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F ATHEY A, °l%.u. 1996 2001 7&1)

12) & 29071 719 &l 30747F it 71300 AE AN Fahe 7|‘d°li'ili} o 7G93 7oA dF5 i)
H2 117401 1970 v s 71delgith. At 71932 dg R (E ToM 45E ¢ 3o
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(B 2) =2 7|28A

Panel A: AA TE(N=290)

Lk W A B U EFHAL Hoigt Higt
B/M BRI-A7} g 2.01 1.32 2.26 15.84 0.05
IR NwEAR v)g! 10.48 8.61 7.25 36.69 3.06
log Size ZRpake] 220 23.07 25.08 4.15 30.92 15.83
PCAR | 59-days(-60.-2)CAR(%) | -8.53 -7.83 30.40 102.21 | -110.58
CAR 3-days(-1.1) CAR(%) 3.98 3.56 8.91 30.48 -20.69
BHR EY PR 12.59 6.04 44.21 338.15 -68.41
1) &%49) 3% B9 ASE AR
Panel B: 95+ vl 714 (N=101)
e W e B T EFHAL gk HA%
B/M AR 7} ulg 1.66 1.04 1.78 11.33 0.05
IR NBEAR HlE 12.71 10.41 9.29 36.69 3.06
log Size FApe] Ad 2 22.59 24.84 4.44 30.92 15.83
PCAR | 59-days(-60,-2)CAR(%) -6.18 ~7.83 32.12 92.45 -88.21
CAR 3-days(-1,1) CAR(%) 3.91 2.51 9.64 30.48 -19.05
SSR 3o FAEg 10.82 6.39 11.89 58.73 0.0002
BHR 347 BeSAE 21.88 12.68 62.55 338.14 -65.69
A9l AR FAxIALAE(PCAR)S -8.53%8  E(PCAR)S E3AE B 4 9ot Ax TE9
ura}ur =717} &gl g}h M AAE A PCARE -8.53%2 vi=7|de] -6.18%°) s

SOLEEEREE

o z/u A].Q.

AAo] o]RofA A& ¢
“63@'%“’1 A%, o184:(1996),
#(1996), #AL(1997)¢) Azst Yt Aol
g & & o o= UFEE wE g T
J1QANE B daz Yehygd

ALY g3 fzr)ge vzs 2l A
A AH7t FzdA HAAFE] wj=rde] e
Ziﬁm Aest ada 248 4 o A¥s) A

ZAsE ARIAZE vl g d=rge
1.6602 AANTEY 2019 & ¥ B <+

~Avme 5 T

AT, AH7ke) A= o A oA 2T

704

= B 7t X4, AAEAY 3N £ 4
E(raw return)2 33 YT 7|78
49 & (buy-and-hold return, BHR)dA =z}
7t s ¢+ A% dFEF s=r19e BHR
21.88%% AATESY 12.59% vl& ¥
Bolm &g Y F dt o H
Aol ZAAE wY7IzEl 374E el
T &9 Aol e AE gudit. njwr]
A7 = 7199 vime g AN Bo 34
3] ABHEEE 3t}

o

p__l

49

N,
o?
lo, mlo

Uy e 2 S 4o
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KA oi 7]21F 9] 714t thFF —I 2RFY UHE Hey

V. 52N 2

4.1 RAEOH SAlof ot AlZHES

AFE AAFYe BAog FAE 719 &
FEARY AL lﬂés% 20071¢} AR FE,
1017H9] DHE7]‘§]—°— Ao g ZAbzale] 2AlY
A3 3097 FazArdE(AAR) Y ¥4
i‘iﬂr-?‘i!%(CAAR)—— (28 1DE Jehigith
AAREY mzrld B RE A5 gAYE
71Fog 3o -30URH —1°‘77}7\],_
=09 BF2AFAE(AAR)S Boltrt 0Y%
B 397K (+)9 »é&iﬂr*"‘a (AAR)°] Y
Ebgon], ojgfd FA A dehd f95e F

]_J_;Q oz

AAR/CAAR

7} Aee ANEYl B Auge] FHAo
39

ge a7 2942 AiPstes Aot
(*}¢]
s

BAY f94E ATsAE AR, Frlze
e ZA old 302%EY Frhdere 1 o

=7 Aeas ¢
o] AL FA -60¥LlA -2U7A 9] PCARAAM #
e vj=r)ge Frkstete] A EZS PCARC
Hlal 29k Zaste dzsHe A0E uzr|ge]
F77E AE wds A7l AR o wol &t

g0 98% HoiFE ol @ BA olF

o
QA o 2 seol BARSES & % 9
o

k

304%ke) FA2A%e g9 Folg wY HAA/IY
o zBslge FANY 458 ol o=
4 A2 e v AIge) ks

ge A&HoZ PaT Y& ¥ 4+ Aok

oleid Azt ¥

3(2004)9] @oAM B

o] 10 20 30
Days

+ MM EZ(AAR) = 0 T71 2 (AAR) -~ M E =2 (CAAR) - O £7| & (CAAR)

13) <E 2)944 viz7|ge] 37147t BA<2)&(BHR)&
(abnormal return)e] obd ¥4 & (raw return)<

HAEAT 73534 M3Z 200641 63

AAE 2] BHRO vla) &2
28 Rojt},

Aoz Ueiged], Eis
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934 7199l 371437 AH7E TA71e A
HEt %2 Z23s ek Aol

F7AEAAR 7195 Z228A% 7199 M
el FAId QoA ofE SAo] JIEAE ot
7] 98 A AEES wlastd. ol & st
of AA 290749 EE F 184748 fUtsdAR
71d#% 106709 ZaH 7199 F e £F
sttt FALH FA A - FLE THE FAA
A 3979 #F FAzAFAES o8] /7t
FAANG 7193 22 7199 A9
g FANEHE A5 23 tEdAE 719
39zte] AF FAHZAFAES 4.92%2 UEbR
Z2HAR 7199 BF FHEAEYEL
33%2 vehton HF FAzAFEY 2o
5% FEAA frdstdtt. ol FAAEC] 2
28 7199 pFudEdE f7AAdA
Fste AMFdE o dr] g AL 9
Agtn 88 ¢ Jon mepd AT
o dgdta A4 ¢ 3o

2y

rlr

4.2 55 ofc 7|4z} soiT J|ge Bla

AF] A F UFFe eAR s B

101749 #&3 o =AN7} DA B> 18970
o] RES W3R 13RS AAEIen (R 3)
£ 1 A%E HojzEg

(E 3)ellA Be utst Zo] ArtFaly) FA] ¥
FF7t 45 vxste 7193 =A@
719e A%t d&HeR AHE B/MF 78
FAAY FApHEE vehle [IRAN FAAL
2 FYAQ Ao|F HAF1 vt AAFEY ¥
Al o]del ARt FEIt AEFE FA] o] Fe 7
AL FAE ed Aoz Jdstded 3
gz F42 dzsiA e 319 AGst A=t
g 2 Aoz Jeygd &3 Agst waga @
F e 3 oA FH2AFYE(PCARIE F
ARCZ froatAe AT B/M3 mHsA 2
FA& izskA] ge Ade ARt =t & A
o2 Jehytl, & Fried(2001)7} AINE A9
Al 718539 ME dse FAYAR ZE
o 7149 77 AT ARt Ao B9
T F4E 2skal @otof o] s 42 F SUth
AT ol o] (E 3)M HE siwdte e
ARt A=t o AL Aoz Jehlee AAF
e FA F FAS vizshe 7199 A
A E #1999 7o) gtk

(& 3) ciFFel oAy Lly|gnt oiofc 7| Hlw

N B/M IR log SIZE PCAR CAR 3714¥ BHR
A3 101 1.66 5.98 22.59 -6.18 3.91 21.88
o= 189 2.19 4.14 23.33 -9.78 4.01 7.63
t-gk -2.11" 2.00** -1.41 1.30 0.02 2.64**
(p-value) (0.036) (0.047) (0.162) (0.192) (0.981) (0.009)

*orx w0 221 (0,10, 0.05, 0.0152 2%

14) 93 o 8939 ¢
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RARE ol 7|2iFef bRt thFEFe| BRF4 o HY

7| AFAAE FAH &S ‘/}E}Lﬂl‘: [IRS "%
Aol vjuiz HJEE FAHCE fostA ¥
AoZ Ugyt 7185 X}Z}“ 7199 A9AE
AAEE 71%5E ) Wi A T4 F

FAE viedhe A AT T &l
g Aoz sty oyt didze Bz ey
oo} Z|AERA M ol o 2 AR e
Agrawal and Mendelker(1990)& 71&%F2lzt
7b FAANGAA IF ZAREM e FoF
AgS FePditin Bgtou (F 34 BoFE 2
A NBREAATE ARA Y] AAAE FAEe

we] 7199 T2 (log SIZE)E M= /1ol
A o 2A vdebet $A802 fehl 9%k
o E@ ALY AFUEE dehhs FAzs
FAE(CARIE A9 Aot g A2 v
o 544 S99 gt

438N 7195 3224 7190 QolA
ol AT Y F 33 o= Ade] glolA
o8 S40| QEAE ohus] Astel AdjAI P
2 AT A F BFRe =AY 2]
Q7 ez A9 S Hae] 98 AR e A%
Aok, (E 4 AUNBE Y 34 F o

g F83 9&E F3sA]

(E 4) HeHAZY oAl Y|t viofz 7|99 Bl

Rahe

Panel A: AAY 7|19 Bl (N=290)

Aoz Hln

79 M=Ag 270 vl TG HE ¢

N B/M IR log SIZE PCAR CAR 37k4 BHR
7158 184 2.64 5.504 26.087 -10.51 492 7.06
22 106 0.92 3.535 17.837 -5.09 2.33 22.19
t-gk 6.73*** 2.42** 56.99*** -1.47 2.41** -2.84***
(p-value) (0.000) (0.016) (0.000) (0.144) (0.017) {0.005)
* R e 717 0,10, 0.05, 0.015FA 9
Panel B: #7158A1% 43714 (N=184)
N B/M IR log SIZE PCAR CAR 37/4¥ BHR
= 56 2.21 7.631 26.415 -9.05 5.74 10.01
vl 128 2.83 4.573 25.943 -11.15 4.57 5.78
t-3k -1.53 2.72** 2.21* 0.49 0.86 0.98
(p-value) (0.127) (0.007) (0.028) (0.622) (0.392) (0.331)
*orr e 7bZ) (.10, 0.05, 0.015F00A #elgh
Panel C: ZAHAR 44719 (N=106)
N B/M IR log SIZE PCAR CAR 3784 BHR
= 45 0.97 3.932 17 833 -2.60 1.62 36.65
Hloi e 61 0.87 3.243 17.840 -6.92 2.85 11.52
t-gk 0.59 0.61 -0.05 0.60 -0.66 2.07**
(p-value) (0.558) (0.544) (0.964) (0.547) (0.514) (0.042)

e 420,10, 0.05, 0.015%AH $93

ZASHI mi3sA M3 20064 68
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2739 Aol

FA2ANRT 2EIANPA £ /19 ¥
@ Panel AZ 28 498 A3 uet b
A4 2 A7t e B 4 Uk olRe 3~
Aduc 47158 439 719 249 el o
A WeHn A& uldet. 0|9 4772
A3 B/M3H PCARINE $71584%40] o
gol Aol gdgiedl, ole AH7kY B}
255 A9 Wl Atk APAThE U3
& Aolt. A BEARY AU g f715
A QY Hgel Ekow 7ge FRIME
#7138 A0l & Aoz vt 3
A 3 ANE Y AR BT B 2
A8 mag A% 7ge] $AHLE fedow
#7132 A% 719e $M3 9
AL B4 olFe| VY BFF7
A% o 2L olde e & Use guian A
34 sl ves s1ge] S48 s
93 37149 $4S dAs

Panel Bl #7130N% 49719 Edod
g3Fe] HEAY 247193 vuls A0S v
& A3t A BRARe SAvg] v HEoIA
foldrl e Acz Ushged A9d FRE
= BRI felskA 2 go] vEhdeh A%t
A7 Hlge A B2 A% 2ol vplE E
29 AR B 2A dedont $AHY &
Jdge gglem TAAY 2A5YER PAY
A 5ol 23598 £9 A4 BEe A% &
Ag A% BT =YY SHe mag )
FANE FAHE 20E Holm Yk

229 J19d d@ tF ARE (E 0
Panel Col ANH itk =ad 7199 3
B/M3 71 BEAR M&olA i 7193 v

S agl oo R
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71997k BAH 2 {oAHQ] Aol g LAJA £
gt B/M# IIR Hl&°] #715AA% 7B

< Ao Ugyed, B/ME X2 7|7 $9
Axg 7199 F29 AR 7L FRIIA] o vl
7] §Eolx IR ZAY 7|gd W3t 7|85
Azl F27F f7tsd ARG Z7] i A
o2 AZ4dEd. Z2Y 7Y FRE ofF nluld
o] HlE FEN © A Ueyon
PCARE "= F&oA o %3, CARL H|v)
= BEAM O #A UET FAAEY A
&5 Uehlle CARY 7% #7158A1% 71l
Me e F2A o A vehdot mxg A
37199 259 Hsi=dA o A Jergth o
AL Z2g A AAE wi] ZAl tig Al
o A7}t /7EAX TGN Bt DojA 1 £
sl Hel e Ao Aot Hvix sl )
3 FAtte A& onler

A2 7149 et s & 4L A 9
3 R widr1z Fol Wi=719el BHRO
36.65%2 HlvlT 71g9) 11.52%¢° &) 3u)7}
dan BAHcR froFelzte Aot & F2g
A A o)) FA 719 FA diFFe v
=97F B e Aol F7F A5El ¥
= 71d9 A$Et sdte AS 9n|dit, o
7199 FrgEe]l BAY foFes Hbx
ZIdEn & AL HE 537t Pt s
olgfs d & g AFAT =P E 5L ©
ojgtka djAo] 7heatth, wekx g 7]¢d)
A 2R dFF =7t 713 FAA F1
A FEEHAE 7Fedel f7HEE ARCAM B
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RARE olig) 71#1% ) FHAlD) chFEFe] BRFA i Ha

4.3 tint=2o|Y

H|Z

AN o

7143 et
ek 10.3%° =
Z1dddd &

oM diftZ7IdR g &

ol Hle) EAHCE
HE7b 2m g e
ﬂﬂﬁi%ﬂ]T-ﬂP¢4§%lﬁﬂmaﬂﬂﬂl
3 7198ee] BHR7 2o 4

= 72

gl

988
&3 7199 o

lﬁ

2 %9

B2 3

290749 F 2

-/]0})\1\.1—

AGHE it
F 4ue Bios 1y

g 7190l iAoz &
A2 Uehyth BT AELE 7] virIAF
X)o]z]_‘:—_ 01-}]1:!]- 11ﬁ7}

o2 ygy. s

12o] &(-)9 %
BofFoint. weta ditteolg
F7h = F9E e

FEt 7|gt vt 20|48 71

Z U=
< 307 7Idez A9
o gRE FAIIYL WFE
87 gE 710tk Eﬁﬂm 71
dFTe 300 AErges
= 30th AEIIde &ate
e 7192 Surh
& ANsen (& 5)E 1 2%E BoFt)
A 7199 FRS 71 BERR T g 9

el 447 AHS

A AADTIN tAE S B eldd

I Bl

R

zpol7h Zdtt stoigte 1 AW 2E A
i FA F F4L vfxste 71go] ojd ERL
JRAT YeA & F B2 oF FHotE] Y3
A Jdd tF3H

2 ARG AA 290709 FE
71 AT 3%
101709

B03y.e
Tf_‘}lia}\a]

T gz

o g

FAMEE(SSR) S F5WF

7Ht A 7HA]H & (B/M),

o vj=Apt
dgon, g
o}ﬂ 7199 %T
BFAA S T

SR

oA
ang 3}

&(IIR), 7199 #E(log SIZE) INY oA
782394 &(PCAR), A AN
(CAR)E SH¥TE 8o 2RAuY 34 & 5
A& st 7199 4 gtetus tdF3H
AL APt MFEZ] AdHA BNAx
7t (R 6yl AAEHo] glon, Jdd dFIAE
Mol Axe (E 7ol 8.9k} g},

(E Dl vebd AR 432 Agrd 73

FA

o stk F(+)9 BR7IrdEs 48 FAAY FAHE(R), 7199 FE(log SIZE).
AANE Aol A A9 FAHZI,AE(PCAR), 3AEH FA
(E 5) thi27|gact 7ieint vl 2o |ifiet 7l uin

N B/M IIR log SIZE PCAR CAR 371¢4 BHR
Hg | 260 | 191 4.44 22.68 -8.20 4.09 14.47
7d3g | 30 2.85 7.71 26.45 -11.30 2.97 -3.70
t-gk -2.16" -2.60%** -4.90*** 0.53 0.65 2.15"
(p-value) (0.032) (0.009) (<0.001) (0.597) (0.515) | (0.033)

xR oo 742t 0,10, 0.05, 0.01%
BlU R 719,

AN £E 7194

B2EL 30 AY RIS St vy, HFDage

5 TR 7idxge] #&
7194¢] ®#d BHRE 4.3%Z Bivl=r1d2] BHRY -8.33%

HASAT N3cA X3ZE 20061 68

F7F FobA =] (n=1D7 HHE71Y(n=19)¢

i &

QECEE T EREEH
Aoz v,

gyt Faz me
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(& 6) th=F ofTo|Ho] w7t A 2420}
SSR B/M IR log SIZE | PCAR CAR Market | Chaebol
22 o) $(SSR) [1.000 [-0.079 |0.379*** [-0.029 | 0.043 | 0.149 | 0.028 |-0.036
AR7-A7HB/M) 1.000 10.017 0.378"** |-0.039 | 0.089  |-0.349***| 0.255***
71222174 & (1IR) 1.000 0.287***1-0.134 |-0.051 |-0.217** | 0.221**
#% (log SIZE) 1.000  [-0.082 | 0.179* |-0.965***| 0.403***
2AACAR(PCAR) 1.000 [-0.298*** | 0.100 |-0.087
29149 &(CAR) 1.000  [-0.213** |-0.033
A% (Market) 1.000 |-0.313"**
7193 ¢ (Chaebol) 1.000
F)1.0* e 2124 0,10, 0.05, 0.015F¢00A #9ig
o ABO=$12BE, 1= 2290, 7I9UHO=HUFEAGHD, 1=3004 FE10D)
(B 7) ool chgt ciEsl7&y Zn}
LI Z2&95(SSR = UFFe FAueg)
s 0.337** 0.981 0.312* 0.349** 0.917
6T c}
(2.19) (1.43) (1.92) (2.33) (1.25)
BAM -0.006 ~0.005 -0.005 ~0.004
(-0.36) (-0.27) (-0.28) (-0.23)
IR 0.017"** 0.018*** 0.018"** 0.017*** 0.018***
(4.86) (4.94) (4.87) (4.94) (4.93)
low SIZE -0.013* -0.037 0.012 -0.014"* -0.035
o8 (-1.77) (-1.42) (-1.51) (-2.07) (-1.23)
0.164* 0.171* 0.163* 0.164* 0.169*
PCAR (1.74) (1.82) (1.72) (1.75) (1.79)
CAR - 0.851°* 0.819** 0.833"* 0.850*** 0.812**
(2.68) (2.56) (2.59) (2.69) (2.52)
-0.220 -0.203
A (-0.96) (-0.85)
-0.053 -0.028
1o
71 (-0.52) (-0.26)
F-Value 5.70*** 4.90** 4.76** 7.16%* 417
(p-value) (0.0001) (0.0002) (0.0003) (0.0001) (0.0005)
R-square 93.08 23.83 23.30 92.97 23.88
(adiusted) (19.03) (18.97) (18.40) (19.76) (18.16)

) 1. BAE g e Baba( )t #e 13E FMT
2.0, " e 7424 0.10, 0.05, 0.014

3. AU (=715, 1=22%), ZIRIAEs (0=HdF2/ 194, 1=3004 A2/
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= Aoz vepgd JL ol

gol 23l2 B/MS SAA §o4e] gle AL
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o AAEge] & Ao UEith o|g FAAL
2 4mun 083 2o
441 3N A A7 B 739 vz A

BH7-A7 HE(B/ME 34 A AR A=
€ dehlie A%7te) dedsz Agste 34
Aol B/Mel (AR Bo] Hojgled) 7

Al & Z717} 2o] A&d Aolmg FAL d o
g Aoz dqasid &(- ,] e M Aoz
dastdd. AN dades $)9 S Ul

o BAA e 31214 g FA A F
7t AP =g JERY A AHrE Weein
F e A AY FHEAFIE(PCAR)E %
()9 &g 712 Aoz qAsdn dds ¢
(£)9 @& 7KHe A2 Uegygd. oe 944
AHE AAFEY FA F dzAY E719
oz 7]de] EES viugd Ad dAske 29
2 MY 34 F g3t $4E bt
7192 34 Ao AH7t 949 JIgelgtn & £
Atk Hlul= FE9 B/M HTE 2.2009 #lx

-

oS

HYBIT ®35A M3Z 20064 63

FE HAFL 16622 0.549 F9AQ z}o)7}
ZA48A3, ALY ANz AHst 99
7199 dFF7t $A] & F4L vizslez 43

4oz 2 W AP 99 Ao ANFAY
2A ¥ hF37} %—é}—.-z— AEdTT A4 5 9
. Fried(2001)& A9A7F A9 o] e 2
A9 99 AT HABAE T 5 39
£ 1A e ANGET. He Ao Ane 02
oo} AAZAY FA Fol F4E e 7]
Qo) AR BAE H9PE Fhsgel ot
7 A4E & U,

442 7185AAe FAuEFH dFFe oz
A
NHFAAE AQAE BA - AAsle JiEe
7] Wil A A F dFFTE FAE
edhs ZIde )RR B E(1IR)ol
= Aoz distd F()9 @& /M Aoz
dastiodt FNATE A (+)9 #E JEY.
Agrawal and Mendelker(1990)= 7]1#5A#}
7t FAANZAN ARFAAEA FFE TG F
&S Y BgAT 2 479 AFge S
uete] 7| #FAA dEFe ey dE wA s
T 982 AdE FYd8A Rstx Qivke ez

M€t
4.4.3 7147RS} dFFY v A
etz FR7F 22 719 dr1del Hlgo

AR BAE AA W Wl F2a7199) 3
A W1ge AGRET AU 0|9 A3
A3 PFse B AL BAG 54 2
oogehd ANFAY BA F AR R4
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()9 BAAAFE M Aoz . B4
A3 7199 #EE ()9 AAATE e A
o2 yehd AAFeg 34 ¥ g3t $4E
ests 71de FRE 23S Aolgn d3d 4
A ZHdE dAsle A9E At =8 9A
BoIRo] AAEEY FA F diFFe] wfeA
47 vz 7G9S Hads o vz 7
de #E7t g & Ao vygoenz FrIL %
ow Aol Adatel] dig AL & o] FoiA
A 23ty 4 5 ik a2y o9 e 2
e 7HdR o] R AL 7|90 AR o
g AL & o] FojA A Fol Ut AHATE
AT, FEIL ZE 719e] ATl S FARE
g F7E 9 Bo] At dojd AR sk
k. AAw(1998)e] ATeME AVIHAYSFE
FNME5EC 9 ¥ue A2 98 s

44.4 3N ABEH D77 = A

AU FAYAFY FAEAFAE(CAR) S
AAFRY 3 F 270t o] 45l = o)
237 24T WESE A%l T A0 o
o F(+)o IAASE A Aoz et
2473 CARE H(+)9 HAAFE 7 A
oz Yedt me] 34 F ke 4% 3
7t 245 WRFE 743 gol vEdda #y

g4,
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2 Q7E AWAE AAF e BHoE

Al S FAIE 29070 2SS g2 AAfFul
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A S g ARESE BASAT. EF AAL
Foid A F FFe vj=AY st SR E
AR En, AT FA F FFTE F4E )
Edke 7193 viestA] de 7192 oW Aol
E 7R SleA Lotir] el si=AYt A
& 71 vivjxe J)]dol thet 2 vl EHet
o, FHF tiEshe 7|YL od EAS 7R
RAEA seter] Hsle] Fdw qFATA S A
SRtk £ A9 ARE aokskd o3 2.
AR, Aol dig A2 2R A0l
oo, A 24L& F7Pt st sle A4
oA o]FojAE Aoz Yetwd. Y FAE
A - 7o 2HpeEe IR daf AFEY
= olgsted AT 23 fUid A7l
g 33719 2R ApEe AL 7A@
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Majority Shareholders Selling Behavior after the

Repurchasing Announcement:
Signaling or Managerial Opportunism?

Jinho Byun* - Min-Kyo Pyo**

Abstract

This paper examines the managerial opportunism hypothesis of stock repurchase announce-
ments by analyzing firms that announced open-market repurchases between 1999 and 2001.
Previous studies on open-market repurchases have provided a number of potential
explanations for the positive effect to such an announcement, including the tax advantages
of share repurchases relative to cash dividends, a signaling of an equity undervaluation,
reduction of excess cash flow, takeover deterrence, and stock option funding. Clearly,
traditional explanations of open-market repurchase programs such as the undervaluation
signaling hypothesis have value and may be a determinant in some cases.

However, a question remains regarding open-market repurchases that has rarely been
examined in finance literature: are there any firms who announce a repurchase without
having either undervalued shares or any real intention of actual repurchasing them? Studies
on false signaling of open-market repurchase have not been documented except by Fried
{2001). He suggests a managerial opportunism hypothesis based on the agency theory of
Jensen & Meckling (1976). Because there are no direct costs of false signaling regarding
open-market repurchase, it is possible for majority shareholders including managers to
falsely signal their shares to be undervalued.

Despite Byun (2004) investigates the market reaction and long-term performance of false
repurchasing announcements in Korea, he can not find clear evidence of managerial oppor-
tunism. He measures managerial ownership changes between before and after the announcement.

* Corresponding Author, Ewha Womans University, Address: 11-1 Daehyun-dong, Seodaemun-ku, Seoul, Korea.
** 21st Century Economy & Society Institute
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The problem is that the time lag between the measuring and announcement dates is too long
to pinpoint managerial trading. This paper tries to overcome such time discrepancy by
analyzing actual managerial trading behavior.

Repurchases announced by ‘undervalued” motivation total 290 programs from 1999 to
2001 on Korea Exchange (KRX) which includes both the Stock Exchange and the Kosdag
market. According to the result of verifying actual market, to be profitable, a shareholder
should not sell the stock after the buy-back disclosure if the purpose of announcement was
undervaluation of the stock. The results show that the majority shareholders selling
behavior occurs in about 35% of sample firms within three months period. Relatively less
undervalued stocks’ majority shareholders tend to sell off the stock after the announcement,
which implies the disclosure of repurchasing can be false since the majority shareholders sell
their stocks after the announcement.

Our regression result shows that the SSR (stock sales ratio of majority shareholders) is
much positively related to firms with higher IIR (institutional investor ratio), higher PCARs
(previous cumulative abnormal returns), and higher CARs (cumulative abnormal returns).
However, we find no statistical relation between the firm size and the SSR, although the
sign is negative. We conduct regression analysis with control variables of Chaebol dummy
and stock market dummy. The results also show the SSR has positive relation with IIR,
PCARs, and CARs.

It has been anticipated that if the majority shareholder sells after the repurchasing
announcement, institutional investors’ shares would be low since they closely monitor the
corporate management. Yet, the institutional investors tend to have more shares (higher
IIR) which means they have a tendency to seek transactional profits rather than act as
monitoring investors. In a relatively small scale corporate, majority shareholder tends to sell
the stock after the announcement. This may imply inefficient monitoring over the
management. Finally, after the announcement, the majority shareholders tend to sell more
stocks if the price rises up. Our results suggest that the managerial opportunistic behavior
less likely exists in well monitored firms and the institutional investors in Korea provide

insufficient monitoring activities.

Key words: Stock Repurchase, Signaling Hypothesis, Agency Problem, False Signaling,
Managerial Opportunism Hypothesis
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