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2. Literature Review 

 In this chapter, we review the existing literature on the issues of corporate name 

changes in the United States and in the other countries.  Some studies examined 

companies in every industry, while others focused on a specific industry.  Moreover, 

we also include two papers which explore the effects of ticker symbol changes and 

mutual fund name changes in the last section. 

 

2.1 Corporate name changes in the United States 

2.1.1 Name changes in all industry 

 Howe (1982) examined New York Stock Exchange (NYSE) and American Stock 

Exchange (AMEX) listed companies which had undergone name changes for 

non-economic3 reasons in the period 1962-1980.  His samples included 121 firms 

whose weekly return data was available in the Centre for Research Securities Prices 

(CRSP).  He used market-model event study methodology (with week -56 to -5 as 

estimation period and week -4 to week +4 as event period) and found no significant 

market reaction surrounding both two different event dates, including the date that 

name changes were announced in the Wall Street Journal (WSJ) and approved by the 

shareholders’ meeting.  He also analyzed these 121 samples by subgroups such as 

1960’s versus 1970’s or AMEX versus NYSE, results still showed no significant 

difference between two groups.  Howe supposed that the reason for insignificant 

would be that the information signaled by name changes was readily available by 

other sources before formal announcement. 

 By contrast, Horsky and Swyngedouw (1987) investigated all firms reported by 

three presses4 to have announced their intension to change their name or a 

                                                 
3 Acqusition, merger, sale of asset, spinoff and reorganization are regarded as economic reasons. 
4 Dow Jones News Service, Broadtape and WSJ; whichever the announcement came first. 
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subsidiary’s name between January 1981 and May 1985.  After excluding firms 

which made additional announcements on the event day, such as impending merger, 

introduction of a new product or organizational change, 58 firms were examined by 

using daily return data obtained from CRSP.  They used day -250 to day -6 as 

estimation period of market model and reported a significant mean abnormal return to 

be 0.61% for the event date.  In addition, in their cross-sectional analysis, name 

changes were likely to be associated with a bigger positive impact on the firm’s 

expected performance if the firm sold industrial goods or whose performance prior to5 

the name change was relatively poor. 

 Bosch and Hirschey (1989) studied the valuation effects of corporate name 

changes for the period from 1979 to 1986.  Their sample was based on 79 firms that 

had been published name changes in the WSJ and whose daily return was also 

available in the CRSP, including 20 cases with previously announced major 

reorganizations.  They used market model and CRSP value-weighted index as 

market return.  The 180-day estimation period was from 200 days before to 21 days 

before the WSJ name-change announcement date.  An insignificant positive market 

reaction surrounding event date was found for the overall sample, while large and 

positive announcement effect was found for those firms had previously undergone 

major corporate restructuring.  However, for all firms, those positive effects were 

canceled by negative valuation effects in the post-announcement period.  It also 

deserves to be mentioned that they first adopt the concept of “major6” versus “minor7” 

name changes.  They showed that the positive pre-announcement reactions of both 

subgroups appeared quite modest and were dissipated during the post-announcement 

                                                 
5 They used each firm’s cumulative abnormal return from day -153 to day -6. 
6 Major name changes are those changes such that the new name is entirely different from the old. 
7 Minor name changes would not completely affect company recognition and might reflect the 
continuity of the evolving corporate identity. 
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period.  They concluded that the valuation effects of name changes were only 

modest and transitory. 

 Harawa (1992) employed event studies methodology to examine the response of 

stock prices to the WSJ announcements of corporate name changes and investigated 

the nature of information inferred by investors from these announcements.  The 

results supported the semi-strong-form efficient market hypothesis because no 

significant reaction in the stock prices was observed after the news of name changes.  

Stock prices were reported to have started rising at least four days before the 

announcement day, with a significant jump on the day before announcement day. 

 Karpoff and Rankine (1994) examined the wealth effects of corporate name 

changes in the period 1979-1987.  There were 147 firms that had been reported for 

name changes in the WSJ and whose daily return data was also available in the CRSP.  

In the market model, the 200-day estimation period was from day +30 to day +230 

relative to the announcement date and the CRSP equal-weighted index was used as 

market return.  They found pre-announcement8 positive stock price reactions both in 

two subsamples, including samples using the WSJ press date as event date and those 

using the earlier of the WSJ and the SEC’s proxy statement stamp date as event date.  

However, in the post-announcement period9, there was no significantly consistent 

evidence in those two subsamples that using different event date.  Furthermore, in 

the two-day announcement period from the day -1 through day 0, responses of stock 

price were also mixed in six different subsamples.  They suggested that the results 

were sensitive to the sample selection.  Even in the subsample for which evidence of 

a positive price reaction was strongest, the results were heavily influenced by outliers 

and disappeared after several trading days.  In addition, they reported that firms 

                                                 
8 It was defined as day -30 through day -2. 
9 It was defined as day +1 through day +30. 
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changed their names significantly outperformed their industry index during the 

200-day period before the name changes announcement. 

 

2.1.2 Name changes in specific industry 

 Koku (1997) studied the signaling effects of corporate name changes in the WSJ 

by using trend analysis method.  After excluding firms changed their name due to 

mergers and acquisition, he focused on 28 firms in the services industry for the period 

from 1980 to 1990.  Annual price per earning ratios (P/E ratio) were obtained from 

Moody’s Investors Services.  He found that, on average, five-year post-event P/E 

ratio was significantly higher than five-year pre-event P/E ratio, especially for those 

firms which had released other firm-specific information with name changes 

announcement.  He suggested that corporate name change signaling was an effective 

strategy for firms in the services industry to communicate improved standard or to 

signal a clean break from the past. 

 Lee (2001) investigated 59 firms which added a “.com” suffix in their corporate 

names between 1998 and 1999.  Unlike former literatures, he searched 11 different 

newspapers10 for name changes announcements and obtained daily stock returns as 

well as trading volume data from CRSP and Datastream.  He used market adjusted 

model11 and reported significant positive price responses over the 3-day window 

surrounding event date in overall samples whichever benchmark was used.  However, 

subsample results were different, only those firms with strategic name changes still 

showed significant positive price reaction.  He also provided evidence of substantial 

increases in trading volume, especially for strategic name changes subsample too.  
                                                 
10 Including Associated Press Newswires, Business Wire, Canada Newswire, Canadian Corporate 
News, Dow Jones News Service, Dow Jones Newswire, Knight-Ridder Tribune Business News, the 
New York Times, PR Newswire, The San Francisco Chronicle and The Wall Street Journal. 
11 3 benchmarks were used, including the Nasdaq Composite Index, the Nasdaq Computer Index and 
the return of an equally-weighted portfolio which consisted all firms in the same 4-digit SIC code, 
excluding sample firms. 
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Thus, he concluded that the market was not easily fooled by cosmetic changes in firm 

names.  The evidence showed that managerial decisions which were backed by other 

strategies provided a stronger signal and that the market signaling perspective 

provided a way of understanding the link between managerial actions and shareholder 

reactions. 

 Cooper, Dimitrov and Rau (2001) also focused on firms which added three 

specific words, including “.com”, ”.net” and “internet”, into their corporate names in 

the period 1998-1999.  The sample consisted of 95 firms listed on the NYSE, AMEX, 

Nasdaq and the OTC Bulletin Board (OTCBB) after excluding firms that experienced 

a contaminating news event.  Return data and announcement dates were obtained 

from Bloomberg and Dow Jones Publications Library.  Moreover, they classified 95 

firms into four major categories depend on how much their business line related to 

internet.  The results stated that firms changed their name to an internet-related name 

earned significant high abnormal return12 in all four categories.  The effect was not 

transitory; it kept showing positive cumulative abnormal return during the 120-day 

period after event date.  They argued that their results were driven by a degree of 

investor mania which means investors seemed to be eager to be associated with the 

internet at all costs when internet was hot. 

 Cooper, Khorana, Osobov, Patel and Rau (2005) focused on firms which added  

or deleted three specific words, including “.com”, ”.net” and “internet”, into or from 

their corporate names for the period from 1998 to 2001.  Their sample consisted of 

all firms listed on the NYSE, AMEX, Nasdaq and OTCBB.  Return data and 

announcement dates were obtained from Bloomberg and Dow Jones Publications 

Library.  After screening those firms for possible confounding events13 in a 21-day 

                                                 
12 They used market adjusted model and AMEX Inter@ctive Internet Index as market index. They also 
matched other internet companies without name change for Internet Control Group. 
13 Such as mergers, acquisitions, spin-offs or divestitures. 
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window around event date and price filter, 183 additions and 67 deletions companies 

were examined by market adjusted model while AMEX Inter@ctive Internet Index as 

market return.  Moreover, they broke down these 250 firms into pre- and post- 

February 200014 periods, and by major or minor name changes.  They showed a 

trend that the number of additions increased while Internet Index rose.  On the 

contrary, the number of deletions increased while Internet Index declined.  The 

results indicated that these two kinds of firms mentioned above experienced large 

gains in shareholder wealth associated with the name changes.  They also suggested 

that the investors were deceived by companies seeking to be disassociated from their 

past in order to appear to be more (less) like the current glamour (out-of-favor) 

industry because the gains in shareholder wealth were greater for major name changes 

than for minor changes. 

 

2.2 Corporate name changes around the world 

 In Australia, Josev, Chan and Faff (2004) examined 107 firms had underwent 

corporate name changes for the period from 1995 to 1999 from the Australian Stock 

Exchange “Name Change Cross Reference” register.  The daily price data and exact 

announcement date were obtained from Datastream and the Integrated Real Time 

Equity System.  In their market model, the All Ordinary Accumulation Index was 

treated as market return and the estimation period was from day -210 to day -11.  

They found that name changes were associated with a negative impact on stock prices 

in 21-day event period, no matter in overall samples or subsamples15. 

 In Malaysia, Karbhari, Sori and Mohamad (2004) analyzed the share price 

reactions to corporate name changes from the perspective of an emerging market.  

                                                 
14 Because the highest level of AMEX Inter@ctive Internet Index was in February 2000. 
15 Their samples were partitioned into: (a) Major/Minor; (b) Restructuring/No restructuring; (c) 
Large/Small quintiles; (d) Dotcom/No dotcom. 
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Their samples consisted of all publicly traded companies in the Kuala Lumpur Stock 

Exchange (KLSE) that changed their name between 1984 and 1996.  After excluding 

any other major confounding announcements, 18 failed16 firms were used in the 

analysis.  Both the announcement date and daily share prices were acquired from 

KLSE.  Their study revealed that corporate name changes had no wealth effects on 

the shareholders of the firms unless the announcing firms had undertook restructuring 

or at least some form of reorganization coupled with a clear future management 

strategy.  Thus, they supposed that the Malaysian investors cannot be fooled by just 

only a name change of those failed companies. 

 

2.3 Ticker symbol confusion and mutual fund name changes 

 Rashes (2001) examined the co-movement of two stocks two similar ticker 

symbols, MCIC and MCI, for the period from November 1, 1996 through November 

13, 1997.  MCI Communications is a well-known telecommunications company and 

traded on the NASDAQ under the ticker symbol MCIC.  The ticker symbol MCI 

belongs to a closed-end mutual fund called Massmutual Corporate Investors and 

traded on the NYSE.  He found an unusual high correlation in returns between these 

two companies, especially for the phenomena that investors traded MCI in response to 

news about MCIC due to ticker symbol confusion effects.  Within his framework, it 

is possible to demonstrate that co-movement of stock prices need not to be due to 

common fundamental or economic factors.  The sentiment factor of investors can 

influence the stock prices to react in tandem. 

 Cooper, Gulen and Rau (2005) investigated equity mutual funds that make a 

style name change in the period 1994-2001.  They identified 332 samples which 

                                                 
16 Those failed firms met two criteria: (a) Protected under section 176 of the Malaysia Companies Act; 
(b) Approved to undertake restructuring scheme to revive their financial conditions. 
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changed their name with the terms “value, growth, small and large”.  The funds 

earned significantly positive abnormal fund flows in the one year after the name 

change month, especially for funds that made a hot style17 name change, and no 

matter the change is only a cosmetic change18 or not.  Thus, they supposed that 

investors’ buying and selling behavior toward mutual funds which influenced by 

name changes were irrationally affected by cosmetic effects. 

 

                                                 
17 Hot style name changes are defined as name changes toward (away from) a particular style when the 
corresponding style premium is up (down). Cold style name changes are defined as name changes 
away from (toward) a particular style when the corresponding style premium is up (down). 
18 A name change is defined as cosmetic change if its new name is not an accurate description of its 
portfolio holdings. 




