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Abstract

The seasoned equity offerings (SEOs) market demonstrates three significant characteristics:
underpricing, high levels of information asymmetry, and low initial performance. Based on
these characteristics, SEOs can be defined as lottery-type stocks described by Kumar (2009).
Because SEOs can evince lottery-type characteristics, this paper investigates the relationship
between SEOs similarity to the lottery and investor demand. The paper also measures SEOs
performance after purchase to establish a trading strategy. Empirical results show that, along
with the lottery-type characteristics, SEOs result in subscription fads. Statistical results
remain significant even when a macroeconomic perspective and conditions for individual
firms are introduced into the examining model. Finally, this paper analyzes evidence that the
wealth of original shareholders is negatively affected when a firm issues lottery-type SEOs,
in what is called an exploitation effect.
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LA RERMET KR - A DUERER T SN &R S (Seasoned Equity Offerings;
SEOs) EFEAKIE » M5 I BCRISIE - 5 B FREZ A am o — e RS FIER
1T SEOs RYRHE T3 » RHER HERR S AGEE - (€572 5o/ il i HAA 0 B AR
MAMERIAEHE (Dann and Mikkelson, 1984; Mikkelson and Partch, 1986; Asquith and
Mullins, 1986; Eckbo, 1986; Barclay and Litzenberger, 1988; Patel, Emery, and Lee, 1993;
Loughran and Ritter, 1997; E &2 » 2000 ; [Ri2E T - 2007) - HEAYE > DA
SEOs JE IR ERS B - fIFpHEam < - THEIRE AFEA & 22 8 BN B AR IEVE &) -
(HEBEE BRI - a1 FF: (2011) BUFAE ' BIFRSIEBCR 55 [EE
A= LRI BERE - RS LR R A & H 7168 R R# LA w2 (Initial Public
Offerings; IPOs) (Aggarwal and Rivoli, 1990; FHA{f: + BRI ZEABEZHE - 2007) » HE A
FR# SEOs FYERME « $1#f Fift SEOs 75 5KekE - AW seftie " 5%k (Lottery-type
Stock) J HYFHEFHEZ -

LeFHRE - 5B U B A RFEEmAIER - (BT F— O afs i E A
FEZLFHERTAHER IR © Statman (2002) RIS E RSB SSE RPN - BR T RIS AYE
15 B 2 AN BHEE SRR R & B IR B REEY (Negative-sum Game) ° Treynor
(1995) HHHIFEIE I » S8R i A B IEALEEL - RN AR EFFSEEH  AmAZs
Ik SR AT R AR BA A S B Y - W BRI 2 (v R BL VEFRARAE N  Kumar (2009) Ffi#E1#
B R OR < HRIBARE - IR IR A REHVETE - SR e REEEK - REMEE - &(E
BRI E) (Stock-specific Volatility) Bl =i BB %118 (Stock-specific Skewness) 55
LEERF IR 5 HrR I A EAS Rl a2 - = R Eh RS B A SR = R AT
TENE - TR B A SR R R AR (SRR ) WREMEECR - 5.2 IRE N
BEFE N - FEEERDURE [ NENEE SRR A NTHE - IREEL
{EBERIIE A(E R © Kumar (2009) BB SRS REUR » ([EHHERE NMRIFEER - HiE-M
BN ASEE R REE S - (BRI E N A E RS E R - 3 - NFESESE
FeRt Ry B AT A SO R 5 2 - MRS ARG )] (Mikesell, 1994) @ fE45E %
IR EEDIIB % 5 Kumar (2009) #3RPEEHEHE IR E - ZEERFTRGHEE -
A - s ia i il 8B OB E NBYE - 0 E D~ FAcES - HEREER
HE - BE  HHEERE AR ERER -

EIFEERZ - DL SEOs Afiify—2ufett - B T RTRAIWIHIRE RO 24 - HiAth
AHTEEE1T (Underpricing) » #HTRE G0 = EE NN S E S - < HEBY)E Kumar

1 FEAfL (2011) DA 1997 4F 12 H % 2008 4 6 .2/ - S #HHE 1POs B 52X SEOs /ABHFHEERY 187 22
N ER TS S - R E R P R SEE{E S B 25.14% Bl 22.84% - ELRHZE S NS -
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Al T AN AN S A R ﬁxm@rﬁ%ﬁﬁﬁﬁi (§@%Eﬁi%‘%fc% » 2002 ; EFAHELRR
32 > 2008) - d 22 B H rp R PE S A AL F o 5[t T OB 32 EH PR {RER (Winner’s Curse
Hypothesis)*; (Rock, 1986) * T H#E T NEREMERE AR ZHBEEHN T HH
(Information Asymmetry) FTFEEHIEEIR. - 55 Al IIERE S E N2 B Et -
JCETEEE I BIERS N HEE % (Uncertainty) (Altinkilic and Hansen, 2003; Corwin,
2003; Kimand and Park, 2005) + #5 [t Bl F 2 {42 38 22 Bl i 735 75 2K ba va P JE P A s ot -
e bt - AR L SEOs BRAVITEZT » #rik i e L& A B EL )
FEEFRIRIEE - AI& B E R SEE R RS ~ Sl B B B[] ] o A~
Bk o (HEFZSEFEIRH SEOs WIHIRERCANE » 1 L TE S H e - B~ R 9 1B
Il RIEE A2 EAE G DURIR T E R S AR - INENEE - 55 0 &%
& NSE R RERTRIRE AL E U B ES - FFEa%E A e EErIRM: o B Fe ke
DISEZEE B SEOs Fa Kk E - RIS RS Al A = R IERR K - IR E A2
Eil SEOs FRVEEN 2 S FFAEEREREE - fEM9RIRIE T H - E/c@ ) SEOs FFE %45 FT
AR - B S EE REERRED - W E R L R R EIRIBA TR - HX - #
i &R EENRE - — T E AR B AR B - S5 T A BRE B T8E
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SEOs #ER » & kit aim LA 7k ©

& MRLEA
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LEERHE - ARIE Kumar (2009) FUEFS - ELFSIEERS - ol 1] Sl i Bh Bl v 1 1 o
B EHBE R - (L =TEGR A - RE RSB I RIS — 2 - iR S8 -
JER R SEOs » FTEZTT RIRE R BRI a2 - A0 5t DU B R 5855 R E Y
FRERSAEY o 55— (& 68 FH 7 (B B T JRAE S ERR B D - (REBTT ARG IR E AR
& - WAFRETSE EEEE - K - s EHERS - & NERR G
Pr{EZM - FrEREEFE - 2 SEOs A EMENEZE T AR C i B BR = ERAIK
# (X 1) BERARRITEIRE RS -
uwp,

pm,

unp, =1- (1)

Hort s unp FyE8 i 52 SEOs HTEIRFE 5 uwp, F28 i 2 SEOs A SHIE : pm 28 i R
SEOs #1T/A R HIIEEIGET 20 HHARM (—{E H BAR ) Sk P E -

TR S B S R = B B e R B o LA B B R BN B AR R T 5 B N ]
& BRI ZR PR - i i 2 e S o e P e B 1 [ - R i R s IR R T S A
EFTREMRRERIERGY o TS (Market Model)( ZX 2) TRyl 51 s Z2 5 B 7 558 BUER A
(2 3) PR - i HIE A EHE (=0 4) BRI B R e b IR T 5 R T ae
FRBERIER (0 » B PT Fo R (W B e MR B » FE(h ST E T - & &30 DI AT
RBEETHISE S BE R E M B S S R 5 2 B A B T & R fmaR - ZR It
BRELER - AT hER LT R R R B RT—AF 0 RSO A EER T & 2514
WO PR R T B ELE B W B T BRIV 5 =0 - 5 2 AWrseast E s AR RIS
8 bR T I R S HRER AN + MIBE BRI FH T ey T Bl S B {1 S R Bl 72 5%

B Pty S B RN Bh R B - 2208 1 ERBH - ot - DU = a T AR I RT 250
HEAR (—F8AR ) RO ZTRMEHERS - 28— - DAFREERTES 20 H » UJF] 250 HIARM
FEATAMSE AR - BORITHEE (BN FREERT 20 HEARY ) BiEHY (B EERTES 21 H
EHTE 250 HEARM ) FRE AR ATEGEHERY - S RlEt BB AT (X
5) » DLEGEIARZARRER (KX 6) - ik @ & NTHIMEEATER , (KX 7)) il
B o v e RS A TR S A U SR 1 FU AR 5 B I EE AL 1 B SRR T FR R Y
181 FSE {18 ) e P 382 S A S e 1y o

ry=a;+ :Bim ir T &€, (2)

TMygp, XMWVpep,  + TG0, XMVore,
rm, = 3)

MVige, 1 T MVore,

3 PRrPEEEEIRELR (2000) 7EEE H R R EET AR R E 0 —#%E%RE Ry 100 HZE 300 H -
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2 iR o FEIMREREER A E Z 0640 B DI ERERARF A EE S TS
Pr{E R = RS EREERE - HR - st ST EEEN - DOEEAT ARS8 2%
ZHALE - FES HEET IS A2 - AR E R " 445%E SEOs . - fRTE
L 54T (2 0 B = T A S i A A A S R R R AR IR P& ol e
VIR Ry " JES4%E SEOs | ¢
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#E
SEOs

SHTERE
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SEOs > RS E
EHEE

FRLEE
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EEEE >

\

2 SEOs &£EHHMVES

o AR R

AWFFef AP E IR - #75E SEOs BRHESGES - DABRERE ATERIIHR AN
HJRSFEE (Barberand and Lyon, 1997) < 5HEMREERE ANRF HAIFEREE - fEHEE
6 2 — BRI R DA (EE AT Ml - 3 AR SR R B SO TN EE » 2
B AR S 8 (Abnormal Return; AR) ( = 8) 5 45 FH i R IE 8L - HIIFIR{EBEHAERL
BT AN - BEERAESONTREZ EE B L) - BS55H DUE AR &
HEFERE (0 9) -

AR, =T +r) -0+ rm,) ®)

T T
ARIN:‘,T = H(l + ri,z) _H(l + rini,t) (9)
=1 (=1
He s 4r  RPATIGTEEUREEMETRRE - 3155 | 22 SEOs 78 THAMEFE &®E - DA
FERRE RS : - BE % SEOs 85 1 ELHEN : R BBHES { 5% SEOs 55 ( H i
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M rin, R¥SFESS | R SEOs 55 ¢ HZESE TR BRI -

g HEAR/ A rTREs BiESE - S Fama-French =& FEA i &%
(0 10) o B U AT 55 RS v N R v B BV (L T S PR R B S R R T
(Common Factor) * & HEEEERM (Excess Return) « BFEHEIESTH @ BB EAN
FREgIE R  JRAIDURSHERE A SEOs (RHEFH I - #FE DL H S Ry (5T 55mE + - H2R -
ol H1443% SEOs BHIE44E SEOs MEFHEIMNMI A= 2 - TR SR A H ZUEE R (Ht
TREE ~ BEAZEIRZCH - 2002) » WANA G B A SEE @ IERTRE S -

R, —RF =0+ B(RM, , —RF )+ B,SMB, , + BHML, ; + B lottery, +¢,, (10)

Hrfr o J%55 i 92 SEOs £¢5 T HARIHRM - DLHFRIEHESE s RF, - RM, > SMB,,
81 HML,, 53 S BC & 55 | 2 SEOs Filll HAR R Ry bR i ( LASE —3R1T— (8 A BlE
AR AR H AR AL ) » TR (2 3) « FEEFEFHE T E LR T
FiE T IR 5 lottery Ko i 22 SEOs S E B IR EL - S4%% SEOs Fy 1 » JE%E
7% SEOs 55 0 5 o By & HTE - H[l Jensen's Alpha 5 B R R84 5 & FyiRz14 -

FEAN - AW R atim/s F 31T SEOs FYBGR » AR FIEE R PR & i i Y 2 28
H#05 A Ritter (1991) BIHAEAHEHEIE (Wealth Relative)( = 11) © & B4 &0 B (R
1 RN EERI SRR 2 2= AKX -

1+R,
- 1+§’T an

Hrr o wr Rt E TR EAHEHEEE » R AR 73 HIEEANRIE R I R S Fr

B THARRE - FTEARIEESIE AR - 9 H AR (2 8) Bl ARIN (1 9) F =5 -

WR

T

=~ DRI R A

EREHEANEI - ZEINZEE R HIRENE S SEOs RIBEERIBEEH
1997 £ 11 B - % - BlaAmea i ERIEES - RS ZEARIT A H#EE—F 1AM
WEIE R - UE S DA RIER - BRASEEE(RLL 2011 52 7 B EHE—FHARE - DL1997 4£
11 HZE 20104 7 A2 > 317 X SEOs H5ERR /A B RIS P iy A Bl i g5 -
FLAN - g A2 RN R — IR I E R O E IR 1996 4 11 HE
2011 £ 7 H -

BRASEIUHMIRY SEOs H 792 % » fEHIFRIFE RFEAT 214 £ ~ SRIMERIEZE 505 -
EEFEEEE 4 EAMERERDER 9 1% - HiSR ARG 515 % - BRI AEEE

4  Fama-French =& T[RRI H HREIEERE - Moaise s HsRBIERY 5 - BIREE - 5F2EES
(2003) -
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ARETE SeETL SEOs RUSSERE - AR HBHSNEFTRBSEN - BELE
R THYES - iRtk - FEREFE RO L - S EHMAEERE NHREFRRAER -
DABEEE RS R B R B2 -

e BB

IS A (0 BT ST T U P R 2 57 — (A » 43 Fm s e (i
BRI B e 0 » JRLATE 43 HE L 4B AR SEOs » TERIBEAS 515 50eh » P &445
SEOs B A 128 5 1 4 387 FHEA - HIBHE R JE457 SEOs - SSBHF MR A EH I -
BEIIFASE 1 [T Part | FFTRSEEEARAOIE - H7EIE SR AP ME 5 18.54% ¢ LU
ST+ (BN FITE AL PR B — (A 5 R L W S A AR (6 100 7T » HI €7D
81.46 TEIIERS 21T SEOs - 1E W5 HHSEE SEOs % » AHIZER DU EIRA 738 Fe s B4
BRI RL - Q15 | B Part 11T - 459 SEOs WV IR, 32.60% » EhiATE
4575 SEOs 11 13.86% » FLEA3E BB S B A 1% - (i (& TR - $H% Estasl
B (IR 2% - S AR TR - B I 20 B 5 B A i B i B+
R BATER » (REERSSE SEOs BB SR B ER T E =R -

SEOs BRI — Bk - TS ERI LTI - AW LT §IATS p
e B L TG (1 S B LT R R B 2 TS A - BRI - A
B S AR B RS ARSI (IR e » FALA R (B B SR B B s e B
{ES47 (B0 0B P AL B T R 77 5 (B SR B - TS+ MR LA (R 2 S T
SR A T R T A RS HE I BS5 SEOs A PRI FA T FE (B 5 S i ) -
B R R AR ST - fS BT - 955 SEOs M HIHT SIS A e I B R
11743 > FHIAR 1 AOBAIE » 57 AT — S B00 0 P FOSIT T BRETE  HAS 0T ¢ AR T -
4455 SEOs (TSI A e 2 SIS 64 0.7647  HLEBUM F /R 5445 SEOs
A3 0 B P2 B 0 - 5 L — R TP S R 2 RIS
IR THIEBLE - HI4SBEIELSE SEOs A EE T « -

5 ARWrFesra DR RT— (8 A B B SR EE TSR - (hE AR o W DA SR LB R
BB RN B R - W43 HI%E5%E SEOs #H A1 o bt B EEEfAR B SO rh i F T HAAE S e 2 v 22
FRLIERR - R0 - AWFFEH AT IS R AR 22 YRR - FRE PR E BRI EE T
T HE SR DU S AR ST R AR B T AT RESE R AL T AR - ELRESE (T I B S S (] S R B R PR -
ERIEE > DASITHRE 9 2 2 A v 2 i A (8] Sl PR B8y - e s o -
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®1 EERFE

Part I: #88EAK
pi=| =] Fi9E THEE &/IME 25% FRA{E 75% RAE
B 0.1854  0.1916 -1.9057  0.1030 0.1970  0.2906  0.6480
AHAMES R A 0.8665  0.3200 0.0899 0.6643  0.8302  1.0455  3.0468
— AR A 0.0303 0.0173  0.0100  0.0238  0.0283  0.0337  0.3402
Part II: #8231
#3% SEOs JEL4E SEOs Wi —JEE
RE FigE  FRE E#EE FiHE PUuE E#EE HEEZR
hERE 0.3269 0.3108 0.1009 0.1386 0.1492 0.1915 0.1882***(0.0000)

THAFEE R =IZ#EZE 1.1743  1.0876 0.3067 0.7647 0.7486 0.2523 0.4096***(0.0000)
—FHRR AR A 0.0289 0.0279 0.0070 0.0308 0.0285 0.0195 -0.0019(0.2832)

BARB1997 F11 BE 2010 F7 BZMAY 515K SEOs ; EFREHL4E3%E SEOs & 128 I8 » JEEEE
SEOs 7 387 &K - #T{EMEE » RETERAIHERL 7 RRERAET—E B SRR 15 ERY K 4 | SEHAMREE
EFEE  RUMSENXGEFEI —F B EERMNEE]TI% - R AIEERE_RTFHI
BLURERIEE R R LR AR IR AEE | —FHIREEAEE - Rt EHREI— TR EHRMEER
FIBEHEE - RPFEMAR p H >~  DRIRTEZIREEKE 10% ~ 5% ~ 1% ©

BeAh - 125 IR ZEH LR BRI - A RIHTEET IR R ME R E A2 Bk
GRIERNN B 5 BRIL - B ] HER R A (E RS R B B A AR = - JREN{E
T 8 B A R AP (B 8 i 2 BRI (R AR RE o LATIEL - Bmof (et e Bl {1 ol e R
B ERIRA R - JRATR AT SE I o S R S B - PROE RS o ST (B0 R S A
PRz AR R S BR AR S (R RE REEBE AN TR 2 » B30 1-1 PRI (B IR L ST A i 2
fRAE RS BT S e AR e 22 B IR A s BT (R - ERLBA PR AT A
FERET SEOs HREERFES - 75 0 Rl E i e S p s B e Rk - AR g Rt
HIHTE IR - ABTFE 552 I 12 - BT (E 0 R — R R A AR e 2 Y R A =
S HH AT — FH R A AT S I SR AR R T (IR - AR DL E R - JREIR AR
(] {18 5] P R B R R AR B - R SCRF (o R AR B A e e o B R BB = 2 -
FE - JrEEE IR E R R - CH R A RIS R R A L - 50 B RE
R
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* 2 EREEREREHREEENEREER

LT &3 1-1 3L 1-2
wEIE 0.0996***(0.0000) 0.1743**(0.0000)
THREE IR AT AR 0.0991**%(0.0002) -
—IFHRE AR E - 0.3662(0.4550)
Adj. R? 0.0255 -0.0009

BB 1997 & 11 BZE 2010 F£ 7 BZ /Y 515 & SEOs ° AKRFAEERE - ABIa0TF -

&3 1-1 1 unp, = B, + B,sdratio, +¢,

& 1-2 2 unp, =B, +P,sd, +¢,

HP :unp, B2 i I SEOs ITEIRE - BIASH{EM 5L R RERILART— 8 B AR UL AZ 1918RY9oK % ; sdratio,
A% i K SEOs BT AR SRMBRZEAGEEAMREREZEE - RUMISENX G RET —FHRRRR
ENZEEET118 - B AR IS TS - BLUAHIREZEERLUSHIREIRAEE | sd A
X SEOs BFITAR SR EMN—FHIREIEEE - RETEPE—F IR ERMEEBIRREE -
RKAPFFIMAB pE >~ DRIRTZERNFEE KLE 10% ~ 5% ~ 1% ©

= TSR R R

B R SRIALTE - DIER R & N2 BAL4E SEOs HYTE I - PRSI/ RINER 3
Hrf Part [ R#EEEAS » T Part 1 FRDLSSE R G B AR R AV LIS » R AT SEs R A
AL o TR AS ST 0 %%5% SEOs 2K $ {5 SF 3 {H Fy 40.8867 T ¢ B JE L% 3% SEOs HY
39.3955 JUAHLL - SREEEELE - 5.2 » 4% SEOs WE MR A BRI AR K - 55
FH R FR B R ET A - KES R A& N HEEEE —Rk - ST FOlths S - IR
JEATFFC 60 AT (E R BT I A EHE RS /0 %45% SEOs FYHIH » BRIEE N (ErEEE —
iR THEE EWAAHEHER — R TR - HAL R AG A RS IR B RSN
BHE - M AREEZEARE - mHREERO R =K -

G EIRERIET - BITAFINRAEHGRT—H A SHEGA - 5 AR
ERAGE N FERIT K - #Mets 8 RIEARCBEEEEERGaIEE B2
— MR HIIEE N A GE R —RAVENETE - RIS BRI R i sk AN - 4455
SEOs HYHE &R ECFII(E Fy 215.2896 T4 » (H/Z2IFEEE SEOs All{# 89.8092 {4 » H
22 SR BAE K YE 1% - KL - BT RE MG - & A ZERESE SEOs « 4k
Ky SEOs HEEEFI &G A 21 - 455 SEOs HSEII(E B 2.85% » IRENEHME R &R 18
ZH e Dl— ANBEE —RAIES] - AIREHRERIIERE = A - KEBIJESE SEOs » 4
HRAEGE 25.48% » BURHIEAEH A SIS - DL - ARSI K EsE
HEEEE S AENEL - Y455 SEOs BRES [#E & A A R S Bl o

TEHEE NG FERGH - SRR RSN E R 2 IR E - (R IRESE
7% SEOs HY B E [RGB FR I E RS - np P HEsm2 B EDUERIE N B L - B &
(% E NGEEE I BEMmD - ARSI & AR = A % 2] 44% SEOs » [L¥#
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HIRRAEH GBI ERZEE - FE - (455 SEOs [ERg/KUE R JIHE A
BiNEER - HRREMETETEE - <REAGHRG OB RN TS TERGRE -
fE—fRE IR E A& ERNAEN T ITEREESHEERS (T -

* 3 FREBHSEEIHIERTEK

Part |: #81EK
=] FigE T =/IVE 25% AR E 75% BRAE
EEHE (JT) 39.7661 37.2814 3.0000 18.0000 28.0000 50.0000 420.0000
BRAEIERRESRE (3R ) 1.0447 0.2858 1.0000 1.0000 1.0000 1.0000 5.0000
EEHEREY (1T5R) 3.7112 7.8776 0.0990 0.7480 1.2750 3.0000 62.0000
FEHESEE(BEEIT) 101.9032 191.4971 2.3700 21.0000 43.5000 94.8350 1919.0000
ERREHAR (FBR ) 3.5010 1.1559 2.0000 3.0000 3.0000 4.0000 13.0000
MWAIREE (T4 )  120.9966 162.9538  0.0020 10.8560 56.1340 152.5540  904.6960
FREER 0.1985 0.3415 0.0012 0.0091 0.0278 0.1430 1.0000
Part I1: #8731l
#43% SEOs JE#45%E SEOs 453% — JELEE
=S|
FiHE (B EAEE FiHE HBNAE  1EEE HEER
A EHE
() 40.8867 31.4000 28.3466 39.3955 26.0000 39.8231 1.4912(0.6952)
JT
BRI ER &
1.0391 1.0000 0.2633 1.0465 1.0000 0.2931 -0.0074(0.7985)
BREI (R )
H 3.2354 1.3235 6.7687 3.8686 1.2750 8.2134 -0.6332(0.4310)
(fF5R)
AIHEE
* 'é_]._,_fE 96.8050 43.1655 161.5929 103.5895 43.5000 200.5709 -6.7845(0.7286)
(B&ET)
ERREHAR
B 3.5547 3.0000 1.1069 3.4832 3.0000 1.1725 0.0715(0.5447)
(BR)
EwY
() 215.2896 138.6335 195.3122 89.8092 33.3420 137.4225 125.4803***(0.0000)
R 0.0285 0.0096 0.0951 0.2548 0.0462 0.3736 -0.2263***(0.0000)

BAB 1997 F 11 BE 2010 F£7 B Z R 515 K SEOs ; HAEHL443%E SEOs & 128 X » JF&E
SEOs /3 387 K - RPIEINAL p B > * ~ ** » ** DRIRTERIFRZEIKAE 10% ~ 5% ~ 1%

= Hptn B A iR R A K %

FRAZHTIL Y 73 A A R - #25 SEEIRE AR ELEE SEOs - (HE B H TR KAV
TN R - TREIGIRE R ESE R —THRYR TSR B AT T - BRRILBE Y - AHHSRLE
f I FH B R SR EL G E Ry (2 SEOs BAMRIVAZ 7 rh - I AL IAISR - BAZAS 2 BE AR 45
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B o R 4 VRPERELEER U M RARAGEER - MREEAE - Bl
R - R 2-1 Tl - HREMZELER BN - WG R (%2
SEOs J 1 » JE4%%E SEOs 1 0) - FHESERABMERIREUREEEF A J - & SEOs A
HLEER R R ERDIE - REREGHBIER (R A BWER - OREZE

HANFTRER BB N\ T RIEEAYIAISE -

® 4 PERERHEEHER EGEZNEREER

ey &3 2-1 X 2-2 1= 2-3 X 24
HEUIE 0.2548***(0.0000) 0.4063***(0.0000) 0.6341***(0.0000) 0.5356***(0.0001)
BB -0.2263***(0.0000) -0.2194***(0.0000) -0.1917***(0.0000) -0.1888***(0.0000)
SERYKRES - -0.0067***(0.0006) -0.0073***(0.0003) -0.0074***(0.0002)
% 3 AR - - 0.0000(0.9933) 0.0005(0.7326)
LRI - - 0.0182(0.6434) 0.0208(0.5950)
EER - - 0.0218(0.5409) 0.0283(0.4296)
Ln( FH1EE ) - - -0.0335**(0.0248) -0.0301** (0.0468)
REREFIR - - 1.1492(0.2462) 1.3711(0.1726)
AEHE RS - - 0.0003(0.7584) 0.0005(0.6750)
BfELEER - - 0.1955%(0.0695)  0.2470**(0.0171)
EI R R R - -~ 0.0184(0.4278) 0.0242(0.3045)
& E BN =R - -~ -2.2930***(0.0009) -
BARER - - - -0.0725**(0.0006)
Adj. R? 0.0804 0.09941 0.1636 0.1653

AR 1997 & 11 BZE 2010 & 7 B 2AY 515 & SEOs - ARFAEERENX - HBIa0TF -
183K 2-1 © allot, = B, + B lottery, +e,

&3 2-2:
&I 2-3:

allot, = B, + B lottery, + B indicator, +¢,

allot, = B, + B lottery, + B,indicator, + B jterm, + B list, + B sindustry, +B (Ln(mv,)
+ B, dividend, + Bgreputation, + Bydebt, + B, salesg, + P, roa, +¢,

allot, = B, + B,lottery, + B indicator, + B jterm, + B list, + B sindustry, +B (Ln(mv,)
+B,dividend, + Bgreputation; + Bydebt, + B, salesg, + P, ,eps; +¢,

Hrp  allot &% i I SEOs BRIEHREE ; lottery, /&5 i I SEOs 2 ENSHEM - SEESEOs A1 JF
4% SEOs /& 0 ; indicator, £58 i 28 SEOs BRI KRB HKERD B 5 term, /58 i K SEOs
TR BRI » ARSI HEEE EFRIEERMA B eV EARI 8L 5 Jist /58 i K SEOs kil » SE=E
BETPRITE 1 EEEEERORITAE O industry, B i I SEOs RITATIABEER -
SEFEER1 FEFEESR O mv, 2% i K SEOs BITARTIREE  REENERITAR®E
SEOs FfERI—EH SBREMNTIREEER ; dividend, %58 i I SEOs BITARIREMFIEK -
BNIRE AL FIFRETHSA R ERRERT—E B BRRATHI51E(E ; reputation, /%8 i 3% SEOs FASHEEE - LIX
WESEE IR A R R B (E EHASE R R BUR IR H ; debt, ~ salesg, ~ roa, ~ eps, FRIRE i K
SEOs #ITARBMEILR « BARR - EERME - SREL  ERPEITRINFNETF
B o RPFEIRAKB p E -~ ™ DRIFRTRERIREE KL 10% ~ 5% ~ 1% °

EI 2-4 ¢
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R 2-2 PRV 2-1 FoBeme - Soa A FRIIAIHEY " SRR ENE o, - HAv i
HIRBE IR S A E - B E SEOs IMEMERE - MEIEQFERESKEAN
JEREIGERRIT - R & AT » WHEERRARIEETFER - BRas R R AR E 9 B Th &R
RERFE AR  FREEITREGT SRENEBRES2HAE - FFRVE -
R R A A A AR A [ & #5 FTH SEOs B4 » FJEHEIERT S4B R B - i Lol ks
SLE Kumar (2009) F8HI St RSB ERVESE R TR K - WAGESR « Rilanlt mRE
BT REANZHHRELSGE SEOs FITEDL - AW FE S RIB R A RER 8 &
FRFEGE - BEE(RRFE=I > o hltem SRE TRUREETEK - BR S B
SEOs H 445 R HL 785 e i i i S SRR AR TG IRY » T A $H B Hh B i = B
BRI (240.9963 ) BLRARATTERR (1.82%) ° HI{ERRE JRBR AR B RURR T -
443% SEOs f8 & i (B SR IR 44 SEOs » H.4%% SEOs HHEREHZ (RN IFSE
SEOs ° It » SCRAMEFRSIEERITNMERT - 45E SEOs BEEHIT K - HEEDIHIEKT) -
S S SR A B IR - BEPREEE SEOs fRoR (s - (HEHEIELEE SEOs ZHZERE
KIgHE/N - A7 5 R AER Y = BB TS T -

X

x5 =%l SEOs FE>

=R 158 #45% SEOs JELE5E SEOs gk —JREEE
A% REtstt (1F14) 130.0771 86.0103 44.0668*(0.0654)
REE=R 0.0406 0.0874 -0.0468(0.3106)
BE SR (1F19) 216.9367 92.2816 124.6550***(0.0001)
AREgE=R 0.0334 0.2663 -0.2329***(0.0000)
R fREEE () 240.9963 89.1283 151.8681***(0.0000)
g 0.0182 0.2894 -0.2711***(0.0000)

A 1997 £ 11 HE 2010 £7 B2 RBIA0 515 %K SEOs ; HPEHL 4455 SEOs /& 128 5 » JE4E
SEOs & 387 X - EREMNMNES - RIEBITHRSEESZEEERRAEHZERHEEHEIH O F
45 53 ) > AMIEEERIERATEDAILIE - FLE - 315 - S8EE - B - AR THE IS IIEH
EHIIE (HDE 32 2L L) BEAETE (HE23 F 31 920 ) MEXCIEHEEEER (D8 225
HUF) e RABMAE pE - * ™~ DRIRTEZEZIBEZEKE 10% ~ 5% ~ 1% ©

AR - ABtFehS i Ea s = rh 5 B — Se AR Ry L w4 - RS R L AR (H
NFEIEAL HEH ZE SEOs HERRLA H RV 8 ~ BBl (% SEOs REEEZRAS
FragfT& Ry 1 EEEEE P LHETAIR 0) » BB (S AFBRETERER 1

6 {TEBEIBERZ B &S H B RRHRE B HRUEREIEEM - SIS ESHEET
EE MR BT DA AR JRERSEENIZE N - VR E B TR R
HECME - BOEEMEE - R TERBRICEERERNE - SHESER 1 B 57 MERERE
R RO NIHER A58 > BTHR 9 28 45 53 » S BURE RN SRS -
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A FE MBS ARZ TR

FFETEFEAR 0) » NEHEHERT—EHWTHESEE - ReAE R FIHE
R mI R g ET— (8 H B T35 EE ) ~ AR EE (DU S IR AR A I R BT
SEOs A M R B BB ) - DL A FIE BRI SEE B E HER ~ Bk
R RIS ) HApERIME 3 B DLE E SRIEE (Return of Asset; ROA) EAEEE &2 ER
(Earnings Per Share; EPS) R CEIEY - #2101 43 HO X 2-3 B = 2-4 « BRamfse=0ay(d
MR (R 4)  WENRFIBRITARENE - FEEETSEE - (REEERE S E
FIMESE - MARIBOIEIIRE - 265k B - B2EBIREFESE - BICRSENZE
B R DURR A S » RS MR R K - REEAE - AT
B AR =0 R AR S 15 BB E I A R R - S8E R U SO IR BRI s B+
BHE A  BIL - A RSZHF SEOs BERAIE R R - BlSSER HUE S8R -

E2 - 445 SEOs 5%
AT —EIERE » FRE I E NGRS HESE SEOs HIRETE - REHE T
STE IR E ANEF] SR 44E SEOs » HAB R [HIN A » PLEIRSSERE o HX - k3l
THE A S4E SEOs HISCIE » DLELBRES [l o Bl [ SR A B &= %8 AL -

— ~ HEHELS

B ZEBMREATEE SEOs AN ER S » R IEE NGES R RS
HYNRET S EAHRE 2 WA - et E R R EE LlfE - mERiE
NNEF]HEE ] SEOs » HiKFDUASHERE A » MURISEET B H S IE 5 0R3% & DU B (E i
G {0 R B H R SRR — ER AR AR - H D RS R R - fERFR 6 s » 53
TGRLRHAESGAE 3 - 455 SEOs FYE H (20 H ) AR FHI{E R 0.4394 » (RILIEAIEE -
AR BHA S NRERK I 1S 447 SEOs » HIIWIHAESUE R FIAT S - (EIE445%E SEOs J7H »
ERONEELIENR » HEHEEH AR SFIIEER 0.1000 » FHZF(ER % SEOs « [HIFEE
HJ/E » Tim SEOs B EAYERE - HERE AR - il —F B aE %
BER TSR ; LRI ZE R - DISSE SEOs fENBEE B » 1ML BEE 2= AR
B2 200 HEART - BIESE SR SRR R N EIEE SRR » 5T ARIN » e RTAE SR
BLRAREL R -

R A M EEN > TR 2R AR IR 25 REE TSR
F o AT AR S RS SR R B2 - B 55 A Fama-French [T - ffR%E
H A F 7 - Fama-French = Al 7 & AU H BUIH o - R AIETENE S HIIEE - X
Jensen’s Alpha ; FCEAMFSe T - FRig SR EIELSE SEOs MBI AR - B @
HIRRAR L E B IERI R BRI " lottery ; —2%4% SEOs Ky 1 » JE44E SEOs £ 0
BT A ER IR RET - $SEBMIEREE G ERRE - 852 B
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TR ASLF AT - 4855 SEOs S h#E - FHIL A A » Fama-French = Al TR HY
fHlRG AR - BEr R A kR e — 2y -

RIZHIEEREE - BURRE AEE A SEOs 18 » FrAlBF S4B R - Al
HA] DS BAYRERY - LA SSERIEAIARER - AlGe & B AR T (R 443% SEOs Hl
MESHFRRBOREE - (BT FTe S R ST - h5 15— EHE S
BERE o MERLEE SEOs AR - (HEE IR L ES R EA R E N E (P
HNIGEKRIR 3%) » FERRAITEDTL T - SOEE B A & A2k 2 AR 7ER8 Ry IEe
REEZ B » 35 AehRas B R RV & A2 F N R T44E SEOs HUEEE - HIRIfE
KA D B B T FR I I 224458 SEOs BES [FE RIS ENE - JER BN A FIEHY
BRI IEEE R ERE BOR © MY > S5 R8I A 8 e B = R R R 2
% SEOs #1TIMEBRIE » ARZAE BRI E L RIHIHOR -

* 6 HRBRAZ -FHHRE

Part |: #2884
HARS FEi9E A =/IME 25% SNV 75% RXE
AR (LIS 8UAEEIRIE )
20 0.2259 0.3219 -0.6647 0.0112 0.1608 0.3819 1.8681
125 0.2667 0.6387 -0.8647 -0.1287 0.1210 0.4560 4.4908
250 0.2567 0.9203 -1.2628 -0.2279 0.0410 0.4498 8.5105
ARIN ( LIRSS EEIEIZ )
20 0.2219 0.3159 -0.6284 0.0147 0.1524 0.3692 1.7963
125 0.2486 0.6112 -1.0059 -0.1000 0.1024 0.4291 4.4199
250 0.2217 0.8861 -2.1761 -0.2418 0.0500 0.4199 8.1574
Part II: %231
#45% SEOs JE#4:E SEOs 45k —JREEE
A FEigE FRO{E EAEE FEiHE FROZ{E EAEE HEER
AR ( LIT B8R LEFE1T )
20 0.4394 0.3760 0.3500 0.1553 0.1000 0.2785 0.2840***(0.0000)
125 0.4842 0.3362 0.6989 0.1948 0.0599 0.6014 0.2894***(0.0000)
250 0.3619 0.1416 0.9723 0.2219  -0.0111 0.9011  0.1401(0.1356)
ARIN ( LIEZIEBUEEERIZ)
20 0.4279 0.3666 0.3459 0.1537 0.1041 0.2735 0.2741***(0.0000)
125 0.4487 0.3150 0.6707 0.1825 0.0676 0.5760 0.2662***(0.0000)
250 0.3097 0.1764 0.9324 0.1925 0.0020 0.8696  0.1172(0.1950)

BAE1997 £ 11 BE 2010 F 7 HZ2ZRBA9515% SEOs : P E M £43%E SEOs /& 128 ¥ » JELEE
SEOs /& 387 & - FAREIERETERLUKSHERA - B REENISEHIRREN - RpiE IR A pE > *
s ok DRI FRONESIFEE KHE 10% ~ 5% ~ 1% ©
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R 7 EBEBZ — Fama-French =ZREF&E

HARS o RM-RF SMB HML lottery Adj. R?
0.1622%** 1.4549%*  2.7911***  -0.7229***  0.2635"**

20 0.2940
(0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
0.1994*** 1.1073*** 1.4446**  -0.6849***  0.3148***

125 0.2319
(0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
0.2221%** 1.4828**  2.0447***  -0.5015***  0.2003**

250 0.2083
(0.0000) (0.0000) (0.0000) (0.0005) (0.0275)

SEOs HA:2EVE 1997 £ 11 A% 2010 £ 7 B2 B 515 - AF{EAESERMT
R, —RF =0+ ﬁ(RMLT — RE,T) + BZSMBx,T + |33HML,‘T + B,lottery, +é, 1
ﬁm:Rng%nisaxuﬁmﬁaﬂﬁﬁﬁr%%ﬁw’$$$%ﬁmﬁﬁﬁuﬂﬁ@%A:Rﬁ,

_~ SMB_ 8 HML 5B 4% i % SEOs S N e MM MEREE « el  MASE FEUS(E
mﬁ&l%ﬁﬁT%ﬁﬁw lottery, %% i 3 SEOs 865 B RS - ©%4% SEOs B 1 JELSE
SEOs 5 0 » FRAEAIAE p {8 7 * » **  ** HBIFTEEIBEZ KL 10% 5% ~ 1% °

xmmmmmmmwmmmmwmmmwmm ¥

125 250
il

*

XNWWWWWWWWWWWWWWWWMWM &

125 250
iR

BAB1997 F1MBE2010F 7 B2 515K SEOs ; HAPE /4% SEOs & 128 K » FF&EE
SEOs /& 387 & - HBIARETERLUKHERA - BEFREARERFSEHIRME - B * -~ ** = 253l
FREEE SEOs HIFLEE SEOs R HHARFREN T 19 = ERIFRZE KEE 10% ~ 5% ~ 1% °

B 3 FREEIREES

o~ TS

L AR R A B AT I R AR - B RGER A E LBE (R R - ke
TS A\ T 174455 SEOs WIS HE - T K ERI M & - 3% 2 IR IERT— H a9 loi (=
B - MRFTERE — BRI R AR AR - SR A0ZR 8 HlE 4 R - {ERE SRR
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EERARITE DL T - FHE H AR B2 ARIN SPE{E S B -0.0476 Eil -0.0592 7151 - DAANE]
FEVEFRRER R R AU A (E - REITHESER A 3817 SEOs #HIFf & HRERE -

PR AT N B R S E R - B AR B HEGERIR FSEE I E I
HehFEHE » AR BEE SO GmIL - A1 HAIBENEA AL (Pecking Order Model)
(Myers and Majluf, 1984) » $5 1 AT RER /X = BREUHE tt & [T (B0 L (E A S (i B HAR P -
AL » DIESERFBIE SRR - EESEE - BIZEE 4 - S5EHEPESE T HE
AR FEIRIESS o AN am AT B 2 BT B XU R HEFR AT - 4% SEOs S5 #il B i
HEFIA TR B 2R EHE - KEITJESE SEOs BRIRHIFHE R 5 g2 En] Al
HH B 72 F A oy A A A FR I R =8 B #HRE (60 H ) ° FFPA Fama-French = A= &
Z (32 9)  BRYE SEOs (£ R A HAN N A S (KRR - A REEE
FHFSEEAEE] -

* 8 ThizRE-—FHHRE

Part |: #2884
158 Ei51E EAEE =/VME 25% FRf{E 75% RAE
AR ( LB 8UAE#EH51E )

20 -0.0231 0.1323 -0.5144 -0.1026 -0.0355 0.0427 1.0301
125 0.0049 0.4181 -0.7349 -0.2362 -0.0991 0.1526 2.6179
250 0.0048 0.6847 -1.1495 -0.3437 -0.1411 0.1339 5.3358

ARIN ( LIEZESAEAEIER)

20 -0.0271 0.1305 -0.4904 -0.1013 -0.0324 0.0354 1.0306
125 -0.0132 0.3962 -0.9788 -0.2398 -0.0896 0.1158 2.5470
250 -0.0302 0.6595 -1.3097 -0.3475 -0.1472 0.1010 4.9827

Part II: %231
A #45% SEOs JEL4E SEOs $E —IREEE
FEigE  PhfE  FEE OFHE PhalE EEE HE=R
AR ( LI B8 21T )
20 -0.0476 -0.0434 0.1212 -0.0150 -0.0333  0.1349 -0.0327**(0.0152)
125 -0.0081 -0.0805 0.3984 0.0092 -0.1010 0.4249 -0.0172(0.6868)
250 -0.0690 -0.1667 0.6487 0.0292 -0.1373  0.6953 -0.0982(0.1596)
ARIN ( LIEZIEBAEEIEIEZ)
20 -0.0592 -0.0501 0.1203 -0.0165 -0.0272  0.1321 -0.0426***(0.0013)
125 -0.0435 -0.0968 0.3817 -0.0032 -0.0880 0.4009 -0.0403(0.3187)
250 -0.1213 -0.1824 0.6281 -0.0001 -0.1263 0.6677 -0.1212%(0.0715)

BAE1997 £ 11 BE 2010 F 7 B 2ZRBAE9515% SEOs : HPEH 4435 SEOs /& 128 ¥ » JELEE
SEOs A& 387 R - miBREGTERLUBEI —HBBRERBA > BFREOEENSEIMIRE - RIiER
A p I E * = DRRTRIERNFEZKE 10% ~ 5% ~ 1% °
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*K 9 ™SR ME— Fama-French ZEF&E=

HARS a RM-RF SMB HML lottery Adj. R?
-0.0133** 1.0746**  0.6331***  -0.2409***  -0.0380***
20 0.2840
(0.0480) (0.0000) (0.0024) (0.0019) (0.0045)
0.0086 1.1932***  0.6106***  -0.2986*** 0.0011
125 0.3022
(0.6924) (0.0000) (0.0036) (0.0041) (0.9800)
0.0212 1.3731%* 1.4169**  -0.2502** -0.0547
250 0.2616
(0.5367) (0.0000) (0.0000) (0.0205) (0.4207)

AR 1997 2 11 B2 2010 £ 7 B2 RIHY 515 3 SEOs © ARMEAERHEAMT :

R, —RF =0+ ﬁ(RM‘YT - RE,T) + BZSMBx,T + |33HMLI.‘T + B,lottery, +¢,

Heb R 5% % SEOs LU FEE D EH IS T HBRISHMN - AZRrhin S M (R Ek T L SR A AT — E U AR (S
A RF,,~RM,,~ SMB_ 8 HML  SBIAEAE i R SEOs R HEERMEAREE « iHgs « 2
P EUF A ELLE T3 THIRISRAN ; lottery, /528 i R SEOs S6EBILEAHEY « 2455 SEOs & 11
JE8E SEOs # 0 ° RAIEIMAE p (H > * ™ » ** DBIRTEBITEEKE 10% ~ 5% ~ 1% °
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0 125 250
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BAAE1997 £ 11 BE 2010 F 7 B 2RBA9515% SEOs : HPEH €435 SEOs /& 128 ¥ » JELE
SEOs A& 387 X - i EETERLUBET—HWEREEA > BB HEENSEHRSRMN - B -
e PRI FROREEE SEOs EJELEE SEOs HIS A HARIIRAN 1= BiEDIREEIKHE 10% ~ 5% ~ 1% °

1)

B4 misREESR
B A BB T S g Rl - R ERFE TS B EE FF A R R BB BOR 5 Rl
BB HEEER BN SEOs - AN E IS U 3 R B EE - FR AT S5 RO S W H 88 e SR
L BUIRIBEEE SEOs BURIHE MBI G2 - B8 I ARV & R R E R e S 3 T 1
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SZRIRIGE - AWEFe555 AT EAEHEEES (Ritter, 1991) » 4455 SEOs #1742
FIERCRAA R R HESSE SEOs #T R (BILARIE G UG IR 28 ) iFE 2= %
A2 10 Ao - G S —FHAR R (LR E 5 - SRR & HEREETE 07 2
T 5 /NS 1 RYEUE - FR485% SEOs BRI EAHEMEE © LA - AWFFEIR i
LEFEHIELEE SEOs BTN A E IRAVZ S - IRIBH M & HEHEEP B /N 1 8y
EE - FORAFEFR S RHE R - (A FFRTYSE SEOs B I E5E il KRR A H
T

& N R IF I SEE SEOs » IR RENEFIfE1S - IRIBAWT TR EH A5 R - ieEHRE
S BRI ; BIERAEHRIEET) - MEERIRRIEAZER - Br T B 29 - AEE
EHMIAK - DT AREHEER AR - 5 H SEOs BREGEREC MIEBRELE
HIBEGE - BINEEES - At - 8458 SEOs HNBITHHNE CMILTE LTS - U
FEEHG - (2 - siERRAYA MG - HUE A& 28 F3#{T45E SEOs HIfH
B JREVEZBCRERKIHISIR - 5.2 - & DAEFHET R R B 520 - SREUIEA E S fl
i o S TR E A R B R RV = BUSR o IR S - DLEREERIAYIRE] - At
FEAl AR A RIS & 2R E R - B0 RBEREA R R EMms 7 - =
B BRI LR E A - 55— - SEOs WYSSERFL » HH BT (8 B = (1) s
BEENTERTIRR 5 A& R A AR OB IR T EA K ERITIRE - MREFRREZAF
FI{E Bl B RS - E2%E SEOs BB T S RIS E AR R ZFE - B > AWTsell
HI—E AR - MR E NI ELEE SEOs RUMIE BN T 5 aE IR - HEENGES
AIFFAE T - REMESZENE A - BURSSE SEOs #1T/A IR AR I IEEE TS

22 -
* 10 MIEMEEEE —{%E SEOs ERRIAE
vs. #%3E SEOs A% SH vs. JEL45E SEOs RS
AR ARIN AR ARIN
20 0.6616 0.6589 0.9668 0.9567
125 0.6683 0.6602 0.9829 0.9595
250 0.6836 0.6709 0.9045 0.8788

BEAE1997 F11 HE 2010 F7 A ZRBIaY 515K SEOs : B/ 4435 SEOs & 128 I » JELEFE
SEOs 75 387 R - ElR R EFTERLUPEI—AWREREA - BFEAEEFE RS © iR
AZRISRLUERERERB A - AR RUMSEBAREREFTENFEHREE RN - ARIN SILERERS
AT -

71



A FE MBS ARZ TR

1.20
— vs. JFEIESEOs P

1.10 === vs. S4ESEOsHHE A
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1.10 === vs. ZEESEOsHRL
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BARB1997 F11 BE 2010 £ 7 B Z BRI 515 K SEOs ; HAEH44:E SEOs & 128 3 » JE&E
SEOs /5 387 X - BRI EETERLFEAI—AIEERA - BFREREENSEIIRRE & iR
AZ RIS LUEREHERB A - AR RUTISEBARERIFSTEMNF IR EE RN - ARIN SILIERERS
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Using the Lottery View to Analyze the Subscription Fads of SEOs

Chao-Shi Wang, Associate Professor, Department of Business Administration, National Taichung
University of Science and Technology

Introduction

The equity financing policy indicates that the current stock price is overvalued.
Consequently, the market reacts negatively to seasoned equity offerings (SEOs) (Loughran
and Ritter, 1997). This phenomenon should turn investors away from public offers, but it has
not (Wang, 2011). This study adopts the idea of “Lottery-type Stock™ to examine the puzzle
of SEOs demand, that is, the high demand for SEOs despite their poor performance.

Lotteries and stocks are generally considered too different to be compared. However,
recent studies have suggested that the two share numerous characteristics. Kumar (2009)
defined lottery-type stocks as stocks that possess the following “lottery-like” characteristics:
low price, high stock-specific volatility, and high stock-specific skewness. Kumar (2009)
completed empirical research and found that individual investors preferred lottery-type
stocks to other stocks. In addition, unfavorable economic conditions increase the demand for
lottery-type stocks. Kumar (2009) also identified the characteristics of individual investors
who preferred lottery-type stocks. These investors possess little wealth and a low level of
education and are also young, single, and male. These characteristics are all found among
lottery participants.

The special characteristics of SEOs, including poor initial performance, underpricing,
and the high risk of asymmetrical information in the primary market, are excellent matches
for the characteristics of lottery-type stocks identified by Kumar (2009). Underpricing is
supported by academic theories. According to the “Winner’s Curse hypothesis” (Rock,
1986), underpricing not only compensates for the potential loss investors face because of
information asymmetry but also prompt the information advantage investors to participation.
The degree to which underpricing occurs is also related to price uncertainty (Altinkilic and
Hansen, 2003; Corwin, 2003; Kim and Park, 2005), which further substantiates the argument
that participating in the primary market takes high risks.

Based on the basic features of SEOs, this study argues that underpricing and high
information asymmetry in the primary market as well as unfavorable initial performance can
be mapped with respect to the characteristics of lottery-type stocks, which include low price,
high stock-specific volatility, and stock-specific skewness. Although several empirical

studies have indicated that the initial performance of SEOs is unfavorable (this also reflects
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an unsymmetrical distribution of returns), investors participating in the subscription have a
chance to gain a profit margin with stocks purchased at below market prices. Thus, this study
investigates the puzzle of SEOs demand, that is, the disconnection between unfavorable

SEOs performance and the high demand for SEOs, from the perspective of the lottery.

Methodology

In this study, the characteristics of SEOs—similar to those found in lotteries, such as
low price, high stock-specific volatility, and high stock-specific skewness—are established
according to definitions described by Kumar (2009). Low price is the first requirement for a
lottery-type stock. Underpricing in SEOs is a sufficient representation of the low-price
requirement. This study adopts the degree of underpricing for SEOs as a proxy variable.

The second requirement for lottery-type stocks is high stock-specific volatility, which is
expressed in the study as “near-term relative residual standard deviation.” The market model
was employed to approximate the series of estimated residuals found in the year (Day-1 to
Day-250) before a seasoned equity offer. This series was then divided into two periods,
namely, near term (Day-1 to Day-20) and long term (Day-21 to Day-250). The standard
deviations of the residuals from these two periods were then calculated. Near-term relative
residual standard deviation was the ratio of the standard deviations from the residuals in the
two subperiods. The third requirement for lottery-like characteristics in stocks is high stock-
specific skewness. This skewness is one of the reasons SEOs were selected for examination
in this study. Numerous studies have verified unfavorable initial performance in SEOs, and
their assertions imply that the returns from SEOs should be asymmetrical. Consequently, this
study does not present a separate measurement of stock-specific skewness for SEOs.

The low price and high stock-specific volatility of lottery-type stocks were mapped with
respect to the proxy variables for SEOs, that is, degree of underpricing and near-term relative
residual standard deviation. These proxy variables were used to calculate the degree of
lottery-type characteristics displayed in sample SEOs. As shown in Fig. 1, SEOs were first
separated, based on the median value of the degree of underpricing, into a high underpricing
and a low underpricing group. The high underpricing group was then further divided into
two groups according to the median value of near-term relative residual standard deviation.
This study defines “lottery-type SEOs” as samples with high degrees of underpricing and
high near-term residual standard deviation. All other samples are classified as “non-lottery-
type SEOs”.
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Figure 1 Classification of SEOs Using Lottery-type Characteristics.

Empirical Results

Empirical samples for the study were chosen from 515 companies that issued and
completed public application offers for their first SEOs between November 1997 and July
2010. The Taiwan Stock Exchange and Taiwan Economic Journal Database provided data for
the study. Among the 515 sample companies, 128 were determined to be lottery-type SEOs,
whereas the other 387 samples were classified as non-lottery SEOs.

The primary goal of this study is to examine the demand for SEOs. The study’s findings
show that investors participate very actively in subscription of lottery-type SEOs. Because a
complex set of factors affects investor demands, these factors were also considered in the
study to achieve more complete results. Consequently, individual conditions, such as
prosperity monitoring indicator, the age of a company, offering type, industry type, market
value, cash dividends, outstanding debts, sales growth, profitability, and the reputation of
underwriters, were monitored. The results of the study indicate that when these factors are
controlled for in the model, lottery-type characteristics still show a significant relationship to
the lot winning rate for SEOs. This further confirms the hypothesis that the demand for SEOs
is closely linked to lottery-type characteristics.

A further evaluation of performance after application offers demonstrates that if
investors can purchase SEOs, especially lottery-type SEOs, they then have the ability to
obtain superior earnings. However, the study’s examination of supply and demand for the

SEOs market also raises an interesting question. Despite the advantageous performance

76



EARBERE F24 5528

exhibited by lottery-type SEOs, it is difficult to actually purchase this type of stocks.
Therefore, changes in the wealth of original shareholders because of the issue of SEOs
should also be considered. Relevant observations show that the wealth of original
shareholders decreases after lottery-type SEOs are issued. This evidence indicates that,
although lottery-type SEOs help raise capital for a company, they also exploit the wealth of

existing shareholders.

Implications
According to the empirical results, original shareholders should use the lottery concept
to examine company policy on equity financing. They can then understand that their own
wealth may be negatively affected by the issuance of lottery-type SEOs. Securities
regulatory authorities should also consider whether SEOs involve lottery-type characteristics
when they review SEOs cases. This type of reviews will allow the market to develop with
more stability, and will avoid losses that original shareholders may experience in the process

of acquiring funds for their company.

Contribution

Investors participating in SEOs have an opportunity to purchase stocks at below-market
prices. Whether the purchase of SEOs can be considered a form of gambling was the main
motivation behind the investigation performed in this study.

The study examined the demand for SEOs from the perspective of the lottery. The
lottery-type characteristics used in the study are mainly an extension of the definitions for
lottery-type stocks presented by Kumar (2009). These characteristics are adapted to match
the properties of SEOs, including underpricing and relative stock-specific volatility when the
offering draws nearer. It is hoped that exploring the puzzle of SEOs demand will contribute

to our understanding of the gambling behavior.
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