©
2020 2023

Theoretical and empirical studies on the actual share repurchases, re-release,
and cancellation of shares

Mori, Naoya

3,300,000

The undervaluation hypothesis assumes that firms do not repurchase
overvalued shares so as not to undermine the wealth of non-selling shareholders. This assumption
allows share repurchase announcement to send an undervaluation signal. Most existing studies,
however, only examine whether shares are undervalued at the announcement rather than during the
buy-back period. To more solidly support the hypothesis, one should show that firms actually avoid
buying back overvalued shares. Using Japanese data, our study finds evidence that some firms

repurchase more shares the more overvalued they become. For these firms, our result is inconsistent
with the undervaluation hypothesis.
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