MRS O 1% S =9E(2008. 9), 79~109

FAZATAS} A%

(@) o

L /|

H )3 4 A B (Asymmetric Information)ol]l <713+ A1 7}4
Majluf, 1984 5), f45A FAI7F 7197F2]0l =
Azxskal ok g = g?o}ﬂ A F7A] 78
s ¥
744 Bhell A
AFE o

A3

A 014
RS |

HqRg

Al

T

)
2

=5
N
Ry
O

i

o

o dlo
=

o o g

o,

KOSPI200 Oﬂ

)
_?L

%J
Xy

>,

ik
o ez Ko
2
i)
i
)
_|EL

jsic2
o
!

N

—_-~
%A
.o

oX

ol
>,
>,

}EH 20006 149 19445 20051 12€ 31
&0 wel L5kl bR 7=

A >~0
- Ege

Al ZJHT’% = H 28

e

Q)
=

A=)
=

ek S gATER vk

2 eyl aev AR EsA ag
&3k 719 HaAoR FAAA
HQl ke 7]Eke] KOSPI 7194
TAA T FrketEg Hol A
HEA el A e AFEAE g
1 g7 ere Fop7t dEdte
Apolz Al e
Zunt TGN FAAA
Hd Aoz oAAE ¢

Q)
P AR Aol

t

12 fFdsAa

120084 088 04
-mail : hcchung @hanyang.ac.kr

=EAEEY

o

120084 08¥ 25¢



80 M sy B g%

1.4 &

NGES ALe AT FRE Astel FUIAY, AN TR 2 GO}
R, B AT A7) Aol o

Shal
F7b Q%A AL A 32] FAAel A ol

e &2 o
N

rlr
BN
i)
=

(o3
rh
rlo
kl
o
a2
o,
2
-
=
oo
N
X
fu
¢

Q3] 719 AF-4 7 (financial distress)oll #-=] A
A}

2 992 4 drk M V1S A AARABTE £4 59 2L o RE
YHoR zUu Gl Ee AV ARE Bal ARATL 2BF S flE 4Pl ¥
we s gl

-+ 2(Optimal Capital Structure)24 ¥ QA= o] &3] o] FojA gt} o] &4 AT
o oatH fdEAe] AAe] 7197kl ()9 Fs mHva FEsE JEIPE
(Information Hypothesis), 7F4 %7} (Price Pressure Hypothesis), o] A &-uf 714
(Redistribution Hypothesis)s©l 3L, f45Ae] 242 2318 797k ol (+)<] <

L

S n Atk F4sl= F217] 3] 7F4E (Investment Opportunity Hypothesis)©o] 91thD

At 4
AT Avs B vl s fdsAke SA7E A - w1 R Fobe] of
FFE ATHE Wgo] dFEelttd vk 3hare] e SANAAAE F7F A
2Rt oot Ha, AAF 5 A7IHeRE g At S shetehe
dgol WERA mlare] FAANE e AR e A7t RS oA ol
& dold A AR o, F AFFALHA gloiM AnkgRe A7prae]
2] s F2 e Aie

)3 FFATF ol Fol A M T
o

(o,
Jo 12
ogl_t"
2
~
(o,
(ot
=

AsAet #EE 7P E FoA vlFe] = vlUA A B (Asymmetric Informa-

tion)ol] <AT AH 7 28 (Ross, 1977, Myers and Majluf, 1984 %), 4354t

1) Modigliani-Miller(1963), Scholes(1972), Merton(1974), Galai and Masulis(1976), Ross(1977), Smith
and Warner(1979), Myers and Majluf(1984), Miller and Rock(1985), MeConnell and Muscarrella
(1985) & %=

2) Asquish and Mullins(1986), Masulis and Korwar(1986), Eckbo and Masulis(1992), Spiess and Affleck-
Graves(1995), Rangan(1998) 5 Z*%.

3) Z&aA(1988), 73], A4 #(1993), HAW(1994), A1-831(1995), &92(1996), &4 4(1999), 1%z, BF
4=(2000), 7], FEA2000) T F=.
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KOSPI 4% 7141 & KOSPI2000) <3t 7 l?iﬂr 1%?—%1 B 71%3—% = 7he] Ak
KOSPI2003} KOSPI etc® Wyl AR EEAQ Aolo we fATAanlE B3t
ATkd o) HH F ek Afolol] R EEA Ao|7t A& Ao G olfE V]
Ao FNE AB AA/ /U2 ERA(information richness)oA z}o]7t ¢l& Ho=R

A 7] wEolt} ojn] W M3PAFo ] HH O 3 l"@r/‘é(1r1formalton richness)¢] o

SAE 7|9 ETF Wol &850 11 ARAS AFEUTS dF , A Aol
Fofstal Qe FAAbe AETHE EH"LOE AT ZALE AAIEH, Chuhar1(l994)o Al
&t A B (limited information)”7t A gkl F-5dZ A<t A €=l E.—X}Z}A o] m A m}
A FApe] 7 2 A s weuilen, olelgh A= rEIF Al 5] B8
7190l FAgro 2N sjAad & ki FAskAh webA 719 qrRelA 2 Abe]
£ Holx ¥ T FEFG o HRFEEAF Aol AS AeolEha 7HgsSth

olg gt Elo A-HA FHH FAl AT sk AR AEIE 71H7HA
o drpy g§&AoR wEerte AYEoRs Sl FAANEY F4Y 284

4) % KOSPI200#+ KOSPI etco] A AEE&A 4L Hro AT2 AL A tgFojdok & Aol o
ZIME oA AFE vhd SASY FAAHoR F o (b AREEAF AL s AeRE TP E

5) Kang and Stulz(1997), Bailey and Jagtiani(1994), Bailey, Chung and Kang(1999), Christoffersen,
Chung and Errunza(2006) % .



82 W Hsh B g%

1 R B ol el

=

A 17} (Information Hypothesis)oll &3H WHEZH G217 - Ex2 BT 714 <]
WAZER el gk RO -9lel Qdvkal 7Hgsta, FERY Amxdo]l B A
BGA = WAl vl A7EA7F B 2 wel vt AFE weleta g2 Al7FR
o YAZEAZE O Eoha A4 dde AAS wesithes Fodolth mekA] AlF9
e Frke F()9] JEgFS Tkl TS H(Ross, 1977, Myers and Majluf, 1984,
Miller and Rock, 1985). Scholes(1972)el 2]a] ® % 7}24 ¥ (Price Pressure Hypo-
thesis)oll =W FA5ael] WE FA59 F
t}. @R 714 (Leverage Hypothesis)ol] o3l F4Z212
AW A& F2A7A Hed ols HAA SHolA EfIAE Y] AlesdEay) iz
F7b EAHo =z Z&strt= FFolth(Modigliani and Miller, 1963). B=gk
He A Has AA f3dS FolFH 71977 dAstva 7Hgetd A F5
o] BUt #aste a2 Yeidus o2 Ho| &)/ (Redistribution Hypo-
thesis) 2% &t} (Merton, 1974, Galai and Masulis, 1976, Smith and Warner, 1979).
MeConnell and Muscarrella(1985)7} F=33l= F2}7]3] 714 (Investment  Opportunity
Hypothesis)oll et F21713]7F 352kt dde Anj&s 5538 e ntsitt

g o FASATE o] FoARR Frle K)o FFS Erhe Aotk

Z

2. f45A R e AFAT

WFAGA A fPFA BALNE FAG QTES PR PR Z0E A

6) =43 FT&4XN7H4 (semi-strong form efficiency market hypothesis) : o® TR = F7HF o7
o] 7heet oW AHH (A, A FANE o8t AHKHQL 295 AS A& F = AGGE



3lal 9tk o] & E9] Mikkelson and Partch(1986), Asquith and Mullins(1986), Masulis
and Korwar(1986), Kalay and Shimrat(1987), Dierkens(1991), Spiess and Affleck-
Graves(1995), Rangan(1998) &< WAZ F5A FAIY A oF 2~3%<] <3t
=) 2HRFAES WL e Ao BT W AgdTES diE <k
1>8] Aol A B npel ho] wl=i} ge] FAAF ] g Eo] oAl (+)
o] F& A= Ao® BHusa k. ZFEaA(1983) 1934 o] & FASAE AAE

8971 71 A sklaL, 73], AAHA1993) Al

<Table 1> Summary of Previous Studies of Seasoned Equity Offering Effects in Korean Market

Abnormal Returns during Abnormal Returns after
Studies Announcement Announcement

Periods Abnormal Returns Periods Abnormal Returns
Kang(1988) -49~0 Significant (+) +2~+4 insignificant (-)
Ku and Chung A N _ N B
(1993) 6~+2 Significant (+) +5~+8 significant (-)
Kim(1994) -1~+2 Significant (+) +3~+20 insignificant (=)
Shin(1995) -1~+1 Significant (+) n/a
Yun(1996) 0~+1 Significant (+) n/a
Kim and e
Shin(1999) 0~+1 Significant (+) n/a
Yoon(1999) -1~+1 Significant (+) +4~+5 significant (-)
Kho and Park C e
(2000) 3~+1 Significant (+) +3~+8 significant (-)
Kim and Kong o C
(2000) 2~+2 Significant (+) n/a
Shim and Ahn C .
(2005) 30~0 Significant (+) +1~+10 significant (-)

Note) This summary is from Shim, Dong-Suk and Ahn, Chang-Ho(2005).
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<Table 2> Yearly Number of Sample Firms Announcing Seasoned Equity Offering

This table shows the yearly number of SEO announcing firms in each group. Sample firms are
divided into two groups : KOSPI200 consisting of sample firms from KOSPI200 firms and KOSPI_
etc. with the rest of the firms.
2000 2001 2002 2003 2004 2005 total
KOSPI 200  3(7.9%) 2(6.3%) 7(184%) 6(15.8%) 11(28.9%) 9(23.7%) 38
KOSPI etc  24(28.6%) 15(17.9%) 13(155%) 17(20.2%) 5(6.0%) 10(11.9%) 84
total 27 17 20 23 16 19 122

T3 FATAE AN 7I9EY] A B2 obuleh 2k 22789 Aol 2 A
[e]

<Table 3> Industrial Distribution of Sample Firms

This table shows the industrial distribution of sample firms.

Industry list KOSPI200 KOSPI_etc Total
General Construction 2(5.3%) 7(8.3%) 9(7.4%)
Financial Business 3(7.9%) 5(6.0%) 8(6.6%)
Machinery and Equipment 3(7.9%) 4(4.8%) 7(5.7%)
Insurance 4(4.8%) 4(3.3%)
Mining of Non-metallic Minerals 2(5.3%) 1(1.2%) 3(25%)
Services Activities 5(6.0%) 5(4.1%)
Textiles and Sewn Wearing apparel 1(2.6%) 5(6.0%) 6(4.9%)
Other Transport Equipment 5(13.2%) 5(6.0%) 10(8.2%)
Auxiliary Transport Activities 3(3.6%) 3(2.5%)
Transport 3(7.9%) 10(11.9%) 13(10.7%)
Food Products and Beverages 1(2.6%) 5(6.0%) 6(4.9%)
Medical, Precision and Optical Instruments 1(2.6%) 1(1.2%) 2(1.6%)
Manufacture of Major Drugs 2(5.3%) 4(4.8%) 6(4.9%)
Electricity, Gas, Steam and Hot Water 1(2.6%) 1(0.8%)
Electrical Machinery and Apparatuses 6(15.8%) 4(4.8%) 10(8.2%)
Computer and Related Activities 1(2.6%) 1(0.8%)
Other Manufacturing 2(2.4%) 2(1.6%)
Wood, Paper and Paper Products 5(6.0%) 5(4.1%)
Securities 1(2.6%) 3(3.6%) 4(3.3%)
Mining of Metal Ores 2(5.3%) 2(2.4%) 4(3.3%)
Telecommunications 1(2.6%) 1(1.2%) 2(1.6%)
Chemicals and Chemical Products 3(7.9%) 8(9.5%) 11(9.0%)

Total 38 34 122




vpxero e AlE7IYge] 7 AT EE ofgel 2k

<Table 4> Simple Comparison between KOSPI200 and KOSPI_etc

This table compares various aspects of firm characteristics between KOSPI200 and KOSPI_etc sample
firms. It covers the average values of total asset, aggregated value of listed stock, trade value, trade
volume, total sales and net income, liabilities ratio, financial leverage, operating income growth rate,
ROE, total assets turnover.

Average KOSPI200 KOSPI_etc T-test
Total Asset” 5,889,915 297,177 2.538(.00)
Market Capitalization” 2,074,695 91,268 3.254(.00)
Trade Value® 15,205 1,533 2.551(.02)
Trade Volume 3,572,497 677,841 1.175(.25)
Sales” 2,832,861 220,212 3.178(.00)
Net Income” 176,235 1,576 1.96(.06)
Liabilities Ratio(%) 161.38 195.21 -.962(.34)
Financial Leverage(times) 6.27 13.30 -4.000(.00)
Operating Income Growth rate(%) 86.18 58.39 1.037(.30)
ROE(%) 5.26 -2.87 1.846(.07)
Total Assets Turnover(time) .89 91 -.153(.88)

Note) " :in millions of Korean won.
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[Figure 1] CARs of SEO firms in KOSPI200 and KOSPIL etc

This figure shows CAR(Cumulative Abnormal Returns) around SEO(seasoned equity offering)
announcement day. The CAR is estimated by the market-adjusted model. KOSPI_all covers all the
sample firms from KOSPI firms. KOSPI200 indicates sample firms from KOSPI200 firms and the
rest sample firms are included in KOSPI_etc. The X axis shows trading days and the announcement
day is set to zero. The Y axis shows daily CARs.
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A 1T FAEA FA 4Y A~ SR FAL(E = -4~0)
A 27 FFTA FA 1Y T~ A FA 5Y F(t = +1~+D)
A 3T FATA FA 1Y F~7FT A FA HBY F(t = +1~+25)



R;= a;+ X Duml+e, 1)
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<Table 5> SEO Announcement Effect : -4~0 days

Ml : R, = a;+ BXDuml+ e,
MI_1: Ry= o+ B X Dum 1+ By X Dumop+ €,
M1 2 : Ry,= a;+ B, X Duml+ B, X Dum,,.+ €,

ete

The panel regressions are performed using daily logarithmic returns(=ln(P,/P,_,)) of firms from
KOSPI_all, KOSPI200 and KOSPI_etc. KOSPI_all covers all the sample firms from KOSPI. KOSPI
200 indicates sample firms from KOSPI200 firms and the rest sample firms are included in KOSPI_
etc. Data covers from Jan. 2000 to Dec. 2005. Ry is the logarithmic return for asset i at time t. The
announcement date is set to t = 0. Duml is a dummy variable that takes on the value one in each of
the 5 days before and including the SEO announcement day of all the sample firms. Dumopo(Dumee) is
a dummy variable that takes on the value one in each of the 5 days before and including SEO an-
nouncement day of KOSPI200(KOSPI etc) sample firms only. a; measures the average daily return
for asset i before announcement and 3 measures the average daily abnormal return during the 5-day
announcement period across all the firms. The abnormal returns for M1_1 and M1_2 are measured
by B1+820 in the case of KOSPI200 sample firms, and B1+f8ec in the case of KOSPI_etc sample
firms. t-statistics based on heteroskedasticity-consistent (White) standard errors are reported in

parentheses.
Coefficient M1 Mi1_1 M1_2
P 0.0046 0.0077 -0.0023
: (2.29) (3.19) (-0.63)
3 -0.0100
200 (-2.30)
5 0.0100
etc (2.30)
No. of Cross-sections 122 122 122

No. of Observations 211 211 211
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<Table 6> SEO Announcement Effect : +1~+5 days

M2 : R,= a;+ B, X Duml+ B,X Dum2+ e,
M2_1: Ry= a;+ B, X Duml+ B, <X Dum2+ B4y X Dumyy+ €
M2.2: R,= a;+ B, X Duml+ B,X Dum2+ f3,,.X Dum, + e

The panel regressions are performed using daily logarithmic returns(=in(P,/P;_,)) of firms from
KOSPI_all, KOSPI200 and KOSPI_etc. KOSPI_all covers all the sample firms from KOSPI. KOSPI200
indicates sample firms from KOSPI200 firms and the rest sample firms are included in KOSPI_etc.
Data covers from Jan. 2000 to Dec. 2005. Ry is the logarithmic return for asset i at time t. The
announcement date is set to t = 0. Duml is a dummy variable that takes on the value one in each of
the 5 days before and including SEO announcement day of all the sample firms. Dum2 is a dummy
variable that takes on the value one in each of the 5 days after the SEO announcement day of all
the sample firms. Dumay(Dume) is a dummy variable that takes on the value one in each of the 5
days after the SEO announcement day of KOSPI200(KOSPI_etc) sample firms only. «; measures the
average daily return for asset i before announcement and B2 measures the average daily abnormal
return for 5 days after announcement across all the firms. The abnormal returns for M2_1 and M2_2
are measured by Aotf200 in the case of KOSPI200 sample firms, and g2t e in the case of KOSPI_
etc sample firms. t-statistics based on heteroskedasticity—consistent (White) standard errors are re—
ported in parentheses.

Coefficient M2 M2_1 M2_2
5 0.0046 0.0046 0.0046
! (2.28) (2.28) (2.28)
3 -0.0067 -0.0107 0.0021
: (-3.35) (-4.42) (057)
5 0.0127
200 (2.94)
5 -0.0127
ete (-2.94)
No. of Cross—sections 122 122 122
No. of Observations 216 216 216
<Table 6>¢] # JJr—% AR A (2)-19 A3 FAEA AR A 27T JFF
S 17X = Dum29 74] -0.01070.2 A2 9% A w93t 237 =EH %,
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B aeetd FAS F 5 b FUF W 1.00%P(= (-1.07% + 1.27%) x5)
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Ry= a;+ B, X Dum1+ B, X Dum3+ Bogy X Dummigg+ €, 3)-1

R, = a;+ B, X Duml+ (45X Dum3+ 8, X Dum,,+ €; (3)-2

etc

<Table 7> SEO Announcement Effect : +1~+25 days

M3 R,= a;+ B, X Duml+ 83X Dum3+ ¢,
M3_1: Ry= a;+ B, X Duml+ 43X Dum3+ By X Dumayg+ €,
M3_2: Ry= a;+ B, X Duml+ B,X Dum3+ B, X Dum,+ €;

The panel regressions are performed using daily logarithmic returns(=In(P,/P;_,)) of firms from
KOSPI_all, KOSPI200 and KOSPI_etc. KOSPI_all covers all the sample firms from KOSPI. KOSPI200
indicates sample firms from KOSPI200 firms and the rest sample firms are included in KOSPI_etc.
Data covers from Jan. 2000 to Dec. 2005. Rit is the logarithmic return for asset i at time t. The
announcement date is set to t = 0. Duml is a dummy variable that takes on the value one in each of
the 5 days before and including SEO announcement day of all the sample firms. Dum3 is a dummy
variable that takes on the value one in each of the 25 days after the SEO announcement day of all
the sample firms. Dumog(Dume) is a dummy variable that takes on the value one in each of the 25
days after the SEO announcement day of KOSPI200(KOSPI_etc) sample firms only. «; measures the
average daily return for asset i before announcement and B3 measures the average daily abnormal
return for 180 days after announcement across all the firms. The abnormal returns for M3_1 and
M3_2 are measured by gs3t+3200 in the case of KOSPI200 sample firms, and #3+8ec in the case of
KOSPI _etc sample firms. t-statistics based on heteroskedasticity—consistent (White) standard errors
are reported in parentheses.

After 10days After 15days After 20days After 25days
Coefficient M3 M3.1 M3.2 M3 M31 M32 M3 M31 M32 M3 M31 M32

0.0046 0.0046 0.0046 0.0046 0.0046 0.0046 0.0046 0.0046 0.0046 0.0046 0.0046 0.0046
(2.28) (2.28) (2.28) (227) (227 (2.27) (227) (2.27) (2.27) (2.27) (2.27) (2.27)

-0.0057-0.0081 -0.0002 -0.0065 -0.0087 -0.0019 -0.0047-0.0065 -0.0009 -0.0045-0.0057 -0.0019
(-3.93) (-4.68) (-0.09) (-5.50) (-6.04) (-0.88) (-4.54) (-5.14) (-0.48) (-4.77) (-5.01) (-1.11)

By

B

; 0.0079 0.0068 0.0056 0.0038
P (2.54) (2.64) (2.47) (1.88)
; -0.0079 -0.0068 0.0056 0.0038
Pete (-2.54) (-2.64) (2.47) (1.88)
No. of
Cross- 122 12 122 122 122 12 122 12 122 12 122 12
sections
No. of

Obser- 221 221 221 226 226 226 231 231 231 236 236 236
vations
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<Appendix 1> SEO Announcement Effect After Controlling for Market Movement : -4~0 days
R,y = a;+ By XDuml+ B 00 X8,
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The panel regressions are performed using daily logarithmic returns(= In(P,/P,_,)) of firms
from KOSPI_all, KOSPI200 and KOSPI_etc. KOSPI_all covers all the sample firms from KOSPIL
KOSPIZ200 indicates sample firms from KOSPI200 firms and the rest sample firms are included
in KOSPI_etc. Data covers from Jan. 2000 to Dec. 2005. Ry is the logarithmic return for asset i
at time t. Ry is the logarithmic market return at time t. The announcement date is set to t =
0. Duml is a dummy variable that takes on the value one in each of the 5 days before and
including the SEO announcement day of all the sample firms. Dumap(Dumee) is a dummy
variable that takes on the value one in each of the 5 days before and including SEO anno-—
uncement day of KOSPI200(KOSPI _etc) sample firms only. o, measures the average daily return
for asset 1 before announcement and 3 measures the average daily abnormal return during the
5-day announcement period across all the firms. The abnormal returns for M1_1 and M1_2 are
measured by g1+820 in the case of KOSPI200 sample firms, and g1+ 8ec in the case of KOSPI_
etc sample firms. t-statistics based on heteroskedasticity—consistent (White) standard errors are

reported in parentheses.

Coefficient KOSPI_all KOSPI200 KOSPI_etc

P 0.0051 0.0084 -0.0021
o (2.68) (3.64) (-0.61)

p 0.6677 0.6678 0.6678

F ket (47.46) (47.47) (47.47)
p -0.0105

e (-2.53)

; 0.0105
P (2.53)

No. of Cross-sections 122 122 122

No. of Observations 211 211 211
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<Appendix 2> SEO Announcement Effect After Controlling for Market Movement : +1~+5 days
Rit=o;+ B, X Duml+ By X Dum2+ B 10,100 X B,
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+e,
Ry = o+ By X Duml+ By X Dum2+ By per X £y Bogg X Dumyg, + €,
R,= o;+ B, X Duml+ B, X Dum2+ 3,1 X R,

i mt
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The panel regressions are performed using daily logarithmic returns(=in (P, /P;_,)) of firms from
KOSPI_all, KOSPI200 and KOSPI_etc. KOSPI_all covers all the sample firms from KOSPI.
KOSPI200 indicates sample firms from KOSPI200 firms and the rest sample firms are included
in KOSPI_etc. Data covers from Jan. 2000 to Dec. 2005. Ri is the logarithmic return for asset 1
at time t. Ry is the logarithmic market return at time t. The announcement date is set to t =
0. Duml is a dummy variable that takes on the value one in each of the 5 days before and
including SEO announcement day of all the sample firms. Dum2 is a dummy variable that
takes on the value one in each of the 5 days after the SEO announcement day of all the sample
firms. Dumopo(Dumee) is a dummy variable that takes on the value one in each of the 5 days
after the SEO announcement day of KOSPI200(KOSPI_etc) sample firms only. o, measures the
average daily return for asset i before announcement and gz measures the average daily
abnormal return for 5 days after announcement across all the firms. The abnormal returns for
M2_1 and M2_2 are measured by g2t+j200 in the case of KOSPI200 sample firms, and gotBetc in
the case of KOSPI_etc sample firms. t-statistics based on heteroskedasticity—consistent (White)

standard errors are reported in parentheses.

Coefficient KOSPI_all KOSPI200 KOSPI_etc
5 0.0051 0.0051 0.0051
! (2.67) (2.67) (2.67)
3 -0.0070 -0.0116 0.0032
’ (-3.65) (-5.02) (0.92)
3 0.6601 0.6606 0.6606
Market (47.38) (47.42) (47.42)
5 0.0148
200 (3.56)
5 -0.0148
et (-3.56)
No. of Cross—sections 122 122 122

No. of Observations 216 216 216




<Appendix 3> SEO Announcement Effect After Controlling for Market Movement : +1~+25 days
Ry= a;+ B,X Duml+ ByX Dum3+ B pppe X Rout €it
Ry= a;+ B X Duml+ 343X Dum3~+ B et X By B oo X Dumigyy+ €
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The panel regressions are performed using daily logarithmic returns(=In(P,/P;_,)) of firms from
KOSPI_all, KOSPI200 and KOSPI_etc. KOSPI_all covers all the sample firms from KOSPI. KOSPI200
indicates sample firms from KOSPI200 firms and the rest sample firms are included in KOSPI_etc.
Data covers from Jan. 2000 to Dec. 2005. Ry is the logarithmic return for asset i at time t. Ry is the
logarithmic market return at time t. The announcement date is set to t = 0. Duml is a dummy
variable that takes on the value one in each of the 5 days before and including SEO announcement
day of all the sample firms. Dum3 is a dummy variable that takes on the value one in each of the
25 days after the SEO announcement day of all the sample firms. Dum200(Dumetc) is a dummy
variable that takes on the value one in each of the 25 days after the SEO announcement day of
KOSPI200(KOSPI_etc) sample firms only. «; measures the average daily return for asset i before
announcement and B3 measures the average daily abnormal return for 25 days after announcement
across all the firms. The abnormal returns for M3_1 and M3_2 are measured by g3+g20 in the case
of KOSPI200 sample firms, and fB3+8ec in the case of KOSPI_etc sample firms. t-statistics based on
heteroskedasticity—consistent (White) standard errors are reported in parentheses.

After 10days After 15days After 20days After 25days

Coefficient M3 M3.1 M32 M3 M31 M32 M3 M31 M32 M3 M31 M32

0.0051 0.0051 0.00561 0.0051 0.0051 0.0051 00051 0.0051 0.0051 0.0051 0.0051 0.0051

b (267) (266) (266) (266) (266) (266) (265 (265 (265 (266) (266) (2.66)
s -0.0060 -0.0089 0.0004 -0.0069 -0.0093 -0.0015 -0.0050 -0.0070 -0.0005 -0.0047 -0.0062 -0.0015
¥ (-4.35) (-5.35) (0.17) (-6.00) (-6.74) (0.46) (-4.95) (-5.78) (-0.28) (-521) (-5.68) (-0.89)

5 0.0093 0.0078 0.0065 0.0048

Baoo (3.13) (3.15) (3.00) (2.43)

5 -0.0093 -0.0078 -0.0065 -0.0048

et (-3.13) (-3.15) (-3.00) (-2.43)

3 06637 06641 0.6641 0.6658 0.6662 0.6662 06629 06633 0.6633 0.6669 0.6672 0.6672
Market (48.10) (48.14) (48.14) (48.60) (48.63) (4863) (48.70) (48.73) (48.73) (4950) (49.53) (49.53)

No. of
Cross- 122 122 122 122 122 122 122 122 122 122 122 122
sections

No. of
Obser- 221 221 221 226 226 226 231 231 231 236 236 236
vations
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<Appendix 4> AARs and CARs of SEO firms in KOSPI200 and KOSPI_etc
1 &

AAR = —; (;Ri,f (a,+ By R,.))
CAR, )= Zr; AAR,
(in percentage)

day KOSPI200 KOSPI_etc KOSPIL_all
-4 0.15 0.44 0.35
-3 -0.23 0.74 0.44
-2 0.78 1.40 1.21
-1 -1.00 0.39 -0.04
0 -0.13 1.89 1.26
1 -0.95 -0.41 -0.58
2 0.35 -2.14 -1.37
3 0.68 -2.16 -1.27
4 1.58 -0.34 0.26
5 0.69 -1.04 -0.50
6 0.67 0.45 0.52
7 -0.18 -0.29 -0.26
8 -0.78 -0.26 -0.42
9 -0.25 -1.35 -1.01
10 -0.13 -1.42 -1.02
11 -0.16 -1.63 -1.17
12 0.02 -0.97 -0.66
13 -0.65 -0.91 -0.83
14 -0.52 -0.95 -0.81
15 -0.95 -0.37 -0.55
16 -0.54 0.30 0.04
17 -0.50 -0.36 -0.40
18 0.31 0.53 0.46
19 0.97 0.44 0.60
20 1.59 -0.69 0.02
21 0.30 -0.84 -0.49
22 -0.32 -0.64 -0.54
23 0.51 -0.19 0.02
24 -1.75 0.42 -0.25
25 -0.77 -0.21 -0.38
CAR -0.44 4.86 3.21
(-4~0) (-0.28) (2.83) (2.46)
CAR 2.34 -6.08 -3.46
(+1~+5H) (1.47) (-3.53) (-2.65)
CAR -0.78 -15.01 -10.58

(+1~+25) (-0.49) (-8.73) (-8.11)
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abstract

According to asymmetric information hypothesis (for example, Ross (1977), Myers and
Majluf (1984)), the impact of seasoned equity offering (SEO) announcement on the stock price
depends mainly on the informational market efficiency. Despite of the importance of this fact,
most of the previous SEO-related studies have done under the assumption of equal informa-
tional market efficiency among sample firms.

This study intends to solve this problematic assumption and explores the real impact of
SEO announcement on the stock prices. For this purpose, we divide 122 SEO firms into two
subgroups : one with firms from KOSPI200 and the other including firms from the rest of
KOSPI, assuming the former is more informationally efficient than the latter.

Different from the US market-based study demonstrating short-and long-term negative
price impacts of SEO announcement, most of the Korean market-based ones show price
increases up until the announcement and decreases just after the announcement and in the
long run. These previous studies attribute this difference to the different market system and
regulation between them. Our results indicate that this discrepancy can be attributed to the

different degree of market efficiency as well as the different market system and regulation.
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