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Abstract

Purpose - The purpose of this paper is to investigate the relationship between earnings management
and the disclosure effect of share repurchase. In addition, we analyze whether the relationship
between earnings management and share repurchase is affected by executive stock options.
Design/methodology/approach - We calculate the discretionary accrual amount for the year
immediately preceding the share repurchase and the cumulative excess return around the
announcement of the share repurchase, and examine the relationship between the two by regression
analysis.

Findings - We confirmed a negative relationship between discretionary accrual in the year
immediately preceding the share repurchase and the market response to the share repurchase
disclosure. In particular, it was found that the negative relationship between discretionary accrual
and stock price return on share repurchase announcement was found to decrease in companies to
which executive stock options were granted.

Research implications or Originality - When uncertainties exist in the motives for share repurchase,
we find that earnings management and executive stock options can be useful tools for reducing the
adverse selection risk inherent in share repurchase announcements.
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gk o]ElA el tial] vhre] A7be FREY A o] EAlste FEelA B A AT wdES F3
F24 A7k 8 A vl tje A58 AT Aom T sl o2 Waskz A
gH(Dann, 1981; Comment and Jarrell, 1991; Lakonishok and Vermaelen, 1990; Ikenberry,
Lakonishok and Vermaelen, 1995; Nohel and Tarhan, 1998; McNally, 1999). d}x|qt A+ AGtz}=
ZAE wiQle]l 713Fed Exow ogd JleAE vtn FAsk(Fried 2000/2005; Hribar,
Jenkins and Johnson. 2006; Burnett et al. 2012; Han, Lee and Song. 2014). tiZzo=
Fried(2000/2005)& AHAHE wlido] Alsebes Alde] aztstd W8 o] &3to] BdArt Aol
g 93 A s AR Ase 7R ol &% ¢ ths Y8R sPdS AlVIskIt), olEr 713
o] AT WY FAE ANEFe BE YEFFA o)AA7|E 9 old aRE FEE 4 St

olM ¥ AT midel Bl Aset 718 Fort EFEHY FAIE £ onZ ) AAF widTAIE
A AR gk APde] oAE AR ok, wEkA A dTtE AAE midsAlel wWale HRE
B24s B2 A8 BA B(HE wmE AgF)E Red 5 gl 29acle g g
(Comment and Jarrell 1991; Stephens and Weisbach 1998; Lie 2005; Louis and White 2007;
Kim et al. 2016; Kim and Park 2021). A& A9} fARE B oA £ A% b= TGS e
2 A wige] FAES e JEES AT A AR R2N o2 AEFA A IS XAl
= Aol 235 g o

TAHLR & A7 FEHS AASHE o3 2ok A, & d7E A Wiy oldddl o9&
BRI o] F AAE wdE FAShE 719 FAEEC] o]YE 2AEHA @2 VI9EST A
fAETAY S S FUHoR WA Frietal leAE AT v SAE £ mEd
olelFAlel FHL el v&F WHT #AFo] US FHA $rH(Easley and O'Hara 2002;
Botosan 1997; Bhattacharya, Daouk and Welker 2003; Francis et al. 2004/2005). w}g}A] #}A}5
] dEAlol tiek BeHdo] =& AN, FARE AT wldEAl A o] 2R E A5 NEAd
< Wrkeke TR o8 F k. 53] Aol Freke Adhs e FEEY] ke A
o8 Hgo] JA 2aHe o]xAe FAHR FHor AT rlsdo] Atk whef o] x2rgE
X3 FEES Fw8 Bk }e B9, B9 AdH R v ol BilEHE A
WAETAIE FHR] AAERA Y TR o8 FR Tk F, ARFE 7155 BHow miystes
B HA oldxAE T AAAE ThHsdol 7] Wil o]z AAtE gl FEA ]
AGadprt 24 5 Qe o]g ol f2 FAARE I 2(F2) o]z Fuket A midEAlE
Ao R k(e AR JrtE ThsAdol At ol d&& AFE] A, & d7E M
ulQ] A AFALAAAG AL v FAY T 119 5ohe] A xS0 E Tl BAHoZ fodt
=9 AT} #ASHEAE HFHLE AR

=, & 7= A Y A olx2AT) A wiy FANRS: 7] o] BATE 25540
7193 F-oJ=7] ¢k2 719 7ol zbolrt BASEAE AN, AT A A A 25
S e Froh 4G4 ol oABAE AANA el vee 4T 5 dvn T4
(Holmstrom 1979; Harris and Raviv 1979; Haugen and Senbet 1981; Grossman and Hart 1983;
Jensen and Murphy 1990). "tk 2E5-F-Ho] F39} 4Pk kel osiBAE LAIAA 7 JAte] ©7]A]
¥ eHaRe dAlsn 4714 BN AAAE SIS fmsks BT Tk, 25 4o
3ol8 1oNE olol2AT AN WUBAE AR Ao FAIAL 2 A
Frele A Aolth, aglEg H|E o]z o] Aed A Mg AdATE AR 25540
FolEo] b FAA7E AT wldEAE R R FrleAlE 42 Aolth &, 25FA] Fojd
719004 AAE Wi A AT A wj S FHY e xTelE b o B
w4 o

W 25FAe o7k A S 73T d BEHo R o]&8 FU1E SUMIE FE vt
(Kahle 2002). A= A2lolA Fold 25gHe] gApt 7Fs3te s o] dxAd AT Miyds
Agstol A3 A ARl AT T8 24T FIAE EADT. o] A4 FAAE A5G 4ol
ol da o]YzAgo] FRbE AAF midTAE BEA 715]F R O A st W ¥
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o Ughd 4 it AnHos A WY A AFALAAT AT Al i Az

1

oA Y A5FAe Bdh= F 7HA| bE Vs Aol wEsty] wiiell, ol A wi AR
7] go] BEAo] 2EFA Rl oo wheh F7} wi PaseAE AFHoR AFFoRA I
AN 2EgMe] F7E AFHo R AZstuAl gt B ATE 200495 20129744 §71EA
F2wt AelA AR WY FAIE 719 Bl BEAA V1SS wEsE 132771 A vl ARE
olg3te] AARE WY A o]z AAE WY FAET} 7he] WA BAET, 2544 Rt ooz
ol Agrd AAtF vi})e] Eatoll ojudt F7hH Sl F%F

A Ads aokstd tet 2vh AA, A wiY A FH 1LY Feke FHEAlE
22 i) A AR A FAH R FoF o] S e ol2d A= A i
of thgk FAA e 415 Q12e] o]elxAo] HAetd Aoy IA dSS AAKIT A, A wlY
A o]z T QA wig] FANES: 7ho] 2o HAIE 253l Fofd TGl frolstAl ZHAEkait.
ol AEFAle] Fold Ve FAAREC] ojejxAe] AFE AT v SAIE AR lskA

T —=

VX=AE #Ag,

[e]
=
3L

2> rlo

Wee ofulaha, ol 2EgHo| theel v g Fasts FHH Aol dkn AgelA QN
ee HAHoR ANt ik,

B A7 14 AR olo] Iged: #dE A7 7He AAdT MAE Fa
WrSA R AR BYe Auat VAddE A58 Ans Agsta, VAdNs A2e
Al gk

I, A3yt R 714

A w3 g AP AT AT YT Al o)F F(H)e] 2AFEol #SHL JHA=
MAdt= A52 d72 23ty 9ti(Dann, 1981; Comment and Jarrell, 1989; Lakonishok and
Vermaelen, 1990; Ikenberry, Lakonishok and Vermaelen, 1995; Nohel and Tarhan, 1998;
McNally, 1999). ol#fa Azfol tfsl AAATE AT viRle] ABA} e 244 vgastol that
AAel A5 AFL 5 Atk NS Uk FAW AR AFAE A A8FelA BHow
AL wldS o8-8 VAR Aok FA8tH(Fried, 2000/2005; Hribar, Jenkins and Johnson,
2006; Burnett et al., 2012; Han, Lee and Song, 2014). o]x# AAlF mjde A5 ¢} 7]3]F9] 7]
F717F EAE o] Aol SAIE Ths/de] e BRE Aol Frlol whiEt AAE migel tigk Al A%
Axe o 71 Tt ol olfE AP IATE AEe AeE sk 2FaUdS ZABIST 4
A EAAEo] AlY A 252 A vl NsE 2] Q43S wAskgcHComment
and Jarrell 1991; Louis and White 2007). % T2 A7 AAEY AAlFAd8]& (A4 743 52
FHE TAE ] F2 FHo R U H&)o] SFE Asiadt ade A3E Busta ok
(Stephens and Weisbach 1998; Lie 2005).

SNAPE AR wigiRt 583k delMe A widE SAPL 7R ool FAAellA A vl
dak= W elE AT H)F AAE wielE 58713l AEate] o 21 7I7E Eet AR wil
shs (ol 2lE S shte AEd 5 gk, Ao wad vy Avidart
Bol 2853 AASEEE TA, A e Ay ks B AASEEE B 540 gl
Argstal glvt, g AR E ARESHe] A48 AT A drtel AR go] B2 A Alg)
e AT Auguet A5 Bt stk 494 23948 Raskn JelKim et al, 2016 Kim
and Park 2021).

g AR Edel w2, FdAe] 7185 et 71de] BRENANS A ves dF
fRleln, IAFAE ol && ST ol2g ARADS FHeE 788 =77 2 F IS AFHe
2 dZFdlgtth(Easley and O'Hara 2002; Botosan 1997; Bhattacharya, Daouk and Welker 2003;
Francis et al. 2004/2005), 53] SASAA = £& A4S 7HAHA AH AR FAS5A7HE 27
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wjZol], |Alo]¢e] Ho] ARt FolA =Fd FApAte] GMY S Fol7
8 & Jdoka FABC, wEA Be JdYATFe IAFEAL FEE AT A FAIe A4st
EA3)gktt, Teoh, Welch and Wong(1998a), Lee and Masulis(2009) % Kim, Lee and
Chung(2015)¢l] w2, 354 o]F F7hedE2 A0l F4o] Bd 7|Yo] &2 7I9Et o
oo wbASHgth. Teoh, Welch and Wong(1998b)-& TPO A A4l 0]9)g 243t 7]¢J-e PO 0]
F7hrelEol Zadtke A% Basta Qlvt. Ericksondt Wang(1999), Louis(2004)= 2 85
olde Q7] frelgh wEhE&S TEY] S olds A 24 4 QlaL, 2 A T olF ke
oJgo] AT F S BT ok o|2st AT AF= AR} AFH AR d-bE 71355
oje} AHsHA A= US5S AAFsL Aot

AP Aol FAkg WA, B ATE A wiYde] 518 FEse =T EA IJAEFE] 188
7Hd o2 oE3tant. wetA] 4lse) 713504 AAE ujY FAE EAE 3 elA] ARl A
WiAEAl AN 2EL] Y AFS F46H7] 8l A Wi A IAFES Brket A
wjle] F71E B7HE 7ol Qltt. vk ol#st o So] Ayethd, A vl A IAIEA ] et
7194(e1z=go] & 7)) A mld)e] FARESo] 3|AIF ] g5t 7|d(e]YxH o] 22 7|E
th @A B2 o &3t B ATE AFLYA S o]z &2 AMESY v 2
A AR 7ds At

H1 AAF 3 Alel oist Fade] A5 q4e 2 ojozgel AE AT weln 1l
Roleh, &, AAFE ThY AR AFAL YA AT YA FA P A2 F hol
ol o BAH B=9 Aol

&, & dA7e ARk E 2534 Fo] oRT7E AT vl A o]z R A i)l thE
APERES Zhe] BAll FFE v ASE Ak v AR AT AR Bdel 719 ket
AAE w A 7197HAE SEelr] A =Y RS SN, AHos Al e
2ES M Bo= ol H)4S =48 a7y} uka A8t (Holmstrom 1979; Harris and Raviv
1979; Haugen and Senbet 1981; Grossman and Hart 1983; Jensen and Murphy 1990). o]2{3k
sEgAle 344 BRE AAY W, TR AAE wglel FI17h AT FPI AT w1 e
S Az MRS FRelr] fsl B 25ERAS W =TE AR TFeAE (. S, A Ak
A 2E5FAo] Fojd 7192 AdA7E 4714 B dA 7197HAE Eole JrHEA e FHE Ae)7]
ol FAARS A wide @71l bR A 718l HAoR sty K d At
A7t e v SAF Al gk AEe siMshs Ade 1Y Jivh o] A 255Ade] FojE
7148l AAbE v} FARES2 AEFAo] FolEA] 2 7]1GY vud o ¥ & o vhgo] #5E
Aolth, Hio] 7] 2 o] xAYEE Bl 7]Yol AT midE FAlstH ek FAA = a7 71l
78 GAtlA 25500l FojHo] lttd, o|fxAo] Adtd AAF Wi SIS FAF R XA
&S ol aEE A5 AN SAH s HrEEA ohd, Ak vl A ol
AR YAl Tl FhEolER 1he] o] WAlE 25FA0] FoE T|qdelA diHeR FAa%
7Fs7dol .

&4, Kahle (2002)2 73 GAelA 253418 Wol Fojd 719e $4 A0} 7hedt F5o8 71
z2sk7] Sfsl A wijle] Algehe askE APe] Q14E olgste] AT WS 73l 52
o= o] rhe A= vkal AT = AT wideAlel thE FrEgo] A5l Fojd

3 dA el ek 255 Fort il Hl&-S Fa8h7|n
o 23l Akl 71EFolR §718 @ TheAE s SAT v A5FA 97)%0
APgellA A7 AEdehd, A i) 2 olejxAw AT widEAl FRe] FrkpelEd 1he
= WA= L3]E 250l Fod Yol dHes S TbeAd= Jlvh

olAH ARt et 2EgA o7t o]z Ad AT wi}) &3t ko] dAl mlR]= ke Tl
EAHE &M, & AT = AN 25FAd0] o2 Ad AdE AT vl o] R AT

¢
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oJuE JIL MAEAE AFHoR AN s thew g T WA AU A,

H2 A1 w9 A ol elzgah AaE i 3ale] F7h50l@ ghe) o Bl 2Eg4e] Hold

71905 297 2k V1) 0ol Aol7} AL Aol %, elelgel AtE A e BAE
Iz 2534 5 wet o Axrt 2482 Aol

I, He5A 2 7=y

1 Wes3

1) XA OHY Z12] 0]2ZH(DA _Prior)

ATE AT WY AR dAme] AFHLAANS o]lzA | Ul SHX= ARSIt 53] AL
*§°“ S ARAAT O AR QB thadt 22 ©AIA Habs AHEeth, WA JAPEIEE g R
21(1)7} Zro] Kothari, Leone and Wasley(2005)2] #2452 ¥e dAx-2tddls 283t 7|E7H9
AFHLA N (DALDS A, ag-go 2 Aatd Agridel Ay oA 2 wids
FAIGE 7199 AH Aol dgshe AL AYN(DA_Priori)S A5, ol& AAS vl ARz
A ALg3i)

ACCR, /A, = B [1/A, , ]+ B(AREV,,— AREC; )/ A, , ]
+B5PPE/A; , ]+ B,ROA; ,+¢,, 1)
DA, = ¢,

o714

DA;, © Kothari, Leone and Wasley(2005)¢] ®W]o]] wig} 3k 7|gie] tdx=e] A9 = d A=
2y,

ACCR;, b 7Iddig) Az BlEolo JPEFHATIES e S,
Ay C 71ie] t1dx T1EAIE ] FARAE
AREV,  :+  714di9] td= e de] W)
AREC,, o 71die ndx viEAde] W3}
PPE;, 7191y = e A
ROA;, © 71 rdE EARbeloE
& A Ak

2) KA DR SAIY FHO| AIEEES

4 JREI} B F ANS B3t 52 melshel AAATRA | wek AAF

mAdFZA] o)A SURE o]F 5U7A 119 oo & x4 elE(cumulative abnormal return)<
ARk, o8 AAE mids Al tigk AlNEE o2 SAS, 53] o] AFoAe AAT wigEAl
ol - ?J_TFJ +5U7HA 9] FH2AFAES 2(2), (3), (D) 2o Ml 7FA] W2lor Zb7} A4bstct,

AA A= ALY W 19 4R A B FE 1Y FR rasArels
(CAR_M(5,+5))& AsHs 248 AA@ Aoleh, Rite AT e A8 719is] FAY

12d] thet EFIES ofnlgch. Rmis AAF viY B Tl elo] the AATElEe 4\:161
a3} b 77h AN WA BA] o] ~245URE ~627kA] 2402 Behs e 71gie] 4437}
OB QUAFAFFE 7he] BAZ AFRGS Agste] FAT A AAR s1L7elt,

4
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CAR,M(—57+5), = [Ri,t - ((;+ I;R'lmt)} (2)
t=—5
+5
CAR_S(757+ 5)L = [Riﬁt 7Rsize,f} <3)
t=—5
+5
CAR SB(—5+5), = Y, (R, — Rg.c/par) 4)

08 TRy AFEARYE AE3A0] AUE U9 FA PALIFAFCAR 5,45
ARkshe B8 AN Rolth. 5 o] Bt QuzArlEL 714 AEFAERLDANA 714ish
Gl R 2T EEFALS] BErolERSze NS AUtel T, A4 T 118 Fe
EAFNBES PAS] FAEAEAES AN, (BN RSizefs AT 1Y FAY FH 1)
N AMERG NFOE A FRUE ) B TREY TEEEQE TS TH Y
TEFe|oo] PRFUES dridch BR, H@E T2 L 9999 2old 2] TH T AP
ZA A2 B (CAR_SB(5,45)D8] 44412 A48 Zoleh, 21(4)o) 4 RSize/BM i 120l
AN NFoR STel FRAEY EEZLQE TN, th 7} FE TEZ|QE FHAA Y
A7) ol ket e 44 Werem ARFetel PHE 2570l TE-EY EEEeool 3
FlES ofrlgt. &, 1209 ZArEe NEIdie] dFIBIN /Gt Seh TR X

Fol9e] dgitolig hetel 1o, 2t 2ohpolEe AR Y P 112 2 s

P 1m FJU

(MODEL 1) -2 ZpAl Y o] do)| o]e)g daF 2Ae 71gM A vl a418S ol FAAkE
o] Az o] AN s oilate] FriH o vhe FWEo] RS HEAE ASshe 7M1 tigh 242 d

o}, (MODEL 1) oAl F&H4(CAR(-5,+5)i)E 21(2)~(4)¢} 2] 'f—%é} Al 1A o] AAE wigd
FA =9 1101 Eou 2 2342 8 (CAR_M(-5,+5)i, CAR_S(-5,+5)i, CAR_SB(-5,+5)1)& 27} &jn]
st} AWl DA_Priorie AR wi9) 2 dxe] ARFdAdd-g ofngttt, wrefF (MODEL 1) ol
A DA_PHOH4 §]-’H7ﬂ—r(31)7} SAHOR frofgh 29 #& BoITHd, o]oz7go] & 7199 A
Wil gk F717F AE FZ o] ofd = Juka FAAPL oilsta e owE Aol

(MODEL 2) & AAF wigd o] el o]z 3 Aats wiYdE SANES ko] AV 2534 Fo
oo e} GRS AFsHe 720 gk X2 olt}k, (MODEL 2) oA Stock Optionie
Arkr wid Aol dA el tigk 2EFAo] FojEo] flow 1, I2%A] o 02 tinwsrolt),
THep 2B ﬁoﬂx}«] HEIEAE eslsle] Bte] @A i 2gE AAlskaL 714 B
M 7197k & EE FEshs 544 AFHE BHAvkd, AN 549 7]3Fo4 AAE wlY
2 25540l —.—04% 7]"1301]*1 diH o g s Flolt, o]H¥ 25gAe] dAH Ads WA
H (MODEL 2) o4} Stock Optioni®] 3HAAFB3)= frolgh &+ & vehd Aolrt, tEo] 2%
o] @71ARFA o]zt F71E AAlske ATt Ik, AR o] & Z1gol AEFE vidst
tate FAAE olE 4 9AY 71554 PR AXehe FdFe Z4aE Aot} =, (MODEL 2) ¢llA
DA_PriorixStock Optioni2] 3]HAG(B2)7} F-23k F(+)e] & EIthd H 3=} *%%*dol 713]F2]
A Aakr widEs JAleke Ao vk sjAE Aol

wHHo) 255Mo] @38 715]Fod AAE migdS fEdke TR AdE Helvhd, 25340
Fold 7ol A miYd FAlse A FURESS 25sA0] —‘?—oqﬂx] B 71gETt 2 Ao},
HEo] o]z d A Y FARES b8 Fo] BAlE A5FA0] Foid T o BA
o A Zelrt, &, (MODEL 2) ¢llA] Stock OpUOHII] 3| AAT (BS)—E frolg 509 & el
DA_PriorixStock Optioni] 3|AAIFP2)= ot ()2 #s 2 Aol
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CAR(=5,+5); = By + B, DA_Prior; + 3,SIZE, + 3,BM, + 3,L EV; + 3, CASH,
+ BsRepurchase Ratio; + 3;Dividnd,; + Industry dummy;
+ YEAR_dummy; MODEL1.

CAR(—5,45), =3, + 8, DA_Prior, + 3,DA_Prior; X Stock Option; + 3, tock Option,
+ B SIZE, + By BM, + B, L EV, + B, CASH, + 4 Repurchase Ratio,
+ B, Dividnd; + Industry dummy, + YEAR_dummy;, MODEL?2.

(MODEL 1)# (MODEL 2) o]l X3¢ AW v 2o, SIZEE 719t ads A5
Sfg Wpoln], AT v SAIAE T|EAI AN S AR APE7EA(109 ) ek Akdza
#og 4%tk BME 43 5dE $Als] 913k WR, A wiyd 3AIAE 7] 2A - A4 0914
40 WY o2 2AT FRIHAY A7EA vl gelrt. LEVS g e|Aads FAlst7] 9% e
AR w]) FAIAE 71 Z2A A vl RS H71EAIOR s vlgoltt. CASHE o4 a3t=
SABL7] gk MR A WY FAINAE T2AIF AN dPARFETE RS FATORE U vEo
t}. Repurchase Ratioe AA mide] RS A A3 WEE, vidd SAIEE 34 32 574
FE Ui H&S ofvr|dt}. Dividend= widAlsadts A7) S8 feg2, A iy eA1d=
Z1ZAA A FEEE AEshs 71geld 18 FofstaL, g 71gold 05 Foigh tnjwsoltt,
Industry dummy®} YEAR_dummys= 2t2} 244 9 A= 5345 SAl87] flsf st tinirolrt,

v, A

[«
r
4%
(TR
i)

|

i

L #8244 8

e
e

Tol TR 20043KE 2012371K] §71=AT 22T Ao ARE 71 FollA AAE
FAISE 2,2397] Apzdolth, HERE FollA thgd Z2 ANl ddele AAE vy AR
ol AAsACE. (1) AFAEL &Ao] the FHAdl &3 71ge AAg. (i) IPOZ 1%
719E FEAA wiAst, (i)
o 23] o) AAFE WiQlEt 719S FIE AAS. (v) F7HYE 2 AR AR5E 5T
19 AAZ (v) FAUEo] F7I0FY B2 o] 23uA| ¢be BES F7F2 A|AZCED
A 71%2S BE vEslE AAE WidFAE 1,32770¢]t), (Table 1)& HEH R )3t TEEY
A A1SF Aolth Panel A= A% B Xo|1, Panel BE ¥ E¥o|t} HEAAHH TE ZdA
| 2EgHo] Ho® AAE mYdFA 71QGL 4227 0]H, 2ESHo] RAER] oke 7L

tjo

fH £

T oo 10 e o
S 52
T i FF% ﬂ{“;
~ 2
o
o
N
1o
:9&
N
>~
>
X
2
jins
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=
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rL
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=
2
B
P
ox,
o
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1o Ay ol fol
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N

(e}

Ny
S
N
=
s

1) AR AB7Pole AALF Blg) BA olF A FThbgel Washs A AR Agelx YA 22l A%t 5
nle) 344 Aol v AEE AT Ak JMdold), whel] F181Fe)d e AF vigle] Alseks Aol s <1
& olgate] Uy AYAE APHolSE A7) Slsl ANE A AHMEES Sla AR 5ol BFE o8 TP AR ke Aol
o, 718FelE P Asskel kst Slh. olefe ol f= B el Hie NEAT Balel AAF vieluto] AT gl
e Aol B Aol Astdow 25 9 AR} Bl QI Aol TR Bdow A ARE BASR: A%l
olth. meb] B QFolils AAIE wle) el FAMGO T 8w ols) AR Hle] Qi AT v AR ER
o Auste] Ao AgRT}, HFEE 13277] FolA) F7RH B SR Eate) i 1967h0lm, 11317) HEE F7lery
3} ohe wigd AL B Al Stk
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Table 1. Sample Distribution

Panel A. Distribution by Year

Year whole sample Samples with stock Samples wi_thout stock
options granted options
2004 113 34 79
2005 70 30 40
2006 136 33 103
2007 173 66 107
2008 287 88 199
2009 88 33 55
2010 133 28 105
20m 203 71 132
2012 124 39 85
Total 1327 422 905
Panel B. Distribution by Industry
Samples with Samples
Industry Type Whole sample stock options without stock
granted options
1. Construction industry 42 1 41
2. Wholesale and Retail 95 27 68
3. Non-metals and Primary metals 91 9 82
4. Textile, Paper, Printing, Furniture 69 4 65
5. Foodstuffs 58 8 50
6. Pharmaceutical and Medical equipment 81 12 69
7. Electricity, Gas, Transportation 102 47 55
8. Professional service 199 98 101
9. Electronics, Computer manufacturing, etc. 464 182 282
10.Computer and Research related service business 33 17 16
11.Chemicals, Rubber, Plastics 93 17 76
Total 1327 422 905

2. 7lEeA 2 dEEY

(Table 2)+= & 7oA AR&E Bl g 71eSAZFE AAE Aot BE Weye 38t 1%
308 %A (winsorization)&tJtt, CAR_M(-5,+5), CAR_S(-5,+5) ¥ CAR_SB(-5,+5)= A 5 w1
TA T 11 Fote Azl g, Hae A7 1.7%, 1.9% 2 1.9%0]3L, $995% 247 1.6%,
2.3% 9 1.9%2 25 %o £9&g Jehit. DA _Priors AAS vl A A% Agkadgfoln
H2 —0.0130]32 F95E —0.0182 & Ao|& Ho|X| ¢tt}, Repuchase Ratio®] H1-2 0.0260.2
ol FET2 o 2.6%2 AAFE HEAH 2R WTAIRL 35S on|gitt, tlEo] HARE F
S AFek= 71 (Dividend) S 77.8%0| 1, 2E-&Mo] Bolg FE(Srock Option)e 31,.8%°]t},
B AT AAE wiY FARM RS SR A AR S A e, FUHlE ' AT
A7 E FnGuid Data Guideod F&&}ict,
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Table 2. Descriptive Statistics
Mean Std.Dev Min 25% 50% 75% Max
CAR_M(-5,+5); 0.017 0.115 -0.412 -0.039 0.016 0.073 0.350
CAR_S(-5,+5); 0.019 0.112 -0.407 -0.015 0.023 0.068 0.369
CAR_SB(-5,+5); 0.019 0.110 -0.395 -0.035 0.019 0.072 0.360
DA_ Prior; -0.013 0.142 -0.558 -0.077 -0.018 0.042 0.594
Size; 3.140 0.705 1.620 2.668 3.015 3.483 6.035
BM; 1.145 0.903 0.043 0.570 0.918 1.440 7.811
LEV; 0.869 1.177 0.001 0.215 0.474 1.058 12.478
Cash; 0.089 0.114 0.000 0.022 0.057 0.118 1524
Repuchase Ratio; 0.026 0.036 0.000 0.010 0.018 0.031 1.035
Dividend; 0.778 0.415 0.000 1.000 1.000 1.000 1.000
Stock Option; 0.318 0.466 0.000 0.000 0.000 1.000 1.000
Note: See Appendix 1 for variable definitions.
Table 3. Correlation Analysis
(1) 2) 3) “4) (5) (6) (7) (8) ) (10) (11)
(1) CAR_M(-5,+5); 1 0934 0930 -0.027 -0.120 0.166 0.107 -0.062 0.137 -0.022 0.004
(0.00) (0.00) (0.31) (0.00) (0.00) (0.00) (0.02) (0.00) (0.41) (0.87)
(2) CAR_S(-5,+5); 0.934 1 0.988 -0.037 -0.153 0.165 0.122 -0.076 0.150 -0.020 -0.006
(0.00) (0.00) (0.18) (0.00) (0.00) (0.00) (0.00) (0.00) (0.47) (0.82)
(3) CAR_SB(-5,+5); 0.930 0.988 1 -0.032 -0.159 0.191 0.133 -0.087 0.158 -0.009 -0.020
(0.00) (0.00) (0.24) (0.00) (0.00) (0.00) (0.00) (0.00) (0.74) (0.47)
(4) DA_Prior; -0.027 -0.037 -0.032 1 -0.160 0.081 0.011 -0.098 0.037 -0.155 -0.006
(0.31) (0.18) (0.24) (0.00) (0.00) (0.69) (0.00) (0.17) (0.00) (0.83)
(5) Size; -0.120 -0.153 -0.159 -0.160 1  -0.420 -0.247 0.036 -0.195 0.176 0.168
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.18) (0.00) (0.00) (0.00)
(6) BM; 0.166 0.165 0.191 0.081 -0.420 1 0.664 -0.177 0273 0.026 -0.205
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.000 (0.33) (0.00)
(7) LEV; 0.107 0.122 0.133 0.011 -0.247 0.664 1 -0.175 0.215 -0.012 -0.149
(0.00) (0.00) (0.00) (0.69) (0.00) (0.00) (0.00) (0.00) (0.65) (0.00)
(8) Cash; -0.062 -0.076 -0.087 -0.098 0.036 -0.177 -0.175 1 -0.009 -0.055 0.095
(0.02) (0.00) (0.00) (0.00) (0.18) (0.00) (0.00) (0.75) (0.04) (0.00)
(9) Repurchase Ratio; 0137 0150 0.158 0.037 -0.195 0273 0215 -0.009 1 -0.063 -0.021
(0.00) (0.00) (0.00) (0.17) (0.00) (0.00) (0.00) (0.79) (0.02) (0.43)
(10) Dividend; -0.022 -0.020 -0.009 -0.155 0.176 0.026 -0.012 -0.055 -0063 1  -0.053
(0.41) (0.47) (0.74) (0.00) (0.00) (0.33) (0.65) (0.04) (0.02) (0.05)
(11) Stock Option; 0.004 -0.006 -0.020 -0.006 0.168 -0.205 -0.149 0.095 -0.021 -0.053 1
(0.87) (0.82) (0.47) (0.83) (0.00) (0.00) (0.00) (0.00) (0.43) (0.05)

Notes: 1. See Appendix 1 for variable definitions.
2. Parentheses indicate p-values.
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(Table 3)& W 2te] AaAdAAES

(CAR_M(-5,+5), CAR_S(-5,+5), CAR_SB(-
A& ¢t 8 Repurchase_Ratios F2 =349 &34
Az AARE vl FARES 7o BAE thkdt 290s

Slge erha gt

=

W
+
N
=
b

49 o) AR 2o v, AR
A F dEaARNos 2 Bast

2

3. 3 HARA 10 AR iy o)A A v dE AN 71
(Table 4) &= AALE vl FAES-o] ARALE Wiy A o]z Z7|d wet JFS Le=AE
EAgE Adoltt, FEHUFE Al 7R 2o S8 A ulY] T 11Y Bk Tz
o, AW SE ZAS Q) FR AR Agagdelct, 23(1), (2), (3)o14] DA_Priore] 3|HAG+=
¥z} -0.051(t=-2.245), -0.062(t=-2,819) ¥ -0.058(t=-2.701)Z 2% EAH oz Holat &9 7S
Hrt, o]gdt Ao FAAEo] A9t AR vlEAIE B8l Buls 2lae] Alg8E HA oY
Ale] Tl 71x38te] st QS AXgTE AAHo=Z (Table 4) 9] Ade £ A9 714
1& AAstL et

|

Table 4. The Relationship between Earnings Management prior to Share Repurchases and

Market Response to Share Repurchases

(1) CAR_M(=5,+5);

Dependent Variables

(2) CAR_S5(-5,#5);

(3) CAR_SB(-5,+5);

Coefficient Coefficient Coefficient

(t-value) (t-value) (t-value)

Intercept; 0.047 0.067 0.057

(1.858) * (2.756) *** (2.413) *

DA_Prior; -0.051 -0.062 -0.058
(-2.245) ** (-2.819) *** (=2.707) ***

Size; -0.010 -0.017 -0.016
(-1.947) * (-3.368) *** (-3.234) ***

BM; 0.015 0011 0.015
(2.782) ** (2.014) ** (2.893) ***

LEV; -0.001 0.002 0.000

(-0.238) (0.478) (0.125)

Cash; -0.053 -0.067 -0.072
(-1.871) * (-2.419) ** (-2.663) ***

Repuchase Ratio; 0.325 0.351 0.357
(3.583) *** (3.990) *** (4.142) ***

Dividend; -0.006 -0.004 -0.001

(-0.772) (-0.491) (-0.164)

Industry dummy Included Included Included

Year dummy Included Included Included

N 1326 1326 1326

Adjusted R° 0.037 0.047 0.056

Notes: 1. See Appendix 1 for variable definitions.

2. =, **_ *xxx mean statistically significant at the 10%, 5% and 1% levels,

respectively.
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4. 53] AEA 20 253Ao] o] x4} AR vl FANMES 7kl Aol v|A]=
zA &y

(Table 5)& ZAE vl9) A o]z 7 AAIT vlQ)] FANHS- Thol| 22] A} 2534 Fof oo
we} GEA=AE B3 Aoty 2EFAe 2HERE BN Y8, B dFE AR
(DA_Prior)®} 2E-g-A | (Stock Option) Fkoll A& 28 =(DA_PriorXStock Option)E AJA3}o]
A8, 2¥8(1), (2), (3)lA Stock Optione] 3]|AAGFE 242 0.015(t=2.119), 0,014(t=1.941)
2 0.012(t=1.796) 2.2 BF TAH2E {3t & gh& Vet ol A FalalE] A9t
2EgHo] Hojd 7|golx AATE viddd wf H gzt AEE o s A2Et dSS ofnlsit
w23 (1), (2), (3)ddA] DA_PriorxStock Optione] 3|AAFE 22k 0.102(t=2.262),
0.087(t=2.012), 0.096(t=2.247)2 BF H2|3t ko] #& Rt ol A o|xA AAF
vile] FAMES 7he] 2o BAlE FE 2EZAo] RAHRA] ¢ke 7|dMIA YERYIL o, A5
Mol Rold 7|99 A &9 #AV tha 8= Y-S BT vk, AwkE o2 (Table 5) <
A= AR s o8t 2sA|E ] AFHE Hriehe 28RN AEFM0] 88 F IS
AJAFSEAL QlTt

Table 5. Effect of Stock Options on Share Repurchases

Dependent Variables
(2) CAR_S(-5,+5);

(1) CAR_M(-5,+5); (3) CAR_SB(-5,+5);

Coefficient Coefficient Coefficient

(t-value) (t-value) (t-value)

Intercept; 0.050 0.069 0.060
(1.980) ** (2.864) ** (2.532) ***

DA_Prior; -0.113 -0.115 -0.116
(-3.228) *** (-3.406) *** (-3.505) ***

DA_PriorixStock Option; 0.102 0.087 0.096

(2.262) ** (2.012) ** (2.247) **
Stock Option; 0.015 0.014 0.012
(2.119) ** (1.941) * (1.796) *

Size; -0.012 -0.019 -0.018
(-2.288) ** (-3.666) *** (-3.523) ***

BM, 0016 0011 0.015
(2.832) *** (2.060) ** (2.927) ***

LEV, -0.001 0.002 0.001

(-0.146) (0.563) (0.208)

Cash; -0.060 -0.072 -0.078
(-2.091) ** (-2.616) *** (-2.862) ***

Repuchase Ratio; 0.322 0.348 0.355
(3.557) *** (3.965) *** (4.123) ***

Dividena; -0.006 -0.004 -0.001

(-0.771) (-0.487) (-0.181)

Industry dummy Included Included Included

Year dummy Included Included Included

N 1327 1327 1327

Adjusted RZ 0.042 0.051 0.060

Notes: 1. See Appendix 1 for variable definitions.
2. *, **x **xx mean statistically significant at the 10%, 5% and 1% levels

, respectively.
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5. F7REA: ANE wlel W AEgAe Ahud 2davt

(Table 6)& (Table 5) oA 3 254 2HaI7} A vl whet xpEx o s vet
w=AE ASE] sl dAlEEs A wibERiel wiet = Je] gRdew 7R ?— 2554
ZAFHNE A2 Aoltt, ghmelld AT g2 F7RAE AT 38stal lem, 7 7HA] A

A (R A AE])) SolM & 7hA] WS AdeEste] FAlskaL gk AAE A2 AL
7b FAAEA 37hE ool SAIR A EFE AR TAdse ol o] WA e VIRt

Fobol thkel FES 7] uhel viwa AR v go] Frkshs PHdos 7
A} gol 2as, AEAW} 5% FAAE A5 WS Bl Fkn Yn

Table 6. The Moderating Effect of Stock Options: A Comparison between Direct Purchase
Method and Indirect Purchase through Financial Institutions

Panel A. Direct Purchase Sample

Dependent Variables

(1) CAR_M(-5,+5); (2) CAR_S(-5,+5); (3) CAR_SB(-5,+5);

Coefficient Coefficient Coefficient

(t-value) (t-value) (t-value)

Intercept; 0.055 0.069 0.064
(1.712) * (2.224) ** (2.087) **

DA_Prior; -0.114 -0.127 -0.125
(-2.498) ** (-2.893) *** (-2.911) ***

DA_PriorixStock Option; 0.052 0.042 0.057

(0.761) (0.649) (0.884)

Stock Option; 0.013 0.010 0.008

(1.352) (1.060) (0.964)

SIZE; -0.01 -0.016 -0.015
(-1.708) * (-2.544) ** (-2.487) **

BM; 0.017 0.016 0.019
(2.248) ** (2.142) ** (2.624) ***

LEV; -0.005 -0.004 -0.005

(-1.109) (-0.937) (-1.077)

Cash; -0.037 -0.053 -0.056

(-0.968) (-1.434) (-1.550)

Repuchase Ratio; 0.210 0234 0.243
(2.175) ** (2.513) ** (2.653) ***

Dividend; -0.004 0.003 0.005

(-0.385) (0.275) (0.523)

Industry dummy Included Included Included

Year dummy Included Included Included

N 757 757 757

Adjusted R° 0.038 0.049 0.060
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Panel B. Sample of Indirect Purchases through Financial Institutions

(1) CAR_M(-5,+5);

Dependent Variables

(2) CAR_S(-5,+5);

(3) CAR_SB(-5,+5);

Coefficient Coefficient Coefficient
(t-value) (t-value) (t-value)
Intercept; 0.050 0.079 0.062
(1.153) (1.904) (1.522)
DA_Prior; -0.132 -0.118 -0.123
(-2.341) ** (-2.161) ** (-2.296) **
DA_PriorxStock Option; 0.147 0.115 0.124
(2.205) ** (1.793) * (1.963) *
Stock Option; 0.012 0.010 0.009
(0.981) (0.887) (0.826)
Size; -0.014 -0.024 -0.021
(-1.404) (-2.464) ** (-2.222) **
BM; 0018 0.009 0.014
(2.090) ** (1.094) (1.798) *
LEV; 0.003 0.008 0.006
(0.416) (1.341) (1.001)
Cash; -0.105 -0.114 -0.121
(-2.378) ** (-2.678) *** (-2.889) ***
Repuchase Ratio; 0.854 0.932 0.945
(3.467) *** (3.905) *** (4.037) ***
Dividend; -0.011 -0.014 -0.01
(-0.873) (-1.118) (-0.950)
Industry dummy Included Included Included
Year dummy Included Included Included
N 570 570 570
Adjusted RZ 0.069 0.083 0.091

Notes: 1. See Appendix 1 for variable definitions.

2. =, *x_*xx mean statistically significant at the 10%,

2 2} uﬂ o] iAo o wol £3E
315}, webA (Table 5) oA Aksla wisl o),
MR 25 o] 2AaIT) T Fe e TR el 3
olefat FPs e Selsl] A8 A E e

7h 9 ol AHolrt A B

§719} Acke AAH F
ol wl17Igko) 710l Aol
e Wl Wat

fox

(Table 6) ¢] Panel Ax AAFE ZHuY3s TES
Panel B X]-/\]—ZE )\]E]'UHO]U]- _L_l;l_O EH}\]_OE T’E_"‘

(2), (3)dllA] DA_PriorxStock Option®] 3]AAS

=
A
ax

ol oa I

Hir——5% 1+

5% and 1% levels, respectively.
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0.057(t=0.884) = B FAH 2 folgt 2davt 457 gkt whdel] Ay g tdos
B33 Panel B 23 (1), (2), 3)oA] 432815 (DA_PriorxStock Option)e] 3AAFE 242
0.147(t=2.205), 0.115(t=1.793) 2 0.124(t=1.963)& =% FA oz o3t o] 3t& vetit
olglgh A= A wislell Wik 25 BEdAe] Srbehs AR (AEH ) oA, FAAES
A wdEAle] A2 S ERlsh] Sl A5 B offte dd =R &8ss Aol Tk

heg A,

V. 88

A AT e ol EH 0% 77l FF WAA ehgelw Breka AT wide A%
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& A wge] 57 8 SR FAEGE Agehs Aulael AR A Holgt, FAREE A
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Appendix
A. Variable Definition

Variables Definition

CAR M(-5+5) = Cumulative abnormal return for 11 days around the announcement of share
purchases measured by the market model

CAR S(-5+5) = Cumulative abnormal return for 11 days around the announcement of share
purchases measured by scaled market adjustment model

CAR SB(-5+5) = Cumulative abnormal return for 11 days around the announcement of share
purchases measured by scale-growth adjusted Model

DA Prior = Discretionary accrual in the year immediately preceding the announcement of
share purchases

Size = Log value of market capitalization measured at the beginning of the year of
share purchases announcement

BM = Book to market value ratio measured at the beginning of the year of share
purchases announcement

LEV = Debt ratio measured at the beginning of the year of share purchases
announcement

Cash = Cash holding ratio measured at the beginning of the year of share purchases



Repuchase Ratio

Dividend
Stock Option

Industry dummy
Year dummy
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announcement

The ratio of the announced stock purchase volume divided by the number of
outstanding stocks

A dummy variable that is 1 if the company pays dividends, and 0 otherwise.
A dummy variable that is 1 if the company has been granted executive stock
options, and 0 otherwise.

Industry dummy variables to control the industry effect

Year dummy variables to control heteroscedasticity of data for each year




