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M anagerial decisions and long-run perfor mance:
Efficient market, overreaction or underreaction

Abstract

Recent empirical studies in finance document long-run abnormal price reactions subsequent
to numerous corporate decisions. Since these results imply that stock prices under-react or
over-react to publicly available information, they appear to be a odds the efficient markets
hypothesis. Therefore, this study is to explore the long-run performance following major
managerial decisions in Taiwan. Unlike other researchers, which look only at one event, we
include initial public offerings, exchange listings, seasoned equity offerings, debt offerings, open
market share repurchases, and mergers. The results demonstrate that the long-run performance of
various events depends upon the method of abnormal return measurement used. Finally, our
results do not reject the Efficient Market Hypothess.

Key Words. managerial decision; long-run performance; efficient market hypothesis
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