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Abstract

One aspect of the globalization of the financial market after the 1980s is represented by the concurrent
monetarization of the national stock markets. As the IR activity is regarded as a new financial productivity
measure, the IR activity in the stock market is being emphasized domestically and internationally. This study
analyzes domestic IR activities and compares them with foreign IR activities. Specifically the "road show", a
typical IR activity, which is known to resolve the information asymmetry between the firm and the investors
is analyzed to see the extent of the their value increase impact on the firm.

The study employs domestic and international firms that publicly announced "road shows" after April
2004. Event studies are done to see the existence of abnormal return after the public announcement of road
shows. Domestic firms were found to have positive IR impacts on the stock prices, but international firms
were found to have negative IR impacts on the stock prices. Also it was found that international public
announcement of the road show have stronger positive impact on the stock price than domestic public
announcement. The investigation of the statistically significant difference of CAR before and after the fair
public announcement enforcement rule showed that the positive CAR impact is strengthened after the
adoption of the rule.
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The conclusion is that increase of the firm value after the road show implies that the information
asymmetry is reduced by the active IR actions on the firm side. The policy implication is that we have to
reassure the understanding of the role of the IR activities. Specifically Korean firms may have to encourage
IR activities to share the information of the firms with the investors, which may result in the trustworthy
relationship between the firms and investors.

Key Words : Investor Relations(IR), event study, information asymmetry
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