MHUHHUCTEPCTBO OBPA30BAHUMSA U HAYKH PECITYBJIMKHN KA3AXCTAH
KA3AKCTAH PECIIYBJIMKACHI BIVIIM KOHE F'blJIBIM MUHHUCTPJIII'T
THE MINISTRY OF EDUCATION AND SCIENCE OF THE REPUBLIC OF
KAZAKHSTAN

JLHI'YMWJIEB ar. EYPA3HUS YJITTBIK YHUBEPCUTETI
EBPABUUNCKUI HAIIUOHAJBbHBIA YHUBEPCUTET umenn JLHI'YMUJIEBA
L.N. GUMILYOV EURASIAN NATIONAL UNIVERSITY

JLH.I'ymuneB ateiamarbl Eypasus ynrreik yHuBepcuteti JIL.H.I'ymunes ateimarer EYY 20-
KBUIJIBIFBIHA KOHE HKOHOMHKA FBUIBIMIAPBIHBIH JOKTOPHI, mpodeccop, XAA xone Peceitmik
XKapartbuibictany AkaneMusACHIHBIH —akaaemuri, «Kapxb» KadeapachlHbIH MEHIrepyIlici
CanpokacoBa Kysiin XKaObikoBHanbIH 60-3kac MepeiiToiibiHa apHaiFal  «oKaHa HaKThI skahaHIbIK
xargaiina Kazakcran PecnyOnukachlHBIH —KapKbl-HECHE >KYMECIHIH JaMybD»
XaJabIKapajabIK FbIJIBIMU- T:KipHOeaik KOH}epeHIHsACbIHBIH

EHBEKTEPI

TPYIBI

MexayHapoAHOH HAYYHO-IPAKTHYECKON KOH(pepeHun
«Pa3zButue (¢uHaHCOBO-KpenuTHON cucteMbl PecnyOnauku KazaxcraH B ycloBHSX HOBOH
JI00AbHOM PeaIbHOCTUY, IMOCBSIIEHHYI0 20-TeTHio EHY wum. JLH.I'ymuneBa u 60-neruro
JIOKTOpa SKOHOMHMYECKMX Hayk, mnpodeccopa, Axanemuka MAWH wu Poccuiickoit Axagemuu
EcrecTBo3nanms, 3aBenytomeit kadenpoit «dunancel» CanokacoBoit Kymsimn JKaOBIKOBHBI.

WORKS OF THE

international scientific- practical conference
"Development of the financial - credit system of the Republic of Kazakhstan in the new global
reality”, dedicated to the 20th anniversary of L.N. Gumilyov ENU and the 60th anniversary of
Sadvokasova Kulyash Zhabykovna, doctor of economic sciences, professor, IIA academician,
academician of the Russian Academy of Natural Sciences and head of the department "Finance".

1 yactp

Acrtana — 2016
1


http://edu.gov.kz/ru
http://edu.gov.kz/ru
http://edu.gov.kz/ru

_JLHI'YMUJIEB ar. EYPA3WSA ¥JITTBIK YHUBEPCUTETI
EBPA3NMCKNU HAITMOHAJIbHbIY YHUBEPCUTET nmenu JLH.I'YMUJIEBA
L.N. GUMILYOV EURASIAN NATIONAL UNIVERSITY

JLH. 'YMWIJIEB at. E¥Y JXAHBIHIAYHI SAMAHAVU 3EPTTEYJIEP THCTUTYThI
MHCTUTYT COBPEMEHHBIX NCCJIEJOBAHUU EHY nmenn JILH.I'YMUJIEBA
IMS OF LN GUMILYOQV ENU

SKOHOMUKAJIBIK 3EPTTEYJIEP MHCTUTYTBI _
NMHCTUTYT SKOHOMUNWYECKUX NCCIEAOBAHNI
ECONOMIC RESEARCH INSTITUTE

Y \

A OpBIHGOP MeMJIEKeTTiK YHUBEPCHTETI 7

2(@ OpenOyprekmii rocy1apcTBeHHbIH YHHBEPCHTET
o Orenburg State University

Ilen3a MmeMJIeKeTTiK YHHMBepCUTETi
IleH3eHCKUIl rocyiapCTBEHHbI YHUBEPCUTET
Penza State University

8 AT | IOV Gonge
M ThiBa MeMJIEKETTiK YHUBEPCUTETI “& ] T% _"_::\ (BRI
N N N EHELANENTS
—= TyBHHCKHIi TOCY/1apCTBEHHBIH YHHBEPCHTET =l i
OPEHBYPICKUIA . . '\“_\:--‘Ai~ AR Ly
FOCYAAPCTBEHHbIV Tuvan State Unlve I’Slty ‘I '-.‘&- :-) ‘r"lhr Wl l“ [\ "
YHUBEPCUTET =

BMY 0Gu3Hec neH TeXHOJIOTHS MEHEIKMEHTi HHCTUTYTHI
HucTuTyT OM3HECA M MeHEIKMeHTa TexHoaoruii BI'Y
School of business and management of technology of BSU

Peceii XaIbIKTap A0CTBIFbI YHHBEPCHTETI S Nz
Poccuiickuii YHHBepcUTET APYAKObI HAPOAOB \2 > 1;‘:
Peoples’ Friendship University of Russia /;‘t_;..\_g.fi‘\_
g v
TPY/Ibl

MexayHapOAHOH HAYYHO-IPAKTHYECKOH KOH(epeHIun
«Pa3BuTHe (QUHAHCOBO-KpEeIUTHOW cucTeMbl PecnyOmukn KazaxcrtaH B YCIOBHSIX HOBOHM Ti100aibHOM
peanbHOCTHY, TocBAnieHHy0 20-netnro  EHY um. JLH.I'ymunesa n 60-neTuro JOKTOpa 3KOHOMHYECKUX
Hayk, mpodeccopa, Axamemmka MAWH wu Poccuiickoii Axamemun EcrecTBOo3HaHMs,  3aBelIyrolien
kadenpori «Dunancely CanBokacoBor Kymsmn JKaObikOBHBEI.

JLH.I'ymuneB arbigarsl Eypasus yntteik yHuBepcuteti JLH.I'ymunes ateinparsl E¥Y 20-KbU1IbiFbIHA
KOHE  DKOHOMHUKA FBUIBIMJIAPBIHBIH JOKTOPBI, Tpodeccop, XAA xoHe Peceiimik JXaparbuisicTany
AxanemusicelHblH ~ akanmemuri, «Kapxb»  kadenpaceiaslH — MeHrepymmici  CagBokacoBa Ky
YKabwikoBHAHBIH 60-)xac MepedTolbiHAa apHanFraH «JKaHa HakTel kahauaplk  skarmadima  Kasakcrax
PecnyOnukacbIHBIH ~ KapyKbl-HECHE JKYHECIHIH AaMybD»
XanbIKapaiabIK FRUIBIMHA- TIKIpHOeaik KOH(epeHusiCbIHbIH
EHBEKTEPI

WORKS OF THE
international scientific- practical conference
"Development of the financial - credit system of the Republic of Kazakhstan in the new global reality”,
dedicated to the 20th anniversary of L.N. Gumilyov ENU and the 60th anniversary of Sadvokasova Kulyash
Zhabykovna, doctor of economic sciences, professor, 1A academician, academician of the Russian
Academy of Natural Sciences and head of the department "Finance".



90K 336.13.012.24 (574)
VJIK 336.13.012.24 (574)
BBK 65.9.(bka3)n431

«Kana HakThl xahanapik >karnaiina Kaszakcran PecryOiMKachIHBIH — Kap)Kbl-HECHE >KYHECiHIH
naMybl» XaJbIKapajblK FBUIBIMH- TOKIPHOETIK KOH(EPEHUUSACHIHBIH eHOeKTepi- AcTaHa:
JL.H.I'ymuneB ateiaaarsl Eypasus yaTTeiK yHUBepcureti, 2016 .-374 6.

Tpyasl MexayHapOJHOW HAyYHO-TIPAKTHYECKOW KoH(pepeHnnu «Pa3Butne (HMHAHCOBO-KPEAUTHOU
cucrembl PecnyOonmukn Kazaxcran B yclOBUSX HOBOW TJIOOQNBHONW peaJbHOCTH», AcCTaHa:
EBpaswmiickuii HannmoHaabHbIN yHUBepcuTeT uM.JI.H.I'ymunera, 2016.-374c.

Works of the international scientific- practical conference "Development of the financial - credit
system of the Republic of Kazakhstan in the new global reality", - Astana: L.N. Gumilyov Eurasian
National University, 2016.-p.374.

Pepakums ajgakacel:

CAITAPOBA b.C.— Tteparachl, 3.Fr.k., JL.H.I'ymunes arsinmarel EYY «Kapxbe»
Ka(eapacbIHbIH PO eccopbl

KYUYYKOBA H.K. - Tepara opsiaOacapsl, 3.F.1., XAA akaaemuri, PXKA akanemurti,
JLH.I'ymunes arsingarsl E¥YY «Kapxs» kadenpacsiHbiH podeccops
CAJIBOKACOBA K. K. — a.r.1., mpodeccop , XAA akanemuri, PX)KA axanemuri,
JLH.I'ymunes atsingarsl E¥Y «Kapxb» kadenpachiHbIH MEHTePYIIIiCi
AXMETXAHOBA C.b.- a.r.1., mpodeccop, FpulbIMU SKOHOMHKAJBIK capantama
OpPTAJIBIFBIHBIH JUPEKTOPBI, JKOHOMHUKAJBIK 3€pTTEYJIEP NHCTUTYTHI
CBIJIBIKHA3APOB M.K.- ¢.r.k., cascarrany PhD, JI.H. I'ymuneB ateingarel E¥Y
YKAHBIHJAFbl 3aMaHayH 3€pPTTEYJIEp UHCTUTYTBIHBIH JUPEKTOPHI

KOPOJIEB 10.10. - s.r.k.., nouent, BMY busHec neH TeXHOJOTrHs MEHEIKMEHTI
WHCTUTYTHIHBIH «bU3HEC-aIMUHUCTPUPOBaHUE» KadeapachbiHbIH MEHI€PYIIiCI
[TAPYCUMOBA H.HU. —  3.F.1., npodeccop, OpbIHOOp MEMIEKETTIK
YHUBEPCUTETIHIH «baHKOBCKOE JI€NI0 U CTpaxoBaHUe» KadeapachlHbIH MEHTepYILICi
KY3HEIIOBA T.E. - ».r.k., goueHt, IleH3a MeMJIEKETTIK YHUBEPCUTETIHIH
Ka(eapachIHbIH MEHTePYIIICIHIH OphIHOACAPHI

JNOHI'AK Y.T'. - 5.7.k., TOo1IeHT, ThiBa MEMJIEKETTIK YHUBEPCUTETIHIH «IKOHOMHUKA U
MEHEKMEHT» KadeIpachbIHbIH MEHIEPYIIIIiC]

KAMUMEBA A.E. —xatmbl, sxkonomuka maructpi, JL.H.I'ymuneB areingarsr E¥Y
«Kapxb» kKadenpachIHbIH aFa OKbITYIIIbI

ISBN 978-601-7121-74-7 (u4.1)

ISBN 978-601-7121-71-6 (001mm.)

YK 336.13.012.24 (574)

BBK 65.9.(5kxa3)1431 © JI.H. I'ymuneB ateingarsl Eypa3ust yITThIK
yHuBepcurteTi, 2016
© EBpa3uiicKnii HALIMOHAJIBHBIN YHUBEPCUTET
uM. JL.H.I'ymunesa, 2016



organisations and associations, self-regulatory initiatives in the banking sector also played a significant role
in the AML evolution. In October 2000, eleven large international banks, in cooperation with Transparency
International (T1), agreed to set a Global Anti-Money Laundering Guidelines for Private Banking (known as
Wolfsberg Principles) [2], which focus on KYC requirements, client files, suspicious activities, and
monitoring accounts in ways of which are consistent with supervisory principles. A study undertaken by
Hinterseer [4] in 2001 looked at the importance of the Wolfsberg Principles from a unique perspective. He
noted that of the 11 banks that signed the Wolfsberg Principles, most had been associated with an money
laundering scandal in one form or another within the previous decade. As the first Principles focused on
financial regulation of private banking activities, the involvement of international private banks, especially
money laundering affected banks, shows that private banks were determined to be seen to be part of the
solution, not just part of the problem. The author reviewed each of the Wolfsberg Principles in the study, and
concluded that the principles constitute a series of measures adopted by certain banks, not at the behest of
regulators, but voluntarily, and have the potential to make a meaningful contribution to combating money
laundering.

With regards to money laundering issues in Kazakhstan, there is little literature to be found in
English. One of them is evaluation report made by Eurasian group on combating money laundering and
financing of terrorism (EAG) in 2011 [2]. This report summarizes the anti-money laundering
(AML)/combating the financing of terrorism (CFT) measures in place in Kazakhstan as of October 2010 (i.e.
as of the time of then on -site visit and immediately thereafter). The report describes and analyses those
measures and provides recommendations on how certain aspects of the system could be strengthened. It also
sets out the levels of compliance of the Kazakhstan with the Financial Action Task Force (FATF) 40+9
Recommendations.

The first practical step for establishing the national AML/CFT system in Kazakhstan was creation, in
2008, of the financial intelligence unit — the Financial Monitoring Committee of the Ministry of Finance of
the Republic of Kazakhstan. On August 28, 2009, Law No0.191-IV — On Counteracting Legalization
(Laundering) of Illegally Obtained Proceeds and Financing of Terrorism was adopted and came into force on
March 9, 2010. Law No.192 IV — On Amendments to Certain Legislative Acts of the Republic of
Kazakhstan on Combating Legalization (Laundering) of lllegal Proceeds and Financing of Terrorism,
adopted along with the anti-money laundering /CFT Law, introduced the appropriate amendments and
modification into 26 legislative acts of the country that regulated the activities of the entities subject to
financial monitoring, their industry regulators and government agencies.
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There are various means of distributing excess cash: firms may choose to keep it in treasury, look for
new investments or may dispense excess cash to shareholders by paying dividends or repurchasing shares
back. Corporations often rationalize their decisions to repurchase its own stock as a method of distributing
excess cash flow as well as the action in the case of absence of good investment opportunities. Recently we
can observe an increasing trend of share repurchases and decreasing one of the dividend payment (Grullon &
Ikenberry, 2000; Grullon & Michaely, 2002).
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Share buyback can be undertaken through market which is also called “on market” and buybacks with
specific information such as date and price paid for the stock which is called “off-market” repurchases. In the
capital market it can be observed an “on-market” share repurchases exceed the number of “off-market” share
buybacks. Therefore this study concentrates on open market or “on-market” share repurchases. Primarily
studies attempting to study capital market’s reaction following share repurchases focused on the US stock
market, since it has been developing over 3 decades. However recently there are many studies done in the
UK stock market to examine the market reaction to the share repurchases.

Companies that have excess of funds might not be given with attractive rate of return. They might
also find it difficult to find profitable investment opportunities. According to Bhana (2007) companies are
often given with two alternatives: to invest to an investment projects or they might decide to return cash to
shareholders via share repurchases or dividends.

The focus of this study is share repurchases. Share buybacks have become a well-used in recent
years. One possible reason for that might be in this type of method, company managers are not obliged to
pay extra value for acquiring shares back, and instead they can buy shares back at current share price quotes.
Many scholars have admitted that share repurchases become more dominant method distributing cash
(Skinner, 2008; Eije and Meggison, 2008). Grullon and Ikenberry (2000) and Sabri (2003) find evidence to
suggest that there is an upward trend in share repurchase activities and more favourable legislation procedure
related to it.

Investigation related to the share repurchases are not new. It has been under examination since
1960s. However since that time there is no clear knowledge regarding how market reacts to the share
repurchases and motives driving managers to launch buyback programme.

There are several reasons of why companies decide to buy back its shares. One of the earliest one is
signalling hypothesis. By conducting open market share repurchase programs firms managers send signal to
a marketplace that their shares are not fairly valued. One of the earliest studies by Ikenberry et all (1995),
which investigated market reaction to open market share announcements in the US made contribution to the
existing literature by proposing market signalling hypothesis. It is assumed that in an efficient market;
repurchase decision aiming at signalling that company’s shares are undervalued, after the announcement
share price should reflect such information and incorporate into its price in an immediate way. However,
Ikenberry et all, concluded that market generally treats such announcement type with high suspicion, which
follows that it will take longer time to shares to adjust to its fundamental values. This paper investigated the
US open market share announcements made between 1980 and 1990. According to the results, it can be
concluded that in the short term announcements does not seem to affect share price very much, 3.5 % only.
By using buy and hold strategy of measuring abnormal return, they found four year abnormal return to be
12%. They concluded that market tend to underreact to the repurchase announcement. Regarding to the
motives for undertaking repurchases this study emphasised undervaluation as a major motive, yet they do not
reject the possibility of presence of other motives.

As it was reported in Wansley et al (1989) survey, signalling has emerged as a single motive for
share repurchases programs. Still, this can be related only for tender offers, which represents only 10% of
repurchase action. (Dixon et al., 2008) Throughout the time signalling hypothesis faced challenges as being
weak form of undervaluation signal. ( Comment and Jarrel, 1991; Ikenberry and Vermaelen, 1996; Lasfer,
200; Rau and Vermaelen, 2002)

Some authors tie increasing number of stock repurchases with companies’ pay out policies, more
specifically with dividend substitution. Grullon and Michealy (2002) argue that companies’ excess funds
which meant to be used to increase dividend payments currently are being used for repurchase activities.
Paper analysed repurchases in the US and concluded that cash pay outs have been given through repurchases
rather than in the form of dividends. In addition, from the tax perspective, gains from capital taxed more
softly, rather than income. Although Tax Reform Act diminished gap between capital gain and ordinary
income taxation, there is a still positive gap.

Generally from 1972 to 2000 number of firm buying back its shares increased from 3 to 80 percent.
Consistent with Fama and French (2001) the study argues that the tendency of distributing cash via
repurchases becoming more favourable method.

They used Lintner’s (1956) model and found that dividend forecast errors are negatively correlated
with share buyback programs. It means that if firm spends more money on repurchase activities it would
affect negatively expected and actual dividend payments. Thus, they proposed dividend substitution
hypothesis, stating that share repurchases can be seen as a substitute for dividend payments.

However it is also believed among scholars that dividends are financed with sustainable cash flows
which are expected to be received in the future, while share repurchases are considered to be funded with
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unsustainable or unexpected cash flows. (John and Williams,1985; Bernheim,1991; Allen et al., 2000;
DeAngelo et al., 2000). Although share buybacks might be seen as an alternative way to distribute cash, one
should bear in mind that both dividends and share repurchases have different effect in respect to stockholder
wealth.

Peyer and Vermaelen (2009) criticised Ikenberry et all (1995) work regarding market reaction to
open market repurchase announcements, stating that abnormal returns observed could be caused by chance
or could be sample specific. They investigated share repurchase announcements made between 1991 and
2001.They suggested that anomalous price behaviour around share buybacks is still present. The study
argues that the highest abnormal return is observed in the sample which has experienced the highest price
decline prior the announcement. It might be the case when managers react in such a way to the market’s
overreaction to some news. They concluded that open market share repurchase announcement is a
management’s response to market’s overreaction to overly pessimistic bad news. Repurchase is an action
against with publically available information, more specifically when financial analyst downgrade company,
market overreacts and share prices decline dramatically. Then company’s management in response, thinking
that their shares are below fundamental value announce share buyback program. This is why, stock
experience the highest abnormal return if repurchase comes after stark share price drop.

Some authors relate company’s decision to repurchase shares with the capital structure adjustment
motives, because repurchases increase company’s leverage, thus ensuring the firm with desired capital
structure. For instance, Tstetsekos et all (1991) stated that capital structure adjustment is a primary motive of
firms for acquiring its shares back. In addition, Rau and Vermaelen (2002) supported this view, arguing that
share repurchases can contribute to lowering taxes. However, this case seems not to be plausible, since
repurchases in not the best way of finding optimal capital structure. (Dann, 1981) He also argues that
repurchasing stocks can lead to reduce the size of the company, which can affect company’s performance in
a bad way. Moreover, there are already a plenty of other strategies that can be used to change the capital
structure in the company, such as new debt issues or direct debt exchanges. (Dixon et al., 2008)

Share repurchases came into practice in the UK after setting up Companies Act, 1981. Since then every
year companies buy back its shares. The very first study done by Rees (1996) attempted to study market
reaction to repurchase announcements in the UK. He examined 882 actual repurchases between 1981 and
1990. Investigating market reaction can be interesting in three dimensions: first, since it is changing capital
structure of a company, it would affect share price; second, it is important to determine motivation behind
repurchases; finally, capital market’s reaction to buyback announcements. Unlike US repurchases, UK
repurchases do not warn the marketplace about its intentions to buy back its shares. Therefore study by Rees
(1996) investigated market reaction on the day of transaction and on the day of announcement. Open market
repurchase announcements are different from those of US, which is usually undertaken in the form of tender
offers. Many studies that investigated US market, looked at market reaction after day of releasing the
company’s intention to reacquire its share back through tender. However, it is different under the rules in the
UK. It is not necessary to disclosure such information, if company wants to repurchase shares it can enter the
market and do so. However it should inform report the next day not late that 12 pm.

This study proposed three possible motivations for repurchase activities in the UK. First is distributional
tax efficiency. In order to determine the tax effect on the repurchase intentions, this study compared the
possible advantage of substituting dividends with repurchases. It concluded that there is no reason for
undertaking repurchases to pay fewer taxes; conversely in some cases it is costly for UK investors. However
for US system, still tax system subject to favouring repurchases rather than dividends (Barclay and Smith,
1988).

Since repurchases increase the financial leverage of the firm, it is considered to be beneficial for
shareholders. However, even if company repurchases its shares back, it will not affect capital structure
significantly, because share repurchases generally represents 0.5-1 % of capital.

Finally, signalling has emerged as a main driver for repurchases in the UK, consistent with the US
studies. Regarding to the methodology used, this study did not use traditional event studies; it used
clustering method, since all event happened in the short period of time. The result showed that market reacts
to the announcement rather than the transaction. They observed an abnormal return to be 0.25% surrounding
announcement. Although this study is the first one to study market reaction to the repurchase
announcements, the methodology used is different, therefore we cannot put together with all researchers that
mainly used traditional event studies.

Another study by Rau and Vermaelen (2002) studied repurchases undertaken in the UK between 1985
and 1998. By looking at short-term results it can be noted that in contrast to US repurchase studies results (
Dann 1981; Vermaelen 1981; Ikenberry et all 1995) in the UK, both repurchase intentions and actual
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repurchases in the -5 and +5 time period received 1.14% cumulative abnormal return. Abnormal returns were
calculated by using FTSE all share market index implementing market index model.

As it was investigated by lkenberry et all (1995), market reaction can take up to four years after the
announcement. Therefore this study looked at longer terms to identify the presence of long-term abnormal
returns. As it was stated in Ikenbery et all (1995) work, stock with high book-to-market ratio tend to earn
higher abnormal returns. Therefore, Rau and Vermaelen (2002) divided sample according to size and book —
to- market ratio. If we compare the results between UK and US, unlike in the US there is no evidence
supporting share undervaluation prior to announcement in the UK. In addition, UK share repurchases do not
tend to earn long term abnormal returns, conversely after one year following announcement firms received -
7.01 cumulative abnormal returns. They concluded that repurchase is mainly tax driven by pension funds
buybacks.

However two years later, Oswald and Young (2004) re-examined Rau and Vermaelen (2002) work,
suggesting that data collection might have caused bias in their work. Oswald and Young (2004) used
Securities Data Corporation (SDC) which has been used for Rau and Vermaelen (2002) work, and added
various sources such as London Stock Exchange and Financial Times resources, they realised that SDC tends
to underreport repurchase activities. Therefore they performed analysis of repurchase activities again. The
result appeared to be striking: after amending sample with comprehensive data the motive for previous work,
seemed to disappear. Finally authors concluded that buyback decisions are still motivated by undervaluation.

Regarding to motivations for undertaking share repurchases in the UK, there was a study conducted by
Benhamouda and Watson (2010), where they empirically evaluated the motives which drives UK
repurchases. They investigated 267 companies in the UK, between 2001 and 2004. The results suggested that
the motivations for UK repurchases are differ from those of US companies. Paper suggested that these
differences may be caused by various tax regimes as well as regulation systems. Unlike many researchers in
this field, they used different approach to estimate the motivations for repurchase. In the first techniques they
used two-way regression model to estimate the impact of factors that has been listed in the US studies. The
main factor driving repurchase was operating income. Therefore findings suggest that the more company
earns, the more it tends to repurchase. Although previous studies by US researchers, such as Grullon and
Michealy (2002) which concluded that the main reason for repurchasing in the US is distributing unexpected
income, the Benhamouda and Watson (2010) suggest that it is more driven by excess cash that company has
from retained earnings.

In the case of UK, the study conducted by Crawford and Wang (2012) argued the opposite case, they
concluded that UK share do not experience share undervaluation. Their sample consisted of 468 repurchases
undertaken in the UK, between 1999 and 2004. Their study used the methodology that has been used in
Ikenberry et all (1995) study. In the short run, they found small abnormal return. In contrast to lkenberry et
all (1995) study they found no evidence supporting share undervaluation prior to repurchase program. When
they examined long run performance followed by repurchase announcement, they found that size does not
play a determinant role in the presence of abnormal returns, while book-to-market ratio plays role in the
presence of abnormal returns in the second year under the buy and hold strategy. They finally linked the
presence of abnormal returns to the level of actual repurchases. Although this study is relatively recent, its
imperfections needed to further analysis: the impact of the level of actual repurchases on the existence of
abnormal returns.

Up to now majority of studies found abnormal stock returns following share repurchases programs.
All studies which observed anomalous price pattern surrounding share buybacks stated that this price
behaviour is related to the “market timing ability” where firms issue stocks when they are overvalued and
buyback shares when their fundamental values exceed their true values. In addition in majority of cases they
reported that market sceptically treats such announcements and slowly reacts. Therefore many studies
doubted market efficiency.

However recently it can be observed that the situation in the capital markets has changed: many
hedge funds actively pursue arbitrage opportunities, trading costs significantly decreased. Chordia et all
(2011) suggests that all these factors might have contributed to more efficient capital markets. Furthermore
Schwert (2003) concludes that many anomalies do not hold up if we analyse them in different time periods:
consistent with Fama (1998), who argues that all abnormal price patterns are result of poor measurement
performance and “bad model” problem.

After analysing previous literature it can be concluded that there is strong evidence that supports the
anomalous behaviour of stock returns surrounding share buybacks. Many researches that intended to
discover motivations for repurchase programs highlighted following main hypotheses: excess cash
distribution, dividend substitution, capital structure adjustment and signalling. In the context of the US
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studies it can be noted that signalling is one of the prominent hypothesis that has been supported by many
empirical results. The question whether this anomalous price behaviour holds for the UK capital markets is a
main purpose of current work. A unique character of UK buybacks and regulatory system allows viewing
this question from different perspective. Since the most recent work regarding UK repurchases done
examining 1994 and 2004 period, the current work argues that studying the period afterwards is pivotal.
Previous studies that empirically tested the long run performance after repurchase announcements, tied the
observed abnormal returns to the level of actual repurchases. However, whether this repurchases made for
the first time or repeated many times are the question that has been left to study. In accordance with
previous literature several hypotheses can be derived regarding to the motivations for the buyback in the UK:
the repurchases in the UK driven by share undervaluation motives; the buyback programs undertaken in
order to distribute excess cash; the repurchase announcement is aimed at benefiting from paying fewer tax
intention.
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AJIMUHHUCTPUPOBAHME HJIC B CTPAHAX EBPOIIEMCKOI'O COIO3A U ITYTH
AJJAIITAIIMA K COBPEMEHHBIM YCJOBHUSM B YKPAUHE
Konnna M.A.
JloHenKuii HAMOHAJIBHBIN YHUBEPCUTET 3KOHOMUKH U TOProBiau uMeHu Muxauna Tyran-
bapanosckoro, r.Kpusoii Por, Ykpanna

[IpoBo3rnamenne YKpanHOW Kypca Ha €BPONEWCKYI0 HHTErpanuio Tpedyer ocoboro moaxona K
pepOpMUPOBaHHIO HAIIOTOBOM CHCTEMBI, KOTOPBIH JOJKEH BBIBECTH €€ Ha YPOBEHb PAa3BHUTHUSI CTaOMILHBIX
ctpan EBpomsl. K coxanenuntio, ceroHsi oTedecTBEHHasl HAJIOroBasi CHCTeMa He B TIOJHON Mepe BBITOTHSAET
(YHKIMIO B cpepe BCEOOITHOCTH HAIOT000I0KEHHSI, PABEHCTBA BCEX TUIATENBIINKOB, a TaKke (QUCKATBHON
JOCTATOYHOCTH, HE CIEAYIOT IPHUHITUIIBI COIMATEHON CITPaBeIIMBOCTH, SKOHOMIUYHOCTH HAIOT000I0KEHHUS,
3aJiekaprupoBanHbie B cT. 4 HanoroBoro xojaekca Ykpaussi [1].

Haunor Ha no6asieHnyro crouMocth (naiee - H/IC) 3aHuMaeT 0HO U3 KITFOYEBBIX MECT B HAJIOTOBBIX
cucremax OosbmuHCTBAa cTpaH EBpomeiickoro coro3za. Beenenue B 1967 romy HJIC onenuBaercs BceMu
JKcIepTaMu B GUHAHCOBOM chepe KaK OAHO M3 MEPBhIX BAXKHBIX AOCTHKEHUH 3TOro coobmmecTna [2, ¢.160].

Baxnoe npenmymectBo HJIC 3akimrodaercss B TOM, 9TO OH JIyHIIl€ APYTUX HAJIOTOB IIPUCTIOCOOJICH K
OOIIIEMHUPOBBIX TEHJEHIIMI KOHOMHYECKOW HHTErpanuu u riiodanusanuu. dopMupoBaHue Takoil HOBOH
MOJINTHKO-9KOHOMHUYecKoi o01iHocTH, kKak EC, Hembiciinmo 0e3 HJIC mist ctpan - wieHos 3toro Coro3a 310
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