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Share repurchases for offsetting bad news
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We focus on purposes of share repurchases. Especially, when managers must
disclose bad news falling in stock prices, we examine whether they do share repurchase rising stock
prices for offsetting bad news. Generally, it is well known that managers do share repurchase
because of ROE improvement or shareholder returns, but we find another purpose for offsetting bad

news. We try to publish as soon as possible, after giving attention to detail of our research and
robustness.
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44 Good News }7 model 1 Coef. model 2 Coef. model 3 Coef.
— constant —2.358 x xx —3.105 x xx —2.668 * xx
J\ Auction EfFEHE% L BNdum _0.103
GNdum —0.275
4 Auction EfTEEH Y BNdum_2 0.635%
P GNdum 2 0.446
gL F# No News F BNdum._3 0.300 + =
—\ Auction EfTEEAR L GNdum_3 —0.018
Controls YES YES YES
# Auction B{d £hE Y ‘ Pseudo R? 0.121 0.127 0.127
Obs. 7,488 7,488 7,488
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Bad News Good News
No News
Bad News
Bad News
Bad News
Bad News No News Good News
Auction Bff7%: L 23.29 60.47 16.24
Auction BEff#H Y 27.26 60.71 12.03
di. 307 0.24 —421 News
z 1.12 0.09 —-0.91
Total 23.34 60.48 16.18
@ 2
Bad News
Prob(ShereRepurchaseDummy)=a +
B 1 BadNeWSDUmmy + CONTROLS + € BN diff NN diff GN diff
ARBFRDEE
Plansize 0.55x%xx -0.18 0.17
0.5 0.00 0.25
estdays —16.445%x —16.205%x* —20.3%skx
Bad News Z17.00 %% —17.00%xk ~10.00 % %
BNRBROEH
CompRateStock 4.95x% 5.355%xk 12.20%5%%
4.75% 5.425%%x 8.63%%*
CompRateYen 2.50 4.54 %« 1481k
—2.11 2.58 % 10563
actualdays —15.025%x —11.625% — 17355k
—11.00s%% —7.00s5%% —16.00s%
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