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D-3 -0.9008 -1.92 0.4766 1.25
D-2 -0.5014 -1.97 -0.0248 -0.08
D-1 1.1414 1.95" 1.1166 1.75"

D -1.0763 -2.00" 0.0403 0.10
D+1 -0.6848 -1.91" -0.6445 -1.33
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CAR(-2, 1) -1.1211 -2.23" CAR(-3, 2) -2.493 -4.84™
CAR(-3, 1) -2.022 -4.28" CAR(+4, 2) -2.282 =377
CAR(-4, 1) -1.8113 -3.14” CAR(-5, 2) -1.9757 =279
CAR(-5, 1) -1.5049 -2.27° CAR(-5, 5) -1.3784 -1.39

) CARS 85 Fulx 34 A FALE 7[Fo2 3 F559 HASTFHZGFAEO UL # ke 2 7}
Z} 10%, 5%, 1‘%«] oS YeERdLh
(E 5 3WE 5|8 SA| 8% CARY Hjuw
n N - 2ol gk s
T i w8714 Az [ AB ]
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2ol 3k A3 0.0067" 0.0001"

[ A-B] (0.0032) (0.0001°)
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74

(ol NA =4 b |
CE T 3|7EM
CAR(-31) | CAR(-32) | CAR(-42) | CAR(3) CAR(15) | CAR(1,10)
ereent 01717 | —0.19247 ~0.2019"" ~0.1845™ -0.2315" ~01713
ereep (-2.75) (-2.72) (-2.42) (-2.77) (-2.27) (-1.61)
S0y 0.0098" 0.0106™ 0.0115™ 00131 0.0070"" 00110
¢ (2.45) (2.34) (2.15) (2.94) (2.28) (1.54)
ROE ~0.0301 ~0.0262 -0.02147 -0.0234 ~0.0012 0.0089
(-1.15) (-0.88) (-0.61) (-0.92) (0.03) (0.22)
Book to 0.0056 0.0060 0.0074 0.0031 0.0029 ~0.0018
Market (1.05) (1.42) (1.04) (0.6675) (0.32) (-0.18)
Forcion 0.0105 0.0349 0.0099 0.0256 ~0.0179 ~0.0285
& (0.34) (0.38) (0.24) (0.84) (~0.48) (-0.58)
Beta -0.0241" -0.0285" ~0.0295" -0.0102 0.0134 0.1960
(-1.99) (-2.07) (-1.82) (-0.83) 0.71) (0.80)
Short ~0.0061" ~0.0058 -0.0025
Selling (-2.74) (-1.62) (-0.67)
Adj-R? 0.072 0.062 0.035 0.294 0.096 0.027
F(p-value) 175 1.64 135 35 1.66 0.84
F) BELE FEAANAC AAE F8dFoRA 20139 109 192 wid @A), o Zalsto]=e] AT E
HuRE Aew o, AARAY F4uF UAPrAEILAR CARCID, CARCH)
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AN AEHE WHS xsES MV sl e il
WEse wEel vste] s1EEHe] obg AL Vi 5t ol tae A
o= AHelHo] YAE Pk A4ge] A Voo 0] A% AA Ad @
o] AzBAoA AH&s =3 9o Harissh Vo Fu% 34 A FAY o4 0
Gurel(1986)¢] Al A=t gt ERFA 9 Azt 29 jo AFF A%
A= 19SS JeElE 2113)3 o] A= V., 3ule FA A4 AL ol 90d
Mk 546 HAEAAG AR QAT A
vr, = L VV (13) A 09 VR, & A4 AAe A w
" Te 24T W jo 1Dl glolM mEshE A
MVE, :% VR, Aare] Hiolu] whok ALA7IZE Fol Az W
g7} glom o] ujge] 7|dghe o]tk o] v &L
T3 A <E 1003 2
(E 9 ARZHES 6t HHAELLUST HHATHESUE
AR AR t-value CAR t-value
D-10 0.5219 2.01" 0.5219 2.01"
D-9 -0.1352 -0.60 0.3866 1.49
D-8 -0.3810 -1.55 0.0056 0.02
D-7 0.1864 0.96 0.1912 0.51
D-6 0.0157 0.12 0.2077 0.53
D-5 0.1637 0.94 0.3714 0.89
D-4 -0.1235 -0.64 0.2479 0.54
D-3 -1.0048 -291™ -0.7569 -1.30
D-2 -0.0851 -0.51 -0.8420 -1.52
D-1 0.5501 1.43 -0.2919 -0.43
D -0.9463 -3.48™ -1.2382 -1.67
D+1 0.1379 0.55 -1.1003 -1.52
D+2 -0.3191 -1.38 -1.4194 -1.81"
D+3 0.2114 0.60 -1.2080 -1.38
D+4 0.3134 1.73" -0.8946 -0.98
D+5 -0.1162 -0.52 -1.0108 -1.01
D+6 0.5123 1.46 -0.4985 -0.46
D+7 0.4457 1.95" -0.0528 -0.05
D+8 -0.1303 -0.58 -0.1831 -0.18
D+9 -0.2269 -1.34 0.4099 -0.41
D+10 1.0511 297 0.6412 0.66
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<E 10>A AYH v &) =955 AuEd I % 38 FAIY HATZ to] A o] fo
TAYE AT gt FH57F 11 Fe Gs Ao AgAYF ] AAvke <k 10>«] Az
Heog2A S8 AgFe] A% div] JA v = A Aol A A E Morse(1981) Z&o <
Elth 53] FAY 69 ARE FAY AE7HA st A FY dH4E AA ) Morsed] EF
AdFA7ke] T4+ 06708 Aole FS YERY < o]&st A A0E YEIHE <& 8>
I o] HEAHoeR FAY o dFY 12 = NME AT FTAY o)A 64 HHEH o]
79 Aol AFANFRTY 30% Wz 4 T 6U7HA FAYE At F8Fe A o]
Atk TAA F9A Y HE:> A ko] AT 7] AgAR = gy FA Yebstt) oRk Morsed] &
Ao FE 7 AAE Y. 85 TulE S ol vlste] <& 10> A3 3 fFoFTol =
FTAR A8t T A Fel AlFAYH o Al Y2t} AR AAdow B %%—Zroﬂ o &t
vl & Aolghe= 7S ERlsty] Hste] A = 38 FAIE 2IAAYF sy o}
o] v &o] 18T} 22 7]de "o 50% ©|std 2} 37]9} frolol A oF7te] Afolzt g ¥ 7| E
Aol 7HEd 2 U AIsHH, 507H-4 A 714E o A A4Y &, 5T 2GAYHFY FEd m
do e A4S dAAE FoaT 5%CA 19 A5 g Aol7t gl Aoz AIHAT
MALel™ 1%l A& 167)A}e ]‘jr.
(E 10y 3= 2X| sfiMSAl 0|F2| Hefe|E 0|
B Total(5071)
- Bt =5 Hl&>1
D-10 1.14 1.12 25
D-9 1.15 0.70 1555
D-8 1.21 1.03 26
D-7 1.14 0.69 1255k
D-6 0.92 0.69 1255
D-5 0.85 058 1255
D-4 2.26 0.83 15
D-3 0.89 0.60 Toeskk
D-2 0.77 059 1255
D-1 1.44 0.93 23
D 1.64 1.05 27
D+1 1.28 1.19 28
D+2 1.05 0.75 13
D+3 1.13 0.63 1655
D+4 1.08 0.87 18
D+5 2.15 0.90 19
D+6 0.88 058 115
D+7 1.73 0.70 13
D+8 2.46 0.96 24
D+9 2.20 0.83 16
D+10 2.03 1.13 26
) B FHFE S84 2009t AgFelth FoE AXtEly] ke Eujge] 059 Ag FEo 7t
5070019 7 =05 (F,p=22% 71Zels GAXNE ATFEE o|FEE ZAAE A48 A nr—zvnr(1—7)

=50 05-1.645X v50(05)(1—05) =1976 (5%°] 95

)
F), 50X05-2.33X /5 (('5)(1 0.5) = 1676

(1%9] Fol5E)E ol 83ste] HE>1Q1 71 F& ATk # e & ZH2F 10%, 5%, 1%9] FolFEs

7



71974+ #2149 A43.(2014. 08)

e,

M)
T

2l A AAE oyl

= o}
T =2

o)

9|
=
juy|
5%

'y
i

8= CDS(credit default swap)

L
e

2~ =2 O = =)
FEe 548

e

ol o

%

L
L

T T4 9 S A7E Al vA

OB "
te}
amg
=
ﬂl_]%o
o
~ _ X%
= =
W %o o
Mﬂ,A|1.A_.o
o
= >
noXE
71]01__/|
63
El.ﬂx.uﬂjl
ﬂﬂ,ma
ﬂ:nﬁa
%Eut
= 2 o
B OE .
Ho To!
oy E
o T T
wuﬂo%.
N <
Hf%&m
fe ”
:.L ‘_ﬂﬂ
=}
R
< o 0
= 2K
= B
28w
LR
S 1k B°
8 g0
.m,ﬂﬁ
| . TR
5 T
OﬂAMﬂ
£ 5
=< % 2
e} 63
Mo Bl
% BN
d T:Z 8102 *

B oo T
TR T
T
_Lwoaf;._.
@ommm
B
x <
T oW
ﬂ%%
m%iomu
R
M«WZT
=X
T
o
= =W

ut
= B W

=z
L2
soaet.

]
}

o o P
o —
B
anuﬁ
ﬁeuaﬁ.
H
- @ B
E S 5
Mo O X
<
W@j_r
5
Ro B
,AIaLiO
T
N o
ox
ol
~ w° N

9T Jequiadaq *

%M%wﬁ mvﬂgﬁwmﬁw
I B, T OROOTH %o
WREs zERFT LT
Tymi T o wuHoT
Ho = o ﬂu = w M R = =
o Ho B —p NE o o R
%ﬂu%_ﬁ @UM&N%W%
mw%wﬁﬂ FEIREE R
Rapgd T we b
FEYY ey LR
T ° GO JRTR=
G H o o -
T IR o= o
R o) o N 2o~ X
ST o, P B
NN mo_,oLdl T o e
?ﬂ Bo ® Memm JJJ mmﬁb_
TR E® A < N
%ﬂﬂ%ﬂr%ﬂ%%%%y
TR W B AT R B
w " N TR o w R X
R e O A oo o B
SrEExEil s
ﬂ%,km@. % o <o
%OWWWﬂ%M _Mu%ﬂm
HW,MM%AMW%W J_m'm)ﬂ
T IFIHL,ATQ oF X L
murm%oldrﬂnﬂrﬂ < 3K o
T R T P
PR P e Ho _

X S ® < B G
OJH SR A = —_— a
= E#e2ﬁﬂ9nﬂ 5 5
UL .2Z® s7&
BEE X ZB R _ AN
S M < g w B

. ~ —_—
LTy Edw ¥ Ty
TR W ow B E X T W B
T TR o T B o Foup o
I N
T EETE oy g
i oo T T P EF K G oo

o M T W BT 0 Ho W N &2

Aepuns ye 68'25°2°0T¢ dI Aq peojumoq [a[o1ea:1apIn0Id]

Ho
Wt

& alsleh web ol
5

o]
"
rvie)

X

=1
Ho

rveel

oW
H

ﬂ”

)
iy
"o

il
-

7A
Ho
o

do
5

1
[=}
Ho
o}J
0SS

O‘_

ba e,

5]

FHo B A3t 7)o

(Beta)

)

ol

bl FAAE

S

of dof

e

|

ik

w Ve AR

= Aol s Aol

aL
o

4)

B
)

gl

]_

sy

]

I

(2011)

78



[Provider:earticle] Download by IP 210.2.52.89 at Sunday, December 16, 2018 7:41 PM

F 3z 73

A7G011), “F2HE FE97] AF ofrlo} F
N/\] Z} %ZEF 1:1/\-] ” 7|o-lydo=loq:rl_(5]_%7]

271 - vk A - A GQ08), 917 wjo A
oAl A g AR 24
(5&3%%737\1]@?%), 11(3), 1-47.

2842012, *

Aska)), 41(2), 309-340.
o] EA - 7Y - A (2010), “FIhek FEELE
A3t AN BE A A7) HREAY
BRI (=15 A g3]), 39(3), 449-430.
A - 0] &A(2006), “=AFAAT F=719

R (2()11) “Trje] Alge] Trie A E 7]
of M= G, o 3+ & 85| x| (v
8+3)), 24(2), 723-741.

A3, o174381(2012), “AF TA7FA] Hobel wh

A7 A o o] FHag e B A
4 A7) I YA (@194
19(3), 71-91.

L%
[
— ©

L AAEQO), ) :
WEA nAE 24 54 BE AR
Jled T @arggdes),  210),

79

of

i A HATATE AT el A= o Ek

Angel, J., S. Christophe, and M. Ferri(2003), “A
Close Look at Short Selling on Nasdag,”
Financial Analysts Journal, 59(6), 66-74.

Baek, J. S, K. H Bae, ]J. L. Kang, W. L.
Liu(2012), “Do Controlling Shareholder’s
Expropriation Incentive Imply a Link
Between Corporate Governance and Firm
Value?,” Journal of Financial Economics,
105, 412-43b.

Boehmer, E., C. Jones, and X. Zhang(2008),
“Which Shorts Are Informed?,” Journal of
Finance, 63(2), 491-527.

Bris, A, W. Goetzmann, and N. Zhu(2007),
“Efficiency and The Bear: Short Sales and
Market around The World,” Journal of
Finance, 62(3), 1029-1079.

Chang, E,, J. Cheng, and Y. Yu(2007), "Short-Sales
Constraints and Price Discovery: Evidence
from the Hong Kong Market,” Journal of
Finance, 62(5), 2097-2121.

Diamond, D. W.(1987), “Constraints on Short— Selling
and Asset Price Adjustment to Private
Information,” Journal of Financial Economics,
18(2), 277-311.

Figlewski, S. and G. Webb(1993), “Options, Short
Sales, and Market Completeness,” Journal of
Finance, 43(2), 761-771.

Harris, L. and E. Gurel, 1986, “Price and Volume
Effects Assets Associated with Changes in
The S&P 500 List: New Evidence for The
Exitence of Price Pressures,” Joumnal of
Finance, 41(4), 815-829.

Henry, O. and M. McKenzie(2006), “The Impact
of Short Selling on The Price-Volume
Relationship: Evidence from Hong Kong,”
Journal of Business, 79(2), 671-692.

Hong, H. and ]. Stein(2003),
Opinion,Short-Sales

“Differences of

Constraints, and



[Provider:earticle] Download by IP 210.2.52.89 at Sunday, December 16, 2018 7:41 PM

71974+ #2149 A43.(2014. 08)

Market Crashes,” Review of Financial
Studlies, 16(2), 487-525.

Jarrow, R.(1930), “Heterogeneous Expectations,
Restrictions on Short Sales, and Equilibrium
Asset Prices,” Journal of Finance, 35(5),
1105-1113.

Jones, C. and O. Lamont(2002), “Short Sale
Constraints and Stock Return,” Journal of
Financial Economics, 66, 207-239.

Miller, E.(1977), “Risk. Uncertainty and Divergence
of Option,” Journal of Finance, 32(4),

80

1151-1168.

Morse, D(1981), “Price and Trading Volume Reaction
surrounding Earming Amnouncement: A Closer
Examination,”  Journal — of  Accounting
Research, 19(2), 374-333.

Ofek, E., M. Richardson, and R. Whitelaw(2004),
“Limited  Arbitrage and Short Sales
Restrictions:  Evidence  form  Options
Markets?,” Journal of Financial Economics,
TA4(2), 305-342.



[Provider:earticle] Download by IP 210.2.52.89 at Sunday, December 16, 2018 7:41 PM

of

(Abstract)

Effect of short selling on stock market

: A case of short-selling ban abolishment in Korea*

Kangjin Ju - Myeonghoon Yeom - Jae-Seung Baek

This paper investigates whether stock market reactions are affected by the announcement of
financial market policy such as short sale ban abolishment and this announcement effect are affected
by financial risks of the firms. As a result, we find that the deregulation policy such as short-selling
ban abolishment is significantly related to the market value changes and firm's risk.

Short-selling in South Korea was banned in October 1, 2008 in response to increased level of
uncertainty and instability in the financial market sparked by the filing of Chapter 11 by Lehman
Brothers Holdings Incorporated in September 15, 2008. However, the stabilization of volatility and
uncertainty in the financial market restored the legality of short-selling of non-financial shares on
Ist of June 2009. Also the short-selling ban was lifted on financial shares in November 14, 2013.

We set the short-selling ban abolishment has significant effects on the market value of equity
as the main hypothesis. Also, we consider that these effects are influenced by firm characteristics
such as size and leverage. In order to test the hypothesis, we analyze announcement effects on
the abolishment of short-selling ban on financial shares by observing the share prices and traded
volumes in Korean stock market(November 13, 2013). Policy change in Korean financial market
has good characteristics that are suitable to examine the value of equity of the firms following
environmental policy changes.

The empirical analysis is conducted through a normal event study. This study analyzes the
cumulative abnormal return (CAR) of fifty financial firms that have implemented abolishment in
2013 and investigates the effect on stock price. The time horizon sets the announcement date as
an event date and observes the performance of 10 days prior and after the disclosure date.

The empirical results are summarized as follows: First, we find that the performances, measured
in the rate of return, of financial shares under-perform the market. Second, the cumulative abnormal
returns show positive relations with the size of the company but exhibit negative relations with

the level of risk(beta). Third, the total trading volumes of financial shares are less than the market
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volume before and after the announcement date.

These results are consistent with the view that the decrease in the expected rate of return due
to policy change is more pronounced as the financial risk of the firm increases. Our results suggest
that the depreciation of financial share prices is attributable for the decline in volume.

Our research contributed to analyzing the effect of short sale ban abolishment which implemented
in 2013 comparing the result of short sale ban from 2008. This paper differentiated the previous
study since we analyze the market reaction following deregulation using short-selling ban
abolishment. Furthermore, we show the firm based results focusing on financial industry, which
is the first empirical study in Korea. The results of this research can be used as an important reference
by policy-making and supervisory authority for developing the efficiency of designated market trading

system in the financial market.

Key Words: Financial market policy, Short selling (ban), Event study, Stock return, Trading volume
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