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A Study of the Effects of Stock Option on Firm's

Performance
Yeon-Soo, Shin*

Abstract

This study is to test the influence of stock option granting information on the firm's
performance. The important issue in stock option is that agent cost is the important determinant
factor for the long term performance. The agent cost arises between the manager and shareholders.
So many study are concentrated in diminishing the agent cost, and develop some substitute tools to
meastre the agent cost

The event study about stock option analyzes returns around event date at a time. Event study
provides estimation periods and cumidative returns, Annotncements about stock option are generally
associated with positive abnormal returns in short term period, but not showing positive effect in
long term period It is important fo investigate the responses of stocks to new information
contained in the annotncements of stock option. Therefore it is important to study the Iong term
performance in the case of stock option. The event time portfolio approach exists the CAR model
BHAR model and WR model And the calendar time portfolio approach has the 3 factor model, 4
factor model, CTAR model, and RATS model. This study is forced to develop and arrange two
approach method in evaluating the performance, the event time portfolio approach and calendar time
portfolic approach

Key Words stock option, firm’s performance, agent
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