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Strategic Investments and pre-and-post IPO performance:

Evidence from Taiwan’s ICT industry

Student: Chung-Yao Cheng Advisor: Chih-Young Hung

Institute of Management of Technology
National Chiao Tung University
Abstract

The study investigates whether the style of management behaviors pre IPO affect
the firm’s performance.After that, we also examine the effect of individual strategic
investment. The sample includes 371 ICT corporations in Taiwan lised between 1987
and 2007. The data is panel data and it covers the 3 years pre-and-post IPO.

The empirical result shows that the firm’sperformance decreases after IPO; in
other words, the ICT firms have-the negative'IPO.effect. When the managers of those
companies lead the operations with diffenent belief, the company pursuing the
maximum firm’s profit will improve thedecreased performance. At the same time,
when the managers are grouped into “the pursuing-the maximum personal profit”, the
decreased performance will be worse. We could judge that the style of management
behaviors pre IPO will affect the firm’s performance after IPO.

Key word : high technology industry ~ manageable behavior ~ IPO performance ~ Panel
data
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2812 RgApM o4t 1l

ORA1 IPO(-3) IPO(-2) IPO(-1) IPO(1) IPO(2) IPO(3) SGI SIZE INSIDER DEBT AGE
ORA1  1.00
IPO(-3) -0.02 1.00
IPO(-2) 0.07 -0.17 1.00
IPO(-1) 011 -017 -017 1.00
IPO(1) -0.03 -0.17 -017 -017 1.00
IPO(2) -0.06 -0.17 -0.17 -017 -0.17 1.00
IPO(3) -0.13 -0.17 -0.17 -017 -0.17 -017 1.00
SGI 015 000 000 000 000 000 000 1.00
SIZE 002 -027 -014 -005 010 015 0.17 -0.09 1.00
INSIDER 0.08 027 017 011 -011 -0.17 -021 0.00 -0.15 1.00
DEBT -028 006 -003 -004 001 001 002 -010 018 000 1.00
AGE 001 000 000 000 000 000 000 -0.14 -005 0.05 0.04 1.00

FATRS LORAD=F E e » LT A (%) » T AT 20RA2=(§ e » +# % § * AL T A(%) » | 1 T+ % (SALEFF)=§
Eofer /R 3 A H(FR) 0 p UK % A (INSIDER)=# £ ¥ 2 I8 & #5500 5)(%) > § v+ 5 (DEBT)=3 f FIAF A (%) 2 724
(SIZE)=F A 837 (HF =) » # 2+ 7 & B (AGE)= = 7 Wi (f#)& F-a = & B (#)

TR KR AFTE ER
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ORA2 IPO(-3) IPO(-2) IPO(-1) 1IPO(1) IPO(2) IPO(3) SGI SIZE INSIDER DEBT AGE

ORA2  1.00

IPO(-3) -0.01 1.00

IPO(-2) 0.08 -0.17  1.00

IPO(-1) 012 -017 -0.17  1.00

IPO(1) -0.03 -0.17 -017 -0.17 1.00

IPO(2) -007 -017 -017 -017 -017 1.00

IPO(3) -0.14 -017 -017 -017 -017 -0.17 1.00

SGI 023 000 000 000 000 000 000 1.00

SIZE  -003 -027 -014 -005 010 015 017 -0.09 1.00

INSIDER 011 027 017 011 -011 -0.17 -021 0.00 -0.15 1.00

DEBT -047 006 -003 -004 001 001 002 -010 018 000  1.00
AGE -0.03 000 000 000 000 000 000 -0.14 -0.05 005 0.4 1.00

7 AT 3 LORAL=# 38 f » [T A (%) > & F 3 2(0RA2)=(§ 8 e » +F7 5 § * AT A (%) > | 1 F 3 (SALEFF)=34
E e r R 3 A de(H A) 0 pRRH % 4 (INSIDER)=% 5 ¥ 2 (§ 30 & #9000 5(%) » § i+ F(DEBT)=4 f R/ T A (%) 2 & 48
SIZE)=F A B3p(F~)> 2R+ #R(ACGE)= 2P+ 3 ()& R-+ > & R(£)
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SALEFF IPO(-3) IPO(-2) IPO(-1) IPO(1) IPO(2) IPO(3) SGI SIZE INSIDER DEBT AGE

SALEFF  1.00

IPO(-3) -0.09  1.00

IPO(-2) -0.04 -0.17 1.00

IPO(-1) -0.02 -017 -0.17 1.00

IPO(1) 003 -017 -017 -017 1.00

IPO(2) 006 -0.17 -0.17 -0.17 -0.17 1.00

IPOB) 006 -0.17 -017 -017 -017 -0.17 1.00

SGl -0.02 000 000 000 000 000 000 1.00

SIZE 022 -027 -014 -005 010 0.5 0.17 -0.09 1.00

INSIDER -0.11 027 017 011 -011 -017 -021 0.00 -0.15 1.00

DEBT 024 006 -003 -004 001 001 002 -010 018 000 1.00
AGE  -005 000 000 000 000 000 000 -0.14 -0.05 005 004 1.00
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SIZE=F A RF(F~) > ¥ 213 & R(AGE)= &7 1 7 (i) » &8 (&)
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md A g;:wﬁag RS R FR o p %gxﬁvp @ % 1.000 »x%k 2 BEF
AT AEE ) RETEPY (orthogonallty) i% i Durbin-Watson & @_> % BF
HHA O D-W B ad BT 2 N @2 u Rl o 273 R L - FFp A4
%’zﬁﬂﬁpﬁisﬂwwﬁa,%iﬁaﬁﬁ%@%ﬁmuﬁﬁ R i
- KALBE N P RARE B BT R AP R R A R A A
Bk ATt il 5 T S F M7 i (Best Linear Unbiased Estimator, BLUE )
ZEESE AR RN ES - ST

421 #A-9#EES

48



mv?-

FHOFTNTFAERP & IPOw (&g scdk R AT T PLTEE p Y
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iz ERERT R _Eﬁz}‘i*:m%\ﬁlF;K BFFRIFOM L 0 IR %2 Jainand
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&

B EGaRts AT HEY B Pl p S kg TRl KA 159
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o s EAY Jihi R ﬁ“@% SE R EF R o e AR k2
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Adjusted R-squared 0.4539 0.4714 0.8630
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