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Abstract

This paper takes an empirical setting to explore the announcement effect of Taiwan financial
holding company (FHC) issuing CB and ECB at home and abroad on company stock returns and
determinants. We therefore examine the abnormal returns, market segmentation effects, and dif-
ferences in company financial characteristics as the FHCs announce to issue CB and ECB over the
2010-2018 period. The empirical evidence indicates that there is a significantly positive abnormal
return on the company that announces to issue CB or ECB, i.e. a positive news for the investor.
However, there is no significant market segmentation between these two types of funding an-
nouncements. Moreover, the results show that the FHC with larger size, higher ratio of net cash
flows from operating activities to total liabilities, higher earnings per share will have a higher
probability to raise funds by issuing ECB.
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A BTN BB ERIER A 7 B & RTINS T8 R BI04 5 BRI R0 R SR M R R 2 .
TER2010EE 2018EH, B RITIEBAINTRBAAFARNSEAFARSE, FEAAEMEGTFEE
RERHN, HHUBAMEGRRETHFETIXBYRNARAMEFHEER . KESFREH, SEAF
BEERATENSIIN T RRA TR ENEATRME BENEAREHRMERRS, R —HIERRL;

R HRBANZAMRUENEREEHFREHENTHXBRS. i, SEREBEKR. BEAES)
FUERE S AREPHUERR. SREKBENSHERAR, SABRREIIERMEHRITES TSR
AFRBERE.
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1. 5|8

W% H A S E PRI B RE, et ShE B TE H 2 n,  DAE e Ry T iRk et 7 Xk
EETAE S A e R R 5 07 30, fERMEARIT S, WIS A% i 54 38 hnik sk
MAATE ISR IRTEG 7, B 7 HOHUE N R e B e ah,  n) [ bR Rl T 3 % 5t O o Al E BRAk
By, AR G I R B R E .

DU IR I8 A 7] {5t . A %45 7] 57 (Convertible bond, CB) -5 #§ 41 A #% #:/3 7] {5t (European convertible
bond, ECB)MH T 2, (HRZ LMW E, BATWHE AT SRR, RERPEOFEEN. 6F
H X FERAT A 2001 A EERE 2 AU S RtdE I A |, & RiER AR AR T —RE ST, HEENER
AF, BMAKBEET &M TARKER, MAELARSRE SN, MR EREGE TIRERIT, bl —
BN R SRS RAS— g &, RISV AHE Rk E 67 S Ris A FURFEAR, #ses A m 85 k1T
Y 59 A AT N T O A T RN IRRE A, FE LR R S R T AEAE T 3 X R S R A A | I 55
HER.

2. MCERERA

N FE ARG SRR S AW AFME, KAUR -ER2%FEFRMiEE. —Rms, 5
Vo S5 AT AE A0 IR A IR TS, A — MR S K AT s Ok JUF S5 AT AT S JOIL g e A ad R AR TR S,
AT 1] T AT m A VB LS R A T A ml i 5 m I 1A), RS YRR SR IR AT B35 BOR 2
300 3 I 7 AR S, B RSO AR I AT D )

2.1. XERRIR

[0 JB 2, i A 5% SCHRAT 9% 2w B AT T e 4 o w2 I 2 W] R B B AR U, HON o\ e A IR TH

LTINS ANTETR = A s [ SRV SR T
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1) IEHEFZMRR : Ross HIME B i-5i (Information signaling hypothesis)iA N & 1T CB {24 7] W 45 4T
FrEE, BAEIE A R AR RE R RIRES T, A SN ESRTE, XA RE R T (2] . Modigliani
and Miller FJF )& R AR U (Tax shield effect hypothesis)iAN A& 4T CB Ji 2 FE 32 AT AT #RIE AL A, Rk EFL
JE AU H(Tax shield effect), X BN =48 IETHI #8480 [3]. Miller and Rock $2 H FI# B AL 17 ( Investment
opportunities hypothesis) I\ AXF 4l o5 I 1, A FEBE A SN IER BNl 2, BIRRKAT CB Frakfs
Mas o KT HRE A, HIMILE & RAT CB XA IR0 N IE 18 U 4]

2) FEIEZM R : John and Williams $2 H F 3 497 5 48 {1 1 (Cash flow change hypothesis), A&
17 CB EIHHE M RMIEREA L UFH L AR AR BEE TR WMEREFME, BRAFHE,
T SOSEAE B b, R T 2k, BT AR 5 4T CB X A 50 g 47 T S0 2 5 [ 5] Myers and Majluf
(R ) e FE 5 U (Adverse selection model), AN ECB B 4648, 22 W & M w] 1H I R 7% 37 2208 I
K, G E B, R ANF R ARGLES, 2xm N R A mVEY, 5 B ARRE R OR N,
Fividh i T A7 T 250 SR 8k K [6] - Myers ¥ Myers and Majluf i) 325K F5 2 ik %8 54z 228 (Pecking order theory),
TRBEI 2 B 0 AR S5 0 2 S2OB % 58 07 R R /R Frsgm, iy H AR R O e, AR Atz e
AR i R MG BARIIR RAT ilAs 5SS L A B SCHP R BRI B8, DN E S K AT CB
Xof R PR 520 Ay 7 TN A 5CR 7]

3) TEERME: Jensen Fl Lang and Litzenberger #% H ) H B3 497 & 2 i (Free cash flow), A AAF]
P EH R T AR S &, TR RIS ] R AR g Al )RS s R 2 =] A0 58 400 2 7] B 08 R 1T
E, HIREBRTGERSE, ARMERAL, BB, el E%5 KT CB i, AR M5
FHCAFAEIE AR S, WA 2 =] A [8] [9]

2.2. MXRSTIERRR

H—J7H, % CB Y5 ECB MAHXKSHEM AR 2, XA ARAT WA B 0 S 2 BRI S FA
A SCUE 25 5L, B FOARE B U B N R

1) IER 7 H AR B : Kim and Stulz SEIESE E 23 7] AT RN 127 00 B A s, 25 RORIRATE 5 Hii)E,
JREAT S DR T IR S i A R A ] 4% 5 5 R 36 B AL BT R AT iR 2 R A B SS, Bt
FRAR RAT A F 2 F 4 AR [10]. Roon and Veild SZiE CB IR AT &% 2 &) B A 7= A2 1E ] 5 H B 1) 52,
HAF AR AT SR BN B E5K 1] EBFREMT IR ECB & &AT IR 1) SR 7 5 R w5 N IE,
FEAMAFAZBE BRI SR TEAELHRATAR, HEHARERIMNFEZ, [FH ECB
B RAT XA B AN = A 1 ) B2 [12]

2) HHI 7 HEREN: Lee and Loughran. Hillison and Vermaelen DA & fiIvEFEifi AN R BV &5 5 35 i SR 7T
PR, CB MIRATE S SBU AR R, 153 K417 A 7@ k= B E R ) 5wk, HE
BERZU [MEEAXNK] 5 TRABIAERW | KRR AL R [13] [14] [15].

3) FHEIRMA L : Kang er al. AH A AR KAT ECB NFEARKIL, KAT BCB XA &) I 5EA i)
M, (HIEARZ[16]. Wi — SR X GE BT TR, A7 KT CB 5 ECB X2 @l Bt i)
AR ERTE, FTERAFKIT CB 5 ECB, {58 HIEXT A & B m sl k& A 5[ 17].

ZEA LA SCHRIEIZE 3R, TR BRI R B SE R U 45 R B nT A5 50, AR S5 M ST A = AR 1
SO, A=K, RIIER S SEm . AR B 2 DL TG B 3 A e S = Ik Ak, SUREE FLE A
N BB HRTE Y, R IS0 4o B4 s 2 v A 36 H R AT PN AN [R) DXIERT e 48 2 W) i 10 B 2 205 T
DAAER D 00 55 5 4 i 238 AT 18 B 13U

i
;é
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3. MRH#ANSH=E
3.1. BERIRSHEAERN

ABEFTLL 2010 42 2018 1k, 8 'H A G EAIT CB 5 ECB &Mz B A 7 NI A R, X T &
HRCRI MR, HE S H LA RIS AN A TR AT B H BB B, A G IS L 5E T (Taiwan
Economic Journal, TEN [45kF4 H A% E | I HARN, F&BEAF Y A% KT CB 8 ECB
YIS, FdE— PRt TEY 1 [ SRR FH L8R & | R A% BT T, H B R AT AT
IR I IR AT H I VP REA A UE L BAFEARILE 65 28, Hilt— PR & A m i
HARATERELZREAR 3 28, BT 62 BFEARIATIHEN M.

UbAh, G fbdzs I A w0 5 EAR I A S5 0 5 5 7R B B TEY B8 s B I8 A R K2 TRl —4F
FERNRI T 4F BE 1) 55 AR S S 5000 25 T, e g 0 W) A 55 W 55 AR M 1) B2 i BUHR TR) 9 H: CB B ECB &
B RAT I HT— B s vkt
3.2. LB 5T &R

AT 5T BT B A Al I T R AT IR P AT A 4 R W AN R S R s, DA RS B
HHEEER. EHAYE TR E D701 (Event study methodology) 7 & 2y & B 1R B s &, F) A
Logistic # ARG 28 7 W 55K ME I 2 5 o 20 AT R 2 JSEREER, 0 B3t R .

3.2.1. BEFIREEER

AHIF 72 ARSI S A 70 15 (Standard event study methodology), )%l & CB A1 ECB & % KAT X &%
O A BN o Bk T ik B AL S 3 H S 4% 1 (Bvent windows) 7k, 7R 53 ANEHIEHL 5 K 11 HEEFHAE 1,
F UM o m A AE T 3 I SO e A SR SEE 7, U222 Brown and Warner Al Mikkelson and Partch [
TR 77 1% (Market model methodology), 11H & & A AN [ ZAF 5 B % (Cumulative abnormal
returns, CAR) | [1][18]. AR 4R 5

ARjt = Rjt _(éj +Bijt)
CAR, (t,,t,)=) AR,
j=1

ACAR =Y CAR, (1,1,)/N

Hr,

AR;: R ARINAR, BRI IR AR 5 A0 v 3 2 Z2 4.

Ri: 2T AN 42 8wl AR 22

Ry RARIETT RN .

CAR: & RV E MM,

ACAR: &7 BFU R H R EN 2 (Average cumulative abnormal returns, ACAR).

b, FEE S o 5 g 2 LLEAH AT 150 RBNFEAHAT 30 R HIE38 A 7 H 2%
51 i e £ H ik 2 A4 115
3.2.2. Logistic 125!

T 3V AE B K FE Br Al 1 D RoR @RI 7R T, R E AN AT R e 5 A W) i F [ s B3 U5 R
KEVREEH . Bk, BEENIMIZET AR T KM S S, T RATIEINT 4wl fit
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(A A FIW S5 A PE UG A TE R 50— L H 1. ekl & AR 4T CB 5 ECB A 7 M 55 Rtk
SR SRR AR R R 0 T

h{l PPJ = j,+ B,SIZE + B,LEVG + B,CRR + B,CFR + f,OPR + B,EPS+ B,OVBR+&  (2)

(Hrh PARE & AT RAT ECB ZHLF).

EEI:'7

NFB(SIZE): 537 AN B . A R & A F], S HIVFSE RSN 42 e R, e
HHNEIMETEHEHESZ, AFT ECB HIRAT S8E, PFrilaw] SR i) &2 A ®, B 7T fE & 4T ECB

HIE T .

i LA (LEVG): B/ 587 B 8. T ECB W& HARBEEHIACH], AR AR T — 2
)51, 2 b fiit LR R R T A R A B /RN, AW 2 UKAT BCB BUR— ez Rl i, e Gut 55 a5 h Ak,
veipiie

WL (CRR): WA= A Fift. Wiah bR BRI AL R SEBONA L, 26T R,
7] BLAAT ECB SRRl BE T A .

I L2 (CFR): EMLIEZ S G B/ A LA HERBLSHMARAREIZE, BELEY
R, TR BT R AR A 2w A 00 B I R MO, I A DL iR LR O A

BB (OPR): (AEDNISON — F I EME N E MO o BN K Z8 R Y
A, HHRAEY R E ISR IES), EI BRI R e R R TR N EREEARIELT, &l
WO B 2 Aol A R AT ECB 2548 58 S AT RETE TR .

T AREPS): W —FE AT EPS P EME. BBE AR AT, BREAH K &R R A4 1
FURRCR, it AR 7152 ke K AT ECB I E 25 8 %

[ 4hr 47 BSL(OVBR): AR 48 A R WAL EAMMTERED & 3 B R E brfb 2 R e,
HAEAT AT REMRFANE T 6 BRI AR VoA BT, ZREN 1, SUHEEN 0.

4. SCIEZEER
4.1. RS

FRMEGTHERFIR T4 1. RPAKAT CB B ECB &R A A & BUM KR 2 3%, P irEk.
BKME B/MESARHER . RS E R MEMEBRKE ZIRCRRZERE, HRsIE, dlais
b, BN R KRR R AR K. Bz, DalEis s mfEARERaI R AehiE
BE L B MP O A 38 R A I AR S I 5 R M AR A W E 1) 2 R

Table 1. Descriptive statistical results

1. AR ER

Al 254 % LREIE I ON] e/ ME k2

B R CH & MAZoT) 1,086.68 822.05 2,662.34 236.02 740.91
G145 EL R (%) 0.86 0.91 0.97 0.41 0.16
TN (%) 3.96 2.30 10.46 1.15 3.06
AT LR (%) 0.36 0.20 1.97 -0.27 0.58
BN K2 (%) 0.07 0.06 0.94 -0.36 0.28
BRE ARG HIT) 0.30 0.95 2.16 -6.28 211

i
;é
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4.2. BHMRZEZ LIEER

AT T A AT R R A W) R AT CB A ECB X4 ) B i) 5 0 I 2 52, RIAR I 72k 1 A=
PSRBT 1 TR s A W e SN, JREE— 2K CB Al ECB [IRAT 2 Al R SR HEAT 22 5 R4S E
HE B I on 7 RAT I A AN AT e m] e 5 BAT T X B R -

4.2.1. ERUIER AT AT CB 3 ECB AR R &

Bt & 45 A T RAT PTG A R B 4% A B = — UG R A RS, AT T A =] AN 72
B AT TE R AR . AR, A AR R — AR ) Al TR, DU AT TN AR A F AR R ()
SRR AT 2 MISHIESE R A, 3. 5 K& 11 HEARE DF 3 R AU 5 R 2 (ACAR) B 2 3 2 1E 1)
TR = Fh A5 HH) ACAR 439108 2.202% (¢ i =2.727, 5 1% 7K ). 1.813% (¢ i =1.813,
K 10%52 Z KL 1.306% (118 = 1.679, 5 10%5# K T). #SZIES: RiER: THE A6t k47T
BN TN A4 A T AN G IE ) 5 5 4R R s v IRED, & AR RAT CB 8 ECB XA FBARN S,
& TUE RS

Table 2. The ACAR of FHC announcing to issue CB or ECB
2. &I AREE LT CB 8 ECB MM R F HIREIZE

GO ACAR (N=62) tE
3HBEAL 1] 2.202% 2727
5 HEM[-2,2] 1.813% 1.813"
11 H&E H[-5, 5] 1.356% 1.679"

1% EEKT, T5%EEKTE, 10%2E KT,

4.2.2. %17 CB vs. ECB Hi £\ R IR R &

AW T — D AREA A T 53 9 RAT i A e 4 23 w451 (CB) 55 g A1 AT e 46 23w A51 (ECB) 35 P IR AR, E
ITHREZ Z R RE. &3 2IKAT CB 5 ECB X & Al i M2 72tk e 2558, UL 3 HFHE
HoAB, &3 A F RKAIT CB 2 ACAR N 1.696% (¢ {54 2.240, 1 10%E#/KF), {HK1T ECB 2 ACAR
M 0.265% (¢ fH A 0.460, Rk 10% 5 F 7KV, B3 2 22 MR8 FF R IE 10% 80235 7K1 (¢ {9 1.431).
BeAh, A A EARE S & 11 B2 ZR MR SRS 10% M B2 KF. B4 LRSHES R, SRk
17 CB 5 ECB Xf &4 A ml et & 1E 1M B, AHPIE IFIE R E 2 bk, JRRIT i #5 A0 mphE & 5
A 11 52 7 A AR T 3% 52 30 B 2 1 DX R A R

Table 3. The difference test of abnormal returns between CB and ECB issuance

5%3. £1TCB 5 ECB W& NABRNRNZEFHERE

A A 7 WML A 7 i SR E
HEED ACAR (N =27) 1l ACAR (N = 35) tfE t1H
3HEHL1] 1.696% 2.240° 0.265% 0.460 1.431
5 H& H[-2, 2] 1.901% 2.041 0.608% 1.818" 1.295
11 HEA[-5, 5] 0.533% 0.807 0.363% 1.014 1.259

1% EEKT, T5%EEKTE, 10%2E KT,

i
;é
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4.3. ZTERASEI IR ARRNEMIZR ARV SFHE S

F T R A LA AR o e R o B R B A RE SR E BRI I TR SR ER VT, S d A W) eI AP AT R
e 7@ s FH B PR 2 S ol R Bk . IR AT 7E it — PR i &5 A 71k 8 k47 CB 5 ECB KA H]
WS S5 SRR A BTN % 4 24838 AR KAT CB 5 ECB MW %4514 2 Logistic [FIJAZ5 5 H v,
e A AR AT ECB, A5 (Dependent variable) Ay 1; HMILAE N 0. MFE 4 2 [B1H455 B a7 1540,
AT IE(SIZE) B4 i B L3R (CFR) M A B 2 4 (EPS) I 28073 9 N 8.32 (35 10%.42 2 /K ). 0.08 (& 5%
BEKF) K 2.49 (5 10% 2 EKF). N ERSTIEL R, SBonEilisl A e e R, ElgEshid
P& E S AR R m UL B AR S N S A =, B4 T REHE R AT ECB &, Ha:
TR RE TS A F MR, FAS VPSR /A 44 FER s, A S BN R E %, AFT ECB
MIRAT S48 LT R M A 7 AR T B LR, 50A 5 /b8 75K SRR RS A,
LR ARHH R B AR REFT = AR I ST AR, A R H AT ECB &%t .

Table 4. The financial characteristics of FHC with issuing ECB-Logistic regression
F< 4. %17 ECB £ AR BIM K45 -Logistic [EY3Z5

A R A FRAER)

A (C) 15.66° (8.61)

A ) FU(SIZE) 8.32" (4.68)

T ELZ(LEVG) 0.15 (0.12)

BN 2 (CRR) -0.01 (0.01)

P4 B HL 2 (CFR) 0.08" (0.04)

BN K 2 (OPR) 0.07 (0.05)

£} A2 (EPS) 2497 (1.37)

& 4347 (OVBR) 7.70 (5.63)
R 62
Pseudo R 0.58

355 UG kR HE IR (standard error); " 1%E KT, 5% EE KT, T10%5EE KT,

5. &t

AL BT G SR i 7] E 5 RAT CB 8 ECB X2 A AN o #2252, DA S R AT ECB %
WERIE B A R W 554 . SRS R 7R, S A7 RATHEA ST Hi A 7] B AR ORI S, 22—
WUEAS . BARKAT CB Bl ECB X 4% o m A B A I A S N, (HPE IR R ZE R, TRRIT
BN R E S HER AR T XA 51—, ek s m e B RR. EkEs)
FHLE TR G AR I EE R @ DL R R B R A R SREURAT AT # 4 =) 5 ) b
FHERIINFRB . Bk, ASCHIWE A RER T 3] 88 e A R BRI W] 2 =) is A e m) fiis
%5, HIFTCRpmIT &8 7K AT CB BLECB B 514, Rl SRR R 28 MBI Z S B 6
R i 2 W] AL B 502 T 37 0 LB (B BB IRIE 45 & Aolk B brAlgrta sy

HE&mHE
ASHF G HT 2205 2018 4R 51 AA RIS 2 300 H (W H 475 2018078 % 2018079) 1M BL LM%
D%

i
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