
 

 1

1. Introduction 

1.1 Motivations of the study  

 It is a footnote in the literature that reminds me of a Chinese-edition book I read 

when I was a freshman in 1998.  In the first edition book called “A Random Walk 

Down Wall Street”, Malkiel (1973) referred to the “tronics boom” in the 1959-1962 

period.  With the dawn of the space age, every electronics stock suddenly took off 

like a rocket on Wall Street.  It was called the boom because stock offerings often 

included some garbled version of the word “electronics1” in their name even if their 

products or services were not related to electronics.  Investors and speculators 

aggressively bought these stocks, but the bubble burst in 1962 and many of the stocks 

quickly lost ninety percent of their value.  Other economic bubbles like the 

tulipomania in 1637, the bubble of South Sea Company and Mississippi Company in 

1720, the Poseidon bubble2 in 1970, and the Biotech bubble in the 1980s were a 

necessary consequence of irrationally valuing assets, however, in the view of 

hindsight. 

 In the end of 20th century, the Internet was a revolution that had blown away all 

the old rules about how the stock market works.  When price per dream ratios 

replaced price per earning ratios, investors would be glad to pay a large premium for 

all the stocks in such a glamorous industry.  Just as “tronics” adorned the names of 

1960s’ favorites, “dotcom” and other words connected to the concept of internet, even 

letters like “E” or ”I”, all became the most attractive ornaments in the name of 

companies.  Moreover, some researchers investigated the relationship between the 

stock performance of internet-related name-changing firms and the internet bubble, 
                                                 
1 For example, the words 'trons' (such as Transitron, Astron and Vulcatron) and 'onics' (such as 
Supronics, Circuitronics and Electrosonics) were added into their name. 
2 The Poseidon bubble was a stock market bubble in which the price of Australian mining shares 
soared in late 1969, and then crashed in early 1970. It was triggered by the Poseidon NL company's 
discovery of a promising site for nickel mining in September 1969. 



 

 2

both in the periods before and after the bubble burst.  Respectively, they found two 

extreme anomalies in the market upturn and downturn.  First, companies without 

internet business added dotcom into their name outperformed the index return of 

internet industry in the internet boom.  Second, firms dropped the dotcom name but 

kept an internet business focus also beat the industry average after internet bubble 

burst. 

 The Reuters-CRB (Commodity Research Bureau) Index was originally designed 

to provide dynamic representation of broad trends in overall commodity prices.  In 

recent years, the price of commodities rose sharply.  Figure 1-1 displays an uptrend 

of commodities since 2002.  Especially, as figure 1-2 shows, energy sub-index 

appreciated more than 4-fold since 1999.  Among all commodities, crude oil is the 

most important basic natural resource.  Figure 1-3 illustrates the oil price from 1974 

to 2006, it is thought that the aggressive developing Mainland China and other 

emerging countries are so eager for oil that it inspires oil price to keep up going.  

Moreover, the determination of OPEC (Organization of the Petroleum Exporting 

Countries) to reduce the production quantity of petroleum brought the rising price.  

We can image that it is such lucrative that a herd of companies urgently appear to 

change their names to be involved in “oil” concept.  Empirical researches of 

corporate name changes in the past didn’t pay attention to the commodity price and 

the firms which produce it; neither compared the effects between two countries.  

Thus, we focus on the U.S. and Canadian oil industry for corporate name changes 

effect in this paper for above reasons. 
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Figure 1-1  CRB Index 

Reuters-CRB® Index (CCI) (1967=100)
(monthly close) January 1985 - March 2006
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Figure 1-2  CRB Energy Sub-Index 

Reuters-CRB Energy Sub-Index 1967=100
(monthly close) May 1985 - March 2006
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Figure 1-3  Crude Oil Price 

CRUDE OIL - NYMEX
(monthly close) January 1974 - March 2006
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1.2 Objectives of the study 

 The process of changing corporate names brings both costs (such as legal, 

consulting, and advertising fees) and benefits (such as improving previous bad image 

or reflecting the new business line).  Is name changing generally perceived by the 

market to be good news?  The first objective of this study is to analyze whether the 

news of corporate name changes with oil words have influence on stock prices and 

trading volume.  Using event study methodology, we explore the influence of 

corporate name change effects in the U.S. and Canadian stock markets.  Since the 

price of crude oil has been rising sharply from 2004, we also check the results in 

different subperiods to investigate the relationship between the effect of name change 

signaling and the performance of underlying commodity. 

 Moreover, we conduct separate analysis of firms having additions versus 

deletions of oil related name changes, major versus minor name changes, and resource 

related versus resource unrelated name changes to see whether the diverseness exists 
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between different types of name changes.  The second objective in our empirical 

results is to reveal which types of name changes have stronger impact on the stock 

prices in different event periods.  Specifically, we concern the outcome of additions 

of oil name changes affect companies’ stock price most, and expect that the so called 

oil fever is echoed with previous dotcom mania. 

 The third objective is to estimate the marginal effects of name changes on stock 

returns.  These effects are measured using dummy variables, which representing 

various types of name change and a set of control variables, such as abnormal trading 

volume and market value.  We also expect to identify whether the information 

leakage exists or not and how long does it last, if it exists, in the U.S. and Canadian 

stock markets, respectively. 

 

1.3 Chapter outlines 

 The paper proceeds as follows: Chapter 2 describes relevant literature of 

corporate name changes in the U.S and other countries, as well as literatures about 

name and ticker symbol.  Chapter 3 describes the data collection and variables, 

hypotheses, and the methodology.  Empirical results of event study and cross 

sectional analysis are shown in Chapter 4.  Chapter 5 concludes the paper and 

provides suggestions for future research. 

 




