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The Study of Cash Refund and Capital Reduction

Student : Ching-hui Su

Advisor : Wen-liang Hsieh
Hui-min Chung
Graduate Institute of Finance

College of Management

National Chiao Tung University

ABSTRACT

According to the current law in Taiwan, there are three ways to decrease the capital, the
cash refund, the purchases of treasury stock, and the capital reduction. This study explains the
similarities and differences between these three kinds of capital decreased from the financial
side. The announcement effects of the cash refund and the capital reduction are the main
research goals.

Since Formosa Hotel launched the capital decreased.by cash refund, it has become a new
finesse to promote the ROE and-.the stock price. Different from the cash refund, the
companies with net loss take capital reduction as a rapid method to promote the net earnings
per share and increase the stock circulation in the market. This study combines the Event
Study and the case study of BenQ Ltd. to examine the cumulative average abnormal returns
about the announcement effect of capital reduction during the year 2002 to 2008, and discuss
the different results between independent companies.

The result shows that there are two days positive abnormal returns after the
announcement of cash refund, and companies would have a better performance after the
announcement of cash refund. There are six days negative abnormal returns after the
announcement of capital reduction, and companies would have worse performance.
Furthermore, compared to the financial statement and the abnormal returns of BenQ Ltd., the
result shows the companies are not only sustaining negative cumulative abnormal returns after
the announcement of capital reduction. It demonstrates that the announcement of capital
reduction is not the main reason that the investors care about. The investors pay more
attention to the operational performance.

Keywords : Cash Refund , Capital Reduction, Event Study
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25 -0.00293 0.04416
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24 -0.00109 -0.00317 1 -0.01471 -0.04505 ***
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o)) 0.00157 -0.00381 3 -0.01732 -0.07510 ***
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AP EAGE) -5,226 -4.20 27,611 | -21.19
I3 mE R FH (R) 2.12 0 -17.97 0

218 P ART O P T £ 5 £ R MR A

g 2004/12/31 2007/12/31
Hig g~ EX % £% %
e~ AR 147,770 | 100.00 122,253 | 100.00
¥EEAEA) 11,698 7.91 2,140 1.75
BEZRAZHKFTIE 3,564 2.41 6,505 5.32
FARE 2R T4 0 0 0 0
AP EAIGEAR) 7,619 5.15 4,772 3.90
A mE LI (R) 3.1 0 3.11 0

d PEARA P R AP T P I RTENERF E RIS IRRE LR T L2005
27



E32006 EHFAAD S5 RAEH AT 293 A o A L ERY O F 0 443%H% 3
3 2248%  fEAR At EAL s R B BER L AYEIF > FLFHLE PR
RFTPILWEENP R TP IR P ASNE I T gL At b
PP ALK TRED AL E I B NS LR LR T RHP A 2
W4 R o AT E R UERASI R TP S P ENT L E RN RT
.W-IAF%)\F',#E% » 2007 # E%T%ﬁﬁ?gg R ER PSR IR &r;},’:?ﬁﬁ Cee d o

ERAOANPEFH L AP E > FRFHETRIT 3N~ od BEMBEKFEA P
éf?%ﬁéﬁ#ﬁm kpHFaT LT ii‘fi— _/ﬁ LR T A R Ltﬁ T ?
TR RAR D RAR I R T LR R B N7 30 IR SR E P
AEANEEHTRT R

431 FFAAMPYRGRE

WREFEARD R P L FNAD C TAR Frep 0 F20
REFAMPIFTLT P g FARTEHRTE DR

e . AARR] B EAATIE & B 4L 218

2 HA

5 -4 -3 -2 -1 o 1 2 3 4 5

BI0- P ARFTAAMPY DT plcE B @

mREBRFE XS5 BRI BINEME

?
pi

i
55
ir]

45

40 b e e e = 5
- — HMEHRE -5 10715

35

20 —/—

25

20

15

10

= 2
o 1 2 3 4 5

BRI~ AFRFTREY- 5P xjiﬁ‘f%’%;uﬁ
SR I0T R EEARM L P 2 AT AR RATRE G Ll

28



f*;a;)éﬂ'?ﬂ MEFARLED R AR E L A gt ofed pHIER L
Sk B VELRAR TR E AR R RT S B A F Mg 2
FAR{EED s,r;,%paag TR oom PP A B E R AT EATH Y
1 E - R P Bl o EAFIRTH GG F TR SRR BT R gk
RoHAPARTERERATEHSEEPRAR L EEe L

432 NEFEFZEPZAMENEM

dRFTARM P R R I EAEE R T S EP AR IRy g AR
e PEAME D BRIy L AR AT RTEFHRET RSP

%oiég—ﬁ#%uﬁgl%g;iﬁaﬁﬁuﬁ?%i%iﬂBaiﬁﬂﬁwﬁ’
RFERBIETALABAFP O MNE A2 P8 f o R AR RFEFFFTE R

?.ﬂzﬁ—,ﬂ

~F|—

=

%

o

219-nEF gL P AEEP 2RV HPML

WEEETLP ST 2R FHEMAREFAE F Y (CAR)

EAES ) AR CAR EAES | AR CAR
-25 -0.05829 -0.05829 *** 0 0.03924 -0.05739 *
-24 -0.02146 -0:07975 1 0.07119 0.01380 ***
-23 -0.03190 -0.11165 2 -0.02614 -0.01234
-22 -0.03996 -0.15161 3 -0.02817 -0.04051
21 -0.00314 -0.15475 4 0.00420 | -0.04471
20 0.07603 -0.07872 5 -0.04697 | -0.09168 ***
-19 -0.02268 -0.10140 6 0.00128 | -0.09040
-18 -0.00084 -0.10224 7 -0.01526 | -0.10566
-17 0.02183 -0.08041 8 0.01414 | -0.09152
-16 -0.01561 -0.09602 9 0.00081 | -0.09071
-15 0.01625 -0.07977 10 0.01818 -0.07253
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-13 -0.01498 -0.10847 12 0.00351 -0.06916
-12 0.01606 -0.09241 13 0.01070 -0.05846
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-10 -0.00314 -0.10451 15 -0.00316 -0.06822

9 -0.01038 -0.11489 16 0.00393 | -0.06429
-8 0.00558 -0.10931 17 -0.00668 | -0.07097
-7 0.03121 -0.07810 18 0.03826 | -0.03271 *
6 -0.01229 -0.09039 19 -0.03634 | -0.06905 *
5 0.00938 -0.08101 20 0.00824 | -0.06081
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-4 0.01853 -0.06248 21 0.01070 -0.05011
-3 -0.01560 -0.07808 22 -0.00428 -0.05439
-2 -0.01740 -0.09548 23 -0.00387 -0.05826
-1 -0.00115 -0.09663 24 0.00374 -0.05452
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-25 0.01763 0.01763 0 0.06898 0.18139 #**
-24 0.03067 0.04830 1 0.06287 0.24426 **
-23 -0.00476 0.04354 2 0.07399 0.31825 *%**
-22 0.01508 0.05862 3 0.02627 0.34452
-21 -0.01118 0.04744 4 0.02425 0.36877
-20 0.00561 0.05305 5 0.09415 0.46292 ***
-19 -0.00155 0.05150 6 -0.02526 0.43766
-18 -0.00921 0.04229 7 -0.04834 0.38932
-17 -0.00363 0.03866 8 0.04776 0.43708 *
-16 -0.01355 0.02511 9 0.00253 0.43961
-15 -0.01359 0.01152 10 -0.01769 0.42192
-14 -0.01091 0.00061 11 0.07517 0.49709 #**
-13 0.02651 0.02712 12 0.02562 0.52271
-12 -0.01086 0.01626 13 <0.03212 0.49059
-11 -0.01049 0.00577 14 -0.01429 0.47630
-10 0.06417 0:06994 ** 15 0.05544 0.53174 **
-9 0.03377 0:10371 16 -0.01085 0.52089
-8 -0.01145 0.09226 17 -0.03628 0.48461
-7 -0.00591 0.08635 18 -0.03313 0.45148
-6 0.00793 0.09428 19 -0.00977 0.44171
-5 0.00222 0.09650 20 -0.03735 0.40436
-4 -0.00806 0.08844 21 0.01763 0.42199
-3 0.00838 0.09682 22 0.04837 0.47036
-2 -0.00413 0.09269 23 -0.02422 0.44614
-1 0.01972 0.11241 24 0.01665 0.46279

25 0.02810 0.49089
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