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Do Free Cash Flow and Sale Growth Affect Firm
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ABSTRACT

The aim of this paper is to connect free cash flow hypothesis of agency theory and
internal governance mechanisms and to study the relationship between sales growth and
firm performance. We find that there is a double threshold effect between free cash flow
(FCF) and firm performance, which are 28.51% and 34.40%. These results indicate that
firm with too high FCF may induce management to pursue an ‘empire building’ strategy or
to over invest. There is only single threshold effect between insider ownership and firm
performance, which is 39.74% in consistency with the entrenchment hypothesis. There is
only single threshold effect between sale growth and firm performance, which is 113.36%,
the higher sale growth the better firm performance. However, the sale growth stops at a
certain level. There is a triple threshold effect among sale growth and firm performance,
which are 18.48%, 28.51%, and 34.40%. The FCF may promote the positive relationship
between sale growth and firm performance, but it becomes slow. The insider ownership
used as a threshold variable, there is a triple threshold effect among sale growth and firm
performance, which are 26.34%, 28.09%, and 45.25%. Except insider ownership between
26.34% and 28.09%, the negative relationship exists between sale growth and firm
performance. These results indicate that weaker internal government mechanism, agency

cost and supervising cost will increase and the firm performance will decrease.

Keywords: Free cash flow, Agency theory, Sale growth
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Levin and Lin (1993) N EE?F'*E«;IJ?%' gz % ad
FAEREEBEET Y o e TR E o 2 {4 0 Im, Pesaran and Shin (1997)
FMATOGEF IR T ¥ IPS & 27 1345 ADF & 23t RE H¥Ep T
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E‘* VIR d AR G A O P ks & =
B E-PHEE(y)F RFDAIRENEF
1395 Hansen (1999) %idf P Hscdk ot 7 A# > 2 7 &K 2 H - PR
('single threshold model ) 4- ™ :
_ ll'li+ﬂ1'dit+0'xit+git > ¥f‘ dit S}/
! ll'li +ﬂ2'dll +0'xi[ +gil b l.f dil > 7
d, = (FCF,, InsiderOwnership,, ,Growth,,)'

x, = (Size,,Leverage,, ,Growth,,R & D, , IndustryROA,)", 0=(6,,6,.6,,6,.6,)’

e ooy @A%\?ﬁ FEF (ROAy) » 78 2 P ez NI 4, ~
#pd M E (FCFy) ~ P 384 3#F% (InsiderOwnership,) 113 F Jc= &
(Growth,) » & %] 5 7 5 03] ¢ 2 PHER B j2 98 4 70 5 .aﬁf%m :
mAAe B R P P HEEATH B PR e x, B &7 w B P gl
F B ¢ 7 oo P ARH(Size ) i % b ﬁr"(Levemgeit) ~ '1(&\'“3\' % (Growth;, ) ~
P’ﬁ‘ F*F (R&Dy) ME2 AEFTAFPF (IndustryROAit) ; 6> 6,0 6, 0, 6,
A w4 %&wﬁ}@m GBI s ou, P - FEsn% (fixed effect) - *
u:}ﬁﬁj AP FARMINARGRET LA AR 2 PYES
0> %ﬂ@:ﬁ o \H?"?ﬁ'j&j o fie (f'rvg ~(00) Foobo A 2 TG R L
Pz b3 of AT HFITLPEF

v

- BB TS LT T FEZBERRAT I ETIES R A BEK
(HO::B1 _:B2> 'E;‘/‘W";\; =T B F’B’}f%’{%ﬂ R Eff" 2RI A H - E
REFS S F 2 FHIER (H:f26,) #2227  RIF s 3h fE5
b BTG FA k2 2L A o Hansen (1996) £k i€ * F & Tk 4k T Ar
BERBE BB ETNL F(y)=8:8 (y) /o> o d b BT > F 2t
BT F 3 o F TR ERE MR 2 4 fe (non-standard
distribution ) » Hansen (1996 ) 3% 41 * #¥e;2 (bootstrap) ¥ 5 F & = 33+ &
2 i fe i d (approximation ) o gt FEF 14 k47 K7 2 p-value (F AL p B )
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SPEOOL e AR 2w T AN E D LR, (y) =S-S5, (JA/) /0% % LR () %
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B FH pvalue FAGHE R 4P Bl ATHEFIES R A BX
(Hy)o ¥ %> \I‘fjaﬂ'&”‘ M- H A (o )=—210g(1—M)’ FIRGEVE
PR RENRRE 2 AR KEL a2 T F LR (Y) B> cla) B RIS y=1y,
2 8 BRK e
oo BE PR ST R LT
ﬂi+ﬁldit+0ixit+8it Ur dit_%
V=M Bod, +0x,+€,  if y<d, <y, (2)

/’li +ﬂ:;dll + eljxit +8 l.f‘ 72 < dit

B o<y, e md R AFBEY P ERG S E P A T kgh
WEART M- KW P F P AEERIR T (1,70, )0

B RBEEHN
FAL KRR A E B

AFEGT L LBEELE LA NP LA HE  FTHEF L 1996 £ 3
2006 # > A& FH KR L 5P LAIHAT #E(TM)a\@Amﬁy
thAEP (1) ﬂ%ﬂi‘ilﬁié’%’d? A= SN AR ’f%mﬁsﬂéﬁﬁ
ﬁ’Bﬁmﬁw#ﬁ“ﬂﬁﬁ%g¢aﬁ%@’g@@—ﬁ%ggmﬁm£ﬁ
ﬁ&*%u#% (2) 43 I R T R Hefo 2 PR AT A A 2 2ab ik

Rl
LK\F{%‘.{;E ’ _‘E, ¢

iR ?7} T A% ’\4‘%/,%7 AR 1 (3) ?ﬁﬁ-‘?—"ﬁ};qﬁﬁ ]"JL’F?«J{*;%%EF#E
BE % L s ﬁjwi@,?%u;}m? AR TR A S T RN SH T (balanced
panel data )a}ﬁé‘.ﬂkﬂ’ilﬁﬁi%ﬂﬁ BAERALEII E 183 73 Ao F > &
2,013 ¥ pa; FTA O R AEPREART ST A WP o Vb A2 T HRAEE
h
w

R EF AT RO RAT A2 - S BRI B )3 10% e
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A #ic

1996 # = 2006 & F# 27 (2 ¢ £ &G E) 640
RIEADFIRENE L —*ﬁ 355
BRADPEB AT RET S —*ﬁ 55
BADE =P icmREFTA G BRF 47
BEFET A2 R 2P A 183

2z HAE LSRR

A ¥R & Fde WAV G A FAH O FEARIER ERALE
A 1 4 2.19% a1 ¥ 7 3.83%
§1 ¥ 12 6.56% A Sl 4 2.19%
#wga ¥ 11 6.01% A aE 3 1.64%
BE T 5 15 8.20% TIaE 47 25.68%
T s 14 7.65% R P 3 1.64%
TETH 6 3.28% U ¥ 4.92%
CEIEFR 15 8.20% BT ¥ 4 2.19%
I 1.09% FAER 4 2.19%
B ¥ 3 1.64% H 13 7.10%
AR I 3.83%

o 183 100%

AL A A 1996 312006 & S HEE L E AT I8 R H AP o

v A R s st

Wi 2w fhh 2 fat s gl > et - 242 T80 3 > FTAF
ﬁ F A 11.09% ~ R A FFE G 30.22%% Fla sk 55 1472% - pd AR
5 8.87% AP H s B Rdr®E B 6.5% % B 7.2% 4 £ % 6.2% 7 fF 6.6%>
;53«” 6.9% ~ & % 11 6.7%% @ 517 8.0% (Dittmar et al. 2003) > ¢ #5+ 5
,ffﬂ._é‘,-_ Bd AR b%t!.axr]m;%ﬁllﬁlvﬂﬂO_L’“?}Ef‘ﬁga‘”ﬁf%‘ 15
“E R 3545% g e X5 173%% AFFAEMF 5 1027% - ’
éﬂ&?ﬁ pwrt«”"‘$2007l A8 F g~ > AR PR T ABp R *ﬂ‘ﬁﬂ:w » B
RS 22,610 2 BTy 2 FRT AR ﬁi\g EARE > WU Y R T
im%;$‘ﬁzéiﬁﬁ o Bufs > 15 Jarque—Bera Bl > NPIESE T3 K
B R s ¥ A T eNERR e
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2wtk A2 &t A3 (N=2,013)

BB I 5% T BxE ¢ »# ] E Jarque-Bera

ROA 11.09 7.36 62.86 9.63 -4.08  3832.98***
Growth 14.72 106.27 4592.34 8.00 -73.02 246000000%**
FCF 8.87 7.85 86.79 6.91 0.02  35992.64%**
Insider Ownership 30.22 16.79 99.98 26.74 5.15 552.49%**
Size 22.61 1.38 26.95 22.43 18.91 112.53%**
Leverage 35.45 13.31 77.89 35.66 4.20 15.82%**
R&D 1.73 2.67 32.02 0.70 0.00 24183.51%**
Industry ROA 10.27 3.48 22.13 10.09 1.51 54.57%%*

Assets($ millions)  20,071.48 45,336.06 507,539.80 5,500.11 162.49 88229.85%%**

DTHRA S 1996 & 3 2006 £ 183 RS A B N F 0 232013 BELEE o Jarque-Bera i ¥ B A etk wnE
Hoo kRl L BE R L 1% o

z R E R RA

R¥pd T Bawo pbr BAE H 1R T2 549717 22 p-value § 2 1%080 F
K AT LB ERB LR 2R TEFERR O R B
°ﬁﬂé@’*ﬁi“z%’&ﬁﬁ* FLy 5= @’ﬂ&’ipiﬁu

1EfT 12 S PR ORI A T

21 SHINRRT

Levin, Lin & . PP-Fisher

Chu IPS ADF-Fisher Chi-square
ROA -18.15 -6.17 556.05 674.90
Growth -45.13 -9.92 618.74 1259.25
FCF -36.82 -13.22 823.99 807.96
Insider Ownership -26.32 -4.45 519.96 827.40
Size -31.63 -8.89 727.75 997.92
Leverage -12.49 -3.31 494.07 563.96
R&D -11.47 -2.18 377.28 454.13
Industry ROA -17.08 -8.41 650.41 509.54

R liciE 5 p-value s Ho¢ RRRL L EEE LB L 1% -
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. pd IEEE DT Haix

R At (1) B5HA 0 pd RENEHL PG PP Pl
"Fmﬁ-'f‘ﬂ"ﬁ}mﬁ; HpiEs®s 0352 095> 214 H - Pk fo= B
Bk bt AL P HERS p E 5 000 &7 & 10%:AF kT

HEREMHEk c A AT BR A BT REL L ERTA S St
1% F k¥ > 2 5- FFpd MENE K HEE (4,<2851) FF> S p %
0222 4% pd RERER 4 1% P27 F k- 34 0222%; % - %/
SPd AR AP IR (28.51<d,<34.40) FF > S8 B, 5 0337 A7 A d
METER A 1% 2P F kg 0337%; $ =2 %ML pd megnER
FHEE (d,>3440) PF > $8cpy 5 01820 27§ Ad MEMER 4 1% 2 F
k€ B4 0.182% o

27 PdIRENENH ROA Z ST E PESEKG

ROA, = 1, +0.222d,1(d, < 7,)+0.337d,1(y, <d., < 7,)+0.182d I(d, > 7,)
—1.905S8ize, —0.006Leverage,, +0.004Growth,, —0.253RD,, + €,

(1) pd M4&mEHROA 2 PPkt T

H-Flreshe  REMPESRERET ZBRHERE

e 34.40 28.51 34.40 6.86 28.51 3440
F & 9.66 11.02 3.49
p B 0.35 0.09%* 0.95
F Bz f&hE
10% 14.37 10.77 13.60
5% 16.56 12.59 17.44
1% 25.14 16.91 24.75
(2) pd R EmE2Z PHESKGIE
Gl E OLS se tors White se mive
B 0.222 0.033 6.803*** 0.035 6.353%**
B, 0.337 0.040 8.386%** 0.055 6.100%**
B3 0.182 0.024 7.456%** 0.044 4.161***

p A 4Heix £ R4 4% 1000 32 B A5 @ 2 G %o go g fop A WU d, <7 fi<d, <pivd, >,

B
ERLESS AR ’OLSse#ﬁfF“ﬁ*fI’if%i%é_ Whltese#ﬁﬂ TRl L o # @ %kkz %0 ul ik & B ¥k

I:F
%
54

# 5 %l{ 10% -

%P”%mgdm$ﬁﬂ* NPT AR Y R e B i B R ARS 4
LSS A B LR R T A LEF ) AR R P
#% % (empire-building) %% (Grossman and Hart 1982) - # f < g
) (Jensen 1986) = ¥ * » § 2 P F FHPFH 5 0 HAIE 7 - P
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Fo0GEOTFART £ )ﬁ»mﬁ%ﬁf*ﬂh*ﬂ]’vi,&%@rgwﬁz R E
‘?‘Jm;ﬁ»f;}zéﬁfﬁg’ﬁﬂ/ﬁﬁl ‘f”‘\‘]?%{j\gp‘;\’ﬂ?"‘&i&-ﬂ{,$;}>\ﬁ ’ll__/a'-IFu
Hap TR RAY EBERBA TR S B L P

B m P pIEE AR FEY TR RREL - RF 3 FY (Conyon and
Murphy 2000 ) # » 3 ﬁ‘é%’%v} CELREE ;&E’&vf‘ 41 # ( Dyck and Zingales
@ T

2. N ERAFAL NP

RapA = s 22— (2) B58T 0 PIVAEIRED P oy
Fmﬁffr‘lﬁ;ﬂ’ﬂ_ " HpiEseE i 0673 081’%7[‘311%—&‘?3’%?{%1?
E S =S RN I S iﬁﬁ P E pE i 0.1 &7 & 10%% ¥k
ERER: S0 FmﬁAi%°&‘A\%‘j/ﬁﬂ?”?;ﬂ?%ﬂﬁi_xw’ 2 F B AL
i 1% FKE > PR - RPN INA I MNP R (d, <39.74)
B f 5-0103> £ orF PpIRAFFILFH A 1% B2 2 k¢ 50 0.103% ;
FoRMAPNIAFRIFAIPER (d,>39.74) FF o S, 5-0.048 0 %7
BONFRA IS A 1% 0 2 2 Hank-¢ 50 0.048% o

%= RIMAFLE ROA Z FFiExST2 PIESkRE
ROA, =, ~0.103d,1(d,, < 7,)-0.048d,1(d, > 7,)—3.954 Size,,
—0.018 Leverage , + 0.004 Grwoth , —0.547RD, + €,
(1) P %A 554 ROA 2 P ek i T
H- Pk FEEPEcRlE ZBPERCRR T

il ST 39.74 39.74 76.88 39.74 40.29 76.88
F & 19.43 9.43 6.83
p & 0.10%* 0.67 0.81

F Bz f&h &
10% 19.38 18.67 14.32
5% 24.45 21.36 16.32
1% 32.30 28.66 22.24
(2) PRMAFRz PHESEKGE
% AT OLS se tors White se vice
B -0.103 0.025 -4.210%** 0.026 -3.968%**
B, -0.048 0.017 -2.763%** 0.019 -2.547**

LF E& p EAAI HEGEF BB 1000 R EreE g%k o gpfog AuEAnd, <P frd, > P ER
2 ThicfeitE o ¥ b OLSsedp b Frit AR £ 5 White se 4 B {2458 £ o H ¢ kx vk z dn w8 4 ag
KBEL 1%~ 5%% 10% °
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ﬁp“@mp%A% ;4@ B s FEF AR BE ST
BE2 00 - BEAFNE FREBEHRZERE (BT F A4 1996 ME Fg oy

G 2005 Jensen and Ruback1983)o R oo NIRA R P g AR R IR
foro B O ¥ P A MRS g B ER % o LEI*MEJ%U%'W”’E‘;K
?P"%“‘%”ft,ﬁ%ﬂ* ?IE’_'*“ET’?}.Q & Pk’\”? RN E - A @ F

FRAGSFEYARY 4 gFHPFR I ER hwg,mdfﬂ o
3. F e kB P ik
Ripd A &L - (3) BEHT > YRAELHI TG PP LRLELR
ﬁ;fr— BrRE HpEAsns 0422 074 2 7 R BE Pk foz B %
S e S l——/Eszé‘ﬁ P p s 0 27 & l%m%p-# kET 3 A
E—-F’Bﬁzﬁc%oE/}Q]%ﬁ%’?&ﬂ?ﬁfﬁ@éy\@, {—?PFE"["’ &ﬁ'{ <i 1%
BERE S, P 8- RR LY ek FHONPEE (d,<113.36) %> %8B 5
(mw’ﬁwg e £ FH A 1% B2 P #6845 0.050%; F - R
oSk FFPHEE (d,>113.36) P> 8B, 5 0003 47 % ¥ e+ £ F
i\‘g'%n 1% » 2 & 5 »-€ 3 40 0.003% o

$ s £ ROA 2 Pk 2.2 PRl
ROA, = 1, +0.050d,1(d, < ,)+0.003d,1(d, > ;) 3.143Size,
—0.036 Leverage , + 0.246 IndustryRO 4, + €,
(1) ¥ fc £$ ROA 2 P e T
H-FPircsw® FEME»RSERT = BRERSRT

i ST 113.36 -11.59 113.36  -11.59 10.73 113.36
F & 65.69 4.60 3.91
p & 0.00%** 0.42 0.74
F B2 52/ &
10% 8.60 8.88 10.91
5% 10.14 10.79 12.69
1% 14.36 14.53 16.59
(2) §ledE2 PEREEFE
S o] OLS se tors White se Lnite
B 0.050 0.006 8.144%** 0.007 0.743%**
B, 0.003 0.001 2.717*** 0.001 3.434%**

FLCOF S p B HLEGEF R R 1000 KB B2 8% o gAe g, A Ednd, <P fcd, >p ERE
2 Pilcfpit @ o ¥ b > OLSsedp b frILiR2E 4 5 White se 4p B Fi2 4R X o H ¢ %8 L g5 LB 2 1% o
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AT FERFIRAEFAB  HO P % ﬁiﬁ,ma BTk F g
113.36%FF » B4t @ FrahB B4 fri ABS Mg > @ L P g2 i 77 L
PRIt B A 2 g S TRk g 27 A ‘”“rﬁ SRV S
$rt R ST R F R AFEZLIE AV EHLE A 1QL?}554'/@\=7%"]‘%’1‘11'§
ifk*;‘f&ﬁﬂ\%%ﬁ“f&:;#p PR E AR LGRS - AR R
%ﬁ’tﬁm LR ?”]J:/\w’@{ B e kg o BAEDT HIEF I
WRURE (PR ) %’?#%“{'iﬁz% FlERET > pEad i RS
*K“*P?Ebg’%ﬁf'li‘aﬁﬂ%é FRPEOEBRENIH N REFH

H J,,&
v
T

5%

LTS T ST ;q:?uj\g%cé_r%ﬁ”g;ﬁ o e FI R OB o R R
Fder B ERJNER S tp R £ R "%}"«‘?L, Fengl &9 B 5 brfok 5 (T
%3948 ) > \ﬂ“é‘r_z\mkpn,‘?ﬁéiég'?ﬁ% ﬂ/rsﬂ‘ MR I o d P
¥ A ?Maﬂ k- TARRF &7 FERELINGF IR G AS AT F
LS i "ﬂkﬁ *iAd s X e % (John et al 1992, Kang and Shivdasani

1997) > R @ F e £ FLPAp§ U > B PEE O 7 AR T R K
Ho BT RIOPF R - AFERNTRN

4. ber pd MENE - FPHEREKL > FlRILFITHE %L PE
I E4 2L (4) B%HETF e rpdRENE - -@ SHcs
Tl EHI TR E L E - -FEr = BrE Hp Ernli

0~0.007 v 0.055 » % 77 & 5%:erBg F-K ¥ T > 5 4 ¥ H - Wﬁk% FEriE
PR B  FIZ B E LT H - PR BT Pk
PREF LTI REF LR SH B EE2E ahu Y R
’F"\?Z‘—ﬂ?ﬁ?}ixw’ T AL ﬁﬁ'{" /]Pbi 1%9@‘%‘7]\}’ P E -
Bl ILAEME MNP HEE (d,<1848) FF > %8B 5 0026 27 % pd g
SRR T 18.48% AT A K A4 1% B2 P K re#- € B 4e 0.026% 5 ¥ - F
@gg@m§m§r¢Wﬁ@(m%ﬁﬁmswﬁ %8B, 5 0.003 > 7 ¥
Bd T4 in R A 18.48%7F] 28.51%2 ¥ ?k$magﬁﬂ%’2?~£%€
H4c0.003%; = FF 5 pd MENEANPHERE (2851<d,<3440) FF > 4
By n 01560 27 % pd AR A 2851%F] 34.40%2 F » ¥ e £ F
Bide 1% 2 P M ek g B4 0.156%; 92 B 5 pd MAENEFHFPHEE(
>3440) PF o Sdkc B 5 00290 A7 pd AR E B 3440% 0 Fed £ F
HAv 1% 0 o 2 - 5 4e 0.029% o

AFTHERA O pd RETEITL - PAEREP  F o & o 7 5 ocs
PEReRE BRI FABERG o B0 o BFLRERFIT I ANER
g d BERE o ,?u B F » kT2 I KA (Joseph and Richardson 2002 ) » i
FEREFT R gA7IMEIHET LY LEEEFEPTAL G

F oo s E Al ehd s 1Em3}§'j‘$\ ¥ E 2 2 i & (Jensen 1986) -
BEXR A d AR hE M ¢ BB 1uk BN P el ho e d D
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HERFLWA ] EyRER g Ry AR YR A AR
EET R AF LT OMITERMNURZ Y o7 2 Fler R BTl 2
M e ST fd MARERE CHPLI G AT A @Y e
LE P E W2 E I TR F Y FrA R PR R R
PR o om0 AR R 2 i@ Seppd ILEINE € Flia R
DR G 2 FEAEA T e ARE O % > % % 2 Brushetal. (2000) 7% %%
AB 0L o

FA4 > pd REGELZFHERE FPITF LA H ROAZ PSR TE I
P Jke
ROA, = p1, +0.026d,1(d, < 7,)+0.003d,1(y, < d, < 7,)+0.156d,1(y, < d, < 7,)
+0.029d,1(d, > 7,) - 2.861Size, — 0.032 Leverage , +0.295 IndustryRO 4, + ¢,
(1) 4~ fd AT L PIESE ¥ & ROA 2 Pk h T
H-Ficb e BFEMPE SR ZBPEcsRT

il ST 22.99 28.51 34.40 18.48 28.51 34.40
F & 25.30 16.63 16.69
p E 0.000%** 0.007%** 0.055%*
F B2 &k &
10% 9.20 9.07 12.92
5% 11.20 11.03 17.21
1% 16.14 14.12 29.35
(2)4erpdREMESPIERE Fler L2 PESERFE
izt iE OLS se toLs White se yvhire
o 0.026 0.006 4.40]#** 0.008 3.198%**
B, 0.003 0.001 2.871%** 0.001 4.100%**
5 0.156 0.022 7.081%** 0.040 3.868%**
B 0.029 0.010 2.805%** 0.027 1.068
LIF 8 p Ll i F BB 1000 K E BRI EE o g g s g s AW dnd, <P,
h<d, <y, 7, <d,<pAvd,>p ¢ R Gl E o ¥ b OLSsedp b JTILR4 £ 1 White se 4p

BFHAREL o H ¥ R SN U R LB RS 1%2 5%

S. b MR FNAEILE - PAERE 0 R E O P ks B

Rapd L s 25— (5) B5HT o dor PIMAFORITL - F’“ﬁ:%*ﬁ'x%é ’
‘H"i/{';\; £ ¥ P seen® a‘?fs A H - P %@‘F"’ﬁ;fr- [FR A p EAH A
0~0.034 f= 0.008 > % 77 & 5%:Eg F R &ET > 3 A FH - F’“ﬁ;‘ﬁ(% i
Pk B BTk FZ BRI E T HE - Pk R L Mk
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IMAGEAL AT 26.34%F] 28.09% 0 F fe X K FH e 1% 0 2P H g
0.031%; 5 = %A 5 P20 A FIL % 430 P HEE (28.09<d,<45.25) B 58,
500064 0 & 7 E I8 A AL 42 28.00%5] 45.25% 0 F e £ FH 4 1% 0 2
P g B 0.064%: F o B S P INAHLF F PR (d,>4525)
S By b 0.003 0 £ F P IVAFEILF A 4525% 0 H fed £ F AR 1% 27
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Why do Price-below-Par Firms Pay Stock Dividends?
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Hsiang-Hsuan Chih
National Dong Hwa University

Wen-Lin Hou
National Dong Hwa University

Abstract

This paper investigates why price-below-par firms pay stock dividends. Prior
literature suggests that stock dividends convey information about firms’ positive prospects,
stockholders of price-below-par firms which pay out stock dividends could suffer from tax
burdens, though. Our findings suggest that price-below-par firms with better ROA tend to
pay cash dividends and stock dividends at the same time. The reason why managers of
price-below-par firms choose stock dividends is not signaling but weak corporate

governance.

Keywords: Stock dividend, Signaling hypotheses, Corporate governance
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Abstract

This research investigates that how the discount of private equity placements is
influenced by intangible assets on accounting-related information asymmetry and
intellectual capital. Our results find that some evidences supported that the
accounting-related information asymmetry of intangible assets affects discount of private
equity placements. In addition, we classify intellectual capital into three aspects, human
capital, structure capital and relationship capital. We find that excellent human capital and
relationship capital helps companies mitigate the discount of private equity placements.
However, the structure capital is insignificantly associated with the discount of private
equity placements. Finally, this research provides authorities and companies the future
implications on intangible asset valuation, intellectual capital evaluation and private

placements regime.

Keywords: [ntangible assets, Accounting-related information asymmetry, Intellectual

capital, The discount of private equity placements
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Abstract

The main purpose of this research is to examine the arbitrage opportunity and
market efficiency of the TAIEX index futures (TX) and the TAIEX index options (TXO)
contracts for the period January 17, 2005 to February, 2009. The results show that
whether taking into account transaction costs or not, investors could proceed arbitrage
trading between the TAIEX index futures and the TAIEX index options by
Put-Call-Futures Parity to earn significant ex-ante and ex-post arbitrage profits. This
represents the market constituted by the TAIEX index futures and index options is
inefficient. Furthermore, we divide the samples which exist ex-post arbitrage profits into
two groups which are positive basis group and negative basis group, so as to examine
which one has the higher arbitrage profits. Subsequently, we demonstrate the issue by
regression analysis. The results indicate whether taking into account transaction costs or
not, the negative basis has higher the arbitrage profits. However, the results are also
addressed by regression analysis. These imply that investors could regard the negative

basis as an arbitrage indicator to earn more ex-ante arbitrage profits.

Keywords: Put-call-futures parity, Arbitrage opportunity, Market efficiency, Ex-ante
arbitrage profits
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t value 12.88 *%** 13.47 *%x 19.02 *%*
i 101 63 82
BAVE (dp#cEh) 35986 27626 31806
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XieH T lag0 X

g 4K B RS 5
R 3392 3392 3392
E gL i 324 398 722
F I B & 9.55% 11.73% 21.29%
Tiofl (dp#cEh) 62 27 44
t value 11.57 *** 15.73 *** 18.30 ***
w2 96 34 65
BANE (Gpd®) 19980 10732 15356

Th L lagl <

g 4K Bt RS 5
NI 'S 324 398 722
E gL i 324 398 722
I B & 100.00% 100.00% 100.00%
T oflE (dpEh) 44 17 30
t value 7.7 *F* 6.57 *** 10.63 ***
L 102 51 77
BAUE (dp#E) 14173 6746 10459

TR lag2 <

§ R B iR RS -
NI 'S 324 398 722
IR RAE 'S 234 278 512
I B & 72.22% 69.85% 70.91%
RSP ErE S Y 33 16 24
t value 4.8 **x* 4,68 *** 6.86 ***
L 105 56 81
BALE (dpdcg) 7731 4397 6064

Fo ik lag3 X

§oRe B i g RS 5
NI 'S 234 278 512
IR RAE 'S 153 188 341
I B & 65.38% 67.63% 66.60%
T3aflE (dpdkE) 61 24 43
t value 7.06 *** 5.37 9.33 *k
w2 107 62 85
BAUE (dp8cEk) 9362 4557 6959
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27 AL RIAEIFAT PRI E cHHEEALAEL IS E Bk

Fietk T lag0 X

A LS
g iRy AR § MR BN B R
ERIR I3 1097 1097 1097 2295 2295 2295
BRI 382 715 1097 1152 1143 2295
g & 34.82% 65.18% 100.00% 50.20% 49.80% 100.00%
TaflE (4 E) 14 23 19 33 21 27
t value 1523 *%% 2297 *%k 2730 %kk 760 *kk 27 7] wkk 20 || k¥x
Bl 18 27 23 63 26 45
BANE (Gpik®) 5380 16606 10993 38020 24188 31104
Th# T lagl %
hgy . L ES
Boorier FaeRep MR f R R B
B i 382 715 1097 1152 1143 2295
E flgi= e 382 715 1097 1152 1143 2295
EAlE F 100.00%  100.00%  100.00%  100.00%  100.00%  100.00%
T3oflE (dp#Ek) 6 21 14 28 5 16
t value 2.25 ** 11.81 *** g8 *¥* 237 %*x* 1.84 * .24 ***
it 55 47 51 76 94 85
BAVE (dp#E) 2435 14932 8684 31951 5875 18913
Th T lag2 %
A L ES
gy R AR M eE R EMAR
B i 382 715 1097 1152 1143 2295
E gl e 256 566 822 836 834 1670
Bl F 67.02% 79.16% 74.93% 72.57% 72.97% 72.77%
TiafliE (dp#E) 24 15 19 31 15 23
t value 5.82 %%k 50 ¥xk Q3 wkk Q7 wkk S A5wkk [ (4 k¥¥
s 65 72 68 92 81 86
BANE (Gpdk®) 6064 8545 7304 26234 12703 19468
¥k lag3
hyiEs Hp A
gy FaEReg A M eE R AR
K NSIE I 'S 256 566 822 836 834 1670
E gl e 178 418 596 589 638 1227
Bl F 69.53% 73.85% 72.51% 70.45% 76.50% 73.47%
TiofliE (dp ) 34 29 31 51 25 38
t value 524 *%% 10,10 ¥**  10.59 *¥¥* 1179 ¥¥k 936 ¥kk ][5 45 k¥x
s 86 58 72 105 66 85
BAE (A #ee-) 6037 11966 9002 29949 15659 22804
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FisTlag0 =

A Wi £
B iR A M FRY O EHAaR
RIS 1097 1097 1097 2295 2295 2295
E Flsug=t i 41 166 207 283 232 515
3 Jlzushe & 3.74% 15.13% 18.87% 12.33% 10.11% 22.44%
TaqlE (4 ) 24 27 25 67 27 47
t value 6.35 %% 1031 *¥**  [2.64 *¥* 1] 18 *¥¥k  ]].86 ¥k¥ 574 k¥x
L 24 34 29 101 34 68
BAVE (Gpd®) 964 4509 2737 19016 6222 12619
ToH L lagl %
nyEs Wi A
fRes Faeie AR f e R FMg
E NI I S 41 166 207 283 232 515
gt Bk 41 166 207 283 232 515
Al & 100.00%  100.00%  100.00%  100.00%  100.00%  100.00%
ToqlE (dh ) 18 21 20 47 14 31
t value 3.57 *%k 616 %Kk 736K T 4QFRE 379 kkx g 5] kkk
L 32 44 38 108 56 82
BAUE (Gpd) 732 3528 2130 13441 3217 8329
TH L lag2 %
i E B A
fRe B FEed g FaEied AR
CNSER A 'S 41 166 207 283 232 515
EHIgladk 31 115 146 203 163 366
E g 5 75.61% 69.28% 70.53% 71.73% 70.26% 71.07%
TaqlE (dp ) 36 13 24 33 18 25
t value 3.49 **%k ] Qg ** 4,67 ¥F%  42] ¥xk 407 *kx ]9 Hkxx
L 57 68 62 110 47 79
B (4p8cE) 1105 1438 1272 6626 2959 4793
TPk L lag3 X
g S
foied e AR F MR B EHR
E NI 'S 31 115 146 203 163 366
E gl 23 76 99 130 112 242
gl & 74.19% 66.09% 67.81% 64.04% 68.71% 66.12%
TaqlE (dp ) 44 22 33 64 26 45
t value 442 %Hx DR ERE 5 T RkE G A] kEkk 4G Hkk G |7 kkx
L 48 68 58 114 57 86
[ (dpcgk) 1006 1650 1328 8356 2906 5631
B F AL RED P EH LhiRe A ant IS e 20 gk
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