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A Study on the Analysis of Backdoor Listing and Cases
in the Korea Stock Market

Cheong-Suk Kim

Graduade School of Business Administration

Pukyong National University

Abstract

The backdoor listing a method of M&A, has become a hot topic in the Korean
Stock Market since the Korea foreign exchange crisis in 1997. It can reduce the
time and procedures necessary for an unlisted firm to be listed on the market.
Although there is certainly a positive effect of efficient capital allocation, in the
terms of backdoor listing more often damage the health of the stock market and
hurt investors.

The restructuring efforts accompanying the backdoor listing sometimes often do
not strengthen the competitive power of the firm at all. Occasionally, backdoor
listing was even made to deceive the market and manipulate the stock price. As a
result of such unsound backdoor listings, the supervisory government agencies put
various legal restrictions on backdoor listings. This was an attempt to strengthen
the soundness and transparency of the capital market and protect investors.

In this thesis, the author describes various types of the backdoor listing in
detail, and simplifies the complicated procedures by categorizing them in four
groups. The author studies all the occurrences of backdoor listings in Korea stock
market from April 1, 2000 to June 30, 2006. After such description and
categorization, the author chooses two very important cases of backdoor listing,
and analyzes them in depth. The author compares the financial statements and
stock prices before the M&A with those after it. Finally, the author suggests
several policy directions with regard to the backdoor listing.

The suggestions include improvement of the official market inquiry system, the
need for a profit review system, a plan for lessening information asymmetry and a

precensorship system.
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