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Market Reaction to IT Security Investment Announcements
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ABSTRACT

Although Firms have been increasing their information security significantly to handle increased
security risks, the effects of information security were not well understood. This study aims to
investigate the market value of information security by employing the event study methodology. Our
research also explores how market responses vary depending on the type of information security
announcements. We collected 177 firm-level information security announcements between 2001 and
2017 in South Korea. For all samples, our results indicate that the stock market positively reacts to
information security announcements. We also conducted subsample analysis and found that while
information security certification announcement has a positive impact on the stock market, information
security activities (e.g. award, information security system) announcement had no impact on the stock
market. Our study adopted a novel approach (i.e. event study) for investigating the effects of information
security and found that information security investment positively affects firm value. Our results allow
managers to measure the effects of information security investment and help them make right decisions

on information security investment.
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Dehning et al. 2003; Im et al. 2001). & Lo = Apih B §OE AutE AR Zepltt o) V& &
7| S At 719 Rt A S v = 8 Tof e Atz e F7RAQl A5 B esial
t}. o] w, A9e FEAAT vl gAd e R SR} B 5 Qlrk =5 7)ol A okt Az !9
Atk L olfEE S84 B U EE OF S 1HE 2740] o] HRltk. & v 7Id B4
3 Qe T AEERS THE ARl Hlsh o Fes) oA Hlolut AR B E FA| THoJA HIEHE Ao &

Al o7]3 Qlom, olo] AR R T Exo} 7+ AR EEol=e
B WA W o] nhEoltt, BPelE, F4

el

0%

<H 4> ZEHEHS ZA|0f| CHEH AJZHEES

event window AR (%) t-value CAR (%) t-value
HAH| (n=177)
-2 014 0783 014 0.783
-1 0.06 0.405 0.20 0917
0 -0.02 -0142 018 0.665
+ 033 1.700* 0.51 1.499
+2 016 0.904 0.68 1.917*
YHES QIF 215 SA| (n=106)
-2 0.34 1.335 034 1.335
-1 -0.20 -1.054 014 0.477
0 012 0.582 0.26 0.795
+] 0.50 1776* 076 1706*
+2 018 0714 094 2107*
YEES S Ql, 4, 2% JHH, AAR EX) SA| (0 =71)
-2 -015 -0.620 -015 -0.620
-1 0.45 2.065** 0.30 0.877
0 -0.24 -0.962 0.06 0.123
+1 0.08 0.334 014 0.262
+2 014 0.555 0.28 0.493
HMEES AAEEXFZA] (0=11)
2 0.02 0.038 0.02 0.038
-1 0.85 1.319 0.86 0.887
0 -0.59 -1.817* 0.27 0.277
+1 110 2.037* 137 1.459
+2 0.84 1.982* 2.21 2.067*

AR BIEE%0/8, CAR AH[EaAolE

*p <01, p<0.05.
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