360 

(typical number of days in a year) to obtain the daily rates in decimal form.  
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For SMB and HML factor data, dollar denominated daily SMB and HML factor data 

were downloaded from Kenneth R. French Data Library web page. There was no euro 

denominated SMB and HML factor data available in any authentic online database. 

So, a conversion was made from dollar to euro using the following formula: 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑖𝑛 𝐸𝑢𝑟𝑜 = (( 1 + 𝑅𝑒𝑡𝑢𝑟𝑛 𝑖𝑛 𝐷𝑜𝑙𝑙𝑎𝑟) × (1 + 𝐶𝑢𝑟𝑟𝑒𝑛𝑐𝑦 𝑅𝑒𝑡𝑢𝑟𝑛)) − 1 

 

For Currency Return, the following formula was used: 

𝐶𝑢𝑟𝑟𝑒𝑛𝑐𝑦 𝑅𝑒𝑡𝑢𝑟𝑛 = 𝐿𝑜𝑔 (
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝐷𝑎𝑦′𝑠 𝑅𝑎𝑡𝑒

𝑃𝑟𝑒𝑣𝑖𝑜𝑢𝑠 𝐷𝑎𝑦′𝑠 𝑅𝑎𝑡𝑒
) 

Natural log was used to determine the Currency Return. Exchange rate data were 

collected from CRSP online database. Data for Brexit Referendum are from October 

14, 2015 to September 15, 2016 and data for US Presidential Election 2016 are from 

August 16, 2016 to January 31, 2017. For this study sampling interval is 1 day. 

3.6 Research Methodology 

This study undertook the event study method to explore the effects of Brexit 

Referendum and US Presidential Election 2016 on the stock markets of the UK and 

European (Ex UK) regions. Several researchers from finance and accounting used 

event study method to evaluate the impacts of different events. Event study is actually 

a methodological tool that measures the impacts of an event on the stock prices. It is 

also a useful tool for predicting the future. (Mackinlay, 1997) 

This research analyzed the events in three different segments. These three segments 

have been carried out for both the events but separately for UK stocks and Europe (ex 

UK) stocks. First, an investigation on Brexit Referendum have been made, then the 

same has been made on US Presidential Election 2016. For the event Brexit 

Referendum, this study analyzed the event in three segments for UK stocks and again 

analyzed it in three segments for Europe (ex UK) stocks.  Similarly, for the event US 

Presidential Election 2016, this study analyzed the event in three segments for UK 

stocks and again analyzed it in three segments for Europe (ex UK) stocks. In these 

three segments, first one deals with the issue whether there are any immediate effects 

of the event on the stocks. For this, the study calculated estimated returns, abnormal 
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returns and the t-statistics for total 121 days before and after the day of the event 

(including event day). Then the study looked at the day of the event in order to look 

for any immediate effect. For this the following null (N0) hypotheses have been used: 

1. There is no immediate effect of Brexit Referendum on the returns of UK stocks. 

2. There is no immediate effect of Brexit Referendum on the returns of Europe 

(ex UK) stocks. 

3. There is no immediate effect of US Presidential Election 2016 on the returns 

of UK stocks. 

4. There is no immediate effect of US Presidential Election 2016 on the returns 

of Europe (ex UK) stocks. 

In the second segment, this study investigated whether there is any significant 

difference between the stock returns of the periods before and after the day of the 

event. For this the study calculated the abnormal returns of 60 days before and 60 days 

after the day of the event. Then a t-test have been conducted in order to determine the 

significance of difference in two means. Following null (N0) hypotheses have been 

used for this segment: 

1. There is no significant difference between the two means of the pre and post 

event period UK stock returns of Brexit Referendum. 

2. There is no significant difference between the two means of the pre and post 

event period Europe (ex UK) stock returns of Brexit Referendum. 

3.  There is no significant difference between the two means of the pre and post 

event period UK stock returns of US Presidential Election 2016. 

4. There is no significant difference between the two means of the pre and post 

event period Europe (ex UK) stock returns of US Presidential Election 2016. 

In the very last segment, this study investigated whether the event has any effect on 

the post event period stock returns. For this the study has undergone a new technique 

called regression-based event study. Here, the study used a regression model in order 

to observe the effect of the event on the post event period stock returns. Then the 

parameters obtained from regression were used to determine the effect of the event. 

For this segment the following null (N0) have been used:  

1. There is no effect of Brexit Referendum on the post event period returns of UK 

stocks. 
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2. There is no effect of Brexit Referendum on the post event period returns of 

Europe (ex UK) stocks. 

3. There is no effect of US Presidential Election 2016on the post event period 

returns of UK stocks. 

4. There is no effect of US Presidential Election 2016 on the post event period 

returns of Europe (ex UK) stocks. 

 

For this study, statistical models were chosen for the analyses instead of economic 

models to calculate normal returns/expected returns. In order to evaluate the statistical 

properties of the abnormal returns, stock returns are assumed to be serially 

independent and normally distributed. Four modified version of Fama-French Three 

Factor Model have been used in this research in order to estimate the parameters for 

the event periods. For both the events the following models were used: 

UKt = α + β1 EURt + β2 SMBt+ β3 HMLt + εt 

EXUKt = α + β1 EURt + β2 SMBt+ β3 HMLt + εt 

Where, UKt is the UK stock returns and EXUKt is the European (excluding UK) stock 

returns for the t period (t stands for time period). Both type of stock returns are 

deducted by risk free rate. EURt is whole Europe stock returns for t period deducted 

by risk free rate. SMBt and HMLt are the size and value factors respectively for time 

period t. α, β1, β2 and β3 are regression parameters. ɛt is Standards Error for time 

period t. Time frame for the whole event analysis period are as follows: 

 

 

Figure 9. Timeframe for Brexit Referendum 

 

Figure 10. Timeframe for US Presidential Election 2016 

 

Estimation Window
(120 Days)

Pre-event
Window
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Event Day
(June 23, 

2016)
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Estimation Window
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Event Day
(November 
08, 2016)

Post-event 
Window
(60 Days)
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First 120 observations (called estimation window) were used to determine the 

regression parameters. Then those parameters were used to calculate the Expected 

Returns (ER) of the later 121 days. Where First 60 days are pre-event period (called 

pre-event window), 61th day is the event day and last 60 days are post-event period 

(called post-event window). Expected returns are calculated using the following 

formulae: 

E(UK)t = α + β1 EURt + β2 SMBt+ β3 HMLt + εt 

E(EXUK)t = α + β1 EURt + β2 SMBt+ β3 HMLt + εt 

Where E(UK)t is the expected returns for UK stocks and E(EXUK)t is the expected 

returns for European (ex UK) stocks for time period t. EURt, SMBt and HMLt are 

whole Europe stock returns, size factor and value factor respectively for t period (later 

121 observations in timeline). Parameters α, β1, β2 and β3 were obtained from the 

earlier regression results for first 120 observations (estimation period). ɛt is Standards 

Error for time period t. Then the study used the following formulae to calculated 

Abnormal Returns (AR): 

AR(UKt) = α + εt 

AR(EXUKt) = α + εt 

Where AR(UKt) stands for the Abnormal Returns of UK stocks, and AR(EXUKt) 

stands for the Abnormal Returns of European (ex UK) stocks for t period. ɛt is 

Standards Error for time period t. After calculating the Abnormal Returns for last 121 

observations in the timeline, Cumulative Abnormal Returns (CAR) were calculated 

using the following formulae: 

CAR(UK) = ∑ AR(UK)

121

𝑡=1

 

CAR(EXUK) = ∑ AR(EXUK)

121

𝑡=1

 

Where, CAR(UK) and AR(UK) are Cumulative Abnormal Returns and Abnormal 

Returns for UK stocks respectively. CAR(EXUK) and AR(EXUK) are Cumulative 
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Abnormal Returns and Abnormal Returns for European (ex UK) stocks respectively. 

Sigma (Residual Standard Error) from the earlier regression results for 120 

observations (estimation period) was used to calculate the t-statistics for the Abnormal 

Returns. In this case, Abnormal Returns were divided by the Sigma (σ). 

In order to find out the whether there is any significant difference in the pre and post 

event period returns of the stocks, the study used the returns of 60 days before and 60 

days after the event. The study actually used the abnormal returns of the stocks that 

were calculated using the techniques described in the earlier paragraphs of this 

section. Then the arithmetic means of the returns from both the period have been 

calculated. A t-test have been conducted in order to determine the significance of 

difference between the two means. This t-test has been executed using the “t.test” 

function of R programming. In this case, the study chose to use welch’s t-test. The 

stock returns of this study have uneven variances. So, using Welch’s t-test can correct 

the problem arises from uneven variance of the two samples (de Winter, 2013). The 

results of the test show whether there is any significant difference between the means 

of pre and post event period stock returns. This test has been conducted 4 times this 

study. Twice for the each of the events of Brexit Referendum and US Presidential 

Election 2016. For each event, first time has been done to investigate on the UK stocks 

and then done again to investigate on the Europe (ex UK) stocks.  

The study further conducted a regression-based event study in order to find out the 

effects of the events on post-event period returns. First this event study has been 

conducted on the Brexit Referendum then on US Presidential Election 2016. Each of 

the events further underwent two more regression analyses for UK and Europe (ex 

UK) stocks. Regression models are same as before, but this time an additional dummy 

variable was added to the end. The dummy variable is binary in nature containing only 

0 or 1. With this new variable the models look like as follows: 

UKt=α + β1 EUR + β2 SMBt+ β3 HMLt + β4 DUM + εt 

EXUKt=α + β1 EUR + β2 SMBt+ β3 HMLt + β4 DUM + εt 

Here, UKt is the UK stock returns and EXUKt is the European (excluding UK) stock 

returns for the t period (t stands for time period). Both type of stock returns are 

deducted by risk free rate. EURt is whole Europe stock returns for t period deducted 
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by risk free rate. SMBt and HMLt are the size and value factors respectively for time 

period t. α, β1, β2 and β3 are regression parameters. ɛt is Standards Error for time 

period t. DUM represents the dummy variable. It is 1 when the return is after the event 

day, otherwise 0. Only the returns of pre-event window, event day and post-event 

window were used in the regression. In total 121 observations were analyzed. The 

regression coefficient β4 is the point of interest here. If the sign of the coefficient is 

negative, the event has negative impact on the post-event returns of the stocks. 

Likewise, if the sign of the coefficient is positive, the event has positive impact on the 

post-event returns of the stocks. Then the t-value of the coefficient was calculated to 

check the statistical significance. For all the t-tests and statistical significance, this 

study used 5% significance level. All the analyses were done using the R 

programming language.  
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4 DATA ANALYSES AND FINDINGS 

The results, analyses and findings of the research have been presented in this chapter 

using tables and graphs. First the results for Brexit Referendum Event have been 

presented.  Then the results for US Presidential Election 2016 Event have been 

presented. The results are accompanied by in-depth analysis and findings of the 

results. 

4.1 The Event of Brexit Referendum 

To see the effect of Brexit Referendum on the European stock markets, this study 

analyzed the stock data 60 days before and after the event day (June 23, 2016). First, 

this chapter is going to explore what effect Brexit Referendum had on the stocks of 

UK and then on the stocks of rest of the Europe. For this, this study will look at the 

Abnormal Returns (AR) and Cumulative Abnormal Returns (CAR) of the stock of 

two regions. 

4.1.1 UK Stocks 

 

Figure 11. Cumulative Abnormal Return (CAR) of UK Stocks for Brexit Referendum 
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Figure 11 shows that Cumulative Abnormal Returns (CAR) do not have any steady 

upward or downward trend. Rather CAR is very much volatile having both positive 

and negative returns over the event period.  

The following table shows the variables that were used to calculate Expected Returns, 

Abnormal Returns and therefore Cumulative Abnormal Returns.  

 

Table 1. Different variables used for calculating abnormal returns of UK stocks for Brexit 

Referendum 

* = statistically significant at 5% significance level 

 

From table 1, it can be seen that both Europe and HML coefficients are statistically 

significant at 5% confidence level (t- Statistics 25.51 and 3.00 respectively). The 

coefficient Europe is economically large (1.07) meaning that the market returns of 

UK stocks almost equally co-move with the European stock returns. The positive 

coefficient of SMB and HML are not economically large (0.00051 and 0.00216 

respectively) meaning that abnormal returns of UK stocks are slightly dependent on 

the smaller-cap stocks and value (high book-to-market) stocks. The negative intercept 

-0.00022 means that UK stocks underperformed than the overall European stocks, but 

the underperformance was neither economically large nor statistically significant (t-

statistics -0.60). Overall R-square 0.94 suggests that this model can explain 94% 

variations in the returns which is a very good measure. 

Using the parameters from table 1, expected returns have been calculated for UK 

stocks. Then using both expected returns and actual returns, abnormal returns for 

event period were calculated.  This actually shows the reactions of UK Stock Market 

60 days before and after the day when the Brexit Referendum was held. There are lots 

of variations in the returns; sometimes the returns are positive and sometimes 

negative, again sometimes the returns are higher and sometimes lower (Appendix 1). 

It’s mainly because of uncertainty over the Brexit Referendum results. Apart from 

  Intercept Europe SMB HML 

Estimates -0.00022 1.06722 0.00051 0.00216 

Standard Errors 0.00038 0.04198 0.00101 0.00073 

t-Statistics -0.60 25.51* 0.533 3.00* 

R-Square 0.93734 

Residual Standard Error 0.00397 
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this, several other factors such as low growth in Eurozone area, increase in US interest 

rates, low commodity prices (such as crude oil), and anxieties over emerging markets 

(such as China) also contributed to increased amount of volatilities in stock returns 

during the first half of 2016 (Lowery, 2016). On June 14, 2016, polls were likely to 

show the result in favor of leaving the EU (Cunningham, 2016), UK stock prices fell 

(Johnston, 2016). The negative abnormal return -0.00369 on event day -7 shows the 

market reaction on that day even though it has been found that the change is not 

statistically significant (t-statistics -0.93). But when later polls suggested a result of 

remaining in EU, the market started to build up confidence and stock prices started to 

increase for next 6 days until the day of referendum (BBC News, 2016). It can be seen 

that reaction in both abnormal returns and cumulative abnormal returns from event 

day -6 to event day -1. Graph in Figure 11 completely shows this reaction in 

cumulative abnormal returns even though the changes were not statistically significant 

except for event day -3 (t-stat 3.28). 

On the day of the event, market indices in UK market reached the highest in 2016 as 

a new poll suggested a result in favor of remaining in EU (Cole, 2016). But when the 

later polls suggested the unexpected result of leaving the EU, the market indices 

started to fall, and this continued to the next day when market fully absorbed the 

information (Ro, 2016). Event day 0 shows that there is a negative abnormal return of 

-0.00204 with no statistical significance (t-stat -0.51). This might have happened 

because the polling results from different areas were gradually publishing throughout 

the day and market had not captured the whole information on the day of event. The 

next day (event day 1) shows that there is abnormal return of -0.01434 which is 

strongly statistically significant with t-value of -3.62. This means that market had fully 

captured the unexpected results of Brexit Referendum on the very next day. This is 

true because when the markets were opened on Friday (June 24, 2016), sterling and 

FTSE 100 dropped to a new record low (Kirka & Lee, 2016). Again, when the markets 

were reopened the on the following Monday (June 27, 2016), UK’s stock indices 

showed a steady decline in value. Which is also reflected in our analysis results also, 

where on event day 2 it has been found that abnormal result is -0.00608 which is not 

statistically significant. On event day 3 and 4, positive abnormal returns are 0.00664 

and 0.01454 respectively, where only the event day 4 abnormal return is statistically 



33 

 

significant (t-stat 3.67). This result confirms the news that the markets had recovered 

all its losses since the polling day of Brexit Referendum (BBC News, 2016). 

For both UK stocks’ abnormal returns, the absolute value of t-statistic (-0.51) on event 

day 0 is less than 1.96. Hence, this study does not reject the null hypothesis (N0): 

There is no immediate effect of Brexit Referendum on the returns of UK stocks. But as 

it showed that the polling results from different areas were gradually publishing 

throughout the day and market had not captured the whole information on the day of 

event (event day 0), the very next day (event day 1) shows that there is statistically 

significant abnormal return. So, it seems like the markets reacted about Brexit 

Referendum on the very next day of the event. So, if this situation is taken into 

consideration, this study can further try to analyze null hypothesis focusing on event 

day 1. As the absolute value of t-statistic for the abnormal return of UK stocks on the 

event day 1 is 3.62 (which is greater than 1.96), this study can reject the null 

hypothesis (N0): There is no immediate effect of Brexit Referendum on the returns of 

UK stocks. 

Using the parameters from table 1, expected returns of UK stocks have been calculated 

for total 121 days of the event period. Then abnormal returns have been calculated 

using the formula mentioned in the methodology section.  This allowed to obtain two 

sets of data: abnormal returns of UK stocks for 60 days before and 60 days after the 

day of the event. With these two datasets, a t-test have been conducted in order to test 

the null hypothesis (N0):  There is no significant difference between the two means of 

the pre and post event period UK stock returns of Brexit Referendum. This test helps 

to investigate whether there are significant differences in abnormal returns of UK 

stocks before and after the event of Brexit Referendum.  This study used Welch's t-

test to take care of the varying variances of two datasets. The following table shows 

the results of the t-test. 
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Table 2. Two sample Welch's t-test results for abnormal returns of UK stocks during Brexit 

Referendum 

Two Sample t-test 

t-statistics 1.1957 

p-value 0.2342 

Degrees of freedom 118 

95% confidence interval 

-0.0006041777 0.0024458444 

Sample estimates 

mean of x mean of y 

0.0004681667 -0.0004526667 

 

Table 2 shows that t-statistics is approximately 1.20 which is lower than 1.96. So, the 

null hypothesis cannot be rejected at 5% significance level. There is no significant 

difference between the two means. This means that there no significant differences 

between the means of the abnormal returns of UK stocks for 60 days before and 60 

days after the event of Brexit Referendum.  

In order to find out whether the unexpected result of Brexit Referendum has to do 

anything with these post event period volatilities, we have run another regression for 

the entire event period returns with a dummy variable. The results of the regression 

are as follows: 

 

Table 3. Different variables used to determine post-event period effect of Brexit Referendum on 

UK Stocks 

  Intercept Europe SMB HML Dum 

Estimates 0.0004565   1.2334613   0.0015080     -0.0006486  -0.0009741 

Standard Errors 0.0004953 0.0390473 0.0009583 0.0007963 0.0007043 

t-Statistics 0.92 31.59* 1.58 -0.82 -1.38 

R-Square 0.9405 

Residual Standard Error 0.003865 

* = statistically significant at 5% significance level 

 

In table 3, this study will only focus on the dummy variable (Dum). The coefficient -

0.0009741 is neither economically large nor statistically significant (t-value -1.38). 

This means that the event of Brexit Referendum had insignificant effect on the returns 

of post event period even though there are some variations. Hence, this study does not 
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reject the null hypothesis (N0): There is no effect of Brexit Referendum on the post 

event period returns of UK stocks. This might be true because that time the global 

markets were suffering from several international issues but eventually were calming 

down (Chang, 2016). 

4.1.2 Europe (Ex UK) Stocks 

 

Figure 12. Cumulative Abnormal Return (CAR) of Europe (ex UK) Stocks for Brexit 

Referendum 

 

Figure 12 shows the graph of abnormal returns of the European stocks excluding UK. 

From the graph we can see that there are lots of volatilities around the event day (June 

23, 2016). Like the graph in figure 11 Cumulative Abnormal Returns (CAR) do not 

have any steady upward or downward trend. Rather CAR is volatile having both 

positive and negative returns over the event period.  

The following table shows the variables that were used to calculate Expected Returns, 

Abnormal Returns and therefore Cumulative Abnormal Returns. 
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Table 4. Different variables used for calculating abnormal returns of Europe (ex UK) stocks for 

Brexit Referendum 

  Intercept Europe SMB HML 

Estimates 0.00004 0.97038 -0.00024 -0.00095 

Standard Errors 0.00016 0.01815 0.00044 0.00032 

t-Values 0.24 53.47* -0.55 -3.01* 

R-Square 0.9851 

Residual Standard Error 0.001715 

* = statistically significant at 5% significance level 

 

From table 4 it can be seen that both Europe and HML coefficients are statistically 

significant at 5% confidence level (t- statistics 53.47 and -3.01 respectively). The 

coefficient Europe is economically large (0.97) meaning that the market returns of 

European (Ex UK) stocks almost equally co-move with the all the European stock 

returns. The coefficient of SMB and HML are not economically large (-0.00024 and 

-0.00095 respectively) meaning that abnormal returns of European (Ex UK) stocks 

are not solely dependent on the smaller cap stocks and value stocks. The negative 

coefficient of SMB means that European (Ex UK) stocks will have slightly higher 

expected returns if large-cap stocks outperform small-cap stocks. Similarly, the 

negative coefficient of HML means that European (Ex UK) stocks will have slightly 

higher expected returns if growth (low book-to-market) stocks outperform value (high 

book-to-market) stocks. Overall R-square 0.99 suggests that this model can explain 

99% variations in the returns which is a very good measure. 

Using the parameters from table 4, expected returns of European (ex UK) stocks have 

been calculated for total 121 days of the event period. Then abnormal returns have 

been calculated using the formula mentioned in the methodology section. There were 

lots of variations throughout the event period (Appendix 2). As discussed earlier in 

UK Stocks sections, lots of variations in returns are due to several global phenomena 

creating uncertainties in the market (Lowery, 2016). As the June 14, 2016 polls 

showed a chance of Brexit (Cunningham, 2016), European (ex UK) stock prices fell. 

But on event day -7 we can see that the abnormal return is positive (0.00156) with no 

statistical significance (t- statistics 0.91). For the next 6 days abnormal returns are 

negative and statistically not significant except for event day -3 (t-statistics -3.38). On 

the day of event (Event Day 0) the abnormal return is 0.00086 which is little bit 

strange because it is positive. This also same for the next two days (Event Day 1 and 
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2) with positive abnormal returns 0.00633 and 0.00255 respectively. If we closely 

look at the Expected Returns and Actual Returns columns, it can be see that the Actual 

Returns are higher than the Expected Returns. According to the estimates, it was 

expected that the returns should be lower, but in reality, the Actual Returns were bit 

higher creating positive Abnormal Returns even on the day of the event. Abnormal 

Returns on event day 0 is statistically insignificant but on event day 1 it is significant 

generating t-statistics of 0.50 and 3.69 respectively. In the rest of the event period the 

abnormal returns were pretty much volatile with both positive and negative returns. 

For Europe (ex UK) abnormal returns, the absolute value of t-statistics (0.50) on event 

day 0 is less than 1.96. Hence, this study does not reject the null hypothesis (N0): 

There is no immediate effect of Brexit Referendum on the returns of European (ex UK) 

stocks. But as it showed that the polling results from different areas were gradually 

publishing throughout the day and market had not captured the whole information on 

the day of event (event day 0), the very next day (event day 1) shows that there is 

statistically significant abnormal return. So, it seems like the markets reacted about 

Brexit Referendum on the very next day of the event. So, if this situation is taken into 

consideration, this study can further try to analyze null hypothesis focusing on event 

day 1. As the absolute value of t-statistic for the abnormal return of Europe (ex UK) 

stocks on the event day 1 is 3.69 (which is greater than 1.96), this study can reject the 

null hypothesis (N0): There is no immediate effects of Brexit Referendum on the 

returns of European (ex UK) stocks.  

The calculation of abnormal returns allowed the research to obtain two sets of data: 

abnormal returns of European (ex UK) stocks for 60 days before and 60 days after the 

day of the event. With these two datasets, t-test have been conducted in order to test 

the null hypothesis (N0):  There is no significant difference between the two means of 

the pre and post event period Europe (ex UK) stock returns of Brexit Referendum. 

This test helps to investigate whether there are significant differences in abnormal 

returns of European (ex UK) stocks before and after the event of Brexit Referendum.  

This study used Welch's t-test to take care of the varying variances of two datasets. 

The following table shows the results of the t-test. 
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Table 5. Two sample Welch's t-test results for abnormal returns of European (ex UK) stocks 

during Brexit Referendum 

Two Sample t-test 

t-statistics -1.199 

p-value 0.2329 

Degrees of freedom 118 

95% confidence interval 

-0.0010672546 0.0002622546 

Sample estimates 

mean of x mean of y 

-0.0002046667 0.0001978333 

 

Table 5 shows that the absolute value of t-statistics is approximately 1.20 which is 

lower than 1.96. So, the null hypothesis cannot be rejected at 5% significance level. 

There is no significant difference between the two means. This means that there no 

significant differences between the means of the abnormal returns of European (ex 

UK) stocks for 60 days before and 60 days after the event of Brexit Referendum. 

This study has run another regression (just like the one from UK stocks section) for 

the entire event period returns with a dummy variable in order to find out whether the 

unexpected result of Brexit Referendum has to do anything with these post event 

period volatilities. The results of the regression are as follows: 

 

Table 6. Different variables used to determine post-event period effect of Brexit Referendum on 

Europe (ex UK) Stocks 

  Intercept Europe SMB HML Dum 

Estimates -0.0002001      0.8977595 -0.0006515 0.0002888   0.0004259 

Standard Errors 0.0002156 0.0169938 0.0004171 0.0003465 0.0003065 

t-Statistics -0.93 52.83* -1.56 0.83 1.39 

R-Square 0.9805 

Residual Standard Error 0.001682 

* = statistically significant at 5% significance level 

 

Just like before, we will only focus on the dummy variable (Dum) in table 6. The 

coefficient 0.0004259 is neither economically large nor statistically significant (t-
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statistic 1.39). This means that of Brexit Referendum had insignificant effect on the 

returns of post event period even though there are some variations. Hence, this study 

does not reject the null hypothesis (N0): There is no effect of Brexit Referendum on 

the post event period returns of Europe (ex UK) stocks. As said earlier, this might be 

true because that time the global markets were suffering from several international 

issues but eventually were calming down (Chang, 2016). 

 

4.2 The Event of US Presidential Election 2016 

This study analyzed the stock data 60 days before and after the event day (November 

08, 2016). In order to understand the effect of the US Presidential Election 2016 on 

UK and European (ex UK) markets, this chapter will look at the Abnormal Returns 

(AR) and Cumulative Abnormal Returns (CAR) of the stock of two regions. 

4.2.1 UK Stocks 

 

Figure 13. Cumulative Abnormal Return (CAR) of UK Stocks for US Presidential Election 

2016 
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From the graph in figure 13, it can be seen that the cumulative abnormal returns of the 

UK stocks 60 days before and after the day of election. The graph shows that there 

are lots of volatilities around the event day (November 08, 2016). Cumulative 

Abnormal Returns (CAR) are not showing any long-term steady upward or downward 

trend. CAR is steadily downward from October 04 to October 24 and steadily upward 

from October 25 to December 01. After that CAR again becomes downward steadily.  

The following table shows the variables that were used to calculate Expected Returns, 

Abnormal Returns and therefore Cumulative Abnormal Returns. 

 

Table 7. Different variables used for calculating abnormal returns of UK stocks for US 

Presidential Election 2016 

  Intercept Europe SMB HML 

Estimates -0.00024 1.22927 0.00210 0.00005 

Standard Errors 0.00037 0.04120 0.00102 0.00081 

t-Statistics -0.65 29.83* 2.06* 0.07 

R-Square 0.9352 

Residual Standard Error 0.004094 

* = statistically significant at 5% significance level 

 

From table 7, it can be seen that both Europe and SMB coefficients are statistically 

significant at 5% confidence level (t-statistics are 29.83 and 2.06 respectively). The 

coefficient Europe is economically large (1.23) meaning that the market returns of 

UK stocks change more than the change in the European stock returns. The 

coefficients of SMB and HML are not economically large (0.00210 and 0.00005 

respectively) meaning that abnormal returns of UK stocks are not strongly dependent 

on the smaller cap stocks and value stocks. Overall R-square 0.94 suggests that out 

model can explain 94% variations in the returns which is a very good measure. 

Using the parameters from table 7, expected returns of UK stocks have been calculated 

for total 121 days of the event period. Then abnormal returns have been calculated 

using the formula mentioned in the methodology section. There were lots of variations 

throughout the event period (Appendix 3). But none of the abnormal returns are 

statistically significant except for event day 17. On the day of the event (event day 0), 

the abnormal return is positive (0.00170). Event day 1 also got relatively higher 

abnormal return of 0.00572 than previous day’s abnormal return. This is interesting 
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because according to media, the winning of republican candidate Donald Trump was 

completely unexpected. Most of the polls were suggesting a victory of democrat 

candidate Hilary Clinton until the midnight of the day of election (Kiersz, 2016). US 

stock futures fell significantly at midnight when the polls started to suggest a 

likelihood of Trump’s winning (Holodny, Oyedele, & Bryan, 2016). But then market 

quickly rebounded again (Neate, Wearden, & Fletcher, 2016) and this continued for 

next few days (Kiersz, 2016). But the abnormal returns of UK stocks start to be 

volatile again with mostly positive returns from event day 2. But none of these are 

statistically significant except for event day 17. For UK stocks’ abnormal returns, the 

absolute value of t-statistic (0.41) on the event day 0 is less than 1.96. Hence, this 

study does not reject the null hypothesis (N0): There is no immediate effect of US 

Presidential Election 2016 on the returns of UK stocks. 

The calculation of abnormal returns allowed the research to obtain two sets of data: 

abnormal returns of European (ex UK) stocks for 60 days before and 60 days after the 

day of the event. With these two datasets, t-test have been conducted in order to test 

the null hypothesis (N0 There is no significant difference between the two means of 

the pre and post event period UK stock returns US Presidential Election 2016. This 

test helps to investigate whether there are significant differences in abnormal returns 

of UK stocks before and after the event of Brexit Referendum.  This study used 

Welch's t-test to take care of the varying variances of two datasets. The following 

table shows the results of the t-test. 

 

Table 8. Two sample Welch's t-test results for abnormal returns of UK stocks during US 

Presidential Election 2016 

Two Sample t-test 

t-statistics 0.3344 

p-value 0.7387 

Degrees of freedom 118 

95% confidence interval 

-0.001020466 0.001435133 

Sample estimates 

mean of x mean of y 

-0.0001421667 -0.0003495000 
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Table 8 shows that the absolute value of t-statistic is approximately 0.33 which is 

lower than 1.96. So, the null hypothesis cannot be rejected at 5% significance level. 

There is no significant difference between the two means. This means that there no 

significant differences between the means of the abnormal returns of UK stocks for 

60 days before and 60 days after the event of US Presidential Election 2016. 

In order to find out whether the unexpected result of US Presidential Election 2016 

has to do anything with the post event period volatilities this study have run another 

regression with a dummy variable. Only the observations from the event period have 

been used for this regression. The results of the regression are as follows: 

 

Table 9. Different variables used to determine post-event period effect of US Presidential 

Election 2016 on UK Stocks 

  Intercept Europe SMB HML Dum 

Estimates -0.00005 1.22650 0.00450 -0.00086 -0.00033 

Standard Errors 0.00043 0.06993 0.00124 0.00068 0.00061 

t-Statistics -0.11 17.54* 3.63* -1.26 -0.54 

R-Square 0.8254 

Residual Standard Error 0.003269 

* = statistically significant at 5% significance level 

 

In table 9, this study will only focus on the dummy variable (Dum). The coefficient -

0.00033 is neither economically large nor statistically significant (t-statistics -0.54). 

This means that of US Presidential Election 2016 had insignificant effect on the 

returns of post event period even though there are some variations. Hence, this study 

does not reject the null hypothesis (N0): There is no effect of US Presidential Election 

2016 on the post event period returns of UK stocks. This is true because after the 

unexpected election result, the market fell but quickly recovered (Mullen & Egan, 

2016) and later the overall market started to gain more confidence (Mullaney, 2017). 
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4.2.2 Europe (Ex UK) Stocks 

 

Figure 14. Cumulative Abnormal Return (CAR) of Europe (ex UK) Stocks for US Presidential 

Election 2016 

 

The graph in figure 14 shows the Cumulative Abnormal Returns (CAR) of the Europe 

(Ex UK) stocks for 60 days before and after the day of election. The graph shows that 

there are lots of volatilities around the event day (November 08, 2016). Cumulative 

Abnormal Returns are not showing any long-term steady upward or downward trend. 

CAR is steadily upward from October 04 to October 24 and steadily downward from 

October 25 to December 01. After that CAR again becomes upward again.  

The following table shows the variables that were used to calculate Expected Returns, 

Abnormal Returns and therefore Cumulative Abnormal Returns. 

 

Table 10. Different variables used for calculating abnormal returns of Europe (ex UK) stocks 

for US Presidential Election 2016 

  Intercept Europe SMB HML 

Estimates 0.00011 0.89973 -0.00091 -0.00001 

Standard Errors 0.00016 0.01791 0.00044 0.00035 

t-Statistics 0.65 50.23* -2.05* -0.03 

R-Square 0.9792 

Residual Standard Error 0.00178 

* = statistically significant at 5% significance level 
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From table 10, it can be seen that both Europe and SMB coefficients are statistically 

significant at 5% confidence level (t-statistics 50.23 and -2.05 respectively). The 

coefficient Europe is economically large (approximately 0.90) meaning that the 

market returns of Europe (Ex UK) stocks change by 0.90 for each unit change in the 

European stock returns. The coefficients of SMB and HML are not economically large 

(-0.00091 and -0.00001 respectively) meaning that abnormal returns of Europe (Ex 

UK) stocks are not dependent on the returns of smaller cap stocks and value stocks. 

Overall R-square 0.98 suggests that the model can explain 98% variations in the 

returns which is a very good measure. 

Using the parameters from table 10, expected returns of European (ex UK) stocks 

have been calculated for total 121 days of the event period. Then abnormal returns 

have been calculated using the formula mentioned in the methodology section. None 

of the abnormal returns are statistically significant except for event day 17 (Appendix 

4). On the day of the event (event day 0), the abnormal is negative (-0.00069). Event 

day 1 also got relatively higher abnormal return of -0.00227 than previous day’s 

abnormal return. From the table, it can be seen that the abnormal returns of Europe 

(Ex UK) stocks start to be volatile again with mostly negative returns from event day 

2. But none of these are statistically significant except for event day 17. For European 

(ex UK) stocks’ abnormal returns, the absolute value of t-statistic (-0.39) on the event 

day 0 is less than 1.96. Hence, this study does not reject the null hypothesis (N0): 

There is no effect of US Presidential Election 2016 on the returns of Europe (ex UK) 

stocks. 

The calculations of abnormal returns allowed the research to obtain two sets of data: 

abnormal returns of European (ex UK) stocks for 60 days before and 60 days after the 

day of the event. With these two datasets, t-test have been conducted in order to test 

the null hypothesis (N0):  There is no significant difference between the two means of 

the pre and post event period Europe (ex UK) stock returns US Presidential Election 

2016. This test helps to investigate whether there are significant differences in 

abnormal returns of European (ex UK) stocks before and after the event of US 

Presidential Election 2016.  This study used Welch's t-test to take care of the varying 

variances of two datasets. The following table shows the results of the t-test. 
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Table 11. Two sample Welch's t-test results for abnormal returns of European (ex UK) stocks 

during US Presidential Election 2016 

Two Sample t-test 

t-statistics -0.39655 

p-value 0.6924 

Degrees of freedom 118 

95% confidence interval 

-0.0006133550 0.0004086883 

Sample estimates 

mean of x mean of y 

0.0000508333 0.0001531667 

 

Table 11 shows that the absolute value of t-statistic is approximately 0.40 which is 

lower than 1.96. So, the null hypothesis cannot be rejected at 5% significance level. 

There is no significant difference between the two means. This means that there no 

significant differences between the means of the abnormal returns of European (ex 

UK) stocks for 60 days before and 60 days after the event of US Presidential Election 

2016. 

Just like before, this study has run another regression with a dummy variable to find 

out whether the unexpected result of US Presidential Election 2016 has to do anything 

with the post event period volatilities. Only the observations from the event period 

have been used for this regression. The results of the regression are as follows: 

 

Table 12. Different variables used to determine post-event period effect of US Presidential 

Election 2016 on Europe (ex UK) Stocks 

  Intercept Europe SMB HML Dum 

Estimates 0.00002 0.90608 -0.00186 0.00036 0.00014 

Standard Errors 0.00018 0.02904 0.00052 0.00028 0.00026 

t-Statistics 0.07 31.20* -3.61* 1.26 0.56 

R-Square 0.9609 

Residual Standard Error 0.001358 

* = statistically significant at 5% significance level 

 

From table 12, this study will only focus on the dummy variable (Dum). The 

coefficient 0.00014 is neither economically large nor statistically significant (t-
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statistics 0.56). This means that of US Presidential Election 2016 had insignificant 

effect on the returns of post event period even though there are some variations. 

Hence, this study does not reject the null hypothesis (N0): There is no effect of US 

Presidential Election 2016 on the post event period returns of Europe (ex UK) stocks. 

This is true because after the unexpected election result, the market fell but quickly 

recovered (Mullen & Egan, 2016) and later the overall market started to gain more 

confidence (Mullaney, 2017). 
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5 CONCLUSIONS 

This study found that there are no statistically significant effects of Brexit Referendum 

and US Presidential Election 2016 on the UK and European (ex UK) stocks on the 

day of the events. But for the Brexit Referendum, the markets from both the regions 

felt the effects of the unexpected result on the next day. This effect is both 

economically large and statistically significant. Also, this study has found no 

statistically significant difference between the pre and post event period stock returns. 

In the end, in case of post event stock returns, this study still did not find any 

significant effects of both the events. The markets seemed to be volatile but still most 

of the changes were not statistically significant. Findings about US Presidential 

Election often contradict with the findings of previous similar type of event studies, 

where MWEs tend to affect the stock prices of the markets around the world. In 2015, 

Giles and his team studied data of past hundred years on major geopolitical events 

(Holodny, 2015). Their study found that stocks usually recover and bounce back after 

unexpected shocks from the events. This study observed similar reactions of stocks 

for both the events. Giles further stated that impacts of the major events major are 

around 10% or less and the effects are temporary being fully recovered within one 

month. This can suggest a profitable strategy for investor where they can buy stocks 

during falling prices and sell them when the prices bounce back after few days.  

Throughout the year 2016, Markets around the globe were already suffering from 

uncertainties because of different global events such as low growth in Eurozone area, 

increase in US interest rates, low commodity prices (such as crude oil), and anxieties 

over emerging markets (such as China). For this reason, there were lots of volatilities 

in stock prices around the world. Unfamiliar results of this study can party be 

attributed to this situation. Another limitation of this study is the estimation period of 

the event US Presidential Election 2016 contains the time period of Brexit 

Referendum. This might influence the estimation parameters of the regression model, 

even though the study has not found any significant influence except for the event day 

2. Considering this situation can also be a scope for future research where the study 

may control for this. 
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The results of Brexit Referendum and US Presidential Election 2016 were 

unexpected. But the results were not published at once, rather they were published 

gradually. For this reason, market captured the information slowly and also recovered 

from the shocks relatively very quickly. For the research this study used only 1-day 

sampling interval. For this the quick rise and fall of the stock prices within one day 

were not captured in this research. Future studies can consider this situation and use 

much lesser sampling intervals such as hourly interval to capture the hourly the 

effects.  In addition to this, future studies can also analyze the effects of these two 

events on other specific regional markets such as Nordic Countries and Asia Pacific. 

Overall, this study showed that markets react to a specific event depending on the 

nature of the event. When the result of an event is expected, market starts to react even 

before the day of the event. Again, if the result of the event is unexpected, market 

reacts instantly. But in case of Brexit Referendum market reacted on the very next day 

of the event because of slow dissemination of information. But market tend to recover 

and bounce up again within one month. The insignificant market reaction from US 

Presidential Election might suggest that even though some events are major world 

events, they might not affect the other regional markets if the markets are already 

turmoiled by uncertainties. So, a rational stock investor may consider these situations 

before investing in order to harvest capital gains. Still, investor should decide at his 

own risk as markets have always showed unexpected reactions towards different 

events.  
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Appendix 1  

ABNORMAL RETURNS, CUMULATIVE ABNORMAL RETURNS 

(CAR) AND T-STATISTICS OF UK STOCKS FOR BREXIT 

REFERENDUM 

Event Day 
Expected  

Returns 

Actual  

Returns 

Abnormal  

Returns 
CAR t-Stats 

-60 -0.00824 -0.00995 -0.00171 -0.00171 -0.43 

-59 -0.01150 -0.01034 0.00116 -0.00055 0.29 

-58 0.00639 0.01026 0.00388 0.00333 0.98 

-57 -0.01834 -0.01935 -0.00101 0.00231 -0.26 

-56 0.01059 0.01175 0.00116 0.00348 0.29 

-55 -0.00508 -0.00096 0.00413 0.00760 1.04 

-54 0.01776 0.01287 -0.00489 0.00272 -1.23 

-53 0.00834 0.01089 0.00256 0.00527 0.65 

-52 0.00960 0.01264 0.00305 0.00832 0.77 

-51 0.03262 0.03087 -0.00175 0.00657 -0.44 

-50 0.00685 0.00087 -0.00598 0.00059 -1.51 

-49 -0.00063 -0.00027 0.00036 0.00095 0.09 

-48 0.00734 0.00923 0.00189 0.00284 0.48 

-47 0.01852 0.01715 -0.00137 0.00147 -0.35 

-46 0.01083 0.00841 -0.00242 -0.00095 -0.61 

-45 0.00175 -0.00137 -0.00312 -0.00408 -0.79 

-44 0.00083 0.00176 0.00093 -0.00315 0.23 

-43 -0.00455 -0.00107 0.00349 0.00034 0.88 

-42 0.00760 0.00862 0.00101 0.00135 0.26 

-41 0.00695 0.00520 -0.00175 -0.00040 -0.44 

-40 0.00585 0.00590 0.00005 -0.00036 0.01 

-39 -0.01920 -0.01649 0.00271 0.00235 0.68 

-38 0.00210 -0.00017 -0.00226 0.00009 -0.57 

-37 -0.01652 -0.01471 0.00181 0.00190 0.46 

-36 -0.00912 -0.01121 -0.00209 -0.00019 -0.53 

-35 0.00657 0.01358 0.00702 0.00682 1.77 

-34 0.00059 -0.00167 -0.00225 0.00457 -0.57 

-33 0.00512 0.00114 -0.00398 0.00059 -1.00 

-32 0.01338 0.01520 0.00181 0.00241 0.46 

-31 -0.00123 0.00097 0.00220 0.00461 0.56 

-30 -0.00161 -0.00127 0.00035 0.00496 0.09 

-29 0.00815 0.00803 -0.00012 0.00483 -0.03 

-28 0.00384 0.00635 0.00251 0.00734 0.63 

-27 0.00381 0.01036 0.00655 0.01389 1.65 

-26 0.01203 0.01841 0.00638 0.02027 1.61 

-25 -0.00869 -0.01056 -0.00188 0.01839 -0.47 

-24 0.01578 0.01467 -0.00110 0.01729 -0.28 

-23 -0.00221 -0.00219 0.00002 0.01730 0.00 

-22 0.02628 0.03028 0.00400 0.02131 1.01 

-21 0.01903 0.01905 0.00002 0.02133 0.01 
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-20 0.00486 -0.00195 -0.00681 0.01452 -1.72 

-19 0.00511 0.00472 -0.00039 0.01413 -0.10 

-18 0.00526 0.00335 -0.00191 0.01222 -0.48 

-17 -0.00531 -0.00729 -0.00198 0.01024 -0.50 

-16 -0.00704 -0.01630 -0.00926 0.00098 -2.33* 

-15 0.00426 0.00570 0.00144 0.00242 0.36 

-14 -0.00626 -0.00297 0.00329 0.00571 0.83 

-13 0.00760 0.00745 -0.00015 0.00556 -0.04 

-12 0.01639 0.01269 -0.00370 0.00186 -0.93 

-11 -0.00039 0.00280 0.00319 0.00505 0.81 

-10 -0.00732 -0.00742 -0.00010 0.00495 -0.03 

-9 -0.02211 -0.02229 -0.00019 0.00476 -0.05 

-8 -0.01609 -0.01214 0.00395 0.00871 1.00 

-7 -0.01678 -0.02047 -0.00369 0.00501 -0.93 

-6 0.01318 0.01451 0.00133 0.00634 0.34 

-5 -0.00362 -0.00035 0.00327 0.00961 0.82 

-4 0.01974 0.02284 0.00310 0.01271 0.78 

-3 0.04018 0.05317 0.01299 0.02570 3.28* 

-2 0.01115 0.01167 0.00052 0.02622 0.13 

-1 0.00762 0.00911 0.00149 0.02771 0.38 

0 0.02014 0.01811 -0.00204 0.02567 -0.51 

1 -0.07578 -0.09012 -0.01434 0.01133 -3.62* 

2 -0.03903 -0.04511 -0.00608 0.00526 -1.53 

3 0.02965 0.03629 0.00664 0.01190 1.68 

4 0.03498 0.04951 0.01454 0.02644 3.67* 

5 0.01436 0.01374 -0.00062 0.02581 -0.16 

6 0.01166 0.00508 -0.00658 0.01923 -1.66 

7 -0.00407 -0.00354 0.00053 0.01976 0.13 

8 -0.01507 -0.00926 0.00581 0.02558 1.47 

9 -0.01492 -0.01793 -0.00301 0.02257 -0.76 

10 0.01425 0.01844 0.00419 0.02675 1.06 

11 0.02200 0.01774 -0.00426 0.02250 -1.07 

12 0.02085 0.01892 -0.00193 0.02056 -0.49 

13 0.01702 0.01618 -0.00084 0.01972 -0.21 

14 0.00182 0.00168 -0.00014 0.01958 -0.03 

15 0.01376 0.00912 -0.00464 0.01494 -1.17 

16 0.00193 0.00213 0.00020 0.01514 0.05 

17 0.00506 0.01173 0.00667 0.02181 1.68 

18 -0.00115 -0.00246 -0.00131 0.02050 -0.33 

19 0.01416 0.01195 -0.00220 0.01830 -0.56 

20 0.00421 0.00404 -0.00018 0.01812 -0.04 

21 0.00288 -0.00039 -0.00328 0.01485 -0.83 

22 0.00380 0.00436 0.00057 0.01541 0.14 

23 0.00496 0.00427 -0.00069 0.01473 -0.17 

24 0.00922 0.00697 -0.00225 0.01248 -0.57 

25 -0.00850 -0.00841 0.00010 0.01257 0.02 

26 0.01197 0.00704 -0.00493 0.00764 -1.24 

27 -0.00392 -0.00534 -0.00141 0.00623 -0.36 

28 -0.01244 0.00005 0.01249 0.01872 3.15 

29 0.00541 0.00743 0.00202 0.02074 0.51* 
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30 0.01151 0.00747 -0.00404 0.01671 -1.02 

31 0.01584 0.01255 -0.00330 0.01341 -0.83 

32 0.00642 0.00419 -0.00223 0.01118 -0.56 

33 0.01328 0.00289 -0.01039 0.00079 -2.62* 

34 0.00227 0.00307 0.00080 0.00158 0.20 

35 0.01161 0.00573 -0.00588 -0.00430 -1.48 

36 0.00160 0.00086 -0.00075 -0.00505 -0.19 

37 0.00382 0.00107 -0.00275 -0.00780 -0.69 

38 -0.00426 -0.00195 0.00231 -0.00549 0.58 

39 -0.00527 0.00066 0.00593 0.00044 1.50 

40 0.01119 0.01216 0.00096 0.00141 0.24 

41 -0.00566 -0.00569 -0.00002 0.00138 -0.01 

42 0.00336 0.00600 0.00265 0.00403 0.67 

43 0.01471 0.01317 -0.00153 0.00250 -0.39 

44 0.00816 0.01009 0.00193 0.00443 0.49 

45 -0.00498 -0.00688 -0.00190 0.00253 -0.48 

46 0.01002 0.00806 -0.00196 0.00057 -0.49 

47 0.00159 0.00401 0.00242 0.00299 0.61 

48 0.00933 0.00386 -0.00547 -0.00248 -1.38 

49 0.00148 -0.00082 -0.00230 -0.00478 -0.58 

50 0.00345 0.00913 0.00568 0.00090 1.43 

51 0.02427 0.02916 0.00490 0.00580 1.24 

52 0.00470 0.00178 -0.00292 0.00288 -0.74 

53 -0.00120 -0.00224 -0.00104 0.00184 -0.26 

54 0.00783 -0.00003 -0.00786 -0.00602 -1.98* 

55 0.00125 0.00039 -0.00086 -0.00688 -0.22 

56 -0.00703 -0.00683 0.00019 -0.00669 0.05 

57 -0.00742 -0.00502 0.00239 -0.00430 0.60 

58 -0.00850 -0.01307 -0.00457 -0.00887 -1.15 

59 0.00191 0.00426 0.00235 -0.00652 0.59 

60 0.00947 0.01324 0.00377 -0.00275 0.95 

* = statistically significant at 5% significance level, 

t-statistics have been calculated by dividing Abnormal Returns by Residual Standard Error (sigma) 

obtained from table 1. 
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Appendix 2  

ABNORMAL RETURNS, CUMULATIVE ABNORMAL RETURNS 

(CAR) AND T-STATISTICS OF EUROPE (EX UK) STOCKS FOR 

BREXIT REFERENDUM 

Event Day 
Expected  

Returns 

Actual  

Returns 

Abnormal  

Returns 
CAR t-stats 

-60 -0.01087 -0.01018 0.00069 0.00069 0.40 

-59 -0.01271 -0.01325 -0.00054 0.00015 -0.31 

-58 0.00463 0.00293 -0.00170 -0.00155 -0.99 

-57 -0.01814 -0.01776 0.00037 -0.00118 0.22 

-56 0.00789 0.00735 -0.00054 -0.00172 -0.32 

-55 -0.00699 -0.00879 -0.00180 -0.00352 -1.05 

-54 0.01057 0.01264 0.00208 -0.00145 1.21 

-53 0.00246 0.00135 -0.00111 -0.00256 -0.65 

-52 0.00554 0.00419 -0.00136 -0.00391 -0.79 

-51 0.02374 0.02447 0.00073 -0.00318 0.43 

-50 0.00324 0.00578 0.00254 -0.00065 1.48 

-49 -0.00307 -0.00328 -0.00020 -0.00085 -0.12 

-48 0.00419 0.00335 -0.00084 -0.00169 -0.49 

-47 0.01489 0.01544 0.00054 -0.00115 0.32 

-46 0.00385 0.00486 0.00101 -0.00014 0.59 

-45 -0.00359 -0.00229 0.00130 0.00117 0.76 

-44 -0.00370 -0.00413 -0.00043 0.00074 -0.25 

-43 -0.00510 -0.00664 -0.00154 -0.00080 -0.90 

-42 0.00083 0.00037 -0.00047 -0.00127 -0.27 

-41 0.00285 0.00358 0.00073 -0.00054 0.43 

-40 0.00129 0.00123 -0.00006 -0.00060 -0.03 

-39 -0.02164 -0.02285 -0.00120 -0.00180 -0.70 

-38 -0.00037 0.00056 0.00093 -0.00087 0.54 

-37 -0.01599 -0.01683 -0.00084 -0.00171 -0.49 

-36 -0.01152 -0.01067 0.00086 -0.00085 0.50 

-35 0.00352 0.00046 -0.00305 -0.00390 -1.78 

-34 -0.00359 -0.00265 0.00093 -0.00297 0.54 

-33 0.00554 0.00718 0.00164 -0.00133 0.96 

-32 0.00879 0.00798 -0.00081 -0.00214 -0.48 

-31 -0.00425 -0.00523 -0.00098 -0.00312 -0.57 

-30 -0.00530 -0.00549 -0.00020 -0.00331 -0.11 

-29 0.00490 0.00492 0.00002 -0.00330 0.01 

-28 0.00022 -0.00089 -0.00112 -0.00441 -0.65 

-27 -0.00035 -0.00323 -0.00288 -0.00729 -1.68 

-26 0.00821 0.00539 -0.00282 -0.01011 -1.65 

-25 -0.01137 -0.01058 0.00079 -0.00932 0.46 

-24 0.01211 0.01255 0.00044 -0.00889 0.25 

-23 -0.00426 -0.00430 -0.00004 -0.00893 -0.03 

-22 0.02169 0.01989 -0.00180 -0.01073 -1.05 

-21 0.01240 0.01234 -0.00006 -0.01079 -0.04 



56 

 

-20 0.00117 0.00412 0.00295 -0.00784 1.72 

-19 0.00224 0.00238 0.00014 -0.00771 0.08 

-18 0.00135 0.00213 0.00078 -0.00692 0.46 

-17 -0.00751 -0.00667 0.00084 -0.00608 0.49 

-16 -0.00900 -0.00505 0.00395 -0.00213 2.30* 

-15 0.00061 -0.00005 -0.00066 -0.00279 -0.38 

-14 -0.00847 -0.00994 -0.00147 -0.00426 -0.86 

-13 0.00323 0.00325 0.00001 -0.00425 0.01 

-12 0.01090 0.01248 0.00158 -0.00267 0.92 

-11 -0.00462 -0.00605 -0.00143 -0.00411 -0.83 

-10 -0.00940 -0.00939 0.00001 -0.00410 0.00 

-9 -0.02374 -0.02371 0.00004 -0.00406 0.02 

-8 -0.01728 -0.01905 -0.00177 -0.00583 -1.03 

-7 -0.01868 -0.01712 0.00156 -0.00427 0.91 

-6 0.00951 0.00890 -0.00061 -0.00489 -0.36 

-5 -0.00603 -0.00750 -0.00148 -0.00636 -0.86 

-4 0.01200 0.01060 -0.00140 -0.00776 -0.82 

-3 0.03489 0.02910 -0.00579 -0.01355 -3.38* 

-2 0.00708 0.00679 -0.00029 -0.01384 -0.17 

-1 0.00368 0.00297 -0.00072 -0.01456 -0.42 

0 0.01397 0.01482 0.00086 -0.01370 0.50 

1 -0.06708 -0.06075 0.00633 -0.00737 3.69* 

2 -0.03826 -0.03571 0.00255 -0.00482 1.49 

3 0.02418 0.02128 -0.00290 -0.00772 -1.69 

4 0.03071 0.02428 -0.00643 -0.01415 -3.75* 

5 0.01047 0.01072 0.00025 -0.01390 0.15 

6 0.00651 0.00935 0.00284 -0.01107 1.65 

7 -0.00648 -0.00676 -0.00027 -0.01134 -0.16 

8 -0.01472 -0.01732 -0.00259 -0.01393 -1.51 

9 -0.01630 -0.01502 0.00128 -0.01265 0.75 

10 0.01038 0.00849 -0.00189 -0.01454 -1.10 

11 0.01443 0.01625 0.00182 -0.01272 1.06 

12 0.01474 0.01554 0.00080 -0.01192 0.47 

13 0.00931 0.00962 0.00032 -0.01160 0.18 

14 -0.00099 -0.00098 0.00001 -0.01159 0.01 

15 0.00677 0.00876 0.00199 -0.00960 1.16 

16 -0.00135 -0.00148 -0.00013 -0.00973 -0.08 

17 0.00235 -0.00064 -0.00299 -0.01272 -1.74 

18 -0.00387 -0.00332 0.00055 -0.01217 0.32 

19 0.01001 0.01093 0.00092 -0.01125 0.54 

20 -0.00111 -0.00110 0.00002 -0.01124 0.01 

21 -0.00017 0.00123 0.00140 -0.00984 0.81 

22 0.00152 0.00124 -0.00029 -0.01013 -0.17 

23 0.00132 0.00157 0.00025 -0.00988 0.14 

24 0.00336 0.00429 0.00094 -0.00894 0.55 

25 -0.00928 -0.00936 -0.00008 -0.00903 -0.05 

26 0.00644 0.00855 0.00210 -0.00692 1.23 

27 -0.00530 -0.00474 0.00056 -0.00636 0.33 

28 -0.01237 -0.01786 -0.00549 -0.01185 -3.20* 

29 0.00013 -0.00080 -0.00093 -0.01278 -0.54 
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30 0.00653 0.00826 0.00173 -0.01105 1.01 

31 0.00954 0.01093 0.00138 -0.00967 0.81 

32 -0.00043 0.00049 0.00093 -0.00874 0.54 

33 0.00897 0.01343 0.00446 -0.00428 2.60* 

34 -0.00223 -0.00261 -0.00038 -0.00467 -0.22 

35 0.00780 0.01029 0.00249 -0.00218 1.45 

36 -0.00179 -0.00152 0.00027 -0.00191 0.16 

37 0.00027 0.00139 0.00112 -0.00079 0.65 

38 -0.00784 -0.00887 -0.00102 -0.00182 -0.60 

39 -0.00774 -0.01035 -0.00260 -0.00442 -1.52 

40 0.00654 0.00609 -0.00045 -0.00487 -0.26 

41 -0.00738 -0.00742 -0.00004 -0.00491 -0.02 

42 0.00070 -0.00049 -0.00118 -0.00610 -0.69 

43 0.00836 0.00899 0.00063 -0.00547 0.36 

44 0.00338 0.00250 -0.00088 -0.00635 -0.51 

45 -0.00813 -0.00736 0.00077 -0.00558 0.45 

46 0.00472 0.00552 0.00080 -0.00478 0.47 

47 -0.00111 -0.00221 -0.00110 -0.00588 -0.64 

48 0.00424 0.00656 0.00232 -0.00355 1.35 

49 -0.00402 -0.00308 0.00094 -0.00261 0.55 

50 -0.00021 -0.00270 -0.00249 -0.00510 -1.45 

51 0.01971 0.01753 -0.00218 -0.00729 -1.27 

52 0.00033 0.00153 0.00121 -0.00608 0.70 

53 -0.00331 -0.00291 0.00040 -0.00568 0.23 

54 0.00294 0.00626 0.00332 -0.00237 1.93 

55 -0.00375 -0.00343 0.00032 -0.00204 0.19 

56 -0.01099 -0.01112 -0.00012 -0.00217 -0.07 

57 -0.00865 -0.00973 -0.00109 -0.00325 -0.63 

58 -0.00949 -0.00761 0.00187 -0.00138 1.09 

59 -0.00074 -0.00179 -0.00104 -0.00242 -0.61 

60 0.00551 0.00388 -0.00164 -0.00406 -0.96 

* = statistically significant at 5% significance level, 

t-statistics have been calculated by dividing Abnormal Returns by Residual Standard Error (sigma) 

obtained from table 4. 
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Appendix 3  

ABNORMAL RETURNS, CUMULATIVE ABNORMAL RETURNS 

(CAR) AND T-STATISTICS OF UK STOCKS FOR US 

PRESIDENTIAL ELECTION 2016 

Event Day 
Expected  
Returns 

Actual  
Returns 

Abnormal  
Returns 

CAR t-stats 

-60 -0.00907 -0.00563 0.00343 0.00343 0.84 

-59 -0.00980 -0.00302 0.00679 0.01022 1.66 

-58 0.00847 0.00848 0.00000 0.01023 0.00 

-57 -0.00931 -0.00937 -0.00006 0.01017 -0.01 

-56 0.00101 0.00232 0.00131 0.01148 0.32 

-55 0.01054 0.00949 -0.00105 0.01043 -0.26 

-54 0.00505 0.00642 0.00137 0.01180 0.33 

-53 -0.01046 -0.01057 -0.00011 0.01169 -0.03 

-52 0.00592 0.00436 -0.00156 0.01013 -0.38 

-51 -0.00185 0.00031 0.00216 0.01229 0.53 

-50 0.00490 0.00016 -0.00474 0.00755 -1.16 

-49 -0.00400 -0.00453 -0.00054 0.00701 -0.13 

-48 0.00014 0.00542 0.00528 0.01229 1.29 

-47 0.02185 0.02544 0.00359 0.01588 0.88 

-46 0.00094 -0.00194 -0.00288 0.01300 -0.70 

-45 -0.00381 -0.00595 -0.00214 0.01086 -0.52 

-44 0.00370 -0.00374 -0.00744 0.00342 -1.82 

-43 -0.00352 -0.00333 0.00019 0.00361 0.05 

-42 -0.01300 -0.01051 0.00249 0.00610 0.61 

-41 -0.01189 -0.00872 0.00316 0.00926 0.77 

-40 -0.01226 -0.01678 -0.00451 0.00475 -1.10 

-39 -0.00133 0.00055 0.00189 0.00663 0.46 

-38 0.00602 0.00954 0.00352 0.01016 0.86 

-37 -0.00780 -0.00423 0.00356 0.01372 0.87 

-36 0.01110 0.01219 0.00110 0.01482 0.27 

-35 -0.00187 -0.00471 -0.00284 0.01197 -0.69 

-34 0.00486 0.00416 -0.00070 0.01127 -0.17 

-33 0.01802 0.01259 -0.00543 0.00584 -1.33 

-32 -0.00824 -0.00904 -0.00079 0.00504 -0.19 

-31 -0.01828 -0.01649 0.00179 0.00684 0.44 

-30 -0.00005 0.00560 0.00565 0.01249 1.38 

-29 0.00821 0.00679 -0.00142 0.01107 -0.35 

-28 0.00237 0.00637 0.00400 0.01508 0.98 

-27 0.00009 -0.00261 -0.00270 0.01237 -0.66 

-26 0.00139 0.00235 0.00096 0.01333 0.23 

-25 0.00976 0.01184 0.00208 0.01541 0.51 

-24 -0.00592 -0.01055 -0.00463 0.01077 -1.13 

-23 -0.00508 -0.00931 -0.00423 0.00655 -1.03 

-22 -0.01125 -0.00918 0.00207 0.00862 0.51 

-21 0.00742 0.00232 -0.00511 0.00351 -1.25 

-20 -0.00598 -0.00685 -0.00087 0.00264 -0.21 

-19 -0.00563 -0.00594 -0.00030 0.00233 -0.07 
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-18 -0.01079 -0.00810 0.00268 0.00502 0.66 

-17 0.01447 0.00779 -0.00669 -0.00167 -1.63 

-16 -0.00891 -0.01214 -0.00323 -0.00491 -0.79 

-15 0.01715 0.02142 0.00427 -0.00063 1.04 

-14 0.00364 0.00296 -0.00068 -0.00132 -0.17 

-13 0.00231 0.00014 -0.00217 -0.00348 -0.53 

-12 -0.00023 0.00007 0.00031 -0.00318 0.07 

-11 -0.00032 -0.00556 -0.00524 -0.00842 -1.28 

-10 -0.00399 0.00078 0.00477 -0.00365 1.16 

-9 -0.00518 -0.00528 -0.00010 -0.00374 -0.02 

-8 -0.00049 -0.00113 -0.00064 -0.00438 -0.16 

-7 -0.00362 -0.00192 0.00170 -0.00268 0.42 

-6 -0.00661 -0.00397 0.00264 -0.00004 0.64 

-5 -0.01239 -0.01209 0.00030 0.00025 0.07 

-4 -0.01416 -0.00933 0.00483 0.00509 1.18 

-3 -0.00001 0.00595 0.00596 0.01105 1.46 

-2 -0.00999 -0.01016 -0.00017 0.01089 -0.04 

-1 0.01717 0.01238 -0.00479 0.00609 -1.17 

0 0.00312 0.00482 0.00170 0.00779 0.41 

1 0.01623 0.02195 0.00572 0.01351 1.40 

2 -0.00119 -0.00212 -0.00093 0.01258 -0.23 

3 -0.00515 -0.00424 0.00091 0.01349 0.22 

4 0.00310 0.00516 0.00205 0.01554 0.50 

5 0.00284 -0.00002 -0.00286 0.01269 -0.70 

6 -0.00190 0.00158 0.00348 0.01617 0.85 

7 0.00655 0.00779 0.00123 0.01740 0.30 

8 -0.00354 -0.00376 -0.00022 0.01718 -0.05 

9 0.00277 0.00922 0.00644 0.02362 1.57 

10 0.00316 0.00579 0.00263 0.02625 0.64 

11 -0.00087 0.00341 0.00428 0.03053 1.04 

12 0.00330 0.00388 0.00058 0.03111 0.14 

13 0.00137 -0.00335 -0.00473 0.02638 -1.15 

14 -0.00950 -0.00712 0.00239 0.02877 0.58 

15 0.00280 0.00012 -0.00269 0.02608 -0.66 

16 0.00430 0.00204 -0.00226 0.02382 -0.55 

17 -0.00247 0.00585 0.00833 0.03214 2.03* 

18 -0.00567 -0.00451 0.00116 0.03331 0.28 

19 0.00635 0.00000 -0.00635 0.02696 -1.55 

20 0.01103 0.00437 -0.00666 0.02030 -1.63 

21 0.01029 0.00649 -0.00380 0.01650 -0.93 

22 0.01461 0.01387 -0.00074 0.01576 -0.18 

23 0.01041 0.01167 0.00127 0.01702 0.31 

24 -0.00487 -0.00806 -0.00319 0.01384 -0.78 

25 0.01098 0.00945 -0.00153 0.01230 -0.37 

26 -0.00551 -0.00238 0.00313 0.01544 0.77 

27 0.00942 0.00560 -0.00381 0.01162 -0.93 

28 0.00408 0.00452 0.00044 0.01206 0.11 

29 -0.00155 -0.00525 -0.00370 0.00836 -0.90 

30 0.00529 0.00647 0.00118 0.00954 0.29 

31 -0.00233 -0.00405 -0.00171 0.00782 -0.42 

32 -0.00272 -0.00540 -0.00268 0.00514 -0.65 

33 0.00024 -0.00304 -0.00328 0.00186 -0.80 



60 

 

34 -0.00023 0.00001 0.00024 0.00211 0.06 

35 0.00158 0.00043 -0.00115 0.00096 -0.28 

36 0.00425 0.00894 0.00469 0.00565 1.15 

37 -0.00450 -0.00725 -0.00274 0.00291 -0.67 

38 0.00394 0.00797 0.00403 0.00693 0.98 

39 0.00585 0.00001 -0.00584 0.00110 -1.43 

40 0.00846 0.01153 0.00307 0.00417 0.75 

41 -0.00177 -0.00240 -0.00063 0.00354 -0.15 

42 0.00106 -0.00118 -0.00223 0.00130 -0.55 

43 -0.00071 -0.00381 -0.00310 -0.00180 -0.76 

44 -0.00645 -0.00849 -0.00204 -0.00384 -0.50 

45 0.00136 0.00460 0.00324 -0.00060 0.79 

46 0.00299 0.00402 0.00103 0.00042 0.25 

47 -0.00804 -0.00491 0.00313 0.00355 0.76 

48 0.01077 0.00553 -0.00524 -0.00169 -1.28 

49 -0.00948 -0.00880 0.00068 -0.00101 0.17 

50 -0.00141 0.00363 0.00504 0.00403 1.23 

51 0.00162 0.00040 -0.00123 0.00281 -0.30 

52 -0.00066 -0.00098 -0.00032 0.00248 -0.08 

53 -0.00077 -0.00677 -0.00600 -0.00352 -1.47 

54 -0.00463 0.00108 0.00571 0.00219 1.39 

55 0.00316 0.00117 -0.00199 0.00020 -0.49 

56 0.01461 0.01110 -0.00351 -0.00331 -0.86 

57 0.00289 0.00483 0.00194 -0.00136 0.47 

58 -0.00431 -0.00351 0.00080 -0.00056 0.20 

59 -0.01259 -0.01088 0.00171 0.00115 0.42 

60 -0.00810 -0.00781 0.00028 0.00143 0.07 

* = statistically significant at 5% significance level, 

t-statistics have been calculated by dividing Abnormal Returns by Residual Standard Error (sigma) 

obtained from table 7. 
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Appendix 4  

ABNORMAL RETURNS, CUMULATIVE ABNORMAL RETURNS 

(CAR) AND T-STATISTICS OF EUROPE (EX UK) STOCKS FOR US 

PRESIDENTIAL ELECTION 2016 

Event  

Day 

Expected  

Returns 

Actual  

Returns 

Abnormal  

Returns 
CAR t-Stats 

-60 -0.00739 -0.00887 -0.00147 -0.00147 -0.83 

-59 -0.00741 -0.01035 -0.00293 -0.00441 -1.65 

-58 0.00608 0.00609 0.00001 -0.00439 0.01 

-57 -0.00743 -0.00742 0.00002 -0.00438 0.01 

-56 0.00007 -0.00049 -0.00056 -0.00494 -0.31 

-55 0.00852 0.00899 0.00046 -0.00447 0.26 

-54 0.00309 0.00250 -0.00059 -0.00507 -0.33 

-53 -0.00739 -0.00736 0.00003 -0.00503 0.02 

-52 0.00484 0.00552 0.00068 -0.00435 0.38 

-51 -0.00128 -0.00221 -0.00094 -0.00529 -0.53 

-50 0.00451 0.00656 0.00206 -0.00323 1.16 

-49 -0.00329 -0.00308 0.00021 -0.00302 0.12 

-48 -0.00043 -0.00270 -0.00228 -0.00530 -1.28 

-47 0.01907 0.01753 -0.00154 -0.00684 -0.87 

-46 0.00030 0.00153 0.00123 -0.00561 0.69 

-45 -0.00383 -0.00291 0.00092 -0.00468 0.52 

-44 0.00307 0.00626 0.00318 -0.00150 1.79 

-43 -0.00333 -0.00343 -0.00009 -0.00159 -0.05 

-42 -0.01003 -0.01112 -0.00109 -0.00268 -0.61 

-41 -0.00836 -0.00973 -0.00137 -0.00405 -0.77 

-40 -0.00951 -0.00761 0.00189 -0.00216 1.06 

-39 -0.00099 -0.00179 -0.00080 -0.00296 -0.45 

-38 0.00535 0.00388 -0.00148 -0.00443 -0.83 

-37 -0.00760 -0.00914 -0.00154 -0.00597 -0.86 

-36 0.01006 0.00961 -0.00045 -0.00642 -0.25 

-35 -0.00030 0.00092 0.00123 -0.00520 0.69 

-34 0.00421 0.00449 0.00029 -0.00491 0.16 

-33 0.01503 0.01737 0.00234 -0.00257 1.31 

-32 -0.00649 -0.00617 0.00033 -0.00225 0.18 

-31 -0.01468 -0.01548 -0.00080 -0.00305 -0.45 

-30 0.00073 -0.00167 -0.00240 -0.00545 -1.35 

-29 0.00619 0.00681 0.00063 -0.00482 0.35 

-28 0.00170 -0.00001 -0.00171 -0.00653 -0.96 

-27 0.00088 0.00203 0.00115 -0.00538 0.65 

-26 0.00056 0.00016 -0.00040 -0.00579 -0.23 

-25 0.00849 0.00761 -0.00088 -0.00666 -0.49 

-24 -0.00482 -0.00291 0.00191 -0.00476 1.07 

-23 -0.00343 -0.00170 0.00172 -0.00303 0.97 

-22 -0.00768 -0.00861 -0.00093 -0.00397 -0.53 

-21 0.00716 0.00927 0.00211 -0.00186 1.19 
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-20 -0.00492 -0.00458 0.00034 -0.00152 0.19 

-19 -0.00441 -0.00432 0.00009 -0.00143 0.05 

-18 -0.00821 -0.00936 -0.00114 -0.00257 -0.64 

-17 0.01215 0.01491 0.00277 0.00019 1.56 

-16 -0.00704 -0.00578 0.00125 0.00145 0.70 

-15 0.01373 0.01209 -0.00164 -0.00019 -0.92 

-14 0.00334 0.00362 0.00028 0.00009 0.16 

-13 0.00250 0.00338 0.00088 0.00097 0.49 

-12 -0.00006 -0.00019 -0.00013 0.00083 -0.08 

-11 0.00008 0.00217 0.00209 0.00293 1.18 

-10 -0.00245 -0.00441 -0.00196 0.00097 -1.10 

-9 -0.00350 -0.00350 0.00000 0.00097 0.00 

-8 0.00105 0.00127 0.00023 0.00119 0.13 

-7 -0.00265 -0.00337 -0.00072 0.00048 -0.40 

-6 -0.00513 -0.00622 -0.00110 -0.00062 -0.62 

-5 -0.00951 -0.00970 -0.00019 -0.00081 -0.11 

-4 -0.01075 -0.01278 -0.00203 -0.00284 -1.14 

-3 -0.00070 -0.00310 -0.00240 -0.00524 -1.35 

-2 -0.00700 -0.00700 0.00000 -0.00524 0.00 

-1 0.01458 0.01658 0.00200 -0.00324 1.12 

0 0.00381 0.00312 -0.00069 -0.00393 -0.39 

1 0.01344 0.01118 -0.00227 -0.00619 -1.27 

2 -0.00383 -0.00342 0.00041 -0.00578 0.23 

3 -0.00397 -0.00437 -0.00040 -0.00618 -0.22 

4 0.00190 0.00108 -0.00082 -0.00700 -0.46 

5 0.00307 0.00424 0.00117 -0.00583 0.66 

6 -0.00222 -0.00365 -0.00143 -0.00726 -0.80 

7 0.00605 0.00557 -0.00048 -0.00774 -0.27 

8 -0.00401 -0.00392 0.00009 -0.00766 0.05 

9 0.00314 0.00047 -0.00266 -0.01032 -1.50 

10 0.00201 0.00091 -0.00110 -0.01142 -0.62 

11 -0.00044 -0.00223 -0.00179 -0.01321 -1.01 

12 0.00316 0.00292 -0.00024 -0.01345 -0.14 

13 0.00209 0.00408 0.00199 -0.01147 1.12 

14 -0.00729 -0.00832 -0.00103 -0.01250 -0.58 

15 0.00281 0.00394 0.00113 -0.01137 0.63 

16 0.00361 0.00456 0.00095 -0.01042 0.54 

17 -0.00288 -0.00637 -0.00349 -0.01391 -1.96* 

18 -0.00386 -0.00438 -0.00052 -0.01443 -0.29 

19 0.00543 0.00810 0.00268 -0.01175 1.50 

20 0.00928 0.01208 0.00280 -0.00896 1.57 

21 0.00887 0.01046 0.00159 -0.00737 0.89 

22 0.01126 0.01162 0.00036 -0.00701 0.20 

23 0.00879 0.00831 -0.00048 -0.00748 -0.27 

24 -0.00390 -0.00260 0.00130 -0.00619 0.73 

25 0.01042 0.01107 0.00066 -0.00553 0.37 

26 -0.00460 -0.00591 -0.00131 -0.00684 -0.74 

27 0.00828 0.00988 0.00160 -0.00524 0.90 

28 0.00325 0.00308 -0.00017 -0.00541 -0.10 

29 -0.00106 0.00048 0.00153 -0.00387 0.86 
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30 0.00483 0.00434 -0.00049 -0.00436 -0.27 

31 -0.00224 -0.00154 0.00070 -0.00366 0.39 

32 -0.00201 -0.00092 0.00109 -0.00257 0.61 

33 0.00034 0.00167 0.00133 -0.00124 0.75 

34 0.00011 0.00001 -0.00010 -0.00135 -0.06 

35 0.00112 0.00160 0.00048 -0.00087 0.27 

36 0.00250 0.00062 -0.00188 -0.00275 -1.06 

37 -0.00326 -0.00216 0.00110 -0.00165 0.62 

38 0.00305 0.00143 -0.00163 -0.00327 -0.91 

39 0.00413 0.00655 0.00241 -0.00086 1.36 

40 0.00630 0.00508 -0.00121 -0.00207 -0.68 

41 -0.00085 -0.00061 0.00024 -0.00183 0.13 

42 0.00062 0.00154 0.00092 -0.00091 0.52 

43 -0.00034 0.00092 0.00126 0.00034 0.71 

44 -0.00417 -0.00340 0.00078 0.00112 0.44 

45 0.00105 -0.00024 -0.00130 -0.00018 -0.73 

46 0.00231 0.00190 -0.00042 -0.00059 -0.23 

47 -0.00583 -0.00714 -0.00131 -0.00191 -0.74 

48 0.00887 0.01103 0.00217 0.00026 1.22 

49 -0.00743 -0.00775 -0.00032 -0.00006 -0.18 

50 -0.00189 -0.00394 -0.00205 -0.00211 -1.15 

51 0.00182 0.00232 0.00050 -0.00160 0.28 

52 -0.00075 -0.00061 0.00013 -0.00147 0.07 

53 -0.00042 0.00201 0.00243 0.00096 1.37 

54 -0.00444 -0.00676 -0.00232 -0.00136 -1.30 

55 0.00271 0.00351 0.00080 -0.00056 0.45 

56 0.01218 0.01366 0.00148 0.00092 0.83 

57 0.00205 0.00130 -0.00076 0.00016 -0.42 

58 -0.00291 -0.00327 -0.00036 -0.00019 -0.20 

59 -0.00963 -0.01038 -0.00076 -0.00095 -0.43 

60 -0.00633 -0.00648 -0.00015 -0.00110 -0.08 

* = statistically significant at 5% significance level, 

t-statistics have been calculated by dividing Abnormal Returns by Residual Standard Error (sigma) 

obtained from table 10. 

 

 

 

 

 


