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Choi (2009)% FHE g 7|de gxtaa WHEe] A7) (AST measure)

fele 19 4% Ae o)
4= 7P 2 dApsta

FAAEEA IHE, ANFE, Add=E
54 A4, order imbalance, time—weighted average
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(variance ratio) S A X 2A ZSAHSAT AR S T 2849 W3
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A 7
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FEo] 9= 71dS AHell o, Fama®t French(1997)2] 4k

T2 ARl 23 = 7I9S AEEith E t—-1d 7]
b ot 3 A, A7FEN, book—to—marketoll wh} o}ge} 12 score

of st 7 W scored 7l 7Ils A EESITh

i
n



marketcap ,_
—1|+abs |- —1
issuermarketcap , 4

turnover ,_,

score = [abs |-
issuerturnover ,_,

book—to—market ,_,

abs (issuerbook;—to—market t71_ )]

24 Asto] o5t BAI el FhH oz WYY FEY Aot
A7} g Aol WuaA vekon], FohE&Ad elA s B Aol
A7 Zrell FEE wHeE Zpol7b yrEhubA] egkal mekA o] = HEARAY
A AL Fohe] wE Aol A AFL FA 4 A8 olvlsh Aol

.

TE3F Choi 5(2009) Tl A7t FAEZAAS 8l o= AFJASAE
AT Boket EPA Y Tl EATE ol S AFATE S5 HEREA
Fho; At e d Alojo= UZF -1.30%°] e F(&) F
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= A E
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o] o] -41& E3ll Choi 5(2009) 2pel A o] EAlol tigh Fdet A
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5., book—to—market, A2 ol FAE T#)7]14 (control firm)e] 23+
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ARA we)FAlo] mE 2 7FA] A& 9l¢k # vl &= (valuation short selling)
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5) Agarwal, Fung, Loon, Naik(2011)2] A+

Agarwal 5(2011)2 FAdEFo 2 A ABALA 2] A S B8t o] st
ZEFo] M3ALA] 2] A FAAE=9] Aol ot JFIS M AE=XE A
= ]

Faoich. ARAAA G Gl glof AN AAREE FAF 53
ERIGOIN AU AALH, ISE FRAAS 3t T F18

@, 0899, 298 ARG FolAY AFe AL AT
WA A A ABAA A SAREA A A

o F 2 T2} Afolo A 7 Q1 (intermediary)e] &S sk

Stk Z, ATAA AAREE ATAA WA A AL TS B

AR i) T T AR AYAAE Gl A T
2 %

lolth, 1e]al AR FAd S dubdow F5
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2] P4 — Pl t—stat

Panel A: 2@7]9 2 A9 54

KOSPI 0.385 0.469 0.370 0.500 0.531 0.196 0.0617 (0.78)
KOSDAQ 0.444 0.469 0.481 0.476 0.432 0.399 —0.0370  (=0.47)
log Al7}&l 12.016 12.513 11.974 12.093  13.104  11.078  0.591%x (2.34)
jrf?] Rl 3.26 4.42 2.41 2.38 4.23 0.15 —-0.184  (—0.25)
& (%)

Asd] & 5969.1 1848.4  4118.8 8766.8 1014.4  10524.8  —834.0  (—0.75)

Panel B: & X%

log 3]4& 4248  —4.324  —4.467 —4624 —4.285 —3.836  0.0381 (0.21)
log 73 & 12.841 12.965 12.693  12.499  13.140  12.883 0.175 (0.74)
log A= 7.788 8.227 7.534  7.461 3.828 7272 0.601%+ (2.41)
log Amihud —-6.397  —7.067 —6.339 —6.152 —7.673 —5.454 —0.605% (—2.33)
ufj g — o i

J 58.1 84.7 45.8 55.8 83.0 37.1 -1.777 -0.05
FIHF) (7009
S~ —ul] = &

(]j%;g e 7t 0.475 0.332 0.434  0.428 0.289 0.716  —0.0427+ (—1.87)

T9E (%) 0.160 0.086 0.050  0.165 0.140 0.269 0.053 (0.79)
FE=A (%) 4,104 3.624 3.752 3721 3.479 5101  —0.145  (—0.61)
Idiosyncratic

3.868 3.396 3.543 3531 3.232 4819  —0.164  (—0.69)
HsAd (%)
R2 (%) 13.438  14.189  12.707 12.254  16.158  12.624 1.969 (0.85)
W E} 0.959 1.024 0.886  0.817  1.041 0.996 0.017 (0.16)



0.021 0.001 0.022 0.021 0.067 0.000 (0.01)

0.032

AR(1) (%)

0.963 0.909 0.991 0.990 1.029 0.028 (0.57)
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t—stat

P2 P3 P4 P4 — P1

P1
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i

Y)Y G}

Panel A:

0.367 0.652 0.250 0.449 0.082 (1.04)

0.387

KOSPI



KOSDAQ 0.533 0.608 0.326 0.554 0.551 —0.056 (=0.71)
log A7} 12.053 12.352 12.559 11.346 12.467 0.115 (0.54)
Ful=H]E (%) 0.019 0.024 0.011 0.005 0.040 0.016%55 (3.47)
A gkh) & 2659.4 346.5 486.8 601.2 9210.6 8864.2 (0.98)
Panel B: &4 <%
log 3| A& —4.395 —-4.301 —-5.014 —4.539 -3.921 0.380%* (2.41)
log &= 12.721 12.888 12.383 12.263 13.402 0.514s (2.37)
log A= 7.677 8.072 7.575 6.811 8.568 0.496%x (2.24)
log Amihud -6.374 -6.913 —6.455 -5.335 -7.257 —0.344 (-1.50)
v v =
K 53.3 55.3 74.3 50.1 43.2 -12.1 (=0.74)
S7HEN)
- =357} (%) 0.441 0.334 0.367 0.642 0.305 -0.029 (—1.42)
Panel C: 59&F % Frlag 5<%
TFdE (%) 0.139 0.194 0.116 0.118 0.128 -0.066 (-0.85)
¥E=A4 (%) 3.846 3.456 3.592 4.232 3.836 0.380 (1.65)
Idiosyncratic ) - ) )
3.625 3.254 3.401 3.984 3.617 0.363 1.53
WEA (%) &
R2 (%) 12.585 13.575 10.070 12.429 13.289 -0.286 (-0.13)
Beta 0.913 0.998 0.842 0.803 1.028 0.030 (0.28)
AR(1) (%) 0.021 -0.009 0.054 0.037 0.010 0.018 (0.86)
HAkE] 0.972 0.911 0.989 0.989 1.000 0.088x (1.75)
events* 78 112 46 79 315
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All Pl P2 P3 P4 AZA P4 - PI
Panel A: &YX H9] HE
%‘H(i%‘}ﬂﬂ] 0.297 % 0.381% 0.010 0.029 0.657#xx 0.364x 0.275
(4.01) (1.98) (0.38) (0.87) (2.78) (2.17) (0.90)
AZ A& 0.003 0.005 0.008 0.002 -0.003 0.003 -0.008
(1.62) (1.04) (1.57) (0.82) (-0.95) (0.75) (-1.37)
Alog A ZF 0.11 15 0.190#s* 0.177#% 0.176%x* 0.078 0.010 —0.112
(3.32) (2.89) (2.20) (2.54) (1.05) (0.13) (-1.13)
%loa‘]gm% 0.122#%%  0.209%%%  0.227#% 0.186%x 0.064 0.007 ~0.145
(3.40) (2.88) (2.51) (2.55) (0.84) (0.09) (-1.37)
AAmihud -0.001 0.000 -0.001 0.000 0.000 -0.002 0.000
(-0.78) (0.03) (=0.70) (=0.91) (=0.78) (-0.52) (=0.14)
Agﬂﬁ—wﬁi ~3.704 ~9.880 5.478 ~0.084 ~12.99+ ~2.100 -3.110
(—1.20) (—0.65) (1.34) (=0.03) (-1.89) (-0.88)  (=0.19)
Ai”ﬂf(_%‘:gE -0.018 -0.011 0.003 -0.016 -0.017 -0.037 -0.005
(-1.48) (-0.52) (0.09) (-0.76) (-1.24) (-112)  (-0.21)
Panel B: +9F ¥ FIlgEYANEY W&
AT E (%) —0.256+ 0.036 0.448 —0.095 0.027 —1.083%#x  —0.010
(-1.68) (0.11) (1.11) (=0.37) (0.12) (=3.12)  (-0.02)
(A,;f*)%jd 4 0.025 0.175 0.446 0.285 -0.051 -0.411 -0.226
(0.19) (0.54) (1.47) (1.05) (-0.18) (-1.65)  (-0.52)
?I&f%ﬂs%nc(r%t)i 0.047 0.021 0.514% 0.583:% -0.048 —0.4645 -0.069
(0.36) (0.07) (1.75) (2.11) (-0.16) (=1.76)  (=0.16)
AR? (%) 0.021 0.217 0.630 -0.183 -0.328 -0.121 -6.131
(0.10) (0.38) (0.93) (—0.40) (-0.82) (=0.33)  (=0.99)
AwE} -2.584 0.663 -1.984  —11.154%  —5.468 1.848 —0.546
(-1.46) 0.14) (-0.51) (-2.52) (-1.38) (0.59) (~0.79)
AAR(1) (%)  —0.105 0.019 -1.232 0.709 0.082 -0.111 0.063
(-0.41) (0.18) (-1.08) (0.88) (0.89) (-0.43) (0.45)
eventF 81 81 82 81 143 468
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All P1 P2 P3 P4 P4 — P1

Panel A: +3&YAE2] ¥E

bl 0.011##%  0.017##  0.003  0.008  0.016%x  0.000
(3.83) (2.98)  (1.52)  (0.76)  (2.48)  (—0.05)
AS A E 0.004%%  0.006%  0.007#+ —0.002  0.003  —0.003
(2.12) (1.77)  (2.03)  (=0.72)  (0.47) (=049
Alog el 0.155%x+  0.217##%  0.219%%  0.048 0.066  —0.151
(3.67) (3.11)  (2.40)  (0.53)  (1.02)  (-158)
Alog AdlthE  0.173%x+  0.222%%%  0.247#¢  0.058 0.090  —0.132
(3.85) (2.97)  (2.53)  (0.59)  (1.33)  (=131)



AAmihud 0.000 0.000  0.001  0.001*  0.000  0.000
(0.42)  (0.26)  (0.30)  (1.95)  (=0.80) (-065)

AMiE-wiEEsE 2875 0382 —6.919 2533  —3.863 —4.245
(=0.97)  (0.30)  (=0.90) (1.28)  (=0.76) (081

MATITIEETE 0003 0,012 -0.006  0.032  -0.012  0.000
(=0.23)  (-1.09) (-0.16) (1.10)  (—=0.66)  (0.00)

Panel B: 7295 B 7R &Y #Eo] HE

Al E (%) ~0.047  —0.102  0.063  0.044  —0.201  —0.099
(=0.28)  (=0.40)  (0.17)  (0.13)  (=0.67) (~025)

AEFBR (%) 0.086 0.407  0.045  —0.189  —0.014 —0.422
(0.55)  (1.63)  (0.17)  (=0.41) (=0.04) (~1.00)

B Hosvheratic 0.152 0472+  —0.048  0.039  0.184  —0.288
(0.96)  (1.98)  (=0.17) (0.09)  (0.54) (=069

AR? (%) -0.121  -0.306  0.078  0.996%+ —0.873 —1.646
(=0.44)  (=0.67)  (0.14)  (2.06)  (=1.54) (=027

Al e} —4.041% —7.493+ 2738  —5.938 —9.138% —0.568
(-1.85)  (-1.68)  (0.73) (-1.05) (-2.20) (=0.78)

AAR(L) (%) -0.410  —0.003 -1.122 -0.059  —0.005 —0.002
(-1.31)  (=0.04) (=1.29) (=0.43) (=0.06) (=0.01)
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P2 P3 P4 AE5 P4 - P1

P1

All

1,126 0.438 0.887:

0.17 65

—0.082

0.386:%3 0.238

AT A}2EAL
Hl& (%)

(3.88) (2.55) (2.21)

(0.86) (=0.68) (3.41)

(4.24)

—0.001 —0.003 0.001 —0.006

0.006

0.004

0.001
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(0.69) (0.53) (1.32) (=0.76) (=1.17) (0.28) (—=0.87)
%I%ﬁ%k 0.005 0.039 0.132 -0.077 -0.073 0.004 -0.113
(0.14) (0.44) (1.28) (-1.02) (-1.19) (0.06) (=1.03)
AI%ﬁEH; 0.022 0.118 0.163 -0.040 ~0.094 -0.012 -0.212
(0.52) (1.04) (1.39) (—0.46) (-1.32) (-0.15) (-1.58)
AAmihud -0.003%*  —0.001  —0.001x 0.000 -0.001 —0.007* 0.000
(-2.03) (-1.22)  (-1.76) (0.56) (-0.91) (-1.69) (0.11)
gﬂf_uﬁg 3.447 5.371 —0.075  9.51s#x 13.745%x -5.022 8.374
(1.38) (0.81) (=0.05) (2.88) (2.07) (-0.87) (0.89)
gﬂf@:gg -0.007 0.004 —0.012  0.036%#x 0.012 —0.045 0.008
(—0.48) (0.32)  (-0.72) (3.16) (1.20) (-1.00) (0.47)
Panel B: 79F ¥ FlEaEYXEY WE
(A;Z*)QI% —0.229%%%  —0.110  —0.121  —0.221% —0.2%% —0.381xx -0.091
(=3.92) (-0.86) (=1.23) (-1.82) (=2.03) (—2.66) (=0.56)
(A;ji)%% A 0.039 0.071 0.233 -0.070 ~0.066 0.033 -0.137
(0.45) (0.32) (0.98) (=0.39) (—=0.36) (0.20) (=0.48)
Aldiosyncra
tic -0.022 0.023 0.251 -0.138 -0.148 ~0.065 -0.171
W53 (%)
(—0.25) (0.10) (1.06) (—0.74) (-0.83) (-0.40) (-0.60)
AR? 0.077 0.148 0.080 —0.068 0.007 0.160 0.769
(1.31) (1.04) (0.75) (-0.51) (0.07) (1.18) (0.27)
AWE} 1.729%% 1.440 —-0.384 1.331 2.209 3.064% —0.141
(2.04) (0.74)  (-0.22) (0.66) (1.08) (1.81) (-0.82)
(A({%};(l) —0.023+ -0.026  —0.022 -0.034 0.014 -0.036 0.040
(-1.87) (-1.01)  (-0.73)  (-1.14) (0.50) (-1.53) (1.06)
AF-AH ~0.004 0.029 ~0.022 -0.033 -0.007 0.005 -0.036
(-0.30) (0.97)  (-0.63)  (-1.07) (-0.19) (0.17) (-0.75)
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All P1 P2 P3 P4 P4 — P1
Panel A: #&§X#°] ¥&E
AT = . _
M (%) 0.004#%x* 0.001  0.002%x 0.003 0.011#%x  0.0116%=
(2.92) (—0.28) (2.48) (0.98) (3.12) (2.54)
AZ| A& 0.003 0.001 0.008«x  —0.002 0.001 0.000
(1.42) (0.31) (2.48)  (-1.38) (0.19) (0.01)
Alog A& 0.027 —0.063  0.267*xx  —0.165% -0.108 —0.045
(0.60) (—0.89) (2.85)  (-1.78) (—1.53) (—0.45)
éﬁ%rﬂ% 0.058 —0.061 0.313xxx  —0.145 -0.062 —0.001
(1.11) (—0.75) (2.81) (-1.38) (-0.74) (—-0.01)
AAmihud —0.003% 0.000 —0.008% 0.001 0.000 0.000
(—1.66) (1.31) (=1.77)  (1.52) (0.07) (—0.43)
2~
Ai‘jﬂf = —0.322 1.832% —6.878  —1.907 7.601% 5.769
(-0.11) (1.71)  (-0.90) (-1.22) (1.96) (1.43)
2~ _
gﬂﬁ%‘j)"; —0.024 0.02%x  —0.094x 0.007 0.011 —0.009
(—1.24) (2.50)  (—1.74)  (0.45) (0.92) (—0.66)
Panel B: 79& % Flaay)# W&
Aol —0.166%* —0.013  —0.157 —0.123 —0.354%%x —0.340%x
(%) . " . . . . .
(-2.45)  (-0.12) (-1.11) (-1.00) (—2.94) (—2.07)
(A;f)f%—ﬂ 0.041 —0.008  0.390  —0.295  —0.210 ~0.202
(0.36) (—0.04) (1.63)  (=1.42) (—1.20) (-0.76)
Aldiosyncra
tic WA 0.024 —0.046 0.421% —0.340 —-0.256 -0.210
(%)
(0.22) (—0.23) (1.80)  (—1.64) (—1.43) (-0.77)
AR? (%) —0.001 0.004 0.027 0.182 -0.152 2.987
(-0.01) (0.03) (0.22) (1.40) (—=0.99) (1.06)
AH|E} -0.225 -1.228 —1.827 1.968 1.758 —0.156
(—-0.24)  (=058) (-1.20)  (0.85) (0.95) (—0.80)
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ASIol 93 XEET]Q

All P1 P2 P3 P4 AZA P4 — P1

Panel A: F#&HIRFZ W&

AthAHEaLH]

2 (o) 0.524 5 0.037 0.032 0.46%xx 1.619%+x  0.497x#x  1.581wxs
(4.92) (0.13) (0.20) (4.83) (4.51) (2.64) (3.39)
AZ A& -0.003 ~0.007 ~0.002 ~0.003% ~0.002 ~0.001 0.005
(-1.42)  (-1.32)  (—0.48) (-1.73) (-0.69) (-0.21) (0.93)
Alog 7 -0.021 -0.077 -0.016 -0.125 ~0.007 0.060 0.070
(=0.53)  (=0.75)  (=0.17) (-1.61) (-0.11) (0.71) (0.57)
%IOH%EH% —0.024 ~0.005 —0.034 ~0.069 -0.011 -0.012 ~0.006
(=0.53)  (=0.04)  (—=0.30) (=0.74) (=0.14) (=0.12)  (=0.04)
AAmihud 0.001 0.000 0.001 0.000 0.000 0.004 0.000
0.13) (-0.76) (0.34) (0.08) (~1.20) 0.12) (—0.15)
Ai”ﬂf’“HE 3.873% 3.048 1.456 10.109%# 13.606+ —3.445 10.560
(1.80) (1.05) (0.67) (2.16) (1.85) (-0.76) (1.34)
Agﬂﬁjﬂg 0.019 0.023% 0.010 0.003 0.009 0.038 ~0.014
(0.67) (1.87) (0.42) (0.31) (0.88) (0.40) (-0.91)

Panel B: 795 ¥ TR A# W&
AT E (%) —0.259%xx  —0.14%x* —0.135%x —0.154%x —0.13%x —0.533 %% 0.009
(-6.19) (-2.23) (=2.15) (—=2.46) (-2.14) (—4.62) (0.11)

—0.095 0.031 —0.154 —0.325+ —0.048 —0.026 ~0.079
(%)

(-1.03) (0.16) (-0.94) (—1.82) (-0.28) (-0.12) (—0.30)
Aldiosyncrati -0.125 -0.023 -0.139 —0.392## ~0.070 ~0.052 ~0.046

c W5 (%)
(-1.37)  (=012)  (-0.87) (-2.21) (-0.42) (-0.23)  (=0.18)

AR? (%) 0.031 0.044 —0.102+ 0.119% -0.011 0.072 —1.479
(0.90) (0.60) (—1.86) (1.72) (=0.17) (0.87) (=0.67)
AR E} 0.902 1.404 -0.708 2.395 -0.076 1.231 -0.056
(1.35) (0.89) (-0.46) (1.56) (-0.05) (0.96) (—0.55)
AAR(1) (%) -0.012 0.003 0.004 0.002 -0.015 —0.038%x -0.018



(-1.52) (0.15) (0.22) (0.09) (-0.93) (=2.44) (—0.69)

Av‘i'—é_ﬂ] —=0.009 0.015 0.030 0.022 —0.041#x* —0.043* —0.056
(=0.76) (0.55) (1.00) (0.89) (—=2.05) (-1.91) (—1.68)
eventy® 81 81 82 81 143 468

=

T)

(1) TFTAYD 309 A BFFAIL o] ASP| ©hE FEZZQ T
(2) & o]d 7|7k —90~—1%, T o]F 7|7k +1~+90Ud R FFo] T4
(3) A=38 o]F 7|ke] HH S - o] 7|3+ FAFHA

(4) w22 = 212} 10%, 5%, 1% S2olA o8

<& 9> ABAA AU FHN G hIF G BAIN 3 -

Tuj= A DAY HE

All P1 P2 P3 P4 P4 - P1

Panel A: GFEFAFEY BHE

(A,'g)““EHl% 0.002%%  —0.002 0.002:=x 0.002 0.005%%  0.00731*x
(1.97)  (—084)  (3.60) (1.16) (2.07) (2.03)
A& -0.001  —0.001 0.003 —-0.003 —0.004 —-0.002
(-0.29) (=029  (0.92) (-1.39)  (=1.00) (-0.39)
Alog A Z -0.020  -0.097  0.125 —0.114 —-0.091 0.006
(=0.39)  (-120) (1.22) (-0.85)  (-1.12) (0.05)
%ﬁﬂg 0.010 -0.104  0.135 —0.056 -0.014 0.090

(0.17) (-1.14) (1.17) (-0.38) (=0.14) (0.67)
AAmihud 0.011 0.000 0.031 0.000 0.000 0.000
(0.88) (-0.24) (0.88) (0.70) (-0.92) (-0.64)

2 1.469 2.155  —2.440 5.600 3.829x 1.674
(0.64)  (1.30) (—0.40)  (1.48) (1.80) (0.62)

JR—
Q}UH(T%)”HE 0.021 0.013 0.051 0.016 —0.008 —-0.021

(0.53) (1.41) (0.44) (1.06) (=0.75) (-1.48)



Panel B 79& ¥ Flagy~#Ee W&

AFO)E (%) —0.18*%%x —0.070 —0.256%x —0.107 —0.222#*x  —0.152
(-3.82) (-096) (-2.32) (-1.39) (—3.85) (-1.63)

A ~0.155  0.026 —0.160 —0.534%x  —0.108  —0.134
(-1.56)  (0.13) (=0.83) (-2.23) (=0.67)  (—0.53)
f%%;yxgc{%i) ~0.16%  —0.038 —0.095 —0.54%%  —0.153  —0.115
(-1.67)  (=020) (=051) (-2.29) (=0.95)  (—0.47)
AR? (%) ~0.003  0.064 —0.016  —0.030  —0.033 0.385
(-0.07)  (0.85) (—0.20) (-0.35) (-0.53)  (0.17)
AW E} ~0.010  0.440 —1.942%+  2.494 0.825 ~0.097
(-0.01)  (0.28) (-170)  (1.54) (0.49)  (-0.99)
AAR(1) (%)  —0.008 —0.03+ —0.008  —0.005  0.013 0.043
(-0.76)  (=179) (—0.43) (=0.19)  (0.61) (1.58)
AR 2] 0.003  0.024  0.029  —0.045  —0.024  —0.047

(0.25) (1.13) (1.13) (—1.18) (—=0.87) (—1.37)

eventsr 78 112 46 79 315
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All P1 P2 P3 P4 A P4 - P1
Panel A: 7&XES] P&
%ﬂlfg)‘—}iﬂl 0.590 5 -0.063 0.088 0.601##  1.865%wx 0.514% 1,928
(4.89) (-0.19) (0.47) (4.59) (4.56) (2.58) (3.62)
A& —-0.004  —0.012%x  —0.006 —0.004 -0.001 0.001 0.0107+
(-1.51) (=2.17)  (-1.46)  (-1.84)  (-0.32) (0.15) (1.71)
Alog A= -0.028 -0.170 —-0.092 —-0.136 0.002 0.135 0.171
(-0.57) (-1.32) (-0.84) (—1.42) (0.02) (1.26) (1.10)
%I%(]gEH% -0.037 -0.076 -0.124 -0.058 0.005 0.023 0.080
(-0.68) (-0.56)  (=0.96)  (—0.49) (0.05) (0.19) (0.47)
AAmihud 0.003 0.000 0.003 0.000 0.000 0.010 0.000
(0.21) (—0.38) (0.46) (=0.15)  (-1.28) (0.18) (-0.27)
Ajﬂﬁ_uﬁ—% 4.3 3.541 2.277 10317« 13.534 -2.977 9.993
(1.73) (0.66) (0.73) (1.79) (1.62) (—0.66) (1.01)
Ai‘jﬂﬁ(—(%‘:g}- 0.089 0.0415 0.021 -0.014 0.007 0.264 -0.033



(0.91) (1.79) (0.68) (-1.02) (0.62) (0.81) (-1.30)

Panel B: 7°9&F W Fla&¥FxS] WE

~
Aol E

%) —0.296%xx  —0.155%x  —0.142% -0.120 —-0.095 —0.685%xx 0.060
(—4.38) (—2.03) (—1.85) (—1.34) (—1.30) (—3.40) (0.56)

(A;j)T{ + -0.167 —0.072  —0.379%=x  —0.421%x  —0.049 -0.021 0.023
(-1.27) (-0.32) (—2.29) (=2.02) (—0.24) (—0.06) (0.08)

Aldiosyncra

tic M54 -0.186 —-0.131 —0.367%x  —0.504%x  —0.047 -0.006 0.084

(%)
(—1.41) (—0.60) (—2.33) (—2.44) (—0.24) (—0.02) (0.29)

AR2 (%) 0.020 —0.009  —0.174%x  0.191xx —0.024 0.074 —2.544
(0.46) (—0.10) (—2.30) (2.10) (—0.26) (0.74) (—0.99)

AW E} 0.749 1.503 —0.432 3.705%x —1.041 0.301 -0.014
(0.97) (0.86) (—0.22) (2.06) (=0.55) (0.21) (=0.11)

(A%})Q(l) -0.015 —-0.007 0.002 0.007 —-0.030 —0.033x -0.023
(=1.54) (—0.34) (0.08) (0.29) (—1.56) (-1.70) (—0.81)

AT =0.009 0.030 -0.013 0.028 -0.006 —0.054%x -0.036
(=0.70) (0.99)  (=0.45)  (0.87)  (=0.19)  (-2.02)  (=0.84)
events 81 81 82 81 143 468

e

T

(1) BFFAYD 309 AT 2YFAY 7ke] Asp] e TEZFe T#

E)5
=

(2) &3 o]d 7|7k —90~-31¢, &3 o]F 7|7k +31~+90YU R slof B4,

(3) A 3

(4) #x, s = Z42F 10%, 5%, 1% FFNA 2%



<E 11> AR oA FAAe) he GF B4 4 -

%= A

All P1 P2 P3 P4 P4 — P1

Panel A: #&FRHEL] HE

AZT] =1

o) 0.001 —0.004 0.002%x%x 0.002 0.002 0.006
= (%)
(0.62) (=1.10) (3.20) (0.87) (0.87) (1.40)
A:’j A& —0.002 —0.003 0.003 —0.004 —0.006 —-0.004
(—0.64) (=0.45) (0.63) (-1.31) (—1.66) (-0.52)
%I%ﬁra —0.049 —0.142 0.037 —0.035 —0.085 0.057
[e]
(=0.79) (—1.40) (0.29) (-0.22) (=0.77) (0.38)
Alog B _
A= 0.014 0.146 0.008 0.065 0.042 0.188
(=0.20) (=1.27) (0.06) (0.38) (0.32) (1.08)
AAmihud 0.018 0.000 0.052 0.000 0.000 0.000
(0.93) (=0.49) (0.94) (0.33) (=1.10) (-0.60)
AnfE=—wj _
T 57} 2.682 2.338 0.564 9.567 2.049 0.289
(1.06) (0.96) (0.09) (1.65) (0.78) (=0.08)
Avi) 5 - .
T}t (%) 0.132 0.009 0.374 0.014 0.019 0.027
(0.91) (0.71) (0.92) (0.75) (=1.51) (=1.57)

(A;f)gtir —0.223%x —-0.099 —0.408% —-0.099 —0.155%x —-0.056
(—2.57) (—1.09) (-1.81) (—0.95) (=2.04) (—0.47)
(A;?)%‘lv} —0.271%x 0.023 —0.484%x  —0.657%x —-0.034 -0.057
(—2.35) (0.00) (—2.25) (—2.24) (-0.18) (-0.19)
Aldiosyncr
atic WHEA  —0.268%x —0.047 —0.391% —0.663x#x —-0.083 -0.036
(%)
(-2.38) (=0.22) (-1.81) (=2.29) (=0.43) (=0.13)
AR? (%) 0.004 0.125 —-0.023 —-0.087 —-0.026 —-0.240
(0.08) (1.16) (—0.26) (—0.87) (—0.30) (—0.08)
AME} 0.362 0.812 —1.337 3.374x 0.572 -0.150
(0.41) (0.44) (-1.05) (1.71) (0.27) (-1.10)
AAR(1) —0.012 —0.043%* —-0.010 —-0.029 0.025 0.0672xx



(=1.06)  (-2.18) (—0.46) (=0.90) (1.13) (2.30)
ARk 0.008 0.025 0.010 -0.011 0.001 -0.024
(0.51) (0.88) (0.32) (=0.30) (0.02) (=0.54)
events: 78 112 46 79 315
(1) TFTAYD 309 A} TFFAIL o] ASSe e FEZQ &
(2) & o] 7|7k —90~—-31, T o]F 7|3k +31~+90L & dfo] &4
(3) A=28 o] 7|3te] FHFAA L o] F 7|3te] R FHA

(4) #xx, wxx = 242 10%, 5%, 1% G-l A

o



2) ABALA oA ] FAA o] hE FFEA - 3 AR
b AR - gata wE

ASALA] ZFe] A el & X2A el txpta WE(ASDY -84 2
T7tasA 1te] BAE AHRET] 98] ofEle} To] IATAE HAAE
Hofom 1 AyE <% 12>9F 7}

ALiquidity ; or AEf ficiency , = a+ B,ASI, + B,AMarket Cap , + B;A Volatility , +
2016 Mar
B, Pre — Issue Price ;+ B;KOSPI,+ > B¢, YearMonthDum ;, + ¢,

t = 2005

o EATIZE Ao e o] 7ZHs wHFAIY 90d HFH weFAd 31
A A7A, W o] F 7|7k W FAY o] 31UFE 90L7MAZ A9

o ASL ALz} @ PIAd 308 A thabdare] FolE waF
Aol F WYFALE e gl

o AMarketCap: 3 o5 717t H A|7FF Ao wa o] 717 H

A 71E 4 8] Afo

o AVolatility: 3] o]% 717ke] FolEo] HFEHAPA e o]x 7|3t
o] ol g FFAALS] Ao

o Pre—IssuePrice: &3 o] 7]ZF(pre—issue period) &<t 4 F7
Bt

« KOSPI: gu®¥<= KOSPI 87149l 49 1, 284 4o 0

»  YearMonthDum,,: TV AEARY el AlF S Yehde 3 €
a7

-

8784 Aspol A AR el Ael el HEA ASISH F5A E
o #AE Avluw 8%, AdFee F(5)9 AFE, Amihud VIFE
871% vjF-vj s bol ok (2] ASE ey §o
vE WS eAE gk



<X 12> 3HAEA

&R E
(1) (2) (3) (4)
EEE t—stat 74313} t—stat A Ah d t—stat  "F-viE  /—stat
UE ) minu _-3_7}(%)

Intercept —0.102%++  (=3.71)  —0.286  (=041) 0.0353 (1.15) 0.258 (1.29)
ASI 0.178 (0.87) 2.063 (0.40) —0.0149 (=007  —1.428  (—0.96)
?;garket 0.000849 (0.23) 0.0788  (0.85) —0.00935%+ (-226)  —0.0288  (—1.07)
Avolatility 0.0117##x  (13.51)  0.409#%++  (17.78)  —0.000346  (—034) —0.0172%+ (—2.57)
grr{ccglssue 0.00002 (1.33)  —0.00017 (=050) —0.00004# (=255) —0.00014  (—1.40)
KOSPI 0.00161 (0.47) 0.142%  (1.66) 0.00233 (0.61)  —0.0323  (—1.30)
Number
of . 325 322 322 322
observation
S
Adj. R? 0.510 0.585 —0.102 0.145

FIEEG AT

(5) (6)

A A

AR(1) {—stat Boajn) (—stat
Intercept 0.0909 (0.62) 0.263 (0.85)
ASI 0.321 (0.29) 0.515 (0.22)
Amarket 0.0126 (0.65) 0.0567  (1.36)
cap
Avolatility 0.00883% (1.89)  0.00484  (0.47)
Pre—issue 0.00007 (1.02)  —0.00002 (—0.15)
price
KOSPI —0.0440%  (—2.41)  —0.0139  (—0.36)
Number
of . 325 322
observation
S
Adj. R? 0.079 —-0.040
* p<0.10 #x p<0.05  w##x p<0.0]



W) 3 - el A i

ARALA AolA ] e =AY FuE AAYG WE(ASS)T HEA
9 EhEEA e WAE Awuo] 98 ohdsh ol HARHL AN
B merom o Az <E 13>3 o ABAA AN e

A ASSOt FEEAE el eon e AW E S vERA] gk

ALiquidity ; or AEf ficiency ; = a+ B,ASS; + B,AMarket Cap ; + B;A Volatility ; +
2015 Now

BPre — Issue Price ;+ B;KOSPL,+ > [Bg YearMonthDum ;, + ¢,
£ =205 ’

1

o AMarketCap - W3 o] 7|3+
I A 7S] Aol

o  AVolatility @ &3y o]F 7|3k FolEY FFHAFA e old 7]
Zke] FelE 9] EFEAte] Apol

e Pre—IssuePrice : %3 o] 7|7 (pre—issue period) &°Fe] FA F

ki

A7hE el A e o) 713t

e KOSPI : gu]¥4=. KOSPI A&71491 4% 1, 138x] ¢gom 0
*  YearMonthDum,, @ QWA ASARY e A vYehdle A3 €
&



<% 13> FATA - Fvl= AZEF HE
7& IR E
(1) (2) (3) (4)
ERE: t—stat 7{aAHB¥ t—stat A Ah d t—stat  "WlF-vlE  t—stat
= G mihu §7}<%)
Intercept 0.0336  (1.51) 0.122 (0.27) 0.0191%+ (2.29) 2.152 (1.44)
ASS -1.008  (-0.35) 25.6 (0.44) 0.752 (0.69) 83.32 (0.43)
?argarket 0.0014  (0.31)  0.236%#*  (2.53)  —0.00886%++ (=516) —1.962%+x (—6.41)
o 0.0155%+ - .
Avolatility N (14.15)  0.395%++  (16.90) 0.0004 (0.99)  0.338xxx  (4.42)
Pre—issue _ _ _ e _ _ —0.00437% .
price 0.00001  (=0.60) —0.00014 (—0.37) 0.00001 (~1.60) L (=3.61)
KOSPI 0.002 (0.34) 0.127 (1.31) 0.002 (1.11) -0.229 (~0.72)
Number ~of 315 312 312 312
observations
Adj. R? 0.476 0.602 0.999 0.202
FIEEGRFE
(5) (6)
A A
AR(1) t—stat Bojn) t—stat
Intercept 0.102 (1.17)  0.466%=x  (2.60)
ASS 2.938 (0.26) 5.524 (0.24)
Amarket 0.0372+  (2.10)  0.0754+  (1.90)
cap
Avolatility 0.0045  (1.05)  —0.0002  (—0.03)
Pre—issue 0.00009  (1.20)  0.00008  (0.57)
price
KOSPI T0.0404% 9 17)  —0.016  (~043)
Number  of 315 311
observations
Adj. R? 0.069 0.120
* p<0.05 #% p<0.01 k% p<(0.001



3) & gfio] vk 1y

£ Aol A= 20059 HH 20163
T L R 10099 o] 3l 73%-5 E o B AAste] A Ao} A

Ak FANG FE5H D FAREH AL TS AFHnA Sl

olw] AALA 2] A Y F kA o8 N BEAA | o9& o] Fol X = A7)
WS A o 7| d3FAAE] FANY R S g e 2y RS
Aol ks Aol on] le Aolvh. = Al AP A A 7] AR}

=0 FA AxRE ARt HAEAMAAIFE+= Thomson  Reuter
Convertible IndicesE & Qo™ & Ao A= ofrJo} HEALAHS] 75
ey R 7]Fo w2 m gEst 198 oS Agol EFATIAL Tz,

gt 7199 ASARAE o] Boll thet A e dots Rt FE kAL
NS e FRERE H9E A TS AV EY offd] <9 14>
2 <39 16> 2ok A5 W) s TS 938 715 1,00090 € o) o]t
7P o, EE 713 T o] AEAR 2 F 4687 T 1,0009 9 WREE
87F 4133024 AA 23 Ad5e] 88%E AAskaL lvk. Wi ey
2 ol Avny <ay 15> 9 <3y 17>3) gon] W
708 ol AE AT R 1,000 o] f R LEe] F3o] oF15.7x%
o 2A AA defNel oF 66%E A3t QYT

=

25) Thomson Reuters Global Convertible Indexi: ASFALA A Q] F A A F=2A 2014
d 649 Thomson Reutersol] €& 24%7] o+ UBS Global Convertible Index&}+=
w2 *}“‘lﬂ"“ﬁr ksl ?F‘joﬂ fﬂrE X] HY 712 Ao mk g 4853 9l
= v A QE, 49 4 AL, ofrjo} H AR AP 19ES HAFgdo
2 A& 9)\
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w250 oo w2509 3 0|y ~5009 3 OjTr
=500 O[4 ~ 1000 O/ «1000HE o4 ~2000% 2 O|Tt
=000 2 Ok
< 2~
<19 16> 2 FRE HES

(2005d~2016d 3¢, &9 A, %)
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F2AA Gl tigh ks e RS FAS H A ‘H Bz} gt} HLBJJ T
51,0009 9 o]l HEAAE FEOR sl e o] 7|3hs Wa A
d 59 AEH TFATAA 19 A7A Y 7)oz, whe o] 3 VhE Hy
Al 1Y o] 7B WA o] F 5A7A] 9] 7|3 o R ot F FAA
Aspsel ek ASARY A AR Y dFe At HE(AS) B
T G HE(AS9)E ol&ste EAsRY ZH7; ot <iE 14> H
<¥ 15>9} 2t} <% 14> D <¥ 15>9 BEAAF HTA HAA XE
Zo] 2ol s Panel A9 fFEdAEE AWHH O PHtd o= YER
om 53] AdZE, Addee FnsiA St AR vERT ¢
ol b 247y 527 H 3370 EielEE XEZYS S Ao
Ne Ao Forent

<HE 14> QA 2 Az o] T Ao
ol kel 7

All P1 P2 P2 - P1

Panel A F&EXFS] HE

AN AR & (%) 1.334%x 1.38%x 1.442%% 0.063
(3.26) (2.65) (2.07) (0.07)

A3 & 0.001 0.0023x 0.000 —0.002
(1.48) (3.34) (-0.02) (-1.36)

Alog A ek 0.139sx 0.219%x 0.065 —-0.154
(2.20) (2.37) (0.69) (—1.16)

Alog Adidl+= 0.113%* 0.184+ 0.043 —-0.141
(1.75) (1.93) (0.44) (—1.04)

o

26) iAol = Witk Al Aeln AgALA Ao A XA EAeA kot FAA
S FAABAAA Do 20 RS0 A AN AN Fo A A

_{
12 m\

o]
AR .

et
>

&3 o Aew



AAmihud 0.000 0.000 0.000 0.000
(—0.82) (-0.48)  (-0.91) (—0.23)

A& —vl = & 7} —14.800  —22.981 —7.192 15.790
(—-0.68) (—=0.50) (-1.12) (0.34)

AvlF-ml =57}t (%) —-0.020 —-0.003 -0.022 -0.019
(—=1.09) (=0.17)  (-0.63) (—0.50)

Panel B: 9)F ¥ FIla&x79 HE

AT E (%) —-0.251 0.192 -0.303 —0.495
(—0.80) (0.45) (—0.84) (—0.89)

ARZAA} (%) 0.375 1.094 5 —-0.330 —1.424x
(1.27) (2.77) (-0.91) (—2.65)

Aldiosyncratic HEA (%) 0.153 0.709% —0.409 —1.118%*x
(0.57) (1.83) (-1.19) (—2.16)

AR? (%) 0.059 0.144 -0.213 -9.241
(0.17) (0.27) (—0.47) (—0.86)

AW E} 2.405 6.364 —2.877 —-0.357
(0.48) (0.78) (—0.41) (—0.51)

AAR(1) (%) —0.236% —0.379% —0.036 0.343
(—1.76) (-1.87)  (-0.19) (1.22)
event<r 26 26 52

=

(1) TyFAY 308 A FFFAY 7] ASP| e TEZYS +&

(2) & old 7|zk —5~—1d, ¥ o]F 7|7k +1~+5U=R F}o B4

(3) A=) o|% 7|3te] FASAX - o] 7|7he] HASHAXA

(4) #px, sx = 22 10%, 5%, 1% FFNA o8t



<HE 15> AIAA Aol A ] FAA Gl g Fek e FE 1,000 €
ool A - T AAY WE
ASSe] 93 TEEZT S
All P1 P2 P2 - P1
Panel A: #EFAFY W&
AZHERE (%) 0.067 x5 0.084#x 0.052:x -0.032
(3.35) (2.52) (2.18) (=0.79)
A3 & 0.001 0.000 0.002sx 0.003
(1.18) (—0.09) (2.76) (1.29)
Alog A% 0.1975x 0.145 0.246% 0.100
(2.23) (1.29) (1.79) (0.57)
Alog A= 0.164x 0.109 0.216 0.107
(1.84) (1.00) (1.53) (0.60)
AAmihud 0.000 0.000 0.000 0.000
(—1.40) (—=0.75) (—1.44) (—=0.05)
A —vl = 5 7} —30.258 —61.063 -1.265 59.800
(—1.42) (—1.42) (—0.29) (1.38)
A= =57} (%) —-0.008 0.004 —-0.020 -0.024
(—0.32) (0.31) (—0.40) (—0.47)
Panel B 7°9F ¥ TFla &YX A HE
AT E (%) —0.867%#x —0.998#x —-0.743 0.254
(—2.49) (—2.42) (—1.32) (0.36)
AZRZAA} (%) 0.619x 0.034 1.175x 1.136
(1.78) (0.08) (2.31) (1.69)
Aldiosyncratic ¥4 (%) 0.468 0.176 0.742 0.566
(1.38) (0.46) (1.34) (0.84)
AR? (%) —0.006 0.035 —0.044 3.358
(—0.01) (0.06) (—0.06) (0.25)
Al E} 4.491 2.761 6.120 —-0.079
(0.68) (0.26) (0.73) (—0.08)
AAR(1) (%) —0.096 —0.138 —-0.057 0.081
(-0.61) (-0.52) (—0.30) (0.25)




event 16 17

(1) gL 304 dap BPgA|d He] ASSe| wpg TEZEL -2
=l

(2) & o[ 7|k —5~—1%, T o] F 7|7k +1~+54 = dfo] 4

Ao YeA frad SHdlA
He AdE BHoFa vk 3 <k 17>elKe THE A
(ASS)o] fredAxest Fvd BAE HoFA X 2|

= 370l B3tk © 71l Aew

”
i
+
~



<E 16> AR - FAFE 100099 )4, 4T WE
YA
(2) (3) (4)
A A A -
5 t—stat a t—stat - t—stat vl —ul%=  t—stat
BEE Az Amihud s
Intercept ~000688  (=0.72)  0.837 (0.42) 00730 (5584)  2.380%x  (6.37)
ASI —000120  (-0.02)  —29.68  (-1.90) 9374 (_3682)  7.603%  (2.61)
?;garket 0.000423  (0.32) 0.216 (0.77) 000642 s543) 0144w (—277)
Avolatility — 0-09399*  (550)  0.811se  (5.41) 0000963 (g g7y mO195%x gy
Pre—issue  —000000 _ _ _ -0.0000473 ,_ ~0.00189
brice o (-0.22)  —0.000106 (~0.07) 00! (-49.02) ~O00189 (gg1)
KOSPI 0.0151%  (667) 1261w (2640 0073 (sss3) 7O (g4
Number of 59 51 51 51
observations
Adjusted R 0.981 0.833 0.994 0.837
T E S YR E
(6)
A A
AR(1) t—stat Boajy) t—stat
Intercept —0.720% (—2.44) —0.485 (-1.36)
ASI TO804 _420) 1920 (0.69)
o TOI50x (367)  —0.194%  (—3.90)
cap #
Avolatility 138 (620)  0.0767%  (2.87)
Pre—issue  0.000770 (354 0000163  (0.62)
price ok
KOSPI 0.195%  (2.78)  0.637+x  (7.48)
Number of 59 51
observations
Adjusted R* 0.926 0.968
* p<0.10 #x p<0.05 sk p<(.01



<E 17> 3FEA - WAFE 1,00099 oy, TrlE AL AE
7& X E
(1) (2) (3) (4)
2~ _
51%% t-stat ;e tostat B t—stat “HEE;H t—stat
(%)
Intercept 0.0233% (1.95) 0.264 (0.30)  —0.00235 (-0.35) —0.289  (—1.32)
ASS -1.110 (-0.78)  —69.35  (=0.67)  —0.257  (=0.33) —15.51  (—0.61)
?ansarket 0.00140 (0.49) 0.317 (1.40)  —0.00209  (=1.21) —0.108% (—1.94)
Avolatility 0.00411%++  (7.16)  0.324#++  (5.92) —0.000175 (—0.42) 0.00155  (0.11)
grr{ccglssue —0.0000154 (=1.63) —0.000559 (—0.82) 0.00000222  (0.43)  0.000256  (1.53)
KOSPI -0.000725  (—0.19) 0.150 (0.54)  —0.00124  (=0.59) —0.0124  (—0.18)
Number of 33 39 39 39
observations
Adj. R? 0.749 0.681 —0.206 0.021
TIIE GG
(5) (6)
ARA(l) t—stat _\?__)4}‘3] t—stat
Intercept 0.63 1%+ (2.64) 0.214 (0.35)
ASS —2.434 (—0.08) 33.24 (0.47)
Amarket —0.119% (=2.07)  —0.177  (-1.15)
cap
Avolatility 0.00354 (0.31) 0.0360 (0.96)
Pre—issue —0.000422%+ (-2.24) —0.000263 (—0.57)
price
KOSPI —0.149% (-1.97) 0.111 (0.59)
Number of 33 39
observations
Adj. R? 0.367 0.181
* p<0.10 #x p<0.05 wxx p<0.01
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(%)‘ 0.261%#%  —0.317#x  —0.015%kx  0.053%x%  1.33wxx - 1,647
(3.45) (=5.16) (=2.77) (9.91) (5.02) - (6.06)
AZ] A& 0.003 0.005 0.006 0.001 0.003% 0.002 ~0.002
(1.62) (0.92) (1.01) (0.44) (1.77) (0.39) (-0.31)
Alog A 0.11 1% 0.065 0.212%x 0.138%  0.208%x% -0.002 0.143
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ABSTRACT

Impact of convertible bond arbitrage on Korean stock market

- liquidity and stock price efficiency

Cho, Byung Woo

Major in Finance

Dept. of Business Administration
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Hansung University

Convertible bond arbitrage is an investment strategy where investors
buy a convertible bond and, at the same time, short sell the underlying
equity to hedge the equity component which is embedded in the
convertible bond to pursue abnormal return from the underpricing of the
convertible bond at issuance. The risk of stock price change can be
eliminated by building up delta neutral position in the convertible bond
arbitrage trade and this delta neutral hedging consists of two phase of
trades which are initial delta hedging and dynamic hedging. Initial delta
hedging means the short selling to build up delta neutral position when
the arbitrageur buys a convertible bond and dynamic hedging means the
adjustment of short position subject to the change in stock price during
the holding period of the convertible bond to keep the delta position
neutral. Accordingly, convertible bond arbitrage is expected to impact on
the stock market thanks to the demand created for hedging the equity
position via short selling of the underlying equity. This study identifies

the arbitrage in the convertible bonds issued by Korean companies and
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analyzes the impact of the convertible bond arbitrage on Korean stock
market in the context of the liquidy and the stock price efficiency. 468
sample convertible bond issues have been selected from the convertible
bonds i1ssued by Korean firms during 2005 and March 2016 for the
analysis. The sample convertible bond issues have been divided into four
portfolios by the proxy of the arbitrage activity for the analysis and the
change in the market quality measures which are market liquidity
measures and stock price efficiency measures between pre—issue period
and post—issue period has been examined to analyze the impact of
convertible bond arbitrage on Korean stock market. As the proxy of the
arbitrage, this study employs not only the change in short interest as
Choi et al.(2009) tried but also the change in short selling, the adjusted
change in short interest and the adjusted change in short selling. The
adjusted change in short interest and the adjusted change in short selling
are calculated by the average of change in short interest and the average
change in short selling respectively between pre—issue period and
post—issue period. To reflect Korean stock market characteristics more
specifically, four different periods have been applied to the analysis and
the issue size has also been considered in the additional analysis.

According to the outcome, the presence of convertible bond
arbitrage in the convertible bonds issued by Korean firms could be
identified and the evidence of the general impact of convertible bond
arbitrage on the increase of the liquidity in Korean stock market could
be found with relative concentration near the announcement date.
However, the impact of convertible bond arbitrage on the price efficiency
was not evident.

General perception on the short selling has been negative among the
stock market participants from the view that short selling drives dropping

of stock price. On the other side, however, the short selling associated
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with convertible bond arbitrage can contribute to the improvement of the
market quality by enhancing the liquidy in the market and thus
ironically, there exists motivation for issuing firms to provide with stock
lending to make short selling easier, which can eventually offer them

better access to capital market.

[key words] convertible bond arbitrage, delta hedging, short interest,

short selling, liquidity measures, stock price efficiency measures
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