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Types of Capital Downsizing and their Performance
Student: Chun-Hua Hsu Advisor: Chih-Young Hung
Institute of Management of Technology
National Chiao Tung University

Abstract

The aim of this study is to investigate the effect of capital downsizing on the
performance of Taiwan’s listed firms during 1988-2007. First, three types of capital
downsizing were identified. They are capital deducted to make up a lose, capital
deducted by returning cash, and stock repurchases, respectively. Then, multiple
regression were conducted to test the explanatory power of variable representing the
types of downsizing. The empirical results are shown as below : if the variable of the
business performance is the market to book value ratio, the business performance that
after the capital deducted to make up a loss or capital deducted by returning cash is
positive. This reason is that the capital deducted to make the profit data are arisen
quickly. All index of the investment evaluation to appear positive. On the other hand,
if the variable of the business performance 1s the basic earnings power ratio, the
business performance that afterithe capital deducted to make up a lose is negative and

the business performance that after capital'deéducted by returning cash is positive.

Second, this study adopts Multinomial Logistic Regression to analyze the
difference factors of the capital deducted will cause the firms to choose what type of
capital deducted. The empirical results are indicated that the cash flow ratio or the
debt ratio is higher, the firms will prefer stock purchases, not prefer capital deducted
by returning cash. The size of company is bigger, the firms will prefer capital
deducted by returning cash, not prefer capital deducted by make up a lose. The market
to book value ratio is higher, the firms will prefer capital deducted by returning cash,

not prefer stock purchases.

Keywords : Capital Downsizing ~ Capital Deduction ~ Performance ~ Multinomial

Logistic Regression ~ Factors of downsizing
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%47 #EFRFRFHAYUNSFH

% % ROS MBR DBR
L RFXE R L RFXE M ER L RFIE M ER
_ AT TR . REFA » =
Pl EmAm wries  FEHRE ERAn BTl FHFT BHAR T F FHMRF
=1 ~ =21 o A .
E7N R E7N R ETN Ul
Lo -0.991 0.082 0.028 -0.130 1.847 1.936 1.132 1.259 0.541 0.254 0.372 0.396
L -3 -0.083 0.190 0.036 0.029 1.090 1.430 0.920 0.950 0.564 0.223 0.374 0.396
o B 1.229 0.530 9.022 9.022 28.880 6.890 8.580 28.880 0.986 0.485 0.937 0.986
BB -46.117 -1.138 -6.591 -46.117 0.140 0.810 0.040 0.040 0.026 0.070 0.019 0.019
&L 5.045 0.411 0.461 2.063 2.822 1.392 0.818 1.377 0.211 0.113 0.158 0.179
o s -7.605 -2.138 5.546 -18.279 6.646 2:653 3.653 10.300 -0.188 0.446 0.135 0.353
R 62.696 6.542 245.283 375.237 60.452 107101 24.762 182.451 2.424 2.292 2.873 3.019
BRE 145 18 768 931 145 18 768 931 145 18 768 931
AT ATA=F ARF(F =) L9 A5 45155 Hesd 3 7% JIEBITDA)=A 1L fuofl ~ 47152 Hesd 3 e f1(+ %) B A1 4 % (BEP)= fu® L3 % {I/F 2

BER O AP AR S %(ROS)=F 18 E
TAkR G AL ER

VA %R %0 G %(MBR)=% %53 if /5 SRR G i 0 if o 5 %(DBR)= f if ST/ F A AT ¢
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-
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EEAE L o APF IR BoEE L YE ooz NI REPE BRI R T T
ERUAUFRANEFRAFEI D LB o aRBEr BRRTEFART AL ¥
BHEEGUribdoef GV FEA v 2B UMBEELA " FIFL HFES i

e AR EmV CREPFTDERR ARG DEF R YIS RES B f
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43 %~ g~ 11 (Multiple Regression Analysis )

A B 1S B g R R B fopd 4R & ot FoA Rl 4 (Basic
Earnings Power ) ¥ 5 ¢ i& ‘i’;mlkiﬂl%ﬁx o FAVPEATE BT ] BRI R AT
TP AR P H R TS E N gt o

431 FIHL R E

% 4873 fw‘ifﬁra\ e E R

Y, =4, +Z B,DSIZ ; + B,SMR, + ,DBR; + B,SIZE, + S RDR; +2 B,INDUS ; + &,

j=1

F) % #c ¢ LT % @0t (MBR)

i ¥ S i t-Statistic Prob.
Bo -1.071 0.089 -12.058 O**
DSIZ1 0.282 0.040 7.002 O**
DSIZ2 0.589 0.058 10.194 O**
SMR 1.028 0.020 52.376 O**
DBR 1.076 0.040 27.061 O**
SIZE 0.022 0.010 2.223 0.0264*
RDR 1.388 0.069 20.072 O**
INDUSI1 -0.466 0.034 -13.735 O**
INDUS2 -0.135 0.033 -4.057 0.0001**
R-squared 0.994599 F-statistic 21222.05**
Adjusted R-squared 0.994552 Prob(F-statistic) 0

AR ERBTE R L 0.01 (BER) * ARB SR KIE S 0.05 (B R) -
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Mo ERTHE ‘}ifﬁ*ﬁfﬁﬁ”ﬁﬂﬁi% R EBEANETH S FLE

g Eg oA Ldr o d I g R AT P T A R R R
A, 43 ¥ 5 ﬁ’l% fﬂ’i’”l% ”"ﬁ'uﬁgrﬁif'ﬂﬁ’!ﬁ@og'” ’;ﬁkpﬁiﬁ-ﬂﬁﬂ}%}ﬁ%’
BIREARE LA bR B e AT ﬁ_aﬁapﬁﬁﬁﬂﬁﬁ’wwﬁff
TORFTANFER L FRFF oI AF RO e R im a2 L LR

BLRRE R EC 5 IR T SR TR R R E R A
6001 BEF-KET S BFB R 5 0 0D e S H-SMR (2 e R 4
B 5 ) DBR (§ F %) RDR ({5 #E % * %)~ INDUSI (#5z
#) INDUS2 (#3A4 %) £ 001 BgE -kET 73 F B0 F « & SIZE (274
W) A 005SHF RETHEFENE

432 F|R¥#E A AE N4 (BEP)

%49 % ii&ﬁﬁi?éﬁf@é—% 2

2 8
Y, =B, + ), B;DSIZ + BSMR, + B,DBR, + SSIZE, + B RDR, + | B,INDUS  +&,

j=1 j=7

Flg e A A KA 4 (BEP)

Bk oS 1 d e t-Statistic Prob.
Bo -0.263 0.015 -17.361 Q**
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DSIZ1 -0.035 0.002 -14.326 0**
DSIZ2 0.044 0.008 5.355 0**
SMR 0.013 0.004 3.492 0.0005**
DBR -0.168 0.003 -53.055 0**
SIZE 0.056 0.002 32.579 0**
RDR -0.114 0.016 -7.026 0**
INDUSI1 -0.018 0.002 -7.435 0**
INDUS2 -0.022 0.003 -7.895 0**
R-squared 0.972138 F-statistic 4021.139**
Adjusted R-squared 0.971896 Prob(F-statistic) 0
AR M ORI E R L 001 (BE) * ApMen %«ﬁﬁ.ow(%&r

Bk JEIA 4 % (BEP)= Aot 4 3 2 )/ ,,ﬂ ' £ § 15 %(INDEX)= 2 4 4c 9% 1§ ;;;1 b
F o F ARH%DBR)= AL/ AR HACSIZE)=In(FF A 537) » L # B R % v 5

%(RDR)=F= 5 % B £ 41/3 e » o
FRAR AL ER

d 4.9 7 dvo F i s i S RGBT FEESE 1 # 3R DSIZI A
/)E‘Eéﬂ‘%‘a“/é?:}ﬁ H thdie 5-0.035 > £grd #?%ﬁ%ﬁ‘?%ﬁﬁf&ﬁiﬁ’ﬁ'gg?i
= f v 5 DSIZ2 5§ & & B i’b’i#’x Hifkdicd 2 0044 47 £ EFHBR
FRERERARG By EH s L w oo B?]P\?i,?a“*'*i SERE R
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it *
kPR PRI

T
%ﬁ%’%fﬂﬁmﬁ EUSEE R
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BAGESES 6 FRBATHAY A TEMEE N RF LR L%
G001 BFF KET S FRANTF 5 R 2 F R HCSMR (54 0% 4
B 5 ) DBR (f 5 ) SIZE (2 P 24) ~RDR (F g # B * vt 5 )~
INDUSI (‘@ 5u% ¥) INDUS2 (142 %) 7 & 001 B E KRBT S EFRE o

44 S~ txkETPa ETTT 7] (Multinomial Logistic Regression )

WEALERERFEFTEAUSPRESIR R T HEOREAF ¢
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A

e HFTEFEILTELIPERTHER FF > £1F = Pearson 4p B 124 37

4.4.1 Pearson 4p B 14 47

= & 14 (multicollinearity) » H ph REEFEG B RZSEMIHE - BB p
REHFRE R ek g S hehe AL S REBFEF (e @2
Pearson #4p B T2 s $74 4 = MR R84 U Bk

2410 5~ &R i §f #-3] Pearson 4p B {24 47 £
% ¥ CFR DBR SIZE MBR
CFR 1
DBR -0.333%* 1
SIZE 0.097%* -0.072* 1
MBR 0.047 0.102%* 0.009 1

*EARM R ORI L OOL(REAE) - * tnBenBE ¥ kS 0.05(fEE)-

ME R F%CFR)=F EM A RS § F 0 f G F%DBR=; F AH/FARE > 274
BE(SIZE)=In(F & 3.37) > %% 3% 6 Y(MBRSESET jf /5 506 5 ) i -

PEERSIHEN S 31

24107 w0 B L FIRAP N BRI B 2T 04 A ML § o R
; »—fsﬁ&ﬁﬁw-fu PR f PR 0 ¥ 2 2001 2 0.05 kg
FoRETH G ORFM B L L MATARR 0 & 001 R FRET g
BEEf e B HIEE B EME VTG PR BRI R E
L By BT 3 R A SUMAR R (L e
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T o @7 o P RT SR T 2 B

A V.S. V.S. V.S
REN BT8R M BERRTEFRE BT ARSI
= 7
ke Gl Waldi % #e Wald & (;f; Wald &
(2 %) (Prob.) (% %) (Prob.) :) (Prob.)
Bo -2.071 0.408 7.284 14.539 -9.356 6.387
(3.244)  (0523)  (1.910)  (0.000)**  (3.702)  (0.011)*
CFR -0.784 2.399 -0.070 0.259 -0.714 1.878
0.506)  (0.121)  (0.138)  (0.611)  (0.521)  (0.171)
DBR -3.888 5.006 -1.665 5.897 -2.224 1.455
(1738)  (0.025*  (0.685)  (0.015%  (1.843)  (0.228)
SIZE 0.142 0.098 -0.959 12.318 1.101 4.454
0453)  (0.754)  (0.273)  (0.000)*  (0.522)  (0.035)
INDUS1 -29.399 0.000 -0.467 1.233 -27.932 4406.322
(3486.1)  (0.993)- _0421) . (0.267)  (0.421)  (0.000)**
INDUS2 -1.793 11.032 -0.157 0.144 -1.636 6.150
(0.54)  (0.001y%* 1(0.414) - (0.705)  (0.660)  (0.013)*
CR1 23.311
2.126 2.705 -22.186 . 0.000
(8201.7
(1.293) (0.100) (0.000) () 26) (0.998)
CR2 0.455 0.168 -3.079 153.768 3.534 9.933
(1.111)  (0.682)  (0.248)  (0.000)**  (1.121)  (0.002)**
MBR 0.080 0.52 0.068 0.521 0.012 0.028
©.111)  (0.471)  (0.094)  (0.470)  (0.071)  (0.866)

* AW RTE K S 0.01 (B E)

* A bR E R L 0.05 (BFE) -

Main® v F%CFR=% ER & /mds f & f 0 F%DBR)=f R/ FARE 27 R
HO(SIZE)=In(F A SL5F) » "% 5% 504 %(MBR)=5 17 /5 %16 6 § & o
e

TR kR A HE

KRB ES Vi B PRl & 4 iod 241017 v 5 AV BB F
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B oA D A R SR AL N

-2.224 » %\»ﬁ%’é Rl A ﬁw S S ERE Y BT EASE R T T
e %ﬁﬁﬁiélmlwa’ PR B g o EE R
B I'iisﬂ'”)“»i”“?ﬁm/ﬁ\pﬂﬁ\’ PO F LA - it 0.05 B F KT W AE
FRF o R EN GBS 00120 AFFRBAE FF 0 2T RF i

FEREY PFTIERRLRTARFT R -

BAFE SR FRSEFR BRALAPHAEIPRTACVAE T RS
SR E R BT EABI R TR @ B E R ;TW%‘W;:?#FWW}E\‘
TR ST B 0 BRAEN - ¥t 001 BF L%T “b&g%;ﬂl«w #
HAFS - REL00SHFLETYRFANE « LRI 26 o ;’é%—%
B GH R LB E Y EEAPRITE T B RS B Hf ﬁ% s 5 R R

PRFXERRA R AR TR B ¢$&&%w§ ﬂg %é?v
x?’i“i&#\;ﬁ\pﬂa\m%}? %X EEag (TCRI) 57 %h'%
(CR2) ¢t — %i#ch 0.01 é:s;fi:? kT S EFRET o

4.4.3 odds ratio 2. 8% 8 B %

oddsratio H ¥ &% = % - ¥ §5 4+ mﬁg‘&xfr 2o
BEHF wa%é«ﬁ‘mLLF]+§+%~oddsratloagx ) o
‘g (CFR)~ f v+ % (DBR)~ 2 #Hffisn( SIZE ) ~ 1% if 7% i v
EEEBTFRTIRRZP "f‘ﬁzﬁ;

?\“’
;JN

% 4.12 odds ratio ¥ 8 s % 52t

Bl  FFrERRLRER BT A RS RN LI IS
V.S. V.S. V.S
REN BRI EFRT BrREFRRTEFERT BT ARSI
CFR 0.457 0.932 0.490
DBR 0.020 0.189 0.108
SIZE 1.153 0.383 3.007
MBR 1.083 1.070 1.012

Mg in R F%CFR)=§ BR & B/inds {0 f 0 F%DBR=F FRF/TARF 274
BE(SIZE)=In(F & 404F) » %% % 834 %(MBR)=% %3 /% 12k o ff & -
FALKR ¢ AR g FR

d %4127 05 mm g F (CFR)~ § 0 % (DBR)~ 2 7 40

(SIZE) ~ % % i@t (MBR) #+3 odds ratio s 58 « 13454 411 ¥ &v > § &
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FRARP AL SRS ER K2 S L FA s (Multiple
Regressmn Analysis) Sz~ & &R % 2 POy F N2 (8 0 B oo P FE g aen
it o mFe- HIFHN S A LA RS e (Multinomial Logistic Regression )
e P T AT i G“{E'%SEf PRDFETRR AP RELFIFTT

R e
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AT e G SRR AT

(Multiple Regression Analysis ) Z# = @ & F % 2 P T3 028 H @y
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