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25) Khutorsky, A., “Coming in from the cold : Reforming shareholders’ appraisal
right in freeze out transactions”, Columbia business law review, Vol.133, 1997.

26) Amihud, Y., Kahan, M. and Sundaram, R. K., “The foundations of freezeout
laws in takeovers”, The Journal of finance, Vol. Lix, No. 3, June.2004

27) Bebchuk, L. A., Kahan, M., “The ‘Lemons effect’ in Corporate freeze outs”,
NBER working paper, No. 6938, February.1999
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29) Booth, R. A., “The new law of freeze out mergers”, Missouri law review, Vol.
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[ Abstract]

The stock premium for minority shareholders during
freeze out process

Kang Hyung-goo, Choi Han-Soo, Lee chang-Min

We examine how to evaluate the stocks during freeze out process.
We particularly focus on the value of stocks owned by minority
shareholders. This is an important topic both for academia and
practice: Appraisal right is de factor the only practical way to protect
minority shareholders at freeze out; How to value minority shares can
determine the efficiency of mergers and acquisitions. We regard
minority shareholders having long positions on put options and short
position on call options. Majority shareholders have opposite positions.
Then we consider information asymmetry and market liquidity in order
to evaluate those positions. In conclusion, we suggest positive premium
for minority shares at freeze out. This premium should increase with
information asymmetry and stock volatility, but decrease with the

liquidity of stocks.

Key word : freeze out, squeeze out, freeze out, squeeze out, option,
controlling shareholder, minority shareholder, valuation.
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