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e 4 10%, 5%, 1/‘|‘—|‘°ﬂ}\1 9] A< "}E}‘ﬂ‘:}

-}

12
=
lo
r 1"
E
& o
s
i

L
j,‘l

*

L
=%k oI5 S9% oA

i ¥EE A EZAA [BESF 97 EEA Pr>t]
CG 57 0.2846  0.0573 | 45 0.4240  0.0579 | (0.000) ***
cG2 57 0.1721  0.0734 | 45 0.3162  0.0943 | (0.000) ***
CG4 57 0.2685  0.1087 | 45 0.5157  0.2102 | (0.000) ***
Market, CAR 57 0.0214  0.0945 | 45 0.0859  0.1937 | (0.030) **
Mean _CAR 57 0.0335  0.0897 | 45 0.0951  0.1911 | (0.034) **
In(Asset) 57  25.3313  1.6809 | 45 26.8397 1.8971 | (0.000) ***
Leverage 57 0.5356  0.2204 | 45 0.5556  0.1708 | (0.607)
Q 57 1.5287  1.3663 | 45 1.3341  0.7066 | (0.355)
Relate 57 0.3158  0.4690 | 45 0.4667  0.5045 | (0.125)
Relative Value 57 7.4702 14.4925 | 45 3.7072 10.7069 | (0.135)
Complete 57 0.2632  0.4443 | 45 0.3333  0.4767 | (0.449)
Subsidiary 57 0.5789  0.4981 | 45 0.6000  0.4954 | (0.832)
Chaebol 57 0.2982  0.4616 | 45 0.5556  0.5025 | 0.009) ***
Foreign 57 0.0342  0.0639 | 45 0.1348  0.1537 | (0.000) ***
Listing 57 0.0351 0.1856 | 45 0.1778 0.3866 | (0.026) **

o]AtE H
9%k olst 9%k o1

HEe RS ot EFHA [ BESF Het XA Prolt]
CG 59 0.2975  0.0687 | 43 0.4127 0.0718 | (0.000) ***
CG2 59 0.1620  0.0570 | 43 0.3368  0.0796 | (0.000) ***
cc4 59 0.2919  0.1258 | 43 0.4950  0.2288 | (0.000) ***
Market CAR 59 0.0154  0.0933 | 43 0.0881 0.1903 | (0.013) **
Mean CAR 59 0.0262  0.0848 | 43 0.0983 0.1885 | (0.011) **
In(Asset) 59  25.3527 1.6888 | 43  26.8804 1.8919 | (0.000) ***
Leverage 59 0.5231 0.2272 | 43 0.5736  0.1509 | (0.181)
Q 59 1.4538  1.2506 | 43 1.4278  0.9353 | (0.905)
Relate 59 0.3559  0.4829 | 43 0.4186  0.4992 | (0.527)
Relative Value 59 7.3714 15.1102 | 43 3.6677  9.2303 | (0.129)
Complete 59 0.2881  0.4568 | 43 0.3023  0.4647 | (0.878)
Subsidiary 59 0.5763  0.4984 | 43 0.6047  0.4947 | (0.776)
Chaebol 59 0.2542  0.4392 | 43 0.6279  0.4891 | (0.000) ***
Foreign 59 0.0630 0.1066 | 43 0.0999  0.1405 | (0.153)
Listing 59 0.0508 0.2216 | 43 0.1628 0.3735 | (0.084) *
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(E 4) K[Hli=
F91% ol3

W RS Hit
CG 56 0.2991
CG2 56 0.1882
CG4 56 0.2365
Market_CAR 56 0.0250
Mean_CAR 56 0.0380
In(Asset) 56 25.2783
Leverage 56 0.5160
Q 56 1.4730
Relate 56 0.4107
Relative Value 56 7.1535
Complete 56 0.3214
Subsidiary 56 0.5714
Chaebol 56 0.3036
Foreign 56 0.0408
Listing 56 0.0357

0.0607% 0.0614= #A}
71E9] 3y Ao Ao}
Al e F(+)e] I E]
2 Ytk 53], FHFA ol
7ol AFHIdE 100% &t e 7
$(Complete)7} <k 0.29410], AYGA} 71 &
el 75 (Subsidiary) = %3t 0.58822 YER}
279 o) AL 7he] Eulol
= Al Ao} ol HEo FEFE VIE
O o 38.24%7F #A FHollon Il
AEZIHS A= oF 41.18%° = At
g 7199 7HA i) SgrIee THE ‘Jr
e $9 #9Yul&(Relative Value)& Hit
5.8101, Fg 7190l 44 SJAR] 7-%(Listing)
£ 2 0.098022 UrENE}. FH R (F HE
2 oA (CG2), 2
Z“F/] THHS TEer

23 z; Fausse J25A%E A3

(Mean CAR)°] 2zt
ok k(+)9 @ 7HA

TG Ao

oA
o
N

o0 B
T T"‘O]

AASod L H39A M33 20104 6%

A% o)
R RES " ETHEAL Pr>[t|
0.0721 46 0.4033 0.0761 (0.000) ***
0.0842 46 0.2936 0.1100 (0.000) ***
0.0902 46 0.5493 0.1650 (0.000) ***
0.0994 46 0.0840 0.1938 (0.051) *
0.0955 46 0.0924 0.1911 (0.066) *
1.4828 46 26.8714 2.0482 (0.000) ***
0.2185 46 0.5790 0.1690 (0.104)
1.1651 46 1.4062 1.0821 (0.765)
0.4904 46 0.3478 0.4815 (0.519)
13.6674 46 41746  12.1692 (0.247)
0.4713 46 0.2609 0.4440 (0.507)
0.4994 46 0.6087 0.4934 (0.707)
0.4640 46 0.5435 0.5036 (0.015) **
0.0639 46 0.1245 0.1578 (0.001) ***
0.1873 46 0.1739 0.3832 ‘ (0.029) **
Aolth. &3] Auj+x 3ol ¥&FE 7427
49 & (Market CAR, Mean CAR)°] R% +
oHoR w2 FAoZ Yeh} B E THEEY
(unlvarlate test)e] AolA| gk A|ujgtz 9 o
S5 IR} =2

ARSH=
W% Aoz YEyto
ol o A}ﬂ CG2) 2 ZAPITF(CG4) 9
F(+)9 FABAE A= A
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< 9T £ 3ivh o] Masulis et al.(2007) = FHAQ oz v vk uwhebA olet
o Aapet dAleke Ao ATt #2719 22 Ade AFHAT el A7 E
U= A FARWL RAAHCr gom nAe JEFe o] AEAF B AR 5o
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A E ANEFE FAEWE v dEld o e g ] W 2o AR 240 2
o9 F= AAste A & F ok B 232 HAE 99 AAXeR 4R SyPus
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(+)9] AABRAE 7 et ole ARFEZE ghol 3A] @l gl Exle AdsiAl o
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Az HE AAE vS w2 A A A, (E 69 (28 D (29 2 7€ 4
TxE £ TR dve A& guiste Zer, 3o HnE 9 24 Ao R(Chaebol) 2
AT 71971 A AFelA AEZIde] ATE AEARE AR (Subsidiary), 123 FHEFAl
HAE7|de vlE] fodoR Erhe ARt 2 oo FurIde] PSS 100% LFdta
Hetolgtal £ 4 Ut AE A (Complete) & A2 med &4
3 e, AR, w71E2001)Y 43 & ARE Uehde, (¥ 3)T (Y 4)& AulF
A5t AE v HG=(Chaebol) & Market CAR 2 ZZA (0L 7120z Autd oz Aujtzr) &
Mean_CARS= 929 &(-)9 Za#AE 7 WIAEH nAe 9FS AHE Aot} 1
Ae Aoz vepged o AMZge e ga (238 59 (BF 6)2 AUZd A=
H & B 7bsAo] AiAeR & 7 FHFA ATz FEd we FHIFANERL Aozt v
FI} fodor die AL uditt, & (E AZ wA3HCG(H)xChaebol) S 53 AwE 2
59 BTN AFMe AErIdel AAA]  AE et
A2 e} o)Ak 9 AP AR EE = RE BN A

o
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,\ ofl
&
o
2,
o,
Q‘L
=

A 712 Ao TR 2ol dTAER EYn] we

3) (F H~(& 6T AR S ol &3] ANE FA2AFAE (Market CAR)E o83 23S ejaisict. A424 w423
F4E(Mean CAR)= ©|8& £4 94| TUT ZHS HofFTt
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JNRRIMPES 2143 (MBA) BAIZD

(£ b) FUFTE AZEN
ATFE 2003 1€9~20083 TE7HA] f75BA A AdE 1027 B (firm-vear) & o] &3to] A7z} dHFA A nxe o
FE AT ofgle ®E FawWlsrEe] AAWAE TG 7§Jﬂr°]"/}. Market CARE A -20095H -20497H419] AEE 8] Al
2Y& 4T & (38~ +39)% 25U ES THNA A2 FHEHALYE, Mean CARE @3] AARAFE Atsto] (-39 ~+3
)7t iy)r"?—"—l%% FANM AEG FA2IFAE, CG, CG2, CG4e 44 M7l A7z F4, <413, 179 A5E Yepd
DE HAee dxd FHoz RTslsie] A=Y In(Asset)S FAMY] AAAZ T 3, Leverages FAMY tib] F34) Hl& Qv B

oM Fo AR, aBlm BAe ARIbA TS Z}/}}P_i Ui 3t Complete® ?émé%/‘] TA FH7IYG0] I3 IA
5 < zte tul¥S Relates %—78*}%}7}«] A AL 19 @& 2t guHgoeln Subsidiary®t Chaebol-&

Z 7399 AP A 19 % Ze guisE Yehdt Relative Values $%71%9 97t div] 937
o] I/t H&S YEMH Foreigne ¢=<1 X]Tga Listing& I%7I190] 4471dd A% 19 #& e gn¥sE Jepdoh
)= t-BAZF p-valueol™ *, **, ***& 242t 10%, 5%, 1%5TAA FAAUES e
1) (2) (3) 4 (5) (6) 4 8 9) (100 (1) (12) (13) (14) (15)
0G (1) 1
02 2| o L
0.693 0.690
0.264 0.308 0.241
I\dalkethAR (4) (0007)*** (0002)*** (0015)** 1
- 0.255 0.307 0.232 0.988
MeanCAR 81 orop (0.000)° (0,019 (0000 !
In(Asset) ® 0.390 0.300 0353 0207  -0.213 1
(0.0000*** (0.002)*** (0.000)*** (0.038)** (0.033)*
Leverage M 0.100 0;056 0.197 0.123 0.133 0.054 1
0317 (0573 0.04D* (0.218)  (0.183)  (0.592)
Q ©®) -0.018 0.111 0.063 0.078 0.067  -0.341  -0.050 1
(0.85)  (0.267)  (0.528)  (0.438)  (0.503)  (0.00)*** (0.616)
Complete 9 0;059 0003 -0.113  -0.243  -0.216 0177 -0.237 -0.278 |
(055) (097  (0.2600 (0.0 (0.029)** (0.077)* (0.016)** (0.005)"**
Relte (10 0.115 0.061  -0.003 0.061 0.049  -0.004 -0.082 -0.192 0.112 1
(0.251)  (0.608)  (0.974)  (0.540)  (0.627)  (0.967  (0.411) (0.053)* (0.262)
Subsidiary (1) 0.141 0.065  -0.006 -0.142  -0.120 0.331 0.041  -0.323 0.321 0.002 |
(0157 (05160 (0.957)  (0.155)  (0.229)  (0.001)*** (0.682) (0.001)*** (0.001)** (0.981)
Chaehol 19 0.265 0.264 02711 0206  -0.187 0.630 0.094  0.001 0028 -0.125 0.133 1
(0.007)*** (0.007)*** (0.006)*** (0.038)** (0.060)* (0.000)*** (0.346) (0.992)  (0.778) ~ (0.209) (0.182)
Relative Value (13) -0.106  -0.078 0.007 0.267 0248  -0245 0076 0162 0289  -0.040 0206  -0.197 1
: (0.289)  (0.435)  (0.948)  (0.00M)™* (0.012** (0.014)* (0.448) (0.104)  (0.003)*** (0.691) (0.038)** (0.047)**
Foreign (14) 0.331 0.227 0293 0133  -0.133 0597 -0.158 -0.072 0.156 0.169 0.147 0.451 -0.145 1
(0.001)** (0.022)** (0.003)*** (0.183)  (0.181)  (0.000)™** (0.114) (0.470) ~ (0.116)  (0.090)*(0.141)  (0.000)*** (0.147)
Liting (15) 0.266 0.237 0245 -0.050  -0.062 0.287 0.067 0042 -0.213 0.080 0.075 0.193 -0.135 0173 1
‘ (0.007)** (0.01D* (0.013* (0.583)  (0.536)  (0.004)*** (0.572) (0.676)  (0.032)** (0.425) (0.455)  (0.052)*  (0.175) (0.082)*
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(% 6) OLS FgZz: Aui7z8s 58 ol8
A

B Ad3TE 20039 1¥~2008d TE7A f7tsAAIEC 34E 1027) EE(firm-year) & ©]&3l9 Aujtz7} &
WA X e dge AT okl e AlFRAS FHES o] 88t AulFRrt FHFAI AT v]X)
€ 9L Dy AR Aot Market CARE FAA -200¥8%E -20¥87H419 A5E Tl AFRY S 4
o & (-3U~+39)7 2UFYES TR A& FH2ATIE, CGe MNEVIHY AR T4 UEhY
BE Aee dxd FHog xFdsle &St OG(H)e CG7F $9#EY 52 4% 1, vyuxE 09 @&
Zk= Hnigeoln In(Asset)S A AAZT gk Leverage® FAM: tlb] 54 vl&, Qv EEF AIA7L
¢} AT A7R], agla FAY FRIER FE FANCE e @, Completes WA BA FH7I0l
A&7 100%272 4% 19 #S 2E gupis, Relates 33417 Y 4% 19 #E 2t g
Folm Subsidiary$t Chaebole 247t AGAF 7+ Y 299 AE7IAL 4F 19 &S 2t grsE Jeid
t}. Relative Valuex TW7Idel d¥7d o] @714 97t v&S JeplH Foreigne 9591 A&E&
<, Listinge JgH7Ide] 43719 4% 19 #& 2 guRsE el ()& t-EAF9 p-valueold *,
e A4 10%, 5%, 1%l FF8 Y-S YeRdt
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
oG 0.621 0.622 0.935 0.885
(0.059)* (0.063)* (0.007)***  (0.010)***
0.142 0.142
CG(H) x Chaebol (0.020)** (0.016)**
In(Asset) -0.024 -0.021 -0.021 -0.016 -0.020 -0.017
(0.024)** (0.104) (0.065)* (0.231) (0.119) (0.170)
Leverage 0.185 0.181 0.193 0.196 0.201 0.172
(0.023)** (0.029)** (0.019)** (0.019)** (0.011D)** (0.033)**
-0.026 -0.025 -0.021 -0.019 -0.009 -0.014
Q (0.100)* (0.142) (0.181) (0.255) (0.568) (0.390)
Relate 0.025 0.024 0.034 0.031 0.046 0.047
(0.426) (0.452) (0.283) (0.335) (0.155) (0.138)
Relative Value 0.000 0.000 0.000 0.000 0.001 0.000
(0.951) (0.896) (0.946) (0.991) (0.572) (0.962)
Foreign 0.175 0.177 0.197 0.206 0.089 0.095
(0.275) (0.277) (0.220) (0.206) (0.587) (0.562)
Listing -0.022 -0.029 -0.011 -0.012 -0.002 -0.025
(0.676) (0.597) (0.839) (0.824) (0.974) (0.638)
Chaebol -0.065 -0.065 -0.060 -0.060 -0.089 -0.092
(0.083)* (0.095)* (0.109) (0.025)** (0.064)* (0.053)*
Subsidiary -0.007 -0.005 -0.007
(0.841) (0.885) (0.824)
Complete -0.028 -0.030 -0.056
(0.487) (0.460) (0.135)
Constant 0.613 0.537 1.007 0.892 1.202 1.152
(0.027)** (0.098)* (0.003)***  (0.018)** (0.002)***  (0.003)***
F-value 2.35** 1.76* 2.11% 1.80* 2.49%** 2.55%**
Adj.R? 0.0976 0.0773 0.1089 0.0941 0.1412 0.1565
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ATE 20039 1¥~20089 T97HA f7sdA A AE 1027 EE(firm-year) = ©] &3t Awj+27} g
FAEI A G TABIGAT. oY Ee AujTxEv) 35 % o] A}2] 9} 7”\}71—?7} FHFAIEI 1]
£ 9L 93 AENE Aoty Market CARE 341 -2009%E -20¢71419) A2 E B3l AIFERYE S F
(=38~ +3Y) 7t 2UFAES TN AEd FHARALYE, CG2, 0G4 27 o 89 A+ A
EH BE A A FHoZ BFEIet A=t CG2(H), CG4(H)& 44 CG2, CGL} #¢
FED =2 A5 1, UnAE 09 #& 2= gu¥igoln In(Asset)E EA4e] AAZa 7k, Leverages FAMt
= BEFY A e AAEA, agla FAY ARV e FANCE U &,

7ol AFYIAE 100478 45 19 g 2t vn¥l$, Relate:s 57"\}%‘
ko] Y 7 = Yulsgoln Subsidiary®t Chaebol 272 AGAT 7 ¥ 459 AU719Y
BE 19 @ ze Eiﬂl NS JehY. Relative Value: TW719 471 iy 4‘”‘7]?34 7l v &
S YERY Foreigne 9139 AR ListingS 33 71d0] A4719d 4% 19 3% 2= guiss Jehd

(o2

. ()& t-EAZ pvalueol™ *, ** ***&= 42 10%, 5%, 1%5oN +929S vehdt,

Model 1 Model 2  Model 3 Model 4  Model 5 Model 6  Model 7 Model 8
0E2 0.371 0.382 0.540 0.512

(0.005)*** (0.004)*** (0.000)*** (0.000)***
CG4 0.333 0.319 0.354 0.384

(0.003)*** (0.005)*** (0.002)*** (0.001)***
0.180 0.172
CG2(H) x Chaebol (0.003)** (0.003)**
0.080 0.137
(0.089)* (0.014)**
-0.020 -0.015 -0.019 -0.017 -0.020 -0.013 -0.025 -0.016
(0.072)*  (0.247) (0.106) (0.167) (0.068)*  (0.302) (0.026)** (0.181)
0.188 0.186 0.182 0.153 0.223 0.236 0.212 0.209
(0.018)**  (0.021)**  (0.017)**  (0.047)**  (0.006)*** (0.004)™** (0.008)*** (0.009)***
-0.014 -0.014 -0.001 -0.009 -0.020 -0.017 -0.020 -0.013
Q (0.386) (0.405) (0.962) (0.587) (0.202) (0.296) (0.187) (0.394)
Relate 0.039 0.034 0.053 0.053 0.030 0.022 0.039 0.038
(0.210) (0.276) (0.089)*  (0.084)*  (0.330) (0.467) (0.212) (0.211)
0.000 0.000 0.001 0.000 0.000 0.000 0.000 0.000
(0.960) (0.927) (0.657) (0.888) (0.809) (0.820) (0.754) (0.824)
0.158 0.175 0.008 0.021 0.229 0.247 0.157 0.131
(0.308) (0.265) (0.962) (0.894) (0.142) (0.119) (0.331) (0.410)
Listing -0.010 -0.016 -0.012 -0.032 -0.010 -0.001 -0.013 -0.024
(0.851) (0.764) (0.803) (0.533) (0.843) (0.981) (0.798) (0.647)
-0.060 -0.065 -0.103 -0.099 -0.070 -0.064 -0.067 -0.066

CG4(H) x Chaebol
In(Asset)

Leverage

Relative Value

Foreign

Chacbol (0.099)*  (0.092)*  (0.029)** (0.03)* (0.052)* (0.084)*  (0.059)* (0.069)*
Subsidiary -0.001 -0.008 -0.016 -0.017
(0.968) (0.785) (0.610) (0.579)

Complete -0.027 -0.058 -0.025 -0.087
(0.492) (0.103) (0.517) (0.057)*

Constant 0.714 0.595 0.772 0.746 0681 0515 0.842  0.653
(0.010)  (0.059)*  (0.013)  (0.014)** (0.013)** (0.095)*  (0.005)*** (0.033)**
F-value 2737 2928 3137 339"  3.00°" 2637 3227 308
Adj.R? 01598  0.1425 02038 02230  0.1670  0.1520 01820  0.1994
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(% 8) Hd =MZnt

ATE 20039 1€9~20083 TE7HA f7hEBA A AE 10270 & (firm-year) 2 o] &38ko] w727} &
FA AT A e GFgS BT ofle] Ee AR T4, o)Akg, agln AP EE FEFAIE T WX
4 FETHLY (random-effect model) = o|&3le] sid B3 AIlo|t}. Market CARE A -200€
B -20¥71A9 ARE Ea) AFRIES FHT T (-39~+3Y)7 2L ES FHHAM AET FH 2L
. CG, CG2, CG4= 74 MNENH Aeltx F4, o|Akg], A+ A4E Yehlr BE d4e Azl
2 ZF3lele] &Y. CG(H), CG2(H), CG4(H)v 4% CG, CG2, CGL7F Z@r 2 45 1,
= 09 #*& 2t guHgoln [n(Asset)e FARte] AR 3k Leveragee FAME ] 24 vl @
o] A7} A9 A7ER, agla BAlY AR S FARICR e 3, Completes T3
1ol AEHNAE 100%273 4% 19 2 2t gujds Relates 3447 &Y 4% 19
Hul¥<Eo|n Subsidiary$t Chaebol> 242t AEAL 7F Y 499 AH7|AdL 4¢ 19 #& 2= ¢
ettt Relative Valuee ¥%7199 7k oy 33719 397t v &S U™ Foreigne
o|FQl A&, Listinge 7] A471dYE A% 19 @& 2= grRisE yepdd, (e -S43
p-valueo|® *, ** ***&= 47 10%, 5%, 1%F=lM +949S Yehi,

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
0.994 1.293

ot 2L o

Lt
rlr ol
2y ot rr S o 1

(B o > FT E o T rlr o rlz
A

>
it

CG (0.017)***  (0.002)***
0.614 0.708
0.390 0.432
CG4 (0.002)**  (0.000)***
CGZ(H) x Chaebol (OOO%)ZSE))***
n(Asset) 0.016 -0.018 0.011 0.013 0.014 -0.018
(0.305) (0.219) (0.449) (0.346) (0.339) (0.213)
Leverage 0.252 0.227 0.220 0.186 0.261 0.234
0.005)**  (0.009)***  (0.008)***  (0.019)***  (0.003)***  (0.006)***
Q -0.019 -0.011 -0.012 -0.003 -0.017 -0.011
(0.312) (0.556) (0.484) (0.862) (0.355) (0.539)
Relate 0.052 0.067 0.054 0.069 0.030 0.045
(0.149) (0.057)*  (0.105) (0.033)**  (0.375) (0.185)
Relative Value 0.000 0.000 0.000 0.000 0.000 0.000
(0.821) (0.873) (0.828) (0.822) (0.838) (0.822)
Poreien 0.307 0.190 0.236 0.087 0.343 0.216
(0.119) (0.326) (0.193) (0.626) (0.066)*  (0.255)
Listing ~0.051 -0.064 -0.048 ~0.067 -0.041 -0.070
(0.449) (0.317) (0.438) (0.259) (0.511) (0.264)
Chachol ~0.060 -0.102 ~0.065 -0.108 -0.080 -0.081
(0.185) 0.062)*  (0.122) 0.032*  (0.066)*  (0.056)*
Subsidiary ~0.030 -0.025 -0.037 -0.035 -0.036 -0.027
(0.464) (0.517) (0.322) (0.322) (0.351) (0.469)
Complete -0.028 -0.054 -0.026 ~0.060 -0.025 -0.090
(0.540) (0.211) (0.542) (0.130) (0.570) (0.086)*
Constant 1.177 1.476 0.649 0.766 0.592 0.716
(0.009**  (0.00D***  (0.06D)*  (0.02D***  (0.094)*  (0.041)***
F-value 2,087 3.08°" 3.307 4587 318" 34T
AdjR? 0.1980 0.2452 0.2367 0.3007 0.2359 0.2862
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Corporate Governance and M&A Announcement Effect

Soon-Hong Park* - Hyun-Han Shin**

Abstract

There have been a lot of researches especially on M&A announcement effects. However,
what is more interest topic today is that why stock prices react significantly to the M&A
announcement and a few studies argue that the agency theory is one of the main reasons.

Especially, as many researches argue that firms with a good corporate governance system
tend to have less agency problems than others, recent papers focus on the effects of M&A
announcement from the perspective of agency theories by using corporate governance data
as proxy variables. Moreover, these studies consistently suggest that if firms have a good
corporate governance system, M&A announcement effects in those firms are higher than
counterparts significantly.

However, different from prior research, studies in Korea do not show that the level of
governance system tends to have positive relation with market reactions to M&A announcements.
The most important reason why there are not consistent results with respect to the effects
of agency problems to M&A is that there are not so good proxy variables for the degree of
agency costs. In other words, even though a firm's corporate governance system can be affected
by many factors including ownership structures, prior researches in Korea usually use just
ownership data such as manager's ownership ratios or institutional ratios as proxy variables.

Meanwhile, since the IMF economic crisis, Korean firms corporate governance systems
have been considered as the main reason for the so—called Korean Discount. So, there are
many changes in regulations such as the board of directors and audit committee and so on.
Additionally, the important roles of the board of directors and audit committee are to

increase the efficiency of firm's investment activities including M&A. Therefore, after the

* First Author, Department of Business Administration, Konkuk University.
** Corresponding Author, Yonsei School of Business, Yonsei University.
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IMF crisis, we can guess that in Korea the effects of corporate governance, especially board
of directors and audit committee became more important.

Unlike the Masulis et al.(2007) paper which focuses on anti-takeover provisions, this
paper investigates the effects of corporate governance on M&A announcements based on the
agency theories by using the KSE listing firms over the period between 2003 and 2008. In
particular, this paper uses individual corporate governance scores provided by the KCGS to
test the effects of governance system on the market reactions. As prior studies argue, the
KCGS's governance scores are likely to be good proxy variables for the level of a firm's
agency problems because there are a few results that show the positive relations between
corporate governance scores and firm value.

Considering all reasons mentioned above, we can find that generally firms with good corporate
governance systems tend to have significantly positive abnormal returns than others, which
means that corporate governance systems can mitigate agency problems by controling manager’s
inefficient behaviors. In addition, in subsample tests, we also find that the board of directors
and audit committee in Korean firms are the most important factors to affect the market
reactions to M&A announcements. Finally, this paper shows that the effects of two above-
mentioned systems can be work even in business groups, Chaebols, if Chaboles have good
corporate governance systems, which means unlike the prior studies, the Chaebol variable is
not a good proxy variable for the level of agency costs.

In conclusion, these results are consistent with the prior research results based on the
agency theories. Moreover, especially in Korea, the board of directors and audit committee
are more important factors to affect the M&A announcement events, resulting in increasing

firm value significantly.

Key words: M&A, agency problem, corporate governance, board of director, audit committee

540 HASHATE H39A A3z 20104 62



