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A Study on Stock Repurchases:
The Moliives and the Effect on Stock Price

Joung—Hee Kim

Decpartment of Resources Economics, Graduate School

Pukyong National University

Abstract

We examine open market repurchases in Korea, which are the 178 cascs
of repurchases stocks. The Main objectives of this paper are to analysis
between the announcement effects of repurchases and the causes of
repurchases. Further more, to explain about the motives of repurchases in
Korea corporates. It is based on several hypothesis: such as information
signaling  hypothesis, free cash flow hypothesis, leverage hyvpothesis,
disclourse information hypothesis, agency conflicts.

First of all, according to the result of repurchases by the event study,
the announcement of repurchases affects of the stock price. Thus It has
the positive relations between the announcement effect and the stock
price, which is important evidence on information signaling hyvpothesis.

Secondly to represent the motives of repurchases, the probit model and
logit model are used in this paper. In 1,644 cases mother samples, it is

classified as  the 125 cases repurchases and the 1,195  cases

_iv_



non repurchases in the stock market. According to both the probit model
and the logit model, repurchases is supposed to be 1 variable and
non -repurchases 1s supposed to be 0 variable. Moreover, the dependent
rariable is supposed to be the inasset, freecash flow, ownership, period,
leverage, direct.

As the regression analysis result of both models, freecash flow
hypothesis, leverage hypothesis, agency conflicts is statistically sigificant
to explain the motives of repurchases. However, lnasset variable and

direct variable is not involved in the significance level.
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