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Asset Revaluation - Motives and Stock Price Reaction

Inman Song* - Kwan Choi**

ABSTRACT

More than 30 years have passed since the asset revaluation law was established. It
must be. meaningful to assess whether firms’ motives of asset revaluation are in ac-
cordance with the purpose of the law.

This paper investigates firms’ motives of asset revaluation and stock price reaction
to the revaluation announcement. The results show that the motives increase if firms
have lower depreciation charges, higher debt to equity rations, higher bond ratios,
lower distributable surplus, and higher fixed asset rations, Stock prices move upward
in the weeks prior to and including the week of revaluation announcement, It is also
found that firms with lower motives of asset revaluaiton show higher stock price re-

action ot the announcement,

* Professor, Sung Kyun Kwan University, Department of Accounting
*k Associate Professor, Sung Kyun Kwan University, Department of Accounting







