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Paper goals and methods

Infer the market valuation of different evidentiary standards (ES) on abuse % g,r/

of dominance and cartel cases, using the case of China publicly traded
firms 1n a standard event study.

Paper 1s a natural complement to the empirical studies of Evidentiary
Standards by Katsoulacos and co-authors.

The paper ties the possibility of different effects of firm antitrust case
decisions across ES (from per-se to full effects based) with legal
uncertainty degree.

The paper tests the analytical framework, in an interesting way, by
comparing excess returns on the decision window compared with returns
estimated after the investigation began.

The paper infers deterrence effects if excess returns are negative at the case
decision window (as the investigation announcement should have already
depressed returns given per-se antitrust analysis).



Methodology comments 'g« ;

- ES are very different for different antitrust cases. It would be interesting to ¥ ur/
see 1f results are actually following case types (horizontal agreements,
vertical restrictions) or ES.

- What is the variance in ES within conduct type in China?

- Further arguments could help differentiate the penalty uncertainty from the
EB uncertainty, although the reasonable stand of using little information
about the case during investigation limits possible actions. The choice of
event date 1s a very interesting way to explore those limits but maybe the
text could sharpen the argument.




Empirical Methods comments

The paper follows a statistical approach to measure excess returns.
Percentage returns should be dropped, and log returns should be used to
avold the awkward calculation of AR (that also affects standard errors).
There 1s a large econometric practice that exploits the nature of excess
returns as a regression forecast error. This 1s more efficient as it uses all
information available (MacklInlay, 1997 eq, 8). Maybe the use of the
dummy variable method of Sanklaar (1976) could help the analysis as
issues of heteroscedasticity are easily incorporated with standard software.
It uses a non standard (at least for economists) terminology of ‘effect size’.




Empirical Methods comments RN N
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The J test concerns events that take place in the same date for many stocks ‘«';f;'

and 1t would be surprising to have the decisions of many cases in the same
date (e.g. there are common dates for earnings announcements in the US).
The Cohen tests adjust for heterogeneous variances and they should be but
the Hodges test does not, so they rest on conflicting hypothesis.
Specification test should advise on whether Table 5 or table 8 results should
be given more credence.

While the authors would like to consider the excess volatility of the stock
return at the event date as the legal uncertainty indicator, the absolute value
of (excess) returns appear reasonable. ARCH models are not suited to
calculate excess volatility.

The absolute value of a random variable has a different distribution of such
variable (e.g. the absolute value of a Laplace R.V. is exponential) and this
affects the mean estimate variances.
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