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Abstract

Treasury stock is one of the financial management tools of the corporation. It can create
benefits for the firm, however, may incur potential costs. The treasury stock system has been
put into practice in Taiwan since August, 2000. Firms are allowed to repurchase shares with
pre-determined repurchase plans which are approved by the firms’ board of directors. Obviously,
this practice will lead to principal-agent problem: managers just put forward egotistical plan
which the board of directors approves for their own benefits; however, the rights and interests
of the external investors are ignored. Therefore, the value of corporate governance is to ensure
the effective operation of the board, and to prevent the share repurchase plan from the impacts
of improper motivation. On the other hand, the laws and regulations in force in Taiwan cannot
inhibit completely and effectively that the insiders of the firms seek improper benefits through
manipulating stock prices. Hence the monitoring of corporate governance is a key factor to
ensure the sound function of the board. Therefore, it is important and urgent to research the
impact of corporate governance on the operation of the board of directors and the treasury policy.
Through Event Study, we investigate the impact of the following four corporate governance
indicators on the abnormal stock returns of the firms around the share repurchase announcement
periods: the ownership percentage of the directors and supervisors, the percentage of pledged
shares by the directors and supervisors, the ownership percentage of main shareholders, and the
number of managers who act as directors on the board. We find that the cumulative abnormal
returns during the event period for the share repurchase announcements are high for firms with
good corporate governance indicators. We conclude that corporate governance is an essential
factor for the proper performance of stock returns around the share repurchase announcement
periods.

Keywords: Board, Share Repurchase Announcement, Treasury Stock, Corporate Governance
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1 23.06 0 T8 22.8651 0 Afeth L s ¥ 5 ko] B 5 20570 Bx G 9021 ¢ i
H34.195 T8 362873 A feih s o % 123 5 5 X A LR G 4 (T MS #k
B ) R EF 1L 4R BE LR X > 4533385 % 42746 2 FF v §
5 e eniB i L4 5 9.8938 0 B AER AT 4 e o

R ERAFERST > TMD ) &7 > e

N

PRGN L ESIEA D
FE2ZAL - PHEPHEEEEAPEEFTEAIZF R A S22 5 1 2(Rank=1)5
WABEEFEANTL 00 ¥ 2 o(Rank=2) A EEFEAEA 5 0o

FAlRB 6 T 2 P40, 2 TSize | £ 57 > dpIRBET 2 P BT - B AR £ T
2 MF ABE > Bo] B 122648 > X @ 223008 0 ¢ i 152169 ¢ T 3ok 15.4656 0
BF 14789 A feihe sTEED Hot 0 TBM ) &5 2 piEdge £ P 53— M
FATYL2 MR G EPE D 0 o] i 0.0803 0 Bt i 3.9894 0 ¢ e 0.8752 0 T iodkc
0.9468 » ## 1 0.5053 » ~feih+ ;T f FHEE 5 0 TDE, &5 » dphedy & P BT
— WM A TR LR O AR E o] 00 % 8497333 ¢ (242 0.5807
T 3o 09813 1R L 21324 Afciht o

4 53" FF T F %0 b (Board)H e > R R ¥ FF(CARs)z T3aEd 0.0257
B 4e 3 0.0461~ ¢ i=dcd 0.0263 3 4c 3 0.03760 A or F E E L G| Z AR P
EREMAME  Z FERE M B RF > I EFEFHFU BB MR S eF
EFLU R 2o E T Frd E R AR 0 G R VML
ME #T2 EEFFELHEZIFr R e AFT LR VR EREF
TARRE o M- BEBEHREY D FREDHE-RB ) NEZFZRDBEE YEEFE
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# 53 FEEF L 2 CARs it szt 4
i AN ) T~ H CARs T aiE CARs * i~ #& CARs 1% # %
Rank=1 1112 0.0257 0.0263 0.1195
Rank=2 948 0.0364 0.0291 0.1253
Board
Rank=3 710 0.0432 0.0381 0.1254
(N=3395)
Rank=4 465 0.0454 0.0451 0.1398
Rank=5 160 0.0461 0.0376 0.1516
1% 5 e (Rank=5)#cdp e % 1 2 (Rank=1)Fip3t 5 t @ t=1.9498

t:

Xe- Xy

j(nf- DSE + (0 - DST

ng+ng-2

ng+ nl)
Ny X Ny

net B fs - ek Ak

S2:his- men® R e

L5 4FCTETR b L

Xt % 1 2 (Rank=1) 1T 58k

n, ¢ % 1 % (Rank=1):} & #i

ST: % 1 2 (Rank=1)e% £ #&

2 CARs #xift vt 4

g S A | Al | CARsT#51 | CARs® =#ic | CARs &% %
Rank=1 | 1790 0.0451 0.0404 0.1342
PL Rank=2 48 0.0375 0.0481 0.1591
(N=3394) | Rank=3 | 604 0.0360 0.0294 0.1213
Rank=4 | 952 0.0186 0.0229 0.1124
1% 4 ‘o (Rank=4)cdh i % 1 fe(Rank=1)#cdhst 5 t @ t=-5.1965

% 54> FFEF P HI(PL)ER > AR ¥ RFPY(CARs)2 T 2B d 0.0451 %%

100186~ 7 i=#cd 0.0404 75 1 0.0229 B g EE TV HE RAFRVIEPIIL LR
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N

f&gﬁﬁo@:}yi%ﬁ:iv‘gkwéﬁ’?ﬁfii?#“ W R ATEE RO T IRIEL 0
SRR BB (2P STEA) o8 4 BFC TR L RSB (2P EE L) 2
PR ETE Fra fE P b e AR VPP EF A TEERY
PUHBE LR TR EENZ AR TR A EPIREF DL M o TERET S

ZEBRIT O EFOFE TERF P RELE I FETRRFDOIFRE A LA

o
Fo 5-5 XA FF L b & % CARs Axif suit 4
i VAN ) T~ He CARs T 5/ CARs * i+ #k CARs % # %
Rank=1 442 0.0330 0.0229 0.1218
Rank=2 930 0.0318 0.0351 0.1163
MS Rank=3 872 0.0318 0.0276 0.1203
(N=3395) Rank=4 701 0.0358 0.0318 0.1430
Rank=5 450 0.0563 0.0484 0.1384
"% 5 e (Rank=5)#cdp e % 1 2 (Rank=1)Fip3t 5 t @ t=2.6735

ARG TR s K {;}%;}iﬂgg 10%14 F fe %;}7%1{—_3{513%&;5}1 g o i 4 P

CEETE S BAYEE ARG OB SRAFERNGF 0 AT PRI - 4
5-50 xR I GIMS)iER > e % 1 3 42 F R ¥ WEU(CARs)Z T 57 4 3 0.0318
3 00358 2. F ~ ¢ =i/ 0.0229 1 0.0351 2 B 0 LB LR X S EBE S B
CARs T #2518 0.0563 ~ ¥ =8 0.0484 > PIAEB > % 4 %0 o 205 | 24 {45000 b f
Mfed 5B A LFU BEF 2 mikdpit Bt 0 7 MS & CARs = ¥ . 3 REFa
el TP REOEE S P2 R RL S FERRFOIF RN BN R

& A NBGR o
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#5-6 53 A FE M= L 2 CARs 4cit szt &

% ¥ AN T~ H CARs T 3278 CARs * > #k CARs &8 %
MD Rank=1 1497 0.0408 0.0345 0.1330
(N=3395) | Rank=2 1898 0.0322 0.0309 0.1223
1% 2 w(Rank=2)#cdp i % 1 2 (Rank=1)#dp3t 5 t i@ t=-1.9487

WEZRRPARRID SRABEFTEATE S TR ERER § B
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TE T FFFR ﬁ ¥ Hla)-E5T % R ﬁ L(HIb) ~ = 3 & #3501t ) éf} % (Hlc) ~
SRS 1S & Y EF RICILEEES S TS E R S I E RS RS b
F TR GRS 2 o
% 57 A ¥ &
Model 1 Model 2 Model 3 Model 4
Intercept 0.1003#x** 0.1103%** 0.0964*** 0.1130%**
(3.5954) (4.1000) (3.5891) (4.2241)
Board 0.0029
(1.4765)
MS 0.0011
(0.6029)
PL -0.0065***
(-3.7258)
MD -0.0004
(-0.0975)
DE -0.0002 -0.0002 -0.0003 -0.0002
(-0.1776) (-0.1864) (-0.2302) (-0.1578)
Size -0.0072%** -0.0078*** -0.0058*** -0.0078***
(-4.0110) (-4.4297) (-3.1999) (-4.4434)
BM 0.0387#** 0.0389%*** 0.03971 **x* 0.0388***
(8.7064) (8.7587) (8.8341) (8.7366)
R-squared 0.0379 0.0371 0.0423 0.0370
CARs = gjintercept +  a;Board + asDE + agSize + a;BM + ¢ (Model 1)
CARs = gjintercept + a,MS  + asDE + a¢Size + a;BM + ¢ (Model 2)
CARs = ajintercept + a3;PL + asDE + a¢Size + a;BM + ¢ (Model 3)
CARs = gjintercept +  a,MD + asDE + agSize + a;BM + ¢ (Model 4)
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7 EEF
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AP 1

EHRTS F PR s

Ea ,uﬁ?g?’q\akbfyl

— RS IR H A PR 2 A

CEEET RS AT R LR PR

I iE B E R AR e
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FZ & s
AR PR T ot FRECEI B R BRER T
LR TR K AR R R 3 B ] 3 A B - AR
FRENT A 12EAF A o det £ 58 14 5190 SBRHAN 0 A RNBER L OF
AL FEAAFPIRAAPH - ZE G2 ARFEVFEPIRIAAM [ RS

BARBREARPARR I BEF > 0T R - W o

5.3.1 % b pAF+ B8 £ T T 4595 5| (Board) s g B A 45

258 PR HF LT FHFR b2 AR R AT

Size-Board Size Rank=1 Size Rank=2 Size Rank=3
intercept 0.2032 -0.0160 -0.0455
(1.5523) (-0.0829) (-0.7873)
Board -0.0005 0.0060 0.0024
(-0.1248) (1.7830) (0.8124)
Size -0.0131 -0.0005 0.0021
(-1.4026) (-0.0400) (0.6279)
BM 0.0390*** 0.0486*** 0.0278**x*
(4.8744) (6.2394) (3.9776)
DE -0.0161 -0.0095 -0.0015
(-1.4325) (-1.1424) (-1.1767)
R-squared 0.0318 0.0496 0.0238

% 58 BB e 7 RH(Size) 0 FE T H G R A B F 27 (CARs) AR
Boo B b BIpm R ) BB h ¥ (Size Rank=1)eng T FHF RV HE A F R A FHMER
EARRE > L H 2 R AEIILE B F A AR R D - Ko AR ) RE L LD
AL EERETRAMABRIES P FETHROIGF > ST EGL FE L ER

IMAFUART it P 22 R L a3V B AR L F -
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F05:95E EF B FE RN bl AR R A4

BM-Board BM_Rank=1 BM_Rank=2 BM_Rank=3
intercept 0.1091** 0.0219 0.1706%**
(2.0257) (0.4317) (3.3548)
Board 0.0117%** 0.0008 -0.0040
(3.0707) (0.2661) (-1.2158)
Size -0.0098*** -0.0012 -0.0117%**
(-2.8424) (-0.4190) (-3.7618)
BM 0.0828*** 0.0279 0.0423%***
(2.6870) (0.9244) (4.6415)
DE 0.0002 -0.0024 0.0010
(0.0730) (-0.9788) (0.3187)
R-squared 0.0316 0.0037 0.0448

# 5-OHP A eE B § v (BM) F F45000 01 R A R ¥ 4R Y(CARs) e g
Beoo RO BRI EETD Bt S g F(BM_Rank=3)T ¥ F R B E R RV IE
PURILE AR R AT AEE S FREES B h g $#(BM_Rank=1) > & ¥ F4FR0
Gl AR KRR F NI AP - P ED G e EX SRR LA

HAs SR FA AU EARPIER R 5 2P pmagmpE  fH 2w R

i

FORS OBMERE e F 0 FAHEVHEMLD o2 - FHES

-

SaRz ReaEEApE

[t

20510 f R EE B EE EHR 2SS R A 1

DE-Board DE_Rank=1 DE_Rank=2 DE_Rank=3
intercept 0.1286%*** 0.0852 0.0399
(2.6390) (1.6471) (0.8078)
Board -0.0028 0.0085** 0.0040
(-0.8142) (2.5252) (1.1384)
Size -0.0074%** -0.0067** -0.0045
(-2.3233) (-2.1198) (-1.4490)
BM 0.0364*** 0.0353%*** 0.0461***
(5.0727) (5.0323) (4.8227)
DE -0.0475 0.0136 0.0003
(-1.2429) (0.3927) (0.2042)
R-squared 0.0358 0.0439 0.0367
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% 5-10 P A enf FHEEVW(DE) > FF F3H5 G R MR ¥ F Y (CARs) T
BRI EpFR o f RS g £(DE Rank=D)F § £ 50 b T4 R F
FPEREPMN L RHNRABENE R HFEFF R HAFHN2 LT W
WS R 0 R ERR T A BF  f L h g £(DE Rank=2) >
FEFHFRVHEAFAREVRMEIREF DI AP > SEIEAP S f FRE B3 Dl
¥(MDE Rank=3)» T E FHF RV HIEAHFRFFPRHRTIRIAPH > CEHFHEI 0%
2 . EFPf FEMSER Y b PR SE g@%wﬁﬂ’MMm
(2000) ~ Oswald and Young (2004) % & ¥ c7#7 3 £ 57 » f FHEF v Menf ¥ 8 BaR%
BRAKMBSHIBGRE- AL HFR % 12 F 5 &g ¥ (DE Rank=1)
fFtE Mk G E] o R FRA PR RSO HARE NP ORET Y
F3&f FHEE B L ¥(DE Rank=3) > F] 5 B § F MR G E A hE WiB T
TE O LERAL PR EDERYE L E T EF RSP
(DE Rank=2)4rke &% 13 20 Mqpfh @ 0 A DEFL 4 12 § £ DM TR &30

Gon s 1S3z B ¥ R E R ¥ SR eh B RS Y o

532 7% FMARREHTE ¥ P v 6|(PL) W & A 47

£S5 2P REEETE TR bl SR RS

Size-PL Size Rank=1 Size Rank=2 Size Rank=3
Intercept 0.1919 0.0387 -0.0251
(1.4759) (0.2038) (-0.4435)
PL -0.0032 -0.0064** -0.0073 %
(-0.8637) (-2.2450) (-2.8326)
Size -0.0119 -0.0027 0.0021
(-1.2715) (-0.2188) (0.6327)
BM 0.0385%*** 0.0493*** 0.0293**x*
(4.8133) (6.3447) (4.1919)
DE -0.0168 -0.0097 -0.0013
(-1.4971) (-1.1586) (-1.0065)
R-squared 0.0326 0.0516 0.0331




F 5-11 3P 7 feepo @ 2R 40(Size) > 5 F F8 v bl R £ F 37 Y (CARs) iz g
BN I BEBFR  AGHEERN S  TEFFTNVHEAFRVIEPEERL A
Mot - FRES*E SR PERpE PR FESRET > EFREH KR4

AEC EETFR S A FRPLT L v M AR G F

2512 EH B B F L E P 62 SR R A

BM-PL BM_Rank=1 BM_Rank=2 BM_Rank=3
intercept 0.1399%** 0.0135 0.1288%**
(2.6879) (0.2724) (2.6580)
PL -0.0098*** -0.0046 -0.0061**
(-2.8100) (-1.6858) (-2.0942)
Size -0.0097*** 0.0001 -0.0082°%**
(-2.7940) (0.0348) (-2.6035)
BM 0.0864*** 0.0277 0.0406***
(2.7859) (0.9201) (4.4430)
DE 0.0003 -0.0027 0.0005
(0.1589) (-1.0880) (0.1633)
R-squared 0.0299 0.0070 0.0482

Z5-128P 7 g ES H(BM) > 55 F Fd 0t 615 % # B ¥ 48 Y (CARs) st
BRI EGFHFR EHEED F ] o FTFFR B AHRE KPR
REMMHP > 2 s 1 2BMRank=1)> § w A AR LEE ¥ 3 &
(BM_Rank=3)=% 2_ o
# 513 P A pnf FHEF W (DE) > £ 5 F Tt 614 % 4 2 ¥ 47 7 (CARs) 57
BRE-HENUTHERFR Bh L GRE D] FEEFR ol AFE Vot
WfAPM 5 IPMARR 2§ 3 2 (DE Rank=3)5 % 1 #(DE Rank=1)=%2 > % 2 &

(DE_Rank=2)% & ¥ -

41



2513 f BRECHELTE TN 02 R R A T

DE-PL DE_Rank=1 DE_Rank=2 DE_Rank=3
intercept 0.0992** 0.1248** 0.0354
(2.0647) (2.5327) (0.7483)
PL -0.0072%* -0.0021 -0.0108***
(-2.2456) (-0.7459) (-3.5004)
Size -0.0049 -0.0084*** -0.0025
(-1.5014) (-2.6303) (-0.7965)
BM 0.0381*** 0.0361*** 0.0478***
(5.2957) (5.1228) (5.0416)
DE -0.0436 0.0133 0.0003
(-1.1430) (0.3812) (0.1939)
R-squared 0.0405 0.0374 0.0509

5.3.3 7 F PR BB X L K58 6|(MS) s B A 47

F 5-14 2 7 e < A FF 0L B2 AR B AT

Size-MS Size_Rank=1 Size_Rank=2 Size_Rank=3
intercept 0.2263 0.0457 -0.0364
(1.7229) (0.2402) (-0.6420)
MS -0.0041 0.0042 0.0017
(-1.1804) (1.3412) (0.5843)
Size -0.0143 -0.0046 0.0015
(-1.5292) (-0.3665) (0.4481)
BM 0.0396*** 0.0492%*** 0.0284***
(4.9488) (6.3107) (4.0246)
DE -0.0152 -0.0104 -0.0015
(-1.3540) (-1.2360) (-1.1837)
R-squared 0.0334 0.0480 0.0234

2 5-14 3P % e en2 7 4(Size) 0 < R L AF R G4 R A R ¥ 4R Y(CARs) e g
Boo J€01 b Bcdp s oo o] SHE L £ (Size Rank=1)ex i d 3t Gl R AE B ¥R R IR
fAPRE o R X eh g % (Size Rank=2-3)| R 4ph » L & @b XA H <] > H4p

MALRISH B ¥ -
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F O5-15 @™ vt & S L AFUO Bl ATR R AT
BM-MS BM_Rank=1 BM_Rank=2 BM_Rank=3
intercept 0.1528%** 0.0251 0.1450%**
(2.9311) (0.5025) (2.9858)
MS 0.0023 0.0000 0.0012
(0.6293) (0.0074) (0.4012)
Size -0.0118*** -0.0013 -0.0105%**
(-3.4556) (-0.4766) (-3.5043)
BM 0.0769%*** 0.0279 0.0421%***
(2.4837) (0.9231) (4.6149)
DE 0.0001 -0.0024 0.0008
(0.0453) (-0.9693) (0.2459)
R-squared 0.0210 0.0036 0.0433

3 515 A e @5 0t (BM) 0 4 R K 45000 6 % ff B ¥ 2R (CARs) et

BA KM PEBRAF 3 ER BRSO A RAHF R HE AFREFEMERLD A

Moo e IR FARRIDD P o

20516 f BHEF e A n L

FUOL b2 AR R AT

DE-MS DE_Rank=1 DE_Rank=2 DE_Rank=3
intercept 0.1157** 0.1237%** 0.0579
(2.4223) (2.4962) (1.2161)
MS 0.0018 0.0021 -0.0009
(0.5655) (0.7173) (-0.2786)
Size -0.0071** -0.0089*** -0.0053
(-2.2318) (-2.9171) (-1.7281)
BM 0.0366%** 0.0366%** 0.0463%**
(5.0901) (5.2138) (4.8275)
DE -0.0467 0.0133 0.0004
(-1.2219) (0.3812) (0.2515)
R-squared 0.0354 0.0373 0.0350

% 5-16 WP A ke f BHEE S (DE) > 98 k359500 6% % 4% B ¥ 47 ¥(CARs) it

BB o6 BehkF 0 ¥ 3 m(DE_Rank=3)f F {5 - B ng £ 0 S L

LAFBEAEMERLIPM > B2 25 4PN > R E 3 e rip ARSI BFE o
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5347 AR REF LA EE R X (MD)Fscg B A 7

2 5-17T 2P RFEEETAFTERN T 2ZRERAIT

Size-MD Size Rank=1 Size Rank=2 Size Rank=3
intercept 0.2037 0.0677 -0.0379
(1.5706) (0.3543) (-0.6666)
MD 0.0055 -0.0097 0.0029
(0.6564) (-1.2333) (0.4111)
Size -0.0134 -0.0051 0.0017
(-1.4388) (-0.4103) (0.5037)
BM 0.0387%**x* 0.0485*** 0.0282%**x*
(4.8494) (6.2214) (4.0030)
DE -0.0160 -0.0097 -0.0014
(-1.4308) (-1.1636) (-1.0803)
R-squared 0.0323 0.0477 0.0231

4 517 3 et P RE(Size) » ST A FF A 9 R A R F 4F 0 (CARS) g
Boo B804 B o ¥ 2 2 (Size Rank=2)en 5@ A FE R X A AR VP IR AP

Mo% 1325 iphl > CdaZbf ¥R~ ] EMAERDSTEF -

20518 B 0t EI A FE A K2 R A A 1

BM-MD BM_Rank=1 BM_Rank=2 BM_Rank=3
intercept 0.1548*** 0.0213 0.1581%***
(2.9715) (0.4315) (3.2923)
MD 0.0015 0.0072 -0.0106
(0.1730) (1.0103) (-1.4296)
Size -0.0117%** -0.0014 -0.0108%***
(-3.4255) (-0.5049) (-3.6372)
BM 0.0761** 0.0286 0.0424%**
(2.4596) (0.9466) (4.6499)
DE 0.0002 -0.0021 0.0006
(0.0921) (-0.8391) (0.2067)
R-squared 0.0206 0.0049 0.0455
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2518 WP A et @ § - (BM) 0 S A FE A X H R AR ¥ ¥ (CARs) et
BR 607 B E R % 3 £ (BM_Rank=3)i% @7 v chp ¥ 0 G A F 1A =

RAFREAHEMERAAM > ¥ 12830 4pk > B3 EapAERET EF o

2519 f BHEE R ET A FERA K2R A

DE-MD DE_Rank=1 DE_Rank=2 DE_Rank=3
intercept 0.1216%** 0.1342%** 0.0420
(2.5679) (2.7359) (0.8806)
MD -0.0105 -0.0060 0.0175%*
(-1.3054) (-0.8189) (2.1140)
Size -0.0068** -0.00927** -0.0050
(-2.1366) (-3.0159) (-1.6483)
BM 0.0364%** 0.0362%** 0.0464%**
(5.0656) (5.1398) (4.8701)
DE -0.0483 0.0154 0.0008
(-1.2651) (0.4422) (0.4780)
R-squared 0.0369 0.0375 0.0408

% 5-19 P A Fenf FHEEZVWDE) > SR AFERTHLFH R ¥ EP(CARs) T
BRI Bgp o ¥ 12 2(DE Rank=1~2)f G - HhMehg % @A F
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|

TAZHAHE A RMERG AN B AR &0 2 R R R ABFILD AT 3
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