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INTRODUCTION 

 

Most of the financial or economic studies regarding sports investigate topics related to the 

behavior of investors. In fact, sports became a vast field for the studies of behavioral 

finance. In their book, Baker and Nofsinger (2010) use some of the sport studies to explain 

the importance and the impact of the mood of investors on investments. Investigating how 

the result of sport matches affects market returns, they highlight the psychological effect of 

sporting results in the investor’s mood, which characterizes them as a good mood measure.  

 

Although sport studies have been quite relevant for behavioral finance, researchers of sport 

results have proven that decisions taken by investors are not completely random, not only 

moved by their passion. There is a considerable rationality in investor decisions, which are 

also based on the consequences of victories and losses. For example, Palomino, 

Renneboog, and Zhang (2009) found that results of games represent rich information about 

the future earnings of English football clubs, and that they are considerably reflected on the 

clubs’ stock price. The findings showed investors not only induced by their sentiments but 

also by rational expectations, as there is a clear positive correlation between financial 

performance and football clubs’ sport performance.  

 

There are other studies related to sports that do not consider only the sport performance in 

their research. The paper written by Stadtmann (2006) investigates the only German 

football team listed in the stock market, Borussia Dortmund, and checks whether the club 

functions as a normal company or not. In other words, the author checks how the financial 

results of Borussia Dortmund are guided by its corporate governance, and not only by the 

results coming from the field. Taking apart the matches’ outcome, and investigating the 

effects on Borussia Dortmund’s stock price, it is found that much corporate governance 

news plays an important role. Another study that should be mentioned as well is the one by 

Wilson, Plumley, and Ramchandani (2013). The paper analyzes the different ownership 

financial structure of English football clubs, their finances and their sport performance. 

Basically, in the English Premier League (hereinafter: EPL) three main kinds of ownership 

structure can be found: the stock market model, the domestic private investor model, and 

the foreign investor model. Arsenal is one of the few remaining clubs that still use the 

stock market model, and the study points out that Arsenal is a club managed for-profit. It is 

surprising to see that clubs like Manchester City and Chelsea, which have achieved good 

results on the field, consistently present the worst cumulative profits among the clubs in 

the EPL. Foreign investors from the United Arab Emirates and Russia own Manchester 

City and Chelsea, respectively. The study proves that those clubs are managed to win on 

the field, being nothing more than “little toys” for their owners. 

 

As observed before, sport is a topic commonly studied in finance and for many purposes. 

This study focuses on one aspect that, from my knowledge, is still relatively unexplored in 

the financial sport studies’ literature. This work analyzes the impact of a football player’s 
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transfer on the stock price of the clubs involved in the respective transaction. And for this, 

the transfers are distinguished in selling and buying, which can generate different 

expectations to the investor. 

 

When this analysis was started, it was still unclear if there would be a sentiment impact or 

not on the stock prices. Considering football as the sport that affects the investor’s mood 

the most, it is expected that the football player transfer will in fact affect the stock price. 

Even though the player transfers are not literally sport events, they can influence the future 

performance of clubs. As pointed out in previously published works, football performance 

has already proven to affect the mood of investors and subsequently the club stock price. 

The player transfer is expected to affect the stock price of the club also by the business 

nature of the transaction. In other words, there is supposed to exist an impact by its 

fundamental value, once a football player is an asset of the club.  

 

This study is limited to the publicly traded clubs of the EPL that acquired and sold players 

from 2004 to 2014. First, the study could be realized involving clubs from different 

countries, but the results would be possibly biased due to different cultural aspects. 

Second, the English football was the pioneer to have clubs entering in the stock market, 

ensuring maturity and reliability of the results. van den Berg (2011) strengthens this fact 

when he points out the EPL as being well publicized and, consequently, offering vast data 

availability. In addition, he ensures reliability stating that the EPL also comprises 

structured clubs, which are managed in a very professional manner. Finally, beginning 

with the year 2004 warrants this study to be uniform concerning the accounting rules for 

football player acquisitions, once all the English clubs started to be guided by a common 

accounting regulation from 2003 onwards. 

 

The closest study found to this topic was written by Amir and Livne in 2005. The authors 

check whether investments in players result in capitalization, taking into consideration the 

accounting regulation in UK. Their study is based on a valuation model that relates market 

value of equity to net income, book value of equity and investments in player 

contracts. Different from Amir and Livne (2005), the paper at hand uses distinct 

methodology and checks the immediate impact of investing in players on clubs’ stocks. 

Thus, it brings a new perspective on the subject. More specifically, this paper intends to 

answer the following questions:  

 

 Does the stock price of a listed English football club, which competes in the EPL, 

capitalize the buying and selling of football players? 

 

 Is there any behavioral influence on the reaction of football clubs’ stocks after player 

transfers? 
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With this purpose, the remainder of the thesis is structured as follows. Chapter one 

provides the theoretical background, which explores the importance of football for the 

behavioral finance studies, the development of the football management, the 

characterization of players as intangibles, the market capitalization of player contracts, the 

mechanical of the transfer market, and finally, the introduction of the event-study 

methodology used for the research. Chapter two shows all the steps for the data set 

definition. In chapter three, the methodology is described in detail. Chapter four presents 

the results and the findings derived from the analysis. Finally, the last chapter summarizes 

the findings and concludes the study. 

 

1 THEORETICAL BACKGROUND  

 

1.1 The Importance of Football for the Behavioral Finance Studies 

  

Football is the most popular sport in the world. According to FIFA’s website, the World 

Cup of football is the most viewed sporting event in the world. It is estimated that 715.1 

million people watched the final match in 2006. In 2010, the World Cup was broadcasted 

to 204 countries. Edmans, Garcia, and Norli (2007) emphasize the important role of 

football in people’s lives by giving many examples. For instance, football is by far the 

number-one sport in most of the countries they studied. Moreover, and in addition to the 

evidence that sports substantially affect investor’s mood, they explain that TV audience, 

media coverage and product sales indicate football as a subject of national interest in many 

of those countries. The authors conclude that no other sport event produces such an impact 

and correlated mood changes in a country’s population.    

   

Edmans et al. (2007) investigate the stock market reaction to changes in the investor mood. 

They use international sport events data such as results from cricket, rugby, ice hockey, 

and basketball matches as well as football results, which are the primary mood variable. 

Testing favorably for mood-event studies, there is a stronger relation for football than any 

other of the mentioned sports. International football results impact similarly on the mood 

of an entire country, while other popular sports show effects more at a club level rather 

than on a national level. 

 

1.2 The Football Management Evolution 

 

In the last 30 years, the football industry changed radically. In Europe, the football sector 

became an economic power that moves millions and millions of dollars every year. As 

explained by Samagaio, Couto, and Caiado (2009), the transformation of sport institutions 

to powerful commercial companies generated opportunities for both, investors and football 

clubs. The advancement of the media sector also contributed to the enrichment of clubs 

regarding the broadcasting rights. Another important shift occurred in 1995, when the 

creation of the Bosman Law changed the rules of players’ labor market. With this law, the 
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market of buying and selling players was further developed. And more recently, in 2010, 

UEFA’s Financial Fair Play regulations were applied in Europe, according to UEFA’s 

website. The Financial Fair Play requires a responsible financial conduct from European 

teams, which demands more discipline and rationality in club finances.  

 

Samagaio et al. (2009) develop different theories about the aim of sport management. 

What exactly do clubs and entities that regulate the industry aim for by expanding this 

market? Do they want to maximize the financial performance or the sport performance? 

Do they have a social purpose? There is no single answer to this question. In fact, the 

already mentioned work by Wilson et al. shows that different clubs and entities pursue 

different aims. In their study, for instance, it is shown that Manchester City and Chelsea 

are managed in a manner to win on the field while Arsenal is profit oriented.     

 

One fact very important to mention, which emphasizes the football management evolution, 

is the emergence of clubs listed on the stock market. Benkraiem, Le Roy, and Louchichi 

(2010) write about the first team that was publicly traded from 1983 on, namely Tottenham 

Hotspur. After Tottenham, many other teams followed the movement, such as Ajax and 

Rome. Another example of this evolution is the creation of the STOXX Europe Football 

Index, which is compounded by 23 football clubs listed on a stock exchange in Europe or 

Eastern Europe, Turkey or the EU-Enlarged region. 

 

Concerning the evolution of the EPL, Samagaio et al. (2009) pointed out in their work: 

“England is the birthplace of football and where changes in the football industry have been 

more relevant”. There may be many possible explanations why the EPL that was founded 

in 1992 is the most advanced market of football. One explanation might be the fact that the 

EPL has its roots in an earlier league, the Football League, which is the oldest world 

football competition, dating back to 1888. Regarding this long tradition, the EPL had time 

to mature and develop. However, that is not the reason for the success of the EPL. 

Extracted from the BBC Archives (“1985: English teams banned after Heysel”, 1985), the 

EPL emerged from a moment of turbulence in the English football, where the stadiums 

were crumbling and the hooliganism was evident. The English clubs were banned from 

European competitions for five years, and leagues from Spain and Italy were performing 

better in attendance and revenue. The EPL emerged as a plan to renovate the first division 

of the Football League, becoming an independent league, free to negotiate its own 

broadcast and sponsorship agreements to the member clubs.  

 

After these changes, the EPL became the most developed football market in the world. 

According to the company Deloitte (2014), the EPL led the revenue breakdown for the top 

five European leagues in the season of 2012/13, ensuring one more year of top results 

since the beginning of the third millennium. The EPL totaled € 2,946m in revenues that 

season, while the league that takes the second place, the Bundesliga from Germany, 

amounted almost €1,000m less, summing up € 2,018m. 

http://en.wikipedia.org/wiki/Broadcasting
http://en.wikipedia.org/wiki/Sponsor_(commercial)
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Another fact that highlighted the development of the EPL was the pioneering role it played 

in having clubs entering in the stock market. Since 1983, when Tottenham became the first 

English team publicly traded, many financial experiments undertaken by English clubs 

brought new experience and maturity to the clubs, independent of whether those 

experiments brought failure or success. From 1997 to 2007, 27 English clubs had already 

once in the course of their existence been listed in any of the UK stock markets, according 

to Football Economy’s website. Many of them were de-listed in the middle of the way. 

According to Harty (2014), many English clubs entered in the stock market in the 1990s, 

and it seemed to be the next revolution of the sport in England. The idea of raising capital 

through the IPOs to invest in the team and facilities turned out to be a big illusory 

experiment, with many teams being de-listed after some years.  

 

The recent history of Manchester United is emblematic. Since the foundation of the EPL, 

the club management shows many movements towards different directions. After entering 

the stock market and deny several bids of takeover, the club started to be slowly acquired 

by an American investor from 2003 to 2005. In 3 years, Malcolm Glazer acquired all the 

shares of Manchester United becoming the sole owner. In 2005, he de-listed the club from 

the London Stock Exchange. And finally in 2012, he decided to take Manchester United 

back to the stock market to raise capital again through an IPO not very successful. 

 

1.3 Players as Intangible Assets  

 

For better understanding of the classification of football player contracts as intangible 

assets in England, first it is necessary to contextualize the whole scenario, passing through 

some definitions, and finally explaining in detail how the Financial Reporting Standard 

(hereinafter: FRS) 10 treats Goodwill and Intangible Assets. 

 

To begin with, Cotter (2012, p. 138) gives a definition of an Intangible Asset: “an 

identifiable non-monetary asset, without physical substance”. With “identifiable” he 

means, “the asset arises from contractual or other legal rights, and is capable of being 

separated from the entity and sold or licensed”.  

 

Further on, the contextualization of football player contracts within the concept of 

intangible assets is explained. However, before, the entire scenario of accounting 

regulation for this market in UK is described. 

 

1.3.1 Financial Reporting Council 

 

The Financial Reporting Council (hereinafter: FRC) is the independent entity in the UK 

responsible for regulating and consequently promoting higher quality of corporate 

governance and reporting. Their final goal is to stimulate investments on the UK’s 

companies. For this, the FRC is in charge of a couple of activities, of which the most 
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important are: setting the UK Corporate Governance Code, setting standards for corporate 

reporting, and auditing standards.  

 

Issuing accounting standards is one of the roles of the FRC that is exclusively important 

for this paper. It is through this role that the FRC issues the FRS 10, which is the Financial 

Reporting Standard that covers the case of football player contracts. Formerly, the 

Accounting Standards Board (hereinafter: ASB) developed this activity, and all the 

accounting standards issued by that time are included in the FRSs. The FRC assumed this 

activity in 2012.  

 

The ASB was recognized in 1985 and as mentioned before, is the former structure of the 

FRC. The work in the FRC is now executed by the Accounting Council, which is 

comprised by the Chair and up to eleven members. Half of the members should be 

accounting professionals, and the members should be pointed out through a transparent 

process.  

 

The issued accounting standards are directed to all companies and entities that have the 

intention to provide a concrete picture of their accountings, and are obligatory for all listed 

companies in UK. 

 

1.3.2 FRS 10 

 

The FRS 10 is the Financial Reporting Standard for Goodwill and Intangible Assets. The 

objective of this specific FRS is to warrant all the goodwill and intangible assets acquired 

to be charged in the income statement as profit and loss in the respective period they are 

expended. The FRS 10 (ASB, 1997, p. 7) also objectifies that “Sufficient information is 

disclosed in the financial statements to enable users to determine the impact of goodwill 

and intangible assets on the financial position and performance of the reporting entity”. 

 

The FRS 10 applies to this paper in the context of intangible assets. As a reminder, football 

player contracts are considered intangible assets. The explanation why this is the case is 

shown later. The current chapter is limited to explaining the intangible asset and its 

respective treatment by the FRS 10. 

 

As defined by Cotter (2012) previously, an intangible asset arises from contracts or other 

legal rights, which can be sold or licensed. He also says that an intangible asset is devoid 

of physical substance. In addition, from the official document defining the FRS10, an 

intangible asset has to meet the description of a normal asset regarding the future economic 

benefits brought to the company or entity, whether through custody or legal protection.   
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Concerning the valuation, the FRS 10 establishes that the intangible asset can be measured 

either in a clearly defined way, for the cases with easy identification, or similarly to the 

method applied to goodwill. 

 

Regarding the accounting treatment, the FRS 10 defines for certain intangible assets to be 

capitalized and amortized consistently through the profit and loss account. Impairment 

revaluations for intangible assets are required, mainly in the case that intangible asset’s life 

is unlimited. Internally developed intangible assets are capitalized only if it is possible to 

define their market values. 

 

According to Amir and Livne (2005), in the context of the English football, the FRS 10 

standardized the treatment of investments in players by English Clubs since it became 

effective in December 1998.  

 

1.3.3 Accounting Treatment of Football Player Contracts in the Premier League 

 

As mentioned before, the English Football Clubs are guided by the FRS 10 to account for 

football player contracts. The FRS 10 and how it treats the intangible assets were 

introduced. The current chapter deals with football player contracts in a more detailed way. 

It explains why football player contracts fall into intangible asset classification, and how 

they are measured and treated in the financial statements. With this goal, the FRS 10 and 

other papers are closely analyzed.  

 

For a better understanding, Amir and Livne (2005) explain that the outcome from a 

football club comes from basically two different sources, the respective facilities and the 

investment in players. The first is classified as tangible fixed assets and the second as 

intangible fixed assets. Morrow (1996) goes further when he explains the investment in 

players. Different from properties, the earning power of a person is not a saleable 

commodity. Nevertheless, the football transfer system is an exception to this rule. In 1885, 

the English Football Association required the creation of a system of buying and selling in 

order to avoid that the players jump from one club to another often, and where the service 

provided on the field by the player is considered the asset. This system prevails until today. 

 

Thus Morrow (1996) defines the football player as human asset. In the beginning of his 

paper, he questions whether the services provided by a football player can be recognized as 

an accounting asset. He continues by explaining why a football player should be treated as 

intangible assets. For this, he makes an important comparison concerning human resources 

and their respective accounting rules. Basically, he sets the differences between athletes 

and normal employees, and therefore, he can define the concept of a football player as an 

intangible asset. 
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Following three basic steps contained in the FRS 10, Morrow (1996) justifies the 

accounting treatment of player contracts. The three steps are: the identification of the kind 

of asset; the recognition of an asset in the financial statements; and the valuation method 

used to measure the asset. In this paper, the same verification is followed. 

 

1.3.3.1 Identification of the Asset 

 

Firstly, a football player is an accounting asset because it follows the FRS10 in what 

requirements an intangible asset has to meet under the definition of a normal asset, 

regarding the future economic benefits brought to the entity, and as the result of a past 

transaction.    

 

Secondly, recalling Cotter (2012), football players match the intangible asset 

characteristics by the fact they arise from contracts or other legal rights, which can be sold 

or licensed. 

 

From the economic perspective, Morrow (1996) points out one difference between a 

football player and a capital asset that produces revenue through the years. The output of a 

player is uncertain since it relies on his skills and momentum. However, it is undeniable 

that football players can bring future economic benefits derived from their skills, either 

through becoming more valuable over time, or due to delivering a better performance and 

hence more revenue for the club. 

 

Finally, recalling Morrow (1996) and his comparison between athletes and normal 

employees, a football player provides service for a club under a contract. The club obtains 

the benefits, which are restricted only to itself, like any other company and its respective 

employees. Apart from this, there are other characteristics that differentiate football players 

from normal employees. The first difference is the nature of the contract, which makes 

impossible for players to have the right to resign. The second difference is the fee paid by a 

club to others in case of transference of a player, while the player still has a contract with 

his original club. The third difference is the particularities concerning terms of re-

employment, regulated by the football market, which are not appropriate to other sectors. 

All these characteristics that differentiate football players from normal employees 

strengthen the controlling over the football players by entities. The entities in this case are 

the football clubs. 

 

Coinciding with Morrow (1996), Sandvoss (2003) uses the popular saying “the most 

valuable assets of a company are indeed its workers” to reinforce the idea. He describes 

that even though the workers are considered valued assets, most of the firms do not include 

them within their balance sheet. They do not include them mainly due to the problematic 

of ‘capitalizing’ human assets. Issues such as valuation and depreciation are not clearly 

defined for normal workers. In contrast, the FRS 10 obliges football clubs to capitalize the 
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football players. And this is originated by the particular relevance of football players to the 

clubs. They are without doubt the most valuable assets. A football player has a high value, 

either in revenue generation or in having a market value. For those reasons, the football 

players comprise the most important and expensive assets the club has. Consequently, they 

have to be capitalized.  

 

In summary, the football players are identified as intangible assets because they bring 

future economic benefits to the entity and are resulted from past transactions. They are set 

as intangibles because their links to the club are based on contracts or rights, which can be 

bought and sold. They generate future benefits from their provided services. They are 

controlled by an entity as any capital asset. And finally, the past transactions comprise the 

transfers from one club to others.  

 

1.3.3.2 Recognition of the Asset in the Financial Statements 

 

According to Morrow (1996), the recognition of a football player as an asset starts from 

the contract signed by the player. The existence of the market place, in which the players 

are negotiated between clubs, is the main aspect that distinguishes football players from 

normal employees. The market place is also the aspect that facilitates the measurement of 

the player’s value and gives consistency for a player to be defined as an intangible. All of 

this allows the recognition of football player contracts as assets in the clubs’ financial 

reporting. 

 

Recalling the accounting treatment given by the FRS 10, intangible assets have to be 

capitalized and amortized consistently through the profit and loss account. Impairment 

revaluations for intangible assets are required, mainly in the cases of the intangibles’ life 

being unlimited. And the internally developed intangible assets are capitalized only if the 

market value is possible to be defined. Amir and Livne (2005) decided to test the 

interpretation of the FRS 10 that says that investments in player contracts by football clubs 

have to be capitalized and amortized. Even though the authors have doubts whether such 

contracts and the FRS 10 are consistent with asset capitalization criteria, they find market 

participants to agree with the prescribed treatment given by FRS 10. However, there is still 

a consensus that capitalization, valuation and amortization for football player contracts are 

topics to be developed in a more accurate way in the accounting context. 

 

According to Sandvoss (2003), the recent guidelines for intangible assets have required the 

capitalization for intangibles that are actively negotiated in any market, and can be bought 

and sold separately from the business as a whole. Consequently, football players have to be 

capitalized in the balance sheet.     

 

To sum up, English football clubs have to follow the FRS 10 and recognize football player 

transfer as intangible fixed assets in their financial statements. These assets have to be 
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amortized over the period of the contract as profit or loss. And gains and losses originated 

from selling players have to be recorded as capital gains. 

 

1.3.3.3 Valuation Method 

 

Concerning what the FRS 10 (ASB, 1997, p. 55) requires for valuation, the football player 

contracts fall into the category of  “Valuation of purchased intangible assets”, which 

defines: 

  

“There are two reasons for restricting the fair values that can be assigned to intangible 

assets to those that do not create or increase negative goodwill: first, the restriction aligns 

the treatment of purchased intangible assets with that of purchased goodwill and, secondly, 

it recognizes that the values of intangible assets can be subject to a significant degree of 

uncertainty. Given this subjectivity, the Board regards it as appropriate to restrict the 

values to those that do not exceed the ceiling established by the purchase price.” 

 

Regarding the valuation itself, Sandvoss (2003) describes it as one of the most problematic 

issues for a company. He explains that, in many cases, the decision of keeping their 

employees on or off of the balance sheet are exclusively dependent on subjective 

assessments made by the companies. Since there is no single accepted way of valuing 

employees, it is very common that companies do not include them in their financial 

statements. When companies decide to do it, usually they use cost based methods (for 

instance, the historical cost) or market value based methods. However, the case of football 

players is different. There is no alternative for the clubs, and they have to follow the FRS 

10, which obligates them since 2003 to capitalize the football player acquired. Thus a 

method such as the historical cost method has to be selected and used. 

 

Many variables can influence the valuation of a football player contract. For instance, it is 

intuitive to think that the age of a football player can impact on the value of a contract. In 

their paper, Carmichael, Forrest, and Simmons (1999) build an equation to determine the 

structure of the price of players in the English football league. They show many variables 

that affect the price: the player’s present status, the time remaining on the existing player’s 

contract, the wage of the player, the player’s performance, the position of the player 

(defenders are usually cheaper than strikers), etc. The player movement also conditions the 

transfer fee. This is better explained by Amir and Livne (2005), when they say that “There 

are two types of player transfers between clubs: Transfers of players under contract and 

transfers of players outside contract (i.e., when players are free agents)”. Player outside 

contract is a condition regulated by the ‘Bosman’ ruling in England since 1995.    

 

Morrow (1995) analyzes four different methodologies to valuate football player contracts, 

commonly used by distinct English football clubs. They are:  
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 Historical Cost: Based on the cost to acquire a player; 

 

 Earnings Multiplier: It applies a multiplier to the player’s earnings to produce a 

valuation of that player; 

 

 Directors’ Valuation: Based on their experience, the Chairman and Manager generate a 

value for the player; 

 

 Independent Multiple Evaluation Model: Through a model that considers many 

different variables inputted by several rich sources. 

 

Given the brief description of each model above, it is irrelevant for this paper to discuss or 

compare them any further. This is not the objective of this research. Even though the 

differences themselves are not relevant for this work, it is significant to understand that 

they can lead to different expectations from the investor’s perspective. And this is very 

important for this work. Investors may have different interpretations of distinct valuations. 

They can distinguish between one model being fairer or more precise than other. For 

instance, this distortion among investors’ perception can lead to heterogeneous effects on 

the stock prices of listed football clubs. Investors may not agree about the amount 

capitalized in the balance sheet and react differently in buying shares. For this reason, 

Sandvoss (2003) emphasizes the necessity for a unique system that determines player 

valuations for the football industry. This system has to be cost-effective and has to 

guarantee no misleading valuations. 

 

Regarding the amortization of football player contracts, the issue in the past was how to 

estimate the useful economic life of the player. However, with the ‘Bosman’ ruling, that 

enables players to leave their clubs after the expiration of the contract, the topic became 

clearer. Following the FRS 10, a football player has to have his transfer fee amortized over 

the life of the contract. 

 

1.4 Market Capitalization of Football Player Contracts 

 

1.4.1 Market Capitalization Definition 

 

In his book, Cotter (2012, p. 138) defines market capitalization as  

 

“the total value of a company’s shares, computed as the share price x the number of 

shares”.  

 

For a deeper understanding of the topic, Cotter (2012, p. 138) also gives a very detailed 

explanation of what market capitalization is: 
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“The market capitalization of a company is usually greater than the carrying amount of the 

net assets in its statement of financial position. This can relate partly to the fact that some 

assets are not carried at their fair value. It can also be due, however, to the fact that other 

items, such as the level of staff moral, managerial expertise, customer loyalty and brand 

value, have tended not to be recognized as assets.” 

 

1.4.2 The Influence of the Valuation Method and the Transfer Market of Players 

 

The chapter about ‘Valuation Method (1.3.3.3)’ is closely connected to the previous 

explanation of market capitalization, more specifically when speaking about the assets that 

are not carried in the balance sheet at their fair value. Investors may not agree on the 

amount capitalized in the balance sheet and react differently in buying shares. 

Consequently, the used valuation method for football player contracts can have different 

impacts on the market capitalization of the concerning club. Nevertheless, Sandvoss (2003) 

diminishes the relevance of the valuation method when he writes about the transfer market 

effect. He claims that the existence of an active transfer market for football players 

attenuates the issue of the valuation method and turns the transfer fees paid by clubs fairly 

independent. This topic will be further explored in this paper in the chapter about ‘The 

Transfer Market and its Mechanical (1.6)’. 

 

1.4.3 The Role of Intellectual Capital in Football Clubs 

 

Andrikopoulos and Kaimenakis (2006, p. 4) provide another insight concerning the 

relation of the market capitalization and the intangible assets. They map the intangible 

resources of a football club and analyze them regarding their added value. To begin with, 

they establish the important concept of ‘Intellectual Capital’, which is explained in the 

following quote: 

 

“Intellectual capital is the nexus of the intangible resources available to the soccer club that 

facilitates the successful implementation of its stakeholders’ objectives.” 

 

It is a fact that many intangible resources are important drivers and determinants for the 

market capitalization of a football club. However, most of them go beyond the scope to be 

defined considering accounting regulations, such as fan loyalty or club winning 

performance. And their measurement and valuation are seriously questioned. Despite all 

the questionings, the capital intellectual reporting is still important and considered an 

advantage for all the stakeholders. The reason for is that one of the most known and 

reliable measures of intellectual capital comes from the difference between the market 

value and the book value. For football clubs, this difference tends to be even bigger since 

their value is mostly due to off-balance sheet intangible resources. Thus the football club’s 

market value is originated mainly due to aspects not explored in the financial statements.  

 



 13 

1.4.4 Football Player – The Most Important Asset of a Football Club 

 

Going further, Andrikopoulos and Kaimenakis (2006) explain that a football club’s market 

value breaks down into its book value and intellectual capital. The intellectual capital also 

breaks down into many other divisions, with one of the last ramifications being the football 

player, the most valuable asset of a club. 

 

In order to set up a parallel to normal firms, the traditional financial accounting describes 

the difference between the market value and the book value of a firm as the present value 

of future proceeds originated by opportunities, operations and growth. For football clubs, 

the operations are basically formed by the sport performance and prospects. And the 

prospects of football clubs are comprised by many different intangible values, of which the 

majors are included in the financial statements. This is the case of football player contracts. 

 

1.4.5 The Expected Impact of Football Player Contracts on Clubs’ Market Value 

 

In their paper, Choi, Kwon, and Lobo (2000) examine the relationship between the value 

of intangible assets, their respective amortizations, and the firms’ market values. They 

question whether the reported information of intangible assets under the accounting 

standards is relevant to market analyzers, which valuate the firms’ market value. The 

obtained results indicate that the market reacts positively to the reported intangible assets. 

Regarding the amortization, the market values this expense in a different way than other 

reported expenses, but not in a negative way. In other words, the financial market 

considers the amortization expenses of intangible assets in the incoming statement as 

insignificant. 

 

The theory about Market Capitalization of Football Player Contracts can be summed up as 

follows: 

 

 Assets that are not carried at their fair value can explain the difference between the 

market value and the book value of firms. Thus the football player contract can affect the 

market value of a football club since its valuation method is not very precise; 

 

 The issue of the valuation method for a football player contract may be attenuated by 

the existence of an active transfer market; 

 

 Football players form part of the intellectual capital of a club, which is the determinant 

for its market cap; 

 

 Football clubs tend not to report into the balance sheet some intangible resources. The 

club’s market value is originated mainly due to these intangibles not carried in the 

financial statements; 
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 Football player is the most valuable asset of a football club. Different from most of the 

football intangibles, the football player contract is carried in the financial statements. This 

diminishes the uncertainty regarding the normally large difference between the market 

value and the book value of football clubs;  

 

 The market reacts positively to reported intangible assets. The market considers 

amortization expenses of intangible assets insignificant. 

 

1.5 Football Player Future Benefits 

 

Several direct and indirect mentions about the future benefits of acquiring football player 

contracts were quoted in this paper. First by Cotter (2012), when writing about the FRS 10 

definition of an intangible asset, in which the asset is expected to bringing future benefits 

to its holding entity. Then by Morrow (1996), when he makes clear that a football player 

brings future economic benefits derived from his skills, his services provided on the field. 

He states that a player can become more valuable over time, improving his performance 

and consequently bringing more revenues to the club. The third mention is given by 

Sandvoss (2003) when he states the importance of the capitalization of football players. He 

mentions that a football player has a high value either in generating revenue or having a 

transfer value. Andrikopoulos and Kaimenakis (2006) also were quoted about their study 

of intangible resources of football and their respective added value. Finally, Choi et al. 

(2000) mentioned the future benefits coming from intangibles to firms when they analyze 

the effects on firms’ market value. Their conclusion is that the market reacts positively to 

the reported intangible assets. 

 

The current chapter was not written to repeat what was already mentioned before. The 

chapter’s main intention is to give an opposing point of view, as described by Amir and 

Livne (2005) in their paper titled ‘Accounting, Valuation and Duration of Football Player 

Contracts’. Their results make the reader doubt part of the theory and findings of other 

authors already mentioned in this study. This paper intends to clarify the different points of 

view by the final results. 

 

In contrast to other mentioned authors, Amir and Livne (2005) find weak relation between 

intangibles and future benefits on the UK football industry. This statement doubts the 

market capitalization of football players as intangible assets. The authors address tests to 

examine the association between future economic benefits and current and lagged 

investments in player contracts. They test the FRS 10 and football player contracts since 

they doubt whether they are consistent or not with the asset capitalization criteria.  
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1.6 The Transfer Market and its Mechanical 

 

According to van den Berg (2011), the collective league objectives and competitive 

balance trigger the team’s behavior concerning player transfers. He explains that scholars 

have stressed this issue of interdependence between clubs, considering the need and 

demand for ‘uncertainty of outcome’. Clubs are dependent on each other to call the 

attention of the spectators and to compete, considering the quality of their teams. In 

addition to those two aspects, there are the individual owner objectives and the club 

performances. They are all linked to the financial and sporting success, changing the 

dynamic in the football industry.  

 

van den Berg (2011) illustrates that the link between both, the financial and sporting 

success, is pictured in the results of the European leagues in the last years. He shows that 

healthier financial clubs generally achieved better performances. This subject is closely 

linked to the valuation of assets in the player transfer market. This is evidenced by the fact 

that the European high-income clubs are more often positioned on the top of the leagues, 

and also present the larger personnel expenditures. And these expenditures are highly 

related to football players, the most important assets the clubs possess. 

 

All this evidence highlights the role and the dimension that player transfers have in the 

football industry. Considering this, the regulatory context is relevant to protect all sides, as 

mentioned by van den Berg (2011). The regulation interferes even in athlete wages or 

redistribution of financial resources in the course of the league. Guaranteeing resource 

inflows to the clubs has impacted enormously on the players’ market in Europe. With more 

regulation and liberalization, the transfer market has intensified and became an industry. 

One great example of liberalization is the end of quotas imposed on the quantity of 

‘foreign’ players allowed per team, in order to combat discrimination on grounds of 

nationalities. Fact is that the transfer market for footballers has developed as a result of 

new regulations and restrictions, and has become much more complex. Many other third 

parties are now involved in the process of transfers, such as FIFA, UEFA or even 

investment companies.    

 

Regarding the transactions and its components, van den Berg (2011) states the following: 

 

 Agents represent the players and try to sell the players’ services to clubs. They can also 

represent clubs to fulfill needs of the clubs’ squad. This can lead to conflicts of interest. In 

the season of 2008/2009 in England, agent fees averaged 12% of total transfers. All the 

agents of football have to be licensed by the FIFA;  

 

 Following the UEFA rules, there are two periods for clubs in which transfers are 

allowed. These periods are called transfer windows. Free agents are not limited to the 

transfer window restriction;  
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 Signing bonuses paid to players can be also considered in any transaction, being the 

players free agents or not; 

 

 It is rare that a transfer fee is paid in advance. Usually, bank guarantees are required to 

absorb risks taken by several terms;  

 

 It is common that clubs sell just a part of the rights of a player to other clubs, 

envisioning future benefits from a future selling of the same player. 

 

Regarding the mechanical of the market of football transfers, van den Berg (2011) 

interviewed three Dutch clubs to obtain information about the criteria used by the market 

when evaluating players. His conclusion is that the market for football player transfers is 

irrational. The author gives the Dutch executives’ conclusion: “ ‘Value is what fools are 

willing to pay for it’, implying the existence of a winner’s curse in the football transfer 

market”. Another point is that rich clubs inflate the market once they have higher financial 

capacity. The financial limitation of smaller clubs is also an important point. Often they are 

‘forced’ to sell their players to pay their ‘bills’ once they do not have great financial 

flexibility, as for example, a higher leverage capacity. van den Berg (2011) also introduces 

a theory of two-sided perspective. After a realized transaction, the involved player 

represents a higher value to the buying club than to the selling club. He calls this 

perspective of bargaining position, from sellers and buyers. The bargaining position is 

highly influenced by the club’s financial size and the club’s past sporting performance. 

 

Trautmann and Traxler (2010) add another aspect to the mechanical of the transfers. They 

establish the concept of reserve price and relate it to the online auctions of virtual football 

players. First, for a better understanding, the reserve price is the minimum amount that the 

owner of an asset would accept as the bid in the auction. The authors distinguish between 

two effects of reserve price: the mechanical effect of the auction, and the psychological 

reference-dependence effect. Buyers usually have to deal with competition, minimum bids, 

time pressure, etc. Thus it is expected that during the auction process, the bid may be 

influenced by buyers’ valuation and behavior. The term reference-dependence effect 

comes from the reserve price serving as reference point and its influence on the agent’s 

uncertainty of how much to bid. Even though this theory and its effects are less known to 

real-world markets, the reference dependence is considered an important factor in 

decision-making. In the real world, transfer market conditions can present many different 

candidates as reference points, and this is what certainly affects the judgments of buyers 

and sellers, although this is not researched in detail yet.    

 

1.7 Selling Football Player Contracts 

 

So far, this paper took a closer look at the acquisition of a football player by a club. It was 

shown that English clubs have to capitalize acquired football player contracts as intangible 
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assets and amortize them along the years of contract. Also, it was made clear that the 

market tends to react positively to reported intangible assets (even though contrary 

evidence also exists) and that the valuation method used may be not very precise. 

However, not much was said about the opposite movement, the impact of sold players on 

the financial statements and on the market value of the respective clubs. This chapter will 

serve this purpose, to explore the action of selling player contracts. This is done 

considering that the default risk for football player transfers in Europe is substantially low, 

recalling van den Berg (2011). Thus it is presumed that default risk will not impact on this 

kind of transaction, and consequently, it will not interfere with the results of this paper. 

 

Most of the already published papers approach the topic of football players as intangible 

assets focusing on the acquisition aspect. During the research of this paper, no writing was 

found focusing on the aspect of selling players regarding accounting terms. The reason for 

this is simple. Selling players is usually interpreted similarly as selling any other fixed 

assets. In the following, this subject will be discussed considering what the FRSs say about 

the disposal of fixed assets. 

 

According to the FRS 10, concerning intangible assets, few disclosure requirements are 

different from those normally demanded for any type of fixed asset. Additional 

requirements are necessary only for the intangible asset valuation, and to set that the 

economic useful life of an intangible can be indefinite. However, in the case of football 

players, the disclosure requirements are the same as the ones used for any fixed asset. For 

the ‘Reporting Financial Performance’, the item 21 of FRS 3 (ASB, 1992, p. 14) describes 

how to proceed with the accounting in these cases. 

 

The FRS 3 determines that “the profit or loss on the disposal of an asset should be 

accounted in the profit and loss account of the period in which the disposal occurs as the 

difference between the net sales proceeds and the net carrying amount, whether carried at 

historical cost or at a valuation”. In other words, gains and losses originated from selling 

players have to be recorded as capital gains. Regarding the statement of financial position, 

the cash or accounts receivable originated from the selling of players are accounted as 

current assets while the football player is depleted from non-current assets.  

 

As previously noted, little is researched about selling players and the respective accounting 

treatment. The reason might be from the already mentioned aspect of selling players, 

which are treated as any other fixed asset, with no special feature added to it. Furthermore, 

little is found within the literature about the market capitalization effect of those disposals. 

However, the intuition of this is quite obvious. A selling of a football player who generates 

profits is expected to affect positively the investors’ perspective, and vice versa.     

 

Another aspect of market capitalization that can be generated by selling football players is 

intuited when recalling van den Berg’s (2011) observation. He observes that rich clubs 
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inflate the markets due to their higher financial capacity. Regarding the smaller clubs, due 

to their financial limitations, in several situations they are forced to sell their players to 

fulfill with their expenses or cover their debts. Thus, it is possible that players sold by 

smaller clubs have a different effect on market capitalization than players sold by rich 

clubs. The rich clubs usually prioritize the performance, and tend to reinvest the revenue of 

selling a player through buying other players. 

 

1.8 Event Studies 

 

This paper aims to examine the impact of football player transfers on the share prices of 

the clubs involved in these transactions. The chosen methodology for this purpose is the 

event-study methodology. In his book, Campbell (1997) not only describes all the steps of 

using the methodology but also explains its general applicability. In the following, all 

considerations made by Campbell (1997) are traced in parallel with the football context, as 

well as with the help of other authors. 

 

Campbell (1997, p. 149) describes an event-study as a methodology “to measure the effect 

of an economic event on the value of a firm”. Given that the market is rational, the impact 

of an event will be reflected in asset prices. This methodology enables an event’s economic 

effect to be measured through the observation of asset prices over short periods. Other 

methodologies may use direct measures, which require longer periods of observation, even 

years. For example, Edmans et al. (2007) compare the event-study approach to the use of a 

continuous variable approach. They find that the main advantage of the event approach is 

to identify a sudden change in asset prices, which gives a large signal of ‘noises’. The 

disadvantage is that the event approach presents reduced statistical power because of the 

trend of the number of observed signals to be low.    

 

According to Campbell (1997), the event-study methodology is widely used in the 

academic accounting and financial field, being applied mainly to firm specific and 

economic events. The methodology is also abundantly applied in other fields, for instance, 

in the field of law. The most familiar application of event-study focuses on the impact of a 

certain event on the price of common equity. This is also applied in this study, which 

measures the effect of player transfers on common equities of football clubs.  

 

Samagaio et al. (2009) describe that in a regulated capital market, an efficient market 

prevails if the price of stocks reflects all relevant information about issuers. The authors 

also enter into the football context when they say that if all the significant information is 

already reflected in the share price, the share price must change only if new relevant 

information about the clubs is revealed. For example, several studies have found impacts 

coming from clubs’ sporting performance on their respective share prices. Palomino et al. 

not only examined those impacts but also checked the English betting system as a good 

predictor of sporting performance, and consequently, of the future changes of the share 
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price of a club. No other study was found in the existing literature regarding this paper’s 

purpose, the check of the immediate impact of player transfers on clubs’ stock through the 

use of the event-study methodology. 

 

Fung, Demir, Lau, and Chan (2013) highlight the relevance of the application of event-

study methodology in sports. They stress the importance of the methodology to check the 

impact of sports events on asset prices. Fung et al. highlight the application of the event-

study-approach in the sports-area mostly motivated by the psychological evidence, given 

the relation found in several studies between sporting results and stock market returns. 

Edmans et al. (2007) confirm this perspective when they find that losses of national 

football teams lead to negative market reactions, which are intensified if the game is an 

important one.  

 

For this paper, it is still unclear whether a player transfer can be considered a sport event. 

By itself, it is not a sport event. It is just business. However, a player has an influence on 

the future sporting performance of a club. A player is also an asset for a club. Thus a 

player transfer may have an impact on both, on the sporting performance and on the 

financial performance of a club. In other words, a player transfer may have an impact on 

the share price of a club by the investor behavior influence and by the financial foundation. 

 

The event-study of this paper will be conducted around the dates of player transfers. 

Market reaction of the EPL listed clubs will be tested around those dates. In the case of 

abnormal returns being detected, interpretations will be given.  

 

Generally, an event-study follows the seven steps outlined by Campbell (1997): 

 

 Event definition; 

 

 Selection criteria; 

 

 Normal and abnormal returns; 

 

 Estimation procedure; 

 

 Testing procedure; 

 

 Empirical results; 

 

 Interpretation and conclusions. 

 

All the seven steps are explored further in ‘Methodology (3)’.  
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The event study will be also conducted partly by the methodology outlined by Maynes and 

Rumsey (1993). The authors explore procedures for measuring abnormal returns in the 

case of event studies involving thinly traded securities. They argue that the traditional 

procedures, like the one outlined by Campbell (1997), are fairly well specified for 

securities that are frequently or moderately traded. However, they are misspecified for 

infrequent trades. At the end of their study, they conclude that the joint use of the trade-to-

trade approach and the rank test enables the check of all range of frequency of any traded 

securities, including thinly traded securities. The reason is that the rank test works properly 

for all trading frequencies, while the trade-to-trade approach handles skillfully the case of 

missing returns. This subject is also explored further in ‘Methodology (3)’. 

 

2 DATA 

 

This study is restricted to the EPL. With the purpose of uniforming the data, the choice of 

the first division of the English Leagues is due to the intention of making the data more 

relevant and homogeneous since the clubs involved are in equal position of importance and 

visibility to the public.  

 

Regarding the period of time, the data uses clubs’ information from the seasons of 

2004/2005 until 2013/2014. Starting with the season of 2004/2005 guarantees that the data 

is not biased by the period before the ‘Bosman’ ruling and by the period before the clubs 

being obligated to use the FRS10. After 2003, all the English clubs were obligated to use 

the FRS10, which is a financial reporting standard that covers the accounting treatment for 

football player acquisitions. Before 2003, this treatment was susceptible to different 

procedures. This is maybe the most important criterion that justifies the period’s choice. 

The study includes data up to the year 2014 to explore also the most up to date information 

and give a more recent picture of the topic.  

 

In summary, the data for this research covers all the necessary for event-studies. It 

comprises all the listed English football teams that played in the EPL from 2004 to 2014 

and their respective transfers in the same period. In detail, the data comprises: 

 

 Daily stock prices of the clubs in the period they were in the first division from 2004 to 

2014; 

 

 Selection of a market index that will be used on the market models, necessary to check 

for eventual abnormal returns on the event window; 

 

 List of all player transfers that occurred for the selected teams in the period they were in 

the first division, from 2004 to 2014; 
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 Inflation index to put the transfers from different years on the same scale. The idea of 

this treatment is explained further in ‘Methodology (3)’. As short reference, the transfers 

will be categorized by the amount of money involved. In this way, the applied event-

studies will also check if the market reacts differently considering the distinct amounts. 

 

2.1 Teams’ Selection 

 

The information of the clubs that joined the EPL since 2004 was extracted from the 

Official Website of Barclays Premier League. From 2004 until 2014, 35 clubs participated 

in the EPL. Table 1 below shows the clubs, their respective seasons and the number of 

participations in the EPL during this period. 

 

Table 1. Clubs that participated in the EPL from 2004 to 2014 

 
Note. An ‘X’ in the participation year. 

Source: Barclays Premier League, League Table, n.d., 2014. 

 

From the 35 clubs present in the Table 1, twelve were listed in any Stock Market at any 

time from 2004 to 2014. Many variations happened during this period, with 11 of these 

clubs being delisted at a certain point. For example, Manchester United was delisted in 

2005 from London Stock Exchange and listed again in 2012, but in a different Stock 

Exchange, the NYSE in USA. To help identifying all listed clubs and their respective stock 
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exchange, information from the papers of Palomino et al. and Wilson et al., from the clubs’ 

websites, and finally from the Football Economy’s website were crossed. This led to the 

following summarized and informative Table 2. 

 

Table 2. Informative table of English teams listed in any Stock Market from 2004 to 2014 

 
Note. ‘O’ means that the club participated in the EPL in the respective year but already delisted. ‘X’ means 

that the club participated in the EPL in the respective year and was listed. Empty cell, ‘-’, means that the club 

did not participate in the EPL in the respective year. 

Sources: Palomino, F., Renneboog, L., & Zhang, C., Information salience, investor sentiment, and stock 

returns: The case of British soccer betting, 2009, p. 28; Wilson, R., Plumley, D., & Ramchandani, G., The 

relationship between ownership structure and club performance in the English Premier League, 2013, p. 23; 

FootballEconomy.com, 2014. 

 

The crosses ‘X’ represent the clubs and their respective seasons out of which the data will 

be collected and filtered for further analysis.  

 

Due to data issues, the clubs Manchester City and Newcastle United are deleted from the 

sample, as well as the data of Tottenham Hotspur and Watford after 31/12/2010. After this 

filtering, the samples for daily stock prices of each club are collected from periods shown 

in Table 3. All the stock price data is retrieved from Thomson Financial Datastream. 

 

Table 3. Data collection - information of the period of the clubs in the sample. 

 
 

The following Figures, from 1 to 11, illustrate the behavior of the daily stock price from 

each of the clubs’ sample, and what they have in common is that most of them present 

apparent low liquidity. Their illustrations here are quite relevant for later interpretation, 

together with the results coming from the event-studies. Even though the low liquidity can 

represent a threat to this study, an alternative solution is given to this issue in this paper. 

Palomino et al. solve this problem adding three leads and three lags of market returns to 
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the market model, obtaining relevant results. Recalling, in their paper, they checked the 

effect of match results on the stock prices of football clubs. However here in this study, the 

solution is another one. This is explained further on.    

 

 

Figure 1. Stock Prices - Arsenal 

 
Source: Thomson Financial Datastream. 

 

Figure 2. Stock prices - Aston Villa 

 
Source: Thomson Financial Datastream. 

 

Figure 3. Stock prices - Birmingham City 

 
Source: Thomson Financial Datastream. 

Figure 4. Stock prices - Charlton Athletic 

 
Source: Thomson Financial Datastream. 

 

Figure 5. Stock prices - Manchester 

United (LSE) 

 
Source: Thomson Financial Datastream. 

 

Figure 6. Stock prices - Manchester 

United (NYSE) 

 
Source: Thomson Financial Datastream. 



 24 

Figure 7. Stock prices - Sheffield United 

 
Source: Thomson Financial Datastream. 

 

Figure 8. Stock prices - Southampton 

 
Source: Thomson Financial Datastream. 

Figure 9. Stock prices - Tottenham 

 
Source: Thomson Financial Datastream. 

 

Figure 10. Stock prices - Watford 

 
Source: Thomson Financial Datastream. 

 

Figure 11. Stock prices - West Bromwich Albion 

 
Source: Thomson Financial Datastream. 

 

2.2 Market Indexes 

 

According to the event-study methodology, a market index is chosen in order to build up 

the market models for each club. In the case of all clubs listed on any English stock 

market, the index used is the FTSE 100. In the case of Manchester United stocks listed on 

the NYSE from 2012 ongoing, the index used is the NYSE Composite. The choice of the 

indexes is simply made based on the most widely used stock indices of each stock 

exchange. 
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2.3 Player Transfer List 

 

All the player transfers conducted by the clubs in the seasons marked with an ‘X’, as 

shown in Table 2, are collected from the Transfermarkt’s website. The Table 4 below gives 

us a short sample of the information contained in the player transfer list. 

 

Table 4. Sample of the data of player transfers 

 
Source: Transfermarkt, 2014. 

 

The following Table 5 is a summary of all the transfers that were carried out from 2004 to 

2014. It contains the teams that were in the EPL and listed in any stock market in the same 

period. Looking at the differences between the numbers of players bought and sold, and 

the involved amounts of money, clearly the EPL competition has been an industry of 

purchasing players instead of selling, at least since the year 2004. The amounts in British 

pounds (£) are corrected by inflation according to the UK CPI index, which will be 

mentioned in the chapter ‘Inflation Index (2.4)’. For now, it can be stated that the amounts 

represent current values. 

 

Table 5. Summary of transfers of listed clubs of the EPL, from 2004 to 2014 

 
Source: Transfermarkt, 2014. 

 

The total of transfers shown in Table 5 sums up 458 both, buying and selling players 

included. However, not all of these transfers will be used in this work. Some data treatment 

is necessary to filter the transfers that will form the sample for the event-studies. The 

process of filtering contains the following: 

 

 Firstly, all the transfers of Manchester City and Newcastle United are deleted, as well as 

the transfers of Tottenham Hotspur and Watford after 31/12/2010 due to data issues;  

 

 Secondly, the study of the transfers that occurred out of the season is crucial for the 

conclusions. It avoids the study to be affected by the match results, recapitulating 
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Palomino et al. who already proved the influence of match results on daily stock prices of 

listed clubs. To contrast, the results calculated from transfers during the season are also 

shown;  

 

 Thirdly, in the sample, only the unique transfers in a day followed by the next 3 days 

without any other transfers are considered. This avoids the interference of other transfers 

when studying one specific transfer; 

 

 Fourthly, the 3 previous days of the transfers also have to be run without any other 

transfer. This is as well to avoid noise in the study. 

 

After all the filtering, the sample of the player transfers for this study is finally composed 

as shown in Table 6, with the total of transfers that occurred during and out of the season, 

separated by team, and in Table 7, with the total of transfers that occurred only out of the 

season.  

 

Table 6. Total of transfers during and out of the season after filtering 

 

 

Table 7. Total of transfers out of the season after filtering 

 
 

Finally, the 98 transfers from Table 6 took place during and out of the season, and the 43 

from Table 7 took place only out of the season. They are in sequence categorized by the 

amounts (£) involved. With this, the reaction of the market can be analyzed separately for 

each different amount. Table 8 shows the transfers categorized by the amounts for the ones 

that occurred during and out of the season. Table 9 shows similar information, but for 

transfers that occurred only out of the season. 
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Table 8. Filtered transfers during and out of the season categorized by the amount (£) 

 
 

Table 9. Filtered transfers out of the season categorized by the amount (£) 

 
 

It is noticeable that the ranges of the amounts have changed from Table 8 to Table 9. This 

is arranged for making the samples of each range as homogeneous as possible, regarding 

the numbers of transfers. 

 

2.4 Great Britain Inflation Index - CPI 

 

The CPI measures the Great Britain inflation rate, which is based upon the consumer price 

index. The data used for this research is retrieved from the UK National Statistics’ website. 

The only reason for the use of this rate in this study is to put all the player transfers that 

occurred in different years on the same level. This enables them to be compared to each 

other when categorized by the amount (£).  

 

3 METHODOLOGY 

  

This paper follows two different methodologies for checking for abnormal returns. One 

outlined by Campbell (1997) is used in the chapters ‘Traditional Event Study (4.1)’ and 

‘Manchester United Case (4.3)’. Another outlined by Maynes and Rumsey (1993) is used 

in the chapter ‘Event Study for Thinly Traded Stocks (4.2)’. Both methodologies were 

already introduced in the chapter ‘Event Studies (1.8)’. Now they are explored into details. 

For easy reference, from here onwards, the approach outlined by Campbell (1997) is 

referred to as ‘Traditional Event Study Approach’, and the one by Maynes and Rumsey 

(1993) is named ‘Trade-to-Trade Approach’. 

 

3.1 Traditional Event Study Approach 

 

3.1.1 Event Definition 

 

The event by itself in this paper is the act of buying or selling football players. Thus every 

single transfer of the 98 transfers selected as data set represents one event. In other words, 

the data comprises 98 events to be studied.  
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Another task of the event definition is also to determine the event window, which is the 

period over that the stock prices of each club involved with each event are checked. In this 

case, the event window of the football player transfer is set as the day of the transfer 

announcement plus the 3 days before and after the announcement. This is for capturing the 

effects of rumors, also those that emerge after the stock market closes. 

 

3.1.2 Selection Criteria 

 

The selection criteria are basically described in the previous chapter concerning the data 

(‘DATA (2)’). It comprises all the selective processes to include or exclude the clubs, the 

daily stock prices and player transfers. It also comprises the selection of the market indexes 

and the use of the CPI index. To protect against potential biases, the event is: a transfer that 

happened out of the season, it is unique in a day, and with no other transfer by the same 

club having occurred in the period of +/- 3 days. The results that include the period during 

the season are also shown for comparison.     

 

Recalling the main criteria: 

 

 Period from 2004 to 2014, after the ‘Bosman’ ruling and the use of the FRS10 by all the 

English clubs; 

  

 Only listed clubs playing in the EPL; 

 

 Exclusion of the clubs with data issues from the sample; 

 

 Selection of events, or transfers, which fulfill the set up definition to avoid biases. 

 

3.1.3 Normal and Abnormal Returns 

 

3.1.3.1 Normal Returns 

 

The normal return is the expected return in case the event does not take place. In this work, 

the market model is the one chosen to calculate the normal return for each club in the 

events’ dates. 

 

The market model relates the return of the analyzed security to the return of a selected 

market portfolio. One assumption of this model is that the asset returns obey a normal 

distribution. This is convenient for event-studies since it removes the part of the return that 

is related to variation in the market portfolio’s return, increasing the potential to detect 

event effects. 
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For any asset i we have 

 

𝑅𝑖𝑡 = 𝛼𝑖 + 𝛽𝑖𝑅𝑚𝑡 + 𝜖𝑖𝑡 ∴ 𝐸[𝜖𝑖𝑡] = 0 ∴ 𝑉𝑎𝑟[𝜖𝑖𝑡] = 𝜎𝜖𝑖

2                               (1) 

 

where 𝑅𝑖𝑡 represents the returns of the asset in any period t; 𝑅𝑚𝑡 represents the returns of 

the market portfolio in any period t; and 𝜖𝑖𝑡  is the zero mean disturbance term. 

𝛼𝑖, 𝛽𝑖 and 𝜎𝜖𝑖

2  represent the parameters of the market model. 

 

The following Table 10 contains the specification of the market model for each club: 

 

Table 10. Specifications for the market model for each club 

 
 

3.1.3.2 Abnormal Returns 

 

After having defined the parameters of the market model for each club and the subsequent 

estimations, the abnormal returns will be calculated. Through the market model and the 

OLS estimators, it is possible to calculate the abnormal returns as follows: 

 

𝐴𝑅𝑖𝑡 = 𝑅𝑖𝑡 − �̂�𝑖 − �̂�𝑖𝑅𝑚𝑡                                                      (2) 

 

Under the null hypothesis the abnormal returns are normally distributed with 

𝐴𝑅𝑖𝑡 ~ 𝑁 (0, 𝜎2(𝐴𝑅𝑖𝑡)). 

 

Up to this moment, all the calculations are individualized for each club. Further on, the 

abnormal returns are aggregated in order to make possible overall conclusions involving 

all the clubs studied. The techniques for this purpose consider aggregation through time for 

one individual asset and also aggregation across assets and through time. 

 

First, aggregating 𝐴𝑅𝑖𝑡  across time for one individual asset is important to check if the 

event is partially anticipated. Defined 𝐶𝐴𝑅𝑖(𝜏1, 𝜏2) as the cumulative abnormal return for a 

given security i, where 𝜏1 and 𝜏2  represents the event window of -3 and +3 days 

respectively. The 𝐶𝐴𝑅𝑖(𝜏1, 𝜏2) is given in the next formula: 

 

𝐶𝐴�̂�𝑖(𝜏1, 𝜏2) = ∑ 𝐴𝑅𝑖𝑡
𝜏2
𝜏1

                                                      (3) 
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Under null hypothesis, 𝐶𝐴�̂�𝑖(𝜏1, 𝜏2) ~ 𝑁(0, 𝜎𝑖
2(𝜏1, 𝜏2)) 

 

As the estimation window increases, 

 

𝜎𝑖
2(𝜏1, 𝜏2) = (𝜏2 − 𝜏1 + 1)𝜎𝜖𝑖

2                                                    (4) 

 

Now, aggregating across events is only possible when assuming that there is no correlation 

between abnormal return of different events. The period from day -3 to 3 without any other 

transfer by the same club ensures the absence of correlation. This avoids overlaps in the 

event windows. 

 

Thus, given a sample of N events: 

 

𝐶𝐴𝑅̅̅ ̅̅ ̅̅
𝑖(𝜏1, 𝜏2) = 1

𝑁⁄ ∑ 𝐶𝐴�̂�𝑖(𝜏1, 𝜏2)𝑁
𝑖=1                                             (5) 

 

𝑉𝑎𝑟(𝐶𝐴𝑅̅̅ ̅̅ ̅̅
𝑖(𝜏1, 𝜏2)) = 1

𝑁2⁄ ∑ 𝜎𝑖
2(𝜏1, 𝜏2)𝑁

𝑖=1                                         (6) 

 

Under the null hypothesis, 𝐶𝐴𝑅̅̅ ̅̅ ̅̅
𝑖(𝜏1, 𝜏2) ~ 𝑁(0, 𝜎𝑖

2(𝜏1, 𝜏2)) 

 

3.1.4 Estimation Procedure 

 

With the market models defined, the data used to estimate the parameters of the models is 

known as the estimation window. Campbell (1997) sets the use of 120 days prior to the 

event, not including the event window, as standard for the estimation window. The study at 

hand has a slight difference regarding this aspect. 252 trading days prior to the event 

window are considered the estimation window. This is because the stocks of football clubs 

are quite influenced by the match results during the season, as shown by Palomino et al.. 

Thus, extending the estimation window to a full-year of trading days attenuates the effects 

of the matches’ results and also comprises the previous period out of the season, where 

most of the transfers happened with no matches in parallel.  

 

3.1.5 Testing Procedure 

 

After calculating the abnormal returns, they have to be tested. For this, the testing 

framework for the abnormal returns considers the null hypothesis 𝐻0 which, if not rejected, 

means that event has no impact on returns. The test for the null hypothesis is given by: 

 

𝐽1 =
𝐶𝐴𝑅̅̅ ̅̅ ̅̅

𝑖(𝜏1, 𝜏2)

√�̂�𝑖
2(𝜏1, 𝜏2)

 ~ 𝑁(0, 1)                                                      (7) 
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3.2 Trade-to-Trade Approach 

 

3.2.1 Normal and Abnormal Returns 

 

The procedure of the trade-to-trade approach uses multi-period returns. This means that 

daily returns are not necessarily calculated, but only the returns within intervals where the 

stock is effectively traded.  

 

Trade-to-trade models are derived from the expected return models and assume that they 

underlie a stationary one-day return generating process. The observed multi-period return 

on day t is given by: 

 

𝑅𝑗,𝑛𝑡
= 𝑙𝑛 (

𝑃𝑗,𝑡
𝑃𝑗,𝑛𝑡

⁄ ) ∴  𝑛𝑡 is the length of the return interval ending day t       (8) 

 

The sum of 𝑛𝑡  unobserved one-day returns within the intervals expresses 𝑅𝑗,𝑛𝑡
.  The 

unobserved prices that compound the interval can be expressed by �̂�𝑗,𝑡−𝑠, where s = 1, …, 

𝑛𝑡−1.  

 

Considering that multi-period returns have different lengths, the analogous market model 

is given by: 

 

𝑅𝑗,𝑛𝑡
= 𝛼𝑗𝑛𝑡 + 𝛽𝑗𝑅𝑚,𝑛𝑡

+ ∑ 𝜀𝑗,𝑡−𝑠

𝑛𝑡−1

𝑠−0
                                                (9) 

 

where 𝑅𝑚,𝑛𝑡
 is the trade-to-trade return of the market index. The 𝑅𝑚,𝑛𝑡

 is calculated to 

match the multi-period stock returns. The trade-to-trade expected return and the trade-to-

trade adjusted models are derived from this equation. The error terms of this equation are 

heteroskedastic with variance equals to 𝑛𝑡𝜎𝑗
2.  Thus to estimate the parameters of the 

models, all the data of 𝑅𝑗,𝑛𝑡
 and 𝑅𝑚,𝑛𝑡

 are divided by √𝑛𝑡  to account for the expected 

heteroskedasticity. 

 

The expected return is given by: 

 

𝐸[𝑅𝑗,𝑛𝑡
] = �̂�𝑗𝑛𝑡 + �̂�𝑗𝑅𝑚,𝑛𝑡

                                                   (10) 

 

Finally, the abnormal returns are calculated as typical: 

 

𝐴𝑅𝑗𝑡 = 𝑅𝑗,𝑛𝑡
− 𝐸[𝑅𝑗,𝑛𝑡

]                                                      (11) 
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3.2.2 Estimation and Event Windows 

 

To begin with, the first and most important criterion for the sample selection is that the day 

0 is set as the event day and a trade must have taken place on it. The samples comprise a 

period of 251 days, in which the 240 days prior to the event day define the estimation 

window. So each trading date is set from -240 to day 10, even in the cases that prices are 

not observed. 

 

3.2.3 Testing Procedure – Rank Test 

 

A rank test is built with the abnormal returns calculated through the trade-to-trade model. 

For this, first it is necessary to calculate the standard deviation of the abnormal returns for 

each event j. This is realized as follows: 

 

𝑆(𝐴𝑅𝑗) = √
1

𝑇𝑗
∑ [

𝐴𝑅𝑗𝑡

√𝑛𝑡

]

2𝑇𝑗

𝑡−1
                                                      (12) 

 

where the ∑ .
𝑇𝑗

𝑡−1 is over non-missing values of t, 𝑛𝑡 is the length of the trading interval, and 

𝑇𝑗 is the number of returns available in the estimation window (240 days) used to define 

the trade-to-trade model. 

 

With 𝑆(𝐴𝑅𝑗), ranks are set for each event j for the whole 251-day period: 

 

𝐾𝑗𝑡 = 𝑟𝑎𝑛𝑘 (
𝐴𝑅𝑗𝑡

√𝑛𝑡𝑆(𝐴𝑅𝑗)
)                                                        (13) 

 

For 𝑇′𝑗  trades in the 251-day period, the average rank �̅�𝑗  and variance 𝜎2(𝐾𝑗)  are 

calculated as follows: 

 

�̅�𝑗 =
1

2
(𝑇′𝑗 + 1) ∴ 𝜎2(𝐾𝑗) =

(𝑇′𝑗
2

− 1)

12
                                             (14) 

 

With �̅�𝑗 and 𝜎2(𝐾𝑗) calculated, 𝐾𝑗𝑡 becomes 𝐾′𝑗𝑡 through: 

 

𝐾′𝑗𝑡 =
𝐾𝑗𝑡 − �̅�𝑗

𝜎(𝐾𝑗)
                                                                   (15) 

 

𝐾′𝑗𝑡  is uniformly distributed with N(0, 1) for all events j. Hence, the test statistic is 

calculate as follows: 
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𝑟 =
1

√𝐽
∑ 𝐾′𝑗0

𝐽

𝐾=1
                                                             (16) 

 

The findings by Maynes and Rumsey (1993) show that the distribution of the rank test 

based on trading-to-trading returns is equal to the normal distribution if the abnormal 

return is zero. This test has also proven to be quite precise in rejecting the null hypothesis, 

behaving similarly to the normally distributed statistic.      

 

4 EMPIRICAL RESULTS 

 

This chapter is divided into three parts. The first one, ‘Traditional Event Study (4.1)’, is 

conducted according to the ‘Traditional Event Study Approach (3.1)’. The second part, 

‘Event Study for Thinly Traded Stocks (4.2)’, follows the ‘Trade-to-Trade Approach 

(3.2)’. The third and last part, ‘Manchester United Case (4.3)’ is partially conducted 

according to the ‘Traditional Event Study Approach (3.1). 

 

4.1 Traditional Event Study 

 

Through the ‘Traditional Event Study Approach (3.1)’, the following results shown in the 

Tables 11, 12, 13, 14 and 15 and in the Appendixes A, B, C and D are calculated.   

 

Table 11. ‘Traditional Approach’ - Abnormal returns during and out of season, by amounts 

 

 

Table 11 shows the results for abnormal returns for player transfers that occurred during 

and out of the season. The results are categorized by the amount involved in the transfers, 

and split into three sub-tables. The first sub-table contains all the transfers independently 

of the type (buying and selling summed up together). The next two sub-tables contain the 

buying transfers and the selling transfers, respectively. 
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It is possible to see that Table 11 presents no significant result for abnormal return of all 

kinds shown. The p-values of the t-test are analyzed and no null hypotheses are rejected, 

taking into consideration statistical significance at the 5% level. 

 

The Appendix A is the continuation of this analysis, but it is checking for the cumulative 

average abnormal return. Presenting the same configuration of Table 11, only substituting 

the abnormal return by the cumulative average abnormal return, the Appendix A finds 

three significant results at the 5% level.  Each significant result is highlighted in bold. The 

buying transfers of ‘Up to 1 Mill. £’ and ‘Between 4 Mill. £ and 10 Mill. £’ present 

significant cumulative average abnormal return. The selling transfers of ‘Between 4 Mill. £ 

and 10 Mill. £’ also present significant cumulative average abnormal return.   

 

The results from the Table 11 and Appendix A do not bring consistent results since it is 

impossible to see any pattern of stock reaction to the transfers. For instance, the significant 

cumulative average abnormal returns for buying transfers ranging ‘Up to 1 Mill. £’ do not 

make any sense when transfers ranging higher amounts do not obtain any significant 

results. This is said because the intuition tells the reader that investors would react stronger 

to the acquisition of more important players, with higher amounts of money being 

involved. Possibly these results are due to occasional cases, noises or other inconsistencies. 

One example of noises would be the result of matches happening in parallel to the transfers 

and, consequently, influencing the abnormal returns.      

  

Table 12. ‘Traditional Approach’ - Abnormal returns during and out of season, by team 

 
                 table continues 
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        continued 

 
 

Table 12 and Appendix B are configured similarly to Table 11 and Appendix A. The only 

difference is that teams categorize them. Similar interpretation criteria are also applied 

here.  

 

The analysis of Table 12 and Appendix B might give more relevant information. The 

buying transfers present much more significant results compared to the selling transfers.  

Only one team presents relevant abnormal returns when selling players, while four teams 

show significant results when buying players. However, this is too early for any 

conclusion. Still no clear pattern is identified. It is not possible to generalize this 

observation since 4 teams out of 11 do not represent a trend. Again, here it is possible to 

recall the analysis from Table 11 and Appendix B, that possibly these results are due to 

occasional cases, noises or other inconsistencies. 

 

The results shown in sequence are expected to bring more consistency once only the 

transfers that occurred out of the season are considered. This means that, to avoid noises 

coming from the match results, all the transfers that occurred during the season are 

eliminated. The sample is shrunk though.  

 

Table 13. ‘Traditional Approach’ - Abnormal returns out of season, by amounts 
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Table 13 and Appendix C show the respective results for abnormal returns and cumulative 

average abnormal returns for player transfers that occurred out of the season, as previously 

signaled. Beyond that, any other configuration follows the same as shown in Table 11 and 

Appendix A.  

 

Again, only the buying transfers show any kind of significant abnormal return reaction. In 

Appendix C, it is also possible to see that, from the buying transfers with relevant results 

(highlighted in bold), the higher the amount is, the higher the significance of p-value. This 

confirms the intuitive reasoning on investors’ reactions mentioned earlier. However, again, 

no clear pattern is found. For instance, the buying transfers ‘Between 4 Mill. £ and 9 Mill. 

£’ have positive and increasing cumulative average abnormal returns, while the buying 

transfers ‘Higher than 9 Mill. £’ have negative and decreasing cumulative average 

abnormal returns. The analysis still seems to lack consistency. 

 

Table 14. ‘Traditional Approach’ - Result of abnormal returns out of season - by team 

 
  

Table 14 and Appendix D show the respective results for abnormal returns and cumulative 

average abnormal returns for player transfers that occurred out of the season, as in Table 
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13 and Appendix C. Beyond that, any other configuration follows the same as shown in 

Table 12 and Appendix B. 

 

Table 14 and Appendix D present ‘gaps’, or in other words, missing results for some 

teams. The ‘gaps’ invalidate the theory generated through the previous analyses, in which 

the buying transfers tend to provoke more overreactions from the investor than the selling 

transfers. Clearly the restriction of the sample for only the period out of the season in order 

to avoid noise from match results shrank the sample, mainly for the selling transfers side. 

 

Appendix D shows that all the significant results are concentrated in only two teams, 

Arsenal and Birmingham City. This strengthens the suspicion that occasional cases or 

other kinds of inconsistencies are the cause of distortions.         

 

Table 15. Average number of trading days between trades 

 
 

Table 15 above gives the sequence to the interpretation of Figures 1 to 11. To recall, 

Figures 1 to 11 show the curve of the stock prices of each club used in the samples. They 

apparently indicate low liquidity for most of the teams. Table 15 confirms this impression. 

Only Manchester United presents high liquidity. All the other teams present low liquidity, 

with an emphasis on Arsenal, Charlton Athletic, Watford and West Bromwich Albion.   

 

As stated by Cowan and Sergeant (1996), the issue about using low liquidity securities in 

event studies is that the traditional standardized test is misspecified. Through empirical 

evidence, Cowan and Sergeant (1996) show that thinly traded stocks are expected to 

present numerous zero and large non-zero returns, resulting in non-normal return 

distribution. They conclude that event studies can be performed provided that certain 

adjustments are made. Palomino et al., for instance, find a solution for this by adding three 

leads and three lags of market returns to the market model. Maynes and Rumsey (1993) 

propose another solution, which is the one used in the sequence of this study. Maynes and 

Rumsey (1993) state that the solution for this case comes from how the expected or normal 

return is to be forecasted, and how a test statistic is to be constructed. 

 

After all this, it is possible to say that much of the inconsistency found, until now, is due to 

the issue of low liquidity as shown in Table 15. The conclusion is that, from the 

‘Traditional Event Study (4.1)’, only results of Manchester United can be considered 
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reliable for being the only club thickly traded. This is the reason why Manchester United is 

treated separately in the chapter ‘Manchester United Case (4.3)’. 

 

4.2 Event Study for Thinly Traded Stocks 

 

This part of the study is supposed to correct the inconsistency caused by the traditional 

approach for the clubs thinly traded on the stock market. However, this is linked to some 

difficulties. The primordial requirement for using the ‘Trade-to-Trade Approach’ is that at 

least one stock trade has to occur on the event day (day of the transfer). This requirement 

reduced the sample drastically. The sample that was comprised by 98 transfers during and 

out of the season, and 43 transfers out of the season, shrank to 17 transfers during and out 

of the season, and mere 6 transfers out of the season. This is shown in Table 16. If this 

requirement was to be extended to an event window of, for example, -10 to +10 days, in 

order to obtain cumulative abnormal returns in the event window, the sample would reduce 

to zero. Even for a very narrow event window, for example from day -1 to +1, only 6 of 

the 17 events would fit on it.    

 

Table 16. ‘Trade-to-Trade Approach’ - Number of events and rank-test for day 0 

 

 

After calculating the abnormal returns through the estimation provided by the Trade-to-

Trade method, Table 16 brings two sub-tables, one with the number of events (transfers) 

and another one with the rank-test calculated for the day 0 (event day). Both are used to 

calculate the t-test and the p-values. All the results from this chapter, ‘Event Study for 

Thinly Traded Stocks (4.2)’, are segregated by the period in which the transfer occurred, 

by the type of the transfer (buying or selling) and by the amounts involved in the transfer. 

Table 17 below shows the abnormal returns for the event day (day 0). 

 

Table 17. ‘Trade-to-Trade Approach’ - Abnormal returns for the event day (day 0) 
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Table 18. ‘Trade-to-Trade Approach’ - T-test and p-values 

 
 

Table 18 summarizes the results for the test statistic and the respective p-values. The p-

values of the t-test are analyzed, and only the buying transfers ‘Higher than 9 Mill. £’ that 

occurred during the season have null hypothesis rejected (highlighted in bold). For this, it 

has considered the statistical significance at the 5% level.  

 

In general, the results indicate that transfers do not have an immediate impact on clubs’ 

stock price. Only in cases that the clubs bought players at high values (higher than 9 Mill. 

£) during the season, significant abnormal returns were generated on the clubs’ stocks. 

However, the issue of sample size may have affected the results, although the methodology 

seems consistent.  

 

As shown before, the EPL is characterized as a league of the buying transfers. This is 

because most of the clubs competing in the EPL normally buy more players than sell. This 

reflects on the sample, which is constituted by more buying transfers than selling transfers. 

In 13 from the 17 transfers used in this part of the study, players are bought. Thus, taking a 

look only at the buying transfer analysis, for being more robust, it is also possible to see 

that the p-values in Table 18 tend to decrease as the value of a transfer increases. This 

represents another sign that the value of the transfer calls the attention of investors. 

 

Now, giving a zoom in on the buying transfers ‘Higher than 9 Mill. £’ during the season, 

the robustness of the result is checked and commonalities amongst the four transfers are 

observed. The transfers and their respective results are illustrated in the next Table 19.      

 

Table 19. ‘Trade-to-Trade Approach’ - The buying transfers ‘Higher than 9 Mill. £’ in detail 

 
 

From Table 19, some important considerations are done to strengthen the results: 

 

 Firstly, from the four transfers, Manchester United makes two of them. This gives the 

opportunity to calculate the p-value of the sample also through the ‘Traditional Approach’, 
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once the result would be possibly consistent by having half sample of liquid stock. 

Comparing this result to the Trade-to-Trade p-value, quite similar values (highlighted in 

bold) are observed, warranting robustness; 

 

 Secondly, the two transfers from Manchester United present very high values, both are 

transfers around 40 Mill. £. This calls the attention for the relevance of them, and leads to 

check each one of the four transfers thoroughly. Apparently, the Tottenham Hotspurs 

transfer seems to have no relevance and no impact on the result. The other three transfers 

have one common characteristic. They were fairly promoted by the news because they 

were unusual transfers. The two transfers from Manchester United were confirmed as deals 

at a club record fee at their respective time. And the transfer from Arsenal was considered 

to be the transfer of the youngest teen player at the highest amount of money in history; 

 

 Thirdly, continuing with the thorough review, the events are checked for possible noises 

affecting the result, but nothing is found. No announcement was reported, and no football 

match of the involved teams occurred close to the event dates; 

 

 Fourthly, the three relevant transfers that impact the results have positive abnormal 

returns. Thus, they affected the investors in a favorable way. 

 

Table 20. ‘Trade-to-Trade Approach’ - Results over time 

 
 

The results are computed over time in Table 20. Again, only the buying transfers are 

analyzed. The selling transfers are left apart due to the lack of events. From the results, a 

trend is identified in which the p-values of the buying transfers decrease towards 

significant levels in more recent years. This may be a sign of increasing maturity of 

investors and clubs when valuing football player as assets. It is important to remember that 

many clubs were delisted over the sample period. Only Arsenal and Manchester United 

remain listed until today. Thus this analysis may be also biased by the shrunk sample. 

 

Finally, the abnormal returns calculated by this approach are linearly regressed on selected 

variables in search of explanations for the results. From the six chosen variables, four were 
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already mentioned throughout this study. They are the value of the transfer, the period the 

transfer occurred (in or out of the season), the transfer type (buying and selling), and the 

average number of trading days between trades shown in Table 15, which is called 

liquidity here. The other two variables are added to check for other explanations different 

from the ones explored up to this stage of the paper. The variables are the position of the 

club in the EPL at the time, and the size of the club. 

 

The following regressions are estimated: 

 

𝐴𝑅𝑗0 = 𝛽. 𝑉𝑎𝑙𝑢𝑒 + 𝜀                                                               (17) 

 

𝐴𝑅𝑗0 = 𝛽. 𝑃𝑒𝑟𝑖𝑜𝑑 + 𝜀                                                             (18) 

 

𝐴𝑅𝑗0 = 𝛽. 𝑇𝑦𝑝𝑒 + 𝜀                                                               (19) 

 

𝐴𝑅𝑗0 = 𝛽. 𝐿𝑖𝑞𝑢𝑖𝑑𝑖𝑡𝑦 + 𝜀                                                          (20) 

 

𝐴𝑅𝑗0 = 𝛽. 𝐹𝑖𝑟𝑠𝑡𝐹𝑖𝑣𝑒 + 𝛽. 𝑆𝑖𝑥𝑡ℎ𝑇𝑜𝑇𝑒𝑛𝑡ℎ + 𝛽. 𝐸𝑙𝑒𝑣𝑒𝑛𝑡ℎ𝑇𝑜𝐹𝑖𝑓𝑡𝑒𝑒𝑛𝑡ℎ + 𝜀           (21) 

 

𝐴𝑅𝑗0 = 𝛽. 𝐵𝑖𝑔𝐶𝑙𝑢𝑏 + 𝛽. 𝑀𝑒𝑑𝑖𝑢𝑚𝐶𝑙𝑢𝑏 + 𝜀                                     (22) 

 

where ‘Value’ and ‘Liquidity’ are quantitative variables; and ‘Period’, ‘Type’, ‘FirstFive’, 

‘SixthToTenth’, ‘EleventhToFifiteenth’, ‘BigClub’ and ‘MediumClub’ are dummy 

variables. More in details, in equation (17), ‘Value’ is the value of the transfer at the time. 

In equation (18), ‘Period’ equals one if the transfer occurred during the season and zero in 

case of occurrence out of the season. In equation (19), ‘Type’ equals one if the transfer is 

of a buying kind and zero in case of being of a selling kind. In equation (20), ‘Liquidity’ 

represents the average number of trading days between trades for each club. For the 

equation (21), the EPL table comprising 20 positions is divided into four parts. If the club 

position at the time is one of the first five positions, ‘FirstFive’ equals one, otherwise zero. 

If the club position is between the sixth and tenth, ‘SixthToTenth’ equals one, otherwise 

zero. And if the club position is between the eleventh to fifteenth, ‘EleventhToFifiteenth’ 

equals one, otherwise zero. For equation (22), the clubs are categorized by size, according 

to the number of championship titles through history. If a club is defined as a big club, 

‘BigClub’ equals one, otherwise zero. If a club is set as a medium club, ‘MediumClub’ 

equals one, otherwise zero.  

 

Table 21: Regression: Transfer value on abnormal return 
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Table 22: Regression: Period of transfer on abnormal return 

 
 

Table 23: Regression: Type of transfer on abnormal return 

 
 

Table 24: Regression: Liquidity of club's stock on abnormal return 

 
 

Table 25: Regression: Club position in the EPL on abnormal return 

 

 

Table 26: Regression: Size of the club on abnormal return 

 
 

The Tables 21 to 26 show the results from the regressions. In summary, only one of the 

studied variables played a statistically significant role in the abnormal returns, the club 

position in the EPL. In Table 25, it is possible to observe that the first five positions of the 

EPL are quite relevant and present statistical significance at the 5% level. And the rest of 

the positions present statistical significance at the 10% level. Although the sample size is 

not large, these results are in accordance with numerous previous studies already 

mentioned in this paper, that relate the stock performance of the club to the sport 

performance. Concerning the other variables, none of them present statistically significant 

results, which means that none of the player transfer characteristics, such as value, period 

or type, explains the stock returns. The stock return of the clubs is neither related to the 

club size nor to the respective liquidity.   

 

4.3 Manchester United Case 

 

In order to get more information to enrich the results, the Manchester United case is 

created to investigate the investor reaction to the transfers of this club. The ‘Traditional 

Event Study Approach (3.1)’ is used here with no harm to the results, once the stocks are 

thickly traded. 

 

Trying to enlarge the sample in this case, new filters are set up with the initial information 

contained in Table 5. For this, only transfers of Manchester United in the period in which 
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the club was listed are considered. The dates the stock was listed can be checked in Table 

3. From here, no other treatment is made. This means that the period of +/- 3 days without 

any other transfers is not considered, enabling events clustering. However, this decision 

has not brought any significant result for the attempt of enlarging the sample. Actually, the 

only consequence of this decision is to bring five more transfers to the sample, which 

happened on the same date (they are highlighted in bold in the Table 27). These five new 

transfers cannot be treated as different events. Once they happen on the same date 

‘01/07/2004’, they cannot be separated. The only possibility brought with the new sample 

is the comparison between the days with one transfer and the day with five transfers. From 

here on, they are respectively called ‘one-transfer events’ and ‘five-transfer event’. 

  

Table 27.  Transfers of Manchester United when the club was listed, from 2004 to 2014 

 
 

Table 28. Manchester United Case - Number of events by number of transfers 

 
 

The number of events (sample) for comparison is summarized in Table 28, which shows 

eight events with one transfer and one event with five transfers. The results for abnormal 

returns are shown in Tables 29 and 30, and Figure 12. 

 

Table 29. Manchester United Case – Abnormal return for events with one or five transfers  

 
 

Table 30. Manchester United Case - CAR for events with one or five transfers 

 
      table continues 



 44 

        continued 

 
 

Figure 12. Manchester United Case - CAR for events with one or five transfers 

 
 

Highlighted in bold in Tables 29 and 30 are the significant p-values at the 5% level. Table 

29 shows that abnormal returns for events with more than one transfer on the event day are 

statistically significant, different from the events with only one transfer. However, this 

result does not hold for cumulative abnormal returns with an event window of +/- 20 days, 

as observed in Table 30. If the ‘five-transfer event’ really affected the stock price, this 

happened for a short time in the +/- 3 day-event window and then the price went back to 

normal. Nevertheless, the sample is way too small and therefore not sufficient for 
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definitive conclusions. Regarding the ‘one-transfer events’, despite not presenting any 

significant result for abnormal return in the day zero, the cumulative abnormal returns 

show some significant result from day 10 onwards. For a better understanding, the one-

transfer event analysis is continued. 

 

In the following, the eight ‘one-transfer events’ are classified in two categories to check for 

abnormal return, ‘Low value selling transfer’ and ‘High value buying transfer’. By 

casualty, all the low value transfers are the selling transfers, and all the high value transfers 

comprise only the buying transfers. The results are shown in Tables 31 and 32, and Figure 

13. Highlighted in bold, in Table 32, are the significant p-values at the 5% level. 

 

Table 31. Manchester United Case – Abnormal returns by amount of £ and type of transfer 

 

 

Table 32. Manchester United Case – CAR by amount of £ and type of transfer 
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Figure 13. Manchester United Case - CAR by amount of £ and type of transfer 

 

 

From the results, the two cases, ‘Low value selling transfer’ and ‘High value buying 

transfer’, do not show significant abnormal return on the event day. However, they present 

interesting results for cumulative abnormal returns. The ‘Low value selling transfer’ has 

significant results from day 9 onwards, which is quite strange that the event’s effect takes 

place only 9 days after the event day. Possibly, this is due to noise. The ‘High value buying 

transfer’ presents a more concrete and coherent result. The cumulative abnormal return 

becomes significant on the day -3 and remains like this until the end of the event window.  

 

In summary, the results allow the affirmation that only the ‘High value buying transfer’ 

tends to have a positive impact on investor’s expectations, thus supporting the results 

coming from ‘Event Study for Thinly Traded Stocks (4.2).  

 

CONCLUSION 

 

From previous papers it is known that investors in football teams are quite induced by their 

sentiments but also by rational expectations. The paper at hand deals in detail with the 

development of the football industry in England, mainly concerning regulation and 

management. From the financial management perspective, the configuration of players as 

important assets for clubs and their mandatory capitalization into the financial reports are 

stressed in the theory passage. Moreover, in the theory, much is explored about the value 

that this reported information would bring to the investor interpretation. All the uncertainty 

about the player output and the player’s valuation method brings up different 

understandings of the player’s fair value and risk. Added to this is the fact that the market 

for football player transfers is irrational, with rich clubs inflating the market and small 

clubs selling players to pay their ‘bills’. 
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All the theory covered in this work generates expectations for the results, and some of 

them are contradictory in some points. Choi et al. (2000) findings show that the market 

reacts positively to reported intangible assets, which might lead to a positive expectation 

on the capitalization of players contracts. In contrast, Amir and Livne (2005) utter doubts 

about the market capitalization of football players when they find weak relation between 

intangibles and future benefits on the UK football industry.  

 

The event study results concerning the research questions allow the following indications: 

 

 First, in general, the stocks of the English football teams present low liquidity with 

numerous zero and non-zero returns. As consequence, the results are non-normal return 

distributed, invalidating the use of the ‘Traditional Event Study Approach (3.1)’. The only 

club to present high liquidity is Manchester United, and its case is studied apart. The 

‘Trade-to-Trade Approach (3.2)’ solves the low liquidity issue for the other clubs;  

 

 Most of the transfers do not impact on the clubs’ stock price. Impacts can only be noted 

in the buying transfers when the fee paid is high. In this case, the p-values of abnormal 

returns tend to gain significance when the value of the transfer increases; 

 

 The recent years present more relevant results than previous years, maybe this is a sign 

of increasing maturity and the gaining of knowledge of investors in football clubs; 

 

 The effect on clubs’ stocks when a club buys a player at a high value tends to be 

positive.  

 

Apparently, the ‘eyes’ of investors are distorted giving the type and the magnitude of the 

transfer. The stocks have presented abnormal returns only in the cases that the clubs have 

bought players at high values. The investors still seem to be purblind to the other kinds of 

transfers, which suggests that there is a behavioral influence behind the stock movements. 

 

Moreover, in accordance with numerous other studies, regression analyses have shown 

sport performance as the main driver of clubs’ stock performance. Player transfers proved 

to have no importance on the stocks’ guidance. 

 

Regarding the methodology, a solution for the problem with thinly traded stocks in event 

studies, which does not harm the results, is found. The biggest threat to the found results 

may be the sample size. Unfortunately, the sample shrank dramatically due to the initial 

assumptions that were made to restrict the study, and also because of the methodology 

requirements to make the calculations more consistent. This means that the results are 

possibly biased by the sample size.     
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Finally, the enlargement of the sample in order to avoid biases is suggested for future 

research. The advice is not to restrict the sample to only one country or league division, as 

done in this work. The methodology is consistent but requires several sample cuts. 

Therefore, the larger the sample size, the smaller is the damage caused by the required 

sample cuts. 
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Appendix A:  
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