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The Impact of Corporate Governance of
Taiwan Depositary Receipts on their

Discount or Premium

Chien-Hui Hung, Shu-Lin Lin

Abstract

This study based on the asymmetric information and signaling theory and takes the
Taiwan listed company issued Taiwan depository receipts (TDR) from 2002 to the end of
2010 as material, explores the influence of corporate governance on TDR’s discount or
premium, and further studies the bad explosion of relevant information and if there will be
an influence on TDR’s discount or premium by improving corporate governance. The
results show that independent directors are positive with the discount, as independent
directors can more effectively monitor based on their professional role. The underwriter
reputation affects the investor's willingness to invest, a significantly positively with the
premium and signaling the value of the company to reduce information asymmetry. The
board size and founder duality manager are found to be significant positively related to
TDR premium, and the control director is significant negative relationship with TDR
premium. A dual-listed company, based on protecting investors rights, TDR must shut
transaction mechanism synchronized and the important messages also need to expose at the
same time. Above results provide future research and regulator to TDR relevant
management and improve investors a fair and competitive capital market.

Keywords: corporate governance, Taiwan depositary receipts (TDR), information
asymmetry, signal theory.
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94 BPER E+1 1 RBE-O"F=H
%1 BABBAULSE R

YL (A% TR BEE  mME  RAH
PDI1 24 41.647 99.763 -15.470 504.320
PD3 24 46.373 99.502 -15.470 495.097
BN 24 8.460 2.206 6.000 15.000
IND 24 0.398 0.078 0.273 0.571
CBOARD 24 0.350 0.176 0.100 0.667
PROFES 24 0.331 0.085 0.300 0.500
MH 24 0.180 0.186 0.000 0.646
CONCURE 24 0.333 0.481 0.000 1.000
AUD 24 0.708 0.464 0.000 1.000
UND 24 0.875 0.337 0.000 1.000
LEV 24 0.340 0.165 0.021 0.660
FIRM 24 0.583 0.503 0.000 1.000

BELH (AR TR EeEE  mME  RcH
PD2 19 48.293 112.651 -19.275 504.320
BN 19 8.260 2.230 6.000 15.000
IND 19 0.392 0.078 0.273 0.571
CBOARD 19 0.356 0.184 0.100 0.667
PROFES 19 0.343 0.087 0.290 0.500
MH 19 0.185 0.179 0.000 0.646
CONCURE 19 0.315 0.477 0.000 1.000
AUD 19 0.736 0.452 0.000 1.000
UND 19 0.894 0.315 0.000 1.000
LEV 19 0.326 0.172 0.021 0.660
FIRM 19 0.526 0.512 0.000 1.000
B

WEfE RS s PDI:TDR LiiH &

R E  BNiiSE FE e AR - IND: DA LAl —FRIVEILESE N\ BB EEA
8 - CBOARD: DI EiAl—FRAEHIBHEERE M ERH R LR -
PROFES: DL LAl —F@ILEF A A G HelARER/ 2ERE

PD3:TDR EiiH &&= 8EH -

—5%5H - PD2:TDR i H EFRB RS EH -
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Ko MH: DLEMTRI—FAE Z 2R 88 AR R EEY A SRS T IEE

{31 - CONCURE:[E#EE2 %, - ¥ AL R 1> BHIK 0 -
Vel © AUDRESEEE UK HRTE BTS2 f 1> &K 0 - UND:AKIE IPO

BT SR A EIN LIRS » B T L i 2R R K 5

A R R PR AER B R » KIRAT— 4 F EUR B R R P 2 e Re K

PP AE RS ZE T > AIRD AR TR B R B 1> BRIK0 -

LEV:_Figl—54 2 & E48EE & YIS - FIRM:E ST A E BER

Ehy 1l BRIE 0 -

22 HEEAERME T

BN IND CBOARD PROFES MH CONCURE AUD UND LEV FIRM
PDI1 -0.223 -0.171 -0.205 0.021 -0.182 0.321 0.154 0.065 0.205 0.210
BN 1 -0.406%* -0.066 0.512** 0.288 -0.273 0.009 -0.036 0.030 0.101
IND 1 -0.135 0.097 -0.319 0.142 -0.053 0.151 -0.125 -0.407*
CBOARD 1 0.150 -0.132  0.091 0.097 -0.157 0.043 0.305
PROFES 1 -0.106 -0.177 0.068 0.082 -0.283 -0.235
MH 1 -0.142 0.016 -0.021 0.143 0.156
CONCURE 1 -0.130 -0.267 -0.080 -0.120
AUD 1 0.035 0.022 0.015
UND 1 -0.427* -0.064
LEV 10223
FIRM 1
ab 1 BEUERER L -

ik 2 ¢ FEGIA REEAR L - MERTRE /KR 0.05 IRF(BEFE ) AHRA BT - **fE RS /K4 0.01(E
Fe) > fHEAEE
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3 ERRIEIEA T e

e &H Al L P8 T{E Btk

BN 1 21 8.48 0.103 0.919
2 3 8.33

IND 1 21 0.39 -.0.394 0.697
2 3 0.41

CBOARD 1 21 0.37 1.573 0.130
2 3 0.21

PROFES 1 21 0.33 0.169 0.868
2 3 0.32

MH 1 21 0.16 -1.238 0.229
2 3 0.30

CONCURE 1 21 0.38 1.301 0.207
2 3 0.00

AUD 1 21 0.71 .0163 0.872
2 3 0.67

UND 1 21 0.86 -0.677 0.505
2 3 1.00

LEV 1 21 0.33 -.812 0.425
2 3 0.41

FIRM 1 21 0.61 0.916 0.370
2 3 0.33

BEERFR -

* 4 HiE=l2 DW 4ist &

Regression 1 Regression 2 Regression 3
TDR EfiHZE%— TDR EHHZERM TDR EliHZE&&EHHOES—
A= e Bk K $5 (H B =ah 0 Ry EiR AR E
H - =) °
DW g 1.120 1.241 1.079

BREERFR]L -
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PDI1 = B, +B; BN + B, IND + B; CBOARD + B4 PROFES + Bs MH + Bs CONCURE +
B7AUD+ BgUND + Bg LEV + BIO FIRM + ¢

P ey THHATF 9% Regression 1 P{H VIF 1§
HEETE ? -0.825 0.424 —
BN + 0.435 0.671 2.547
IND + -1.312 0.212 1.647
CBOARD - -2.769 0.016%* 1319
PROFES + 1.792 0.096* 2.494
MH - -1.929 0.076* 1.232
CONCURE + 3.206 0.007%%* 1.789
AUD + 1.279 0.223 1.035
UND + 2.016 0.065* 1.529
LEV + 2.406 0.032%* 1.671
FIRM + 1.935 0.075%* 1.639
FEAEY 24
Adj R? 40.6%

it 11 BEUEF: PDI=TDR EiHEH —xEEH - HEpBEER 1 -
ik 2 0 MERTE/KHE 0=0.1 Bf RETEHY - “ERIE/KAE 0=0.05 R BBTEHY » *E8E
JKAE 0=0.01 HF RRITEHY ©
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7 6 TDR _Erii H ERHARBR IR H 2 57 o1

PD2 = B, +B; BN + B, IND + B; CBOARD + B4 PROFES + Bs MH + Bs CONCURE +
B7AUD + BgUND + B9 LEV + BIO FIRM + ¢

p v THAATTHE  Regression 2 p {8 VIF {8
HFETH ? -0.452 0.663 —
BN + 0.412 0.691 4.380
IND + -0.540 0.604 2.634
CBOARD - -2.738 0.026** 1.718
PROFES + 1.021 0.337 3.750
MH - -1.940 0.088* 1.506
CONCURE + 2.327 0.048%* 2.449
AUD + 0.268 0.795 1.460
UND + 1.728 0.122 1.725
LEV + 1.551 0.160 2.371
FIRM + 2.067 0.073* 2.577
FEAEY 19
Adj R? 46.1%
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PD3 = B0 +B1 BN + B2 IND + B3 CBOARD + B4 PROFES + p5 MH + p6 CONCURE +
B7 AUD+ B8 UND + B9 LEV + B10 FIRM + ¢

BT THHATF 9% Regression 3 p 1B VIF 1
HEETH ? -0.780 0.448 -
BN + 0.392 0.701 2.547
IND + -0.954 0.358 1.640
CBOARD - -3.173 0.007%** 1.315
PROFES + 1.581 0.138 2.494
MH - -1.768 0.101 1.232
CONCURE + 3.196 0.007%%* 1.789
AUD + 1.607 0.132 1.035
UND + 1.831 0.090* 1.529
LEV + 2.190 0.047** 1.671
FIRM + 2.065 0.059* 1.639
EFN 24
Adj R? 41.5%
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PDI1 24 41.647 2.045 0.052*
BN 24 8.458 18.781 0.000***
IND 24 0.398 24.732 0.000%***
CBOARD 24 0.350 9.762 0.000***
PROFES 24 0.331 18.916 0.000***
MH 24 0.180 4.721 0.000%**
CONCURE 24 0.333 3.391 0.003***
AUD 24 0.708 7.474 0.000%**
UND 24 0.875 12.689 0.000***
LEV 24 0.340 10.103 0.000%**
FIRM 24 0.583 5.675 0.000%**

Rk 1 BEEFRFER L -
RE 20 *FRORE 0=0.10 R REEEHY » PR 0=0.05 R BEER o **FRIE 0=0.01
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PD4 = B0 +B1 BN + B2 IND + B3 CBOARD + B4 PROFES + p5 MH + p6 CONCURE +
B7 AUD+ 8 UND + B9 LEV + p10 FIRM +¢
PD5 = B0 +f1 BN + B2 IND + B3 CBOARD + B4 PROFES + p5 MH + p6 CONCURE +
B7 AUD+ B8 UND + B9 LEV + p10 FIRM + ¢

SEATH 597 Regression4  p fE VIF{H Regression5 p fH  VIF{HE

HEETH ? -0.842 0.415 -0.656 0.527

BN + 0.470 0.646 2.547 0.158 0.877 2.836
IND + -1.109 0.287 1.647 -1.074 0.308 1.597
CBOARD - -3.370 0.005**  1.320 -2.942 0.015%* 1285
PROFES + 1.767 0.101 2.494 1.348 0.207 3.132
MH - -1.902 0.080 1.232 -1.202 0.257 1.970
CONCUR  + 3.372 0.005** 1789 2.591 0.027** 1,606
AUD - 1.664 0.120 1.035 1.495 0.166 1.119
UND + 2.066 0.059 1.529 1.864 0.092*  1.536
LEV + 2.246 0.043* 1.671 1.781 0.105 2.136
FIRM + 2.198 0.047* 1.639 2.035 0.069*  1.580
EFN 24 24

Adj R? 45.7% 43.4%
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