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Abstract

Treasury stocks are one of the strategies used by corporate companies to adjust the number
of shares or stock prices in circulation. When the company believes that its stock price is low
or in order to stimulate the trading volume and stock price of stocks, it can pass investors
information through announcements of buying back treasury stocks. However, will the response
of market investors regarding the message of announcing stocks repurchase be different due to
the misprice of the enterprise value or due to repurchasing purposes? The empirical results show
that the company with over-mispriced equity in a previous year has a significant negative
accumulated abnormal return after the days of announcing stock repurchase. Moreover, the
announcement effect of the electronics industry is higher than that of other industries. The
repurchase purpose of company is to transfer shares to employees has a greater effect on the
days after announcement than with other purposes the results of this research support the
signaling hypothesis, which shows that companies will announce treasury stocks buying back
when the equity values are underestimated.
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