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Over the past decade, there have been enormous changes in the way information about 

companies is disseminated. Perhaps, the biggest ramifications for financial markets come 

from the increasing use of social media as a venue for investors, companies, and others to 

interact. Historically, companies have announced news via their investor relations website, 

SEC filings, press releases, and public conference calls; the dissemination of the news has 

been facilitated through analyst coverage, media coverage, and, of late, social media outlets, 

such as Twitter, distributing hyperlinks to the corresponding press releases (Blankespoor et 

al., 2013). In a recent twist, executives have begun to bypass these channels and have started 

to communicate with investors directly through social media. In one instance, such activity 

prompted the SEC to issue “Wells Notices”, investigating whether the CEO of Netflix was in 

violation of Regulation FD by posting that “monthly viewing exceeded 1 billion hours” on 

Netflix.
2
 After formal investigation, the SEC later “blessed the use of social-media sites to 

broadcast market-moving corporate news” (The Wall Street Journal: “SEC Embraces Social 

Media”, Jessica Holzer & Greg Bensinger, April 3
rd

 2013). 

 The goal of this study is to examine the economic consequences of this novel 

information dissemination channel. In particular, we analyze tweets from S&P 1500 CEOs’ 

and CFOs’ personal Twitter accounts.
3
 Our analysis begins in April 2008 when the first tweet 

from an S&P 1500 CEO’s/CFO’s personal Twitter account is sent and ends in December 

2012. In total, our sample encompasses 55 CEOs and CFOs working for 54 distinct firms, 

sending 18,488 tweets.  

Perhaps because of the ease with which tweets can be sent, the content of tweets and 

the frequency at which they are posted is fundamentally different from that found in 

traditional information channels. In terms of frequency, we note that when sorting tweeting 

CEOs/CFOs by the average number of tweets sent per day, the top quintile CEO/CFO, on 

average, sends 5.7 tweets per day; the average number of tweets/day across all tweeting 

CEOs/CFOs is 2.3. 

To illustrate differences in content, many tweets represent firm-specific news, albeit 

they are typically more off-the-cuff than traditional announcements. Examples of such tweets 

are: “I predict big things happening today at Google. We’re already fast.. fast is about to get 

faster,” a tweet sent by Eric E. Schmidt, former CEO of Google, on 9/8/2010; or “Oracle’s 

got 100+ enterprise applications live in the #cloud today, SAP’s got nothin’ but 

SucessFactors until 2020,” a tweet sent by Lawrence J. Ellison, CEO of Oracle, on 6/6/2012. 

These smaller, more spontaneous announcements can still be important; the posting by the 

CEO of Netflix that “monthly viewing exceeded 1 billion hours” on Netflix, for instance, was 

accompanied by a 6.2% stock price increase on the day of the posting. 

Other tweets pertain to an executive’s day-to-day activities, mood and current set of 

interests. Examples of such tweets are: “A long week culminates in the #Aetna annual 

meeting and a great discussion with our board. Lots to feel very good about and lots to do!,” 

a tweet sent by Mark Bertolini, CEO of Aetna, on 5/18/2012; or “More depressed/upset than 

you've been in years?  Try running an airline!-Dave Barger/CEO JetBlue,” a tweet sent by 

David Barger, CEO of JetBlue Airways, on 12/4/2012. These tweets provide investors with 

                                                           
1 City University of Hong Kong, Cornell University, and Florida State University. 
2 Specifically, on July 3, 2012, Netflix CEO Reed Hastings posted a status update on his Facebook account, saying that 

“Netflix monthly viewing exceeded 1 billion hours for the first time ever in June”. This status update was accompanied with 

a 6.2% stock price increase. This information had been mentioned on the company’s blog the month before. However, 

Netflix did not issue a press release and did not discuss this fact in its 8-K filings (see http://www.cnbc.com/id/100289227, 

among others; also see https://www.facebook.com/reed1960/posts/10150955446914584 for the original post).  
3 That is, we do not analyze Twitter accounts established by the firm that merely send out hyperlinks to press releases. 

http://www.cnbc.com/id/100289227
https://www.facebook.com/reed1960/posts/10150955446914584
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unique, around-the-clock clues of the executive’s and company’s status that are unlikely to be 

transmitted through other more traditional information outlets.  

In the end, our conjecture in this paper is not that Twitter replaces other information 

dissemination channels. Rather, we assess the possibility that Twitter represents a new outlet 

through which executives provide incremental information to financial market participants 

and that this has economic consequences for the underlying firm. 

In the first part of our study, we provide evidence that the tone in tweets sent by an 

executive working for a publicly traded company predicts that company’s future stock market 

performance. Specifically, we draw from prior literature that the fraction of negative words 

captures the tone of the text (e.g., Das and Chen 2007; Tetlock 2007; Tetlock et al. 2008; Li 

2008; Loughran and McDonald 2011; Kim and Meschke 2013). We find that there is 

meaningful use of negative words in CEOs’ and CFOs’ tweets. In fact, the average fraction of 

negative words used is similar to the average fraction of negative words used in Dow Jones 

News Service (DJNS) articles, suggesting that executives do not restrict their Twitter activity 

to advertise themselves; they also use it as a medium to break and confront negative news. 

Our regression results indicate that when the fraction of negative words in tweets is one 

standard deviation higher, abnormal returns on the ensuing trading day are 0.05% lower. To 

put this number in perspective, Tetlock et al. (2008) find that when the fraction of negative 

words in DJNS articles is one standard deviation higher, abnormal returns on the ensuing 

trading day are 0.03% lower. 

In separate tests, we manually categorize tweets as pertaining to the firm’s operations 

or as being less relevant to the firm’s operations and we find that the predictability is 

generated entirely by the tweets pertaining to the firm’s operations. 

One interpretation of our findings is that some tweets contain news about a firm’s 

future cash flows, which, as of the tweet date, is not fully factored into the price. As investors 

subsequently adopt the Twitter view, either through the tweet itself or through news that 

arrives following the tweet date, prices gradually adjust. As a result, tweets predict future 

stock market performance. Such an interpretation would point to the value-relevance of 

tweets. An alternative perspective, which we cannot rule out is that CEOs’/CFOs’ tweets 

incite naïve investor reaction. These naïve investors, in turn, have price impact. 

In the second part of our paper, we quantify and study the economic consequences of 

Twitter activity. In particular, we look to market microstructure properties of a firm’s equity: 

spread and turnover. We do so around CEO- and CFO Twitter activation events, which we 

define to be the six-month period before and after the CEO/CFO sends his/her first tweet. 

Three channels could play a role here. (1) For one, prior literature suggests that for firms with 

higher disclosure, investors can be more confident that trades occur at a “fair price” and trade 

more frequently. If at least some tweets contain value-relevant information and enhance the 

information environment, we should, therefore, observe more abnormal trading activity 

following the Twitter activation event. Moreover, as information asymmetry is lower for 

higher-disclosure firms, we should observe a disproportionate drop in spread (e.g., Leuz 

2003; Bushee and Leuz 2005; Blankespoor, Miller and White 2013).  (2) Second, tweeting 

CEOs and CFOs may increase investor attention. Heightened investor awareness, in turn, 

may increase trading activity (Barber and Odean 2008) and decrease spreads; it may also 

lower the firm’s cost of capital by widening the shareholder base (Merton 1987). (3) Last but 

not least, to the extent that tweets incite naïve investor reaction and attract noise trader, 

tweets should increase trading activity. A greater participation of uninformed traders, in turn, 

translates to lower spreads. 

To preview our results, we observe that around CEO- and CFO Twitter activation 

events the corresponding firm experiences a disproportionate drop in spread and a 

disproportionate increase in trading activity. The effects that we observe are economically 
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meaningful. Firms whose CEO or CFO starts tweeting experience a disproportionate drop of 

0.11% and 0.13% in their price-scaled trade-size- and time-weighted bid-ask spreads relative 

to their matching firms. These drops are substantial considering our sample firms’ average 

price-scaled trade-size- and time-weighted spreads of 1.06% and 0.93%, respectively.
4
 

Compared to their matching firms, daily turnover of firms whose CEO or CFO starts tweeting 

rises by 0.14%. 

When we manually flag tweets deemed less relevant to the firm’s operations, we find 

that the decrease in spread and increase in trading activity is substantially stronger for the 

subset of Twitter activation events, which result in CEOs/CFOs sending mostly value-

relevant tweets.  

Further inspection reveals that both the reduction in spreads and increase in turnover 

are noticeably stronger among firms with low market capitalization, high stock return 

volatility, low analyst coverage, and low number of institutional investors. Small firms with 

high volatility, low coverage, and low number of institutional investors likely face greater 

information uncertainty and lower investor awareness. One interpretation of our results then 

is that the adoption of new information transmission technologies is of particular value to 

firms residing in poorer information environments and lower investor familiarity. 

Twitter activity and liquidity may be correlated for reasons other than the Twitter 

activation event itself. In particular, there could be news announcements (such as a product 

launch or an acquisition announcement) reported by and transmitted through various 

information dissemination channels; this news, in turn, triggers Twitter activity and increases 

trading activity.  

We acknowledge this possibility. At the same time, we do control for news 

transmitted through alternate information dissemination channels, such as DJNS articles and 

articles posted on Seeking Alpha, one of the biggest investment-related social media websites 

in the United States. Moreover, as alluded to before, a simple glance at the sample tweets 

presented throughout the paper reveals that the frequency and the type of information 

transmitted through Twitter and the kind of clues that investors can derive from these tweets 

is quite distinct. Many tweets contain smaller (but still important) off-the-cuff remarks about 

the company’s status. Other tweets pertain to day-to-day activities, current interests and 

mood. As such, they provide a rather unique around-the-clock perspective on the executive’s 

and company’s status. 

In summary, our analysis shows that tweets predict returns and that after a CEO/CFO 

activates a Twitter account, the spread and the trading activity of the corresponding firm 

experience a disproportionate drop and rise, respectively. These patterns are generated 

primarily by tweets deemed relevant to the firm’s operations. One potential interpretation of 

this empirical phenomenon is that investors derive value-relevant clues about a company’s 

status from executives’ social media activity. As such, our evidence pertains to the academic 

literature analyzing how information flows in financial markets. An alternative perspective is 

that the information contained in tweets is novel, but of little relevance to the firm’s 

fundamentals. Investors strongly reacting to these tweets, thus, overreact and create excess 

volatility and excess trading activity. Such an interpretation would point to the potential 

market destabilizing effect of executives’ social media activity. 

Our evidence should thus be of interest to regulators, trying to assess the net impact of 

social media on market quality. Social media platforms have been growing in popularity and 

one may speculate that this trend is likely to continue, with potentially far-reaching 

implications for financial market participants (SEC 2012). 

 

                                                           
4 These averages are computed prior to the Twitter activation event. 
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Table 1 

Effect of Executives’ Tweets on Bid-Ask Spread and Turnover 

 

 

  

 

Bid-Ask Spread 

(1) 

 

 

Turnover 

(2) 

 

 

Tweeti,t 

    

    -0.074** 

(-2.42) 

   

     0.201*** 

(4.28) 

CompanyTweeti,t     -0.109** 

(-2.21) 

-0.024 

(-1.03) 

# DJNS Articlesi,t      0.000** 

(2.15) 

      0.019*** 

(8.26) 

# Seeking Alpha Articlesi,t -0.000 

(-0.50) 

     0.070*** 

(6.34) 

# Seeking Alpha Commentsi,t        0.000*** 

(3.77) 

      -0.001*** 

(-4.01) 

Log(Sizei,m-1)    -0.080*** 

(-3.23) 

     -0.269*** 

(-5.86) 

Book-to-marketi,m-1     0.037*** 

(3.14) 

   0.006** 

(1.96) 

Monthly Volatilityi,m-1    0.037*** 

(6.91) 

     0.102*** 

(16.95) 

Institutional Holdingi,m-1    -0.220*** 

(-7.09) 

     0.929*** 

(14.20) 

Log(Pricei,m-1)    -0.148*** 

(-6.23) 

     0.380*** 

(8.20) 

Log(# of Shareholdersi,m-1) -0.007** 

(-2.15) 

  -0.015** 

(-2.18) 

 

# Obs. 

 

1,960,104 

 

1,960,104 

Adj. R
2
 0.377 0.327 

 

 

 

 

 

 

 

 

 


