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<i
T 200240 20104 Abelo] AR YA A% G RS BolET) Panel Al BAH7|7E 2% FHS
AR 5 918 ol B QTe RAURE Amdz g Asielw, Pane B £ A7)
A FANE - BAAEE BRE Aselth B ool AN (ke A AT A F 2 FA7)

AA ek 1l & Lehit,

Panel A @ A4 tir] Z4 oo A= F(A5FAS PARE 494
2002 2003 2004 2005 2006 2007 2008 2009 2010 &
96 147 234 429 247 124 64 109 103 1553

YA
A ® @ @ @ a6 ® @ D D (100
A g 17 49 5 111 97 52 25 30 46 480
K @ 10 ) @) o an G © 10 (100
aameg 17 B 6 8 7T 56 W 32U 40
A @  ® 1) @0 a8 a3 @ @  ® (100

g2

A1 0 17 34 4 40 27 13 16 21 219

G ® e a9 ag d2 © @ 10 (100

Panel B : FAAFE - xAded gR(EHEE)

F7HEAA A F=GA G A
YA F WG 59(66) 214(63) 273(63)
A wi= 10(11) 77(23) 87(20)
AN & a 20(23) 50(14) 70(17)
g 89(100) 341(100) 430(100)

=
TEs] Ao BEs BojFaL gl o9 @ Ay %4158/‘}‘%*4 Oﬂ
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70 A B A

FEEAE2 E(CAR) F0|
t}h, CARE OLS A|AEdo] o)t H| A=
F 30dolH, ANFRY AAG FA7|E PAY A

0.08 el /\
0.06 [ L \_/ \ '—/\\//
- ~rZ T~ ~/

o A P

Al Se=a

S~ _-7 D)
30 28 -26 -24 -2 -20 -18 16 14 12 10 8 6 -4 -2 0 2 4 6 8 10 12 "M- J6_187720 22 24 2\6\_28- ~3(
-0.02 =

-0.04

<E 3>

I0
gl

— =] — =
g9l Aol 0 Y 71 CAR ol ol AR Aol3 3 Asfolck BiE, F914, tvalue £02
heb, e 22 196, 5%, 10% frel SRl A 4 e BAMCR o8 vehic

A (n = 430) ARG =70) At F H=n=87) FAF F HF(273)

it 95 A W e oA Wi e o A3A W 29s e84
CAR(-30,-1) .08™ .02 5352 .10 .10 3214 .03 00 1160 107" .01 4.994
CAR(-20,-1) .04™ -01 3053 .04 04 1680 .00 -03 -.105 .06™ .01 3461
CAR(-10,-1) .02 01 2864 .02 02 1073 00 -01 039 047 01 3192
CAR(-3,-1) .01 .00 2150 .04™ .01 3166 .00 -01 -231 .0°" .00 1.668
CAR(-1,0) .00 -.01 109 .01 00 1242 -01 -01 -1550 .01 -.01 1978
AR(EAIY) 00 -01 -371 -.01 00 -1591 -01 -01 -1476 .01° .00 1.39
CAR(0,1)  -01" -01 -1711 -.02 -01 -1487 -01"" -0l -3104 .00 .00 521
CAR(1, 3) .00 .00 734 -01  -02 -1418 -.01 -0l -1.130 .01" .01 2504
CAR(1, 10) 00 -0l -019 -.04" -04 -2051 -.02" -.03 -2569 .02 .01 3.094
CAR(1, 20) 00 -02 -530 -.04" -09 -1928 -03" -.03 -2071 .02 .01 1991
CAR(1,30) -02 -02 -86 -01 -08 -406 -.03° -.04 -1.818 -.02 .01 -.360

<GE B> 7 AR RIS CAR tih A3 t3A Adtolth HARA R
O AdE RS Utk WA, AAREY] AdE B AL o] [Ql
| Az EAHAoT Go



AGA 25gae Aok AARAES B AT 71

ATy 15 B, 54 AL A CARS #hol diAlZ foleh (1)) gk vebd

¥ Ud A A F Ak o g folg ()9 gho]l Ut ik AL F v 2FS
A, AL 1 o] FRE Fold ¥(-)°] CARghe] YRt Slth 53] @A} o] &
CAR(l, 10), CAR(, 20), CAR(1,30)¢] gtol f-oJshAl v ZrelA| i 9= Ao & vrEhtaL
Ark. AGA7E 71900 gk A4 Xéi—e— ol gate] S-S kA o g FAlsiehH FFapl
Hgeh YAE 5 v dEre] A 4 M A3 ol vlsf 21 o] F F7}7} atetsh=

Hhe B Aeolnh 53] 2 oA 1 F7 Ee v Fred A

0
] —{O
r_u.,

2
o
GH
411
r>~1
1 o

2 o5 v glok B BAAR dgAdrite] A9 bt w9 RE A et

Qi WA} T i 2E wE YA} o] GolFk ¥(-)e] FAATr} veha gt
AL 5 Hf 5 B, A AS dAnks o w 7I3bE CARS ghe] (1)) ghow
Kol o3 ALY o] Aol n]F] ALY o]F

Gehta ook WAl F mG 2Ee A% ]
a =& RS el A02 /AT o A, & R G4Y o8 A0
T o]z 2

N

o
= gm e Aow B deb e 710*4 wﬂ x]@azfa e

Ao oA EfWS VeEAEE FAh <F 4>9 A5FA AL
= X oF 1577H7} o xfH o} PAL & uf
Hate ﬁgi ueR T A At 719S YERE KDAQYE 4t 79% 2 A
o 34170 Fo] FAaTA el A 7)o Azl Aoz ettt W S/XE AL
Al Aol Al FA L] WAIZFRE YERE, At o] F=7} e sjALrEA o]t S/X 9]
411024 YA7EA oin] F=7b7F 41180 o SAbE B o & vepta ik AR 717] 9]
WA Fol 2 Jehl s DIVE 52% 24 A3 R0 uk o] oA ujdo] x| F T},
F-A8& LEVE Hat 36%% Vel 9tk TIMELAGS] Hite oF 11072 Jeht 34
o] AE & oF 11.07¢ ] AUA] o9} #ed Ugo] FA = Aoz vehta gtk

=
9

53] Hulgko] 2592 Ueht Fgle] 25gHo] @AE F 92o] AUES ojs) #aly
Abeto] FAIE A ke 4% Tk DTIMELAGY] Hir 37%=A, A EE 5 16170
71990] g40] WAHE F 3% ool Ak AN BAATS FAF AR vehta

AT



72 WA Es Y B AT

FE o & 24 W] 7S ARS AASkL 9tk EXSTGY &= AR ERe vehls ovi
FRA FA0] WAL F whe AT WAl o FAE AT 1, okd 08 YEITH KDAQE
L7149l li%”\lxobﬂ el A L, obdd 02 Yetle griiseltt 5/X& 49 WA E
Uil BieEA gy Azl g Aol o] F7ke&oltt DIVE W3-8 uehdle Bvd
FEA, FAE A ARdE wigo]l AFHATE 1 oy 05 vekdn 71954 3 vehliE W LEVSH
SZEE 72} ARk o] S5-A] v)E, At A2 as A9 golvh TIMELAGE w419 aAtdst 4199
Zkol & Y(day) & UERI oW, DTIMELAGE TIMELAG7F 39 o)<l 725 1% vehlE Hujdaroltt

it B H2ak 2ol EFAA
EXSTGY .36 .00 .00 1.00 32
KDAQ .80 1.00 .00 1.00 40
S/X(H5) 411 2.71 01 35.00 4.08
DIV 22 1.00 .00 1.00 .50
LEV (%) .35 .29 .00 .76 .20
SIZE 25.02 24.79 2112 31.81 1.74
TIMELAG(4) 11.07 .00 .00 275.00 31.63
DTIMELAG 37 .00 .00 1.00 A48

>
w
@)
=)
t
o
D
an
—

CAR(-3,-1)(A) 1.00
AR(FAI)B)  -05 1.00

CAR(1, 3)(C) -02 -04 100

EXSTGY (D) 14" 08 -07 1.00

KDAQ(E) 09 -13° .04 117 1.00

S/X(F) 07 -06 .04 120147 1.00

DIV(G) -13" 10 .03 -05 -257 -18" 1.00

LEV(H) .00 117 -.06 120 -18" 001 006  1.00
SIZE(D) -.08 07 00 -04 -527 -167 377 217 1.00

DTIMELAG(J) -11° -15" 11" -13° -23" -11" 007 100 317 1.00

WSS 7 AR B4 At <E 5>o] gelsel itk Fa W4l EXSTGY:
WA CAR(-3,-1)3F Fel 3 (2] 4



T
WA, Fa WM EXSTGY= A d F21244 21 CAR(-10, -1)3} CAR(-3, -Dell 9]

AL - = FItuEHO o|xE &l e 2AHD

g

ANATZA, S0 YA ko] PYAF AT & 'y
APAIRA, T2 G F R 33}011 Fobe £ Fa
WA gAe] WA F oSk Aol d

thal 1, olU® 0& vhehiith KDAQE @Ak7] Qo] si2ehalgol 44o] glow
»}Ew Hrluolnh §/XE 49 WAZMAE el MR o BA7HAe) o A
F7hu otk DIVE WEf78 el delases, 94k 4 Aghde] ol AF5ekd 1 ohyw
© VERiIth 7195 AE ekl We LEVS) SIZBE 27H A% ol 3304 &, A Azas
A goleh e A7 1%, 5%, 10% 5o BARCR folge tehin,

2
o
>
o

CAR(-3,-1) AR CAR(1,3) CAR(1,10) CAR(1,20) CAR(,30)

FEus _ : : : ;
31 2y 2 2¥ 3 28 4 28 5 236
e -2 04 06 09 18 49
T (~.249) (874) (.856) (.822) (1.243) (1.044)
04" -01° - 02 - 04 - 05" 02
EXSTGY (2.972) (-1.933)  (-1.401)  (-2936)  (-2.926) (.301)
01 -o1° - 01 - 01 -0l -04
KDAQ (1.070) (-1.939)  (-1.076) (-583) (~.269) (- 588)
ox 01 01 01 01 -o1” 02"
(.835) (-.879) (1.084) (-1.398)  (-2839)  (-2.763)
- - 02" 01 01 00 01 06
(-2.380) (1.507) (.947) (~.038) (727) (1.044)
LEV 00 02° - 02 -01 01 00
(~.180) (1.889) (-1.236) (-.383) (.370) (-.022)
SUE 01 01 01 01 - 01 02
(.302) (-.875) (-677) (-542) (-1.097)  (~.980)
Fat 3033 2574" 1.060° 2.214™ 3449 1725
(p-value) (.007) (019) (.086) (.041) (.002) (114)
+49 R 030 023 001 018 035 o011

n 430
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W 75 7 B

Fs mR i At} o] $o] FA4 7 AR, CAR(, 3), CAR(, 10), CAR(1, 2001 &7
How folgh ()¢ JaS mA AL Qivh F, AFAA -9} YA} T v e AEA]
&, A WA B 79 EAS SAIE o] F AL § B dEfke vE A A
o] et AomA 2 A7) 7hdo] Rafenh qor AL § Bf AT Patd
o]Fo= A+ FAHRE Yeh= A& F5dlE 7 Ak olefd A A5
AbdERE R Uehg o FAA A R Hor dX|si, 58] AL o] & -
YA H = BHES HAFo] 25FHAE Foibe AP7e A RE o] gt ~5F4
of PAAHE AFH oz ety dkgd 5 9ok

KDAQE #9384 AN dnkd oz H(-)e] oz Ve, aasha| el A47gH 7]
dol f7tsAAIg el 3de 7Idel vl Ao FAGHIF 24 RP5S He] T
Atk FA AT E L‘rEhH S/X= 59 59k Y 6ollA FAHo® et CAR
groll F-(-)e] daFE MA|AL Ak ZF, FAAFNA BAZFA tiv] F7E7} ol W AL
Aol S Ads AS-ArSE At o] F FAAd A= vzl Blo|t) o= BRI AR RE
ol-g3te] FA WAZFA7E Eoks W AAE s T AThE AolA ARAHAE S
A A gt

S

2. wgolE JpAAZ BA Ax
D 2E5FA8rte] tig SAFA A

[19] 2], <3 3>, 183l <3 6> A} HAepd e A PR el Al AL A5 fref sk 571
Elo] JePtS BojFglon o3l 432 F4
o] &ale] Az o g YA Y-S ety Aty 9, FGArL AlEH o gt
AHE aste] AgEe olget st Frlsjde] veld 4= otk weF ~5-FA At
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<E 7> A5FH A SAIY #fo|
g

BArels} FAe] Aol BAAY

3:.

49 ek Eolt WA} B4 IR
ZAFAOIR, 39 o4 A% AABAelth ALFA B A 2EFHE ‘ﬂtﬂ FETEES
AR (e $AE A F AY A7 A W& ek
. A% Q1%
AL BIIMELAG = 0(n = 160) DTIMELAG = 1(n = 161) 37
(TIMELAG)
TIMELAG <29 3<TIMELAG <10 TIMELAG > 10

Aol @7 0 50(71) 3(4) 17(24) 70(100)
AL vl 59(68) 12(14) 16(18) 87(100)
YA F B 160(59) 34(12) 79(29)  273(100)
@7 269(63) 49(11) 112(26)  430(100)

2) 954 25349 YA & FAA A ot FIFY 74

<GE 8> A Al g o] AP AR Z]Qsh=A] HARAR o] wiH o] | 7]
Qs A BA AT I, A% A WAl U A SA4e] WAk A2 A4
o] F-of F7H " M A= JFE A E oy, FABAAA ] wHol" ol il &
W49l WE WS EXSTGYXDTIMELAG7F CARO) " A= 482< F4H0% 2
Azpolrt.

WA, AA RS g o R g Ao EXSTGY*DTIMELAGE @A § 5214 7o
o8 9L 1A o7 AT F, <k 6>9) ANE TADL ) FAFAE A4
Ve AR f9 FobEe) Qs n)AA Eo}b ol

CAR(L, 1001 #9160 #O)s] 92 VA2 Ak 3, A AT 4 T e
S A% WA F RAE S s YA F FAHIE Fels o Dol Aot
AR A FAH ELS OO F B4 A3e) M = EXSTGYE CAR(, 100l 5218

LAZE A7, oo gk I 7bA ZAF AdE F FAIGFA
AAE vl QK Cicero, 2009). =& oo
AP o] =8k AR #eg sl H 9

.
o



e

76 W B R R

<E 8 BM°| WA AMo| SHUAL
i glo] g 7}Ad £
FeElg Frhdo] J3s =
HelFx gl %b&% 1w,
ks UrE‘rlHt TR 5
0% Yehdith DTIMELAGE TIMELA(J}BE‘ l"c}‘i A5 15 L}E}lﬂ Eﬂul‘ﬂ-?ol o} ws s EXSTGYx
DTIMELAG< A3 Ao wldlo]|o] tighk of-§- W a=olth. KDAQE Ab7Ido] szeha ol s of
glow 1, ohlW 0 Uehlle crlwselth, /X g4 WA S Uehlls Wea obge W74
fﬂ’d FAA el A o] F7Hu]Eolth DIV WiB-f7E Ueble dvjdses, dab d Aldzel ujgol
AFE A 1 o 05 L¥E‘r‘44‘% /de A& YEE W4 LEVS SIZEE 2H2F A4t tin] 34 v)&
FA ol AAZTZ A gholuh, ™ 7 e 747} 19, 5%, 10% frolaFol M EAN R folde bt

o
7&%5& AR AT, 53] A
39S T AL

rm mlo

A S A A A AFA|
CAR(1,3) CAR(1,10) CAR(1,3) CAR(1,10) CAR(1,3) CAR(,10)
o 06 08 -0.08 -0.23 017" 031"
(.986) (.699) (-722)  (-L118)  (2204)  (2.478)
EXSTGY -0l 04" 0.00 -0.04” -0.01 -0.03"
(-621) (2669  (-492)  (-2038)  (-499)  (-1.972)
DTIMELAG 02 01
(20290 (~737)
EXSTGYx 00 01
DTIMELAG (-.055) (.340)
-01 -01 0.01 0.03 -0.02 -0.06
KDAQ (-688)  (-618) (.338) (1.152)  (-1.668)  (-1.828)
01 01 0.01 0.01 0.01 0.01
X (1315)  (-1436)  (1.644)  (-496)  (-951)  (-1.506)
- o1 00 0.02 0.01 -0.01 -0.02
(.905) (-084)  (1.256) (668) (1192 (97D
LBy 02 -01 -0.06 -0.04 0.02 0.04
(<1407 (-339)  (-1576)  (-.979) (825) (.983)
00 00 0.00 0.01 -0.01 -0.01
SIZE (-949)  (-363) (.669) (1163)  (-1916)  (~2.105)
Ft 1.980° 1722 2810" 1.959° 1.565 2,982
(p-value) (.083) (.091) (.012) (.072) (.161) (.009)
+49R 007 014 041 022 022 074

n 430 269 161
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The Study on the Strategic
Exercise Timing of Executive
Stock Options : Informational

Timing vs. Exercise Backdating

Hyeon A Kim™*

abstract

This study explores if executives exercise their stock options strategically to maximize their
wealth under the two hypotheses-Informational Timing vs. Exercise Backdating. The related
regulation of option exercise in Korea is relatively weak in that there is sometimes timelag between
option exercise and the announcement of the event.

We analyzed a total of 430 option exercise by executives, selected from the listed companies
in Korea Stock Exchange (KSE) and in KOSDAQ Market from year 2002 to year 2010. These
data are categorized into three groups by the option exercise strategic-exercise-and-cash paid
(n = 70), exercise-and-disposition(n = 87), exercise-and-hold(n = 273).

The results are like followings;

Firstly, for the group of exercise-and-cash paid and the group of exercise-and-disposition, we
observed the strategic option exercise patterns since there is positive stock performance before
stock option exercise, and negative thereafter. Meanwhile, There is positive stock performance
through all windows. Based on this observations, we can conclude that executives time their
exercise strategically.

Secondly, the timelag between option exercise date and the announcement date had no effect
on CAR, implying that the strategic stock patterns don't be related with backdating. Therefore,
the observerd strategic option exercise pattern is much more related with informational timing
hypothesis rather than backdating.

This study has an significance in that this is the first to explore the option exercise pattern
and the soundness of related regulation in Korea.

Keywords : Stock Option Exercise, Informational Timing, Exercise Backdating, Strategic Exercise
Timing, Stock Option
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