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The Study on Possibility of Strategic
Trade using Disclosure Interval

k****

Hyuk-jin, Ko* - Seong Ho Park™ - Lim Junkyu™* - Young S. Par

abstract

According to disclosure regulation, insider can hide their trading until disclosure day, because
there be interval between trading time and disclosure time. To accommodate strategic trade,
they have an incentive to be brought disclosure interval as long as possible. This research
investigate whether strategical behaviour of informed traders using disclosure intervals exists in
domestic stock market.ls xt, we aney he whether they can get abnormal return through stealth
strategy after announcement date. We also evaluate the effect of mimicking trading on price impact
with the assumption of existence of mimicking trading.

Our major research results are as follows: In case of main shareholder without having no
prompt disclosure duty, the frequency of trading started at the beginning of month is shown
significantly higher than others. This result shows a direct evidence that informed traders buy
or sell their equity strategically using disclosure intervals. Also, we find the result that the
coefficient of strategic variables has highest value in middle size information. However, the
empirical evidence that informed trader get abnormal return through strategic trading was not
shown in this study. Meanwhile, stock price over-reacts for selling transaction on trading
point and is recovered after disclosure date., so we assume possibility of mimicking trading

exists in domestic stock market.

Keywords : Major Shareholder, Disclosure Interval, Disclosure Regulation, Strategic Trade
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