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Abstract
The objective of this article is to explore the effect of the national soccer team’s victory in the
FIFA World Cup on the winning country’s tourism. To test the generalization of the empirical
results found so far, the four editions with available data since the 90s are analyzed. The conclusion

shows that no generalized significant effect is identified, with the exception of the 2010 edition.
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A GENERALIZATION OF THE FIFA WORLD CUP EFFECT

The objective of this article is to test the generalization of the empirical result found by Nicolau
(2012) for the 2010 FIFA World Cup, where the victorious team brought about an increase in the
tourism market value of the winning country. To accomplish this generalization, all the FIFA
World Cups with available data since the 90s have been analyzed to find their effect on the winning
country’s tourism.

In general terms, the link between soccer results and the global market value is inconclusive
(Geyer-Klingeberg et al., 2017). These authors suggest that the relationship between soccer match
results and stock market returns is explained by two theories: in line with neoclassical finance
theory, investors are rational and operate under the efficient market hypothesis; consequently, if
winning a soccer match leads to an increment in the market value, it is because they expect an
augment in revenues derived from, for example, merchandise sales or broadcasting contracts.
Alternatively, behavioral finance theory posits that investors’ reactions can be due to mood
changes, such as the ones felt after a soccer game (sports sentiment hypothesis).

The empirical applications have normally used a national stock market index to measure investors’
reactions. However, the idea that winning a championship leads to an increase in cash flow of the
firms included in this stock index is not easy to defend; that is why the literature justifies the
existence of abnormal returns -if any- after soccer games of national teams through the “investor
sentiment” (Edmans et al., 2007). In a recent and comprehensive review, Geyer-Klingeberg et al.
(2017) analyze the studies that have dealt with the relationship between stock market behavior and
soccer matches. Using a meta-regression analysis, these authors find that the effect of national
teams’ victories is non-significant; thus, the hypothesis that stock markets are influenced by the
sports sentiment is not supported.

While the effect of a World Cup’s victory on a general economic performance (e.g. the market
value) is hard to justify in terms of the temporal increments in merchandise sales or broadcasting
contracts (obviously, beyond the potential benefits obtained by the sponsoring firms linked to the
national team), there are some industries that can be influenced by this victory through
enhancement in some intangible elements such as brand knowledge. Based on this notion, Nicolau
(2012) finds that the victory of the Spain’s national team in the 2010 FIFA World Cup led to an

increase in the Spanish tourism market value; this study uses Associative Network Memory Theory



to propose a conceptual model that links sports performance to tourism market value returns.
Considering that the connection of the winning team to the destination brand is very high (note
that the team’s name is the country’s name), and that the World Cup receives massive media
coverage with much hype around the globe, the brand knowledge enhancement of the country as
a destination is remarkable. The brand is evoked more frequently, increasing brand awareness (via
brand recognition and brand recall) and boosting brand image (via favorable and unique secondary
brand associations) (Keller, 1993); thus, the likelihood of the country being included in an
individual’s vacation consideration set and being chosen as destination increases. Consequently,
as the destination name -gaining brand knowledge- acts as the umbrella brand of individual tourism
firms, their market values should reflect this positive effect.

Nicolau (2012) also shows that the increment in returns in the 2010 winner’s market value is not
driven by the sports sentiment hypothesis, and this result is confirmed by Vieira (2012) who
generalizes the lack of evidence of this hypothesis for all the participants and all the games during
the 2010 FIFA World Cup. Therefore, any abnormal returns found are not due to a change in
investors’ mood resulting from soccer matches outcomes (dismissing the behavioral finance
approach), but rather by rational expectations (according to the neoclassical finance approach).
Based on this evidence suggesting a relationship between winning the World Cup and the tourism
market value of the winner’s country, this study explores a potential generalization of this result
by analysing a series of FIFA World Cups.

To do this, the event study methodology is applied to the daily returns of tourism firms’ shares in

the stock market. The market model is used, so that the price returns of the shares of firm i on day
t (Rif) are expressed as R, =a, + SR . +¢&, with Ry being the returns of the market portfolio on
day t; o; the returns of the shares of company i, which are independent of the market; S; the
sensitivity of the returns of share i to variations in market returns; and &; a random disturbance.

Daily abnormal returns (4R) for each firm are obtained as AR, = R, — (&, + f3,R,,) where &, and

B . are the GARCH parameter estimates for a period 7 of 138 days before the event (this number

of days is determined by the data availability: one of the firms does not have data beyond this
threshold; but there are still a reasonable number of data points for the estimation period). To
analyze the significance of the effect of winning the World Cup on the share prices of a firm, the

Brown and Warner (1985) test is used.



In the data collection process, we first identify the national tourism firms trading in the stock
market of the winning country, basically hotel chains and airlines. The Bloomberg database is
used. The event day is defined as the first trading day after the victory. Since the 90s, complete
data have been found for the years 1998, 2006, 2010 and 2014. Brazil won in 1994 and 2002, but
no hotel or airline common stocks were found in the database trading at the time in that country.
In any case, before the 90s it is hard to think of this potential effect without today’s
communications'. The resulting sample consists of 19 firms: 6 from France, edition 1998; 4 from
Italy, 2006; 4 from Spain, 2010; and 5 from Germany, 2014.
The length of the event window is defined by two days before and after (-2,4+2) the final match.
While the reaction, if any, is obviously to take place after the final match, we explore the reaction
two days in advance because of the fervor during the pre-match days (potential appearance of the
investor sentiment before the final match).
Table 1 shows the results of the World Cup editions analyzed. The Brown and Warner test does
not present any significant value for each of the five days of the event window. Still, Sorescu et al.
(2017) suggest examining the determinants of abnormal returns even if their average is not
significantly different from zero, as this could detect subgrups of firms for which the average
abnormal returns are significantly different from zero (despite the fact they are not so for the entire
sample). Accordingly, we analyze the differences among the World Cup editions for the five days
of the event window through an Anova analysis, and find that the only day in which there are
significant differences at 0.01 is the event day (day 0), that is, the first trading day after the final
game. When the abnormal returns for this event day across editions are observed, only the 2010
World Cup presents a positive effect on the tourism market value.

Insert Table 1 about here
The conclusion is evident: no generalized significant effect of the FIFA World Cup is found, with
the exception of the 2010 edition. As there does not seem to be a sport sentiment reaction, and
investors behave rationally, it would be relevant to find out what makes the Spanish case special
in the sense that it was the only edition that generated significant abnormal returns for the firms’
tourism market value. Likewise, it would be important to figure out why no effect is found in the

other editions. For further research remains an analogous analysis for individual clubs (rather than

!'In fact, the World Bank report shows that in 1995 the international tourism flows measured by the number of arrivals
was around 500,000 million people while in 2015 was about 1,200,000 million people.
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national teams) and the impact on the regions where they are located. Also, note that two days
before the final match, there seems to be a marginally significant positive effect (p-value<10%).
The financial literature shows evidence against the sports sentiment hypothesis after the final
match, but this sentiment could also emerge after the semi-final. In this study focused on the
tourism industry with national teams, no fully significant effect is found for the sentiment
hypothesis, but further exploration would be worthwhile in the context of clubs and regions (which
in turn are tourism destinations).
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Table 1. Abnormal returns of the World Cup editions

Day Statistical significance of abnormal
returns in the event window

Differences among World
Cup’s editions for the
event window

Abnormal returns for the event day
(day 0) among different editions

Abnormal Brown and (Anova) Year Abnormal returns
returns Warner test on the event day

1.8026 1.255

-1 0.0074 (p-value=0.0715) (p-value=0.359) 1998 -0.0026
1.5852 0.525

2 0.0072 (p-value=0.1129) (p-value =0.672) 2006 -0.01657
0.3087 5.457

0 0.0022 (p-value=0.7575) (p-value =0.010) 2010 0.04338
-0.9076 0.092

! -0.004 (p-value=0.3641) (p-value =0.963) 2014 -0.0099

5 0.0074 -0.3564 2.102

(p-value=0.7215)

(p-value =0.143)




