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The Market Reaction To ESOP Announcements

—Based on the Data of Listed Companies in China
XIAO Shufang, XU Chunyue, LIU Shanshan
(School of Management and Economics, Beijing Institute of Technology, Beijing 100081, China)
Abstract: Based on the ESOPs announced since the CSRC released the guidance in June 2014 to June 2016, this paper uses the
event research method to analyze the ESOP announcement market reaction. The study found that: (1)The market has a significant
positive response to the ESOP announcement,but this positive response appeared one day before the announcement date, indicating
that there may be a message leak; the market response to state—owned enterprise announcements is better than that of non-state
enterprises; for the Growth Enterprises Market in the high—tech enterprise announcement response is better than non-high—tech
enterprises. (2)There is leverage in the source of funds compared with the non-leveraged; stocks are derived from private placement
compared to the secondary market,the higher the ESOP’s shareholding ratio,the better the market response for ESOP
announcements.

Key words: employee stock ownership plan; market reaction; ESOP scheme design
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