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A controversial issue in stock price synchronicity research is whether a lower
R-squared reflects a stock price with more information or a noisier stock price. To better understand the
properties of R-squared, I focus on the situation in which the information environment drastically
deteriorates and examine which view represents a more plausible explanation for R-squared. Using data
around an exogenous catastrophic event, namely, the GEJE, on March 11, 2011, 1 find that, after the
event, stock price synchronicity for opaque firms was higher than for transparent firms. The stock prices
of opaque firms were not likely to capitalize firm-specific information after the GEJE, which led their
R-squared values to increase compared with those of transparent firms. The evidence is more consistent
with the hypothesis that a higher R-squared signals that the stock price is deviating from its
fundamental value; that is, a lower R-squared reflects a more informative stock price.



1960

1990

1
2
idiosyncratic return volatility;
v
v




SOX

2002

08

06

04

02

0

Difference in Mean R-Squarcd between Two Groups

02

2009q1

0093 2000q1  2010g3 GEJE 113 2012q1 20123
Quarter

After the GEJE Period Small Firms === Large Firms == All Firms J

1980

2011 1



65

26

1
Yamamoto, Tatsushi, Takashi Yamasaki,
and Katsuhiko Muramiya, Stock Crash
and R around a Catastrophic Event:
Evidence from the Great East Japan

Earthquake, 8
Vol. 7, 2014,
p. 28-31
http://doi.org/10.11167/jbef.7.28
5

Financial Reporting Opaqueness, Stock
Price Synchronicity, and Catastrophe-
Based Stock Crash,

2013 6
Stock Crash and A around a
Catastrophic Event: Evidence from the
Great East Japan Earthquake,

2013 11

Stock Crash and A around a
Catastrophic Event: Evidence from the
Great East Japan Earthquake,
2013 12

Do Lower A Values Signify Infor-
mativeness or Noise? Evidence from the
Great East Japan Earthquake,

65
2015 12
What Moves Firm Values? 1 JARDIS
2016
3

http://www._dma.jim.osaka-u.ac.jp/view?u
=10000898

o

MURAMIYA, Katsuhiko

50452488



