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B3 7iUXA AlRolAe] HohH Il ol M&AOH Cist AT

(& 2) AEwel 0of chrichzHot £AALA(1995~1999) (24l 4. %)

d%

AT 1995 1996 1997 1998 1999
PETR 1,797 2.040 3,283 3.420 1,621

2R 515 1.676 3.456 4,398 3,595

(2o REY) 2.813 4,536 6.739 7.818 5.216
7 $E83 1,668 2.046 3.899 5.478 2.063
3} 2R 603 881 1,698 1,334 6.221
o LR ES 2.271 2.927 5,597 6,812 8,284
& AL 133 140 149 149 219
i O 174 1,233 1,172 1.214 1.507
SEROEES 306 995 118 0 -5.196

ACE Y 542 1,609 1,142 1.007 -3,068

LED] 3,821 4,512 5,295 5.050 3.473

(£.29) ‘ol 223 222 298 170 226
zj CEDED 92 84 268 620 151
A EEPNEY 258 302 870 1,256 3,248
" R 57 4 -374 -466 -2.871
A a9 25 28 218 -2 9252
@7]4e0] 9 46 15 -178 -474 -2.619

7 EESERE 314 18.0 15.8 -3.4 ~25.9
L RS 107.7 99.6 84.2 62.4 78.6
H] i) g 418.9 182.0" 490.0 676.8 AR
g A7) A 2ol el g 8.8 1.4 -13.0 -44.1 AR

(A5) W53, 434 Aol 1997-2000

F1) FAnlgo] Adxe] 418.9%°04 182.0%E 2% AL 1996 =) AAE EA T &
< 1,034999) AREel e AYgroan | AREFHo] YAl SojuA © Q

7 ZolE A& ot

ol AAACR AegE 228 ¢ Ye Y
58 (earning power)T " %2 Ho|Y
o b, AR deAg 28Y #9E £
ol7] sl AGZIdeolvd +2AY & 7Y FF
o2 FAse AFE A9 FHo 9

A G| o)

}
Aol 2 4oy 4 #2

NEE Wegel 3gos 494 f%e 49
AYFATE BEA g0z Y AFYe D5
Agelth. A9 AL TG SFBAU] A
A Al 41.6%8 A4 glou}, BAYez
£ A% 289 AGdAte ol (H)Fuas

AR, APNE(F) ¢ Az & =9
2.2.1.2 234 € 719 S FAsta sl

w3 AF71ges R4 aAPE
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F 0.96%% A2AY A2 Bt AU
ALY nEst A AxE AFRe Ea449
Agol ohzt TFoadFde| AFel A
AZE Adgezn ojFold oo, YA1FE
FTHE S ARd g8 AgvIden BT
Aoz dAT Joh(HLdAA, 19979 39149
A 2454, 19989 149 139D, S
3L T3 aY5d] BAF M&ARH @
A olest AEd AFE A7 7197 Ho, &
Agey 5& 299 A¥HA §x23
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& BEAYCR A7 AYsle A5Y 29 Sz

F
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UL dFF ZZEHaa5dn 44 9=
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N ZA APE E AAAY 2§82 A
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Ha828& Yz ot

2.2.1.4 4934

AEAAL 197739 I E(F)R A
Ho] 19799 438 4dd4z ¥4 34 7=
o FH4 4AAT. 1987d A& 3Fo] <
T ol F AL A At Y ¢ BE @
T A 270 YD AL 10d g
A2 goid $HAaFez 489 44
Ado] st A5 ZAAd Felsh @ grlze
98 7IE A48 & 4 dod, ForgE A
AAA 2N =g Eagel BAT AT 82X
g FEitel] Bl gkt ol AFAA %7
b H0E Aoz dddth AduMe] £UA5A,
HA4 & F=d 849 24 FF $AM A
THLZ olREZ B¥ 4T FYAAH A
T AHe Ad8 2obd uje AdA ] Eo

Pl M&AYA 4ol Fxxog oy
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€ 7Hdo] A71H Stk A WA 7ML FEY
FA 7ol Z9Ade] FF AU A%
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Edde 2§94 ) HAE 48] A8 sA
Aoz rieg JFE AEFde 7Holt
o, Addde nxse by F49 30
W4 Fheddl B 48 REd g S@ARS
FTA(19974 39 692hE B SAAL A
Fede AL RSkt EE, AFHol
B924E A= nEd 48 diE S W
A Reg FAANREA THHE RS N
AP R AEPA, vl=dE FELE A5
718 39a4n FEdde AHE IAFeR
W A ofdAt F4d dal ddn4d
2= M ARE P e BRHH(RA
A, 19979 34 1597, o4, AR 4
Aol TERE TR AFIR FEFTe
| sra el e}, dddde] AxReRE =
& FAEHN dAHQ A RS s
7] el rles F45 Fes g Holeke
A= Tobgo)7] oyt mEtA, dddAde] A
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A WA 7Hdol 7 Al =
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25,4009014 =g F2& o 656%9 Z2ny
S B9 F9 42,0009 HF ofztsted ot
AL S A 9259 o 4 ¥t
e, A9age] d¢A kA ZFAFA A
v Y3 (greenmailer) 2 F&E A& Ao
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- BYEAFAE 19724¢9 AYH AT
3, e 3 7224, 38AY, 497 5
7199 F 2 FAAY 458 AELR s ¢
et Jd e FAPEANTFLE e &
g 2 - A HEPEd AF, gEE @9 53
A fvet HEAE 2 ARE FE&tR e

24 JEIA F AF FAoR, 59, 2
A+ AgAA A A =44 AAE
g1 got "=s M&AJME A434 39
e WEddez dgse] Ade 94
A

Bl A st TFE BEH AES d FAH

. A}

o > Hr rle

2.2.2 ol & FA714

2.2.2.1 "=}

o 196499 (F)FQReE PRI
%, 19840 (F)v=sts 42 s WA v
2 Jzo 2oy Wabde] shuith. 1960t <}
1970 el AAAM S TA et Bt
del g 3o, 197080 9 Relad
o ddspde] et dYE olFdE ol &
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£33 AAAY e BAAM BiA At A
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de AEAE dAoz FYAYS Bus] 9
3 24 PlERE Adeld o A ABES
£ 40% 9142 AR e,

oo AdF5E AHEH(19969 12€ 31
q HA), 88 Pzl 8.82%8, WYY 3
40 7.88% ALE 4% wgeka o) AAFT
o FAAQ AR o 16.70%°)c}. HdL 3%
2 0% ZABLULE 29 | W& 34 ol4}
2 2%st 197240 A=A, 1989434

(& 3) olzatel 0 CRIHZES} £lAIAA(1995~1999)

AL F32 u4g MIWME-‘%H B9dE
dAgsken, 197040 = WA B Soind
We2Es BASAINE © JlqsaA Ade F
e HA9AR AFeA €0 1990d
Solst MY AL ARITAEE 98 dedd
T2, vzstdd, ERZZHE 5 109749 A
YIS MY F2 g a2 19969 2
FHE d7E2R AYds e #E4 g
T TEZA AP A5 9

(@91: 99, %)

a9z
AsAE 1995 1996 1997 1998 1999
SR 2,325 3,095 3,853 649 886
DA 2,518 2,787 5.829 7.246 4.874
(a9 2427 5,913 7.465 9,682 7,895 5,760
o SE57 2,481 3,357 4,663 6.292 1.411
4 2735 2,519 3.210 3,612 1,901 6,887
o B337) 5,000 6.567 8.275 8,193 8.298
z ez 520 520 753 937 937
* PR 299 299 1,162 1,629 1,630
SBBEE 70 55 618 ~2.864 -5.078
PEESY 913 898 1.407 -298 -2.538
R 5,485 6,403 5,695 3,598 2,788
(2=h) 2919 439 524 -101 | 1,235 142
;‘j 4994 154 153 273 585 54
A CEERES 516 625 832 1,615 2,865
M 74l 9] 77 52 -660 -2.265 -2.670
A 2y 0 2 -4 -646 486
@7140] 9 38 31 -664 -2.911 2,184
7 zdztle 11.4 16.7 “11.0 -36.8 225
2 - EY 93.7 92.2 82.6 31.8 62.8
) i) g 547.7 731.6 588.2 | AERA AEERY
& AN ARl & 4.2 34 -57.3 2R 227

Aad) d$35d, 37334 Mol 1997~2000
(F) vz, AKIEDA, 1998~2000
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B3 ZIe OIS A e ol

PR SR

ol (F 3)2 m=ne 2% AFAR(RW]E
d 642)E Uehd Aol

(R 3)elA AAE vlzste] AFARA i,
AgHo] rlest A48 A=Y 199637 1997
d 71 ¢ e AFdE 494 e o

+ 4 FEoNen AZ s BFE B
C’i—zm_ Atk 53], Faulge] 700%E 2Hstn
frEdel oA A9 Bolg A% Aszx¥ 7

2ol ¢ 498 A5, 235 E7oa
Stk 5% 29 AEdd 24 Q5]
gozN 39AE Pl 1 Fzad 4B
29 4 4 gdoh Uy dEaE AY

off ChEt Al

Atgo] AR FGPIE FAR7] g 1
=ve] Z9d Polg AT 2§ A9 ASAY
< qAHo g Jlgep] ot adA, vles
= AR BWO 3 F& B 229 AFeE
AGALS O] plxgt 4 wigle] B8 AFAEE
Al el

Azdle] niedZ d¢ujarides AdstA
g FEe A8 /HE & ¢ ARAT, FAR
g% Agdo] fFEAul2os A&se o 87
He #4 Bdsd £59S ZR) 48 A
A F71eA vest A4E nAPS teAdold.
T 2 FddME, vz HgFF 2 EF

(¥ 4) ozate chsaE AlGAfol cfft XIZE7 HE(19964 128 &)

AL AP 4F ALE (%)
5ol 27} 54 50.00
ol o 2144 60.00
WESZSHE FAZ 25.30
WEzZ F31g 50.00
WEEFAf A4 36.80
s 244 83.30
=AA BTV W 48.60
V.W.E.G. ING oAU 31.00
JLTE A M B 24 84.09
AEZI %4 86.90
2 ER HeA 93.30
o = FEA 2H <44 100.00
W A 4-318 50.00
WEAAFA 54 20.35
F Hig 19.78
WEFE 14734 4.30
o e 33 &34 1.74

(AE) 374 (2002). Z19E R shofdk+2 TS2000

() Pl=s, 19968 AR A

AT H33H HEE 20044 108
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33 21X AEoMe HOiH J1dels: oot MAAO] CHEE AlAT

dels) IS T 4
AlFo] v=st M&AdIM &
il

A% e umd
nEsdE deld BE
F90th vlEste) A9 el A4
4

7]
AEs 8
AA dFA
AL (3

< FAste WoldHE AT
A5, 19999 3¢ 1694h).

lo

A
©
Il AR 3 E0471g2)

X120l

2 s XAl vms M&AC sl
& Colzle] g Fa7ddA

o)
AW AAH €L AATFA HAEAE B4
@}, dedan 3dE Ado] Fid oM o

ot
wlo
=)
)
fr
N
)
=2
=
r-?L
re

2. % 95wae L

o] th AFE vl LPARH nl=e 71HA
A ARE Aoz FHsA FPHAoH,
S E 1980t RE EstA o] FolA
gt ALY 7}%]3;40]] 3 7]1EY dFE
S gRE A5 FAYS TR BAGE
Aed7)dde) FhsE diEE(large sample)
#2745 S (average abnormal return)E
Bagto g A%y Zte FTAQ A Ew

- 2% BMeiit. £ %?9} e 0}0:1 l 4
| .

tH(Jensen and Ruback, 1983: Jarrell,
Brickley and Netter, 1988). $&uzl 7198
ol 74X & g dFATME FHE7

Z Ut x33A M52 20044 109

Aol FFu opgt FWIIHY FFER F4
o ool il ES de Ao BiuHy Ut
(A4, 1985: 184, 1990). ol Wi, 3¥
2 - w743(1999) = EEE $elvel A37At
S e & A7 An, FEWIIYH
FrIge FFE0 fAAHY ¥ 2ATYES
Az Fale RoT Hystn td. %=, Bae

Kang and Kim(2002)& $2uel A Agr|

Aol S & AS FHIAY Frhe HoAAH
old uel P Pl 2AFFe Fe Fash
o] 1F WY e AU HHE F7HAIH
oZM UFFe B o3y Zvlste A4S ¥
Astgid.

24, Qg FAYAA A EHE AF
n7del F

b7 AE7tE @AM BAlEtE A
o] opzt Aoz 4 2 AFEsH F
o] A2E AUAZY ZFEEoE & 24
o mebM, Agd M&at A2 28 A5
FO719e Frke a8 ARl AlEE7] oA
o) slAez s Eoptth(Bradley, Desai and
Kim, 1983: Easterbrook and Jarrell, 1984).

Asy, Qsgun ge gTEEy FHd e
7149 Frhe Q9o A 38E(the probability
#at AR Hrtek GFBAS %
=t Larcker and Lys, 1987). &, M&A% 2
< 7IdFEEA 199 #7HP)e o
4

i

0,

of success)ell

zd g
A4 (D)3 2o] A5Yel H3RE BT A
3 HH0)9) FoeA e & s,

P=¢ - Ps+ (I-¢) - Pxs (1

7N P 71QFRZAC] A2Y AL =
7HE, Prns® A9 449 F18 44 9u)gt,
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B BolNE vES MEAS P 38 A
o] Ferldse AA F7td oHE 3¢ v
Aerte ARQTPERA i FHE 23

A
T
1.
-

2 18

% (abnormal return: AR)Z #3 7|7hd
%3} & (cumulative abnormal return: CAR
¥Aelel B FAHoR AWEEE g}
boojgt Alglel A #EE Fr|dEe] Fht
| 7129 U#E BES AMESY 33 A
T A} dAsterte q4i s Aduict. 3397
o] F7} WzE Hlgtow M&A A AFE 3
7t Zo71de FAEdT A F3 T

~—

=2
-3
& ®
3 3
z4

o]

3.1 ojzat M&A het F71ELE

3.1.1 B4719 F7pdsg

IFAEANG] WES F4E BARoz

F3l7] ol 19969 6¥Ade I FE
10,0009 ~11,000¢ <5< dojuA 3. 1
H4ot, FAFAAL] F4] vjglo] vixn FFd
ol #Ao] 9l Aolge Bxvt Ago®
€ 1996 99 23¥%E &FAFAAT} v=s

AEY 5 M&A 38 FAES AFHCE A
et 1080e vlzg F7pt, (2d 2)9M EA
g uhe}h o], 17,0009 WizbA] sttt

g (& 5) vz M&AS #HE F8 A}
AR 7 Ak FALeA Y n oo} A
25U E(AR)E AAG Fojth(the 97l
e, 474, 32idd 39 ARS % X
(ADE #z). v|=3 M&AS #dE F8 Ad
o] AL wFYLE 1996 9¥ 23YHH
19973 39 25¥9 o|2& 717t B wdAEA, A
74 9 ITAA 5 AANFoZRE HH 5
th F8 AR FAIYAMY 23 EE Ruback
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5 2GR AFollMel HoiA Zidele: ClEm M&AO ChE Alged

5) olEa M&ASH BEE 52 ARIUR U Hofr|gle] Zuisels

it MEAS BHE Fa Ao AYY $EWELS 19963 99 23U%E 19979 349 2599 ol2= AL B
2 % iz

ob UAA, Me%A 2 AAA F AANEo2YH BHHAY. F8 AR FAYNMY 232 E (abnormal
return)& £ ARELEE o] 838l FHHAT. A 72}5'_53 AF Z3< 98 2 Ak FAYe Add 715 290Y
A& 1o 2509 7 7ITE A4S FP/TR AFEEon, HXra $£AEL IFFFFA L FIES
AT ,
N ’ Fo7le] 29598
jﬂ TAY 8 Ad 9 4E ys (t-value)?
- o] =5} A%
96/9/23 | AF 5 23 viest oMo S A2 gF Hge |  0.0557 0.0033
2 Mg (2.4041)** | (0.1383)
97/1/23 | 3399 2d3d 2AE £ Sy} vjew 49D B 9290 0.0757 -0.0477
EAAZe B9 FejoilE 1 3.0449)** 1 (-1.7199)
g7 197/1/28 |olest 2 AR S8 e AR dEZZEHES &3 v | -0.0002 -0.0419
3t 74 1,015.926% (X %% 6.87%) "1 (-0.0061) | (-1.4945)
97/1/31 | $¥H 1A 2R L B4 u]EﬁJr o] oz wolesn 9| 0.0567 -0.0132
on 9|29 Exlgert B AR (2.2886)* | (-0.4679)
97/2/10 | RQ2%o] MEst 24 14323 (A2E 9.92%)F AZA=AR|  0.0572 | -0.0186
238 f98eS ZAY L An (2.2243)* | (-0.6513)
97/3/4 | A5 naAgel vlEst FAE i njdsla ol FEAY | 0.0014 0.0740
20 FA (0.0493) | (2.3780)*

97/3/5 1 7390%F 3L AA Ef 3 nEd A2E F3) 48T 2o | 0.0813 0.0842
3“7‘ drgels], AgPol Feo rlzst FAo A FHFE] (2.9199)] (2.6942)*
AR AL S By

BA7] | 97/3/6 | A5l vEst 24d) td FANFE BE FUL FRAUL| 00895 | -0.0702
IANE B FAAE YUY (-3.2222)** | (-2.2508)*
- sk 500904 2ol AH2BWE Behshn 4. W, 16
A M3} ol F BE Q15T AY
Zansue Q%Y 5 AF19E e FHRdAFe
FAS 34 A% 2o OF 24 A2
97/3/10 [ A5He vEst F9e FAAYN e AY 32L AT | 00718 | -0.0578
Al FFEE a30e 87 (-2.5700)** | (-1.8328)*
97/3/11 12782 3% dasiofoA AAd M&Ad e AAe % | -0.0671 0.0052
33 Ad (-2.4007)* | (0.1642)
F871 197/3/14 | 4925E B& 3 vest 34 AFL deagdl AdA= | -0.0599 -0.0556
@75? (-2.1285)* | (-1.7451)
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Hostile Takeovers in the Korean Market for Corporate
Control: The Case of Midopa

Hyung-Chan Jung*

Abstract

This paper is a case study on the hostile takeover for Midopa Inc. by ShinDongBang Co.
through which we examine the strategic motives for the takeover, the stock market response
to the major events, the roles of foreign investors in the takeovers and the government
policy regarding the hostile deals. The case of Midopa is one of the representative hostile
takeovers in the Korean market for corporate control. In this case, ShinDongBang, the
bidder, attempted to acquire the control of Midopa without the consent of its existing
managers in alliance with DongBang Peregrine Securities Co., Korea Industrial Co.,
Sungwon Corporation and foreign investors including Peregrine Investment Holding in Hong
Kong, but ended in failure because of the Federation of Korean Industrial’s common defense
against the hostile deal and the government intervention such as the investigation of the
sources of bidder’s fund for acquiring the shares of target firms in the open market.

The results of this paper are generally consistent with the findings of previous empirical
studies on the wealth effect of mergers and acquisitions except that there are some minor
differences. The abnormal return to the shareholders of the target company, Midopa, is
about 8.13 percent(t=2.9199) on March 5, 1997 when the bidder, ShinDongBang,
announced that it intended to bid for Midopa. This result is consistent with the results of
Jensen and Ruback(1983) and Jarrell, Brickley and Netter(1988). The shareholders of the
bidding firm, ShinDongBang, realized an abnormal return of 8.42 percent(t=2.6942) on the
announcement date, which is greater than that of the shareholders of the target firm. This
result is inconsistent with the findings of prior studies that bidders, on average, realized
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small gains of about 1 to 2 percent or statistically insignificant losses. In addition, the
results of this paper show that the target firm lost all the gains realized during the event
period when the bidder failed to acquire the target. This result is consistent with the
findings of Bradley, Desai and Kim(1983) and Easterbrook and Jarrell(1984). The result
provides the evidence on the synergy hypothesis that, if a takeover attempt turns out to be
unsuccessful and a subsequent successful bid fails to materialize, the price of the target
share will gradually fall back to the pre-offer level, as the uncertainty about the subsequent
bid is resolved over time.

As one of the main contributions of the Midopa case, it has shown Korean corporate
managers that the company with poor performance and low stock price could be a prime
target of hostile takeovers, even though it is a holding company of a large conglomerate,
chaebul. Since the takeover battle between Midopa and ShinDongBang, the threat of hostile
takeover has stimulated corporate restructuring, which would improve the profitability of
Korean companies as a whole and make Corporate Korea more efficient. This case also
makes both market participants and policymakers realize that mergers and acquisitions
should be processed by the logic of the market itself, no matter how hostile they may be.
Furthermore, the experience of the Midopa takeover provides policymakers with practical
guidelines on how to reform the Korean laws and regulations related to foreign investment
in the area of mergers and acquisitions.

Key words: hostile takeover, M&A, Midopa, ShinDongBang, case study.
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