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Abstract
This study examines a comprehensive data set of all terrorist activities that directly affected Americans between 1973 and 2003, exploring the reaction of hospitality stocks to these events. Hospitality stocks’ returns following terrorist events are well in excess of those experienced by the rest of the stock market, beating the market by 10 to 15 percent per annum. These results persist despite controls for the type of event, number of casualties, location of the event, changes in market risk, and resulting impacts on room demand and average daily rates. The most severe one hundred events, after an initial negative reaction, are followed by returns nearly four times larger than those of the average event. Findings are consistent with sentiment playing a substantial role in hospitality stock returns.
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Summary:
[bookmark: _GoBack]This research seeks to explain the response of stocks of hospitality to terrorist attacks. With the incorporation of an extensive data package, we can measure the reaction of the hospitality industry to all types of events, small or large. This research discusses the reaction of reserves of hospitality to these events and examines a comprehensive set of data on all of the activities that directly affected Americans between 1973 and 2003. The profit from hospitality securities after terrorist events significantly exceeds that of the rest of the stock market with an average revenue drop of 10-15%. Notwithstanding restrictions over the type of event, number of casualties, the position of the case, shifts in risk to the market, and repercussions for competition in rooms and average daily prices, these findings remain.

Conclusion
This study seeks to describe the reaction of hospitality stocks to terrorist attacks. By incorporating a comprehensive data set, we are able to gauge the hospitality sector’s reaction to all kinds of events—big or small. We find, contrary to the preponderance of the literature that hospitality stocks respond positively, exhibiting returns that significantly exceed those on non-event days and those of the general stock market. In general, this reaction is more positive for larger events than small ones, despite the fact that larger events potentially have larger macroeconomic impacts. Results imply that stock responses reflect positive investor sentiment and that this sentiment outweighs any real economic impact. If terrorists intend to damage the nation’s psyche through their acts, these results show that they fail to do so, indeed eliciting the opposite response. 
In this study, we use stock returns and ADRs as measures of public sentiment toward hospitality stocks and travel in general. We acknowledge that stock return is an imperfect measure of sentiment that is affected by a number of factors. However, we are not aware of another measure of sentiment in the hospitality industry that we can apply or that spans the period of study we investigate. Moreover, we do not explicitly track the amount of media coverage and publicity attributable to each event and how that might affect stock responses. Ostensibly, larger events will have more coverage, perhaps explaining the larger return response. It remains to be determined how our relatively short-term reaction dovetails with existing findings (albeit generally not applied to the United States) regarding long-term macroeconomic affects. How does one reconcile what seems to be a persistent forty days of positive returns with longer-term effects? Moreover, is there is something special about U.S. investors that generates this response, and would the same effect be evident in other stock markets?
After all, the preponderance of the literature is relevant in an international context, not necessarily in the United States.
Finally, the difference in the way that luxury properties and economy properties seem to respond is interesting and deserves additional attention. It may be interesting to limit event returns to those of hotel companies only so that a direct comparison with ADR is more accurate. While our goal here is to document stock reactions following events, an exploration at the property level and of consumer behavior may also be fruitful as we try to understand the totality of how the hospitality industry responds to terrorism.
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