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Abstract: Managers have the option to repurchase the stocks by the announcement of an OMR (open
market repurchases) if they feel the company’s stock price is undervalued. The market price of the
stocks is exchanged for the true value of the stocks and is considered as an exchange option developed
by Ikenberry and Vermaelen (1996). However, the announcement of an OMR for listed companies in
the TSE (Taiwan Stock Exchange) is distinguished from other stock exchanges in making a
simultaneous announcement of the “interval of repurchase price”. Under considering of Taiwan’s law,
this paper uses the exchange option to provide the evaluation of an OMR program. Based on the
results of numerical analysis, the bigger the gap between the lower limited price and the upper limited
price is, the more intense the market response toward the OMR announcement will be. The
theoretical lower limited price and the theoretical upper limited price of using the Newton's method to
obtain are selection guideline. The major findings in empirical study are as follows: First, investors
tend to believe the upper limited price announced by the OMR firms can be achieved, that is, the
investors also think that the company’s stock price is undervalued. Second, the interval of repurchase
price should be considered by evaluating the exchange option value of OMR announcements.  Finally,
the cumulated abnormal return on stocks is significant by being different from zero when the actual
upper limited price is close to the theoretical upper limited price. Consequently, the theoretical upper

limited price of the paper provides a selection guideline to companies making repurchase decisions.

Keywords: Open Market Repurchases, Exchange Option, Interval of Repurchase Price
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%1 RIS OMR FHFELE 7 BT 4 sy

OMR & #7EL L X (0) O B
s FEUCKy ) (s UK ) P (AX, (0)/AK, )(%)

(Xy(0)) Xy (0)

825 25 0.00065748 0.15
775 25 0.00064998 0.33
72.5 2.5 0.00063409 0.70
67.5 2.5 0.00060239 1.43
62.5 2.5 0.00054408 2.78
575 2.5 0.00044841 5.18
525 2.5 0.00031526 9.27
475 2.5 0.00016981 16.03
425 25 0.00005923 26.96

OMR 77kl TR X, (0) By
B = HE R e
i K ) i FECKy ) FE I ks (AXy (0)/AK, )(%)

( XY (O) ) X Y (0)

425 82.5 0.00059824 -2.67
375 82.5 0.00064716 -0.71
325 82.5 0.00065688 -0.07
27.5 82.5 0.00065747 0.00
22.5 82.5 0.00065748 0.00
17.5 82.5 0.00065748 0.00
12.5 82.5 0.00065748 0.00
75 82.5 0.00065748 0.00
25 82.5 0.00065748 0.00

7 OMR FHb s VR 115 425 7 > R F{lak 1.75% o IR ] SR Pk W Eve 1%, 0.3129 » Al €4
fifl P = P £ 0.4381 ;Eﬁ'f, OMR & i i/ q&fg%p}ﬁlﬁﬁlrgﬁ 0.0143 > ¥R EIE=5k 0.62% -

#2 ﬂﬁ?{ﬁlﬁ IR gﬁ]}a Hp! gy - U@L OMR ?f%r',?*ﬂ;‘g‘[’iﬁﬁﬁj/ﬂ B~

OMR FHEIFEL (ks ket
l’%‘f’rﬁm I(KL) I'Ffﬁ?ﬂﬂ( Ky) EIFIEWJ%E’% Xy (0) V By (Fﬁ)
(Xy(0))

Panel A : fETﬁEﬁ fLijAg A

50 60 0.00022354 * -

40 70 0.00060076 2.6875

30 80 0.00066309 2.9663

20 90 0.00066343 2.9678

10 100 0.00066344 2.9679
Panel B : f%"fﬁ‘,laﬁh el > il

10 50 0.00041674 * -

20 60 0.00062710 1.5048

30 70 0.00066058 1.5851

40 80 0.00059526 1.4284

50 90 0.00024669 0.5920

60 100 0.00003634 0.0872

70 110 0.00000262 0.0063

80 120 0.00000012 0.0003

¢ LOMR G FUBRIUSH TG 42.5 7 o VBT 1.75% » Y00 1] BT EP it 1 0.3129 » U 1
PP G 15 0.4381 » i OMR R e V AP S A (G 0.0143 » St Al g b=k 0.62% -
2.7 RS i%"fffﬁd/fg‘rﬁ OMR F 7| |H~ & (X,(0)) ¥ 0.00066344
3 HLET PTG [IRBEES X, (0) I RYAHIR FOBLEE =
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32 BHBPRTA2 FRIALPE

SR E OMR I » 2 Fl Y A= FORLIIF H Sl RIRPRS - P> 40 ) s
(Newton’s method) 52 &3 » & Rt ™ (X (MK) W P (MKy ) i) i
EARF l?fﬁ“ R [RE  Jf 5 EpvRRE = T S IFﬁ Vit O G e I
(MK.) lﬂT? IR o 7] R T AR Vi Fﬁ{, ;rtrﬁﬁwﬂﬁfﬁ?i*ﬁi
(MKy) -

#@ﬁi@ﬁ?ﬂ@=0mﬁvﬁfﬁ%Wp Wi %o+ FHET () W H =580 £1(x,)

fﬁﬁnj(ﬁ);&‘gﬁ;@[fﬁxl TR TRl g X, Bl e f(X ) 0 £ 1F » F A= 1,
Xnyg = X — f,(xn) ° (15)
(%)

ERBIRIORE I?J"Fq LS HEGBEER OMR St 3B 1 8~ T~ Bl X EBIfbE ™
ML Y IEM*‘ R e ,s,ﬁzIL* f(x,)=0.01 Eﬂjumﬁq »Jiﬁi;?ﬁm NHCES
oxX (0)/aK —001E3j‘14¢m« TN K SRS 0 (R I s LMK i
IR = 0K, (0)/0K,, =0.01 s 3 FTel iy Ky 185 i Gn ] A 0 R Igmm L
MK, -

Y ORI 2000 £ 8 £ 1 [ 1% 2004 5 7 F] 31 L1 TagRRIP L] 2 LT
OMR S VT ReHE | 1,024 FF = Siyh 2 il Fy OMR Hi e e S O EiAsRfp » 'U‘J i e s
i TSI - TSRS N R AR 2 Rl RO BRI I AR 2 il R
"’T% LR 2 I OMR OSSRl A U g v OB 4 L IR = hr ] i
OMR 5% PIEFEf 2 Rl 4;&‘[ OMR Fripv] 38~ el 5 o0 47 o FEVE [ Tf]- % 5

BEevRI R Ry 2t il I‘PE?FQZYT?, il » PRBREETE TR TR L A B E) 331 fF F‘
FF1 2 FilHFE OMR FHAIOE Ty FV00 0 IR 2 R el o R ISR R S0l
RS B B AT P - 2 R PR 2 R ] B R FY
FI R OB -

0 H | o B A PRI F R IEVF“ Wv%‘ﬁrulf’gfﬁ LS 331 A ] 47 (A H T s
A R AL T IEVF“ U B L B9t - J; 47 [0 S
P 2 f[a(EJmJ/ia@%mﬁfa WEGRY 51 (i 3 577 ) » PRI
BN N2 ) falgiﬂ[f['igfﬁlﬁiﬂmlq&gj s IV j/ﬁ’gﬁﬁg}’ﬂa[ﬂjgﬁjgtﬁg?ﬁ%#} ISR B PR 5 B
RI=AT (B B B o BT 284 [5ch & WaRT A -

Y FHRIEY R RS SRRk 2RI R L IRORES - 284
et Beplr > 2 Ff’” o U AR B EEREEE) 217 A 0 (5 76.41% o (g
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%3 = i—éJfF][HlfFﬁﬁ_T‘ & Fﬁ#@ﬁﬁﬁa 5| f%?#ﬁr‘ Ing =<~

o i EIF R 15 BrEs 2 WP e
S Eﬁfﬁﬂi 5 Eﬁfﬁ@lﬁ B[ S S &y it
1102 3.97 5.21 1121 458 6.13
1104 1.91 3.69 6.18 2.89 3.64
1210 4.76 8.50 10.21 4.76 5.83
1216 5.71 8.21 10.31 6.75 9.27
1235 10.55 12.53 16.15 10.09 11.66
1313 2.15 471 0.00 2.58 5.02
1402 8.10 10.40 35.27 7.00 10.89
1423 4.34 6.48 0.00 4.80 6.01
1449 13.16 15.79 5.55 8.53 15.71
1477 29.49 37.66 53.65 28.62 33.56
1519 11.27 14.29 20.50 12.77 19.46
1532 6.01 8.69 15.87 6.67 8.64
1538 7.90 11.72 17.78 9.61 13.33
1605 9.00 12.56 16.18 7.89 11.32
1711 7.13 9.41 11.10 4.92 8.94
2006 5.11 6.67 10.66 5.63 6.74
2020 2.49 3.07 6.42 2.77 3.75
2201 10.62 18.38 21.49 11.07 13.19
2301 9.78 16.44 35.10 9.68 24.20
2328 11.78 15.64 19.51 13.70 19.19
2329 16.52 23.70 9.02 11.13 20.64
2330 32.33 36.67 56.61 31.67 40.13
2359 23.12 34.38 19.23 17.85 28.94
2376 33.64 42.24 60.57 34.41 4413
2381 23.59 38.05 11.98 16.69 31.93
2395 28.07 34.53 54.61 31.29 40.79
2409 9.24 15.44 0.00 11.60 15.32
2456 7.82 11.42 16.09 8.59 11.07
2466 6.18 9.82 0.00 7.87 9.55
2472 26.51 39.37 0.00 28.35 36.42
2481 10.63 17.19 22.93 12.36 14.81
2540 7.56 13.90 1.50 9.22 23.06
2812 9.88 11.80 0.00 10.83 13.96
2833 8.82 10.18 0.00 8.01 10.18
2838 3.23 6.35 0.00 4.78 7.35
2886 8.23 11.67 2272 9.54 12.24
2903 2.59 5.45 14.82 4.01 5.08
2908 6.03 9.17 0.00 6.05 8.36
3003 15.28 16.53 30.78 15.42 20.28
3026 17.35 25.95 43.07 20.52 24.95
3028 8.52 12.02 23.00 10.11 24.55
3038 5.01 8.41 16.12 6.70 13.00
3045 20.23 23.84 52.75 20.61 22.81
3046 34.01 55.27 0.00 41.69 107.91
3057 *6.798 36.40 4587 30.54 35.80
6196 25.81 33.35 65.60 24.32 33.62
9940 2.22 2.76 14.67 2.48 3.52
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LR AR L SR A b PSR U R B R S R
Bk IR & 5302 IR BRI AR IR = SR AU = P 1 fl rir{E‘[ f] OMR [ » 7

IR fB R ERS - Haﬁ@fﬁﬁﬁa¢w¢&V¢?ﬁﬂﬁ‘ W
O R RO @PFHEF%w%ﬂﬁ@
et (Ui e 3 TR e B (P e A el (R A EW‘ 7 NEEEERR A > OMR Jr:ﬁf',

TR 14 T B | 0 I 0 B R
%ﬁﬁ‘OMRﬁHI%gwﬁﬂﬁﬁa T OMR FHEF R F 8 Wbt - 57 (i
UG i OMR SR IR 00 A IS e st e e
SEIIIR S ISI > PO 7 1 O BT R O A e e
$if

4.

i)
fid

o

b VBRI ) S5 4 R PR S U OMR BRIV
ﬁ;{@l_‘g ﬂlﬁ%ﬁ JE

CAR(t,,t,) = a+ BF + f,05 + BsCpq + BR* +¢ (16)

CAR(L.Y,) = + BF + B,05 + BiOmq + BR? + sy + Bo sy +€ (17)

(16)=" £ Ikenberry and Vermaelen (1996) 1< J%%TE&F'EJT?F‘W%%WJ » B[ CAR(t,t,) kL
SR Fi OMR Fti (t,t,) ik Eﬁﬁk'ﬁ AP > FAAGERIBIERI S > o BRI R
=EPAE T %IE*%’EZELW FIRIEE il OMR Ff#if] 100 = 2 Fil Jop | A #ETLHJ/ 2R
381 W#‘%F”}i%ﬁﬁ" O i R Fi OMR ] 100 ~FEHUT] 3 HBPFILEIE > & LR -
4 ¥ p=EE kenberry and Vermaelen (1996) ?]JE'Jj BEEIFETY fi EJ&EJW%(?}@??ZFEm )
il A (R?) (=45 RV S T P F'Eﬁ'Fﬁf;’l‘:é\'f (p) ﬁﬁ@%{f’ r
E{ OMR Zf & fji| 100 [ Jf8i=N 12 Iﬁlﬁ iﬂ”'iﬂ SV ER f%?’fﬁﬂ@ﬁjﬂ* H ?ﬁ”'ﬂl['(ﬂ)
m?ﬁ » EHTK B2 Rl PRI S Ky P2 I Ay > S(0) B OMR FH s |
“ﬁ'}':\ﬂa"ﬂ?ff%? °

id/]ﬂ@l'ﬁ[;;fﬂﬂﬁﬁ’f[ OMR 7 % ﬁJ;‘é[’f,E'EUﬁfJ 100 ~ - Iyl T CAR(O)
CAR(0,+2) - CAR(0,+5) - CAR(0,+20) » CAR(0,+40) 1 EdAfi ! ﬁjiﬁﬁ”}” o T ]
i 2 Rl A 2 RSB RRE 5 9T 2 R 2 RIERS IR T [ R ik YRR
E{F ﬁ 'E’.J*Eﬁ;'ﬁ P > JICAR(O) - ;E‘l'f[E‘?'}qz*;E‘l'f % 2 NfY 3 E'Eﬂﬁﬁ"ﬁf'%ﬂ'@*‘ Al
CAR(0,+2) {Ef[ FJ'K {Ef[ [ E 5 U6 Elgﬁﬁgﬁ P FIEW FE F"S‘ J R
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B CAR(O,+5) » 1o iy F U2 i i 20 iy 20 PRI R S > AT F B
i e LY R P CAR(0,+20) - FURE 2 0 e 40 S0 AL FIRIFEL T
B AP P VR iP s CAR(0, +40) -

F 4 pUsh S plpussakst - CAR(0) #9573 0.380% - CAR(0, +2) - #4547 2.887% »

CAR(0,+5) = ir:@ra 4.003% - CAR(0, +20) - i4g+% 8.050% - i CAR(O, +40) 1 14gip+h
12.082% » BHESH I T ﬁwg'ﬂfﬁﬁfﬁ‘ﬁ AT S T V%%“r} PRE T TR
OMR [ » Fji7 | I—]El%fk‘ﬁ P o Al ri“'Eﬁ‘E‘EIF[E'& Nl A = | R u;‘ﬁ% Ty

2l F{fj’ﬁg‘p‘@z o Bt > A ﬁjégﬁrﬂ[ﬂrq&gl P 1541 3.345% » g[‘f]rg‘_ﬂ[plgggfgj T5EY, 15.144
T s %LI’F“'[]F' [fﬂElfJiﬁﬁ' fE1 38 28.669 7o o

Z 5 1(1) %% Ikenberry and Vermaelen (1996) Hi1i1< | # i i JE}F‘F[ VHGERLE] - Q) A

Y I Eﬁﬁﬁjﬁl o i 5t jfuilkenberry and Vermaelen (1996) FykL#A ¥ 4

B RSO TSR]+ 2 R ] BB (e I8 R® 2 CAR(0, +20)
CAR(0, +40) 7 21, 4315 1096 € B0 52 o (1= 41 » 7 OMR FHati iy FrEt R
PSR 3 R =] BB I i A G

'EF]UF‘ LR |§]‘T§H\ s CAR(0) » CAR(0,+40) - T —T;quIE' 4 T i IFH&FW EJJ': 5 6k FH]
Fgffrﬁblﬁ [fil 1 froesds BT B - |Fﬁf<ﬂHbTCAR(O +2) » CAR(0,+5) » CAR(0,+20) -
TEEHE IS 10% N EE BB o L 1) SR Uif FIEF BRI 3 1R
Tﬁ‘ PIEEREEE S o JHEEY *?ﬁ}ﬁ‘fﬁi FURVAERTRL S - oo i ca e | IEW‘F' VLR €7 g‘
s ) BT ’%H&H[ FIF@{@JVE,LF'J[JFJE?N Jaﬂ:j‘jj‘/‘qw 75 S =AY ﬂJ;hFIOMR Eﬁ
FL[ [F [Hl[,g,gf Eﬁ&ug}@«hfj BoELE ﬂg%mjfgﬁ V=g %%ﬁ[f] [Hl NS ﬂF*pFFcl

R4 e

RBE £ s Ik e RYEL
CAR(0) (%) 0.380 0.172 3.044
CAR(0,+2) (%) 2.887 2.424 4.422
CAR(0,+5) (%) 4.003 3.163 7.426
CAR(0,+20) (%) 8.050 6.814 14.270
CAR(0,+40) (%) 12.082 9.155 21.487
F (%) 3.345 2.907 2.241

K. 15.144 10.500 15.883

Ky 28.669 20.000 33,515

S(0) 19.161 13.900 20.963




A5 WEHFHRRIENR

_— o CAR(0) CAR(0,+2) CAR(0,+5) CAR(0,+20) CAR(0,+40)
g ’~,\’
€] (2) @) (2) 1) (2) @ (2) €] (2)
o . 1.875**  1.664*  3.907***  2.075 2.272*  1.932 4.616 3.874 3.870 2.804
- (2.372)  (1.906)  (2.664)  (1.302)  (1.939)  (1.475)  (1.248)  (0.951)  (0.702)  (0.460)
o N -0.321  -0.303 -0.372  -0.364 0.242 0.206 1.023 1.151 3.089*  3.182*
S (-1.372) (-1.287) (-0.856) (-0.843)  (0.696)  (0.591)  (0.932)  (1.045)  (1.887)  (1.933)
o N -0.141  -0.136 0.392 0.128  -0.242  -0.362 -1.689  -1541  -3.746  -3.718
mkt (-0.422) (-0.404)  (0.634)  (0.209) (-0.489) (-0.732) (-1.083) (-0.979) (-1.611) (-1.580)
R2 B -0571  -0.672  -0.084  -0.080 -1.487  -1.315  -8.313** _7.651* —15751** —15.233**
(-0.633) (-0.738) (-0.051) (-0.048) (-1.114) (-0.980) (-1.972) (-1.802) (-2.505) (-2.398)
F L -0.005 0.002  -0.231  -0.288 0.024  -0.024 0.367 0.449 0.344 0.384
(-0.051)  (0.022) (-1.185) (-1.487)  (0.154) (-0.153)  (0.748)  (0.907)  (0.469)  (0.519)
Ky B -0.558 -0.026 -1.441 -2.018 -1.094
S(0) (-0.911) (-0.023) (-1.638) (-1.339) (-0.485)
Ky N 0.209 1.153* 1.073** 4.042* 2.878
S(0) (0.648) (1.954) (2.289) (1.814) (1.581)
Adjusted
R? 0.014 0.017 0.017 0.039 0.022 0.023 0.019 0.026 0.038 0.039
N 284 284 284 284 284 284 284 284 284 284
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fli Ff_?ﬁﬂf i "TFJ&E[’F“'[ OMR Ffah » 8 pl IRl 30 (R =iy B i 2
R 2RI P EVRL S Al RS R A e e AR B THFF
ﬂJIT‘ P HkLNEL 2 i {E‘l OMR F i IEFTVFS‘ Ff“@ﬁ Clle t‘?ﬁ'lf[, il qu;ﬂ@l%ﬁ, Pt e
- J%?:LE&‘FJEF‘EJ ﬁﬁ*‘wﬁ%' A IEVF‘H IR @*E?“ﬁ"" [uEERE =1 o SPE
IEEC RN {E‘[ OMR Jr%iﬁﬁﬁ“ﬁir] A[FTBh T IEF‘FUE*H SRR ) R

]:F [l 2 g E’H&

F R B A PR E Uﬂiﬁﬁﬁ;ﬂﬂ‘f‘@a (OMR #EIE‘IFIE'%IE 0.6 ff=
2.5 I%ﬁ) IR rIJEIHF“FF’?’Ff‘EﬁFJJL”JF*&‘KW?% Uji”% 6- |K.— MK, ti“qu'B%;hHF”
I USRS R A PG BRI > Ky — MK | 530 T filt [f}’f;e‘[ £ AV HE I
o Jeb Sl B [t S BRAOSR S o A 6 A ﬁmz-%lgh [P Ejﬁ‘ IR EES ] B
CAR(0,+2) - CAR(0,+5) » CAR(0,+20) rj%ﬁ% 7J</* 10% * BB AR [IRHET - S TRRLTY
AR i UIEF‘ FH@‘%#% Uﬁﬁ;l?ﬁr& RGBT ﬁ%’?”éft‘?%ﬁ il PJ%'FEP%?-

B%IFJTF“ PEHEESA | iiJﬁ%CAR(O +2) TREIEIE 10% N RV Ej%l?  URERLEEE,

E'HQFJEPIFI UIEF‘* Bﬂ@‘%#% ﬂiiﬁﬁu%‘fr&* AN ﬁ%’?f%fﬁ?%'%tur [P N e

iTP FIHET”%‘TWW‘ Ballilt fﬂigﬂif* oz g -

%6 BRHE HIEE R
W@  p# CAR(0) CAR(0,+2) CAR(0,+5) CAR(0,+20) CAR(0,+40)

o +/—  1.854** 2257 2.247 5.413 4.197
(2.215)  (1.481) (1.058) (1.381) (0.717)
o +  -0313  -0.400 0.218 1.132 3.175%
(-1.337)  (-0.937) (0.366) (1.032) (1.938)
” + -0.202 0.456 ~0.065 ~1.890 4.095%
(-0.606)  (0.751) (~0.077) (-1.210) (1.756)
R — 0674 0.805 ~0.548 8.208* 15.251%*
(-0.745)  (0.489) (~0.238) (1.938) (2.411)
F +  -0008  -0.178 0.087 0.370 0.331
(-0.080)  (-0.932) (0.327) (0.755) (0.452)
K —MK,| — 0021 0374 3968 —2.911 -0.288
— (-0.298)  (-2.876) (-1.546) (-0.615) (-0.578)
L
Ky -MK,| — 0636  -3716% ~0.317* ~0.461* -1.189
— (-0.629)  (-2.018) (-1.750) (-1.780) (-0.168)
U
Adjusted R’ -0.001 0.032 0.002 0.006 0.019
N 284 284 284 284 284
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Margrabe (1978) ?ci‘;?'ﬁi%%?%@ﬁ?ﬂfﬂ PR T Y S ) YR VAR - )
Ikenberry and Vermaelen (1996) #; ,L ¥ ;h i OMR 1 > 5&*{\}]1»?” Nt %@[ﬂ&llqggwgfﬁ,pa
AR T AR IR LR T ﬁi?fl}ﬁﬂ'*‘ P D BLE RV AES. - [NIF= Ikenberry
and Vermaelen (1996) #[|*'] Margrabe (1978) jt&igit = “'%%” n ?“3“ iﬂ?;‘g‘[’fl OMR &f vy
(e A T 2 Fil s Fi OMR rEh > SR 1 OMR S T Bl IEVF“J B OMR
=T Al » F'ﬁ{&h i OMR Jrgr',J/JEﬁﬁ o fH Ikenberry and Vermaelen (1996) ?@El"/:g‘[’f,

OMR 3t 78 1.7 Sl RS VR 2 2 W i 'WVHﬁ[ﬁ“}FﬁW
AR o 2 R OB F 2 RiB RIS F1 0y OMR n,ymﬁ e R il

= Pl G (AT ] - SR ATRTE ) OMR #g:aﬁ V5 .

Beio3#7e = il - 50— - f Bﬁ&F s £ ISHEEE SR > OMR FHHR R F 1145 T
& ¥ OMR ;Eh»f- l%i%?éuf#”?fﬁﬁar H] [ OMR FH 3Ly F'Eﬂ B i > 5T 0 0
FUFFECF OMR GRS R s U i IR (0 1 R e B R0 Ry
fi BCIIR

B AT S W BT PRl OMRFE SR AR B g
By AERE = _FIJ;EL['F';] OMR [V % » F{,lt ARL T El'f[lﬁiﬂ[fﬂpfji%ﬁ& L RN
FILE ) OMR 3t IS 455 * I RIS 0= L 2 BRI
Tf‘ﬂl{n AR FESL A7) s il J?F*Wﬁp I PP S RS T iy £ I 7 OMR S}
B f] Bl Bh ] E?’F‘ri%ﬁ%* <Y, 10O [REE B - | M[Hi [ £ OMR & F1f » T
I R BRI I/EE»&F IfFHEs - 25 3 2 PR 7 O A HS;L{;_?}%# R L
1B il B 0 10% ™ RIEHF Y » A £ Jrgm/% E’H& UL [jg—‘Elﬁ:f[;Fﬂ

HiSE A : ERIENS DB EER S

PR R F U R i - BB Wbl Y 2 4T

WY(T):{SVU)_SS(T)’ if Sy(T)>Ss(T), K. <S,(T)<Ky (A1)
0, 0.W.
9| Martingale 7 - Py 7
W, (0)= EQ [e_ﬂ (Sy (T)-Ss (T))l{sv (T)>Ss (T).K( <Sy (T)<KU}:|
(A2)

_ A ITEQ —IIT=Q ’
=eE [SV(r)l{s\/(T)>SS(T)vKL<SV(T)<KU}:|_e E |:SS(r)l{sv(T)>SS(T)vKL<SV(T)<KU}:|

3 J2
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e "TEQ e TEQ
3 =€ TE[Sy (M), (ryos6 (ryke <sy M<ico) | ¥ 3 E2[[Ss (M), (rysss (i <5y (My<ko | * Bl

Jy = e "E® [SV (T)l{sv (T)>Ss (T).KL<Sy (T)<Ky }]

1,
—ZoyT+oyAB,(T)
=S(0)E°|le 2’ 1 L ; (A.3)
oy AB, (T)ffo'\fTJrEasszpcrsABz(T)f 1-p? 55 AB4(T)>0,
K. 1 Ky 1,
|”%*("*Effv ]T <oy AB, (T)<In%—(r—go—v )T

HI#] Girsanov 2R SE(A3)ZUFNQ I EE = RAIE
AB}(T)=AB,(T) -0, T -

[ (A3 HI

oy (ABE(T)+GVT)—%JV2T + ;GST pos (ABF(T)+ 0, T)

J; =S(0)PR| —\/1— p? 5 AB,(T) >0,

K, 1 Ky 1,
r—-—oy |T ABR(T r-—oy (T
"50) ( 2““) < @B DraD<ing e ( 2‘7“) |
=S(0)P* (-2, <d;,dy, <-Z, <dy)
:S(O)[Nz(dl’dnip*)_Nz(dlvdm;P*)] ’ (A4)
1\/ SK(O) (r+2 ZJT SK(O) (rJr2 ZJT
d, ==\/(c? -2poo, +02)T > d., = L vl = u )
175 s —4pP0s0y v L U\,ﬁ U O-vﬁ
H1Z, ~N(0,(cs - 2posoy, +0)T) » Z, ~N(0,60T) - I
» —Cor(2,.2,)= Cov(Z,,2,) : oy — PO :
07,9z, \/O'S —2pogoy +0oy

o 1TEQ
3, =€ TE?[ S5 (T)Ls, (r)os i<y (T)<ky ) ]
1

%p 2T +posAB, (T )++/1-p? o5 AB, (T)— o‘ST+2pza§T
e

=S(0)E?|1 , A5
( ) aVABZ(T)ia&n;agT po‘SABz(T) 1-p? 65 ABy (T)>0, (A5)
KL

1 1,
|”%*("*Effv ]T <oy AB, (T)<In 5 (0) (r—io—v )T

#|7] Girsanov 2! K (A5)=0 1 Q Y g RIS - s AB, (T) 3% fifis



Eﬁf'rﬂi?fﬁ%* I FJFJﬂJﬁE,[]&EJFFiMﬂ';'/[? i1 TR ] 273

ABX(T)=AB,(T) - posT »
FI(A5)=" £

P 0B, (T) S0 (- p)T
e

oy (ABE(T)+paST)iaV2T+1a§T —pos (ABR (T )+pogT)—/1- pzasABg(T)>0,}

K 1 1
In—L- (r—Eo-VJT«rV(ABZ (T)+po‘sT)<|nS(L6) (FE VZjT

=S(0)ER 1{

S(0)

Lot a-ptyT i pPosaBy (1)

1 1
(o —pog)ABR (T)+(posay —50\3 +EO-SZ —p?62)T—\[1-p? 55 AB, (T )>0,

K 1 Ky 1
In—L | r—=0¢ +posoy [T<oyABR(T)<In—Y—| r—=63 +posoy [T
S(O)(ZVPSV) wABF (T) S(O)[ZV'DSVJ

} ’ (A.6)

= S(0)ER 1|

P ABy (T) s e
ABE(T) = AB,(T) ~1- pPor T -
i _ _
R 1, 1, 5
(ov — pos)AB; (r)"‘(po'sav _EGV +Eo's —P O jT

3,=S(0)PR| - 1—pzas(AB§(T)+ 1—,020'ST)>0,

K 1 1
_lns((l'))—(r—ZO'v-i-pO'SO'va <oy, ABf(T) < S(O) (r—Ea\erpO'SO'VjT_
=S(0)P*(-Z, <d,,d,, <-Z,<d,,)
:S(O)[Nz(dzvdzL;P*)—Nz(dzidzuip*)J ’ (A7)
1 Ins(0)+(r—;o*\f+pasava
d, =—=+/(62 -2poso, +a)T =—d, > d, = L ’
2 2\/( s —2posoy +oy) 1 Uy O'Vﬁ
_In SK(S)+(r—;O'\f+pGSGVJT |

d,, =
2u O'vﬁ

HHIZ, ~N(0, (62 -2poso, +02)T) » Z,~N(0,62T) - Il

Cov(Z;,2)) _ Oy — POs

2 2
02,9z, \/GS —2pogo, +0y

p =Cor(Z;,Z))=



’F'

274 i

V=

b1tz B : ERERSTHEREZEEETEZIEEES

ERILCERNE s )

Wy (0) _ 5(0 )|:6N2(d1!d1L;p*)_aNZ(d21d2L;p*):|
oK,

oK, ) oK, . (B.1)
_ S(0) | ON,(d,,dy;0) ONy(dy,dy;p)
K oy VT ad,, ad,,
i
N, (dy,dy i p) 0 phphe 1 { 1
= — exp - 2pZZ +Z5)|dzZ,dZ
ady, ady, 'L”le 271\1-p* 2(1-p 2)( ) o
Ay 1 ,M
e 2| —————e 27 gz
szmll—p*z ?
&Jyz(zz p?ll-) ) dy:dz—2 » dz, _dyJ]__p*Z " o<y <L —pdy s
1-p* J1-p™ 1-p°
. F df di- “dy :
5N2(d1,d1|_1p ) :e_TJ. 1_Pp*2 1 e_dey 1_p 2
ady, e 27\ 1- p”?
: ; @2
5 _di-pldy 2 — *
:e 2 1172 e%dy:e 2 N dl pdlL
N2 - N2 \N2r \/1_,0*2
i
ON,(d,.dy50°) _e’? N d-pd, |, (B.3)
ady, N2z 1-p*

H(B.2)~ (B3t (B

oW, (0) _ S(0) | ONy(d,.dy;p0) _ N, (dy.dy ;00)
K, KooyJT od,, ody,

’ (B.4)
di * dil *
_ S(0) e 2N d,—pdy _e 2N d-pd,
KLoy T2z J1-p7 1-p*

+ Y F1(10)FC g



B IR~ 2 ] R o VT i 2 B 275

oW, (0)
oK,

_ S(O)|:6N2(d2yd2u p) ady, AN (dy, dy ") dyy }

od oK od oK
2u . u * u . u * ) (B.5)
_ S(0) e’lTUN d—pdy —ei%N d, —pdy
KU Oy \/-FV 2 1ll—p*2 1—p*2

LERK

Bajaj, M. and Vijh, A. M., “Dividend Clienteles and the Information Content of Dividend Changes,”
Journal of Financial Economics, Vol. 26, 1990, pp. 193-219.

Brau, J. C. and Holmes, A., “Why Do REITs Repurchase Stock? Extricating the Effect of Managerial
Signaling in Open Market Share Repurchase Announcements,” Journal of Real Estate Research,
\ol. 28, No. 1, 2006, pp. 1-24.

Brennan, M. J. and Thakor, A. V., “Shareholder Preferences and Dividend Policy,” The Journal of
Finance, Vol. 45, No. 4, 1990, pp. 993-1018.

Denis, D. J., Denis, D. K., and Sarin, A., “The Information Content of Dividend Changes: Cash Flow
Signaling, Overinvestment, and Dividend Clienteles,” Journal of Financial and Quantitative
Analysis, Vol. 29, 1994, pp. 567-587.

Dittmar, A. K., “Why Do Firms Repurchase Stock?” Journal of Business, Vol. 73, No. 3, 2000, pp.
331-355.

Ginglinger, E. and L'Her, J., “Ownership Structure and Open Market Stock Repurchases in France,”
European Journal of Finance, Vol. 12, No. 1, 2006, pp. 77-94.

Grullon, G. and Michaely, R., “The Information Content of Share Repurchase Programs,” working
paper, Cornell University, 2000.

Grullon, G., “Share Repurchase Programs, Signaling and the Agency Cost of Free Cash Flows,”
unpublished paper presented at AFA Annual Meetings, New York , 1999.

Healy, P. and Palepu, K., “The Effect of Firms’ Financial Disclosure Strategies on Stock Prices,”
Accounting Horizons, Vol. 7, No. 1, 1993, pp. 1-11.

Ikenberry, D. L. and Vermaelen, T., “The Option to Repurchase Stock,” Financial Management, Vol.
25, No. 4, 1996, pp. 9-24.

Ikenberry, D. L., Lakonishod, J., and Vermaelen, T., “Market Underreaction to Open Market Share
Repurchases,” Journal of Financial Economics, Vol. 39, 1995, pp. 181-208.

Ikenberry, D. L., Lakonishod, J., and Vermaelen, T., “Stock Repurchases in Canada: Performance and



276 JEE AR

Strategic Trading,” The Journal of Finance, Vol. 55, No. 5, 2000, pp. 2373-2397.
Jagannathan, M., Stephens, C., and Weisbach, M., “Financial Flexibility and the Choice between
Dividends and Stock Repurchases,” Journal of Financial Economics, Vol. 57, 2000, pp. 355-384.
Kaplan, S. N, and Reishus, D., “Outside Directorships and Corporate Performance,” Journal of
Financial Economics, Vol. 27, 1990, pp. 389-410.

Lang, L. H. P. and Litzenberger, R. H., “Dividend Announcements: Cash Flow Signalling vs Free
Cash Flow Hypothesis?” Journal of Financial Economics, Vol. 24, 1989, pp. 181-191.

Li, K. and McNally, “The Decision to Repurchase, Announcement Returns and Insider Holdings: A
Conditional Event Study,” Journal of Applied Finance, Vol. 9, No. 6, 2003, pp. 55-70.

Liljeblom, E. and Pasternack, D., “Share Repurchases, Dividends and Executive Options: the Effect of
Dividend Protection,” European Financial Management, VVol. 12, No. 1, 2006, pp.7-28.

Lintner, J., “Distribution of Incomes of Corporations among Dividends, Retained Earnings, And
Taxes,” American Economic Review, Vol. 46, No. 2, 1956, pp. 97-113.

Margrabe, W., “The Value of an Option to Exchange One Asset for Another,” Journal of Finance, Vol.
33, No. 1, 1978, pp. 177-186.

Miller, M. and Rock, K., “Dividend Policy under Asymmetric Information,” Journal of Finance, \ol.
40, No. 4, 1985, pp. 1031-1051

Oded, J., “Why Do Firms Announce Open-Market Repurchase Programs” The Review of Financial
Studies, Vol. 18, No 1, 2005, pp. 271-300

Oswald, D. R, and Young, S., “What Role Taxes and Regulation? A Second Look at Open Market
Share Buyback Activity in the UK,” Journal of Business Finance and Accounting, Vol. 31, No. 1-2,
2004, pp. 257-292

Pugh, W. and Jahera, J. S., “Stock Repurchases and Excess Returns: An Empirical Examination?” The
Financial Review, Vol. 25, No. 1, 1990, pp. 127-142.

Stephens, C. P. and Weisbach, M. S., “Actual Share Reacquitions in Open-Market Repurchase
Programs,” Journal of Finance, Vol. 53, 1998, pp. 313-333.





