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AR Fabo] ZAAAQ J8kS uA 4 glonma Ex)
ol 2339 tH Brochet, 2010). MBRZ SIZE
27k 719545 Udeille 549 HFERA
Z1edEd dFE A F e 7199 7R EH
& TREHE FAsH] Hall s THSeyhun,
1986; Rozeff and Zaman, 1998; Lakonishok
and Lee, 2001). T3 &AEn7]H0A Yepd

rorlo r&

10) B Aol o] Fo fFAANL TLF LAl A FAHE A= v TAIH. oHd Brole

X8 (Brochet,

2010)%F d#=A 7P mE A ds 71EeR Addd AL Aol dFE At
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% 30,12071e]t},

ZAE BE
ZwHoO
I i

o L

D 129 221H< o199 719

@ FE99 st 714

@ FAel 7ol A efzio] obd 719

@ A2 714

©® 24 2o ArAE 52 452 F e

71
ASEA 2ed AFAR T F418H M

B(F)9 KIS—ValueOﬂH 22390} a9 2dx|
2 9% Azl g W] Yet] A -t
1%l adste Asahe 424 - 5k9l 1% 8
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LHE X2 SAlol chgt AlgutSnt O 2320l

(7 1) #2274

WA BEAYHA

e
i N W% W
AA WEAAY FA1(2001d ~ 20129) 42,244 26,818
Aol ANAAY, Azt A, Al Zfe] o< JEAAH 14,590 5.662
A dz Bud Jol7t 409 2ste WEAA 863 603
ole] & ujFFA AF 3L ojfe] HEAAY FA 2,429 1,863
129 A5PEQ1 o]9]¢] 719 Al 2.562 1,311
FEH &8 7199 FA 1,031 480
Bl A A 7199 FA 356 415
A2 7149 FA 299 357
Ao o3 A5E 45T F e 7199 FA 3,299 2,822
HE BHRE 16,815 13,305
EB: A= FX 9 Hi EuAA
. weg 2T BIHD)
o L v = w5 v
2001 1,201 615 586 17.40 18.22
2002 1,412 725 687 16.52 17.47
2003 844 500 344 15.75 17.44
2004 800 536 264 14.05 15.57
2005 1,545 676 869 15.21 15.81
2006 1,787 985 802 16.47 18.86
2007 2,495 1,425 1,070 16.67 18.35
2008 2,807 2,113 694 18.50 21.86
2009 5,160 2,601 2,559 6.28 6.01
2010 4,497 2,263 2,234 4.73 5.35
2011 4,050 2,384 1,666 4.77 5.50
2012 3,522 1,992 1,530 4.75 5.54
s e Wi 30,120 16,815 13,305 12.59 13.83
2 Hit 5Y Y92 4" EFo] YeEva gtk & T ZHAQ A Wl FAE Fg49
o AP BHuAAE Avrw gaFer  JgaE JFE =A 3AEHE ekl ZAgH 9
= A HaA izt vigA g vle) 1.24Y A et Aoz oldldtt(Patell and Wolfson,
7V A A AR JEdt ol A4 1982).

ol
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4.1 UFREHE) SAAES| F718k
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gzl wel 107 252 R F 72+ 259
CAR<= vttt 1 A%, iFa vt =27} 7F
A 2 13259 CARe] -0.0087(-0.0119)2A 7}
e g2, WRA e R M 2 10259
CARe] 0.0028(0.0039) & 7} =& 3t Holn

=

7Hd 19 A3 #HEete], WEAAY BAPE AAACZE 0.842(0.915)9] FolF F(+)9] A
& AN elEANE FEst o 47 #EAVE e gl ols FARES FURE:
o] aFd g 7lssAY 2 4 2asedER o] WA Hlgste] Yehte AR 3
FAZAFAEY Fods A AH= (FE 29 Adrh
2t}

(F 29 A9 Ax WEAAY(N_TRADE)Q] 71 4.2 AlREIE Z™20!

SEAFE AL ot $A] AFE A ol

T WA (16,815)7F Wi=A(13,305) 7}” 29 Aol dAM, (FE DY Hd A= 2 A
Hep BAT AA AN FS W =72](0.0144) 7} o By AHE = WFES Ve AEE AlAlste
7120, 0096)Eﬁ‘r B2 Aox vehu ot 9&4. WA FAE A —? +19 7 +2%¢]
(& 2>«1 g Be WEAAY A9 A -39 = CAR B#(5H5)2 242 -0.0018(-0.0038) 2
#H+E(AR) “% FAHZ2IFAE(CAR) S AAISE  -0.0025(-0.0047)2A 2% &9 #E HoFa
a %Ur WA AR A FAY 29 5H AL}, o] FEEdd 2FE w=AY ] 7t A S
+1970] frofgh k(+)9 ARe| Uehva glom, = E76la tRe AtAc R A7) il Aow
CARE rogh & (+)9 gkol vehtar sk, ol olgf et MAZES] Bzl FRgH(TY) S 71E
Hlal], WA EA e 7 -olls FAY -195H o7 FE3H 7Y nnke] ZE(SHORT) S <F 49.4%
+2971A] 9@ &) ARe] UehUH, CAR o, 2297|999 #AEe Z29 < 47.13%¢
T3 fFoek F()9] g Holx stk ol A #9ste AR UEhdth 2 o WRAAY FA
g0l WAl mlFAHE good news®E 14t 7199 MBRE ¥ 1.57952 yehta glon,
£ 9 =AY bad newsZ ¢143laL oS ok 26.04%°) Fete FiHo] Hr|&AS Hudlk
Ul = Adolat WRAAY FAIVF FEAZESR  ASE Jehdth

& 7HKte 7M. 18 AA st Aol (G 3)9 #d B HEE o] AddAE B

o (F 2)9 Hd Ce FAIE WEAA»Y stk thZtd At (i) & glof&(2ajofeh)
2ol 2oe g wEgE B 495 AXE AgoltP CARS N_TRADESE 93 &
3 gtk WEAAHE oA wjeo® 1 A +)9] #A7}, SELLA= Fo¢ &(-)¢ #A 7}
13) CAR( 1 +1)-‘Jr CAR(-2,+2)= 0.89] & AAAE 7IAH, o3} Aol AT A9 fARE $2& Holi Sl (&

3] 3d BellAE CAR(-2,+2)9 Ak A e
1718 AASAT H44d A= 20154 12¢



LHE X7 2H

(E 2) WFAA

e A WEAAN(N_TRADE) ¢ 7|&&A %

2 SAloll e

SAlof ohet AlgEST O Z2E 268l

x A =
ZelE

T TS B ZFHA A2k Exidy Hoj g
U Rl 4= A 2 16,815 0.0096 0.0260 0.0000 0.0011 0.1450
WEAp = A 13,305 -0.0144 0.0324 -0.1547 -0.0012 -0.0000
Hd B: WEAAY FAIY A - Fo 2A5AE
g WA 47 2 WA =7 2
(7171) 2359 8 (%) t % 2349 5 (%) t
-2 0.06 2.56™* -0.04 -1.24
-1 0.09 3.70%** -0.15 -4 .35%**
0 0.09 3.65%** -0.13 -3.76***
+1 0.04 1.70% -0.23 =7.13%*
+2 0.02 0.91 -0.12 -3.68***
(-1,+1) 0.17 4.09%* -0.61 -10.82"**
(-2,+2) 0.22 4.22%* -0.84 -11.50"**
HE C: WEAAY TR w2 275 E
= N _TRADE CAR(1.+1) CAR (2. +2)
1 -0.0577 -0.0087 -0.0119
2 -0.0047 -0.0072 -0.0102
3 -0.0009 -0.0060 -0.0081
4 -0.0001 -0.0042 -0.0057
5 0.0000 0.0003 0.0002
6 0.0001 0.0019 0.0016
7 0.0005 0.0022 0.0021
8 0.0015 0.0011 0.0019
9 0.0046 0.0002 0.0014
10 0.0469 0.0028 0.0039
ARt
205 &7 - 0.842*** 0.915***
T SBA 5
1) N.TRADE = W#AAH (FAR-H=A) F24E TPFAFFE U Y
2) *** o ro 747k 1% 59, 10% FEelA £ F—% on)g
AT Haad M6 20151 12¥ 1719



o
0x
182
ok
Ho
fol
o
Ho
2t

(&7 3) 7I=&A

e A: 71eEAF(N=30,120)

W A EEE B F4% Aohzk
CAR(-1,+1) -0.0018 0.0595 -0.1764 -0.0038 0.2198
CAR(- 2 +2) -0.0025 0.0764 -0.2295 -0.0047 0.2856
N_TRADE -0.0010 0.0313 -0.1547 0.0000 0.1450
SHORT 0.4940 0.5000 0.0000 0.0000 1.0000
SELL 0.4417 0.4966 0.0000 0.0000 1.0000
KSQ 0.4713 0.4992 0.0000 0.0000 1.0000
RCT_NTRADE -0.0002 0.0057 -0.0410 0.0000 0.0267
MBR 1.5795 1.5442 0.1672 1.0832 8.9877
SIZE 26.1505 1.7697 23.3253 25.7820 31.9617
LOSS 0.2604 0.4388 0.0000 0.0000 1.0000
PRET 0.0730 0.3235 -0.5134 0.0128 1.5105

H)d B: W3 AAHA

B 1) 2) 3) 4) 5) 6) 7) 8) 9) 10)

D CAR(2.+2 0035 0.006 -0.089 0010 0.01§ 0072 0.002 -0.021 -0.085
o NTRADE OO -0.009 033 -0.032 -0.1% 0021 0.033 0037 -0.039
3) SHORT 0013 0021 0020 0084 0019 00% 0133 003 0.02)
4 SELL 0081 -0.860 -0.020 0085 0.049 0.143 0035 -0.019 0.1g]
5) KsQ 0021 0069 0084 0085 0033 0163 0589 0130 003
o RerNTRADE 0024 0185 0053 0218 0025 006 0.022 0.0]5 -0.032
7) MER 0073 0152 0033 0176 0239 0072 0013 0004 0239
8) SIZE O'O*%Z —0.019 0.1*5*% -0.006 —0.6*% -0.006 —0.0*58 —0.2*% -0.003
9 Loss 0030 0.020 0031 001 0130 003 00l 0260 003

10) PRET 0.062 -0.139 0.047 0.161 -0.028 -0.057 0.196 0.068 -0.150

) AFA e CAR = WA FAD A - Fo] ARG g FAxAEAE N TRADE = FAHEL] Sl a7 (v
B 32242 Ui gk SHORT = mfx}ﬂaﬂw TAY Aole] HuA A} A ZEe ST
Rl fuidlsr; SELL = WEAYY A5 18 Fof g gupils; KSQ = WHAAY A7l =
1% FoJg fu¥l; RCT NTRADE = Wi¥AA FAIE o1 1087k Ul A-AH (N_TRADE):
Z AREAE 712 AR RN CR e g SIZE = o9 £719] 712 Adgad AdRag

A% i LOSS = @2 21 $1E£0E 7120 4T 18 Polg PINE PRED - dld Sedg
2) A BAA G2 ATHETE Slole (3ol ARASE Yoo, e A2 1%, 5%, 10% $EAA §eIgE
v,
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LHE X2 SAlol chgt AlgutSnt O 2320l

Uehta glof (& 2)¢] sid CoF 4% Bty e Zle=z %
3 CARY SHORTS FEHoznh fofdt ok (% He
(+)9] FAZF depda glom, KSQehs #olet mAK( JH%;
-9 #AVE dehdd}, ole EaAApt g2 dal o]E 3t
5 ARAIF AWML 2-13 4A), 22971 A, BIaAApE 7%(@@14&%«1 T{}%k)
Aol FALFE JEAH} Rl (74 2-37 /b 1?—94 WAL A R BaAA7E 7w
)—"* A Akeh= f%olt} ot 2287199 FA A 259 AtRES folsl & AR et
5 BaAAE Z23(KSQ% SHORTY &(-) 1 Ytk ole EaAapt 245 ol 7t +449

° *o“ A, EANE B(KSQeH SELLE  WRAANZ DAl FAIE 7] wfol 27 27
(+)e] ZHAF)E nelstH o]59] Jgo] A Uehd Ao R offdr). AR AtRe] Afold
o]l Yehd & e AR oaldtt. 3 B4 = Eetn WEAAY T tg AR o

IUQ

AtelolAE KSQSF SIZEZF w2 B#8S B & 2§ ol §3 o7t flAY, 45 45
B 9o MM E B ARIAV et & 238y EuAat &S aFdAM felsi 2
2ol UehtaL gl ol Hd A olunt BaAlat

i Ar BaAlabe] mE 27450E Aol

W 79 mgH(n=14,878) 79 ©]4(n=15.242) 2ol
uj 3= o= w5 = w5 W=
N_TRADE 0.0086 -0.0143 0.0106 -0.0144 -4.78*** 0.18
CAR(-1,+1) 0.0028 -0.0068 0.0006 -0.0055 2.59*** 1.18
CAR(-2,+2) 0.0030 -0.0085 0.0015 -0.0084 1.37 0.06

A B: AT e 23R A

W - 5229 (n=15,923) 5225 (n=14,197) o]
% W= o4 o o4 =
N_TRADE 0.0074  -0.0111 00125  -0.0174  -12.38%**  11.46**
CAR(-1,+1) 0.0010  -0.0050  0.0026  -0.0072 -1.80% 1.95*
CAR(-2,+2) 0.0014  -0.0063  0.0034  -0.0103 -1.77* 2.77**

1) A5 B9 (G 3) 3=
2) 0, % e Ao B4 (t-test) AT, A2 1%, 5%, 10% 2N 918 oIl

4) (& 5) ARMAT] FAAAF(VIF) A 5.47(N_TRADE)o[t}, ole & Ao 7MdMs7t tif-% N TRADES
*Jix—}&@fﬁi TAH SI7] WEQH, olE F3ALULE Aehd VIFge EE A 2.0 oldkz yehdtt. wheby
g g3l Ale A 42 JeE dddEn.

5) LH—‘?—Z} UHiFl—EﬂJr =R AR HlwE (E 2)9 FREEE At

rie o

ZASIT M4 Moz 20154 128 1721
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CAR(2.42) CARCL.+1)
23] 239 233 234 235 236
o 0.0097  0.0095 00075 _ 00109  0.0037 0.0026
°r (1.37) (1.33) (1.04) (1.21) (0.40) (0.36)
0.0875  0.0546  0.0855  0.0903  0.0470 0.0542
NET_TRADE (.19 (273 (368"  (4.0D*  (1.44) (2.13)"
0.0020 0.0014 0.0007
SHORT (2.00)** (1.48) (0.93)
0.0657 0.0715 0.0569
N_TRADEXSHORT (2.35)" (2.55)%  (2.61)**
£0.0069 20.0070 -0.0053
SELL (-7.04)"** (-7.02)***  (-6.87)***
0.0718 20.0692  -0.0485
N_TRADEXSELL (-2.97)* (218 (-1.96)*
20.0002  0.0007 0.0010
KSQ -0.22)  (0.65) (1.09)
0.0048  0.0017  -0.0344
N.TRADEXKSQ 017 (0.06) (-1.54)
0.2386  0.2323 01957 02385  0.1896 0.1334
RCT_NTRADE (3.09  (3.00* (25D (3.0 (243" (2.19)*
\BR 0.0020  -0.0030  -0.0027  -0.0020  -0.0027  -0.0019
(-9.85)"**  (-9.95)"** (-8.95)"*" (-9.68)*** (-9.01)***  (-8.11)"*
. 20.0002 -0.0002  -0.0000  -0.0002  0.0001 0.0001
(10.69)  (-0.83)  (-0.04)  (-0.68)  (0.26) (0.36)
o 0.0047  -0.0047  -0.0049  -0.0047  -0.0050  -0.0040
((A.BO)™*  (-ABA)™* (AT (449 (-AT8)  (-4.89)"*
PRET 00175 -0.0175  -0.0166  -0.0175  -0.0166  -0.0113
1212 (-12.12) (1144 (1212 (-11.41)**  (-10.02)***
AEgn| x3g x3 x3g x3 x3 z3
adj. R? 0.0143  0.0146 00160 00143  0.0162 0.0135
g 9678 24T 26.82°%  93.9T"*' 9254 18.95"
n 30120 30120 30,120 80,120  30.120 30.120
1) a%e 9E (% 3) A%,
2) ()eke) e @S Snan, e A7) 195 5%, 10% SEAA $el8E olnlg
ZASTL H44H ®6E 20154 128 1723
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A ZF(CATV) S 4 (3) (4)& T83l] 4=
Fi=
TV, =a; + 3,1V, +e, (6)
ATV, = TV;tf(Ez‘jLﬂAiTth) (7)
W5yl
TV =719 19 t9 FAANZ/719 19 19 2%
A
TV = t89 ARA FAANZE/1LE S AFA

WA Al tig S
wAehe AR 4 (8) 9} ‘E} 'z‘é*ﬁ?% e
AZIANZF(CATVy) & WEAAN FALE A - 5+
39(-1, +1)3 54(-2, +2)9 ¥z 3A
FAHo R PAkste] St wgh Aw
T TRADEE ZAZ Bol| &7 UlFAAZ AA 7=
Ith 5057 2ol BR o] & A st
FaRle HJTZM #o] ufju) 214 (N_TRADE)
\r} 2AYFE(T_TRADE)7F 2 Ze]7] wj&o]
o a9 BANMSEY FAE A ()9 L,
RCT NTRADEE RCT TTRADE® #
skl
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X
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o

CATV,, = 6, + 6,T_TRADE,, + 6,SHORT,,
+6,T_TRADE,, < SHORT,,
+6,9ELL,;, + 6,7 TRADE,, < SELL,,
+ 6,KSQ,, + 6. T_TRADE,, < KSQ,
+ 6,RCT_TTRADE,, + 6,MBR,,

+ 6,\SIZE,, + 6,,LOSS,, + 6,,PRET,,
+ 58,5 YEAR + ¢, (8)
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T FET R FEAA gk TR gk
T TRADE 30,120 0.0146  0.0412 0.0000 0.0013  0.2768
WA 4 16,815 0.0124  0.0390 0.0000 0.0012  0.2768
WA 13,305 0.0174  0.0437 0.0000 0.0015  0.2768
CATV(-1,+1) 30,120 0.0187 01143  -0.1791  -0.0013  0.7691
CATV(-2,+2) 30,120 00316 01841  -0.2927  -0.0016 12169
e B: WA SAIE A - Fo 2N
g AAEE R ol WA =
(717 2IA N F(%) t ZAANL (%) t 2 2IANF (%) t g
-2 0.72 29 .41+ 0.08 3.82%** 1.54 31.72**
-1 0.61 26.03*** 0.03 1.46 1.34 29.19***
0 0.62 26.46*** 0.10 4,87 1.27 28.16***
+1 0.54 23.91*** 0.04 2.06" 1.17 26.86**
+2 0.47 21.76*** 0.01 0.41 1.06 2552+
(-1,+1) 1.87 28 .48 0.23 415 3.95 30.63***
(-2,+2) 3.16 29,83 0.36 411 6.70 32.16***
W C: W FAAY R uhE 23AHF
B T TRADE CATV(-1,+1) CATV(-2,+2)
1 0.0000 0.0018 0.0032
2 0.0001 0.0049 0.0086
3 0.0002 0.0072 0.0117
4 0.0005 0.0069 0.0117
5 0.0010 0.0096 0.0161
6 0.0018 0.0116 0.0200
7 0.0033 0.0130 0.0216
8 0.0071 0.0217 0.0369
9 0.0191 0.0384 0.0655
10 0.1135 0.0724 0.1213
RE R g S _ 0.9879*** 1.000%**

=G A
1) T_TRADE = FWFAAN (AN +vl=A) FA45E SYF4FFE e ¢t
2) ¥ e A 1%, 5%, 10% FEAN FAEE vl
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i 7% v|¥H(n=14,878) 79 o (n=15,242) Aol (tgk)
T TRADE 0.0138 0.0154 -3.27"*"
CATV(-1,+1) 0.0226 0.0150 5.1
CATV(-2,+2) 0.0381 0.0253 6.05***

d B: AHGEl utE ZIAHTF 2]

W &4 (n=16,815) £ = (n=13,305) ko] (£3)
T TRADE 0.0124 0.0174 -10.37***
CATV(-1,+1) 0.0023 0.0395 -26.45***
CATV(-2,+2) 0.0036 0.0670 -27.99***

9 C: AR wE ZaARG Aol

HoF 29 (n=16,815) F2%(n=13,305) Aol (tg)
T TRADE 0.0112 0.0184 -15.02"**
CATV(-1,+1) 0.0105 0.0280 -12.94***
CATV(-2,+2) 0.0179 0.0470 -13.38***

1) 95e] Aol (% 3)7 (& 6) 3%
9) %t A2 1%, 5%, 10% SEIN FAFE i
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of A7 el molE Ao dldE 4= gl g3 HuAAje] wpe apEAox] ¢k Aow
om, B FHAFTE FH+)Y 7‘-% 7b M9y =AY E veilE SELLZ T TRADE
AW i $4L 7R WEAAY TR thel ¥4 XSELLY 3AAFE BF Foa d(+)9 Fhol
Ago] B} RIZRe v Hole A g Yehvda ok ole WEAL vieAR B v =AY
T Atk o] ZEEANT} A VERdThE on2A, 7Hd 2-2
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ogh F(+)9 ol VL Sith. ol iFAA ol Ao ARle 2 EHE EE 24
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CATV(-2.+2) CATV(-1.+1)
23] 289 233 234 2385 236
R 03161 03147 03138 02916  0.3228 0.1920
i (1857)"*  (18.50)* (18.69)*** (13.45)*** (15.05)***  (14.37)**
05032 04635  0.3357  0.3698  0.1780 0.0983
T TRADE (18.36)"*  (12.23)™*  (9.14)***  (9.06)"*  (3.20)***  (2.91)***
0.0135 0.0178 0.0103
SHORT (5.55)** (7400 (6.89)***
0.0571 0.0364 0.0371
T TRADEXSHORT (1.13) (0.73) (1.19)
0.0572 0.0588 0.0347
SELL (25.30)*** (25.82)"**  (24.45)***
0.2289 0.2042 0.1122
T TRADEXSELL Ley Qoo (3l
0.0028  -0.0043 -0.0021
KSQ (1.01) (-1.54) (-1.18)
0.2275  0.2334 0.1326
T TRADEXKSQ A1) (458)**  (4.18)"
0.2573 02564  0.2918 02707  0.2984 0.2071
RCT_TTRADE (347 (345)***  (3.99)%**  (3.65)***  (4.0D***  (4.54)"*
R 0.0043  -0.0045  -0.0066  -0.0045  -0.0068 -0.0043
(-6.07)**  (-6.35)"* (-9.41)*** (-6.34)"* (-9.67)***  (-9.78)***
- 0.0107  -0.0110  -0.0114  -0.0098  -0.0121 -0.0072
C17.18)"** (-17.52)** (-18.4D*** (-12.64)"" (-15.66)""*  (-14.90)
Lo 0.0161 00160 00156 00158  0.0154 0.0090
651 (649  (6.43)** (641" (630  (5.97)*
PRET 0.0612 00613 00514 00614  0.0514 0.0307
(17.89)*  (17.93)** (15.15)*** (17.96)*** (15.17)***  (14.53)**
Axgn| x3g x3 x3 x3 x3 *3
adj. R? 0.0448  0.0461  0.0706  0.0456  0.0732 0.0665
Pt 84.15%* 7754 121.42°**  T6.68"**  104.37°**  04.34***
n 30.120 30,120 30120  30.120  30.120 30.120
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Stock Market Reactions to Insider Trading Disclosures and
their Determinants

Jungyoup Lee* - Mun Ho Hwang** - Moonchul Kim***

Abstract

This study examines the market's reaction to disclosures of insider transactions announced by
DART system and analyzes the determinants of the stock market reactions to insider trades
disclosures. Specifically, we focus on three factors likely to affect informativeness, reporting
lag, trade type (purchase versus sales), and informational environment difference between
two exchanges (KSE versus KOSDAQ). First, reporting lag is included to capture the potential
effect of leakage on the information content of insider trading disclosures as a function of the
delay between the transaction and its disclosure dates. If leakage increases with the reporting
lag, then the association will be weaker. Second, we include the type of insider trades(sale or
purchase) because the market reactions that stem from insider purchases and sales may be
asymmetric. By purchasing shares in their firm, insiders communicate a positive signal about
the future value of the firm to the market. The signal is costly as the insiders incur a substantial
cost to acquire their shares and bear the cost of holding less than optimally diversified investment
portfolios. Therefore, insiders purchases must stem from confidence of future performance,
sending a credible positive signal about a firm's future financial health. Conversely, insiders
signal negative news when selling shares. However, the negative signal may be less informative
as liquidity needs, rather than changes in the firm's future prospects, may force the insiders to
sell shares. Finally, we consider stock exchange membership(KSE or KOSDAQ). The market
response to insider trading disclosure will depend on the degree of informational asymmetry

between insiders and market. In general, informational asymmetry between insiders and market

Assistant Professor, Department of Global Business Administration, Shingu College, First Author
** Assistant Professor, School of Management, Kyung Hee University, Corresponding Author
*** Professor, School of Management, Kyung Hee University, Co-Author
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may be stronger in KOSDAQ than KSE. Therefore, investors reaction to the public disclosure is
expected to be stronger for KOSDAQ firms than KSE firms.

We analyze market reactions to a sample of 30,120 insider trades disclosures from 2001 to
2012. Our major findings are as follows. First, we find a significant price reactions to public
disclosures of insider trades, which implies that disclosure on insider trading communicates
useful information to stock market investors. Second, there is a significantly negative association
between market reaction and reporting lag around announcement dates. This result shows that
the information content of insider trading disclosures increases with their timeliness. Also, this
result suggests that more timely disclosure mandated by the new rule under Financial
Investment Services and Capital Markets Act contributes to more efficient stock market. Third,
we found that insider purchases mainly induces price reaction whereas insider sales induces
trading volume reaction, implying that investors react to insider purchases and insider sales in
a different way, respectively. Finally, it is found that the market reaction to public disclosure
of insider trades is stronger in KOSDAQ than KSE, which is consistent with the notion that
information content of insider trades turns out to be stronger for firms with higher degree of
information asymmetry.

Most of previous studies investigate the relation between insider trades and stock prices with
a focus on the realized abnormal returns obtained through insider trading. In contrast, our
study examines the informational effects of public disclosure of insider trades and also their
determinants of cross—sectional variation across firms. We are unaware of any research, using
Korean stock market data, that investigates public disclosure effects of insiders’ trades. Therefore,
our study contributes to literature by showing the benefits of providing investors with more

timely information about insiders’ trades.

Key words: insider trading, informational effect, reporting lag, trading pattern, information

asymmetry
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