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Introduction

South Korean culture has become a testament 
to the massive shift in entertainment trends 
from Hollywood-oriented to South Korean-ori-
ented. This shift is evident in the rising popular-
ity of Korean dramas, films, ten-step skincare 
routines, and Korean Pop Music (K-pop). This 
phenomenon, known as the Korean Wave or 
Hallyu, has had significant effects on various 
industries, including tourism, beauty, culinary, 
fashion, and electronics, and has provided sub-
stantial global benefits. 

The world’s growing interest in Korean culture, 
coupled with strong support from the Korean 

government to promote Korean music, films, 
dramas, and TV programs, has greatly ben-
efited the entertainment industry. Korean films 
and dramas have shown potential for signifi-
cant growth, especially during the COVID-19 
pandemic, when people began exploring new 
shows on online streaming platforms, such as 
Netflix, Hulu, and Amazon. 

The international success of K-pop is not acci-
dental. It is driven by five key factors: casting, 
training, production/promotion, social media, 
and content (J. H. Kim et al., 2021). Entertain-
ment companies or agencies have created K-
pop as a consumer product from the very be-
ginning. K-pop musicians, known as idols, are 

Indonesian Capital Market Review 16 (2024) 43-54

*Corresponding author’s email: alexandra.widuri@ui.ac.id

The Impact of Celebrity News on Entertainment Industry 
Stock Prices

Alexandra Widuri Ariani* and Zaäfri Ananto Husodo
Faculty of Economics and Business, Universitas Indonesia, Indonesia

(Received: February 2024 / Revised: May 2024 / Accepted: May 2024 / Available Online: June 2024)

South Korea’s entertainment industry has gained global popularity. However, the competition between 
entertainment companies is intense, requiring strategies to ensure their survival, such as imposing re-
strictions on their artists to maintain their public image and trust. This study examined the impacts of 
celebrity news and activities on the stock returns of six major entertainment companies listed on the 
Korea Exchange (KRX) from 2018 to 2021. Using the Fama/French 3 Factors Model regression, the 
study investigated the presence of abnormal returns. The findings indicate that comebacks and debuts 
elicit positive reactions and generate significant abnormal returns. Award acceptances and military 
service also elicit positive reactions but do not generate significant abnormal returns. Conversely, 
dating news, internal scandals, and national scandals elicit negative reactions, with only national 
scandals generating significant abnormal returns. These results imply that entertainment companies 
and investors should actively manage and monitor celebrity news to make informed decisions.

Keywords: Entertainment Industry, Stock Market, Event Study, Abnormal Return

JEL Classification: G11, G14, L82

43
1

Ariani and Husodo: The Impact of Celebrity News on Entertainment Industry Stock Pric

Published by UI Scholars Hub, 2024



A. W. Ariani and Z. A. Husodo / Indonesian Capital Market Review 16 (2024) 43-54

expected to maintain a clean and responsible 
image. Entertainment companies seek distinct 
yet cohesive personalities to appeal to a broad 
fan base while minimizing internal conflicts. 

K-pop group music production is unique com-
pared to other genres. It blends elements from 
pop, techno, rock, and hip-hop. To cater to an 
international audience, K-pop groups often in-
clude members from countries such as Japan, 
China, Taiwan, Thailand, or Australia. Their 
songs and signature dances are presented in 
striking music videos, often with Japanese or 
Mandarin versions and sprinkled with English 
words. Although the use of English is some-
times out of context or grammatically inac-
curate, it helps reduce the language barrier 
and adds a playful character to K-pop (Yoon, 
2018). Entertainment companies hire Western 
songwriters, composers, or producers to match 
Western music styles. Group names typically 
consist of short, easily recognizable English 
words or acronyms such as iKON, TWICE, G-
Friend, and EXO. 

With each new song release, K-pop groups pro-
duce music videos featuring new point dances 
and continuously changing fashion, styles, and 
storylines to attract more fans. Beyond music 
videos, entertainment companies achieve suc-
cess through digital content developed in col-
laboration with external entertainment compa-
nies, including visual radio broadcasts, dramas, 
reality shows, or variety shows. The content is 
distributed through social media without border 
restrictions. The more diverse and exclusive the 
content, the more likely fans are to remain loyal 
(S. Kim et al., 2021). Social media provides a 
participatory pathway, used daily by fans to en-
hance their attachment to idols and each other 
(Williams & Ho, 2016). Social media also fa-
cilitate the distribution of group content among 
international communities and different fan 
groups (J. H. Kim et al., 2021; Tan et al., 2020). 

The collaborative efforts of K-pop idols and 
entertainment companies significantly impact 
fan behavior. Fans develop admiration towards 
idols, known as celebrity worship. This form of 

Para social relationship can lead to an obses-
sion with celebrities. The connection created by 
fans is leveraged for marketing through celeb-
rity endorsements and brand ambassadorships 
(Halim & Kiatkawsin, 2021). Idols work with 
various brands as ambassadors, from everyday 
products to luxury items. 

As a government-funded project aimed at 
boosting South Korea’s economic growth, 
global influence, and national image, idols are 
taught values such as humility, obedience, and 
loyalty. Some entertainment companies include 
clauses that forbid idols from publicly discuss-
ing relationships, driving, drinking, and club-
bing. Other clauses require them to maintain a 
certain weight to prevent bad publicity.

To align with the government’s goal of pro-
moting Korean music, entertainment compa-
nies are expanding their business, including 
entering the stock market and issuing shares. 
Fans’ behavior toward K-pop idols or groups 
becomes an advantage for these companies to 
attract investors. Despite the various benefits, 
the entertainment industry is volatile and prone 
to media exposure from the media, which can 
significantly affect stock values.  For instance, 
the collaboration between BlackPink and Sele-
na Gomez led to a surge in YG Entertainment’s 
stock price to ₩52,500, the highest since 2015 
(Sul, 2020). Conversely, the dating scandal in-
volving HyunA and E’Dawn caused Cube En-
tertainment’s stock price to drop from ₩2,970 
to ₩2,775 (Sang-Hun, C., & Lee, S. H., 2018).

Such news can motivate or deter investors from 
investing in these companies, especially when 
faced with bad publicity due to their artists. 
Despite this, little research has been conducted 
on the association between celebrity news and 
companies’ stock performance beyond news ar-
ticles. This research aims to fill that gap by ana-
lyzing the entertainment industry’s stock mar-
ket reaction in South Korea to celebrity news. 
It employs the Fama/French 3 Factors Model 
regression to observe abnormal returns on or 
after the news release. Celebrity news is cat-
egorized into six groups and classified as good 
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or bad news based on the resulting abnormal 
returns. 

This research benefits industry players in simi-
lar competitive climates providing insights into 
the effects of news on the industry, enabling 
them to develop optimal financial strategies 
in response to both good and bad news. It also 
helps investors or fans interested in investing 
in entertainment companies to make informed 
investment decisions based on news events.

The manuscript is organized into five sections. 
The first section covers the background, ob-
jective, and contribution of the research. The 
second section presents a literature review, fol-
lowed by the research method. The fourth sec-
tion explains the results and discussions of the 
research. The final section provides the conclu-
sions and implications.

Literature Review
Signaling Theory

Spence (1973) found that the cost of signaling 
bad news is higher than the cost of signaling 
good news. This difference motivates manag-
ers to disclose private information to reduce 
information asymmetry, aiming to send a posi-
tive signal about the company’s performance to 
the market. According to signaling theory, com-
pany executives with better information about 
their company are encouraged to convey this 
information to potential investors to boost the 
company’s stock price (Ross, 1977).

Efficient Market Hypothesis

The Efficient Market Hypothesis (EMH) posits 
that the market is rational because the price of a 
security reflects all available information about 
its economic value. A market where prices fully 
reflect all available information is considered 
efficient (Elton et al., 2003). According to Fama 
(1970), there are three versions of the EMH: 
weak, semi-strong, and strong (Fama, 1970).

News

News is generally known as a report of a spe-

cific event. In journalism, news is defined as a 
distinct commodity created and packaged by 
journalists and journalistic institutions. It em-
phasized newness and truth, with a specific tone 
and values determined by what is considered 
newsworthy to an audience (Bengtsson & Jo-
hansson, 2020). 

News is classified into hard news and soft 
news. Hard news has political relevance, fo-
cuses on societal consequences, is impersonal 
and unemotional, and needs to be reported im-
mediately. It covers topics such as top leaders, 
politics, the economy, finance, science, technol-
ogy, and related topics. In contrast, soft news is 
defined as news that has no political relevance, 
focuses on individual consequences, is personal 
or emotional; and is not under pressure to be 
reported at a specific time. It includes events 
about sports, scandals, celebrities, or enter-
tainment-centered topics (Curran et al., 2009; 
Reinemann et al., 2012; Shoemaker & Cohen, 
2006)

Celebrity news is a hybrid genre combining el-
ements of news and entertainment. Often gen-
erated for commercial purposes, it can serve 
as advertising and promotion. Celebrity news 
covers stories about famous people, including 
gossip, rumors, or speculation, and is judged 
by the journalist’s access to exclusive informa-
tion rather than its accuracy (Harcup & O’Neill, 
2017; Turner, 2014; Van Den Bulck et al., 2017). 

News is also classified by its sentiment; good 
news and bad news. Good news features posi-
tive stories with positive overtones, such as 
victories and celebrations, while bad news in-
cludes negative stories, such as death or injury 
(Harcup & O’Neill, 2017).

Celebrity Worship

Celebrity worship is defined as intense admira-
tion or obsessive behavior towards celebrities, 
making them the primary focus of one’s life. 
This behavior can evolve into devotional feel-
ings, including a willingness to invest signifi-
cant time, energy, and finances (Brown, 2015; 
Maltby et al., 2003).
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Para Social Relationship

A Para social relationship is an imaginative re-
lationship or a false sense of intimacy between 
fans and celebrities or personas (Maltby et al., 
2003; Sulianti et al., 2018). These relationships 
develop through time spent engaging with ce-
lebrities via events, such as sports games or 
concerts, and through media consumption, such 
as movies or news. Over time, fans perceive 
this as relational development, leading them to 
feel as if they know the celebrities well (Brown, 
2015).

Research Methods
This research used independent and dependent 
variables. The independent variable was celeb-
rity news, obtained from digital news websites 
such as Soompi, Koreaboo, Korean Times, and 
All K-pop. Celebrities’ news was categorized 
into six types, based on frequency on the news 
sites and fans’ reactions; comeback and debut, 
award acceptance, military service, dating 
news, internal scandals, and national scandals. 
The dependent variable in this study was the 
abnormal return. Based on these variables, the 
operational research model can be described as 
shown in Figure 1.

Comeback and Debut

A comeback occurs when a K-pop group or idol 
releases and promotes new music. A debut is a 
K-pop group or idol’s first public appearance or 
performance. Notable increases in stock prices 
have been observed following comebacks and 
debuts. For example, the music collaboration 

between BlackPink and Selena Gomez resulted 
in a jump in YG Entertainment’s stock price 
to ₩52,500, the highest since the end of 2015 
(Sul, 2020). Although fans often react positively 
and some stock prices increase, there has been 
no research examining whether comebacks and 
debuts result in abnormal returns.

H1:	There is a significant abnormal return in 
the entertainment industry on the day of a 
comeback or debut.

Awards Acceptance

Awards play an important role in the K-pop 
community. When K-pop groups and idols win 
awards, they gain a good reputation in public. 
However, there has been no research examining 
whether award acceptances result in abnormal 
returns.

H2: 	There is a significant abnormal return in 
the entertainment industry after awards 
acceptance.

Military Service

Military service is an obligation for male citi-
zens between the ages of 18 and 28, including 
male K-pop idols. The military service of K-
pop idols elicits different reactions. Some be-
lieve that military service brings good public-
ity for idols and their entertainment companies. 
Conversely, others think that when male celeb-
rities are in military service, their groups will 
have fewer activities, both as individuals and as 
a group. However, there has been no research 
examining whether military service results in 
abnormal returns.
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H3: 	There is a significant abnormal return in 
the entertainment industry on the day of 
military service.

Dating News

Dating in the K-pop industry is strictly moni-
tored by companies, which often impose re-
strictions on their idols to prevent distractions 
or unwanted attention that could affect the idols’ 
image. Fans react differently to dating news. 
Some view dating as a human right, while oth-
ers see it as a betrayal of fan loyalty. For ex-
ample, fans demanded that Chen from EXO 
leave the group after he announced his marriage 
(“Korean Fans Demand”, 2020). Similarly, the 
news of HyunA and E’Dawn dating caused 
Cube Entertainment’s stock price to drop from 
₩2,970 to ₩2,775 (Sang-Hun, C., & Lee, S. 
H., 2018). While there have been instances of 
stock price decreases due to dating news, fur-
ther research is needed.

H4: 	There is a significant abnormal return in 
the entertainment industry after the release 
of dating news.

Internal Scandals

Entertainment companies hold significant pow-
er over K-pop groups and idols, imposing rules 
and restrictions they must follow. However, dis-
agreements often lead to internal scandals, such 
as bullying scandals, suicides, contract termina-
tions, lawsuits, injuries, and mistreatment. For 
example, YG Entertainment’s stock plummeted 
after announcing that BlackPink’s Lisa would 
not attend Paris Fashion Week. Fans accused 
YG Entertainment of mistreatment, causing the 
stock to dip from ₩64,800 to ₩63,700 (“YG 
Entertainment’s stock”, 2021). Despite such in-
cidents, no research has examined whether in-
ternal scandals result in abnormal returns.

H5: 	There is a significant abnormal return in 
the entertainment industry after the release 
of internal scandals.

National Scandals

The rules and restrictions imposed by entertain-
ment companies extend beyond the companies 

to general societal behavior. However, K-pop 
groups or idols sometimes engage in activities 
that violate laws. National scandals include sex 
scandals, prostitution, tax evasion, drug or alco-
hol scandals, revocation of university degrees, 
violation of COVID-19 quarantine regulations, 
and other legal violations. For example, the 
T.O.P of Big Bang tested positive for marijua-
na, leading to a 4.2 percent drop in YG Enter-
tainment Inc.’s closing at ₩33,000 (Jeong Yeo, 
2017). Despite such incidents, no research has 
examined whether national scandals result in 
abnormal returns.

H6: 	There is a significant abnormal return in 
the entertainment industry after the release 
of national scandals.

As the first step of the research, the researchers 
collected data from 52 entertainment compa-
nies, and applying the following selection cri-
teria:

•	The entertainment companies must have been 
listed on the Korea Stock Exchange between 
January 1st, 2018, and June 30th, 2021. The 
starting date was chosen because some enter-
tainment companies had missing activities in 
the stock market before this date, plus a 250-
day estimation period.

•	The entertainment companies must have had 
active trading activities during the research 
period.

•	The entertainment companies must operate as 
record labels; talent agencies, music produc-
tion companies, event management, and con-
cert production companies, as well as music 
publishing houses.

Then, celebrity names were gathered from the 
entertainment companies’ websites. The se-
lected celebrities were those under contract or 
signing with entertainment companies during 
the research period from January 2018 to June 
2021. The researchers collected celebrity news 
from digital news websites such as Soompi, 
Koreaboo, Korean Times, and All K-pop dur-
ing the same research period. The news was ob-
tained using keywords related to K-pop groups 
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or idols’ names. Subsequently, the news was 
categorized based on types such as comeback 
and debut, award acceptance, military service, 
dating news, internal scandals, and national 
scandals.

To obtain abnormal returns, the researchers 
first determined the expected returns of the 
share Ra through regression using the Fama/
French 3 Factor Model. This model provides a 
more precise estimation of expected return be-
yond market risk by considering two additional 
factors: Small Minus Big (SMB) to address size 
risk and High Minus Low (HML) to address 
value risk (Fama & French, 1993):

Ra=Rf +β1(MKT−Rf)+β2(SMB)+β3(HML)+α	 (1)

Here: 
•	Rf represents the risk-free rate.
•	βn denotes the factor coefficient.
•	 (MKT−Rf) is the market risk premium.
•	SMB reflects the excess return of small-capi-

talization over large capitalization.
•	HML indicates the excess return of value 

stocks over growth stocks.
•	α represent the intercept.

After obtaining the expected return, the re-
searchers calculated the actual return using the 
formula;

Rit=
Pt −Pt-1

	 Pt-1 	 (2)

Where:
•	Rit represents the stock return of entertain-

ment company -i on day t.
•	Pt is closing entertainment company stock 

price day t.
•	Pt-1 is closing entertainment company stock 

price day t-1.

An abnormal return, denoted as ARit for an en-
tertainment company, I during the t-window pe-
riod, is calculated as the difference between the 
actual return and the expected return:

ARit= Rit−E(Rit)	 (3)

Where:
•	Rit is the actual return of the entertainment 

company -i’s stock during the t-window pe-
riod.

•	E(Rit) is the expected return of the entertain-
ment company’s stock during the t-window 
period.

In the last step, the researchers conducted hy-
pothesis testing to determine whether there was 
a significant impact on abnormal returns, using 
a significance level of 0,05 (5 percent).

Due to the frequent news releases, choosing an 
estimation period that did not include events 
potentially impacting the returns was challeng-
ing. This research used an estimation period 
of 250 trading days for each piece of news, as 
suggested by S. J. Brown and Warner (1985), 
to ensure robustness. The event period of this 
research was one day, covering various specific 
events:

1.	 Comeback and debut: The event period was 
the day of comeback or debut due to prior 
notifications from entertainment companies.

2.	 Awards Acceptance: The event period was 
the first trading day after the news since 
award ceremonies typically occur at night. 

3.	 Military service: The event period was the 
day the conscription started. Although public 
notifications often precede this, idols some-
times enlist secretly, with the news breaking 
in the morning.

4.	 Dating, Internal, and National Scandals: 
The event period depended on the news re-
lease time. If the news was released before 
or during trading hours, the event period was 
the same day. If released after trading hours, 
the event period was the first trading day fol-
lowing the news.

The short event period was chosen to avoid 
overlaps between events, preventing misinter-
pretation of the analysis. Scholtens and Peen-
stra (2009) employed a similar approach to 
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analyze the abnormal returns of football clubs’ 
stock the day after a match.

Results and Discussions
The researchers examined six entertainment 
companies: Cube Entertainment Inc., Fanta-
gio Corp., FNC Entertainment Co. Ltd., JYP 
Entertainment Corp., SM Entertainment, and 
YG Entertainment Inc. During the research pe-
riod, there were 624 news items related to these 
companies. The news items were categorized 
as follows: 383 news items for comebacks and 
debuts, 86 news items for awards acceptances, 
31 news items for military service, 17 news 
items for dating news, 65 news items for inter-
nal scandals, and 42 news items for national 
scandals.

Descriptive Statistic

Table 1 reveals that on comeback and debut 
days, entertainment companies experienced 
positive abnormal returns, with an average of 
0.00590. This suggests that positive abnormal 
returns on these days contain favorable infor-
mation for the market, signaling investors to 
buy shares, thereby increasing the company’s 
stock price.

The day after award acceptance, three enter-
tainment companies had positive abnormal 
returns, while the other three had negative ab-
normal returns. However, the overall abnor-
mal returns were positive with an average of 
0.00133. This indicates that award acceptance 
generally conveys positive information to the 
market, leading to a positive tendency among 
investors to buy shares.

On military service days, entertainment com-
panies also experienced positive abnormal re-
turns, averaging 0.01137. This suggests that 
military service can be perceived as good news 
by investors.

Table 2 shows that the release of dating news 
resulted in a negative abnormal return, averag-
ing of -0.00061. This indicates that dating news 
is perceived as negative information for inves-
tors and is considered bad news. 

Regarding internal scandals, three entertain-
ment companies experienced positive abnor-
mal returns, while the other three had negative 
abnormal returns. This mixed result can be at-
tributed to instances where companies defend-
ed their artist by suing other parties, such as 
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Table 2. Negative Abnormal Returns

Company
Dating News Internal Scandals National Scandals

N Mean N Mean N Mean
Cube 3 -0.00042 12 -0.01541 7 -0.00771

Fantagio - - 9 0.00281 2 0.00525
FNC 2 -0.00926 7 0.00247 6 -0.00626
JYP 4 -0.01800 13 -0.00843 2 -0.08095
SM 5 0.01838 13 0.00748 6 -0.00768
YG 3 -0.00347 11 -0.02058 19 -0.01694

Total 17 -0.00061 65 -0.00586 42 -0.01454
Data processed by researchers (2022)

Table 1. Positive Abnormal Returns
Company

Comebacks and Debuts Award Acceptances Military Service
N Mean N Mean N Mean

Cube 55 0.01094 15 0.01581 7 0.00820
Fantagio 19 0.01657 3 0.03378 - -

FNC 35 0.00985 6 -0.01159 5 0.00516
JYP 67 0.00482 26 -0.00532 5 0.00729
SM 165 0.00344 21 0.00454 9 0.00652
YG 42 0.00255 15 -0.00206 5 0.03481

Total 383 0.00590 86 0.00133 31 0.01137

Data processed by researchers (2022)
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haters. However, the overall average abnormal 
returns for internal scandals were negative, by 
-0.00586.

National scandals also led to negative abnor-
mal returns, with an average result of -0.01454. 
These findings suggest that both internal and 
national scandals involving K-pop and idol 
groups send a negative signal to investors, re-
sulting in a decline in the company’s stock price. 
Internal scandals, in particular, are viewed as 
firm-specific risks.

Hypothesis Testing 

Table 3 displays the results of hypothesis test-
ing for each event in the entertainment industry. 
Comebacks and debuts had a mean abnormal 
return of 0.0059; indicating that these events 
are considered good news due to the associated 
increase in stock prices.  

With 383 news items, the comeback and de-
but items had a significance (2-tailed) value of 
0.000 (below 0.05), suggesting that the mean 
difference is statistically significant. The sig-
nificant positive abnormal return indicates that 
these events are perceived positively by the 
market, leading to higher stock prices for enter-
tainment companies. Therefore, the hypothesis 
(H1) that there is a significant abnormal return 
in the entertainment industry on the day of a 
comeback or debut is accepted.

Award acceptance had a mean abnormal return 
of 0.0013; indicating that it is considered good 
news due to an increase in stock prices. Howev-
er, the significance (2-tailed) value for abnor-
mal returns in the entertainment industry the 
day after receiving awards was 0.621 (above 
0.05); indicating that the mean abnormal return 

is not statistically significant. Therefore, the hy-
pothesis (H2) that there is a significant abnor-
mal return in the entertainment industry after 
award acceptance is rejected.

Military service had a mean abnormal return 
of 0.0114; indicating a relatively larger impact 
compared to other events, and is considered 
good news due to the increase in stock prices. 
However, the significance (2-tailed) is 0.107 
(above 0.05), indicating that the mean abnor-
mal return is not statistically significant. There-
fore, H3, which states that there is a significant 
abnormal return in the entertainment industry 
on military service day is rejected.

Dating news had a mean abnormal return of 
-0.0006; indicating that dating news is consid-
ered bad news due to the decrease in stock pric-
es. The significance (2-tailed) value is 0.945 
(above 0.05), indicating that the mean abnormal 
return is not statistically significant. Therefore, 
the hypothesis (H4) that there is a significant 
abnormal return in the entertainment industry 
after the release of dating news is rejected. 

Internal scandals in the entertainment industry 
had a mean abnormal return of -0.0059; indi-
cating that internal scandals are considered bad 
news because of the decrease in stock prices. 
The significance (2-tailed) value is 0.258 (above 
0.05), indicating that the mean abnormal return 
in the entertainment industry after the release of 
internal scandals is not statistically significant. 
Therefore, H5, which states that there is a sig-
nificant abnormal return on the entertainment 
industry after the release of internal scandals 
is rejected.

The national scandals in the entertainment in-
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Table 3. Hypothesis Testing Result
Event Mean Difference t df Sig. (2-tailed) Interpretation

Comeback and Debut 0.0059 3.518 382 0,000 Good News, Significant
Award Acceptance 0.0013 0.496 85 0,621 Good News, Not Significant
Military Service 0.0114 1.662 30 0,107 Good News, Not Significant
Dating News -0.0006 -0.070 16 0,945 Bad News, Not Significant
Internal Scandal -0.0059 -1.142 64 0,258 Bad News, Not Significant
National Scandal -0.0145 -2.400 41 0,021 Bad News, Significant

Data processed by researchers (2022)
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dustry had a mean abnormal return of -0.0145; 
indicating that national scandals are considered 
bad news due to the decrease in stock prices. 
The significance (2-tailed) is 0.021 (below 
0.05), indicating that the mean abnormal return 
in the entertainment industry after the release 
of national scandals is statistically significant. 
Therefore, the hypothesis (H6) that there is a 
significant abnormal return in the entertainment 
industry the day after national scandals is ac-
cepted.

Discussion

Based on the research results, it is evident that 
comebacks and debuts, as well as awards ac-
ceptances for K-pop groups and idols, had 
positive abnormal returns. News about K-pop 
idols’ military also showed positive abnor-
mal returns, indicating that military service is 
considered good news. This suggests that the 
comebacks and debuts, award acceptance, and 
military service of K-pop groups and idols con-
vey positive information to the market, leading 
to a positive tendency among investors to buy 
shares of entertainment companies. Military 
service had positive abnormal returns because 
investors recognized that K-pop idols fulfilling 
their obligations as citizens to prevent bad pub-
licity and national scandals. However, while 
award acceptance and military service did not 
have significant abnormal returns, only come-
back and debut news had significant abnormal 
returns.

In contrast, internal and national scandals of 
K-pop groups and idols resulted in negative 
abnormal returns. Dating news also led to 
negative abnormal returns, indicating that it 
is perceived as bad news by investors. Dating 
news is considered bad news because it brings 
unnecessary attention to celebrities and com-
panies. Fans often see dating as disloyalty by 
K-pop idols to their fans and unprofessional, 
as idols are expected to focus on their careers. 
Therefore, dating news, internal scandals, and 
national scandals contain negative information 
for the market, leading to a negative tendency 
among investors to sell shares of entertainment 
companies. The results indicate that dating 

news and internal sandals did not have signifi-
cant abnormal returns, whereas national scan-
dals did.

This analysis supports the Efficient Market Hy-
pothesis which posits that stock prices reflect 
all available information. In this case, the en-
tertainment companies operate in a semi-strong 
form, where stock prices fully reflect all past 
(historical) and publicly available information. 
This research demonstrated that good celebrity 
news generates positive market reactions and 
positive abnormal returns. According to Sig-
naling Theory, entertainment companies can 
gain investor confidence and increase stock 
prices by reporting good news to the market, 
such as comebacks and debuts, award accep-
tance, and military service. Conversely, bad ce-
lebrity news leads to negative market reactions 
and negative abnormal returns, with bad pub-
licity or bad celebrity news being considered a 
firm-specific risk.

Conclusions 

This research demonstrates that positive celeb-
rity news generates favorable market reactions 
and positive abnormal returns. According to 
Signaling Theory, entertainment companies can 
boost investor confidence and increase stock 
prices by reporting good news. This study also 
confirms that negative celebrity news leads to 
adverse market reactions and negative abnor-
mal returns. 

It is evident that news about comebacks and 
debuts, award acceptance, and military service 
resulted in positive abnormal returns. Based 
on hypothesis testing, comebacks, and debuts, 
award acceptance, as well as military service 
had positive mean abnormal returns, indicating 
that such news is viewed positively by inves-
tors. However, only news about comebacks and 
debuts had significant abnormal returns in the 
entertainment industry.

Conversely, dating news, internal scandals, and 
national scandals resulted in negative abnor-
mal returns, reflecting a negative investor re-
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sponse. Hypothesis testing revealed that dating 
news, internal scandals, and national scandals 
for K-pop and idol groups had negative mean 
abnormal returns, indicating that such news is 
considered bad by investors. Notably, national 
scandals had significant abnormal returns.

Implication

The analyses conducted in this study highlight 
relevant academic implications, specifically 
the Efficient Market Hypothesis, where stock 
prices reflect all available information. In this 
context, entertainment companies operate in a 
semi-strong form because their stock prices ful-
ly reflect all past (historical) and publicly avail-
able information. This research also supports 
the Signaling Theory, which posits that compa-
nies are motivated to disclose positive news to 
potential investors to boost their stock prices.

The results have several implications for man-
agers and investors. Given the stock market’s 
reaction to celebrity news, companies must 
carefully manage their information flow to the 
public. Entertainment companies can consider 
reporting news about celebrities or the com-
pany to attract potential investors. Conversely, 

if a company receives bad news, it promptly 
clarifies to prevent a prolonged decline in stock 
prices and regain investor trust.

The rise of streaming platforms or increasing 
interest in digital content and music provides 
opportunities for entertainment companies 
globally, including in Indonesia, to expand their 
businesses internationally. If an entertainment 
company decides to go public, it should man-
age the information flow carefully to avoid neg-
ative impacts on its stock price due to adverse 
publicity. 

Furthermore, due to the constant flow of in-
formation about celebrities, investors need to 
monitor this news to make informed decisions. 
Investors can benefit financially from positive 
celebrity good news and have high growth ex-
pectations when news related to comebacks and 
debuts, as well as award acceptances are re-
leased, as these events can drive revenue from 
concert ticket sales, record sales, streaming 
deals, and merchandise sales. Conversely, in 
the event of negative celebrity news, investors 
should assess its potential impact on the com-
pany making decisions.
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