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Abstract

This paper investigates if firms can ease their financial constraints by issuing oversea
depositary receipts, using as sample Taiwan’s listed companies that issued DRs for the first
time from 1992 through 2009. Panel data and cross-section fixed-effects model are employed
for empirical analysis. The effect of DR issue in easing financial constraints is compared
with that of the seasoned public offerings in Taiwan’s equity market. We also investigate if
the effect depends on the capital influx from DR issue and the timing of DR issue. We find
that Taiwan’s listed companies can reduce their financial constraints by issuing DRs, but they
cannot do so by undertaking the seasoned public offerings in the domestic equity market.
Moreover, the effect is not caused by the capital influx from DR issue. We demonstrate that
its effect is most likely driven by the prestige and visibility gain from cross-border listing,
which gives the DR issuers greater and easier access to capital markets. Finally, our results
suggest that Taiwan’s listed companies can still garner prestige and investor recognition by
issuing DRs and reduce their financial constraints as a result, despite Taiwan has liberalized
its financial markets and improved its corporate governance practices substantially.
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TR - RZBEAN EHAFEA BRI SEEERE D - RIBEGEEST Y
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ISR &R AERT - BRI E N HBEFFERA A RIS - &R BTG E R EL
FeE N R L S RN R - BT AR SAHEENR S HIRE A - R A FREE
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Ed Reese and Weisbach (2002) 8/~ FI{ERE 77 15 B0 R 5o Z RIS 155 _E T RERR(EA T
HREAS » (e AR E A -
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Lins, Strickland, and Zenner (2005) DA PRl f#fE /A BRI 7 MNE RO B R -
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AR B EER - REH RN SR EREURAZE RIERE © MmEREZEZEN A FTE
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il - SHEE A E AR
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A FIAE 2 HEL 4 (HEREE RS (BITRIEERTRESH 1] 2 [EEZE) -

A DL T R B T [ R A fEEE R 2 AR DL T 2 B [ E SRR E
(Redundant Fixed-Effects Test) ffglif 2 G EAEE " EEXUE, - Bl ERE

104



EXEERE £25 5518

a2 SR ) NELE R E RS R AR R SRR - (R T EERE  FAE -

AR TEHER,  EREEDISETRIRERTEY] - N2 LIBEFEHEY
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BREE - ASC RS AT EEHE LAY TSR -
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AP BITEEREREN A FRFEGEE KBS E - TER T E S
T EAT] AR B r B B A M B e I E R E R 2 2 8 - BifE - ARy
FE A EL 1ssue (LRI SIEE - WEA R EH S E 2% - Issue fy 1 - BLBIEE ZH)
Issue £ 0 -
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TEVFYNERR - TN 22K H B ERIEUS -
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B EEA R EERE RS (2001 ) ; #MNEH L E BB E S A A
PRE— R R —4F (2001 47 ) 5 (L ANBI 22 E SR S B & RS - &
17 T —REE - AAETLEN ) (ERRTEE (2001 F ) ; FHFE—INEIREHEH 12
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i " ESREAKRIAELZ S ANRH#EE ) (2002 F) 5 3ROL T MTERE AR E A K
HIEZ S NRFEFL ) Rt E NTRRE BB IRAA S ECRIE - RN E ANIREZRAL S
Frik 0 SINERRILIRFERL S - DLHERE I3 e el 5 pie A1 75 PR S Aok (8 T IR 5 (2003
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R T T RREEEEATSEIIEECRRNER S » A FNAERE T ER T
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d2 FyRE P EL - 1F 2002 £ 2 2009 FE RE(TIFLRRE » d2=1" FHld2=0-

H Ay 2B (1) SMEE - N -
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(1) ZN5RAE 1992 2 2001 FZITF LIRS 0] DMEBE RSN - R {7 R EE %
PNERER B it SR ARREAZ P R & Rk IREN B, KR & -

(2) WISRAE 2002 LA ZE (T IBIMTREAERE T DA BB PR HIR D - RIE T4 1%
WECER SV ERRIEIZ B & - JRED B, K& -
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ASCLA 1992 A& 2009 - E KB TIBIMFLRER Eii AT RERAL T - AL
[FlEZETEMAT(ERBTFEEE - HERERNETHSIEEN AR B EAHF -
BRARS B B FE N R 5 BRI E & E R fr R (TEJ) °

FhreritgtE (BERES - ElUe B PESEE—®)  THAF (&
WE o~ Z2EE o BUiR )~ RIS AT ETREAR (FBITE SR ) IR ESGRL (ZAFR
2006 4 BAE T F T o [F4ESE(T GDR » WESETHTZ T EZER AT EEHT ) - A
RRIGE] 57 ZEEANE - Hib » EREHERETE (BTAFEAEREES)H 25
X BHEHBFRETE (BITAFRENEES)H32% -

h ~ BEIERDWT
= BT R PR 2 5
DU STy et e S R B PR AR - SHERASRER WY ER 1 1Y Panel A » EIER
T AR BUNER AN FIFERIT et R - REH WA SRR KERE R TR - IR
R TF Rt RE (A BRI - R AR wl R AR 1
(1) 1£ 10% BHEKHET - By 0.439 » (UREA LN FERTFLER LA > IREH
WHERHR i 2 IEAHRR - JREIERAC A RIERTTHT - B2 EIRE RS -
(2) £ 1% HEE/KHE T - g, Ky -0.593 - (UEREALNFRITHFUERZR® - EHN
AR BT B A KREAE B e - JREI# T et B A B IR B RCR -
(3)B, W2 A BEZE FLHA 0 - (RERILEHE Tobin's q MERE - ERSRE AN E R E
EEE - EREAHBTARNRERE AL - TR ITAFEEN
MEEHEL -
(4) £ 5% BEZ/KHET - g, 1 0.351 » (RERAFFRFER " gt ) HREFIEAZE -
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BRI
iy CF.4 CF ., x Issue M Cash;, ,

——=06+5 —+ 5, . + B, ——+p, —+€
A4 A, A, B TAn

Panel A: {EHHE 2 1@ - 4 {Es] 6 AR EAERAREITEEE ST

B, B, B, B, B, R? N
0.050 0.439¢ -0.5932 -0.004 0.351° 0.251 244
(1.086) (1.867) (-3.800) (-0.286) (2.093)

ZERETESEMSE (Redundant Fixed-Effects Test):
H,: EEERZERAY © x2(d.f. = 56) = 124.82 » p-value = 0.00 °
Panel B: RfEAHE 4 s} 6 EEREBAIRAA REITEEF S

B, B, B, B, B, R2 N
0.037 0.387 -0.564¢ -0.002 0.409° 0.241 208
(0.768) (1.503) (-3.271) (-0135) (2.118)

ZEREE S EME (Redundant Fixed-Effects Test):
H,: BISEXFER Z 8509 © x°(d.f. = 38) = 89.26 * p-value = 0.00 °
Panel C: R{EAH 6 AR BV AREITEER T

B, B, B, B, B, R? N
0.006 0.492 -0.444° -0.010 0.517¢ 0.006 156
(0.129) (1.540) (-2.161) (-0.597) (2.766)

ZERE E X FEIRTE (Redundant Fixed-Effects Test):
H,: BEERFER ZERAY © x2(d.f. = 26) = 34.43 > p-value = 0.09 °
S L EERREBURT () NEIFEAUMETE; LZa b cKRE 1% ~ 5% ~ 10% KETEEE - R
BT AEEE - REEMSIEAEE - R° %R Adjusted R? ©
2. RiE T ZHETWERTE , - RPFERENEMEE "EENE, -

B HE N TR E B AL R BRI 25 2 /1 Panel A - SHEFFE REURNHEAFFER S E S
% WEENE TSR ERRTEIR WA #E N - RAHEA S EBR N ETH S
WER A RE RGN o SRR R S SRR T « 17 5% B /KMET » B 55 0.281
REHIENFTETL SN E AT - BZFIRERS] g, Ky -0.181 » (HIRFEFIRHZ /KYE -
REAEB AT BB A &R EUOR © 78 1% B /KEET - B, 0.030
5% Tobin’s q B EH IEAE - B HEA FRIRE A DU ERE B ; g, L
WHBZERR O (REAFFREN "B s EmeE -

ELL ESr e - WA R A EIRVEIZEREAHE - — A EH 6 (EEELE: - &
NEIRAG 4 (E5 2 [EEEEE - BT T RBISEEEES AR TR EEREGR - A58 50
5 FH DA N R 5 =G E T T

(1) R 4 {E5E 6 {E#ZBERIRRAN S Rl B E RN E] » BEHTHEIT T 0 AESR SR

FIHA5R 1 B Panel B (AN F] ) Bi5R 2 B9 Panel B ( £ffEAF]) -
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(2) A A 6 (BB A A RIE A BN F] - BT T R BIYIIR SR
1] Panel C (BEA/AT] ) B3 2 1 Panel C ((EHEAT ) -
BT MTRIRS SRR - Name A —f T2 - B RAARME M -
GATTS - AN RS T - 58777 5 o DU A R BIRE » fiES
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R2 AREETRSEEHMERII2ZE

mEFX
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Panel A: {EAE 2 & - 4 &z} 6 EEREEAVE B A REITEER S
B, B, B, B, B, R2 N
-0.045 0.281° -0.181 0.030° 0.182 0.473 120
(-1.399) (2.097) (-1.086) (3.339) (0.168)
ZEREE S ESE (Redundant Fixed-Effects Test):
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Panel B: RfEMAE 4 &} 6 EEREBAVEIE A REITEER S
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ZERE EXFEIRTE (Redundant Fixed-Effects Test):
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B, B, B, B, B, R? N
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ZEREFEEMSTE (Redundant Fixed-Effects Test):
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il GERFREET () AEFTAMRETE; EBa b cHRETE 1% 5% ~ 10% K#ETHEE - Kk
BT AEEE - REEMSIEAEE - R° %R Adjusted R? ©
2. RiE T ZHEEHESRTE , - RYFERENXNEMEE "EENE, -

T (AR R e A DU IR R B L 2

N PR R 5 B DL R T T A TR OB+ S R A 2%
3 1) Panel A « SEBFRERET - TaTFEEEE R A2 M ERTIT - BT AFRE
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TN TR BB RE H FEHE S » Fanto and Karmel (1997) ~ Karolyi (1998) &d Bancel and
Mittoo (2001) ZEFRACH A\ @8 By 5 Bl HIHE (Cross-border Listing) 7] DU FEMER /N E A3
BERE FEHE S - 5540 - Cetorelli and Peristiani (2010) 28 P75 1 DL 2k 55 [57] B S (7] SF e
BRI TR, (Prestige Index) #UEEAGER T » 35 LFTTEE IR n] DA RS
AR LT AT EIREE T AR IMENE - T DU BB B g LR e -

HEm b BITEREE T DUGE T AR AR EEE - /£ 8 REBEITHRHZ A I
BRERAF - B0 DUFIRDE (A ETUS A E - BRI BFtEEGEToMHE - 05
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K3 FRABEREAT2EAERBITHMERS <FE

EERzC
i fxCR f xCF ., x Issue nf xCF,,
=h+h 2 TP
A A A A
nf xCF,,_, x Issue M; Cash,,_,
* Py \ s ——+ [ —te&,
TA,t—l Bi,t—l TAi,t—l
Panel A: {£/7H 2 {& - 4 {EsY 6 EESRAIRALQFETEER ST
'Bo B1 Bz ﬁg .BA Bs ﬁs R? N
0.066 0.565° -0.493° -0.015 -0.775* -0.002 0.355° 0.252 244

(1.561)  (2.058) (-2.056) (-0.045) (-4.144) (-0.176)  (2.139)
H,: B, =B, x*(d.f. =1) = 0.855 - p-value = 0.36 °
ZEREE S FEME (Redundant Fixed-Effects Test):
H,: EITEER Z 8709 o x2(d.f. = 56) = 127.12 » p-value = 0.00 °
Panel B: RfEAH 4 EL 6 AR AR A REITEER ST
B, B, B, B, B, B, B, R? N
0.050 0.516¢ -0.514¢ 0.012 -0.6782 -0.001 0.409° 0.237 208
(1.133)  (1.645) (-1.810) (0.033) (-3.690) (-0.060)  (2.081)
H,: B, =B, x*(d.f. =1) =0.232 > p-value = 0.63 °
ZEREIE S FEME (Redundant Fixed-Effects Test):
H,: BIFEER ZERAY © x2(d.f. = 38) = 90.84 » p-value = 0.00 °
Panel C: R{EHH 6 EERZEENEAARE TR M
B, B, B, B, B, B B, R? N
0.003 0.407 -0.003 0.302 -0.7542 -0.007 0.5992 0.070 156
(0.064)  (1.182) (-0.007) (0.582) (-3.348) (-0.381)  (3.098)
H,: B, =B, x*(d.f. =1) = 3.488 > p-value = 0.06 °
ZEREE B E (Redundant Fixed-Effects Test):
H, : ElITEERE R ZERAY © x*(d.f. = 26) = 37.23 > p-value = 0.05 ©
Ll ERRFREET () REFEAEIMETE; LZa b cHMRERME 1% ~ 5% ~ 10% KETREE - R
HF AIEEE - KREMETEAFEE - R? 3K Adjusted R2 ©
2. 1RE " ZREENERTE )  RPFERNXEEE "TEAEHE, o

BREERIRE EREIS &S - ] IR EE ST - B #E# rTREREIRFIE
INFEI AT R R E B AR FTRE L B PR R - (B LA B IR - ARy
RIEEEARERA S E - AR RSTTLEE S8 - S - S FEE B R HE = i
RIHE B R A RGN E R E - (EERLUTNELE - Al rTREfE R & PR HIHGR
(1) 2 =T RT LASE 75 55110 HLDAE R AR e R T S IS RE - BIA0E % 5 DL (&
R R PRA IR T RS Bl T IR e al R T ERE T A, -
(2) AFIEE BN ra ey - aT ARG AT ARt - A FIRIRRE R T8 -
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HHERE R T RSN M E R R B 752K | TN FIRY R ELEE
2m 0 WA RE R ITRI R » 1T/ FI AR T BlE B H A2 F Rl o (G {1y s
b FeFAT/AEIE BN PR B R L o ZIRNFERIE R 50U - BEEEE
TR RAEM T -

ASCAIMER LT AR B i 2 T b R S PR R - WA Rk R
SNEMERPT R ERIBTREEE -

A EEGERER - Tl AR BRI AATHET N - WENSES
AT (HF 25 22 ) » #BITHFELESHT A ARERFIBESER - 8 256 RO FEET
HAEN 3 (EFEE N DA E A A B EERE (BT A RIS E S AFREERE
HEITOME ) B9 1252 (WIHRAE 2000 5217 - BITEFLER 3 (#4425 2001 4
2002 )z 2003 4F ) » FLfl Ry 1/25 - A EER - TR E RETTHT » 18 25 XA F ] DAL T
E R IUSEE I ZEUR 0 - Fhilky 0725 o FoAMa] LU A8 e B 858 25 20 F)
D& T A BRI X R SR KR 0 » R EAG SRR B R BB 0 2 (i
EAGRIIAZE 4 /Y Panel A) » JREIELE BSEH DIBUSBEREFRAGR @ S (EHMEE
EHUEIE A% - DA EE -

TEAEAT » ERTFLEEFISESAEHR 32 K - HPE#TEFER
B 3 [AFEERN DI E S RIN R FTEENE 6 & LR 6/32 - i EAG REERIE 32
KN A DI E AR A8 IR B KR 0 (MUE SRR ZE 4 19 Panel B) » 7R
HI¥HE 32 RAFEIM T » IHYNEEEA B PRI RE S B i E 2 ] DUE FEE A DAEL
SREHEE - SR EAERES A TUIEEEADRSRESTEE » -
R DI EBERT » RRER EB T (HH 6 (MBI HRA L R T M
FF) - B RBTELRBFINEESATE  BITELRE LA MERHI R RER -

&

* 4 BRADBDEERBTHE 3 FERLUFTREMENIER
Panel A: 522 LIERSTROAR CRBEE XRTHIVFESHAR)

BITAILFEE/SRE 1718 3 FERLITFEEEE MEREZ p-E
A RBELA) R 2 KRB
0/25 1/25 0.327
Panel B: &L ERFITIAR (FEXRITHEVSEEZHIRLF )
ITRILUIFRE/SRE 1718 3 FEALIFIEEE MEEEFZ p-E
AE 2 RELEF) RE 2 KL
0/32 6/32 0.012

= AL T I E E 2
RN 3T 7 S 9T I S IR I B - SEIBRAS SLBRAN PR 5 19 Panel
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A o BB RS IR BUR TR A N R ERTHT (33 R ) BUE R M (24 22 ) BITFALIERE - &%
EH AR SRR S T > RTRERMREUR - W& MR
BANE > JREIE T USRS IR E IR B RSCR B S TR LR - S5 PR RS
EEAT SN BAE AR AR HEEENIERES - (HEaE EmAF bR
DIFE B TR IMFRLIERE IR S BB KA E AREIF] - Al e & PR A -

R 5 FERERTRHAHAERSZEE

EERzC
I dixCF,, d1xCF _, x Issue d2xCF
- Thth ) P,
TA TA TA TA
d2xCF, _, x Issue M Cash,
+ B + B + B +e,
TA,tfl Bi,tfl TA,tfl
Panel A: /A 2 @ - 4 {EE) 6 EEHRSREIRARATHEITEREDN
BD Bl Bz ﬁg BA BS ﬁﬁ RZ N
0.045 0.348 -0.503¢ 0.686° -0.779* -0.005 0.383° 0.247 244

(0.936)  (1.233) (-2.595) (1.700) (-2.689) (-0.345)  (2.218)
H,: B, =B, x*(d.f. =1) = 0.610 - p-value = 0.44 -
ZEREIE S EME (Redundant Fixed-Effects Test):
H,: EIEER B8R © x2(d.f. = 56) = 125.78 * p-value = 0.00 °
Panel B: R{ERHE 4 &= 6 EERE B A RIEITEER T
B, B, B, B, B, B, B, Re N
0.031 0.281 -0.458° 0.665 -0.742° -0.003 0.457° 0.236 208
(0.609)  (0.988) (-2.036) (1.411) (-2.547) (-0.222) (2.272)
H,: B, =B, x*(d.f. =1) =0.577 > p-value = 0.448
ZEREE S EME (Redundant Fixed-Effects Test):
H,: EEER ZERAY  x*(d.f. = 38) = 89.98 > p-value = 0.00 °
Panel C: R{EAH 6 EEHEHEAARETEER M
B, B, B, B, B, B, B, Re N
0.008 0.398 -0.279 0.838 -0.936° -0.015 0.5742 0.060 156
(0.161)  (1.228)  (-1.330)  (1.433) (-1.983) (-0.841) (3.103)
H,: B,= B, x*(d.f.=1)=1.775 > p-value = 0.18 °
ZEREE S EME (Redundant Fixed-Effects Test):
H, : BISEZFE R Z 8580 © x°(d.f. = 26) = 35.43 » p-value = 0.08 °
FF 0 1. dl B d2 AEEEE - 1F 1992 F£E 2001 FEHXBITFILREE > d1 = 1 FAHIdL = 0 ° ¥£ 2002
FZFE 2009 FEHKEEITFERE »d2=1" BH|d2=0-
2. SHERREUET () AEEAtHETE; F2a b c HRRTE 1% ~ 5% ~ 10% /KETFFEE - R
BT AREE  KREMETEAFEE - R* %K Adjusted R? ©
3. 1RiE " ZREENERTE ) - RPFERNAEEE "EAEHE, o
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Fo T RRERAS A FIRV B EME A R 2 B B E AR A/ NETSIME R DUT Rt
J7 TR AT« R A 4 (820 6 (A E A NF - EETERE ST ('
FEAGRAAFR 5 /Y Panel B) ; R 6 MEBISEHIEA LT - EITETEE ST (H
FERE R AR 5 1Y Panel C) -

ARG A 4 {EEL 6 (RSB AN A RIEHE T 07 - SR RS SR B Foli ks SR
FELL  E B 6 (HE SR BERIERAS A FIETT /0 - SEER RS SRR - ERTHHETRI A
HEEHNEB MBI REEE IS A EE N - MERARTHIATE - EEY
PECER e S A ARREAE B Rl T g -

BRMNS DL EZESERUFESEESE :”?Km%ﬁﬁ&ﬁﬁﬂ%ﬁiéﬂﬁﬁﬁmﬁ
HIFA I AR IR = - (B GE L AR IR T Mt RS
"EAFIAE - & R R -

7]

2L

H@E

Py~ BRE TR E
ASUEAN B AT EIREEHIRF T - %_a 1992 FF¥Z 2% 2009 4 - 35 AR A T
SEAN R < R R ~ 921 B K -~ MRS TR © 3£ 911 FEF - SARS Eﬁiﬁmﬁzﬂﬁﬁéﬁ
B B THENEARGHEAERGER - A/NEIEAHL T RE G E TR E
e
(1) 53 B B B EAR BTG - ERETEER ST - BEEREERE RSN
o GIFRAYEIHRITERS - il RE =AM (1997 45 5 1998 4F ) ~ 921
B2 S HARY (1999 4F ) ~ AR IR IR (1999 4F Kz 2000 4F ) ~ £ 911 FHFHAR
(2001 4 ) ~ SARS HAf (2003 4 ) ~ RAlFHIHAR (2008 4 K 2009 ) - #f)iE
H 53 BT A S 43 B B AT R 2% 6 /Y Panel A % Panel F -
(2) A - BA R B ME R A TR AR T AR I » B TR A » W PR 230
HLEEE SR RS ANE - G
@ LR 4 L 2 25 40 309 - RiTIDTS 1992 4E 28 1998 4F - #4115 1999 £ %
2009 4« SEEFATRIIAZE 7 /Y Panel A -
© DISEE RS BN 1992 £4£ 28 2000 4F - #3115 2001 4% 2009 £ ©
SR AE SR YIFASR 7 7Y Panel B »
@ Ll SARS HARIEE#F4H « BiHAR 1992 4E% 2003 4F » £ HR 2004 4% 2009
I o SHEFHERYIAFR 7 B9 Panel C »
TS LA 921 55 S e S5 911 ZEAF53- R 43 AT I 57t B DA B v TR 28 43 FH R
A 3.3 /N HARELL - RN ST LUE R E 3 -
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&R 6 FUBREHMERG 2HE  EHEEXEG

mERC
it CFl t-1 CFl t-1 X |SSUe Mi t-1 CaSIﬂli t-1
e e e R th——+5, —te,
TAi‘!—l TA,tfl TA,I—l Bi,tfl TA,tA
Panel A: SIbRIEMNERE REIR (1997-1998) A
B, B, B, B, B, R? N
0.046 0.554° -0.681¢ -0.005 0.358° 0.236 218
(0.988) (2.025) (-3.699) (-0.371) (2.033)
Panel B: 5If&A 7 921 ESSHAR (1999) A
B, B, B, B, B, R? N
0.077 0.335 -0.639° -0.011 0.396° 0.227 218
(1.545) (1.231) (-3.742) (-0.754) (2.063)
Panel C: ZlIBk#EEE/EIAHART (1999-2000) A
B, B, B, B, B, Re N
0.087¢ 0.331 -0.650° -0.014 0.411° 0.229 198
(1.707) (1.171) (-3.686) (-0.868) (2.120)
Panel D: ZIF%3=E] 911 EHAR (2001-2002) A
B, B, B, B, B, R® N
0.033 0.442¢ -0.595% -0.002 0.436° 0.228 230
(0.691) (1.878) (-3.830) (-0.128) (2.507)
Panel E: 5% SARS HAR (2003) 4
B, B, B, B, B, Re N
0.094°¢ 0.461 -0.649° -0.005 0.097 0.290 202
(1.890) (1.596) (-3.783) (-0.376) (0.548)
Panel F: Slf%&RBSEHAR (2008-2009) A
B, B, B, B, B, R® N
0.052 0.463° -0.6042 -0.004 0.317° 0.247 238
(1.117) (1.910) (-3.880) (-0.298) (1.850)

L OGERGRBUET () NBFAURETE,; EFa b c HRKRE 1%

BFRiiEE  KREMRFTEREE - R XK Adjusted R? ©
2. 1R T SRREENESE , - RPSERXEEE TEENE, -
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R7 FEEH/HRMERIIZEE ' UWEEXSE42H

BEEFC
(P dlx CR.4 dlx CF ., x Issue dZ><CFth_1
=b+B + P 4
TA TA TA TA
d2xCF, , x Issue M. Cash,
: it-1 4+ A it-1 4 ,Be it-1 4 ei‘t
TAT,t—l Bi,t—l TAT,I—l
Panel A: LITEN & mtE FZEIR 2 E% © d1 = 1992-1998 ° d2 = 1999-2009 °
Bo ‘81 ﬁz Bg ﬁ4 Bs BS R? N
0.060 -0.145 -0.5522 0.7572 -0.7532 -0.002 0.361° 0.260 244

(1.354)  (-0.482) (-3.311) (2.603) (-3.227) (-0.142) (2.185)
H,: B, =B, x*(d.f. =1) =0.498 - p-value = 0.48
ZEREIE S EME (Redundant Fixed-Effects Test):
H,: EIEXER Z 8709 o x2(d.f. = 38) = 127.98 * p-value = 0.00 °
Panel B: LUREEREIREBRISEX » d1 = 1992-2000 » d2 = 2001-2009 °
B, B, B, B, B, B, B, R? N
0.050 0.376 -0.5712 0.556 -0.638° -0.004 0.351° 0.244 244
(1.074)  (1.310) (-2.952) (1.500) (-2.387) (-0.319) (2.052)
H,: B, =B, x*(d.f. =1) = 0.042 > p-value = 0.84
ZEREIE S FEME (Redundant Fixed-Effects Test):
H,: EIEER Z 8709 o x2(d.f. = 38) = 124.96 * p-value = 0.00 °
Panel C: Ll SARS HAfE43E% » d1 = 1992-2003  d2 = 2004-2009 °
B, B, B, B, B, B, B, R? N
0.052 0.353 -0.6182 0.623 -0.603¢ -0.004 0.355° 0.244 244
(1.085)  (1.212) (-3.159) (1.407) (-1.904) (-0.302)  (2.064)
H,: B,=B,; x*(d.f. =1) =0.002 - p-value = 0.97
ZEREIE S FEME (Redundant Fixed-Effects Test):
H,: EIEER Z 8709 o x2(d.f. = 38) = 125.29 * p-value = 0.00 °
L EERREBURT () NEIF A tIRETE; £ a b c HMREE 1% ~ 5% ~ 10% KETEEE - T
KT AIEEE  KREMETEAEE - R2 %K Adjusted R? ©
2. 1R T ZERREIEMERTE .  KPZEREXHES "EEME, -

1S R AR BT RO PR E AR BT P AR AAS R - B JFOR AV ER RS SRAHLL - DA#S
I U R T VR R 0 1T R A 7 T % U TSl B T 15 O A5 SR -t B e R ) 30 B s SR A
L AERERAL R ERTI SR R I T FRtiEE - REHNAR SRR E
S N - ROGERREUR - fEi MRERERINRENFE - BENS - E5EI
FERILA E S BEARBRE LR AR B R RS wm RO -

SN T TR REIERE ST A R R EUE TR B AU FORRVE AR - AV NEIt

117



BT SR T A L RIS 7 — 6 W X AT

DAAFREEL (B BEE)  ReRA (LWEEE K - BIR SR A
TR ) ~ AL (B DWEE E AT B R ) KRB LRI ILE] (NS LE
TN FIES - R ARGEHE N ) Reiehla s EinErmEEofT - SSRGS RE
ook -

PEFIEEIT A FIREC EATEER TS ARG RS - (£ B RS  1T A R R R
AR AR B R A R B A D AR OT - B N FI R R PREE A A (FERR 8) -

i’ 8 FAU/BREHMERSIZTE | 25 QB

BEEFIC
i CR.4 CF ., x Issue M, Cash,
s L T e A
+ f, Dies By PVt + g, FirmSize; ;_; + g;Insider; ,_; +¢,,
TA TA ' ’ '
Panel A: LIiREEHE/ARIIRE (FirmSize)
B, B, B, B, B, B, B, B, B, R? N

0.050 0.452* -0.522*= -0.006 0.357° -0.080 -0.050 -0.060 0.161 0.238 244
(0.564) (2.126) (-3.004) (-0.561) (2.386) (-0.829) (-0.563) (-0.178) (0.752)
Panel B: LI EMH{E#HE A RMIE (FirmSize)

B, B, B, B, B, B, B, B, B, R N
-0.046 0.579° -0.421° -0.007 04372 0.049 -0.028 -0.264 0.274 0.196 244
(-0.343) (2.421) (-2.024) (-0.509) (2.643) (0.324) (-0.248) (-1.090) (0.865)

511588 h ) DITA ABEH (BE/BEE) - DIVITA AIRSKRF (LIEEETER & BNIRSIEFE
LEE [ HEEE ) « FirmSize AATHRE (A BLEEERETHESRE ) © Insider ARBEALIFELL
151 -
2 EERRBUET () NEUEBUMETE ;s LfEa b c HRETE 1% ~ 5% ~ 10% KETEEE - XA
HTFEEEE  KRXEMETEAIEE - R K&K Adjusted R? ©
3. 1RiB " ZRREENERTE , » RPFEFNEEE "EERE, ©

PREI S > £ R H RS ERE R BT A RR LR - AR AR B RS R
TIERARAL - DRI A SR B RE A R B A A LR AR -

—BRER - FERRRT A R EERE R R SRR AT R BB - O R REEE R
B 2 S B ER B LS G B Bl E R AVRIRE - 220 QR R e
AR 2O e A URER TR ARG LSRR - SR B3E21RE
PegsefeRgmat - BEARANIL - R FEE S BIEE B O g B A S TG R
TR ERRE - ASCHERSEA P 28 - |EL (EEADEFREEKEHEAN)
PR A (BRI - AR AT AR 2R AL & i) - PRI QB e R ) )
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AT (BB AT - EEHEE AL BRI T SRR A - T AR
BB/ ) PO AR RELESR ( PO ARSI s -+ (RERRIREAL ) ) + 7ERE SORR 4
AT DI R R PR (B - DRI A SCHO B 38 539 AT DA B EL A T (PR B
28 .

P SR S AT R B B BP0 48— B + — R R T I B R
SEEUETE El G T I T B — R &P - (BRSO R e B
R R EL T A MR 0+ A3, » DA R, + 7R A B S Y
LEFELT - AT TS RRES G 7 2003 FRT T REBETESG, -
SR R A TRER BRI - i FLLE 2005 472 4 —ELIERRI S A3t -
FP%IE R 80 TE + S - 58 EAIHEA SRS BRI - B 2005 FEEAE
7T ELAT# — SO0k - H YRR B8 T SRS s a2 R AT - 15
2005 4 12 il ;12 4 5 B T — SO Bk T 2K+ 90 T TE e B /58 A 2 ) 1
2005 4 2 RIS EIB TR » 2% HESHR 2005 4R TTRTH — B Zkt - 87 EAER ]
B« AOFT IR B TR RE R BT SRR (1992 47 11 F% 2000 4F - B8 RO IR
1989 4F L1 2010 4 + 32 EE T 40 TF 4 7 1 e — B3R BB BB R s e T (Y
A RS TSR LK A A T e — SR SRR B (T R (TR BT + HIABARA
S8 (TS IR AL 2008 488 2000 4F » B {THFEIUE 3 (8 - M HER
HISMT - BRI - A STRLTE A A TSR R SR SR O R B - 5
PREORLT 2 AT UG (5 BB B L B (O, (BB AT 3 ]
IR ) -

BTG R G B R T TR OB IR (LB RS - TR —(
R R + (EATIRTTE + (B0 B 2005 4F AT 4 — BB SB BRI
2ok - ST EAERTRE « (T (R RERF e S S R R 1 Hh e
BT -

b ~ ¥55m
ASCLL 1992 FE 28 2009 F B R ETIBIMFLREN G i A RREAR - 585
TR H A RHIRIE - W R BTt RS R N E TR S E &
PRI B -
ASCEEFIRAT
— ~ A LA R 1T S TR LA R R BRSO
B RETS - e AR EEEEET O - BAAF#ETIEIMFLERE

@
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B PER I s i B R R P R T e R RIS TR ERE m LABE R BRI i
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o 5 - EREASRMEUR - et AR EEREET AT - BEA R EGEET
M ERAMERBIEERCR - FAFTT AR B - BTt SR E IR R
SR IERZ A K H B E IS -

T BT ST A R R RS R B A T 2 w2 S 7 P LS e

B RN - PR T RIEB DL (I 6 ([EE R BAUBA L FIEIT TS - R
ARAFEIRAE 27 ) S - TEERAQ TR G2 ERBTELERE - REHNEHR
S EAIHERZ R A e - 1T RO E A R EUR - iE B MR N E -
ERFEBI T (A 6 BEEEIBRALNFET O ) RENBERIAF - #
T tEE R AR ERFIBGIRCR - MENRESNAF > ST LERER A B
EIRBIBCREBER - DL EAERE & BT U & IR R R B BT ARG
PRIl A

= FTAAGCAR A A R PR B SO MERS 2 AR E AR S

iy A E Wi - ST rRUIRRE Z P LA BB IR B ROR - BT A R S IS
R E R - £ AEEAE MR T A m BB B RE R fE = » M EEE L
WA SIS R -

VY~ BT S LR Y R R PRI SR L 1 T IRy B
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AR BRI BRI T FRUERE - WEH A S BRI
R T E AR MR ANE - IR T AR R R PR R R Bl 5
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Does Issue of Oversea Depositary Receipt Reduce Financial
Constraints? - Evidence from Taiwan

Jyh-Dean Hwang, Associate Professor, Department of International Business, National Taiwan University
Yi-Tang Kuan, Pilot, EVA Airways
Purpose / Objective

Increasing numbers of companies are raising capital internationally by issuing global
deposit receipts (DRs). The positive market reaction associated with DR listing documented
in the literature is frequently attributed to a reduction in market segmentation costs that
improves access to capital. La Porta et al. (1997), Errunza and Miller (2000) and Lins et al.
(2005), among others, note the role of DR listing in improving firms’ access to lower-cost
external financing. Khurana et al. (2008) and Sarkissian and Schill (2009) find a positive
relation between cross-border listing and subsequent externally financed firm growth rates.
The implication of these studies is that DR listing will improve firms’ access to lower-cost
external financing. This paper tests this implication. Specifically, we investigate if firms can
ease their financial constraints by issuing depositary receipts overseas, using as sample
Taiwan’s listed companies that issued DRs for the first time from 1992 through 2009. The
effect of DR issues in easing financial constraints is compared with that of the seasoned
public offerings in Taiwan’s equity market. We also investigate if the effect depends on the
capital influx from DR issues and the timing of DR issues.

Design / Methodology / Approach

We use the methodology of Fazzari et al. (1988, 2000) and Lins et al. (2005) to
investigate if the investment to cash flow sensitivity of DR issuers declines following the DR
listing. When internal and external capitals are not perfect substitutes, external capital can be
sufficiently expensive that firms are rationed in their access to the external capital. As a
result, internally-generated cash flow will influence a firm’s investment policy, and a firm’s
investment will be sensitive to its internally-generated cash flow. If the DR listing can ease
financial constraints, then the investment to cash flow sensitivity of the listing firms will
decline following the DR listing. We reframe the FHP model to test if the DR listing can ease
financial constraint. The dependent variable is investment in the current period () scaled by
the total assets in the preceding period (TA ). The independent variables are:

CF_/TA_ . free cash flow in the preceding period scaled by the total assets in the
preceding period (free cash flow in the current period is also used and gives similar results).
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Issue*CF_/TA : scaled free cash flow multiplied by dummy variable Issue, which
equals to one after the listing and equals to zero otherwise. If a DR listing enhances access to
external capital markets, then there should be a negative relation between this variable and
investment, indicating that the dependence on internally-generated cash flow is lower
following the listing.

M, /B, - market-to-book ratio of net equity in the preceding period. Classical investment
theory predicts a positive relation between Tobin's g and investment. We use the market-to-
book ratio as a proxy for Tobin's g.

Cash [/TA ,: cash and marketable securities scaled by total assets in the preceding
period. This variable is a measure of financial slack. If access to external capital markets is
costly, then the investment to cash flow sensitivity would be lower when the firm has larger
financial slack.

We use an issuer-specific fixed-effects panel regression model that has a dummy
variable for each issuer for empirical analysis. Redundant fixed-effects test is used to check
for the legitimacy of the fixed-effects specification. As the sample is not aligned in calendar
time, we do not include a dummy variable for each year. For each firm, we have the same
number of pre- and post-listing observations, where we have three yearly observations on
each side of the year of listing at the maximum (six yearly observations in total) and one
yearly observation on each side of the year of listing at the minimum (two yearly
observations in total).

Our DR sample includes 57 Taiwanese firms that issued deposit receipts for the first
time in the US, the UK, and Luxemburg from 1992 to 2009. All data used in this study are
taken from the database of Taiwan Stock Exchange and Taiwan Economic Journal (TEJ).
The first depositary receipt program from Taiwan was established in 1992 and a total of 73
Taiwanese firms had issued deposit receipts in the US, the UK and Luxemburg from 1992 to
20009. In constructing our sample, we eliminate financial firms, firms that were delisted from
Taiwan Stock Exchange after their DR issue, and firms without sufficient financial data. Our
SEO sample includes firms that are in the same or similar industry of the DR issuer, have a
seasoned equity offering in the same year when the DR issuer offers its DR for the first time,
and have a book value most comparable to the DR issuer.

Findings

Our issuer-specific fixed-effects panel regression model is justified by the test results of
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redundant fixed-effects test. The null hypothesis that the fixed-effects are redundant is
rejected, indicating that there are fixed-effects and the panel regression model should be
estimated accordingly. We find the investment to cash flow sensitivity of the listing firms
decline following the DR listing, which implies Taiwan’s listed companies can reduce their
financial constraints by issuing DRs. Furthermore, we find that firms undertaking seasoned
public offerings in the domestic equity market cannot reduce their financial constraints. As
25 of the 57 DR issuers in our sample have not raised capital from their DR issue, we can
directly control for the effect of capital raised from DR issue. It is notable that the effect of
DR issues in easing financial constraints is not caused by the capital influx from DR listings.
We demonstrate that the effect is most likely driven by the prestige and visibility gain from
cross-border listing, which gives the DR issuers greater and easier access to capital markets.
Finally, we find that Taiwan’s listed companies can still reduce their financial constraints by
issuing DRs, despite Taiwan has liberalized its financial markets and improved its corporate
governance practices substantially since 2000 or so.

We perform several tests to examine the robustness of our results. We re-estimate our
model with exactly three yearly observations on each side of the year of listing and at least
two yearly observations on each side of the year of listing. We control for the effects of
capital raised from DR issues and firm characteristics of the issuers such as debt ratio, scale
of cash dividend payout, size of the firms, and shareholdings of the insiders. We also control
for the effects of the Asian financial crisis during 1997-1998, the internet bubble in 1999 and
2000, the 911 attack in 2001, the epidemic of SARS in 2003, and the financial tsunami
during 2008-2009. Results from these tests suggest that our findings are fairly robust.

Originality / Contribution

We find that Taiwan’s listed companies can reduce their financial constraints by issuing
DRs overseas. More importantly, we find the effect of DR issues in reducing financial
constraints is not dependent on whether the DR issuers raise new capital from the issues or
not. In addition, the effect is not due to the fact that the DR issues provide a new source of
funding. We further demonstrate that the effect of DR issues in easing financial constraints is
most likely driven by the prestige and visibility gain from cross-border listing, which gives
the DR issuers greater and easier access to capital markets. Our findings echo Cetorelli and
Peristiani (2010). They use network analysis to derive prestige index for forty-five stock
markets and find that the US and the UK markets are far more prestigious than the Taiwan
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market. Based on the market segmentation hypothesis and the disadvantaged market
hypothesis of international cross listing, DR issuers from Taiwan should be in a solid
position to benefit from listing their shares in these markets. Finally, our results suggest that
Taiwan’s listed companies can still garner prestige and investor recognition by issuing DRs
and reduce their financial constraints as a result, despite Taiwan has liberalized its financial
markets and improved its corporate governance practices substantially in recent years.

Research Limitations / Implications

Our results suggest that the effect of DR issues in easing financial constraints is most
likely driven by the prestige and visibility gain from cross-border listing, which gives the DR
issuers greater and easier access to capital markets. However, we have not investigated this
supposition thoroughly in this paper as the relevant data are not easily accessible. Based on
this supposition, the DR issuers are expected to experience, after DR listings, an increase in
capital raising activities such as debt and equity issues and/or a decrease in the cost of
capital. Further research in this area is warranted.
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