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The Effect of Declaration of Litigations and Litigation Judgments on the

Performance of Listed Companies in Taiwan

Student : Ooi Kheng Wah Advisor : Dr. Jane--Raung Lin

Graduate Institute of Finance
National Chiao Tung University

Abstract

We utilize MOPS (Market Observation Post System) to collect the total of 540 litigation
sample from 2001 to 2010, and use the event study methodology to examine the firm
performance. The major findings of this study/areras,follows :

(1) The abnormal returns are significantly negativeaupon.the declaration of litigation,
regardless of plaintiff company-or defendant.company.

(2) Asignificant positive abnormal returns appears when a favorable verdict declares; a
negative abnormal returns appears, when an unfavorable verdict declares.

(3) The losses in the litigation are greater:than the benefits in the final verdict for firms
involved in the litigation.

(4) The impact of foreign litigation does not necessarily greater than native litigation

(5) The impact of different types of litigation on abnormal returns vary, with the greater for
the declaration of criminal litigation and the smaller for the declaration of administrative
litigation.

(6) With greater amount of litigation, defendant company has negative abnormal returns and
the plaintiff company has positive abnormal returns on the declaration day; with smaller
amount of litigation, the plaintiff company has negative abnormal returns and the
defendant company is insignificant.

(7) The impact of declaration of litigations will be different in industries.

Keywords : Litigations ; Verdict ; Plaintiff ; Defendant ; Abnormal returns ; Event study
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A -FRZLPFARRI AL L - X2 BFFPFORMHE T EF (W)

J 3R P (81)

T AR t AR CAR t CAR

-5 -0.6308 -2.3458 *** -0.6308 -2.345%%*
-4 0.0895 0.3327 -0.5413 -1.4231*
-3 -0.0326 -0.1211 -0.5739 -1.2317
-2 -0.3728 -1.3863 * -0.9467 -1.7598**
-1 0.1602 0.5959 -0.7865 -1.3077*
0 -0.2098 -0.7801 -0.9962 -1.5122%
1 0.2215 0.8226 -0.7747 -1.0886

2 -0.4855 -1.8044 ** -1.2602 -1.6563**
3 -0.1421 -0.5276 -1.4023 -1.7375%*
4 -0.1871 -0.6939 -1.5894 -1.8678**
5 0.2413 0.8971 -1.3480 -1.5105*

w5 p (170)

T AR t AR CAR t CAR

-5 -0.0607 -0.2958 -0.0607 -0.2958

-4 -0.3325 -1.6280 * -0.3932 -1.3581*
-3 0.0771 0.3771 -0.3160 -0.8917

-2 -0.1599 -0.7813 -0.4759 -1.1628

-1 0.1749 0.8555 -0.3010 -0.6579

0 -0.4785 -2.3405 *** -0.7794 -1.5555%

1 -0.7400 -3.6201 *** -1.5194 -2.8076%**
2 -0.5448 -2.6636 *** -2.0641 -3.5679%**
3 0.1135 0.5552 -1.9506 -3.1791%%*
4 0.3352 1.6388 * -1.6155 -2.4977***
5 0.0089 0.0436 -1.6066 -2.3685%**

WT47F 68 ARSEXEFHFMS  CAR L AHEF#HMF » ARt CAR 28/ % AR th
frCAR tht & » AP T 3 F R bk
(@ *® A BFKES 010 **RAHFKES 005, ** % L HFKEF 001
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A5 HRALPF AR REAIRT A2 BFFMFIIHREAFMF ()

4 41 % % (108)

T4 (27) A2 (81)
T AR t AR CAR t CAR AR  t AR CAR t CAR
2 03711 08515 03711 08515 | -0.3722 -1.1674  -0.3722 -1.1674
-1 00291  0.0669 04003 0.6496 | -0.1913 -0.6012  -0.5635 -1.2510
0 -0.4376 -1.0037 -0.0373  -0.0494 03912 12296  -0.1723 -0.3124
1 13992 32107*** 13618 1.5624*| 04825 15141* 03102 0.4870
2 -0.2532 -0.5797 11086  1.1371 0.2710  0.8498 05813  0.8160

7 4] % % (100)

fa 2 (57) ik 2 (43)
T AR t AR CAR tCAR| AR  tAR CAR  tCAR
2 -0.0949  -0.2847  -0.0949 -0.2847 | -0.1073  -0.2895  -0.1073  -0.2895
1 02047  0.6143 0.1098 0.2329 | -0.3054 -0.8228  -0.4127  -0.7868

0 0.3351 1.0028 0.4449  0.77 -0.6764  -1.8194 ** -1.0891 -1.6940 **
1 -0.2525 -0.7579 0.1924 0.2885 | -1.1698  -3.1529 *** -2.2590 -3.0432 ***
2 0.0171 0.0513 0.2095 0.281 | -0.4610 -1.2404 -2.7200 -3.2766 ***

fri#(59)
2 (17) i 4 (42)

T AR  tAR CAR  tCAR AR t AR CAR t CAR
-2-0.0081 -0.0127  -0.0081  -0.0127 |-0.8297  -2.0052 ***-0.8297  -2.0051 ***
-1-1.0481 -1.6420* -1.0563  -1.1689 |0.1956  0.4762  -0.6342  -1.0877

0 05066 0.7936  -0.5496  -0.4968 |0.1722 04182  -0.4620  -0.6473
1-0.2343 -0.3658  -0.7839  -0.6132 |0.3410 08290  -0.1210  -0.1469
2-0.4412 06896 -1.2252  -0.857 |0.0606  0.1476  -0.0604  -0.0657

MT27%eH &> ARSFXBFHMSF > CAR 2 AHE ¥ 4% >t ARt CAR A 45 AR
feCAR et & » v % 5 F Rk
Q) *SABEFKES 01> **HABF-RES 005> ***“ A FF-KE S 001
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BEgRE AL p A FA 4 n0.485% M A AR E el BORARAN S o 3 IR % 2
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A E daprm e 2§ P 0 AP DBV WPFHFL F(L21%) > FiE LD
FE G 1A P T K2 BF D B Y Rp(0.2%) -
IR Y A PRBI AR RADY S X §F HF N B F WP F(-15%)
B FRARR R RACEOfRE 2 P A OB R ¥ AR -
g Hiw 20p f X SR kR R T o TR A P R A K
A G AR BT A AR RS LR R A 0 FIt A g 2 PR
PELF A BFEP S A g 2 TEAIE S D BT -
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26-HmPpictlip 2 0S8 X 2B ¥ F (W)

3 1) ©(15)

FEER P H]A-p
T AR t AR AR t AR
-2 0.2853 0.4191 -0.5933  -1.0052
-1 0.3970 0.5899 -0.0717  -0.1217
-1.1391  -1.6887**  0.4854  0.8218
1 -0.1243  -0.1840 04625  0.7832

-0.0398 -0.0589 0.2537 0.4302

7 123 2 (24)

FFER B HA-p
T AR t AR AR t AR
-2 0.4941 0.726 -0.4378  -0.6793
-1 -0.6458  -0.9507 -0.1567  -0.2431

-1.2135 -1.7876 ***  0.2021 0.3128
0.1890 0.2785 0.7893 1.2139
0.6016 0.8863 0.7213 1.1189

fof# ¥ 2 (22)
FFER P H) - p

T AR t AR AR t AR
-2 0.7406 1.3739*  -0.39172  -0.6966
-1 0.0544 0.1014 067189  1.2136

0.1131 02117  -0.63793  -1.1443

0.1681 0.3124 0.28757  0.5181

15162  -2.8365*** 0.36568  0.6600

MT27FEH A ARZEFXEVEHEIF > tARZARDIBI FERPEFLIFEHEIEK
(Q*N A BEE-RES 01> **NABFF-KES 005> ***N A BFF-kBE S 001
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21~ AFRIARAFRELPF I fonea T R8T T2 R FEPF (%)

2 as
PR

TR E (29) B E 2 (52)

T AR t AR AR t AR

2 -0.8478 2.0679**  -0.3262 -0.9421

-1 0.4183 1.0206 -0.0178 -0.0515
0.5687 1.3867 * -0.5442 -1.5722 *

-0.0726 -0.1770 0.3097 0.8935
-0.7812 -1.9070 ***  -0.4689 -1.3532 *

PR PR

b R 2(34) * WP E 2 (131)

T AR t AR AR t AR

-2 0.2542 0.6337 -0.1548 -0.6526

-1 0.0924 0.2307 0.0590 0.2491
-0.6362 -1.5885* -0.5274 -2.2278 **
-0.4934 -1.2305 -0.9192 -3.8770 ***
-0.4538 -1.1312 -0.5881 -2.4814 ***

MT27FEPIHE ARLEIEFHPF O LARLTARMGI BT ' AP EF LT HE*&
Q* A2 BF-LEZ 01 ** N ABFRFS005-2>XW L Bg F-LE L 001

27



LR E UL B P

d Bl REEAPITRLHIRL TS RL DT F R PGP 5 RN
T LB E R R NP S T AE LR H AT TR AT
HFrRaRALT §FPHENLE -

2B EAPT GRS AEHFRNEFEONFTEDRAEMIEFLL @
FRFe HWEAEF R R e R f RV EPSI eI RF oA Y AT
PUER O AEFEFENT L P OEA MR FAL BAFPS R Y2 0]

ARV S { EaE7]-245%2 5 > AZiEH s AR A R R -

]
A RATVRARLAEFRORLF R - R LA PP R AR m AT
FLELRDBI Dok 2 AR TR 0 9F L SRR S 2P T

3
RARGRELPYERL R DGR - o fARRDR FILF R TR ES S
IS BT S PREIF R E e A A ¥ R S LG BT
&R Y E R g X P A e B S SN T AR AT KTV ERE )
FEPF AP A B AT A KT R e e

PR AT AR AR PR T RN SR T I EEY ol A ekt ik

‘gﬁt
=

Lok ARARELER LR L S 27 DERGRR - B R T &
FROPDYFLA AL 2 PP TN - BT A0 P 6 RERGFR T T §

B s A ehE 0 3G AT e LD PR kPR A TR o

%m
14
N
=
@

BRERED T R FRGUGE R FEPE G L AT R T WP

BbA @ FRER ST 4B TR .

B

28



28 LABFREUFRD EF Ao 23 X X T X ehB ¥ HF F (%)

A E PRI P (88 %)
T AR t AR CAR t CAR
-2 -0.0166 -0.0608 -0.0166  -0.0608
-1 0.4712 1.7212 ** 0.4546 1.1744
-0.4660 -1.7030 ** -0.0114 -0.0241
1 -0.2170 -0.7930 -0.2285 -0.4174
-0.4315 -1.5773* -0.6600 -1.0786

2|3 33 (73 =

T AR t AR CAR t CAR

-2 0.0843 0.2607 0.0843  0.2607

-1 -0.3720  -1.1524 -0.2877  -0.6299
-0.4013  -1.2427 -0.6890  -1.2316

-1.1371 -3.5207 ***  -1.8261  -2.8270 ***
-0.9082 -2.8102 ***  -2.7343  -3.7856 ***

AR i1 )

T AR t AR CAR t CAR
-2 -0.3168  -1.0451 -0.3168  -1.0451
-1 0.2958  0.9779 -0.0210  -0.0491
-0.3172  -1.0484 -0.3382  -0.6451
-0.1596  -0.5262 -0.4978  -0.8219
-0.2227  -0.7366 -0.7205  -1.0643

7 e (9 %)

T AR t AR CAR t CAR
-2 -0.8072  -0.9400 -0.8072  -0.9400
-1 09747  1.1380 0.1675  0.1381
0 -1.0577  -1.2350 -0.8902  -0.5996
1 09376  1.0903 0.0474  0.0276

2 0.2856 0.3327 03329 0.1735
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H (17 &)

T AR t AR CAR t CAR

-2 -0.5575  -0.8042 -0.5575  -0.8042

-1 -0.6467  -0.9330 12042 -1.2284
-0.1780  -0.2563 13822 -1.1505

1 -0.4762  -0.6876 -1.8584  -1.3401 *
-0.5142  -0.7400 23726 -1.5296 *

DT273¢H & ARGZFXBFFMF - CARGZIFEFFMF >t ARYrt CAR £ 55 AR eh
frCAR it P T 5 ¥ R adk
(2 *FABEFKES 0.1 R ABFKES 005> ** % £ HFKES 001
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2927 2RBHBEE AL F IS X B FEPF (%)

- L R £(19) - A2 (24)
T AR t AR AR t AR
-2 -0.0540 -0.0877 0.2851 0.3433
-1 0.0528 0.0859 -0.1532 -0.1777
0 -0.1972 -0.3212 -0.4128 -0.4688
1 1.2932 2.0992 ** -0.5638 -0.5863
2 0.6507 1.0578 -1.3320 -1.5999 *

- gt - T REAQY) - FFd - T RE(9)
T AR t AR AR t AR
-2 -1.8834 -2.91587 *** -0.26545 -0.43035
-1 0.30747 0.47755 -0.18082 -0.29218
0 -0.83463 -1.29451 * -0.84692 -1.37175 *
1 -0.03749 -0.05819 -0.57289 -0.92714
2 -0.31817 -0.49228 -0.15436 -0.25025

- g R4 (5) - Fa T (12)

T AR t AR AR t AR
-2 -0.8444 -0.7471 -0.1292 -0.2121
-1 -0.6198 -0.5506 -0.2950 -0.4843
0 -3.3128 -2.9309 *** -0.0041 -0.0067
1 0.1259 0.1118 0.8918 1.4591 *
2 -0.3998 -0.3549 0.1317 0.2167

MT27FEHIHE ARZFIBVEIFF > t ARZARFIRT AP EFZFEHKIK
(Q*H“ABEE-REL 01 **N A BFEF-KBE S 005> ***% £ JgF-kE 3 0.01
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457 (28)

T AR t AR CAR t CAR

-2 0.3015 0.6193 03015  0.6193

-1 -0.3074  -0.6308 -0.0059  -0.0086
-0.6910  -1.4191*  -0.6969  -0.8262
-0.2666  -0.5468 -0.9636  -0.9889

-1.1578 -2.3767 ***  -21215  -1.9474 **

& e %% $(19)

T AR t AR CAR t CAR

-2 -0.7829  -1.4764*  -0.7829 -1.4764*

-1 -0.0693  -0.1300 -0.8523  -1.1331
-0.1561  -0.2943 -1.0085  -1.0956
-0.3726  -0.7023 13811  -1.2999 *

-0.9703 -1.8285**  -2.3515  -1.9800 **

w1 1(30)

T AR t AR CAR  t CAR
-2 0.8864 2.0768 *** 0.8864  2.0768 **
-1 0.1334 0.3127 1.0198  1.6902 **
0 -0.0764  -0.1790 09434  1.2767
0.4462 1.0445 13896  1.6281*

-1.0586 -2.4822 ***  0.3311 0.3469

Fa 4 #1(23)
T AR t AR CAR  t CAR
-2 -0.0446  -0.0796 -0.0446  -0.0796
-1 -0.1909  -0.3433 -0.2355  -0.2984
0 0.1354 0.2433 -0.1001  -0.1037

-1.8664 -3.3620 ***  -1.9665  -1.7654 **
0.0671 0.1203 -1.8994  -1.5249*

N -
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T+ A& %(40)

T AR t AR CAR  t CAR
-2 0.0580 0.1359 0.0580  0.1359
-1 0.5346 1.2539 05925  0.9826
-0.6317  -1.4826*  -0.0392 -0.0530
-0.3880  -0.9098 -0.4271  -0.5009

-0.7644 -1.7922**  -1.1915 -1.2498

% 31 % (25)

T AR t AR CAR t CAR

-2 0.1065 0.1569 0.1065  0.1569

-1 0.2572 0.3786 0.3637  0.3787

0 -1.5797  -2.3252**  -1.2160 -1.0336
0.1446 0.2121 -1.0714  -0.7880
-0.3373  -0.4964 -1.4087  -0.9268

L3 48 (35)

T AR t AR CAR t CAR

-2 -0.6072  -1.5005 * -0.6072  -1.5005*

-1 -0.0765  -0.1891 -0.6837  -1.1947

0 0.1664 0.4111 -0.5173  -0.7379
-0.7748  -1.9090 **  -1.2921  -1.5951*
-0.2512  -0.6204 -1.5434  -1.7042 **

H i (48)

T AR t AR CAR t CAR

-2 -0.3704  -1.0599 -0.3704  -1.0599

-1 0.4524 1.2928 * 0.0820 0.1657

0 0.0059 0.0167 0.0878 0.1448
-1.0601  -3.0320*** -0.9723  -1.3887 *
-0.1012  -0.2888 -1.0735  -1.3711*

WT47F 68 ARSEXEFHFMS  CAR L AHE¥HMF » ARt CAR 28/ % AR th
frCAR tht & » AP T 3 ¥R ok
(S ABFF KBS 010 * *RARF KRS 005 * % AHFKF 3 001
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REFHZRP REFHERP FidREk

2001 8 2 10
2002 8 11 19
2003 9 13 22
2004 3 12 15
2005 9 11 20
2006 8 25 33
2007 8 35 43
2008 7 20 27
2009 10 22 32
2010 11 19 30

81 170 251
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(=) & % 24 (Acquittal) : 7| F 732 = F - ER T B HEP AL P % 53
F s 22 A

(=) * 4= e~ (Non-prosecutorial disposition) @ 2] 552502 F a3 A2 3f e 7 4 5 9 4

(z) #

(7)

P AL B AP E R AR AR A AT R o BT R FIE L A &
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