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Abstract
Does fake news in financial markets attract more investor attention and have a significant impact on stock
prices? We use the SEC crackdown of stock promotion schemes in April 2017 to examine investor
attention and the stock price reaction to fake news articles. Using data from Seeking Alpha, we find that
fake news stories generate significantly more attention than a control sample of legitimate articles. We
find no evidence that article commenters can detect fake news and Seeking Alpha editors have only
modest ability to detect fake news. However, we show that machine learning algorithms can successfully
identify fake news from linguistic features of the article. The stock market appears to price fake news
correctly. While abnormal trading volume increases around the release of fake news, the increase is less
than that observed for legitimate news. The stock price reaction to fake news is discounted when
compared to legitimate news articles.

Dr Hailiang Chen is interested in the research areas of social media, fintech, multichannel management,
business analytics, venture capital, entrepreneurship, mobile commerce, economics of information
systems, and design science. His research has been published in elite business journals in information
systems, finance, and management, including Information Systems Research (ISR), Journal of Management
Information Systems (JMIS), Management Science (MS), Review of Financial Studies (RFS), and Strategic
Management Journal (SMJ). His research received media coverage in outlets such as Wall Street Journal,
Forbes, New York Times, Reuters, Seeking Alpha, TechSpot, and so on.
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