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In this seminar, Dr. Lepone will discuss the price behaviour surrounding both director trades, and
associated market announcements, for the Australian market. Using a sample of director trades executed
between 2005 and 2010, results indicate that directors exhibit significant market timing, executing both
their purchases and sales to make significant abnormal profits, while only purchases are associated with
significant post-execution price movements. Announcements of director purchases have immediate and
significant price impact, especially when the announcements relate to trades with possible information not
already incorporated in the price; announcements of sales have minimal impact on stock prices. Further
analysis reveals that the size of the director’s trade does not contain information, and that the majority of
the price reactions associated with announcements are driven by more actively traded stocks. The
magnitude of price movements between the director’s trade and subsequent announcement is the most
important factor in determining the magnitude of the announcement effect. Our findings also suggest that
the ASX requirements for reporting director trading are well justified, given that’s the main and first
source of the information for the market. The results also indicate that the 5-day time frame is efficient in
current Australian market conditions, although stricter market invigilating actions are needed to eliminate
existing late reporting.

All are welcome!
Admission is free of charge!
To join us, please register your interest here by 1 October 2018.
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