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Abstract : Capital expansions have the positive function of acquiring or preserving capital and further
create shareholders’ future wealth; however, excessive capital expansions will probably violate
shareholders’ interests. The important issue is whether pre-issue firm’s variety of capital expansions
has information content. According to empirical results, this study finds that pre-issue firms’ variety of
capital expansions has no positive relation with growth potentials, has positive relation with capitals
transferred from retained earnings, has positive but not significant relation with seasoned equity
offering , and has negative relation with capitals transferred from paid-in capital. Furthermore, this
study also finds that investors’ reaction to pre-issue capital expansions is not always optimistic. The
relationship between underpricing and post-issue long term operating performance is positive, but
pre-issue forms of capital gathering has no incremental explanation for the positive relation between

underpricing and operating performance.
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