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Table 1 Acquisition Status and Cases of Announced and Actual Share Repurchase

Over-acquisition indicates that a firm acquired more shares than announced. Under- acquisition indicates that a firm acquired less
shares than announced. Exact acquisition indicates that acquired shares are equal to ones announced. N/A is unidentified or incomplete
cases. Retirement in initiation denotes the report of decision on share repurchase for share retirement, Repurchase in initiation, of
decision on share repurchase, Repurchase in completion, of completion of share repurchase, and Retirement in completion, of
completion of share repurchase for share retirement. Preferred stocks are incorporated and BIS (Bankings, Insurances, and Securities)
firms are not precluded. Acquisition status is determined as of reported day on announcement and completion of share repurchase or

for share retirement, in Report Type.

Acquisition Status Report Type on Share Repurchase
Year Over Under Exact N/A  Subtotal Initigtion Completion
Acquisition Acquisition Acquisition Retirement | Repurchase | Repurchase Retirement Subtotal

2001 7 26 89 1 123 13 137 112 10 122

2002 3 17 186 206 31 172 175 31 206

2003 1 20 168 1 190 48 161 150 39 189

2004 7 28 234 269 52 200 211 58 269

2005 5 34 123 1 163 24 137 138 24 162

2006 5 21 190 2 218 25 190 191 25 216
Subtotal 28 146 990 5 193 997 977 187

Total 1169 1190 1164
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Table 2 Distribution of Target Ratio

Target ratio is obtained by the number of shares divided by the number of common
stocks outstanding at announcement when a repurchasing firm made decision to buy
shares back. Preferred stocks are precluded. BIS(Bankings, Insurances, Securities)
firms are also precluded because of different accounting characteristics. Fully available
firm characteristics are required for analysis. During -5 days and 5 days around
repurchase announcement, dataset is screened if there are some influential events that
would severely affect the market response. The cases contain several events during the
announced year. Panel A shows the distribution of target ratio each year from 2001 to
2006. Panel B shows the distribution of target ratio according to purposes for the
sample period. Purpose represents the stated reasons why a firm buys shares back.

Panel A : Year (unit: number/case, percent /statistics)
Year Cases Min Que11rt|Ie Mean Median Queértlle Max gg?gt?éﬂ
2001 52 0.21 1.20 5.13 3.55 6.13 46.18 7.00

2002 64 0.10 0.74 3.15 2.03 5.15 10.00 2.82

2003 57 0.02 1.31 3.99 2.51 4.55 25.00 4.50

2004 81 0.02 1.49 4.15 3.36 5.53 24 .61 3.88

2005 44 0.30 1.01 3.00 2.01 4.03 17.85 3.07

2006 78 0.06 1.22 2.79 2.08 3.33 13.92 2.44
Total 376  0.02 117  3.67 2.64 500  46.18 414

Panel B : Purpose

. Quartile . Quartile Standard

Purpose Cases Min y Mean Median 3 Max Deviation

Stock 238 021 1.49 407 3.27 5.00 46.18 4.31
Stabilization

Stock 38 006 074 139 0.98 1.47  6.85 1.40

Option

Bonus 51 0.02 044  1.72 111 265 10.00 1.81

Share 43 030 183 503 3.44 753  16.72 421
Retirement

ETC 6 161 500 9.29  5.39 13.73  24.61 8.51

Total 376 002 117 367 2.64 500 46.18 414
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Table 3 Firm characteristics

Panel A shows the firm characteristics of Whole market which is compased of KOSDAQ
and KSE markets: Panel B, shows the firm characteristcs of KOSDAQ market, while
Panel C, those of KSE market. age denotes survival periods to the event day from
foundation. beta is an estimate for a year prior to the event by using market model with
daily stock returns. asst is total assets. mb is a ratio of market to book value. Market
value is measured by market value of common stock plus debt, and book value, by total
asset. FCF is a ratio of free cash flow to total asset where free cash flow gross cash
flow minus gross investmentf. lever is an adjusted industry—-debt ratio which is a
difference between debt to asset in a firm minus industry—-debt to asset ratio. dyield is a
ratio of cash dividends divided by initial year stock close price. Unless it is positive, it
is removed. EWR is a difference between annual rate of return of a firm and that of the
industry which the firm belongs to. trr is target ratio obtained by the number of shares
divided by the number of common stocks outstanding at announcement. (To be
continued)

T Gross cash flow= Noplat + depreciation
where Noplat =EBIT-adjusted taxes on EBIT.
Gross investment is increase in invested capital
where invested capital=net working capital + plant, property and equipment+ other
net operating asset.

Panel A: Whole Market (Unit : year/age, billion/asset)
Variable Mean t—statistic Sgi?:ﬁgi Min Max
age 21.3™" 94 .31 1.87 2 73
beta 0.70™" 39.97 0.34 -0.20 1.83
asst 124.0™"" 63.86 4.3 10.8 21375.5
EWR -0.04 -0.84 0.94 -1.55 6.38
mb 110" 26.51 0.81 0.34 6.23
FCF 0.04™" 6.06 0.12 -0.34 0.57
lever -0.13"" -14.20 0.18 -0.73 0.35
trr 0.04™" 17.18 0.04 0.00 0.46
dyield 0.05™" 21.42 0.04 0.00 0.43
observations 376

ok

significant at level 1%, ™ at level 5%, "at level 10%
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Table 3 Firm characteristics

Panel B: KSE Market (Unit : year/ age, billion/asset)
Variable Mean t—statistic 822\1/?:;2?1 Min Max
age 29" 95.69 1.68 2 73
beta 0.65"" 34.39 0.28 -0.06 1.54
asst 2521 56.06 4.3 29.4 21375.5
EWR 0.00 0.08 0.91 -1.55 6.38
mb 0.91™" 28.72 0.47 0.34 3.29
FCF 0.05™" 6.78 0.11 -0.26 0.57
lever -0.13"" -10.26 0.18 -0.73 0.27
trr 0.04™" 12.85 0.05 0.00 0.46
dyield 0.06™" 16.44 0.05 0.00 0.43
observations 216
Panel C: KOSDAQ Market (Unit : year/ age, billion/asset)
Variable Mean t—statistic ggi?:ggi Min Max
age 14" 64.69 1.68 2 45.15
beta 0.75™" 23.94 0.40 -0.20 1.83
asst 47,5 63.12 2.2 10.8 544 .6
EWR -0.10 -1.32 0.98 -1.50 512
mb 1.36™" 16.26 1.06 0.44 6.23
FCF 0.02" 1.95 0.13 -0.34 0.31
lever -0.14"" -9.84 0.19 -0.50 0.35
trr 0.03™" 12.95 0.03 0.00 0.18
dyield 0.04™" 16.10 0.03 0.00 0.18
observations 160

ok

significant at level 1%, "

" at level 5%,

“at level 10%
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Table 4 Averaged Abnormal Returns(AAR)
And Cumulative Averaged Abnormal Returns(CAAR)

Relative day denotes —5 days prior to announcement and 5 days past announcement.

1 &
AAR denotes Averaged Abnormal Returns where AAR, Z—ZAR” and N, denotes
i =1
the number of observations at time?. CAAR, Cumulative Averaged Abnormal Returns
1 & .
where CAAR = —ZCAR[ and N, denotes the number of obersevations for event
i i
windows. Test statistic is employed with equation (2)’ and (6) respectively. Panel A
shows the market response around announcement as to the whole, KSE and KOSDAQ
market. Panel B shows the market response according to each repurchase purpose. (To
be continued)

Panel A: Whole, KSE and KOSDAQ market

Whole KSE KOSDAQ
Recllzty‘_"e AAR CAAR AAR CAAR AAR CAAR
_s -0.05 -0.05 0.01 0.01 -0.14 -0.14
(-0.38) (-0.38) (0.06) (0.06) (-0.61) (-0.61)
4 -0.30" -0.36" -0.29 -0.28 -0.32 -0.46
(-2.22) (-1.87) (-1.55) (-1.14) (-1.62) (-1.53)
3 -0.53""  -0.88""" -0.33" -0.61" -0.79"" -1.25""
(-3.87) (-3.64) (-1.70) (-1.85) (-4.31) (-3.51)
5 -0.08 -0.96"" 0.01 -0.59 -0.21 —1.47""
(-0.51) (-3.26) (0.06) (-1.44) (-0.99) (-3.54)
1 0.16 -0.81" 0.25 -0.35 0.04 -1.43""
(0.95) (-2.31) (1.11) (-0.69) (0.16) (-3.11)
0 2.38"" 1.58"" 2.69™ 2.35"" 1,967 0.54
(9.84) (3.71) (8.16) (3.94) (5.57) (0.92)
’ 0.94™" 2.5 0.94™" 3.29" 0.94"" 1.48""
(4.40) (5.48) (3.23) (5.20) (3.01) (2.25)
5 0.31° 2.83"" 0.24 3.53" 0.42 1.89""
(1.87) (5.76) (1.11) (5.21) (1.55) (2.70)
5 0.26 3.09" 0.12 3.64" 0.45 2.34""
(1.62) (5.96) (0.59) (5.31) (1.70) (2.96)
4 0.27° 3.36" 0.23 3.87° 0.32 2.66""
(1.70) (6.27) (1.10) (5.34) (1.32) (3.37)
5 0.02 3.38" -0.05 3.82"" 0.12 2.78""
(0.17) (6.05) (-0.29) (5.12) (0.57) (3.31)
observations 376 376 216 216 160 160

significant at level 1%, " at level 5%, *at level 10%
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Table 4 Averaged Abnormal Returns(AAR) And Cumulative Averaged Abnormal Returns(CAAR)

Panel B: Purpose

Stock Stock Bonus Share Etcetera
Stabilization Option Retirement )

Reﬁ‘:}j’e AAR CAAR AAR CAAR AAR CAAR AAR CAAR  AAR CAAR
5 0.00 0.00 0.12 0.12 -0.44  -0.44 0.00 0.00 -0.46 -0.46
(0.01)  (0.01) (0.16) (0.16) (-1.66) (-1.66) (-0.01) (-0.01) (-0.75) (-0.75)

4 -0.44™ -0.44" -0.46 -0.35 0.09 -0.35 -0.24 -0.24 2.35 1.89
(-2.56) (-1.87) (-1.03) (-0.43) (0.25) (-0.73) (-0.65) (-0.48) (1.71) (1.20)

3 -0.56™" -0.99"" -1.20"" -154 -0.17 -0.52 -0.25 -0.49 -0.08 1.81
(-3.18) (-3.22) (-3.04) (-1.66) (-0.42) (-0.89) (-0.74) (-0.83) (-0.13) (0.97)

5 -0.01 -1.00" -0.62 -2.17" -0.76" -1.28" 0.60 0.11 1.28 3.09
(-0.04) (-2.65) (-1.66) (-2.04) (-2.00) (-2.05) (1.50) (0.14) (0.56) (0.85)

1 0.00 -1.00" -0.34 -2.51" 0.42 -0.86 0.87 0.98 2.22 5.31
(0.02) (-2.30) (-0.76) (-2.22) (1.24) (-1.20) (1.45) (0.93) (0.88) (0.90)

0 2.86™ 1.86™ 094" -156 1597 0.73 213" 311" 1.01 6.32
(9.14) (3.45) (1.70) (-1.38) (2.94) (0.70) (2.54) (2.53) (0.55) (1.02)

’ 1.35""  3.21"™ -0.29 -1.86 0.09 0.82 0.81 3.92" 0.82 7.14
(4.67) (5.31) (-0.73) (-1.64) (0.22) (0.78) (1.11) (3.55) (1.69) (1.17)

5 0.46™ 3.68™ 0.95 -0.90 -0.43 0.38 -0.27 3.66™ 0.77 7.90
(2.02) (5.56) (1.71) (-0.82) (-1.46) (0.35) (-0.77) (3.23) (0.54) (1.28)

5 0.44"  412™ -017 -1.08 -0.21 0.17 0.17  3.83"™ 0.16 8.06
(2.14)  (5.95) (-0.43) (-0.89) (-0.55) (0.14) (0.33) (3.35) (0.55) (1.30)

4 0.37"  4.48™ -0.29 -1.37 0.21 0.38 0.36 419"  -0.17 7.89
(1.70)  (6.27) (-0.64) (-1.09) (0.77) (0.31) (0.74) (3.43) (-0.39) (1.28)

5 0.26 4.74™  -0.15 -1.51 -0.69" -0.31 -0.24 3.94™  -0.23 7.66
(1.45) (6.35) (-0.44) (-1.15) (-2.18) (-0.25) (-0.74) (3.08) (-0.36) (1.28)

Observations. 238 38 51 43 6

significant at level 1%, ™ at level 5%, "at level 10%
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Table 5 Regression Model

Regression analysis is run by equation (8). Dependent variables are cumulative abnormal
returns(CAR) for event windows: (=1,1), (0,1) and (0,2). age is log of firm survival time
since its foundation. beta is a lagged variable, which is estimated on a daily basis return
for a year by using market model. asst is a lagged variable, which is log of asset divided
by 1,000,000. EWR is a lagged industry-adjusted annual rate of return for a firm that
announced share repurchase. (To be continued)

Panel A: Whole Market:

Dependent Variables

CAR (0,1) CAR (0,2) CAR (-1,1)
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6
Intercept 0.031 0.063""" 0.039 0.066""" 0.065" 0.078™"
(0.96) (3.06) (1.03) (2.78) (1.7) (3.27)
Age 0.002 0.003 0.003 0.005 0.002 0.003
(0.35) (0.49) (0.53) (0.77) (0.37) (0.41)
Beta -0.008 -0.006 -0.019" -0.017 -0.016 -0.015
(-0.89) (-0.68) (-1.76) (-1.63) (—-1.47) (-1.41)
Asst -0.003 -0.003 -0.003 -0.004" -0.003 -0.003
(-1.12) (-1.56) (-1.27) (-1.76) (-1.15) (-1.29)
EWR -0.003 -0.002 -0.002 -0.003 -0.005 -0.005
(-0.82) (-0.8) (-0.66) (-0.76) (-1.42) (-1.38)
Mb -0.013"""  -0.013""" -0.013""" -0.011"" -0.017"" -0.018"""
(-3.27) (-3.32) (-2.73) (-2.46) (-3.74) (-3.99)
FCF 0.019 0.020 0.032 0.034 0.035 0.035
(0.77) (0.79) (1.11) (1.18) (1.21) (1.21)
Laver 0.016 0.018 0.014 0.014 0.036 0.037"
(1.01) (1.13) (0.73) (0.77) (1.89) (1.96)
Dyield -0.042 -0.038 -0.017 -0.025 -0.084 -0.078
(-0.6) (-0.54) (-0.21) (-0.31) (-1.01) (-0.95)
Trr 0.110™" 0.109™" 0.158""" 0.158™" 0.126™ 0.127""
(4.52) (4.52) (5.64) (5.62) (4.43) (4.47)
. 0.033 0.032 0.014
Stabil (1.33) (1.1) (0.47)
. 0.011 0.017 -0.008
option (0.42) (0.54) (~0.26)
bonus 0.011 0.003 -0.003
(0.43) (0.11) (-0.11)
momt 0.029 0.016 0.030
(0.48) (0.24) (0.43)
Reti 0.022 0.014 0.012
etir (0.86) (0.46) (0.38)
. -0.020""" -0.020"" -0.018""
inside (-2.92) (-2.57) (-2.25)
observations 376 376 376 376 376 376
Adjusted R® 0.0949 0.1132 0.1196 0.133 0.118 0.1277

significant at level 1%, " at level 5%, *at level 10%
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Table 5 Regression Model

mb is a lagged variable, which is a ratio of common stock market value plus debt divided
by total asset at the end of the previous year before event. FCF is a lagged free cash flow,
which is a ratio of free cash flow divided by total asset. lever is a lagged variable, which is
an industry-adjusted leverage ratio of debt divided by total asset. dyield is a lagged
dividend yield, which is cash dividends divided by the close price of the beginning day of
the year. trr is a target ratio by dividing the number of shares that a firm would acquire by
the number of common stocks outstanding at announcement. stabil is a dummy variable,
denoting stock stabilization, option is a dummy variable, denoting stock options preparing
for exercise by stock option holders. bonus is a dummy variable, denoting bonus for
performance of employees and managers. mgmt is a dummy variable, denoting
management entrenchment or shareholders’ right protection. retir is a dummy variable,
denoting share retirement. inside is a dummy variable which encompasses the purposes of
share repurchase: management protection , preparation for the exercise of stock options,
and bonus for employees and mangers.

Panel B: KSE and KOSDAQ Markets

Dependent Variables

CAR (0,1) CAR (0,2) CAR (-1,1)
KSE KOSDAQ KSE KOSDAQ KSE KOSDAQ
Model 7 Model 8 Model 9 Model 10 Model 11 Model 12
Intercept 0.09™" 0.04 0.07" 0.06 0.12""" 0.05
(2.66) (1.08) (1.75) (1.28) (3.03) (1.16)
age -0.01 0.01 0.25%107° 0.01 -0.01 0.02"
(-0.75) (1.13) (0.03) (1.07) (-1.37) (1.87)
beta -0.01 0.00 -0.02 -0.01 -0.01 0.57%107°
(-0.52) (0.31) (-1.25) (-0.57) (-0.51) (-0.04)
asst 0.3%1072 -0.01 0.35%1072 -0.01 0.00 -0.02™
(-1.08) (-1.33) (-1.05) (-1.26) (-0.54) (-2.12)
EWR 0.45x10°  0.44%10°% 0.88%10°° -0.01 0.00 -0.01"
(-0.11) (-0.94) (-0.18) (-0.96) (-0.26) (-1.71)
mb -0.02"" -0.01 -0.02 -0.01 -0.04""" -0.01"
(-2.55) (-1.6) (-1.4) (-1.44) (-3.27) (-1.81)
FCF 0.06" -0.03 0.09” -0.01 0.06 -0.01
(1.68) (-0.71) (1.99) (-0.29) (1.34) (-0.24)
lever 0.4%1072 0.03 -0.01 0.03 0.03 0.05"
(0.19) (1.12) (-0.33) (1.13) (1.09) (1.66)
dyield -0.03 0.10 0.32%1072 0.03 -0.05 0.09
(-0.43) (0.5) (-0.03) (0.16) (-0.58) (0.41)
T 0.26"" 0.10"" 0.30""" 0.15"" 0.35"" 011"
(3.25) (3.73) (3.11) (5.02) (3.74) (3.68)
inside -0.02" -0.02" -0.02" -0.02 -0.02 -0.02
(-1.85) (-1.89) (-1.81) (-1.57) (-1.63) (-1.47)
observations 216 160 216 160 216 160
Adjusted R® 0.1093 0.1248 0.0937 0.1763 0.1336 0.1602

* significant at level 1%, ™ at level 5%, " at level 10%
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Table 6 Long—-Term Performance of Repurchased Firms

BHR denotes a repurchasing firm’s monthly compounded holding period returns by Buy-
and-Hold using equation (4). MBHR denotes index monthly compounded holding period
returns by Buy-and-Hold using equation (4). BHAR denotes the difference between BHR
and MBHR using equation (5). CR denotes monthly cumulative returns of repurchasing firm
until the end of event period. MCR denotes monthly index cumulative returns until the end
of event period. CAR is the difference between CR and MCR. Returns are measured from
t+1 to t+1, 1=12, 24, 36 where t is the month of announcement. The whole market is
combination of KSE and KOSDAQ markets. Internal purpose compasses management
protection, stock options for employees and managers, and bonus for employees and
mangers. External purpose compasses the opposite of internal purpose. Internal purpose is
identical to bad news while External news, good news. Panel A shows the one year
performance panel B, two year performance, and panel C, three year performance
according to classified purposes or each market. Panel D shows the long-term
performance by calendar—-time portfolio approach using 1 factor CAPM denoted by
equation (9) and Fama-French 3 factor model denoted by equation (10). Monthly KTB
yields of 1 or 3 years are proxied for risk free rate. Portfolio returns for the repurchasing
firms are formed in calendar time. It is assumed to buy firms at the end of the month of
open market repurchase announcement and hold for 12 or 36 months. New firms are
added each month as announcements are made and eliminated 12 or 36 month after
announcement. (To be continued)

Panel A: 1 year performance (unit: percent)

Buy and Hold Return CAR

BHR MBHR BHAR Ttest| CR MCR CAR T test

Whole Market(observation=322)

Mean 30.67 20.39 10.28 2751 19.57 7.94

S.D. 75.64 26.36 71.23 2.59 54.15 22.71 50.47 2.82
KSE (observation=193)
Mean 26.28 23.24 3.04 0.62 24.39 22.11 2.28 0.66
S.D. 69.51 22.34 67.71 ' 49.35 19.52 47.88 '
KOSDAQ (observation=129)
Mean 37.23 16.13 21.10 319" 32.18 15.78 16.40 3 507
S.D. 83.83 31.03 75.16 ' 60.53 26.43 53.19 ’
Internal Purpose=Bad News (observation=82)
Mean 32.03 15.09 16.94 5 06" 27.89 1473 13.16 5 0g™

S.D. 81.93 27.90 74.65 57.92 24.29 52.26

External Purpose=Good News (observation=240)

Mean 30.20 22.21 8.00 177 27.38 21.23 6.16

S.D. 73.54 25.62 70.04 52.93 21.96 49.83 1.91

significant at level 1%, ™ at level 5%, "at level 10%
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Table 6 Long—-Term Performance of Repurchased Firms

Non-trading or supervised firms in the sample are excluded and restricted to the firms

with december fiscal year ends. Iy is the excess repurchase portfolio return in

|t
m

month ¢. r Pty is an whole market factor formed by computing the excess portfolio

return to a value-weighted portfolio of KSE and KOSDAQ firms. r

small t _rbig,t 1S a Ssize
factor and Vight ~ View, 1S @ book-to—marekt factor. ﬂm is restricted to 1. The Fama-

French 3 factor regression procedure is followed as indicated by Ikenberry, Lakonishock,
and Vermaelen(1995, 2000). (To be continued)

Panel B : 2 year performance (unit : percenct)

Whole Market (observation=247)

60.92 36.29 24.63 39" 52.15 34.39 17.77 439"
106.68 31.76 99.37 ' 69.92 26.58 63.54 )
KSE(observation=158)
Mean 49.22 42.19 7.03 107 44.01 39.14 4.87 109
S.D. 88.75 25.93 82.51 ’ 60.79 18.25 56.26 ’
KOSDAQ(observation=89)
Mean 81.69 25.83 55.87 4 47" 66.61 25.95 40.66 5 53
S.D. 130.69 38.04 117.96 ) 82.12 35.60 69.36 )
Internal Purpose=Bad News (observation=59)
Mean 55.54 28.40 27.15 5 33" 44.91 26.87 18.04 5 81"
S.D. 99.13 37.09 89.32 ' 61.08 32.66 49.40 '
External Purpose=Good News (observation=188)
Mean 62.61 38.77 23.84 319" 54.43 36.74 17.68 3 59"
S.D. 109.15 29.58 102.53 ' 72.47 23.98 67.49 '
Panel C: 3 year performance (unit : percenct)
Whole Market (observation=205)
Mean 106.31 66.49 39.83 3 7o 80.92 56.01 24.91 489"
S.D. 162.20 46.38 154.13 ’ 77.68 28.49 74.07 ’
KSE(observation=140)
Mean 101.38 78.67 22.71 176" 74.73 63.42 11.31 1.90°
S.D. 159.69 39.83 152.45 ) 73.09 21.05 70.28 )
KOSDAQ(observation=65)
Mean 116.94 40.24 76.70 406" 94.27 40.06 54.22 5 9™
S.D. 168.27 48.83 152.38 ’ 85.82 35.31 74.06 '
Internal Purpose=Bad News (observation=45)
Mean 81.35 53.54 27.82 197" 68.83 48.25 20.58 5 49"
S.D. 103.42 48.04 94.85 ' 62.10 31.11 55.36 ’
External Purpose=Good News(observation=160)
Mean 113.33 70.13 43.20 3 07 84.32 58.20 26.13 4 0%
174.85 45.39 167.14 ’ 81.37 27.42 78.64 '

significant at level 1%, " at level 5%, " at level 10%
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Table 6 Long—-Term Performance of Repurchased Firms

Panel D: 1 factor CAPM and Fama-French 3 factor model

a £, adi.R’ a B B, S, adi.R> Obs.
1 year performance
Wiole (15 (sen 09 (ool (ow (170 (oo 0% 9%
KSE (o (roe 07 (oum (n (am ey 00 199
KOSDAQ (1% U7y 02 %0 (6 (osy (e 0 129
et 0008 055 o SU9 0% 1803 om s
pemal 57 OS2 ous 02 O 2% 1S 0st 2
3 year performance
Whole (1000 (P0n 051 5w (oin) (paw Gy 057 209
ke 000 Gow 047 (ke (i sen (e 02 MO
KOSDAQ () ?4521) 022 % 0 (iﬁ'f?z*) ?249?3) 0-27 65
Internal 0(20112) ?7731) 0.43 (01'9009% (00'.131) (ffgga) (8122) 046 45
saema G0 SRS 0w (5% 52 B 4D 0m e

ok

28

significant at level 1%, ™ at level 5%, "at level 10%



Table 7 Regression Model of Long—-Term Performance

Regression analysis is run by equation (11). Counterpart portfolio is composed of firms
which are the smallest discrepancy in common market value within the same KIC(Koscom
Industry Code) at the end of the previous year prior to event. If there is no matched firm
to the condition, they are deleted in counterpart portfolio sample. Dependent variables are
cumulative abnormal returns(CAR) and abnormal buy and hold returns (BHAR) for one year
after announcement, using equation (3) and (5) respectively. Pael A shows market
response measured by BHAR in whole market after controlling firm characteristics. Whiel
Panel B shows the market response measured by CAR. (To be continued)

Panel A: Whole Market

Dependent variable : BHAR

Model Model Model Model Model Model Model Model

1 2 3 4 5 6 7 8
Intercept -0.19 -0.20 -0.17 -0.21 -0.51"" -0.51"  -0.51 -0.48""
(-1.1)  (-1.16) (-1) (-1.19)  (-2.48) (-2.51) (-2.51) (-2.36)
Age -0.01 -0.01 -0.01 -0.01 0.02 0.03 0.02 0.02
(-0.36) (-0.3) (-0.34)  (-0.33) (0.53) (0.66) (0.5) (0.61)
Beta -0.04 -0.05 -0.04 -0.04 -0.08 -0.05 -0.08 -0.07
(-0.54) (-0.64) (-0.6) (-0.59) (-1.06) (-0.71) (-1.07) (-0.91)
Asst 0.02 0.02 0.02 0.02 0.06"" 0.05" 0.06™ 0.05"
(0.95) (1.14) (0.94) (1.09) (2.4) (2.31) (2.44) (2.21)
EWR 0.25"" 0.25"" 0.26"" 0.25""" 0.25"" 0.24™ 0.25"" 0.25""
( .06) (5) (5.11) (4.99) (5.01) (4.88) (4.92) (5.06)
Mb 0.01 0.01 0.01 0'412*10 -0.01 -0.01 -0.01 0.00
(0.12) (0.16) (0.24) (-0.24) (-0.2) (-0.29) (-0.03)
(0.09)
FCF 0.78"" 0.76™ 0.80"" 0.75"" 0.84™ 0.80"" 0.81""" 0.84™
(3.03) (2.95) (3.11) (2.93) (3.3) (3.16) (3.16) (3.32)
Lever 0.02 0.03 0.01 0.03 0.04 0.05 0.05 0.03
(0.13) (0.19) (0.09) (0.19) (0.31) (0.37) (0.36) (0.19)
Dyield 3.19""  3.35""  3.29™ 3.27"" 3.58""  3.69"" 3.59"" 3.66"
(3.02) (3.19) (3.1) (3.08) (3.41) (3.5) (3.41) (3.47)
Repo 0.06 0.08
(1.21) (0.97)
Inside 0.11 0.13 0.10
(1.48) (1.61) (0.84)
. 0.01 0.04 -0.07
Outside 0.25)  (0.7) (<1.12)
0.21™  -0.04 0.20™" 0.11
Market 3)  (-0.66) (2.81)  (1.41)
0.25"
Market*repo (2.5)
. -0.02
Market*Inside (-0.15)
. 0.26"
Market*outside (2.45)

Adjusted R? 0.0687  0.0697  0.0666 0.0690 0.0795 0.0876  0.0786  0.0855

significant at level 1%, " at level 5%, " at level 10%

29



Table 7 Regression Model of Long—-Term Performance

Panel C shows the market response measured by BHAR in KSE and KOSDAQ market
respectively. In Panel A and Panel B, observations are 647 firms: repurchased firms are
322 while non-repurchase firms are 325. age is log of a firm survival time since its
foundation. beta is estimated on a daily basis return for a year by using market model. asst
is logarithmic value of asset divided by 1,000,000. EWR is an industry—adjusted annual
rate of return for a firm that announced share repurchase. mb is a ratio of common stock
market value plus debt divided by total asset at the end of the previous year before event.
FCF denotes a free cash flow which is a ratio of free cash flow divided by total asset. (To

be continued)

Panel B: Whole Market

Dependent variable : CAR

Model Model Model Model Model Model Model Model
1 2 3 4 5 6 7 8
Intercept -0.09 -0.10 -0.08 -0.11 -0.34" -0.34" -0.34" -0.32"
(-0.73) (-0.8) (-0.65) (-0.82) (-2.25) (-2.27) (-2.28) (-2.13)
Age -0.01  -0.01 -0.01 -0.01 0.01 0.02 0.01 0.02
(-0.5) (-0.45) (-0.48) (-0.47) (0.43) (0.55) (0.4) (0.51)
Beta -0.01  -0.02  -0.01 -0.01 -0.04 -0.02 -0.04 -0.03
(-0.22) (-0.31) (-0.27) (-0.26) (-0.74) (-0.41) (-0.74) (-0.6)
Asst 0.02 0.02 0.02 0.02  0.04™ 0.04” 0.05" 0.04"
(1.1) (1.27)  (1.09) (1.24) (2.59) (2.51) (2.63) (2.41)
EWR 0.24™" 0.24™ 0.247° 0.24" 0.247° 0.237° 0.23"" 0.247
(6.47) (6.41) (6.52) (6.4) (6.42) (6.3) (6.33) (6.48)
Mb -0.02 -0.02 -0.02 -0.02 -0.08 -0.03 -0.04 -0.03
(-0.66) (-0.63) (-0.55) (-0.68) (-1.05) (-1) (-1.1)  (-0.84)
FCE 0.49"" 0.48™ 0.507" 0.47° 0.547° 0517 0.52"" 0.54
(2.61) (2.53) (2.68) (2.51) (2.88) (2.75) (2.75) (2.9)
Lever 0.01 0.02 0.01 0.02 0.03 0.04 0.04 0.02
(0.12)  (0.18) (0.09) (0.18) (0.31) (0.37) (0.36) (0.2)
Dyield 1,757 1.85"° 1.82” 1.80"° 2.037° 212" 2047 2097
(2.25) (2.4) (2.33)  (2.31) (2.64) (2.74) (2.64) (2.7)
Repo 0.04 -0.04
(1.06) (-0.77)
Inside 0.08 0.09 0.06
(1.41) (1.51) (0.72)

. 0.01 0.02 -0.05
Outside (0.14)  (0.56) (-1.16)
Market 016" 0.07 0.15"" 0.09

(3.13) (1.08) (2.92) (1.55)
Market*repo ?2'?57)
Market*Inside (_8:817)
Market*outside ?211?8)
Adjusted R  0.0777 0.0789 0.0761 0.0779 0.09 0.0973 0.0888 0.0954

significant at level 1%, " at level 5%, *at level 10%
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Table 7 Regression Model of Long—-Term Performance

lever is an industry—adjusted leverage ratio of debt divided by total asset. dyield denotes
dividend yield, which is cash dividends divided by the close price of the beginning day of
the year. Firm-characteristic variables including age through dyield are defined at the end
of the announcement year. Inside is a categorical variable which encompasses the
purposes of share repurchase: management defense, preparation for the exercise of stock
options, and bonus for employees and mangers. outside is a categorical variable which
encompasses the purposes of share repurchase: stock stabilization, share retirement and
etc. The corresponding non-repurchasing to repurchasing firms are set to be O. repo is a
dummy variable if a firm belongs to repurchasing firms group, then it is 1, otherwise, O.
Market is a dummy variable if the market which a firm belongs to is classified as a
KOSDAQ, then 1. Otherwise, O.

Panel C: KSE and KOSDAQ Market

Dependent variable : BHAR

KSE KOSDAQ

Model 1 Model 2 Model 3 Model 4

Intercept -0.33 -0.32 -0.36 -0.35
(-1.35) (-1.33) (-1.09) (-1.05)

Age -0.04 -0.04 0.15 0.15

(-0.78) (-0.79) (1.89) (1.9)

beta 0.10 0.09 -0.13 -0.13
(1) (0.89) (-1.14) (-1.14)

asst 0.05" 0.05" -0.04 -0.05
(2.09) (2.1) (-0.72) (-0.77)

0.24™" 0.25"" 0.20" 0.20"

EWR (3.81) (3.82) (2.45) (2.48)

mb -0.09 -0.08 0.06 0.06
(-1.09) (-1.02) (1.07) (1.08)

1177 115" 0.55 0.57

FCF (3.67) (3.59) (1.26) (1.3)

lever -0.12 -0.13 0.51" 0.51"
(0.72) (-0.74) (1.86) (1.82)

Dyield 2.99" 3.00” 4.08" 4.00
(2.41) (2.42) (2) (1.96)

repo -0.03 0.22""
(-0.45) (2.66)

Inside 0.06 0.19"

(0.5) (1.7)

. -0.04 0.24™
outside (~0.67) (2.53)

observations 387 387 260 260
Adjusted R 0.0946 0.0939 0.1044 0.1016

ok

significant at level 1%, ™ at level 5%, "at level 10%
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