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A 4 (D) A ) EE(2) &5 TH3)
N=41 N =33 N = 309
Mean Median Mean Median Mean Median
CAR(-60, -2) 0.0490 0.0469 0.0425 0.0106 0.1070" 0.0289"
CAR(-30, -2) 0.0553° 0.0216 -0.0046 -0.0360 0.0834" 0.0332°
CAR(-1, +1) 0.0243 -0.0054 -0.0003 0.0037 0.0264" 0.0114*
CAR(0, +2) 0.0177 -0.0061 -0.0089 -0.0028 0.0145 0.0036
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o) A4 (1)-(3) (2)-(3) (1)-(2)
t-value z-value t-value z-value t-value z-value
CAR(-60, -2) -0.98 -0.15 -1.04 -0.69 0.09 -0.44
CAR(-30, -2) -0.73 0.00 -1.94° -1.10 1.18 -0.91
CAR(-1, +1) -0.12 -0.99 -1.87° -1.17 1.20 0.17
CAR(0, +2) 0.16 -0.09 -1.71° -0.76 1.36 -0.12
CAR(0, +30) 1.34 1.37 -0.80 -0.20 1.79° -1.30
CAR(0, +45) 1.68° 1.90° -0.49 0.11 1.76° -1.52
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< AR A 71l dEiA v S8 AQ] wheS Bl Aol
<E 4> 37BN AN E2D} fSRIcH
AR YRS SR TS ALET 8 R Aol FEHSFE f354EA AF9 CAR(a, belth %
50 g ARG S 0] 83190 CARG, b)E adRE b7 9] FAZzAF)ES ousitl 24 )
AEEe ANFAAGMY FA F 19 ool $45AE AAE JPSeld, HeHee fAFANS
FAF Aol
CAR(0, +2) CAR(0, +30)
(1) 2) (3) (4)
Eshod] 0.2727° 0.2702" 0.7193" 0.7123
(0.020) (0.021) (0.021) (0.022)
CAR(-30, -2) 0.0218 0.0223 -0.0375 -0.0362
(0.222) (0.212) (0.430) (0.446)
FAR -0.0144° -0.0143" -0.0534" ~0.0529"
(0.029) (0.031) (0.003) (0.003)
ARy N AR 0.0119 0.0124 0.0628" 0.0643"
(0.200) (0.181) (0.011) (0.009)
e -0.0987 -0.0931 -0.1632 -0.1474
(0.328) (0.356) (0.544) (0.583)
A7) %A & 0.0445 0.0441 0.0992 0.0981
(0.363) (0.367) (0.447) (0.451)
JdA = -0.0897 -0.1006 -0.1559 -0.1865
(0.277) (0.225) (0.478) (0.398)
Hj A n) & 0.0384° 0.0384° 0.3358" 0.3359°
(0.000) (0.000) (0.000) (0.000)
Al w) -0.0029 -0.0026 0.1866° 0.1875"
(0.863) (0.878) (0.000) (0.000)
A | 0.0047 0.0026 -0.0056 -0.0114
(0.814) (0.896) (0.915) (0.828)
7154 E v 0.0194 0.0429 0.1022" 0.1681"
(0.319) (0.103) (0.049) (0.017)
A7) 524 e v« 7 FpA] 7 -0.0478 -0.1341
(0.183) (0.161)
F-value 3.11 3.00 18.86 17.38
Adj. R’ 0.057 0.059 0.339 0.340
N 350 350 350 350

F) (O)E p-valuests YERIM, ° 0 <= 22 1%, 5%, 10% o5& onl3i)
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RAREEL ANFARHMY FA F 19 ool $45A4E ANE JPSold, HeHee fAFANS
FAG 7195l
CAR(0, +2) CAR(0, +30)
(1) (2) (3) 4)
Eabi) 0.2454" 0.2542" 0.5888° 0.5934¢
(0.025) (0.028) (0.055) (0.054)
CAR(-30, -2) 0.0101 0.0101 -0.0212 -0.0212
(0.569) (0.569) (0.654) (0.654)
AR -0.0135" -0.0134° -0.0454" -0.0456"
(0.037) (0.041) (0.009) (0.009)
RN/ NAINR D 0.0133 0.0133 0.0602" 0.0602"
(0.154) (0.156) (0.016) (0.016)
A -0.1100 -0.1105 -0.1914 -0.1907
(0.257) (0.256) (0.460) (0.463)
A7) A6 & 0.0372 0.0370 0.0614 0.0618
(0.446) (0.450) (0.638) (0.636)
Sohe R R -0.0832 -0.0856 -0.2683 -0.2646
(0.316) (0.306) (0.226) (0.237)
wj A v & 0.0373" 0.0373" 0.3342" 0.3342°
(0.000) (0.000) (0.000) (0.000)
A 0.0011 0.0012 0.1877" 0.1876"
(0.948) (0.944) (0.000) (0.000)
A v 0.0030 0.0023 -0.0220 ~0.0209
(0.874) (0.903) (0.666) (0.684)
A7) FA T | ~0.0030 0.0017 0.0574 0.0502
(0.889) (0.952) (0.315) (0.506)
L7152 e ]« 7 2R ke v -0.0102 0.0157
(0.800) (0.884)
F-value 2.76 251 18.48 16.75
Adj. R? 0.049 0.047 0.339 0.337
N 342 342 342 342
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, SUBS AEH AR LAl FEUSE F45484 A4l CAR
(a, DOIT,. 23740188 AHLGE o 43120, CAR(a, b adHE bA7A S FA2A5) 58 o
ELEE 9 24 B

CAR(0, +2) CAR(0, +30)
(1) (2) 3) (4)

zri) 0.2454° 0.2414" 0.6114° 0.6133"
(0.023) (0.026) (0.032) (0.033)

CAR(-30, -2) 0.0135 0.0138 -0.0294 -0.0284
(0.428) (0.416) (0.514) (0.529)

ZFApA R -0.0128" -0.0126" -0.0471° -0.0471°
(0.036) (0.041) (0.004) (0.004)

NN i e 0.0126 0.0130 0.0616 0.0631°
(0.149) (0.136) (0.008) (0.007)

A -0.1084 -0.1039 -0.1698 -0.1551
(0.226) (0.246) (0.474) (0.513)

A7) 5] & 0.0410 0.0404 0.0907 0.0901
(0.371) (0.379) (0.455) (0.458)

EE R -0.0730 -0.0848 -0.1784 -0.2019
(0.347) (0.279) (0.385) (0.331)

A u) & 0.0380° 0.0379* 0.3342° 0.3343"
(0.000) (0.000) (0.000) (0.000)

AT | -0.0046 -0.0042 0.1791° 0.1800°
(0.776) (0.795) (0.000) (0.000)

A v 0.0046 0.0023 -0.0132 -0.0169
(0.798) (0.900) (0.780) (0.724)

A7) F A E w1 0.0185 0.0413 0.1022° 0.1679"
(0.330) (0.107) (0.042) (0.014)

27152 H w2 -0.0032 0.0016 0.0554 0.0468
(0.880) (0.953) (0.317) (0.521)

271211+ A A 2 ) -0.0465 -0.1339
(0.185) (0.149)

27172 1) 2% 73 A 7 E] 2 -0.0097 0.0209
(0.806) (0.841)

F-value 2.83 253 18.22 1559
Adj. R* 0.050 0.050 0.332 0.332
N 383 383 383 383

F) ()E p-valuezts e, 7 0 S 77 19, 5%, 10% oS o n| gk}
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N

Mean
-0.1818"
-0.2177"
-0.1367"
-0.2319"

N =33

N =41

Median
-0.2312*
-0.2696"
-0.2149*
-0.3100°

(1)-(2)

Median
-0.0770°
-0.1125°
-0.0748"
-0.1346"

Mean

Median
-0.1037
-0.1585°
-0.0992
-0.1767°

Mean
-0.0329
-0.0944
-0.0456
-0.2318°

-0.1824°
-0.2082"
-0.1653"
-0.2888"

lyear BHAR
Z2year BHAR
lyear CAR
Z2year CAR

t-value z-value

z—-value

(2)-(3)

t-value
-0.01

z—-value

(D=3

t-value

pul

Aol

-0.98
-0.16
-0.73
-0.35

1.76°

1.57

319°

198"

lyear BHAR
Z2year BHAR
lyear CAR
Z2year CAR

1.28
1.09
0.34

1.58
0.86
0.53

0.12
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1.66 2.14°
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FAstevk AFwgstzel 27 F48 Aolth WA AT FA ol Fol AAH o
2 g%l Ad Yk F4EA olFel AARGEIL dretE JriHoz
e AAZe] AF7 B Qolth, ANFHFANFRE FIFAA A AA
QA F7hel WEE FRAYARNEE olgete] SAUT AAFAFA ol FR 771
7 AF AN AT FAARE ARG KR FAEAAR ] G/
H7he)go] WolAlt, ARAA AN &2 BANGAL JE 02 AT, Wakd
L= AZ|FA YA R/ A A S AR AR AS TS AbEst
o] Akttt
<¥E 8> HFIYAIETIe H5t
AR PR AT FATAALY FAEAALY FRIYAGIr G/ A7 EsE
o33 ). AFMYEES A7|FAAHES] FA F 19 ojdld FASAE AAS 7[dEeY, 1H
Q] EEL AZ|FAAHSG FA F 19 ool FAFAE AAS dEeH, dEFTS FAEANS
FAIE ZIdEolt)h AU ARIY/AG7PASHEA S 17374 3 Wilcoxon AFE ©]&-3F3ith
A7 FA A Y s ATAI Y ol A%
(1) (2) (D)-(2)
Mean Median Mean Median Mean Median
AR Y F = 0.9904 0.7552 0.8036 0.7049 0.1868° 0.1131°
) 2 0.7894 0.6096 0.8791 0.6753 -0.0896 -0.0038
RS, 1.4657 0.8349 0.9156 0.7001 0.5471° 0.1064"
F) 80 e 47 1%, 5%, 10% frol4ES ovgit)

A7V FEA Gl 28] T ATk FEA/AGA g ol onz 57t
A7V SRS F(H)e gs 7, 1 ‘itﬂiﬂ BE 50)9 gol yEhdt) o&F
G2 A7 FA S FATE EAEHA] o B R FAASAAIA Y] 1Y A (7] FA v 2
A BadTe] TS FR7VAIEHE AR ARt 2 HudE

YA 7E Ak <F 8> AElEo]

AR QF R ARIY/ A A7) & EE B Hargho] 0186801 FUEke 0.1131
2 fos F(+)o ®sb vERgth o= ATFAAF YA ANA fFS AR A
oS BHoFH, A 52 7H4 9] AFwao] ks
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abstract

We investigate the signaling effect of repurchase preceding new equity issue using Korean
data. In a short time span, firms announce stock repurchases and equity offerings. The
proximity of two events in Korean firms indicates that those are not independent of each
other.

In this paper, we test the signaling effect of repurchase on equity offerings on the two
measures. One is announcement effect, which is measured as CAR(0, +2). The other is the
effectiveness which is measured as CAR(0, +30) because the price movement during this
window influences on the price of new issues. Previous studies that stock repurchase convey
positive signal to equity offerings-Billet and Xue(2004) and Jung(2004)-construct sample
without the limit of time interval between two events. This causes the unclear relation
between those because of the long time interval. In this study we consider only samples of
being within one year each other to reduce this problem and clarify the signal of repurchase
on equity offerings.

Korean firms are allowed to repurchase own shares with two different method. One is
direct repurchase as same as open market repurchase. The other is stock stabilization fund
and stock trust fund which trust company or bank buy and sell their shares on the behalf of
firms. Generally, the striking different characteristic between direct repurchase and indirect
repurchase is following. Direct repurchase is applied by more strict regulation than indirect

repurchase. Therefore, the direct repurchase is more informative signal to the equity offering

than the indirect repurchase. We construct two sample firms- firms with direct repurchase
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preceding—equity offerings and indirect repurchase-preceding equity offering, and one control
firms-equity offerings only firms-to investigate the announcement effect and the effec—
tiveness of repurchases.

Our findings are as follows. Direct repurchase favorably affect the price of new issues
favorably. CAR(0, +2) of firms with direct repurchase is not different from that of equity
offerings only firms but CAR(0, +30) is higher than that of equity offerings only firms. For
firms with indirect repurchase and equity offerings, Both the announcement effect and the
effectiveness does not exist.

Jung(2004) suggest the possibilities of how indirect stock repurchase can be regarded as
one of unfair trading practices on based on the survey results that financial managers of
some of KSE listed firms have been asked of their opinion on the likelihood of the stock
repurchase being used in unfair trading. This is not objective empirical evidence but opinion
of financial managers. To investigate whether firms announce false signal before equity
offerings to hoost the price of new issues, we calculate the long-run performance following
equity offerings. If firms have announced repurchase to boost the price of new issues
intentionally, they would undergo the severe underperformance. The empirical results do not
show the severer underperformance of both sample firms than equity offerings only firms.
The suggestion of false signaling of repurchase preceding equity offerings is not supported

by our evidence.
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