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An Empirical Study on the Relationship
Between Founder Deaths and Firm Value

Dong Suk, Shim*
Abstract

The purposes of this study are to examine abnormal stock returns associated with
announcements of founder deaths, and to determine whether the abnormal stock returns
can be explained by firm characteristics variables. Both traditional event study method
and multiple regression analysis have been employed in order to answer this question.

The findings of empirical study can be summarized as follows:

First, on average the announcements of founder deaths is not associated with significant
abnormal stock returns. However, the announcements of founder deaths for subsample
with low debt ratio is associated with significant positive abnormal stock returns. The
announcements of founder deaths for subsample with high debt ratio is associated with
significant negative abnormal stock returns.

Second, DEBT and Ability have significantly negative relationship with cumulative
abnormal stock returns, whereas TA and Time have positive relationship with cumulative

abnormal stock returns.

* SeJong University.
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