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Capital Market Reaction to the Public Corporation Governance

Certification

Student Chen, Yung-Chuan Advisddr. Gwo-Wen Shieh
Dr. Hui-Min Chung
Graduate Institute of Management Science

National Chiao Tung University

ABSTRACT

In recent years most researches on corporate governance issues have
focused on the company’s operating performance, profitability and agency
problem. And fewer researches directly have focused on the capital market
reaction to the public corporate governance certification. This research study
the companies which passed the corporate governance certification had better

profitability and performance in Taiwan capital market.

The empirical results of this paper indicate that the companies
completed certification had significant cumulative abnormal returns in five
days before and after the event day. The regression analysis and t test also
found the better reaction to the companies which improved their corporate
governance continuely. In the operating performance and capital market
reaction, certified companies had better performance than non-certified
companies in paired t test and regression analysis. In addition, this research
also found certified companies had the superior strength of different financial
variables to non-certified companies before certification, and they possessed

the strenghth even after certification.
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R
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EPS () -0.73 1.0749 1.3219 -0.2470 45 45
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L WS PR EREST AT AT LA RLL e

FrRALD RUEBEALF Fyoandi  Friia Aot A
5 tsa g
T T rEF=F4 2P ik 2P ik

Tobin's Q 426 1.1368 0.6438 0.4930 45 45
P/B Ratio (t)  4.04 2.4432 1.4734 0.9698 45 45
ROA (%) 3.43 4.4493 2.7683 1.6810 45 45
ROE (%) 2.06  * 45816 2.6023 1.9793 45 45
EPS () 3.89  * 1.1288 0.4484 0.6804 45 45
EEpE (%) -0.39 31.1134 36.7651 -5.6517 45 45
AL (%) 017 0.00400 0.00387 0.00012 45 45
Ly EE

1.41 0.2484 0.1613 0.0871 45 45
(%)
T (%) 0.49 236.7 223.0 13.6150 45 45
P/E Ratio &)  -1.50 17.6828 23.2750 -5.5922 45 45
E AR K
’ ” 0.72 31.8312 29.8802 1.9509 45 45
(%)
NPT

0.78 2.5588 2.1116 0.4472 45 45
FLF (%)
R & I

0.34 0.1295 0.1003 0.0293 45 45
FILF (%)
* B RO 1

-0.40 0.9194 1.2434 -0.3240 45 45
FILF (%)
NIC 1T

T 288  wm 14.8495 18.1488 -3.2992 45 45

(%)

Moo v il & p-value<0.01 ** £ £ p-value<0.05 * i+ £ p-value<0.1-
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Zot- BT ERNELNA E LRI L P T

FiHEALD REEALS FTHREE i e $HE A
5 tse g
T iE TEE L F 4 AN F S NG E S

Tobin's Q 422  wx 1.3534 0.6402 0.7132 45 45
P/B Ratio (t)  3.87 3.0654 1.5857 1.4797 45 45
ROA (%) 3.49 5.5686 3.0587 2.5099 45 45
ROE (%) 256  ** 5.5390 3.0441 2.4949 45 45
EPS () 325 % 1.3782 0.5249 0.8533 45 45
EdEpE (%) 1.81 * 20.0469 1.7293 18.3176 45 45
Bd ML (%) -0.20 0.00391 0.00411 -0.000199 45 45
Ly EE

1.59 0.2857 0.1592 0.1266 45 45
(%)
T (%) 0.24 253.9 245.2 8.6626 45 45
P/E Ratio &)  -1.14 14.4892 18.5678 -4.0786 45 45
E AR K
’ ” 0.32 32.7692 31.5875 1.1817 45 45
(%)
NPT

0.88 2.8014 2.1603 0.6411 45 45
FLF (%)
R & I

0.14 0.1400 0.1597 -0.0197 45 45
FF (%)
* B RO 1

0.10 1.2026 1.1000 0.1026 45 45
FILF (%)
NIC 1T

T 324 wm 13.8060 18.3359 -4.5299 45 45

(%)

Moo v il & p-value<0.01 ** £ £ p-value<0.05 * i+ £ p-value<0.1-
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L2 HESPISERFELES ELRL R DR T

% g FABARP EREALD Eiapst PiEi fe 5 ~
B T T
T TEE TP AT L o7 Bk ARSI
Tobin’s Q 263 1.0637 0.6595 0.4042 45 45
P/B Ratio () 298 1.9612 1.3386 0.6226 45 45
ROA (%) 243 ** 3.8223 2.4108 1.4115 45 45
ROE (%) 236 ** 3.8721 2.0374 1.8347 45 45
EPS &) 294 1.0058 0.3504 0.6554 45 45
EFMF (%) -1.58 45.9881 86.8745 -40.8864 45 45
P £ (%) 0.15 0.00372 0.00359 0.00013 45 45
*REWE
(%) 0.81 0.2370 0.1673 0.0697 45 45
0
FHEF (%) 1.29 247.5 196.3 51.2874 45 45
P/E Ratio ¢) -1.76 * 19.5088 30.1020 -10.5932 45 45
B A gL
(%) 0.95 30.6850 27.4330 -3.2520 45 45
0

LESEA S
o ﬁ]‘?f\)f# 0.45 2.3802 2.0134 0.3668 45 45
<+ x5 0
sF E3] & B
o ﬁ]‘?f\)f# 1.70 * 0.0985 0.0202 0.0783 45 45
<+ x5 0
* B F S
o lgj;f# 1.00 0.4150 1.4662 -1.0512 45 45
<+ x5 0
RS E= 2

1.43 15.3160 17.6958 -2.3798 45 45

(%)

Moo v il & p-value<0.01 ** £ £ p-value<0.05 * i+ £ p-value<0.1-
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=+ - 2@ 2k =2 4 5 2 &2 =5 3
Lz REVAE 2 ETF AR

Panel A
i 5% #ic Tobin’s Q P/B ratio ROA ROE EPS

% ¥ t st g % #c t st g % ¥ t st % #c t st % #c t 5§
BB 1.09298 3.25*** 1.64834 2.14** 7.45040 5.22%** 7.06293 3.53*** 1.28531 2.37**
G 0.64929 3.96*** 1.41458 3.78*** 2.25794 3.25*** 2.33706 2.40** 0.79741 3.03***
Age -0.02151-1.93* -0.05629-2.21** -0.10734 -2.27** -0.10779 -1.62 -0.02610 -1.45
CuUr 0.000464231.23 0.001711.99** -0.00189 -1.18 -0.00246 -1.10 -0.00004092 -0.07
LAr -0.00754-1.20 0.010720.75 -0.06289 -2.37** -0.04512 -1.21 -0.00976 -0.97
N 119 119 119 119 119
Adj-R? 0.1916 0.1564 0.1608 0.0613 0.0848
Root MSE 0.87481 1.99811 3.70705 5.19753 1.40734

3L O (L 4 p-value<0.0L ** % 4 p-value<0.05 * % 4 p-value<0.l° G 5 # £ 2 7 ipRRFEN L PH  Age 5 2R E @ CUr 5inds i & 5 LAr

v

R R F G NS Ad AR E A RS ik o d

g

R > i f

|

R E DR AT A LR A ERY W‘J% Tk F L% 2000 F LR E -



Panel B

i 5 4 SE N RpA SRS ¥ g

e tad i t st g % fic tr g Gk tat g e tard
#E 2.819810.13 0.001280.67 0.33553 2.14** 303.02492 4.19%* 9.68714 1.31
G 18.90524 1.84* 0.000006120.01 0.12703 1.66* 6.28147 0.18 -3.88848 -1.08
Age -0.78570-1.12 0.000314265.00*** -0.01982 -3.81**  -7.32647 -3.06*** -0.09599 -0.39
CUr 0.004880.21 -0.000003661.73* 0.00006722 0.38 0.06834 0.84 0.01335 1.61
LAr 0.33299 0.85 -0.000040421.15 0.00426 1.46 1.37284 1.02 0.19768 1.43
N 119 119 119 119 119
Adj-R? 0.0078 0.1783 0.1057 0.0509 0.0039
Root MSE 54.89557 0.00492 0.40768 187.78092 19.23910

HHEL LYY & p-value<0.0L ** it £ p-value<0.05 * % p-value<0.1le G 3 7 R 2 P ipERNF DL EFHE Age 5 F 2R E® CUr it 55 LAr

E

AR NG R A AR S 2 Wil o o IR R R R AT B LB TR IR A E A 20000 L SRR E o
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Panel C

i % ¥ ZREEE ARERBEFRT  VRERBEILT  ARSABEERT  UmdEnd
il tatg % i st g % i t st g e taIg % i tat g
# 5 47.80616 6.59*** 3.84507 2.59** 0.71426  2.40** 2.32490 1.07 12.51698 4.57**
G 0.67991 0.19 0.62565 0.87 -0.05411 -0.37 -0.24921-0.24 -3.88368 -2.91%**
Age -1.01442-4.21 %+ -0.12391 -2.51** -0.01256 -1.27 -0.06661-0.93 0.17421 1.91*
CUr -0.00136-0.17 -0.00026964 -0.16  -0.00022376 -0.67 0.00363 1.50 -0.00196 -0.64
LAr 0.03903 0.29 0.01516 0.55 -0.00861 -1.55 -0.03973-0.99 0.11102 2.17**
N 119 119 119 119 119
Adj-R? 0.1071 0.0260 0.0091 0.0394 0.1694
Root MSE 18.86225 3.85961 0.77348 5.62639 7.12459

HHEL LYY & p-value<0.0L ** it £ p-value<0.05 * % p-value<0.1le G 3 7 R 2 P ipERNF DL EFHE Age 5 F 2R E® CUr it 55 LAr

N % 4% ~ 85 Adj-R® 5 2 B 15 2 @ fadic o o 030 (> dic

E

TR E S AT R A iE AR
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Ate DB ELRFAWNT RS

Panel A
i 5% #ic Tobin’s Q P/B ratio ROA ROE EPS

% ¥ t st g % #c t st g % ¥ t st % #c t st % #c t 5§
BB 1.12894 3.78*** 1.45774 3.45*** 3.15901 2.79*** 1.44956 0.95 0.33322 0.75
G 0.44766 2.93*** 0.63244 2.93*** 1.63555 2.83*** 2.21281 2.83*** 0.74645 3.29***
Age 0.00898 0.85 0.002760.19 0.06093 1.53 0.10672 1.98* 0.02557 1.64
CuUr -0.000402521.30 0.000105280.24 -0.00057842 -0.49 -0.00241 -1.52 -0.00045315 -0.98
LAr -0.01690-3.09*** -0.00684-0.89 -0.05647 -2.73*** -0.02023 -0.72 -0.01033 -1.27
N 102 102 102 102 102
Adj-R? 0.1140 0.0574 0.1018 0.0762 0.0793
Root MSE 0.75232 1.06227 2.84473 3.85332 1.11848

SRR 4 pvalue<0.0L % % p-value<0.05 *# £ p-value<0.l G  § &l i 2 P s R Age B ¥ 2 I E 1 CUr Zindot 51 LAY

v

SRt N AR Ad APRT D3 B K Rt o o ¥

g

R > i f

|

AR I FRET ] G L B ATEARY BT R 40 2000} R G -



Panel B

LA S AR FdgA FEE iR R

S e t st g % Hic t st g % - S t st g S e t st g % - S t st g
B JE 68.869191.32 0.001450.84 0.19844 1.16 305.99446 4.04*** 43.71656 3.58***
G -36.26068-1.36 0.000415570.47 0.03105 0.36 22.91287 0.59 -11.27085 -1.81*
Age 1.303260.71 0.000096091.59 -0.01113 -1.85* -8.68587 -3.26*** -0.31299 -0.73
CUr -0.04417-0.82 6.38183E-90.00 0.00015346 0.87 0.09577 1.22 -0.00996 -0.79
LAr 0.27557 0.29 0.000012140.39 0.00418 1.34 0.66426 0.48 -0.15361 -0.69
N 102 102 102 102 102
Adj-R2 0.0061 -0.0073 0.0122 0.0976 0.0046
Root MSE 131.58736 0.00432 0.43043 190.66098 30.70716
SEL DR (%4 p-value<0.0L ** % 4 p-value<0.05 * % 4 p-value<0.le G i F £ 2 P s e Age 2 2B E® CUr i it %5 LAr

N % 4% ~ 85 Adj-R® 5 2 B 15 2 @ fadic o o 030 (> dic

E

TR E S AT R A iE AR
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Panel C

i % ¥ ZREEE ARERBEFRT  VRERBEILT  ARSABEERT  UmdEnd
il tatg % i st g % i t st g e taIg % i tat g
# 5 38.67011 5.68*** 7.20114 4.60%* 0.15184 1.64 3.92632 1.88* 20.09731 6.11%*
G 1.63184 0.47 0.05061 0.06 0.06456 1.37 -1.22522-1.15 -2.08392 -1.24
Age -0.55792-2.33** -0.13427 -2.44* -0.00504 -1.55 -0.06334-0.86 0.04558 0.39
CUr -0.00366-0.52 -0.00320 -1.97*  -0.0000649 -0.68 0.00038106 0.18 -0.00771 -2.26*
LAr 0.00912 0.07 -0.05566 -1.94*  -0.0005775 -0.34 -0.04725-1.24 -0.02478 -0.41
N 102 102 102 102 102
Adj-R? 0.0255 0.0822 0.0184 0.0093 0.0406
Root MSE 17.13550 3.94275 0.23269 5.25868 8.27481

HHEL LYY & p-value<0.0L ** it £ p-value<0.05 * % p-value<0.1le G 3 7 R 2 P ipERNF DL EFHE Age 5 F 2R E® CUr it 55 LAr

N % 4% ~ 85 Adj-R® 5 2 B 15 2 @ fadic o o 030 (> dic

E

TR E S AT R A iE AR
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