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The Stock Price Reaction to Executive Deaths

Advisor : Dr.Yu-Hsuan Chung
Graduate Student name : Da-Cheng Cheng
Graduate Student number : G03430105

Abstract

This study investigates stock price reactions to executive deaths in Taiwan
from 2003 to 2016. Using three top manager characteristics, including (1)
position, (2) tenure, and (3) industry, to examine the stock price reaction on
executive deaths. This paper finds that abnormal stock price changes are
negative associated with the positions of president, chairman or general
manager deaths. Although, individually, top managers' long tenure or in a
high-tech firm are positive correlate with the stock price reaction to executive
deaths, the reaction is negative if the president’s tenure exceeds 16 years or in a
high-tech firm.

Keywords: Executive deaths, Manager characteristics, Stock price reaction.
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B T i iE 4
2003 & 1 2016 & 4oLz id 72
AN N -3 LA -5
S E R AL 67

L 32 HALER

B Fic o
2003 4 5.97
2004 4 5.97
2005 1 1.49
2006 6 8.96
2007 3 4.48
2008 6 8.96
2009 3 4.48
2010 1 1.49
2011 1 1.49
2012 3 4.48
2013 2 2.99
2014 8 11.94
2015 8 11.94
2016 17 25.37
&3t 67 100

25



1 33 A ALY

2 ¥ i o
kP ¥ 6 8.96
H 5 7.46
Hi g 3% 1 1.49
L ¥ 3 4.48
Loy 1 1.49
G B 4 5.97
v AR AR 1 1.49
ki1 % 3 4.48
I 2 2.99
FHEFRE 4 5.97
5 G 5 7.46
uF ¥ 5 7.46
Lk ¥ 1 1.49
TR £ 1 1.49
TR S 2 2.99
RN 1 1.49
EpiFa 4 5.97
sk ¥ 4 5.97
R4 1 1.49
T s R 7 10.45
ThEFFAAE 4 5.97
ERA 2 2.99
. 67 100
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% 34y Az TR F R

Day # A~ T35R § IR
-10 67 0.1528
-9 67 0.2876
-8 67 0.2798
-7 67 0.0224
-6 67 -0.7683
-5 67 -0.1812
-4 67 0.1770
-3 67 0.2082
-2 67 0.5527
-1 67 0.4011
0 67 -0.1637
1 67 0.2717
2 67 0.5925
3 67 -0.4211
4 67 0.0809
5 67 -0.3516
6 67 -0.3237
7 67 -0.4817
38 67 0.1405
9 67 -0.1684

=
o

67 0.3568
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CAR;, = ay + By PRE;, + B, MAN;, + B3SIZE;, + BLEV, + BsROA;,
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He >
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B ak ¥ 58 (Worrell et al, 1986 ; Etebari etal, 1987 ) > 27 3 4= * ¥ 247 7 2
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41 G 2 B PEEIRFER TR & ¥ et M3t £ &t 1l 47 - Panel
AG 2B ADiE R B B TR R A A P R
r % (CAR )z T ¥agc s 0.28295H ¢ i+ 4k % -0.2107¢ %ﬁﬁ iﬂflﬁh %3 (PRE)
¥ 9 R A 53.73% - g 'ﬁﬁﬂcx*"@}ﬁi—m A RAGIE (MAN) & 5 i 5
Wik 4328% e F 0 p k2 @Y (TENURE) > T iage k21 597 E I |
v 8 16 & Mﬂw i :tzh.:pu&@ 16 # 2 gy X ﬁﬁéﬁi ES |3 iﬂf o &
Av PR £ % léﬁf%@'ﬁﬂk 26.87% - ,j_#oﬁt $H 5o 2HE A
o P ARHC(SIZE )E 328 5 16.3577(1F- 4 £=1.9954) = & ek i} % & v+ (BtoM )
Z 4 7@ 4 4% 3k (EXEOWNER) L 5 #ic 2 ] & 1.6326% (1L & % =1.4041) &=
1.0309( 4 £ =2.1480) « > #itk A T & € L H- (BSIZE) T35+ #c i 8.3731
A (R £=26562) Vb ip M BIE AP R AR F F R iR
T B AT OSSR ] o Ra > B AP § Fo 5 (LEV)-
FAHMF (ROA)Z 2 7 2K & (GROWTH ) 2 T 3o i %] 5 47.0269%(1%
® ¥ =18.4357) ~ 4.2725% (1% & % =8.0842)£7 6.5891%(1% & % =27.0583) 5 &7 77
TR RO R Ry o

% 4-1 Panel B 5 it o £ H3e ¥ B 5 £ 2 WPy R
: FEE s ‘néq‘;\l?xtif—’r/,}#ﬁr;bﬁ{,%\:‘%ﬁ%;ﬁ}gﬁ.ﬁﬂﬁ AT Nk S
EE-FEHPZAFEAEPRE (B F §§%£§+£12?1£
Hoh 17.2602>3+ 4 5 @42 o @ T3k 15 5612)o bpe ] B BehIR A O

4K (SIZE)- ¢ 'P ek (LEV) 2 ¥ % € 4 (BSIZE) % fsg&i’! !
oY ey g R A AR 2P H 07 R (SIZE) et (e
FRPEFTEARGM2 2P Tbgcd 17.2602>41 K F R4t o7 Tk
1655612) ~ f v (LEV) #a® (#e F 2 $F L2505 2 27 Tk
5 52.7007>4w ¥ 5 A2 o 7 Lok 42.4964) 0 F ¥ § H (BSIZE)

F“
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ok (e FAEFESRGm2 2P T0%: 9069054 ¥ 2 2
P T gk 7.9444) o

# 4-1 Panel C 5 :i&— o &4 20 £ X2 'zﬁﬂ%’z" EA R IR g
# f:ﬁpfi(’%laﬁ)ﬁw»ﬁ BBHH A T EE (| E16#)

BEG 34 BHEA A BT OP RN (SIZE) R#E "‘;;ﬂi @ﬁﬁ—‘“niﬁP
5‘5}17 J/f\-—#‘ \ﬂ%ﬁ—ﬁ*“ (vﬂiﬂ'—‘lj— 'IﬁFW'Ff }ﬂli:’ﬁ;tm 170061>'*5§—'H—
Hp f-_;ﬂff o L 32#c 15.7283) -

% 4-1 Panel D :it- & 4se K orn ¥ RHF 5D 7 24 KA
BEEAERPHESTREAITRS BARH P RE G 18 B4 o 2
BB AT REF SO BHA &7 A7 LK F (GROWTH )~ 2 241
B0 (SIZE )~ aij i ot (BtoM) #2552 & 5 (EXEOWNER ) % % #icf #
XPBFRAPHAT cH A E RS ERF PR T 2P AL
(GROWTH ) i~ (3t & &7 5 #1362 P T 1945 18, 9933>%ﬁt‘1ﬂ' X 2
F2LL B E D P T oMk 20324) 0 & PAHE (SIZE) gk (Hpe K - ﬂ 4
P4 PP lich 16.9055> ¥ & @ 2L g 7 0 k15, 7131)~ Ui
Z i (BtoM) # 3 (3pe JF‘]‘ SE ST ki 1.9564>4 ¢ Jﬂ" & F
PEL 2 P il 1,0976) g2 a® A i (EXEOWNER ) i+ (# ¥
FAPES P lh 046554 & 2 AL E X 7P 2 40.05) -
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% 41 kpp et g

Panel A:EE R84 A& 2_ 4t M izt & &2 47

S A Tt ¢ A 25 F 4 =¥ 75 F 4 ik
CAR 67 0.2829 -0.2107 4.5260 -2.1553 1.6269
PRE 67 0.5373 1.0000 0.5024 0.0000 1.0000
MAN 67 0.4328 0.0000 0.4992 0.0000 1.0000
TENURE 67 215970  16.0000  15.8622  9.0000 35.0000
TECHFIRM 67 0.2687 0.0000 0.4466 0.0000 1.0000
SIZE 67 16.3577 159715  1.9954 15.1389  17.3124
LEV 67 470269  44.6900 184357  32.9600  59.9100
ROA 67 4.2725 3.0700 8.0842 -0.4100 10.1900
GROWTH 67 6.5891 2.5700 27.0583  -10.7900  13.6900
BtoM 67 1.6326 1.1793 1.4041 0.7619 2.0036
BSIZE 67 8.3731 8.0000 2.6562 7.0000 9.0000
EXEOWNER 67 1.0309 0.1100 2.1480 0.0100 0.6800
Panel B: &+ ﬁ%‘:fﬁ AofRAZTEE S WEEs HRE LI

e FLEF RSN

F®2 F¥
n=36 n=29 i3

R S BELE
%k =t S s S Lokl 28 T $oidk L 3 i 2 T c
CAR -0.7863 -0.7481 3.3407 1.3522 0.0210 5.4748 -2.1385*  -0.7691
TENURE 18.9444 14.0000 14.2286 25.0345 20.0000 17.6988 -6.0901 -6.0000
TECHFIRM 0.2222 0.0000 0.4216 0.2759 0.0000 0.4549 -0.0537 0.0000
SIZE 15.5612 15.6030 1.4856 17.2602 17.1377 2.2034 -1.6990*** -1.5347***
LEV 42.4964 42.5850 17.2237 52.7607 51.4900 19.2264 -10.2643** -8.9050***
ROA 4.3028 3.2300 8.5386 3.8914 2.2800 7.8018 0.4114 0.9500
GROWTH 5.7647 2.2150 29.0501 7.6962 3.0600 25.8155 -1.9315 -0.8450
BtoM 1.6755 1.2110 1.4980 1.5605 1.1525 1.3455 0.1150 0.0585
BSIZE 7.9444 7.5000 2.5740 9.0690 9.0000 2.6717 -1.1246*  -1.5000

EXEOWNER 0.9753 0.1050 2.3573 0.8817 0.0600 1.7748 0.0936 0.0450

Panel C: 3+ —'ﬂ'z FHpz H$E L7

T H>16 = <16
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n=33 n=34 2

ERE S B T

R Tiog ¢k HRFL Tiogk Yok FRA T Z
CAR 0.6315 -0.4194 4.8431 -0.0554 0.1690 4.2409 0.6869 -0.5884
PRE 0.4545 0.0000 0.5056 0.6176 1.0000 0.4933 -0.1631 -1.0000
MAN 0.5152 1.0000 0.5075 0.3529 0.0000 0.4851 0.1623 1.0000
TECHFIRM  0.3030 0.0000 0.4667 0.2353 0.0000 0.4306 0.0677 0.0000
SIZE 17.0061 16.6873 1.7192 15.7283 15.3911 2.0661 1.2778*** 1.2962***
LEV 48.5633 48.3500 16.3167 45.5356 44.0350 20.4190 3.0277 4.3150
ROA 5.3055 3.0700 8.5346 3.2700 2.6700 7.6140 2.0355 0.4000
GROWTH 10.9721 3.0600 29.0007 2.3350 1.9900 24.7163 8.6371 1.0700
BtoM 1.6551 1.1136 1.5377 1.6108 1.3269 1.2842 0.0443 -0.2133
BSIZE 8.7879 9.0000 3.0696 7.9706 7.5000 2.1530 0.8173 1.5000

EXEOWNER 0.8091 0.1500 1.7957 1.2462 0.1050 2.4504 -0.4371 0.0450

Panel D: & ¥ “rfh A ¥ 2 8 & 4147

B AF PP
n=18 n=49 ey
EE 2 BN

%k =t S ¢ okl T 3ok ERLE 3 i S T c
CAR 0.9859 -1.3946 6.5547 0.0246 0.0210 3.5632 0.9613 -1.4156
PRE 0.4444 0.0000 0.5113 0.5714 1.0000 0.5000 -0.1270 -1.0000
MAN 0.4444 0.0000 0.5113 0.4286 0.0000 0.5000 0.0158 0.0000
TENURE 19.8333 18.0000 14.4558 22.2449 16.0000 16.4425 -2.4116 2.0000
SIZE 16.8214 16.9055 1.6367 16.1873 15.7131 2.1014 0.6341 1.1924*
LEV 48.5600 47.2650 15.5690 46.4637 43.8700 19.5007 2.0963 3.3950
ROA 6.0039 7.0550 8.7367 3.6365 2.8600 7.8289 2.3674 4.1950
GROWTH 18.9933 2.0450 35.9970 2.0324 3.0600 21.6539 16.9609** -1.0150
BtoM 2.4353 1.9564 1.6916 1.3377 0.9973 1.1692 1.0976 0.9591***
BSIZE 7.8333 7.0000 2.4314 8.5714 9.0000 2.7310 -0.7381 -2.0000

EXEOWNER  1.5956 0.4650 2.3145 0.8235 0.0500 2.0697 0.7721 0.415***

1T 2 77 e 25 AR TP F E ¥ FF 2P0 w4 10% - 5%% 1% 88 ¥ -
2.% ¢

CAR:i =@ t#hp2 Afd ¥

PRE:i=2& t@hape ¥2888 %31 - 2u 300

MAN i@ thde ¥ 28380 gmy 51 B 00
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AR g AR AR AL (7 Poarson A9 ML A T ST RE 0 A

Mo AR ¥ WPCAR)HES e 2 § FPRE)EMBEF f v M 2 HEF

EaRgmapy s f¥ (MAN) RREFDI v M the p QBT 2 4p GH3
FAZHE 0.8 T & XM OR R o AN AP M 5] 2 050 AT B
¥HE G b2y g A Mo e F AR S (ROA E S 2 @t (BtoM )
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AP B Rl

CAR TRE AN TENURE PRETIEN MANTIEN ILCHEIRM PRETIECTVANTIECH - SIZE LT RO1 GROWTH . Lol BolZL CXEOWNER
“TAR T.000
PRE 20256 1.000
-0.036
MAN 0.208* -0.941**%* 1,000
-0.091 0.000
TENURE ~ 0.186 -0.182 0.191 1.000
-0.131 -0.141 0.122
PRE*TEN -0.115 0.498%** () 469%** () 405%** 1.000
-0.354 0.000 0.000 -0.001
MAN*TEN 0.194 J0.628%%%  QEETHEF  0.581FFF  _0313%%* 1000
-0.117 0.000 0.000 0.000 -0.010
TECHFIRA 0.095 -0.113 0.014 -0.068 -0.002 0.033 1.000
-0.445 -0.363 -0.909 -0.585 -0.985 -0.788
PRE*TECE -0.184 0.342%%%  _0.322%%* _(.140 0.244%%  L0215%  0.608%**  1.000
-0.136 -0.005 -0.008 -0.260 -0.047 -0.081 0.000
MAN*TECI 0.237%  -0.397%%% (.422%** 0,059 20.198 0.314%+*  (.608*%** -0.136 1.000
-0.053 -0.001 0.000 -0.635 -0.109 -0.010 0.000 -0.274
SIZE 0236% 0433+ (398FFF  (337FFF 0142 0.483%F  (.142 -0.083 0.219* 1.000
-0.054 0.000 -0.001 -0.005 -0.253 0.000 -0.252 -0.505 -0.075
LEV 0.253%*  0267**  0.274**  0.075 -0.161 0.253**  0.051 -0.053 0.130 0.443%%% 1,000
-0.039 -0.029 -0.025 -0.546 -0.194 -0.039 -0.683 0.672 -0.294 0.000
ROA -0.063 0.004 -0.041 0.036 0.115 0.020 0.131 0.177 -0.056 -0.035 -0.385*%** 1,000
-0.612 -0.974 -0.739 -0.775 -0.356 -0.871 -0.291 -0.152 -0.655 -0.777 -0.001
GROWTH 0.169 -0.033 0.036 0.076 0.018 0.176 0.280%*  0.157 0230%  0.128 -0.131 0.483*** 1,000
0.172 -0.790 0772 -0.543 -0.882 0.155 -0.022 -0.205 -0.061 -0.303 0.291 0.000
BtoM -0.173 0.033 -0.045 -0.056 0.073 -0.046 0.349%*%* () 338*%** (121 -0.117 -(0.258%* 0.639%*% () 432%** 1.000
0,161 -0.790 0717 -0.655 -0.557 0713 -0.004 -0.005 -0.328 -0.345 -0.035 0.000 0.000
BSIZE ~ 0286**  -0.175 0231%  0347%%%  .0.062 0282%%  .0.124 -0.052 -0.035 0.473%%%  0333%%% 0187 0.103 0.077 1.000
-0.019 -0.156 -0.060 -0.004 -0.616 -0.021 -0.317 -0.675 -0.781 0.000 -0.006 -0.129 -0.408 -0.536
EXEOWNE -0.081 -0.028 -0.061 -0.187 -0.084 -0.100 0.161 0.028 0.055 -0.118 -0.159 0.441%%% () 483*%%*% () 322%%* (), 144 1.000
0516  -0.821 -0.623 0129 -0.501 -0.420 -0.194 -0.821 -0.660 -0.341 -0.198 0.000 0.000 0008 -0.244
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243 FEBH IR EREY R HEEORG F &
Panel A OLS Model
s e Dependent variable= CAR
PR TR ti p i
PRE ? -8.0836*** -3.2272 0.0021
MAN ? -6.3934** -2.5592 0.0132
SIZE + -0.529 -1.2711 0.2089
LEV + 0.0599 1.3498 0.1824
ROA - 0.099 1.1752 0.2448
GROWTH + 0.0627* 1.8416 0.0707
BtoM - -1.0036*** -2.7005 0.0091
BSIZE + 0.4312** 2.211 0.0311
EXEOWNER +/- -0.5477 -1.4158 0.1623
_cons 10.9840 1.6601 0.1024
# A #ic 67
Adj. R-square 0.1773
FiE 2.7551***
Panel B Bootstrap Model
, A AN Dependent variable= CAR
A% #c T 2P (5L - E 2 0 i
PRE - -8.0836** -2.4557 0.0141
MAN - -6.3934** -1.9883 0.0468
SIZE + -0.529 -1.4402 0.1498
LEV + 0.0599* 1.7647 0.0776
ROA - 0.099 1.0475 0.2949
GROWTH + 0.0627 1.6409 0.1008
BtoM - -1.0036** -2.3102 0.0209
BSIZE + 0.4312** 2.402 0.0163
EXEOWNER +/- -0.5477 -1.041 0.2979
_cons 10.9840 1.5033 0.1328
A 67
Adj. R-square 0.1773
Wald & 2.7551***

L) T FRE 2 ER R 5 R R U s B4 T 106 - 5% 10%:187

FoRoE o
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A4 EERHEREBARY FEDHELARNFEFR

Panel A OLS Model
e e Dependent variable= CAR
PRE TR L e t i p i
TENURE ? 0.1088* 1.9487 0.0563
PRE*TEN ? -3.703** -2.3637 0.0216
MAN*TEN ? -2.9578 -1.5358 0.1302
SIZE + -0.2214 -0.4704 0.6399
LEV + 0.066 1.3406 0.1855
ROA - 0.1 1.2963 0.2002
GROWTH  + 0.0591* 1.7659 0.0829
BtoM - -0.9116*** -2.7869 0.0073
BSIZE + 0.2026 0.9757 0.3334
EXEOWNER +/- -0.372 -1.1143 0.2699

_cons -0.6120 -0.0956 0.9242
A #ic 67
Adj. R-square 0.1199
F i 2.4258**
Panel B Bootstrap Model
- TR Dependent variable:uCAR B

% #ic Z B p iE

TENURE ? 0.1088* 1.8375 0.0661
PRE*TEN ? -3.703* -1.9183 0.0551
MAN*TEN ? -2.9578 -1.4019 0.1609
SIZE + -0.2214 -0.4828 0.6292
LEV + 0.066 1.389 0.1648
ROA - 0.1 1.1382 0.255
GROWTH  + 0.0591 1.5041 0.1326
BtoM - -0.9116** -2.2723 0.0231
BSIZE + 0.2026 1.0029 0.3159
EXEOWNER +/- -0.372 -0.8646 0.3873

_cons -0.6120 -0.0983 0.9217
A #ic 67
Adj. R-square 0.1199



wald & 2.4258**
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51

Panel A OLS Model
e e Dependent variable= CA5
A% Tpdp 5 - t i 0
TECHFIRM ? 7.9133*** 3.0915 0.0031
PRE*TECH ? -9.1343*** -3.9823 0.0002
MAN*TECH ? -3.9316 -1.345 0.184
SIZE + -0.6231 -1.504 0.1382
LEV + 0.0664 1.5847 0.1187
ROA - 0.1665 1.657 0.1031
GROWTH  + 0.0496* 1.8101 0.0756
BtoM - -1.1453** -2.3763 0.0209
BSIZE + 0.5737*** 2.875 0.0057
EXEOWNER +/- -0.5742 -1.5639 0.1294
_cons 3.4065 0.6430 0.5229
A ik 67
Adj. R-square 0.2252
F i 3.9840***
Panel B Bootstrap Model
. o Dependent variable= CAR
PRk TP PR e d % 0 i
TECHFIRM ? 9133*** 3.0278 0.0025
PRE*TECH ? -9.1343*** -3.4081 0.0007
MAN*TECH ? -3.9316 -1.3013 0.1932
SIZE + -0.6231* -1.7697 0.0768
LEV + 0.0664* 1.6454 0.0999
ROA - 0.1665* 1.8935 0.0583
GROWTH + 0.0496 1.2232 0.2213
BtoM - -1.1453** -2.1844 0.0289
BSIZE + 0.5737* 1.936 0.0529
EXEOWNER +/- -0.5742 -1.2318 0.218
_cons 3.4065 0.7013 0.5229
Ak 67
Adj. R-square 0.2252
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