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A Study of the Deregulation of New Apartment Sales Price and
the Stock Price of Construction Firms

Yang, Choonsik”
‘Department of Real Estate Studies, Konkuk University

Abstract : This study is designed to examine the stock price of construction firms which are affected by the deregulation of
new apartment sales price, As empirical methodology, it uses the traditional event study analysis to test the influence of
the deregulation of new apartment sales price and the regression analysis to test which variables are related, The results
of this study are summarized as follows : First, the cumulative abnormal return of stock is positive when government
announced the deregulation of new apartment sales price, The cumulative abnormal return of stock for 21 trading day
before —10 to +10 day is 25.51% which is significant different from zero at 1 percent level, This result suggests that the
deregulation of new apartment sales price conveys good information to stock market that the firms performance will be
good in the future, Second, in the regression analysis this study shows that the cumulative abnormal return of stock is
related to firm’s profit margin ratio,
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Table 2. Independent Variable

Variables Description Unit
PMR (Gross Margin/Sales) *100 %
NIS (Net Income/Sales) *100 %
ICR (Earning Before Interest Taxes/Interest Expense)*100 | %
8 (Total Borrowings + Bonds Payable) / Total %

Assets*100
TLN (Sales/Total Assets)*100 %
ETA (Total Stockholder’ s Equity/Total Asset)*100 %
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Table 4. The Result of Regression Analysis (CAR -10~+10)

Before the Deregulation (t=-1)* After the Deregulation (t=0)
{Model 1> {Model 2> <{Model 3> {Model 4>
Variables Sign Coef T—stat Coef T—stat VIF Coef T—stat Coef T—stat VIF
a, 0.552%** 2.503 4.733xx* 4.443 0.802%** 3.209 3.581 xx* 2.852
PMR, - —0.041%%x —2.194 —0.038x* -1.941 1.476 —0.063%** —2.937 —0.084%*x* -3.212 1.693
NIS, —0.004 -0.355 1.626 —0.002 -0.372 1.971
ICR, 0.000 0.523 1.512 —0.000 -0.159 1.171
7B, —0.071%** —4.082 3.908 —0.049%** —2.841 3.687
TLN, —0.946%** —2.204 1.806 —0.821 -1.554 1.826
ETA, —0.043%** -3.672 3.255 —0.016 -1.1051 4.201
R 0.115 0.455 0.189 0.374
Adj R® 0.091 0.353 0.167 0.257
F 4.813%%* 4451 %% 8.624%** 3.191 %%
Significant leval at 1% : *** 5% @ *x 10 % : *
Table 5. The Event Period of Average Abnormal Return (AAR -20~+20)
Day KOSPI AAR T-stat KOSDAQ AAR T-stat KOSPI200 AAR T-stat
=20 —0.0013 -0.313 —0.0018 -0.184 —0.0034 -2.315
-19 0.0010 —0.055 0.0041 0.072 0.0038 2,641
-18 —0.0077 —1.473 —0.0012 —0.428 0.0005 —0.261
=17 0.0127 2.406 0.0194 2.375 —0.0011 —0.525
-16 —0.0186 —2.833 —0.0038 -0.137 —0.0029 —1.488
-15 0.0109 1.419 —0.0146 -1.795 —0.0084 —5.528
-14 0.0130 2.111 —0.0147 —1.837 0.0036 2.148
-13 —0.0055 —1.051 —0.0209 —2.405 0.0041 2.817
-12 0.0121 1.439 0.0031 0.873 —0.0017 -1.130
-1 0.0125 1.870 0.0033 0.460 —0.0014 —0.407
=10 0.0068 0.980 0.0205 3.991 —0.0016 —0.425
-9 0.0023 0.403 0.0059 -0.184 0.0089 5.456
-8 -0.0154 —2.933 —0.0072 —0.560 0.0051 2.707
-7 0.2426 30.332 0.0014 0.681 0.0008 0.800
-6 0.0019 0.455 0.0082 0.825 0.0015 1.261
-5 0.0022 -0.310 0.0009 1.124 0.0002 0.044
-4 —0.0071 -0.732 0.0021 0.405 0.0038 3.230
-3 —0.0180 —2.845 0.0111 1.692 0.0025 1.807
-2 0.0073 1.677 0.0207 3.636 0.0032 1.255
-1 —0.0051 -1.168 0.0206 3.905 0.0019 1.138
0 0.0074 1.579 0.0171 3.295 0.0019 1.153
1 0.0031 0.977 —0.0070 -1.014 0.0041 3.641
2 0.0184 3.270 —0.0013 —0.269 0.0019 1.271
3 0.0203 3.744 0.0182 3.971 —0.0012 -1.413
4 1.59E-0 0.383 —0.0047 —0.403 0.0026 1.551
5 —0.0095 —1.484 —0.0010 -0.529 0.0019 1.275
6 0.0076 0.914 0.0236 3.373 0.0015 0.799
7 —0.0005 —0.408 —0.0074 -1.305 0.0007 0.776
8 0.0243 5.745 0.0042 —0.409 0.0064 3.498
9 —0.0088 —1.748 —0.0215 -4.182 0.0003 1.394
10 0.0052 0.658 0.0094 1.660 0.0063 3.591
11 —0.0049 -1.574 —0.0083 —2.326 —3E-1 1.184
12 —0.0033 -1.007 —0.0063 —0.952 0.0061 4.926
13 -0.0120 —2.006 —0.0065 —0.948 0.0014 1.262
14 —0.0042 —0.304 —0.0058 =1.277 8.82E—1 —0.085
15 -0.0188 —3.142 —0.0190 —4.005 —0.0008 —0.548
16 —-0.0261 —4.730 —0.0081 —1.458 —0.0016 —0.558
17 0.0026 0.265 0.0071 0.496 —0.0021 -0.412
18 0.0131 2.196 0.0041 0.734 0.0092 6.030
19 0.0009 0.379 0.00835 0.306 0.0034 1.827
20 —0.0235 —-4.217 0.0017 0.531 —0.0032 —1.409
staziMpalss| =2 ®Rod Mss 20198 02 9
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