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ABSTRACT

U.S. Cross-listing, Institutional Investors, and Eqity Returns

By
LAW Yui

Master of Philosophy

Cross-listing refers to firms listing their equgien more than one stock exchange.
Cross-listing is an interesting topic of internaab finance. This is because along
with the deeper integration of the global finanamrket, we should see lesser
importance of geographic factors. Thus, the matvet and effects of listing a firm
on exchanges of different regions should have éss@tonomic implications. The
reputation bonding hypothesis suggests that U.®ssdisting improves the
information environment of a firm because of thghter disclosure standard and more
analyst coverage. The legal bonding hypothesis esrgilhat U.S. cross-listing
improves the investor protection and corporate gwawgce of a firm since the firm is
under more stringent law and regulation. The fimomgh hypothesis points out that
U.S. cross-listing lowers the external capital @dst firm and thus enables the firm to
achieve a higher growth rate.

Using a sample with 12532 firms of 23 developedameg from 2006 to 2011, this
thesis tests the three hypotheses of cross-liskimgtly, my empirical results show
that a cross-listing on the U.S. exchanges imprdwegquity returns predictability of
institutional investors. | find a stronger positigerrelation between the changes in
institution ownership level and future equity retsiof U.S. cross-listed firms. This
suggests that the information environment is imptbafter a U.S. cross-listing.
However, the improvement in information environmexists only in non-crisis
period. Secondly, the results support the firm dhovinypothesis. The U.S.
cross-listing event only has a positive effect qnity returns of firms with younger
age and lower dividend vyield. This effect becomess |lobvious during the crisis
period. Thirdly, the legal bonding effect of U.Soss-listing only exists during the
crisis period, when the financial market is vo&tiDuring the crisis period, a U.S.
cross-listing increases the equity returns of e form non-common-law regions,
but not the firms from common-law regions.
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Chapter 1 Introduction

Listing a firm on a foreign exchange is not a ndverpmenon. According to the
World Federation of Exchanges, in 1995, there wisdhd 361 foreign firms listed
their equities on NYSE and NASDAQ respectively2bi 0, the numbers remained
stable, with 451 on NYSE and 298 on the NASDAQ. mgowith the increasing

liberalization of the international financial matkéhe equity markets around the
world should be more integrated. However, we aite sgeing a large number of
firms trading on foreign equity markets. Therefosge should find out the

motivations and impacts of the cross-listing dexcisiof the firms.

Despite of the long history of overseas listingademic researches still do not have
a concrete conclusion about what are the reasavisgla firm listing on a foreign
exchange. Academic researches on foreign listimg b divided into three main
groups. One focuses on the legal bonding hypothesis Reese and Weisbach,
2002; Doidge, Karolyi and Stulz, 2004; Doidge, 200dl and Miller, 2008; Frésard
and Salva, 2010), another focuses on the reputdtaing hypothesis or the
information improvement hypothesis (e.g. Baker,d\ajer and Weaver, 2002; Lang,
Lins and Miller, 2003; Siegel, 2005; Fernandes &edeira, 2008), and the third
one focuses on the firm growth hypothesis (e.g.lIRd® Zechner, 2002; Khurana,

Martin and Periera, 2008; Hail and Leuz, 2009).

The legal bonding hypothesis argues that diffeexthanges are characterized by
different standards of law and regulation, and thage different levels of investor
protection. Firms from a region with low standanofslaw and regulation can list
their equities on exchanges with stringent lega eegulatory standards. Thus, the

firms can enhance the level of investor protectamal reduce the cost of capital
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(Coffee, 1999; Coffee, 2001). The reputation bogdiypothesis or information
improvement hypothesis does not agree with the itapoe and effectiveness of the
legal bonding, this is because some studies (@igel 2005) show that the legal
enforcement of the Security Exchange CommissiorC(Sth foreign listing firms is
weak. The reputation bonding hypothesis suggests the better quality of
corporate governance is caused by the improvemethiei information environment
of the cross-listed firms. The possible factorstted improvement are the higher

disclosure standard and more analyst coverage.

Besides these two main hypotheses, some studigesuthat the lack of external
capital by growing firms is an important reason fwoss-listing. For example,
Pagano, Roell and Zechner (2002) show that firmssszlisted on the U.S.
exchanges tend to be rapidly expanding high-tech export-oriented companies
with low leverage. Khurana, Martin and Periera @O0dind out that the

external-financed growth rate of firms increasegnificantly after a U.S.

cross-listing. Furthermore, Hail and Leuz (2009)npmut that about half of the
increase in equity value of the firms after a UcBss-listing is caused by the

change in growth expectation.

In this thesis, the goals are to test the inforamatenvironment improvement
hypothesis, the legal bonding hypothesis and then fgrowth hypothesis of
cross-listing. In other words, this thesis test®tbr a U.S. cross-listing improves
the information environment, the corporate goveceaand the growth opportunity

of the firms.

For the information environment improvement hypstiel suggest that the equity

returns predictability of institutional investosspositively related to the information
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environment. If cross-listing on the U.S. exchangas improve the information

environment, the equity returns predictability nstitutional investors on the U.S.
cross-listed firm should be improved. The defimtiof equity returns predictability

of institutional investors of this thesis followsetdefinition of Gompers and Metrick
(2001), i.e. the positive partial correlation beéwethe changes in ownership of
institutional investors in the period t-1 and tlygiigy returns in period t. Therefore, |
expect that the changes in institutional ownerdbiel have a stronger positive
correlation with future equity returns of firms wia U.S. cross-listing than those

without.

For the legal bonding hypothesis, the sample igldd/into firms from common-law
regions and non-common-law regions. If the U.Sssiisting enhances the legal
and regulatory standards and the difference ineal standard between the United
States and the non-common-law regions is largeretjuity returns should have a
greater increase during and after the cross-listpgyiod for firms from
non-common-law regions, indicating the greater el@ee in the cost of capital and

improvement in performance of the U.S. cross-listeds from these regions.

For the firm growth hypothesis, the sample is ddddnto firms with sample period
mean age higher and lower than the sample perialamend firms with sample
period mean dividend yield higher and lower tha@ sample period median. If a
U.S. cross-listing can reduce the financial comstsaof the growing firms, a U.S.
cross-listing should have a greater positive eftecthe equity returns of firms with
younger age and lower dividend yield. These twaattaristics reflect the weaker

financial situation.



This thesis uses the semi-annual data of 1253%fof23 developed regions from
the first half of 2006 to the first half of 2011ir$t, my regression analyses support
the information environment improvement hypothebty. results show that a U.S.
cross-listing significantly increases the posito@relation between the changes in
institutional ownership level and the future equigyurns, reflecting a higher equity
predictability of institutional investors on U.Sross-listed firms. Therefore, the
information environment is improved after a U.Soss-listing. Moreover, the
increase in equity returns predictability is higtier U.S. cross-listed firms from
non-common-law regions, indicating the larger ddfece in information
environment between the United-States and the namyon-law regions. However,
the information environment improvement effect oEUcross-listing does not exist

in the crisis period, i.e. from the second hal2008 to the second half of 2009.

Second, my results support the firm growth hypathesfter a cross-listing on the
U.S. exchanges, firms with younger age and loweiddnd yield experience an
increase in equity returns. The thesis suggesteetson is that the U.S. cross-listing
improves the financial condition of the youngemf& and firms lacking for external

capital.

Thirdly, my results show that although the legalndiog effect of the U.S.

cross-listing does not exist during the whole sangariod and the non-crisis period,
it exists during the crisis period, i.e. from trecsnd half of 2008 to the second of
2009. From the first half of 2006 to the first hatf2011, U.S. cross-listing only had
a positive effect on the equity returns of firmgnfr common-law regions, but from
the second half of 2008 to the second half of 2Q0%. cross-listing only had a

positive effect on the equity returns of firms fraxmn-common-law regions.



This thesis makes several contributions. Firsttests directly whether U.S.
cross-listing can effectively enhance the informatenvironment of the firms by
analyzing the difference between the equity retyredictability of institutional

investors on U.S. cross-listed firms and non-Ur8s&-listed firms. Previous studies
only test the information environment improvementiiectly by analyzing whether
U.S. cross-listing increases the variation of aotiog earnings or the proportion of
variation of firm specific equity returns (e.g. lggnRaedy and Yetman(2003);

Fernandes and Ferreira (2008)).

Second, for the legal bonding hypothesis and fimowgh hypothesis, this thesis
uses the most recent data from 2006 to 2011, wh#esample period of most
previous researches are before 2005. Also, masbtiéll, of the previous researches
do not control the demand preference of the irsgtital investors. If cross-listing
affects the demand preference of institutional stees, and the demand preference
affects the equity returns, the estimation of tffece of cross-listing may not be
consistent. This thesis controls both the firm #ecfactors affecting the
cross-listing decision and the demand preferencestitutional investors in order to

estimate the effect of U.S. cross-listing more aaigly.

Third, the additional regression analyses of thists test the three hypotheses of
cross-listing by splitting the sample period ink@ thon-crisis period and the crisis
period in order to analyze whether the three edfe€tJ.S. cross-listing exist in both

the non- crisis and the crisis period.

Fourth, this thesis find out that cross-listinglosndon Stock Exchange (LSE) and
exchanges other than the U.S. exchanges and LSHitoms with characteristics

different from those benefited from a U.S. crossifig. Although the information
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environment improvement effect does not exist fan$ cross-listed on London
Stock Exchange (LSE) or exchanges other than tt& ©xchanges and LSE,
cross-listing on LSE benefits firms with higher aged higher dividend yield, and
cross-listing on exchanges other than the U.S.angés and LSE benefit firms with

both lower and higher age and firms with lower dend yield.

The remaining chapters are organized as followsp€in 2 reviews the literatures of
cross-listing and equity returns predictability iotitutional investors. Chapter 3
develops the hypotheses and describes the regressmolel and variable data.

Chapter 4 presents the empirical analyses. Ch&aptencludes.



Chapter 2 Literature Review

In the previous chapter, the main theme of theishissintroduced. This chapter
reviews the three hypotheses of cross-listing,the.legal bonding hypothesis, the
information improvement hypothesis, and the firravgh hypothesis. Moreover, the

studies of equity returns predictability of institunal investors are also described.

2.1 Survey on the cross-listed firms

At the beginning of the cross-listing literaturesieav, two surveys are introduced.
The surveys spend little on economic theory devekmt and may not give deep
insight about the motivations and effects of cristsng. However, because they
directly ask the chief financial officers or exdeas in charges of shareholder
relations of the firms with questions about thesoze for an overseas listing and the
difficulties faced by the overseas listing firmsey may serve as a supplement of the

accounting and financial data empirical researches.

The first survey is Fanto and Karmel (1997). Acaaogdto the survey, there is no
dominant reason for a U.S. listing. 23% of the oesjents agree that the reasons are
for business motivations, such as U.S. acquisiiol).S. business expansion. 23%
mention that the reasons are the benefits of lhfital market, such as better price,
liquidity and status. 23% point out that the reasare industry motivations, such as
listing of competitors and benefits of analystslyOr1% agree that the reason is to
expand the U.S. shareholder base. For the diffesulbf a U.S. listing, results are
more determinant. More than 50% of the respondéimg that the main difficulties
are disclosure and accounting reconciliation. Oatpund 30% agree that the
monetary expense is the obstacle. Another surveytdbreign listing is Bancel and

Mittoo (2001). This study shows that among 9 ogjamn average, respondents rank
7



the disclosure of more information as the first aripnt consequence of
cross-listing, while the consequence of enhancing internal procedures of

management control is in the sixth rank.

The limitation of these surveys is lack of econontheories to analyze the
motivations of cross-listing. For example, they i consider the requirement in
information disclosure and higher standards of dad regulation as benefits in the
sense that these signal the better quality of tlusselisted firms. Second, the
respondents may not give true answers in the ssrieyr these reasons, surveys
may not be particularly insightful. In the follovgrparts, theoretical studies on the
economics implications of cross-listing and empirieesearches based on financial

and accounting data are introduced.

2.2 The theory of the legal bonding hypothesis

To explain the phenomenon of cross-listing, Coft@899) argues that different
stock exchanges have different functions and legguirements. Firms with
different goals may choose to list on foreign stegkhanges and subject to foreign
governance standards. Coffee (1999) suggests ligafpositive abnormal price
movement of a U.S. cross-listed firm is due toltbading mechanism, i.e. the firm
voluntarily complies with higher regulatory and dasure standards. Moreover,
Coffee (2002) points out that law is an importaattér for those firms having
financial stress to obtain external finance, tBivécause without the guarantee of
high standards of law and regulation and strongstor protection, the firms cannot
achieve a high equity valuation. Hence, crossAgsfprovides an option for these
firms to bond themselves under a stringent legédl ragulatory system. The author
goes on to predict that firms with weak corporata/egnance and controlling

8



shareholders will be less likely to choose to ciieagon a stock exchange with high
standards of law and regulation. Therefore, thehautconcludes that stock
exchanges with high and low legal and disclosusadsdrds will co-exist, and attract

firms with different corporate governance qualities

2.3 Studies supporting the legal bonding hypothesis

To test the legal bonding hypothesis, Reese andbAeh (2002) show that despite
the fact that most firms have subsequent equityessafter cross-listing on U.S.
stock exchanges, firms from regions with weakered@der protection are more
likely to have equity issues after a U.S. crosAligs Moreover, firms from regions

with weaker shareholder protection get higher newitg proceeds after a U.S.
cross-listing. This reflects that before crossdigton U.S. stock exchanges, firms
from regions with weaker shareholder proection daddficulties in raising capital

by equity issuing, so they tend to raise more ehpy equity issuing thereafter.

Another early empirical study of legal bonding hipsis is Doidge, Karolyi and

Stulz (2004), the authors find out that foreign pamies cross-listed on the U.S.
exchanges have a higher Tobin’s g ratio than tifrose the same country without a
U.S. cross-listing. Furthermore, for firms with heg growth opportunity, which is

proxied by sales growth, the increase in Tobin&ftgr a U.S. cross-listing is higher.
The authors suggest that the controlling shareln®loeU.S. cross-listed firms tend
to be willing to restrain from expropriating thepdal of the firms and thus enhance

the value of the growth opportunity.

Until then, the empirical results are not convigcenough to prove the relationship
between corporate governance and cross-listings Tiki because the higher

probability of equity issues and Tobin’s g may hetcaused by the stronger investor
9



protection, but is caused by other factors, sucthaslepth and liquidity of the U.S.
equity market. Nevertheless, later studies by rigstihe relationship between
cross-listing and variables reflecting corporatgegnance, such as voting premium,
CEO turnover, and valuation of investors on exeessash, give stronger support

for the legal bonding hypothesis.

The voting premium of a dual class equity, i.e. piiee of the high voting shares
minus the price of low voting shares, is negativelated to the quality of corporate
governance. Therefore, Doidge (2004) argues tlmfigied the existence of the legal
bonding effect, the voting premium should decreafier a U.S. cross-listing.

Empirical results suggest that during the annourecgnof the U.S. cross-listing,

both the price of high voting shares and low votsi@res increase, but the low
voting shares increase more. The decrease in tiegyaremium thus is an evidence
that the legal bonding effect of U.S. cross-listingproves the corporate governance

and reduces the value of private control.

One of the most direct tests of the corporate gaere quality of cross-listed firm
is Lel and Miller (2008). The authors point out tthea higher probability of
replacement of CEOs with poor performance refletttie higher corporate
governance quality of a firm. Results show thatné from countries with weaker
investor protection have a stronger negative kaiatiip between the CEO turnover
and firm performance after a cross-listing. Howetkis phenomenon only exists
among firms cross-listed on exchanges with stringegulation, such as exchanges

of the United States.

Because of the liquidity feature, cash is regaraethe asset which is the easiest to
be expropriated by the insiders. Without suffici@mgestor protection, investors

10



should place a lower value on the excess cashrwpldy a firm. Nevertheless,
Frésard and Salva (2010) show that a U.S. crossgisncreases the value of the
excessive cash. The authors conclude that a UoSs-tisting can effectively lower

the risk of expropriation of the excessive cashhgyinsiders.

2.4 Studies questioning the legal bonding hypothesi

Licht (2003) suggests that in the perspective @& thoss-listed firms, the legal
bonding effect is only second order important. Tingt order consideration is to
increase the visibility. The author further poitst that, for this reason, the U.S.
regulatory authority has lighter legal requirements corporate governance for
foreign listed firms than domestic listed firm inder to attract foreign firms to list
on the U.S. exchanges. For example, foreign listeds are able to easily get

exemption from the equity listing requirements onporate governance.

More evidences questioning the legal bonding hygsithis found by Siegel (2005).
Although the cross-listed firms are under the laa eegulation of the United States,
the author finds out that from 1994 to 2002, theCSESecurity Exchange

Commission) only took real legal action against fb8ign cross-listed firms.

Furthermore, the author points out that the SECendwok legal action against
cross-listed firms from Brazil, Mexico (the authsltows that from 1994 to 2002,
there were at least 16 insider asset takings anlemgViexican U.S. cross-listed
firms), Russia, and South Korea. Besides, the awthows that U.S. cross-listed
firms from Mexico have a higher probability of ider asset taking (legal or illegal)
from investors than non-U.S.-cross-listed firms.eidfore, in fact, the legal

enforcement of SEC on cross-listed firms is nobrgjt The author, however,

suggests that the reputation bonding rather tharetial bonding is the cause of the

11



improvement in corporate governance of the cradsdifirms. The study discovers
that, the Mexican U.S. cross-listed firms which dat engage in asset taking from
investors were more likely to raise external capitathe later period. The author
concludes that although the legal enforcement iskwehe better information
environment, such as the business press and eanalysis, serves as a reputation
bonding which motivates the U.S. cross-listed firtosimprove their corporate

governance.

King and Segal (2005) suggest that not all the sshgtings are necessarily
accompanied by legal bonding. The authors use ahglke of Canadian firms and
find out that for single class firms, the value remse caused by the U.S.
cross-listing is only temporary unless the U.Sestor base, i.e. investor recognition,
expands. For dual class firms, however, regardieésise U.S. investor base, there is
a permanent increase in Tobin’s g ratio. The astlaogue that the bonding effect

only exists among firms with weak investor protewoti

Nevertheless, Sarkissian and Schill (2008) rejeth kthe legal bonding and investor
recognition hypothesis. They suggest that all thduation gain from different

characteristics of the exchanges, such as liquitigher legal standard, and from
characteristic of the cross-listed firms, i.e. &arghareholder base, are temporary,

except valuation gain from increase disclosure.

2.5 Studies supporting the information improvementypothesis

As Siegel (2005) suggests that the law enforcemantross-listed firms may be
overstated, and the reputation bonding is the meason for cross-listed firms to
improve their corporate governance. Therefore, ekl see an improvement in

information environment after a U.S. cross-listing.
12



One of the earliest studies of cross-listing anfdrimation environment is Baker,
Nofsinger and Weaver(2002). Using both regressi@hiadustrial and geographical
matching, results show that the number of followartplysts increases after the
firms cross-listed on NYSE or LSE. The increashigher for firms cross-listed on
NYSE. Moreover, after the cross-listing, firms wittore following analysts have

lower capital cost.

Lang, Lins and Miller (2003) discover similar phemena. The study first finds out
that a U.S. cross-listing increases the numbenalyat coverages of a firm. Second,
a U.S. cross-listing improves the earnings foreeastiracy of the equity analysts.
Also, the study discovers that the U.S. crossdistems with more analyst

coverages and higher earnings forecast accuraytighier valuation.

The degree of earning management is an importantator measuring the quality
of information environment. Lang, Raedy and Yetri280Q3) show that the variation
of net income of firms with a U.S. cross- listing higher than those without.
Moreover, firms have higher variation of net inconme post-U.S.-cross-listing
period than pre-U.S.-cross-listing period. Therefds.S. cross-listing deters earning
smoothing activities. In addition, the study firalg that the accounting data of U.S.
cross-listed firms contain higher quality infornmatithan non-U.S.-cross-listed firms.
This is because, by regressing the equity priceheraccounting data, the R-squared

of the sample of U.S. cross-listed firms is higtieamn non-U.S.-cross-listed firms.

Although traditional theory suggests that pricecdigeries are mainly contributed by
the home market from where the relevant informatisngenerated. Eun and
Sabherwal (2003) point out that the cross-listingriket is also an important

contributor of price discoveries. Using the sangfi€anadian firms listed on both
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TSE (Toronto Stock Exchange) and a U.S. exchargestudy shows that about
40% of the price discoveries are generated fromuls& market. Also, the share of
price discoveries of the U.S. market is higher fions with higher U.S. trading

proportion, particularly for the medium size trades. the informative trades.

Another study about the price discovery of the siltsting equity is Su and Chong
(2007). Using a sample of eight firms from Chinass-listed on Hong Kong Stock
Exchange and NYSE, the authors discover that tioe gequences on Hong Kong
Stock Exchange and NYSE of these eight firms aiategrated with a common

factor. Moreover, 85% of the price discoveriesfanen Hong Kong Stock Exchange,
while 15% are from NYSE. The authors argue thatetlage two possible reasons for
the high share of price discoveries generated timmg Kong Stock Exchange. One
is the information advantage because of the gebgralpproximity. Another is the

trading hours of Hong Kong Stock Exchange are 1&safter the close of NYSE.

Fernandes and Ferreira (2008) indirectly prove thi®rmation environment
improvement effect of cross-listing by decomposthg variation of the equity
returns into two parts. One part is related to erket wide variation, i.e. the
systematic volatility. The remaining part is rethte the firm specific information,
l.e. the idiosyncratic volatility. Therefore, if B.S. cross-listing improves the
information environment of the firms, we should dirout that the ratio of
idiosyncratic returns volatility to total returnslatility of the U.S. cross-listed firm
is higher than that of the non-U.S.-cross-listethé. The empirical findings show
that U.S. cross-listing improves the informationvieonment for firms from

developed countries but not developing countriesrédver, for U.S. cross-listed
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firms from developing countries, increase in anatys/erage actually decreases the

information environment.

Extending the strategic disclosure model of Shib0®, Goto, Watanabe and Xu
(2008) argue that under the lack of high informatilisclosure standard, risk-averse
investors are more skeptical about the informapoovided by the managers. For
example, if the firm discloses a few good news, smaall expected cash flow, the
investors expect that there is some bad news wdhhethe firm managers. For this
uncertainty, the risk-averse investors require @iglexpected equity returns.
Therefore, we should find a negative correlatiotmieen the expected cash flow and
expected returns. And because of this reason, db#yereturns reversal of these
firms should be strong. However, if cross-listingncenhance the information
disclosure standard, these statistical relatiossimll be weaker. Actually, the

authors find out that the negative correlation leetw expected cash flow and
expected equity returns and the phenomenon of yegeitirns reversal decrease

significantly after the firm cross-listed on theSJexchanges.

2.6 Studies questioning the information improvemenhypothesis

There are, however, studies questioning the infaanaenvironment improvement

caused by a U.S. cross-listing. For example, Ba@yolyi and Salva (2006) argue
that if a U.S. cross-listing enhances the disclestandard and thus the information
environment, we should find out that the abnornetiinns and abnormal trading
volumes after an earnings announcement are lowdirfies with U.S. cross-listing.

The authors, however, show that the results aréraxgnto the assumption. More
surprisingly, the higher abnormal returns and higitenormal trading volumes are

mainly concentrated in U.S. cross-listed firms withher S&P disclosure scores.
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Although some studies suggest that firms with ciesimg on the U.S. exchanges
engage in less earning management than those withang, Raedy and Wilson
(2006) show that the quality of the accounting infation of U.S. cross-listed firms
is lower than that of the U.S. domestic firms. Ressindicate that the variations of
accounting earnings of the U.S. cross-listed fiamessmaller than the U.S. domestic
firms. Within the cross-listing sample, firms froocountries with weaker investor
protection have smoother earning. Moreover, comgawith the U.S. domestic
firms, the accounting data of the U.S. cross-lidtads is less correlated with the
equity returns. The authors conclude that the S&€& ahot effectively enhance the

accounting standard of cross-listed firms to alle¥¢he U.S. domestic firms.

In addition, Ndubizu (2007) argue that cross-ligteven increases the incentive of
the firms to manage the earnings. First, the aushoms that the return on assets,
cash flows and discretionary accruals of the Ur8sslisted firms reach the highest
level during the cross-listing period, but decresigmificantly in the years after the

cross-listing event. Thus, the author suggeststhieat).S. cross-listed firms either
engage in earning management or timing the creiadi Second, the results show
that during the cross-listing period, U.S. crosseld firms have higher discretionary
accruals than domestic firms listed on the U.S. harges with similar

characteristics.

2.7 Studies supporting the firm growth hypothesis

As mentioned by Reese and Weisbach (2002), a UWdSs-isting increases the
probability of the subsequent equity issuing. Femfore, King and Segal (2005)
suggest that U.S. cross-listed firms have a lameestor base. Therefore, it is

reasonable to expect that, by improving the sounfesxternal capital, a U.S.
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cross-listing provides a larger benefit for firmghwyounger age and financial stress.
Some empirical studies support this hypothesis. &@mple, Pagano, Roéell and
Zechner (2002) find out that firms cross-listed tre U.S. exchanges differ

substantially from firms cross-listed on the Eump@&xchanges. In particular, U.S.
cross-listed firms are characterized by higherltagset growth, higher market to
book value and higher foreign sales percentage.aliieors thus suggest that the
motivation of a U.S. cross-listing may be the némdequity capital to support the

expansion strategy of the growing companies.

Khurana, Martin and Periera (2008) show that a Wr8ss-listing improves the
financial condition and the firm growth. The authdiecompose the firm growth rate
into “internal financed growth rate”, i.e. the eséited maximum growth rate that
can be achieved by only using the internal casWwd]oshort-term borrowing, and
long-term loans, and “external financed growthrate. the difference between the
actual growth rate and the “internal financed gfowdte”. Results show that, the
“external financed growth rate” increases after fines cross-listed on the U.S.

exchanges.

Using the implied cost of capital models, Hail abeuz (2009) decompose the
increase in equity price of firms cross-listed ba J.S. exchanges into components
caused by the lower cost of capital and the higihewth expectation. They find out
that for exchange listing ADRs, around half of therease in equity price of the
cross-listed firms is because of the higher groexpectation. Moreover, for the
OTC (over the counter) ADRs, higher growth expectaexplains almost all the

increase in equity price.
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Lin, Seade and Zhang (2010) examine the firm graefiact of the cross-listing on
Chinese firms. Results show that among the thressdisting markets, NYSE has
the greatest positive effect on the growth of salegestment, and ROA of the
cross-listed firms, and it is followed by the Sipgee Stock Exchange and Hong

Kong Stock Exchange.

2.8 Predictability of institutional investors on equity returns

Whether institutional investors possess the abibtypredict stock returns is a long
debated question. One of the empirical studies @ipphe view that institutional
investors have the superior trading ability is Ghakrty (2001). The author argues
that if most of the stock price changes are causgdoublic information, the
proportion of cumulative price change of a specdategory of trade should be
closed to the ratio of the transaction of that gpmecategory to the total transaction.
The results reject this hypothesis by showing tiedrly 80% of the cumulative
price changes are caused by the medium-size tradgsted by institutional
investors. The author thus concludes that thetitginal investors are informed

traders.

Gompers and Metrick (2001) have a different conolusUsing a sample of the U.S.
firms, the authors argue that although the lagtutginal ownership level is positive
correlated with the equity returns, this does nagply the superior equity selection
ability of the institutional owner. The positive roelation only reflects the price
pressure on equity returns caused by the demandksh&hen the authors
decompose the lag institutional ownership into ldgefirst difference and level of
second lag, the first difference, which reflects thformation trades, positively but
not significantly correlates with the equity retsiridowever, the level of second lag,
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which reflects the long term preference of insitoél investors, is positively and

significantly correlated with the equity returns.

Yan and Zhang (2009) extend the study of GompedsMirick (2001) by dividing
the institutional investors into long term invest@and short term investors. The
sample includes firms based on the United Staté® duthors point out that
institutional investors who possess superior infiron tend to exploit this
information advantage frequently, while institutninvestors without the
information advantage trade more cautiously and teften. Therefore, the short
term institutional investors are better informedrththe long term institutional
investors. By using a similar model to Gomper aretridk (2001), the authors find
out that the coefficient of the lag first differencof short term institutional
ownership, but not long term institutional ownepshs positive and significant in
the regressions with quarter returns and yearnstas the dependent variables. This

positive correlation is stronger for the sampléigh growth firms.

Another study extends the model of Gompers anditket001) is Baik, Kang and
Kim (2010). The authors suggest that local ingonal investors, because of the
geographical proximity and the accessibility todlomedia, have more information
advantage than non-local institutional investorsné&ntrating on the sample of U.S.
firms, the authors define local institutional int@s as investors locating in the
same state with the firm they invest, while nornalomstitutional investors as
investors locating in states different from thenfithey invest. The results show that
the lag first difference of local institutional oenship is more significantly and

positively correlated with equity returns. And thasitive relationship is stronger for
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firms with greater information cost, such as higbvgh firms, young firms, and

firms with high returns volatility.

To summarize, there are both studies support arestipm the legal bonding
hypothesis and information environment improventeqgothesis. However, for the
firm growth hypothesis, there are only supportinerdtures. Moreover, most of the

literatures support the equity returns predictabdf the institutional investors.

In the next chapter, first, empirical tests are ed@ped in order to test the
informational environment improvement hypothesi® tegal bonding hypothesis,
and the firm growth hypothesis of cross-listingc&@®l, the empirical model and the

definition of the data are presents.
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Chapter 3 Hypotheses, Methodology and Data

3.1 Hypotheses

The previous chapter introduces the literaturesiatie informational environment
improvement hypothesis, the legal bonding hypothesind the firm growth

hypothesis. This chapter develops empirical testsinvestigate these three
hypotheses of cross-listing and describes the éapimodel and the definition of

the data.

One of the main goals of this thesis is to invegggvhether cross-listing on the U.S.
exchanges enhances the information environmentthnsl improves the equity
returns predictability of the institutional investo First, | suggest that a better
information environment can improve the investingllsof the institutional
investors. Moreover, the regions with British conmyaw origin are regarded as
regime with high quality of information environmebecause of the stringent
disclosure standard. Therefore, | expect the gbdit institutional investors in
predicting equity returns of firms from British comon-law regions is better than

other legal origins. Therefore, | develop the falilog hypotheses,

Hla. The changes in institutional ownership level in theevious period are

positively correlated with the equity returns iretturrent period.

H1b. The correlation between the changes in institutiomanership level in the
previous period and the equity returns in the cotrperiod is higher for firms from

common-law regions than firms from non-common-legians.

Since the information disclosure requirement and tuality of information

environment of the U.S. exchanges are regardedhashighest in the world.
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Therefore, cross-listing on the U.S. exchanges lghmaprove the equity returns
predictability of the institutional investors. Tleéore, after a U.S. cross-listing, the
ability of institutional investors in predicting ey returns should become stronger.
Moreover, the increase in predictability should beher for firms from
non-common-law regions than common-law regionsecehg the larger difference
between the information environment of non-commen-tegions and the United

States. Therefore, | develop the following hypoéses

H2a. After a U.S. cross-listing, the correlation betweba changes in institutional
ownership level in the previous period and the gqreturns in the current period

will increase.

H2b. The increase in correlation between the changemstitutional ownership
level in the previous period and the equity retuimshe current period caused by a
U.S. cross-listing is higher for firms from non-aoon-law regions than firms from

common-law regions.

Besides, the legal bonding hypothesis suggests ahatoss-listing on the U.S.
exchanges can improve the legal standard and mvesbtection of a firm.
Moreover, La Porta et al (1998) point out that, thegions with English
common-law origin have the best shareholder protectTherefore, | expect the
equity returns of the U.S. cross-listed firms frabm-common-law regions increase
more during and after the cross-listing period ttreose from common-law regions.
This is because the difference in legal standatd/d®En the United States and the

non-common-law regions is larger. Therefore, | hitneefollowing hypothesis,
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H3.The correlations between the U.S. cross-listing miies and the equity returns
should be higher for firms from non-common-law oegi than firms from

common-law regions.

Furthermore, the firm growth hypothesis argues th&t.S. cross-listing improves
the financial condition and thus enhances the drafia firm. Therefore, the equity
returns of firms with younger age and lower divideneld should increase more

after a U.S. cross-listing. Therefore, | have thiofving hypotheses,

H4a.The correlations of U.S. cross-listing dummies dredequity returns should be

higher for firms with younger age.

H4a.The correlations of U.S. cross-listing dummies dredequity returns should be

higher for firms with lower dividend yield.

3.2 Methodology

Since this thesis analyzes whether U.S. crosswWjisgnhances the information
environment and equity returns predictability oé tinstitutional investors, | apply
and extend the model of Gompers and Metrick (2@@thuse the research subjects
are similar and the model is widely used in laterilar studies, such as Yan and

Zhang (2009) and Baik, Kang and Kim (2010). Theesgion model is as follows,

Raw Equity returng = a; + y(A U.S. Cross-listy) + u(U.S. Cross-list.1) + n(ANo.
of 10§1 ) + 2 ( (U.S. Cross-list1* ANo. of 10s.1) ) + 6(No. of 10sp) + S

(Control Variableg.;) + ¢

In the following part, the definition of variablese explained.
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3.3 Dependent variables

In this thesis, the sample data are from 23 deeelapgions from the first half of
2006 to the first half of 2011. Because of the ffisiency of institutional ownership
data, the frequency of the regression analysedis study is semi-annual. The
developing regions are not included because tha détdirect ownership of
institutional investors from OSIRIS database is deguate for firms from
developing regions. Also, the data of direct owhgrf institutional investors of
firms from developed regions from OSIRIS database aso not enough before
2005 (Since first lag and second lag variablesrasided in the regressions, so the

sample period in the regression analyses is fraitst half of 2006).

Raw Equity Returns

The dependent variable is the raw equity returnshen current period. The raw

equity return is,

(USD Equity price in period t -USD Equity price period t-1) / USD Equity price

in period t-1

Since the firms may pay stock dividend or splitrtiséock during the sample period,
the raw equity price may not be relevant. Thereftime USD equity price is the
daily closing price at the end of June or December, PRCCD in Compustat,
divided by the cumulative adjustment factor, i.€lEXDI in Compustat, and then
adjusted by the corresponding daily exchange nateigeed by Datastream, in order

to convert the price into U.S. dollar. Semi-anmieti are from Compustat.
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Industrial Adjusted Equity Returns

In the robustness test, the dependent variableigtlustrial adjusted equity returns.
This is because the equity returns mainly contaim parts, one reflects the business
condition of the industrial sector and anotherewf the firm specific factors.
Therefore, studying the effects of U.S. crossHptdbn the industrial adjusted returns
can help us to understand the benefit of U.S. dissg more precisely. If U.S.
cross-listing has impacts on the firms, the impactshe industrial adjusted returns
should be also statistically significant. This echuse the industrial adjusted returns
reflect only the firm, while the raw returns maycluide market wide factors and
contain more noise. The industrial adjusted retures the raw returns net of the
returns of an equally weighted portfolio containifigns in the same industry

according to the Fama-French 48 industry sectors.

3.4 Key independent variables

U.S. Cross-list,

The variabldJ.S. Cross-list.1 is a dummy variable of the U.S. cross-listing staiti
firm i in the previous period. If the firm had ceslsting on the NYSE, NASDAQ
or Amex in the previous period).S. Cross-list., equals to one. Otherwise).S.

Cross-listi.; equals to zero. Semi-annual data are from CompuBtatk of New

York, JP-Morgan, NYSE-Euronext and NASDAQ.

AU.S. Cross-list

The variablelU.S. Cross-list is the first difference of the U.S. cross-listeigmmy
in the current period, i.e. if the firm started &Ucross-listing in the current period,

AU.S. Cross-list equals one. Otherwised U.S. Cross-list equals to zero.
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Semi-annual data are from Compustat, Bank of Newk,YaJP-Morgan,

NYSE-Euronext and NASDAQ.

ANo. of 1081

The variable ANo of 10s is the first difference of institutional ownersHgwvel in

the previous period. Since in the OSIRIS direct emship database, many
institutional ownership observations only recordetter the institutional owner
holds a specific firm in a specific period, but nbé percentage of shareholding,
using the percentage ownership will cause largermmétion missing. In this thesis,
the number of institutional investors is used agpraxy for the institutional

ownership level. Institutional investors includenks, financial companies, hedge
funds, insurance companies, mutual and pension /dondnee/trust/trustee.

Semi-annual data are from Osiris.

No. of 10,

The variableNo. of 10s:., is the institutional ownership level in the secqmevious
period, i.e. the number of institutional owners thee second previous period.

Semi-annual data are from Osiris.

U.S. Cross-list1* ANo. of 10s:.1

U.S. Cross-list.1* ANo. of IOs. is the interaction term df.S. Cross-list.; andA

No. of I0gt.1.

3.5 The control variables

Gompers and Metrick (2001) use control variablesctmtrol the long term

preference of the institutional owners. This isdese long term preference of the
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institutional investors can produce a price pressan the equity. Thus, the
correlation between the institutional ownership dnel equity returns may reflect
the price pressure on the equity returns, but hetinformation advantage of the
institutional investors. Therefore, the followingntrol variables, as suggested by
Gompers and Metrick (2001), are included in theesgjon analyses to control the

effect of long term preference of the institutiomalestors.

Equity returng.; and Equity returng,

Equity returng.; andEquity returng., are the raw equity returns of firm i in the first
and second previous periods respectively. Thesesainables reflect the momentum
of the equity returns. Gompers and Metrick (200gua that institutional investors
may have superior knowledge about the historicéiepa of the equity price and
exploit this pattern to earn abnormal returns. Sanmual data are from Compustat

(equity price) and Datastream (exchange rate).

BTV1

BTV .1 denotes the book to market ratio of firm i in grevious period. It is another
variable represents the price momentum of the wqtiitis the book value in
thousands of USD of firm i divided by the markepitalization in thousands of
USD of firm i. The book value is the total assets of total liabilities. Annual book
value data are from Osiris. Semi-annual market tabpation data are from

Compustat.

Log MKG .1

Log MKG:.; denotes the natural logarithm of market capitéirain thousands of

U.S. dollar of firm i in the previous period. As mimned by Gompers and Metrick
27



(2001), the market capitalization reflects the szea firm. One of the important
considerations of institutional investors when ding equity is the transaction cost
and liquidity. High market capitalization firms amsually more liquid. The market
capitalization is the daily closing price at thelet June or December, i.e. PRCCD
in Compustat, multiplied by the total shares outdiag at the end of June or
December, i.e. CSHOC in Compustat, and then adjubte the corresponding

exchange rates provided by Datastream.

Turnoveri.q

Turnover., denotes the ratio of total turnover to total shangtstanding of firm i in
the previous period. This variable indicates tlgaitlity and transaction cost of the
firm. It is the total trading volume in the preveriod, i.e. CSHTRD in
Compustat, divided by the average total sharesandsg in the previous period,

i.e. CSHOC in Compustat. The frequency is semi-ahnu

Log price;.1

Log pricet.; denotes the natural logarithm of the equity pice.S. dollar of firm i
in the previous period. As pointed out by Gomperd Kletrick (2001), low-priced
stock involves higher transaction cost. The eqgprige is the daily closing price at
the end of June or December, i.e. PRCCD in Compuditaded by the cumulative
adjustment factor, i.e. AJEXDI in Compustat, andenthadjusted by the
corresponding daily exchange rates provided by €kaam in order to convert the

price into U.S. dollar. The frequency is semi-arinua

Age;1
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Age.1 denotes the monthly age of the firm i in the presgigperiod. Gompers and
Metrick (2001) argue that the institutional investare characterized by prudence.
Firm age is one of the proxies of the risk of tiren. Age..: is the number of
months since the first price observation appeareompustat in the previous
period. Since the earliest year of the Global DSiggcurity Database in Compustat is
1984, if the firm existed before 1984, in this stutthe firm can only be regarded as

a firm started at the January of 1984.

DVYie1

DVY. 1 denotes the dividend yield of firm i in the prewsoperiod. It indicates the
risk of the firm. It is the total dividend per skaof firm i in the previous period, i.e.
DIV in Compustat, adjusted by the correspondingharge rates at the end of the
previous period provided by Datastream, in ordecdovert the dividend per share
into U.S. dollar, and then divided by the USD egurice. The frequency is

semi-annual.

S&P; 1

In Gompers and Metrick (2001), the S&P variabl¢his membership of S&P 500.
However, the sample of this study is firms fromd&¥eloped regions not including
the United States. Therefore, in this stu®&P,; is the dummy variable of
membership of S&P Global 1200 Index or S&P/TSX Cosife Index in the
previous period. The membership dummy represertgisk of the firm.S&P, .1
equals to one if the firm was included in eitheboth of the indexes in the previous

period. OtherwiseS &P i.1equals to zero. Semi-annual data are from Compustat

VR t1
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VR 1 denotes the monthly equity returns volatility oé ttwenty months before the
previous period. It reflects the risk of the firihis the variance of monthly returns

of the twenty months before the previous perioce ronthly return is,

(USD Equity price in month i -USD Equity price ilomth i-1) / USD Equity price in

month i-1

The USD equity price in month i is the daily clagiprice at the end of each month,
i.e. PRCCD in Compustat, divided by the cumulatidgistment factor, i.e. AJEXDI
in Compustat, and then adjusted by the correspgrahily exchange rates provided
by Datastream, in order to convert the price int&.Udollar. The frequency is

semi-annual

Other dummy variables

Other dummy variablesinclude industrial sector dummies according to
Fama-French 48 industrial sectors, country dumnaes semi-annual period

dummies.

3.6 The decomposition of the institutional ownersipi variable

The reason for decomposing thHe of 10s; into ANo of I0s..; andNo of 10s;.,

is to distinguish the informed trades from the lalegm demand shock of the
institutional investors. As suggested by Gomperd llietrick (2001), the level of
institutional investors, i.eNo of 10s:.», is more stable and reflects the long term
demand preference of the institutional investonsgesit is accumulated in many
periods. Therefore, the coefficient Nb of 10s:., represents the price pressure of
this long term demand, but not the superior infdromaof institutional owners.

However, the first difference, i.eANo of 10s.1, represents the growth of the
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number of institutional investors in one period asdnore noisy. This short term
and small fraction of demand change thus refldesriformed trades. The positive
coefficient ofANo of 10s.; is an evidence of the information advantage of the

institutional investors.

3.7 Additional control variables for robustness anfyses

In the original model of Gompers and Metrick (2QGhg cross-listing variables are
not included, the control variables only includetéas affecting the institutional
investor ownership, but not those affecting thesstlisting decision. Therefore,
after adding the cross-listing variables, additloraxiables should be controlled in
order to minimize the endogenous effect of cros$aly. In the robust regression

analyses, the following additional control variabége included.

Sales growth

Sales growth.; is the semi-annual sales growth rate of firm thie previous period,
which proxies for the growth prospect of the firds pointed out by King and
Segal (2009), firms with higher growth opporturaiye more likely to cross-list. It is
the changes in semi-annual sales, i.e. changedseirsummation of two quarterly
sales (SALEQ in Compustat), in the previous peruigiided by the semi-annual
sales in the second previous period. If there isinformation about theSales
growth ., of the observation, th8ales growth.; is treated as zero in order to avoid

missing observation. The frequency is semi-annual.

Leverage:-1

Leverage.; is the leverage of firm i in the previous periédng and Segal (2009)

use the leverage as the proxy for the growth oppdst of the firm, which is
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regarded as a factor affecting the cross-listinggi@en. It is the total liabilities in the
second quarter and fourth quarter, i.e. ATQ in Costgt, divided by the total assets
in the second quarter and fourth quarter, i.e. ilM@ompustat, respectively. The

frequency is semi-annual.

Proportion of foreign sales;

Proportion of foreign salgs; is the ratio of the foreign sales to total salefirm i
in the previous period. The data are from Osiris.pAinted out by King and Segal
(2009), the higher the proportion of foreign sald®e higher the probability of

cross-listing. If there is no information abdroportion of foreign salgs;

of the observatiorRroportion of foreign salgs; is treated as zero in order to avoid

missing observation. The frequency is semi-annual.

Log Total assets;

Log Total assets; is the natural logarithm of the total assets ougands of USD of
firm i in the previous period. King and Segal (2pGfliggest that total assets
indicates firm size, and firm size is one of thetda affecting the cross-listing

decision. Annual data are from Osiris.

ROA 1

ROA:1 is the return on assets in percentage of firmthan previous period. King
and Segal (2009) argue that the ROA reflects tbétability of the firm, and firms
with higher profitability are more likely to crodist. The data are from Osiris. The

frequency is annual.

3.8 Cross-listing on London Stock Exchange

32



Some firms have cross-listing on the U.S. stockherges may also have
cross-listing on LSE (London Stock Exchange). Sibh&& is also a common-law
international financial center, a cross-listingld®E may provide similar effects to a
cross-listing on the U.S. stock exchanges. Exclytive LSE cross-listing variables
may over-estimate the bonding effect of the U.8ssilisting for firms cross-listing
their equity on both LSE and the U.S. stock exclkangrherefore, the LSE

cross-listing variables are added to the origiegtession model.

LSE Cross-list1

The variabld.SE Cross-list.; is a dummy variable of the LSE cross-listing staiti
firm i in the previous period. If the firm had cesBsting on the LSE in the previous
period,LSE Cross-list., equals to one. OtherwiseSE Cross-list.; equals to zero.

Semi-annual data are from Compustat, Bank of Newk,YiP-Morgan, and LSE.

ALSE Cross-list

The variable ALSE Cross-list is the first difference of the LSE cross-listing
dummy in the current period, i.e. if the firm seattor stopped a LSE cross-listing in
the current period, ALSE Cross-list equals to one or negative one respectively.
Otherwise, ALSE Cross-list equals to zero. Semi-annual data are from Compusta

Bank of New York, JP-Morgan, and LSE.

LSE Cross-list1* ANo. of 10$:1

LSE Cross-list.1* 4ANo. of 10 is the interaction term dfSE Cross-list.; andA

No. of I0g.1.

3.9 Cross-listing on exchanges other than the U.8xchanges and LSE
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Some firms in the sample period listed their eqoityexchanges other than the U.S.
exchanges and LSE. Therefore, it is interestingttmly whether cross-listing on
these exchanges provides the similar benefitsdsselisting on the U.S. exchanges
or LSE. Therefore, the global cross-listing varesblare added to the original

regression model.

Global Cross-list.1

The variableGlobal Cross-list.1 is a dummy variable of the global cross-listing
status of firm i in the previous period. If thenfihad cross-listing on the exchanges
other than the U.S. exchanges and LSE in the pus\period, i.e., the firm listed the
equity on exchanges of more than two countriesdregiother than the U.S.
exchanges and LSE in the previous periGdpbal Cross-list., equals to one.
Otherwise, Global Cross-list.; equals to zero. Semi-annual data are from

Compustat.

AGlobal Cross-list.1

The variable A Global Cross-list; is the first difference of the global cross-ligtin

dummy in the current period, i.e. if the firm seaftor stopped a global cross-listing
in the current period,A Global Cross-list equals to one or negative one
respectively. Otherwise A Global Cross-list equals to zero. Semi-annual data are

from Compustat.

Global Cross-list.1* ANo. of 10$:.1

Global Cross-list.1* ANo. of 10s.; is the interaction term dBlobal Cross-list.1

andANo. of 10gt.1.
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This chapter presents the hypotheses developmempjrieal model and data
definitions. In the next chapter, summary statsstiempirical results of the
information improvement hypothesis, the legal bagdaypothesis, the firm growth

hypothesis of cross-listing, and the robustneds tee analyzed.
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Chapter 4 Empirical Results

4.1 Summary statistics

Table 1 reports that there are totally 12,532 firmthe sample. Out of which, 238,
147 and 360 firms had cross-listing on the U.Sharges, LSE and exchanges other
than the U.S. exchanges and LSE during the sangpiedorespectively. More than
half of the firms with a U.S. cross-listing werern Canada. For LSE cross-listed
firms, around half were from Australia and Irelanthis is not surprising. As
showed by Sarkissian and Schill (2004), geographicaltural and economic

proximity are the main factors in the selectiorowérseas listing markets.

Table 2a, Table 2b, Table 2c, Table 2d and Tablee@ert the summary statistics of
the dependent variables and the independent vesialilthe whole sample and the
sub-sample of non-cross-listed firms, U.S. cros®d firms, LSE cross-listed firms
and firms cross-listed on exchanges other than Ut®. exchanges and LSE
respectively. All variables, exceptl No. of 10s.;, No. of 10s.,, and the
cross-listing dummies, are winsorized in the lowit and highest 1% distribution.
Comparing the firms with cross-listing, especidity U.S. cross-listing and LSE
cross-listing, and firms without cross-listing, tfien characteristics were very

different.

For example, on average, the equity returns ofselisted firms were higher than
non-cross-listed firms. Moreover, the average retwolatility of cross-listed firms

was lower than non-cross-listed firms. The meandgross-listed firms was lower
than non-cross-listed firms. This may be becausst wiothe cross-listed firms were
young and growing firms. Also, cross-listed firm&re characterized by higher

turnover, higher market capitalization, lower botk market ratio and lower
36



dividend vyield. Furthermore, the average numbemesfitutional investors of the

cross-listed firms was more than two times as threaross-listed firms.

Table 2f reports the time series of number of finith U.S. cross-listing, firms
with LSE cross-listing and firms with cross-listing exchanges other than the U.S.
exchanges and LSE during the sample period. Tdldbdvs the summary statistics

of these three time series. All three time ser@s\sincreasing trends.

4.2 Test of information environment hypothesis

Table 3 reports the regression results of equitiurme against institutional
ownership variables and the control variables. @olul reports the results of the
whole sample regression. The results are similath study of Gompers and
Metrick (2001). The level of number of institutidnavestors,No. of 10s.2, which
proxies for the long term demand shock, is podithand significantly correlated
with the equity returns, indicating that the loegnh demand preference produces a
positive price pressure on the equity price. Howethee coefficient of the changes
in the number of institutional investorglNo. of 10s.1, which proxies for the
informed trades of institutional investors, is s but not significant. Therefore,
the results reject the hypothesis Hla that ingtibad investors can predict future

equity returns.

Column 2 of Table 3 reports the regression resflthe sub-sample of firms from
common-law regions. The results are striking. fong from common-law regions,
not only the level of number of institutional int@s, No. of I0s;,, is positively

and significantly correlated with the future equigturns, but the coefficient of the
changes in number of institutional investordNo. of 10s.1, is also positive and

significant at 1% level. If the number of institutial investors increases by one, the
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equity returns in the next period increase by 0.1€¢&umn 3 of Table 3 reports the
regression results of the sub-sample of firms frion-common-law countries. For
firms from non-common-law regions, only the coeéfit of level of number of
institutional investorsNo. of 10s:.,, is positive and significant. The coefficient of
the first difference of number of institutional estors, ANo. of 1081, iS positive
but not significant. Therefore, superior equityes@ibn ability is limited to firms
from common-law regions. The hypothesis H1lb thatititional investors have
better equity returns predictability on firms fraacommon-law regions than firms

from non-common-law regions is accepted.

Columns 4, 5 and 6 of Table 3 extend the regressiodel by including the
interception and interaction terms of the U.S. s#isting variable, i.e.4U.S.
Cross-list;, U.S. Cross-listi, and U.S. Cross-list..* ANo. of 10s.;. For all three
samples, coefficients of the interaction terms leetwthe U.S. cross-listing variable
and changes in number of institutional investarS§. Cross-list.1* 2ANo. of 1081,
are significantly positive. Therefore, cross-ligtion the U.S. exchanges improves
the information environment and thus enhances thgtyereturns predictability of

the institutional investors. The hypothesis H2adsepted.

Moreover, the coefficient of the interaction teretween the U.S. cross-listing and
the changes in number of institutional investttsS. Cross-list1* ANo. of 10g.1,

is higher for firms from non-common-law regions itheommon-law regions. For

U.S. cross-listed firms from common-law regionse anore institutional investor

increases equity returns by around 0.28%, of whidi7% is from the extra effect of
the U.S. cross-listing. For U.S. cross-listed firfmem non-common-law regions,

one more institutional investor increases the gqeiturns by 0.21%, all of which is
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contributed by the extra effect of the U.S. crassAg. The results support the
hypothesis H2b that the information environment rovement caused by U.S.
cross-listing is stronger for firms from non-commdamw regions. This indicates the
bigger difference in information environment betweale United States and the

non-common-law regions.

4.3 Test of the firm growth hypothesis

As showed by Guariglia (2008), young firms are mbkely to face financial

constraint. Moreover, Lau (1987) and DeAngelo areAibgelo (1990) argue that
low dividend payout is one of the evidence of ficiah stress. | suggest that the
positive effects of U.S. cross-listing on equitiures is because of the improvement

in the financial condition of the young firms amahfs with lower dividend yield.

Table 4 reports the regression results of splitdasnby mean of firm age, dividend
yield during the sample period. Column 1 shows,tf@tfirms with sample period
mean age lower than the sample period median,aéiiaent of first difference of
the cross-listing dummyAU.S. Cross-list, is positive and significant. Therefore,
in the cross-listing period, there is an extra gargturn more than 25% temporarily.
The coefficient of the lag level of the cross-hgtidummyU.S. Cross-list.1, is also
positive and significant, implying that cross-Ingji increases the equity returns by
about 5.6% permanently. However, column 2 shows$ $irailar results do not
appear in firms with sample period mean age hitfinen the sample period median.
The results support the hypothesis H4a. This isimee when comparing with higher
age firms, young firms usually have more growth apymity and face financial
stress, and U.S. cross-listing provides more ssufoethe young firms to obtain

external finance and thus help the young firmstdize the growth opportunity.
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Columns 3 and 4 of Table 4 report the regressisult®of firms with sample period
mean dividend yield lower and higher than the sangariod median respectively.
For firms with sample period mean dividend yieldvés than the sample period
median, the coefficient of the lag level of U.S.oss-listing variable,U.S.
Cross-list:.1, is positive and significant. This implies thats with lower dividend
yield enjoy around 5% permanent increase in egeiiyrns after a U.S. cross-listing.
However, this permanent increase does not exidirfos with sample period mean
dividend yield higher than the median. The ressiigport the hypothesis H4b. The
reason is comparing with firms with lower divideryield, firms with higher

dividend yield usually are mature firms withoutdntial stress.

4.4 Test on legal bonding hypothesis

In Table 3, the sign of coefficients of the intgten terms of U.S. cross-listing are
unexpected. The magnitude of the coefficients effifst difference and lag level of
U.S. cross-listing dummy are lower for the non-camnAlaw sample than the
common-law sample. Therefore, the temporary anch@eent increases in equity
returns caused by U.S. cross-listing are highefifors from common-law regions

than those from non-common-law regions. This rsjéot legal bonding hypothesis.

The more unexpected result is that the coefficiaftthe first difference and lag
level of U.S. cross-listing dummy in the common-Isample regression are positive
and significant. This may be due to the U.S. ctsdsd firms of the common-law
sample are over represented by young firms. Inelapthe sample is split into firms
with sample period mean age lower and higher tharsample period median. The
results still reject the legal bonding hypothesesduse only the coefficient of the
U.S. cross-listing variable of the young firms frammmon-law regions is positive
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and significant. Therefore, U.S. cross-listing ohs a permanent positive effect on
young firms from common-law regions. One possildason is the difference in
corporate governance between the firms from comlaan-regions and
non-common-law regions. Young firms are usuallyrabterized by higher risk.
However, investor protection can lower the riskefhdy investors. Therefore, U.S.
cross-listing improves the financial condition, @th opportunity, and the equity
returns of young firms from common-law regions wgghod corporate governance,
but not young firms from non-common-law regions hwitveak corporate

governance.

From Table 3, Table 4, and Table 5, results ofwhele sample period support the
information environment improvement hypothesis #émal firm growth hypothesis,
but not the legal bonding hypothesis. Moreoverjtp@seffect on the equity returns
of young firms is only limited to firms from commdaw regions. These findings
are consistent with some existing literatures. &mmple, in the survey of Fanto
and Karmel (1997), U.S. listing foreign firms poiatit that the most important
difficulties of a U.S. listing is the informationstlosure, and in the survey of Bancel
and Mittoo (2001), among the 9 options, on averaggyondents rank disclosure of
more information as the first important consequewnéecross-listing, but the
consequence of enhancing the internal proceduresaobgement control is in the
sixth rank. La Porta et al (2000) suggests that ARRn improve the information
environment but the strengthening in investor oo is limited. Empirical results
of Siegel (2005) also show that the U.S. legal mment on foreign cross-listed
firms is weak, while the reputation bonding is effee. For the firm growth effect
which is only limited to firms from common-law regis, | suggest that the reason is

still the difference in corporate governances. Loage usually implies higher risk.
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However, investor protection can lower the riskefhdy investors. For example,
Houston et al (2010) use the legal origin as trstrumental variable of creditor
protection and find out that better creditor prtitatincreases the risk-taking of the
banks. Therefore, the risk of young firms from coomataw regions with better
investor protection is alleviated, and the finahsteess can be solved. However, the
risk of young firms from non-common-law regions aens, so the financial stress

cannot be improved.

4.5 Robustness tests — Additional variables

The regression model of Gompers and Metrick (200dly control the factors
affecting the institutional ownership, but not thosffecting the cross-listing
decision. Therefore, in order to minimize the eraetamus effect of cross-listing,
control variables which determine the cross-listilegision should be included. As
suggested by King and Segal (2009), sales growtterage, proportion of foreign
sales, natural logarithm of total assets, and metur assets are factors affecting the
cross-listing decision. This thesis does not apfilg two-stage-least-squares
regression. The reason is, as emphasized by S{@@eb), “Most, if not all,
instruments that one could list are invalid becatlsey also have a direct effect on
later firm performance."Therefore, in the robustness analyses, theseblesiare
included as additional control variables in theresgions. Also, the dependent
variable is the industrial adjusted equity returfiise results of robustness analyses

are showed in Table 6, Table 7, and Table 8.

Table 6 reports the regression results of effe€té).&. cross-listing, number of
institutional investors, and their interaction teom industrial adjusted returns, with

the additional control variables. Columns 1, 2, 8neport the regression results of
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the whole sample, the common-law-sample and the-coormon-law sample
respectively. In all three regressions, the coedfits of the interaction termy.S.
Cross-list.1* ANo. of 10s.1, are positive and significant. The results stilpjgort
the H2a, i.e. U.S. cross-listing can improve infation environment. However, the
results do not support the H2b that the informagmvironment improvement is
stronger for U.S. cross-listed firms from non-conma@w regions. This is because
the coefficient of interaction term).S. Cross-lista* A No. of 10s.;, of the
common-law sample is greater than the non-commansiample. In addition, the
results still do not support the legal bonding hiesis, i.e. H3. The coefficient df
U.S. Cross-list is only positive and significant in the common-laample, but not

the non-common-law sample.

The robust analyses support the firm growth hypothelable 7 shows the split
sample regression analyses by sample period meararsd) sample period mean
dividend yield with additional control variablesoldmns 1 and 2 report the young
firms and old firms respectively. Columns 3 andepart the firms with lower
dividend yield and higher dividend yield respedyvén column 1, the coefficient of
A U.S. Cross-list is positive and significant at 5% level. Thereford.S.
cross-listing has a temporary positive effect oa thdustrial adjusted return of
young firms. In column 3, the coefficient 4iU.S. Cross-list is positive and
significant at 10% level in the lower dividend yledample. In Table 7, it seems that

the evidences of firm growth hypothesis are wedhkan the previous tests.

However, this may be caused by the missing obsgenstue to the inclusion of the
variable Leverage.;. Not all the observations in the previous testgehdata of

leverage. Also, the coefficients of the variabbverage.; are not significant in all
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the previous regressions. Table 8 shows the ragresssults without the variable
Leverage-;. With more observations, the evidences of firmwgho hypothesis
become stronger. Coefficients of bothU.S. Cross-list andU.S. Cross-listiare
positive and significant at 1% level in the youngems sample. The U.S.
cross-listing increases the industrial adjustedteqaturns of the younger firms by
around 25% temporarily and around 4% permanenttyedver, the coefficient of
U.S. Cross-list is positive and significant at 5% level in the Ewdividend yield
sample. The U.S. cross-listing increases the indiistdjusted equity return of the
firms with lower dividend yield by 22% temporarilijhe results of Table 8 still give

strong supports for the firm growth hypothesis.

4.6 Cross-listing on LSE as additional variables

Another concern about the robustness is the efiéatross-listing on the LSE
(London Stock Exchange). LSE is another common-iaternational financial
center. Thus, the legal bonding effect, informatmvironment improvement effect
and growth improvement effect of a LSE cross-lgtmay be similar to those of
cross-listing on U.S. exchanges. Excluding the L&&ss-listing variables may
overestimate the positive effects of the U.S. ciis$imig on firms with both U.S.
cross-listing and LSE cross-listing. Therefore,resgions with LSE cross-listing
variables as additional control variables are estiath and the results are reported in

Table 9 and Table 10.

Table 9 reports the regression results of the &ffet U.S. cross-listing, number of
institutional investors, and their interaction teom industrial adjusted returns, with
LSE cross-listing variables as additional contratiables. Columns 1, 2, and 3

report the regression results of the whole santpke common-law-sample and the

44



non-common-law sample respectively. In all reg@ssiof Table 9, the sign and
significance of coefficients ofl U.S. Cross-list, U.S. Cross-list;, and U.S.
Cross-list.1* ANo. of 10s.; are generally the same as previous test. Nevegsel
the coefficient of LSE cross-listing variables, .,i.ed LSE Cross-list, LSE
Cross-listt.1, and LSE Cross-list1* ANo. of I0s.; are not significant in all three
regressions. Therefore, a LSE cross-listing dodsprmavide the same benefits as

those offered by the U.S. exchanges.

However, Table 10 shows some meaningful resultsutabite LSE cross-listing.
Table 10 shows the split sample regression analygsample period mean age and
sample period mean dividend yield with LSE crossflg variables as additional
control variables. Columns 1 and 2 report the yaiinngs and old firms respectively.
Columns 3 and 4 report the firms with lower divideyield and higher dividend
yield respectively. Results still support the fignowth hypothesis of the U.S.
cross-listing, since the coefficients of bothU.S. Cross-list andU.S. Cross-list.,
are positive and significant for the young firmsldmms with lower dividend yield.
For the firms with higher age and firms with higldéridend yield, although they do
not receive benefit from a U.S. cross-listing, tremjoy higher equity returns by
cross-listing on LSE. A LSE cross-listing increaies equity returns of old firms by
around 19% temporarily and 4% permanently. Fordimith higher dividend yield,
a LSE cross-listing increases the equity returnsatmund 4% permanently. This
finding to some extent is consistent with the disr@s of Pagano, Roell and
Zechner (2002) that firms cross-listed on the We&changes tend to be rapidly
expanding high-tech and export-oriented companiés law leverage, while firms
cross-listed on European exchanges tend to be kmgenewly privatized firms
trying to expand foreign sales. The reason for diféerent characteristics of
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cross-listed firms on U.S. exchanges and Europearmamges may be that a
cross-listing on U.S. exchanges and a cross-ligsimguropean exchanges, such as

LSE, benefit firms with different characteristics.

4.7 Cross-listing on other regions

It is also important to compare the effect of crlisting on the U.S. exchanges, LSE
and exchanges of other regions. Table 11 showeetjression results of the effects
of U.S. cross-listing, number of institutional irsters, and their interaction term on
industrial adjusted returns, with LSE cross-listwagiables and global cross-listing
variables as additional control variables. Colurin2, and 3 report the regression
results of the whole sample, the common-law-sangpld the non-common-law
sample respectively. First, in all regressionsalbl& 11, the sign and significance of
coefficients ofAU.S. Cross-list, U.S. Cross-list;, andU.S. Cross-listi* 4ANo. of
I0s .1 are generally the same as previous tests. Setioadinear and interaction
terms of LSE cross-listing are all insignificanhiid, the level and interaction terms
of global cross-listingGlobal Cross-list., andGlobal Cross-list.1* ANo. of 101
are not significant, but the first difference oktlglobal cross-listing variable/
Global Cross-list is positive and significant in the whole sampled atihe
common-law sample. Although the coefficientsigslobal Cross-list; is lower than
the coefficients of AU.S. Cross-list in both the whole sample and the common law
sample, however, the p-value of the F-tests irthird bottom row of the respective
columns of Table 11 show that the coefficients 4Global Cross-list are not
significantly different from the coefficients gfU.S. Cross-list. Therefore, the
temporary positive effects of U.S. cross-listingd aglobal cross-listing on equity

returns are similar for both the whole sample ahd tommon law sample.
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Nevertheless, only U.S. cross-listing has a permiapesitive effect on the equity

returns for the common law sample.

Table 12 shows the results of the firm growth higpsts with LSE cross-listing
variables and global cross-listing variables astemtl control variables. Columns
1 and 2 report the firms with lower sample periodam age and higher sample
period mean age respectively. Columns 3 and 4 treperfirms with lower sample
period mean dividend yield and higher sample permodan dividend yield
respectively. The linear and interaction terms d.ltross-listing variables and LSE
cross-listing variables have similar sign and digance to pervious regression
results. The first difference of global cross-hsfji A Global Cross-lisk is positive
and significant in both the lower and higher agm@as and the lower dividend
yield sample. For both the lower age sample ancitadwvidend yield sample, the
coefficients of4 Global Cross-list; are lower than the coefficients ofl U.S.
Cross-list;, and for the higher age sample, the coefficient Gfobal Cross-list; is
lower than the coefficient of LSE Cross-list. However, the p-value of the F-tests
in the third bottom row of the respective columrisTable 12 show that for the
lower age sample and lower dividend yield sampie, ¢oefficients ofl Global
Cross-list; are not significantly different from the coeffioteof AU.S. Cross-list,
and for the higher age sample, the coefficientd@lobal Cross-lisf; is not
significantly different from the coefficient of LSE Cross-list. Therefore, although
global cross-listing does not have a permanentctfie equity returns of young
firms, old firms, and firms with lower dividend Ytk global cross-listing has similar
temporary positive effects to U.S. cross-listingeguity returns of young firms and
firms with lower dividend yield and a similar temmpoy positive effect to LSE

cross-listing on old firms.
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This suggests that there is no information envirenimimprovement for global
cross-listing. Also, cross-listing on exchangeseotthan the U.S. exchanges and
LSE does not have the permanent positive effecthenequity returns similar to
those of U.S. cross-listing and LSE cross-listiftdowever, cross-listing on
exchanges other than the U.S. exchanges and LSHitsem wider range of firms
with different characteristics by temporary posteffects on equity returns, and the
magnitudes are not significantly different from tieenporary positive effects of the
U.S. exchanges and LSE. One possible explanatiomesfamiliarity, i.e. “the
geographical, economic, cultural, and industriabmity”, suggested by Sarkissian
and Schill (2004). Since in the global financialrk&d, the firms are easier to select
suitable exchanges to cross-list instead of constiain cross-listing on one stock
exchange, such as LSE, firms with different chanastics are more likely to be

benefited from global cross-listing.

4.8 The non-crisis period and crisis period

The sample period of this study is from the firalf lof 2006 to the first half of 2011.

There is a global financial crisis, the Financiauiiami, during the sample period.
Therefore, it is important to test the three hypsts of cross-listing for the crisis
period and non-crisis period separately. It isiclift to determine the starting and
ending time of the Financial Tsunami. In this stutig starting time of the Financial
Tsunami is the second half of 2008 when the LehBrathers bankrupted, and the
ending time is the second half of 2009, since th8. WPresident Barack Obama
announced on January 27, 2010, “the markets are stawilized, and we've

recovered most of the money we spent on the bdbksted States Department of

the Treasury Office of Finance Stability 2010)”
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Columns 1, 2 and 3 of Table 13 reports the regrasssults of U.S. cross-listing for
the whole sample, the common-law sample and thecoommon-law sample
respectively during the non-crisis period with reaturns as the dependent variable.
During the non-crisis period, the coefficient oftimteraction term of the U.S.
cross-listing variable).S. Cross-list.1* ANo. of 10s.; is positive and significant at
1% level for the whole sample and the common-lamma, but positive and
significant at 10% level for the non-common-law géan The coefficients of the
linear terms of the U.S. cross-listing] U.S. Cross-list, andU.S. Cross-list,, are
only positive and significant for the common-lawrgde. However, the variablel
U.S. Cross-list, is negative and significant for the non-common-sample. The
reason may be some firms choose to cross-list enUl$s. exchanges when the
performance is strongest as suggested by Ndubi@07§2 If the firms from
non-common-law regions choose to cross-list whenpérformance of the firms is
strongest, the performance of these firms will Ibeeoworse after the U.S.
cross-listing. Therefore, during the non-crisis ipar the results support the

information environment hypothesis, but not thealdgpnding hypothesis.

Nevertheless, there are differences between tlses geriod and non-crisis period.
Columns 4, 5 and 6 of Table 13 report the regressasults of U.S. cross-listing for
the whole sample, the common-law sample and thecoommon-law sample
respectively during the crisis period with raw resi as the dependent variable.
During the crisis period, the interaction term loé tU.S. cross-listing variablél.S.
Cross-list.1* ANo. of 10s:.1 is not significant for all three samples. Therefdhere

is no information environment improvement during tirisis period. Moreover, the
first difference of the U.S. cross-listing variablel U.S. Cross-list, is only positive

and significant for the non-common-law sample. €fme, only firms from
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non-common-law regions receive a temporary incréasguity return when they
initiate a U.S. cross-listing. This suggests that legal bonding effect exists during

the crisis period.

Table 14 reports the regression results of spiitpdas by sample period mean age
and sample period mean dividend yield during the-ecrisis period. Columns 1 and
2 report the young firms and old firms respectivéplumns 3 and 4 report the
firms with lower dividend yield and higher divideryield respectively. During the
non-crisis period, the coefficient of the firstfdilence and the lag level of the U.S.
cross-listing, AU.S. Cross-list, andU.S. Cross-list, are positive and significant
for the young firms, and the coefficient of the lagel of the U.S. cross-listingl.S.
Cross-list.1, is positive and significant for the firms withwer dividend vyield.
These results are similar to the previous tests thie whole sample period and still
support the firm growth hypothesis. However, coluthof Table 14 shows that a
U.S. cross-listing temporarily lowers the equityuras of old firms by around 47%
during the non-crisis period. One possible reasdhat the cross-listing firms seize

the timing of the U.S. cross-listing as suggestetlBubizu (2007).

Table 15 reports the regression results of spiiipdes by sample period mean age
and sample period mean dividend yield during theiscperiod. Columns 1 and 2
report the young firms and old firms respectiv€glumns 3 and 4 report the firms
with lower dividend yield and higher dividend yieldspectively. Columns 1 and 2
show that both the equity returns of firms with &vand higher age do not increase
during and after a U.S. cross-listing. Nevertheleskimns 3 and 4 show that during
the crisis period, both the firms with lower andHter dividend yield receive benefit

from a U.S. cross-listing. A U.S. cross-listing ieases the equity returns of firms
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with lower dividend yield by around 7.1% permangrdhd increases the equity
return of firms with higher dividend yield by arali21% temporarily. A possible
explanation is that during the crisis period, eWiems with higher dividend yield

need external capital to maintain an effective apen. After improving the source
of external capital, firms with higher dividend e which usually do not have
financial stress in the long run, can operate shigato the increase in equity return
is once. Firms with lower dividend yield, which adly have financial stress in the
long run, need time to show whether the firm calwvesthe financial stress in the
long run even after improving the source of extboagital by cross-listing on the

U.S. exchanges, so the increase in equity retastiddr many periods.

During the non-crisis period, the information eowviment improvement and firm
growth effect exist, but there is no legal bondeftgect. During the crisis period
when the financial market is not stable, neversggl¢he information environment
improvement effect does not exist, and the firmaghoeffect is not strong. However,
during the crisis period, results show support leggal bonding hypothesis. The
reason may be that the U.S. cross-listing onlylbegal bonding effect on serious
corporate governance problems. As suggested bysdahet al (2000), the corporate
governance problem becomes serious during thes geiiod. Therefore, the legal

bonding effect only exists during crisis periodt bat non-crisis period.

This chapter described the detailed analyses otthgirical findings. In the next

chapter, a short conclusion is present.
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Chapter 5 Conclusion

This chapter gives a short conclusion of the emglirfindings of the Chapter 4.
First, for the information environment improvemehypothesis, most of the
previous studies test the hypothesis indirectlyr Egample, Lang, Raedy and
Yetman(2003) shows that the U.S. cross-listed firemgage in less earning
smoothing and the correlation between their acéogritata and their equity returns
is stronger. Fernandes and Ferreira (2008) showas ttie equity price of U.S.
cross-listed firms contains more firm specific imf@ation. These studies only point
out that cross-listing lead to more informationwflinto the market. However, this
information may not be useful for investment demisilf the extra information is
not useful for the institutional investors to enteuprofit, the extra information just
produces more noise. This thesis directly asks dbestion whether a U.S.
cross-listing improves the information environmégtincreasing the equity returns
predictability of institutional investors. The aremwis positive. The effect of U.S.
cross-listing on information environment and equ#yurns predictability is strong
regardless whether the returns are raw returnadursirial adjusted returns. These
results do not only consist with the literaturespmurting the information
improvement hypothesis, but also some literaturesstipning the information
improvement hypothesis. For example, Lang, Raedysitson (2006) suggest that
the SEC does not enhance the disclosure standdin@ &f.S. cross-listed firm fully.
The statistics results of this thesis show thagnewe add up the coefficients of the
linear term of the changes in number of institidlomvestors and the interaction
term between U.S. cross-listing and changes in rumobinstitutional investors, the
predictability on equity returns of U.S. crossdidtfirms from non-common-law
regions is still lower than those from common-lagions. However, the important
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implication is that the U.S. cross-listing effeat predictability is larger for firms
from non-common-law regions. One possible reasorth&d the difference in
information environment between the United State$@on-common-law regions is

larger.

When the sample period is divided into non-crisesigd and crisis period, the
information environment improvement effect of UcBoss-listing exists during the
non-crisis period when the financial market is lEabut does not exist during the
crisis period when the financial market is volatilEherefore, the information

environment improvement of U.S. cross-listing isyaffective in the stable period.

Second, results show that although the legal baonelifect of U.S. cross-listing does
not exist in the whole sample period and non-cpEisod, the legal bonding effect
of U.S. cross-listing exists in the crisis periad, from the second half of 2008 to
the second half of 2009. A U.S. cross-listing omhproves the equity returns of
firms from common-law regions during the whole sémperiod and non-crisis
period. However, during the crisis period, a U.&ss-listing only improves the
equity returns of firms from non-common-law regionkhis finding partially

consists with the view of La Porta et al (200Q)cht (2003) and Siegel (2005) that
the legal bonding effect of U.S. cross-listing ¢ fully effective. The legal bonding
effect of U.S. cross-listing exists only in the stsi period when the corporate

governance problem becomes serious.

The third important finding is that only young fisnand firms with lower dividend
yield benefit from the U.S. cross-listing, thisreflected by the increase in equity
returns of these firms during and after a U.S. stsding. Firms with these two
characteristics are more likely to face financiatr@ss. A U.S. cross-listing provides
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more opportunities and lower capital cost for thésas to raise external capital.
This may be one of the most important motivatiomsl ampacts of a U.S.

cross-listing. When the sample period is dividetb inon-crisis period and crisis
period, the firm growth effect of U.S. cross-ligfiaxists during the non-crisis period
when the financial market is stable, but the firnovgh effect becomes weaker

during the crisis period when the financial maiketolatile.

Fourth, this thesis discovers that while crossdgon U.S. exchanges increases the
equity returns of young firms and firms with lowdividends yield, cross-listing on
LSE has the similar effects, but on old firms aimch$ with higher dividend vyield.
This suggests that U.S. cross-listing and LSE elissag provide benefit to firms
with different characteristics. Some studies hav&nailar view. For example, as
pointed out by Coffee (1999), different stock exues have different functions.
Therefore, firms with different goals may choosdigbon different stock exchanges
and subject to different corporate governance sti@sd Moreover, empirical results
of Pagano, Roell and Zechner (2002) show that fioress-listed on the U.S.
exchanges tend to be rapidly expanding high-tech extport-oriented companies
with low leverage, while firms cross-listed on Epean exchanges tend to be large

and newly privatized firms trying to expand foremgpaies.

Moreover, the empirical results of this thesis foud that cross-listing on exchanges
other than the U.S. exchanges and LSE does notowapthe information
environment. However, cross-listing on exchangémrothan the U.S. exchanges
and LSE benefits a wider range of firms, includimms with lower and higher age

and firms with lower dividend yield. The reason magy that the firms can select
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suitable cross-listing exchanges from the globatketa rather than constraint to

cross-list on one particular exchange.

Nevertheless, this thesis may not completely stieeself-selection problem of the
U.S. cross-listing decision. Since the dependenabke of this study is the equity
returns, and as pointed out by Siegel (2009pst, if not all, instruments that one
could list are invalid because they also have aedireffect on later firm
performance.} instead of using instrument variables to estimate
two-stage-least-squares regressions, the robustiesss of this thesis include
additional control variables which affect the crtising decision in order to

minimize the self-selection problem of the U.S.ssrdisting.
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Table A
Definition of variables

Variable name

Variable definitions

Dependent variables
Raw Returng

Industrial Adjusted
Returng;

Key independent variables

U.S. Cross-list1

AU.S. Cross-list

ANo. of 10$¢.1

No. of IO,

U.S. Cross-list.1* 4ANo. of
10si -1

Control variables
Raw returng
Raw returng.

BTV 1
Log MKG .1

Turnovert.q

Log pricet1

Age;.1

DVYi11
S&P,11

(USD Equity price of firm i in period t -USD Equity
price of firm i in period t-1) / USD Equity pricd &rm i
in the period t-1.

Raw returns of firm i net of the returns of an dhua
weighted portfolio containing firms in the sameustty
according to the Fama-French 48 industry sectors.

If the firm i has cross-listing on the NYSE, NASDA®
Amex in the previous periodl].S. Cross-list.;equals to
one. Otherwisel).S. Cross-listequals to zero.

If the firm i starts a cross-listed in the currpetiod,
AU.S. Cross-ligt equals to one. OtherwisglJ.S.
Cross-list; equals to zero.

Changes in number of institutional investors affirin
the previous period.

Number of institutional investors of firm i in tlsecond
previous period.

The interaction term df).S. Cross-list., andiNo. of
10S; t.1.

Raw equity returns of firm i in the previous period
Raw equity returns of firm i in the second previous
period.

The book to market ratio of firm i in the previgoeriod.
The natural logarithm of market capitalization in
thousands of U.S. dollar of firm i in the previquesiod.
The ratio of total turnover to total shares outdiag of
firm i in the previous period.

The natural logarithm of the equity price in U.8lldr
of firm i in the previous period.

The number of months since the first price obsémat
of firm i appeared in Compustat in the previousqeer
The dividend yield of firm i in the previous period

S&P, .1 equals to one if the firm i was included in either
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VR t1

Additional control

variables
Sales growth;

Leverage:-1
Proportion of foreign
sales:.1

Log Total assets;

ROA 1

LSE Cross-list1

ALSE Cross-list

LSE Cross-list..* 4ANo. of
10s; 11
Global Cross-list.1

AGlobal Cross-list

Global Cross-list.1*4No.
of 1051

or both of S&P Global 1200 Index or S&P/TSX
Composite Index in the previous period. Otherwise,
S&P, .1 equals to zero.

The variance of monthly returns of firm i of theemty
months before the previous period.

The semi-annual sales growth rate of firm i in the
previous period

Total liabilities of firm i divided by total assets firm i
in the previous period.

The ratio of the foreign sales to total sales whfiin the
previous period.

The natural logarithm of the total assets in thadsaof
USD of firm i in the previous period.

The return on assets in percentage of firm i at the
previous period.

If the firm i has cross-listing on the LSE in theyious
period,LSE Cross-list.; equals to one. OtherwiseSE
Cross-listt.1 equals to zero.

If the firm i starts or stops a LSE cross-listinghe
current periodJLSE Cross-lisequals to one or negative
one respectively. Otherwisgl SE Cross-lisequals to
zero.

The interaction term dfSE Cross-ligt.; and4No. of
10sit-1

If the firm i has listing on exchanges of at |eia&b
countries/regions other than the U.S. exchange4.8ad
in the previous period;lobal Cross-list.; equals to
one. OtherwiseGlobal Cross-list.1 equals to zero.
The first difference oGlobal Cross-list; in the current
period.

The interaction term d&lobal Cross-list.; and4No. of
10st-1
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Table 1

Number of cross-listed on the U.S. exchanges, [88H,non-cross-listed firms

Firms with

cross-listing on

Firms without Firms with U.S. Firms with a LSE  exchanges other
Country cross-listing in the cross-listing in the cross-listing in the than the U.S. Total
sample period sample period sample period exchanges and
LSE in the sample
period

Austria 63 0 0 8 71
Austrialia 1,407 39 68 1,517
Belgium 110 2 1 10 122
Canada 1,987 144 17 1 2,147
Swizerland 170 5 2 16 188
Germany 673 6 8 9 692
Denmark 116 1 0 5 122
Spain 102 2 3 17 119
Finland 99 1 2 8 109
France 622 8 3 32 660
United Kingdom 1,427 24 0 80 1,521
Greece 240 1 4 1 244
Hong Kong 162 4 2 11 177
Ireland 4 4 43 0 49
Italy 201 4 1 10 215
Japan 3,305 9 8 13 3,329
Luxemburg 14 3 5 9 27
Netherland 83 4 4 16 105
Norway 119 1 1 4 124
New Zealand 93 4 1 14 108
Portugal 39 1 0 3 42
Sweden 310 2 0 11 323
Singapore 504 0 3 14 521
Total 11,850 238 147 360 12,532
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Table 2a

Summary statistics of the whole sample. Table Axghthe definition of the variables.

Variables N mean sd p25 p50 p75
Dependent Variables

Raw returng 116563 0.061092 0.479536 -0.19677 0.001206 0.211728
Industrial adjusted returns 116563 -0.0175 0.406736 -0.23251 -0.05965 0.122163
Key Independent Variables

ANo. of 104 116563 1.139864 5.793875 0 0 1

No. of 0., 116563 9.970428 16.60431 0 3 12

U.S. Cross-list 116563 0.019432 0.138037 0 0 0
AU.S. Cross-list 116563 0.000292 0.017077 0 0

U.S. Cross-list..*4No. of 10s., 116563 0.094764 2.041082 0 0

Control Variables

Price 1 116563 47.72951 207.5762 0.578722 3.29033 11.5725
Price .- 116563 49.66559 215.4164 0.607745 3.377907 11.72546
Ageit1 116563 229.7714 101.7314 130 281 305
BTVi1 116563 1.027209 0.951609 0.397938 0.775386 1.326852
DVYi1 116563 0.01031 0.021527 0 0 0.012387
Turnover 4 116563 0.050133 0.072289 0.00748 0.023516 0.062268
VRit1 116563 0.036994 0.060664 0.006679 0.015597 0.039479
MKC 1 116563 892024.6 2936685 20474.15 77303.23 357595.2
Additional Control Variables

Sales growthy; 116563 0.046966 0.414588 0 0 0.016925
Leverage: 88796 0.476477 0.259403 0.28323 0.488528 0.651356
Proportion of foreign sales; 116563 0.167988 0.3249 0 0 0.134701
Total assets.; 116509 1414993 4638484 29835 141992 608849
ROA 11 112449 -1.19971 18.48483 -4.77 2.94 7.91
LSE Cross-list, 116563 0.009368 0.096336 0 0 0
ALSE Cross-list 116563 9.44E-05 0.019648 0 0 0

LSE Cross-list* 4No. of I0g;., 116563 0.021388 0.88584 0 0 0
Global Cross-list.1 116563 0.019783 0.139256 0 0 0
AGlobal Cross-list; 116563 0.000841 0.03818 0 0 0
Global Cross-list..*ANo. of 10, 116563 0.052435 1.594028 0 0 0
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Table 2b

Summary statistics of firms without cross-listingritig the sample period. Table A shows the
definition of the variables.

Variable N mean sd p25 p50 p75
Dependent Variables

Raw returng 110019 0.058251 0.477505 -0.19745 -0.0014 0.207081
Industrial adjusted returns 110019 -0.01815 0.406387 -0.23296 -0.06074 0.120938
Key Independent Variables

ANo. of 10$.; 110019 1.016515 5.304493 0 0 1

No. of 10s;., 110019 9.091166 15.13061 0 3 11

U.S. Cross-list., 110019 0 0 0 0 0

4U.S. Cross-list 110019 0 0 0 0 0

U.S. Cross-list.;*4No. of 10g.; 110019 0 0 0 0 0
Control Variables

Price i1 110019 48.68996 210.1356 0.562187 3.203489 11.12925
Price ., 110019 50.7584 218.3263 0.590034 3.303817 11.29395
Age;t1 110019 230.8201 101.4566 134 281 305
BTV 110019 1.045691 0.958527 0.409674 0.796504 1.351426
DVYiw1 110019 0.010358 0.021636 0 0 0.012427
Turnover;.; 110019 0.048567 0.071542 0.007148 0.022334 0.059175
VRit1 110019 0.037115 0.06102 0.006662 0.015493 0.039412
MKC 1 110019 678831.4 2273815 19353.94 71110.26 312969.1
Additional Control Variables

Sales growthy.; 110019 0.043458 0.402687 0 0 0.005103
Leveragg:., 82735 0.480053 0.258766 0.288897 0.491338 0.653034
Proportion of foreign saleg, 110019 0.158696 0.315769 0 0 0.108075
Total assets.; 109967 1121573 3736357 28599 134413 552559
ROAt1 106075 -1.22269 18.46949 -4.66 2.93 7.85
LSE Cross-listy 110019 0 0 0 0 0

ALSE Cross-list 110019 0 0 0 0 0

LSE Cross-list.1*4ANo. of 10$.; 110019 0 0 0 0 0

Global Cross-lisf;., 110019 0 0 0 0 0
AGlobal Cross-list; 110019 0 0 0 0 0

Global Cross-list.;*4No. of 10$;.; 110019 0 0 0 0 0
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Table 2c

Summary statistics of firms with cross-listing tve tU.S. exchanges during the sample period. Table
A shows the definition of the variables.

Variable N mean sd p25 p50 p75
Dependent Variables

Raw returns 2483 0.114439 0.461622 -0.14084 0.070018 0.273822
Industrial adjusted returns 2483 -0.00902 0.388136 -0.20975 -0.0329 0.145064
Key Independent Variables

ANo. of 10$.; 2483 4.65888 13.39071 0 1 6

No. of 10s., 2483 31.69392 34.07579 3 16 55

U.S. Cross-list., 2483 0.912203 0.283057 1 1 1
4U.S. Cross-list 2483 0.013693 0.116237 0 0 0

U.S. Cross-list.;*4No. of 10g;.; 2483 4.448651 13.27673 0 1 5
Control Variables

Price i1 2483 37.96607 174.0679 3.449734 10.62416 26.05506
Price ., 2483 37.33478 173.6229 3.276782 10.28024 24.54398
Age;t1 2483 216.6589 88.20172 134 263 293
BTV 2483 0.564182 0.527245 0.249253 0.43115 0.713606
DVYiw1 2483 0.009781 0.018697 0 0 0.013487
Turnover;.; 2483 0.082578 0.075235 0.031006 0.063317 0.107946
VRit1 2483 0.027495 0.043143 0.005991 0.01428 0.032254
MKC 1 2483 6428892 8211339 2246254 1778528 1.08E+07
Additional Control Variables

Sales growthy.; 2299 0.101785 0.454682 -0.03585 0.017954 0.177372
Leverageg:., 2228 0.415356 0.239996 0.225335 0.42502 0.580937
Proportion of foreign saleg; 2299 0.340077 0.413785 0 0 0.774495
Total assets.; 2483 8216153 12054374 145862 1534681 12303000
ROAt1 2269 2.48825 16.61383 -2.77 5.57 10.77
LSE Cross-list.y 2483 0.11078 0.485058 -0.03343 0.011934 0.176873
ALSE Cross-list 2401 0.403568 0.244688 0.204987 0.405593 0.574585
LSE Cross-list.1*4ANo. of 10$.; 2483 0.331444 0.413094 0 0 0.768397
Global Cross-lisf;., 2483 8216153 1.21E+07 145862 1534681 1.23E+07
AGlobal Cross-list; 2448 1.5396 17.59311 -4.255 4.9 10.69
Global Cross-list.;*4No. of 10$;.; 2483 0.11078 0.485058 -0.03343 0.011934 0.176873
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Table 2d

Summary statistics of firms with cross-listing o8& during the sample period. Table A shows the
definition of the variables.

Variable N mean sd p25 p50 p75
Dependent Variables

Raw returns 1353 0.10991 0.556594 -0.21867 0.050118 0.31344
Industrial adjusted returns 1353 -0.01746 0.443147 -0.2625 -0.04551 0.138908
Key Independent Variables

ANo. of 10$.; 1353 2.13969 8.429599 -1 0 3

No. of 10s., 1353 18.81227 22.82705 2 10 28

U.S. Cross-list., 1353 0.105691 0.307556 0 0 0
4U.S. Cross-list 1353 0 0 0 0 0

U.S. Cross-list.;*4No. of 10g;.; 1353 0.521803 4.911465 0 0 0
Control Variables

Price i1 1353 23.81744 139.8494 0.309605 1.95214 10.11414
Price ., 1353 23.33747 138.6742 0.323867 2.161466 10.24184
Age;t1 1353 188.4974 116.5644 64 263 299
BTV 1353 0.835828 0.951716 0.320453 0.535779 0.931299
DVYiw1 1353 0.00791 0.018197 0 0 0.007663
Turnover;.; 1353 0.062912 0.072736 0.012128 0.039634 0.090075
VRit1 1353 0.042092 0.054663 0.008726 0.024009 0.054267
MKC 1 1353 3664181 6832954 39235.5 211637.1 2967416
Additional Control Variables

Sales growthy.; 1353 0.105754 0.643091 -0.07581 0 0.164496
Leverageg:., 1268 0.411025 0.277638 0.14552 0.418668 0.624288
Proportion of foreign saleg; 1353 0.419725 0.449895 0 0.174901 1
Total assets.; 1351 5771457 11056068 29847 204295 3665580
ROAt1 1303 -3.5404 20.467 -10.06 1.31 7.72
LSE Cross-list.y 1353 0.807095 0.394725 1 1 1
ALSE Cross-list 1353 0.00813 0.182258 0 0 0

LSE Cross-list.1*4ANo. of 10$.; 1353 1.842572 8.018445 0 0 3
Global Cross-lisf;., 1353 0.070953 0.256842 0 0 0
AGlobal Cross-list; 1353 0.004435 0.085888 0 0 0
Global Cross-list.;*4No. of 10$;.; 1353 0.224686 3.440932 0 0 0
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Table 2e

Summary statistics of firms with cross-listing ortlkeanges other than the U.S. exchanges and LSE

during the sample period. Table A shows the dédinibf the variables.

Variable N mean sd p25 p50 p75
Dependent Variables

Raw returns 3366 0.096283 0.497831 -0.19418 0.042608 0.279134
Industrial adjusted returns 3366 0.00037 0.397212 -0.21464 -0.03483 0.1363
Key Independent Variables

ANo. of 10$.; 3366 2.98574 10.93185 -1 1 5

No. of 10s., 3366 25.34195 28.83674 3 13 40

U.S. Cross-list., 3366 0.113785 0.317597 0 0 0
4U.S. Cross-list 3366 0.000297 0.017236 0 0 0

U.S. Cross-list.;*4No. of 10g;.; 3366 0.703506 6.173184 0 0 0
Control Variables

Price i1 3366 40.36555 182.2764 0.767853 4.790886 23.47498
Price ., 3366 40.2069 182.2322 0.768639 4.822763 23.24881
Age;t1 3366 229.5799 105.6649 119 281 305
BTV 3366 0.771003 0.80653 0.297969 0.53062 0.964567
DVYiw1 3366 0.011277 0.021242 0 0 0.01595
Turnover;.; 3366 0.0834 0.086668 0.021912 0.05945 0.114809
VRit1 3366 0.033444 0.057199 0.006137 0.014814 0.036104
MKC 1 3366 5132924 7901349 91141.05 652312.3 6428457
Additional Control Variables

Sales growthy.; 3366 0.09447 0.584159 -0.06484 0 0.150774
Leverageg:., 3018 0.471058 0.259475 0.261446 0.502954 0.665169
Proportion of foreign saleg; 3366 0.300245 0.416193 0 0 0.721981
Total assets.; 3366 7773515 12282843 95683 807433 9966112
ROAt1 3280 0.121439 17.89697 -3.43 3.94 9.165
LSE Cross-list.y 3366 0.046643 0.210904 0 0 0
ALSE Cross-list 3366 0.000891 0.038537 0 0 0

LSE Cross-list.1*4ANo. of 10$.; 3366 0.173203 2.828638 0 0 0
Global Cross-lisf;., 3366 0.685086 0.464551 0 1 1
AGlobal Cross-list; 3366 0.029115 0.222873 0 0 0
Global Cross-list.;*4No. of 10$;.; 3366 1.815805 9.209431 0 0 2
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Table 2f

Time series of number of firms cross-listed onafiéht exchanges.

Number of firms
cross-listed on

Number of firms
cross-listed on

Number of firms
had at least listed
on exchanges of
two countries

Total number of

the U.S. London Stock other than the firms
exchanges Exchanges U.S. exchanges
and London
Stock Exchange
2005 2nd half 175 67 130 8,238
2006 1st half 183 78 146 8,863
2006 2nd half 196 87 160 9,326
2007 1st half 199 92 172 10,074
2007 2nd half 206 98 178 10,534
2008 1st half 210 106 206 10,915
2008 2nd half 214 109 227 11,301
2009 1st half 215 110 251 11,526
2009 2nd half 219 111 269 11,739
2010 1st half 220 115 275 11,955
2010 2nd half 228 119 292 12,092
2011 1st half 231 121 302 12,092
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Table 29

Summary statistics of the time series of the Ut8ss:listing dummy, LSE cross-listing dummy and
global cross-listing dummy in each period.

U.S. cross-listing dummy (Number of N mean sd p25 50 p p75
2005 2nd half 8238 0.021243 0.144202 0 0 0
2006 1st half 8863 0.020648 0.14221 0 0 0
2006 2nd half 9326 0.021017 0.143447 0 0 0
2007 1st half 10074 0.019754 0.13916 0 0 0
2007 2nd half 10534 0.019556 0.138474 0 0 0
2008 1st half 10915 0.01924  0.137372 0 0 0
2008 2nd half 11301 0.018936 0.136306 0 0 0
2009 1st half 11526 0.018654 0.135304 0 0 0
2009 2nd half 11739 0.018656 0.135312 0 0 0
2010 1st half 11955 0.018402 0.134407 0 0 0
2010 2nd half 12092 0.018855 0.13602 0 0 0
2011 1st half 12092 0.019104 0.136895 0 0 0
LSE cross-listing dummy N mean sd p25 p50 p75
2005 2nd half 8238 0.0081330.089821 0 0 0
2006 1st half 8863 0.008801 0.093403 0 0 0
2006 2nd half 9326 0.009329 0.096139 0 0 0
2007 1st half 10074 0.009132 0.095131 0 0 0
2007 2nd half 10534 0.009303 0.096008 0 0 0
2008 1st half 10915 0.009711 0.098071 0 0 0
2008 2nd half 11301 0.009645 0.097739 0 0 0
2009 1st half 11526 0.009544 0.097229 0 0 0
2009 2nd half 11739 0.009456 0.096784 0 0 0
2010 1st half 11955 0.009619 0.09761 0 0 0
2010 2nd half 12092 0.009841 0.098718 0 0 0
2011 1st half 12092 0.010007 0.099535 0 0 0
Global cross-listing dummy N mean sd p25 p50 p75
2005 2nd half 8238 0.015781 0.124633 0 0 0
2006 1st half 8863 0.016473 0.127293 0 0 0
2006 2nd half 9326 0.017156 0.129861 0 0 0
2007 1st half 10074 0.017074 0.129552 0 0 0
2007 2nd half 10534 0.016898 0.128894 0 0 0
2008 1st half 10915 0.018873 0.136083 0 0 0
2008 2nd half 11301 0.020087 0.140303 0 0 0
2009 1st half 11526 0.021777 0.145961 0 0 0
2009 2nd half 11739 0.022915 0.149639 0 0 0
2010 1st half 11955 0.023003 0.149919 0 0 0
2010 2nd half 12092 0.024148 0.153516 0 0 0
2011 1st half 12092 0.024975 0.156056 0 0 0
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Table 3
The effect of U.S. cross-listing and institutionatnership level on raw returns.
This table presents the ordinary least squaresssmm results on the effects of U.S. cross-listind

institutional ownership level on raw returns. Thependent variable is Raw retugnsvhich is the

USD semi-annual raw equity returns. Table A shdvesdefinition of the independent variables. All
the regressions include the Fama-French 48 indlistimmies, country dummies and semi-annual
time dummies. t-statistics according to firm clustebust standard error are in the parenthesis.

Significance level notations arg < 0.10,” p< 0.05,” p < 0.01.

Law origin Law origin
(Whole (Common-law) (Non-common- (Whole (Common-law) (Non-common-
sample law) sample law)
1) (2) 3) 4) (5) (6)
Raw returns Raw returns Raw returns Raw returns Raw returns rRawns
AU.S. Cross-list 0.179 0.223 -0.0995
(1.76) (2.22) (-0.34)
U.S. Cross-list, 0.0176 0.0319" -0.00135
(1.96) (2.90) (-0.09)
ANo. of 10s4 0.000349 0.00143" 0.000246 0.000115 0.00170 0.000101
(1.73) (5.41) (0.80) (0.53) (3.88) (0.32)
No. of 10s., 0.00133" 0.00158" 0.000371" 0.00131" 0.00153" 0.000371"
(13.26) (11.30) (2.90) (12.93) (10.80) (2.91)
U.S. Cross-list,* 0.00167" 0.00172" 0.00210
ANo. of 10%4 (3.19) (2.83) (2.45)
Raw returng., -0.0110" -0.00893 0.0170" -0.0110" -0.00895 0.0170"
(-2.75) (-1.69) (3.17) (-2.77) (-1.69) (3.18)
Raw returng., 0.0113"7 0.0323" 0.00258 0.0113 0.0324" 0.00266
(3.00) (6.22) (0.52) (3.01) (6.23) (0.53)
Log price.. -0.0170” -0.0416" -0.00533" -0.0171" -0.0415" -0.00532"
(-17.60) (-18.08) (-5.85) (-17.68) (-18.06) (-5.84)
S&P 1 0.0357" 0.0359" 0.0257" 0.0321" 0.0289" 0.0248"
(7.45) (4.42) (5.09) (6.60) (3.52) (4.73)
Agei 1 0.000108" 0.0000883" 0.000171" 0.000108" 0.0000868" 0.000170"
(5.43) (3.11) (6.65) (5.37) (3.05) (6.63)
VR 1 0.0852° -0.0698 0.0505 0.0866 -0.0687 0.0501
(2.31) (-1.60) (0.81) (2.34) (-1.58) (0.80)
BTV, 0.0632" 0.0660" 0.0507" 0.0631" 0.0659" 0.0507"
(26.89) (18.31) (19.42) (26.84) (18.28) (19.42)
Log MKC; 4 -0.00721" 0.00262 -0.00126 -0.00727 0.00208 -0.00120
(-6.61) (1.25) (-1.09) (-6.65) (0.98) (-1.05)
Turnover, ., -0.0956 -0.128" -0.0721" -0.0939" -0.124" -0.0719"
(-4.30) (-3.16) (-3.06) (-4.21) (-3.05) (-3.05)
DVYi1 0.333" -0.0724 0.626 0.338" -0.0567 0.626
(5.60) (-0.66) (9.60) (5.67) (-0.52) (9.60)
Adjusted R 0.258 0.325 0.205 0.258 0.325 0.205
N 116563 53779 62784 116563 53779 62784
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Table 4

The effect of U.S. cross-listing and institutionatnership level on raw returns, sub-sample analyses
Firm age and dividend yield.
This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind

institutional ownership level on raw returns wigllissamples. Columns 1 and 2 report the results of

sub-sample with sample period mean age lower agftehithan the sample period median

respectively. Columns 3 and 4 report the resulsubtsample with sample period mean dividend
yield lower and higher than the sample period medéspectively. The dependent variable is Raw
returng;, which is the USD semi-annual raw equity retuifeble A shows the definition of the
independent variables. All the regressions inchhdeFama-French 48 industrial dummies, country
dummies and semi-annual time dummies. t-statisticerding to firm cluster robust standard error

are in the parenthesis. Significance level notatiare p < 0.10,” p<0.05,” p < 0.01.

Firm age Dividend yielc
(Low) (High) (Low) (High)
(1) (2 ) (4)
Rawreturn: Rawreturn: Rawreturn: Rawreturn:
A U.S, Croselist;; 0.26C -0.10¢ 0.227 0.12]
(2.53 (-0.56 (1.82 (1.03
U.S.Croselist; q 0.057¢" -0.00064: 0.049¢™ -0.0054:
(3.89 (-0.06’ (3.23 (-0.67
ANo. of ICs 4 0.0013/ -0.0011¢” 0.0011%" -0.0014”
(1.82 (-6.05' (2.41 (-7.16
No. of ICs;;» 0.0026:™ 0.00053(™ 0.0024"™ 0.00031"
(9.15 (5.56 (11.15 (3.24
U.S. Cross-list,* A 0.0025(" 0.0019¢™ 0.0023¢" 0.0019:™
No. of 1051 (2.27 (3.92 (1.99 (4.19
Rawreturns ., -0.0094! 0.030¢" -0.0065: 0.030¢”
(-1.61 (6.29' (-1.31 (5.52
Rawreturns .., 0.031¢ -0.00053! 0.028¢ -0.016¢
(553, (-0.12 (5.98 (-3.36_
Log price .1 -0.040¢ -0.0081¢ -0.024¢ -0.0067¢
(-15.54 (-8.77 (-16.80 (-6.13
S&Pi 1 0.070¢ 0.017: 0.062¢ -0.00014
(5.50' (3.73 (5.99 (-0.03
AgEi 1 -0.00013™ -0.00063™ 0.000092"™" 0.000033
(-2.98 (-7.05 (3.60' (0.60'
VFi1 -0.045¢ -0.030( 0.033: 0.070:
(101, (049, (081, (087,
BTVii1 0.075( 0.053¢ 0.072¢ 0.052¢
(17.26 (22.17 (21.00 (18.29
Log MKC; 1 -0.0114” -0.0012- -0.017” 0.0013¢
(-4.17 (-1.15 (-9.58 (1.17
Turnove ;4 -0.17:" -0.043¢ 0177 0.044:
(-3.66 (-1.93 (-5.60' (154
DVYi1 0.29( 0.42¢ 0.36¢ 0.45:
(1.22 (6.86' (1.14 (7.11
Adjusted P 0.30¢ 0.25: 0.27: 0.28¢
N 3835( 7821° 5827 5828¢
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Table 5

The effect of U.S. cross-listing and institutionalnership level on raw returns of firms from
different legal origin regions, sub-sample analy&@sn age.

This table presents the ordinary least squaresssmgm results on the effects of U.S. cross-listind
institutional ownership level on raw returns wigllissamples. Columns 1 and 2 report the results of
common-law firm sample with sample period meanlager and higher than the sample period
median respectively. Columns 3 and 4 report theltesf non-common-law firms sample with
sample period mean age lower and higher than thelsgperiod median respectively. The dependent
variable is Raw returps which is the USD semi-annual raw equity retufireble A shows the
definition of the independent variables. All thgnessions include the Fama-French 48 industrial
dummies, country dummies and semi-annual time d@sntistatistics according to firm cluster
robust standard error are in the parenthesis. fiignce level notations arep < 0.10,” p< 0.05,”

p <0.01.
Law origin
(Commor-law) (Non-commot-law)
Firm age Firm age
(Low) (High) (Low) (High)
1) (2) 3) (4)
Rawreturn: Rawreturn: Rawreturn: Rawreturn:
U.S.Cros«list; ., 0.053¢" 0.014: 0.117 -0.011;
(3.52 (0.99 (1.76' (-0.77
ANo. of ICs;¢4 0.0014¢" 0.00042: 0.0011¢ -0.00031
(1.96 (1.53 (0.46' (-1.10
No. of ICs;;» 0.0025.™ 0.0011¢™ 0.0019." 0.000096
(8.21 (7.92 (2.41 (0.78
U.S. Cross-list,* A 0.0025¢ 0.0017:" -0.0043( 0.0022¢”
No. of 10s;,1 (2.28 (3.08 (-0.67 (2.72
Rawreturns ., -0.011% 0.036¢ 0.033C" 0.0157"
(-1.79 (4.00 (2.22 (2.74
Rawreturns ., 0.031¢ 0.037¢ 0.0035! 0.0063
(4.98 (4.53 (0.26' (1.23
Log price .1 -0.050¢™ -0.024¢” -0.021¢” -0.0048¢”
(-15.64 (-8.32 (-5.95 (-5.18
S&Pi1 0.067: -0.0047; -0.167 0.020:
(4.94 (-0.52 (-1.83 (3.91
AgEi 1 -0.00010" -0.0025:™ -0.00015: 0.00022"
(-2.17 (-13.93 (-1.50 (2.21
VFi1 -0.0927 -0.15( 0.034: 0.0027-
(-1.90, (157, (.31 (.04
BTV 0.072° 0.052( 0.070¢ 0.049¢
(15.19 (10.46 (7.62 (18.73
Log MKCi 1 -0.0046¢ 0.0025: -0.0114" 0.0010:;
(-1.45 (0.99 (-2.09 (0.87
Turnove 4 -0.084¢ -0.20C" -0.312" -0.033:
(-1.45 (-3.96' (-4.54 (-1.35
DVYi.1 0.19( 0.016¢ 2.41( 0.58¢
(0.77 (0.14 (2.72 (8.88
Adjusted P 0.32¢ 0.371 0.227 0.21(
N 3172¢ 2205¢ 662¢ 5616(
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Table 6

The effect of U.S. cross-listing and institutionalnership level on industrial adjusted returns with
additional control variables.

This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on industrial adjusteturns. The dependent variable is Industrial
adjusted returng which is the industrial semi-annual adjusted gougturns calculated by
subtracting the USD raw returns by the returnsnoégually weight industrial portfolio according to
the Fama-French 48 industry sectors. Table A shbeslefinition of the independent variables. All
the regressions include the Fama-French 48 indlistimmies, country dummies and semi-annual

time dummies. t-statistics according to firm clustegbust standard error are in the parenthesis.

Significance level notations arg < 0.10,” p< 0.05,” p< 0.01.
Law origin
(Whole sample) (Common-law) (Non-common-law)
(2) (2) (3)
Industrial adjusted Industrial adjusted Industrial adjusted
returng return: return:
A U.S, Croselist;; 0.161 0.197" -0.10:2
(1.93 (2.25' (-0.38
U.S.Croselist; ; -0.0021 0.0044: -0.0048:
(-0.23 (0.39 (-0.30;
ANo. of ICs 4 -0.00050:" 0.00048I 0.000096.
(-2.19 (1.53 (0.29'
No. of ICs; ., 0.00094(™ 0.0013" 0.00012(
(8.65' (8.25' (0.88
U.S. Cross-list,* A 0.0024¢™ 0.0025¢™ 0.0020™
Na. of 10s;+.1 (4.40 (3.84 (2.47
Rawreturns ., 0.020¢™ 0.028:™ -0.000085
(4.61 (4.42 (-0.01
Rawreturns ., 0.0093¢" 0.038¢" -0.018:"
(2.10 (5.75' (-3.42
Log price .1 -0.017¢" -0.035™ -0.0079™
(-15.30 (-13.01 (-7.16,
S&P 4 0.017: 0.0077: 0.017:
(3.59' (0.96' (3.11
AgEi 1 0.0000083 0.000027 -0.000038
(0.35' (0.81 (-1.24
VFi1 0.066¢ -0.16¢ 0.27¢
(136, (:2:80, (3.26,
BTV, 0.046¢ 0.054: 0.032¢
(12.12 (8.25' (7.85'
Log MKC; 1 -0.0137" 0.0014: -0.027"
(-3.84 (0.24 (-6.38
Turnove i -0.031: -0.012: -0.045(
(-1.33 (-0.26 (-1.82
DVYi 1 0.28¢ 0.057: 0.47(
(432 (0.48 (6.25,
Sales growt s 0.012: 0.014¢ 0.012¢
(3.17 (3.08 (2.24
Leverag; .1 -0.0017: 0.026: -0.0081¢
(-0.18 (1.83 (-0.73
Proportion of foreign 0.010¢ -0.0093¢ 0.024:
salet 1 (2.16 (-1.16 (4.50
Log Total Assets; 0.0068(" -0.0048 0.026¢"
(2.01 (-0.89 (6.44,
ROA 1 0.0018: 0.0012° 0.0035!
(13.82 (7.64 (15.56
Adjusted P 0.038: 0.048¢ 0.087:
N 8651¢ 3553¢ 5098(
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Table 7

The effect of U.S. cross-listing and institutionalnership level on industrial adjusted returns with

additional control variables, sub-sample analyBesi age and dividend yield.

This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on industrial adjusteturns with split samples. Columns 1 and 2 repor
the results of sub-sample with sample period megar@ver and higher than the sample period
median respectively. Columns 3 and 4 report theltesf sub-sample with sample period mean
dividend yield lower and higher than the sampléguemedian respectively. The dependent variable
is Industrial adjusted returpswhich is the industrial semi-annual adjusted sougturns calculated

by subtracting the USD raw returns by the returreqaially weight industrial portfolio according to
Fama-French 48 industry sectors. Table A showsl¢ffiaition of the independent variables. All the
regressions include the Fama-French 48 industniardies, country dummies and semi-annual time

dummies. t-statistics according to firm clusterusistandard error are in the parenthesis.
Significance level notations arg < 0.10,” p < 0.05,

ok

Dividend yielc
(Low) (High) (Low) (High)
1) (2) 3) (4)
Industrial adjusted Industrial adjusted Industrial adjusted Industrial adjusted
return: return: return: returng
A U.S, Croselist; 0.21% -0.098¢ 0.19C 0.043¢
(2.44 (-0.56' (1.87 (0.35'
U.S.Croselist; ., 0.018¢ -0.0098( 0.0075 -0.016¢
(1.27 (-0.80' (0.47 (-1.92
ANo. of ICs; 14 0.00019; -0.0010¢™ 0.00014! -0.0012¢™
(0.25' (-4.94 (0.29' (-5.72
No. of ICsi (., 0.0019(" 0.00045.™ 0.0017¢” 0.00025!"
(6.35' (4.17 (7.72 (2.30
U.S. Cross-list,* ANo. 0.0035¢™ 0.0019¢" 0.0038:™ 0.0019:™
of 10s1 (3.11 (3.27 (3.21 (3.61
Rawreturns; ., 0.021¢™ 0.027." 0.0267" 0.029:™
(2.94 (5.14 (4.41 (4.75
Rawreturns . 0.0377" -0.012" 0.029¢" -0.0298™
(4.90 (-2.41 (4.90 (-5.25,
Log price .1 -0.029¢ -0.012: -0.019¢ -0.014:
(-10.31 (-10.36 (-12.16 (-9.96
S&P 1 0.038:™ 0.015:™ 0.034(™ -0.0020:
(3.15 (3.12 (3.33 (-0.40'
AQEir1 -0.00012{™ -0.00050:™ 0.000034 0.000017
(-2.66, (-5.14 (1.20 (0.30;
VR i1 -0.11¢ 0.144 -0.024¢ 0.204
(188, (189, (045, (201,
BTV,u1 0.054: 0.039¢ 0.050: 0.036¢
(6.82 (9.90 (8.55, (7.96,
Log MKCi 4 -0.012¢ -0.026° -0.018¢ -0.034:
(-1.84 (-6.18 (-3.61 (-6.80
Turnove ;.1 -0.056" -0.019: -0.102™" 0.044(
(-1.03 (-0.80 (-2.98 (150,
DVYi1 -0.054( 0.28¢ -0.11: 0.31¢
(-0.24 (3.95' (-0.33 (4.41
Sales growt; ., 0.010¢" 0.0217" 0.011¢" 0.016¢"
(2.02 (4.11 (2.43 (3.12
Leveragi.i -0.015¢ 0.011+ -0.022¢ 0.0067:
(-0.92 (109 (-1.64 (0.59;
Proportion of foreign -0.0080¢ 0.020" 0.0092: 0.013(
sale; 4 (-0.81 (4.09 (1.16 (2.49
Log Total Assets; -0.0045( 0.024(” 0.0016! 0.036¢ "
(-0.70 (5.90,_ (0.33_ (7.39,
ROA; 11 0.0010: 0.0037: 0.0013¢ 0.0047!
(5.68 (16.21 (8.54 (16.44
Adjusted F 0.034¢ 0.065( 0.032¢ 0.077:
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Table 8

The effect of U.S. cross-listing and institutionatnership level on industrial adjusted returns of
firms from different legal origin regions with adidnal control variables, sub-sample analyses: Firm
age and dividend yield.
This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on industrial adjusteturns with split samples. Columns 1 and 2 repor
the results of sub-sample with sample period megar@ver and higher than the sample period
median respectively. Columns 3 and 4 report theltesf sub-sample with sample period mean
dividend yield lower and higher than the sampléguemedian respectively. The dependent variable
is Industrial adjusted returpswhich is the industrial semi-annual adjusted sougturns calculated

by subtracting the USD raw returns by the returreqaially weight industrial portfolio according to
Fama-French 48 industry sectors. Table A showsl¢ffiaition of the independent variables. All the
regressions include the Fama-French 48 industniardies, country dummies and semi-annual time
dummies. t-statistics according to firm clusterusistandard error are in the parenthesis.
Significance level notations arg < 0.10,” p< 0.05,” p< 0.01.

Firm age Dividend yielc
(Low) (High) (Low) (High)
1) (2) 3) (4)
Industrial adjusted Industrial adjusted Industrial adjusted Industrial adjusted
return: return: return: returng
A U.S, Croselist;; 0.24¢" -0.086: 0.22C 0.073:
(2.81 (-0.49 (2.13 (0.59'
U.S.Croselist; q 0.040." -0.0032¢ 0.025: -0.0083
(2.73 (-0.28 (1.63 (-0.99
ANo. of ICs 4 0.00060: -0.0011™ 0.00040! -0.0013¢™
(0.84 (-5.98 (0.88 (-6.78
No. of ICs; ., 0.0021.™ 0.00043(” 0.0018:™ 0.00025(™
(7.49 (4.64 (8.89' (2.70
U.S. Cross-list.,* 0.0032.™ 0.0017"" 0.0036(™ 0.0018.™
ANa. of 108,14 (2.84 (3.09 (3.05 (3.54
Rawreturns ., 0.0117 0.024:™ 0.016" 0.026("
(1.83 (5.10 (3.27 (4.75
Rawreturns ., 0.025¢" -0.010:” 0.0227" -0.0287"
(4.16 (-2.25, (438 (-5.71
Log price .1 -0.035; -0.0093: -0.021: -0.0089(
(-13.70 (-9.81 (-15.30 (-7.92,
S&P 4 0.053¢ 0.017: 0.050: -0.00084!
(4.49 (3.73 (5.12 (-0.18
AgEi 1 -0.00012™" -0.00033™ 0.000046" 0.0000012
(-2.93 (-3.89 (1.85 (0.02
VFi1 -0.060¢ 0.073¢ 0.00050! 0.141
(129, (120, (0.01, (178,
BTV 0.059( 0.040: 0.057: 0.038¢
(10.79 (14.31 (14.19 (11.48
Log MKC; 1 -0.011" -0.0245™ -0.015 -0.027¢™
(-2.32 (-8.52 (-4.34 (-8.73
Turnove ;4 -0.090¢ -0.021¢ -0.12:" 0.046:
(-1.90 (-1.02 (-4.01 (170,
DVYi 1 0.25¢ 0.281 0.16¢ 0.32¢
(1.16, (4.60 (0.53 (5.14
Sales growt 4 0.013: 0.021( 0.013¢ 0.017¢
(2.53 (4.16 (2.88 (3.38
Leveragg,. -0.0039: 0.0217" 0.0097: 0.016¢ "
(-0.41 (4.60 (1.31 (3.48
Proportion of -0.0021: 0.020¢™ -0.0024: 0.0287"
foreign sale; (-0.48 (7.89, (-0.73 (9.38
Log Total Asse; ., 0.0011( 0.0030° 0.0013¢ 0.0036¢
(7.29 (18.16 (10.10 (18.93
Adjusted P 0.037¢ 0.063: 0.035¢ 0.074:
N 3478; 7766 54507 5794;
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Table 9

The effect of U.S. cross-listing and institutionalnership level on industrial adjusted returns with
additional control variables of London Stock Exaparrross-listing.

This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on industrial adjusteturns. The dependent variable is industrial
adjusted returng which is the semi-annual industrial adjusted gougturns calculated by
subtracting the USD raw returns by the returndefaqually weight industrial portfolio according to
Fama-French 48 industry sectors. Table A showsl¢ffiaition of the independent variables. All the
regressions include the Fama-French 48 industniardies, country dummies and semi-annual time
dummies. t-statistics according to firm clusterusistandard error are in the parenthesis.

ok

Significance level notations arg < 0.10,” p< 0.05,” p< 0.01.

Law origin
(Whole sample (Commot-law) (Non-commor-law)
(2) (2) (3)
Industrial adjusted Industrial adjusted Industrial adjusted
returng return: return:
AU.S.Croselist; 0.1827 0.22¢" -0.089:
(2.11 (2.58 (-0.33
U.S.Cros«list; ., 0.0080¢ 0.023¢" -0.0057(
(0.92 (2.22 (-0.36
ALSECros«list;, 0.11: 0.12¢ 0.093¢
(1.23 (1.19 (0.62
LSE Crosslistj ., 0.028: 0.034¢ 0.028¢
(1.62 (1.26' (1.29
ANo. of ICs 4 -0.00027- 0.00027; 0.00026:
(-1.32 (0.96, 0.91
No. of ICs;;» 0.0010° 0.0012: 0.00040!
(11.13 (9.13 (3.34
U.S. Cross-list.,*4 0.0022¢" 0.0023¢” 0.0025™
No. of 10s;,1 (4.00 (3.64 (2.37
LSE Cross-list. *4 0.00040 0.0012! -0.0014¢
Na. of 10s;.1 (0.21*;* (0.65;* (—0.4%;*
Rawreturns; ; 0.012¢ 0.012: 0.016¢
(3.25' (2.34 (3.12
Rawreturns ., 0.012¢" 0.0317" 0.00017:
(3.43 (5.95' (0.04
Log price .1 -0.015¢” -0.038™ -0.0048™
(-17.17 (-17.43 (-5.51
S&Pi 4 0.025: 0.022¢ 0.020¢
(5.50° (2.92 (4.03
AgEi1 0.000088™ 0.000067" 0.00016"™
(4.56' (2.46' (6.52
VFi1 0.010¢ -0.12¢" 0.039:
(0,31, (281, (0.65,
BTV, 0.053¢ 0.055’ 0.048:
(23.90 (15.73 (19.05
Log MKC; 1 -0.0063¢™ 0.0016° -0.00087:
(-6.15' (0.81 (-0.78
Turnove ;4 -0.0627" -0.058¢ -0.078¢"
(-2.94 (-1.47 (-3.43
DVY,i .1 0.41¢€ 0.15: 0.63:2
(7.10 (1.42 (9.71
Adjusted I 0.033( 0.041f 0.072:
N 11656: 5377¢ 6278¢
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Table 10

The effect of U.S. cross-listing and institutionalnership level on industrial adjusted returns with
additional control variables of London Stock Excp@cross-listing, sub-sample analyses: Firm age
and dividend yield
This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on industrial adjusteturns with split samples. Columns 1 and 2 repor
the results of sub-sample with sample period megar@ver and higher than the sample period
median respectively. Columns 3 and 4 report theltesf sub-sample with sample period mean
dividend yield lower and higher than the sampléguemedian respectively. The dependent variable
is Industrial adjusted returpswhich is the industrial adjusted semi-annual sgugturns calculated

by subtracting the USD raw returns by the returreqaially weight industrial portfolio according to
Fama-French 48 industry sectors. Table A showsl¢ffiaition of the independent variables. All the
regressions include the Fama-French 48 industniardies, country dummies and semi-annual time
dummies. t-statistics according to firm clusterusistandard error are in the parenthesis.
Significance level notations arg < 0.10,” p< 0.05,” p< 0.01.

Dividend yielc
(Low) (High) (Low) (High)
(1) (2) (3) (4)
Industrial adjusted  Industrial adjusted  Industrial adjusted  Industrial adjusted
returng return: return: return:
AU.S.Croselist;, 0.25¢" -0.099¢ 0.2377 0.092;
(.89 (-0.57 (2.20" (0.78
U.S.Croselist; ., 0.047: -0.0029¢ 0.033: -0.0080:
(3.32 (-0.28 (2.20 (-0.98'
ALSECros«list;, 0.107 0.19¢" 0.11: 0.141
(1.03 (238 (1.10 (1.48
LSE Cros«list; 4 0.026: 0.040: 0.022: 0.039¢
(0.87 (2.06' (0.76' (2.70
ANo. of ICs, 14 0.00057! -0.0010¢™ 0.00053: -0.0013"
(0.83 (-5.53 (1.18 (-6.53
No. of ICs;.» 0.0021(™ 0.00050:" 0.0019:.™ 0.00031™"
(7.57 (5.43 (9.27 (3.36'
U.S. Cross-list,*4 0.0034.” 0.00177" 0.0037(" 0.0019:™
Na. of 10s;1 (3.01 (3.08 (3.07 (3.71
LSE Cross-list.*4 -0.00065! 0.00091- 0.00081! 0.000088
Na. of 10s; 4 (-0.13 (0.69 (0.20' (0.06'
Rawreturns; ., 0.0094: 0.034." 0.016€" 0.034(™
(164 (7.15 (3.43 (6.22
Rawreturns ., 0.031° -0.0022( 0.028¢ -0.018:
(5.49 (-0.49 (5.94 (-3.72
Log price .1 -0.0377" -0.0076¢™ -0.0228™ -0.0062."
(-15.20 (-8.47 (-16.38 (-5.79
S&P 1 0.063¢ 0.012¢ 0.054¢ -0.0027!
(5.23 (2.72 (5.48 (-0.59'
AgQEi 1 -0.00013™ -0.00033{™ 0.000077™ 0.000019
(-3.14 (-3.86 (3.16' (0.36'
VR i1 -0.0847 -0.062: -0.030¢ 0.033t
(189, (-1.06, (077, (043,
BTV,u1 0.061¢ 0.051: 0.059¢ 0.049¢
(14.52 (21.64 (18.10 (17.70
Log MKC; 1 -0.010™ -0.00085! -0.014¢™ 0.0012¢
(-3.92 (-0.82 (-8.61 (1.14
Turnove ;.1 -0.117 -0.0447" -0.147" 0.038:
(-2.55, (-2.01 (-4.65 (1.36,
DVYi1 0.40¢ 0.43¢ 0.53¢ 0.444
(1.81 (7.07 (1.71 (7.00
Adjusted F 0.036¢ 0.052( 0.032; 0.060:
N 3835( 7821: 5827 5828¢
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Table 11

The effect of U.S. cross-listing and institutionalnership level on industrial adjusted returns with
additional control variables of London Stock Exaparross-listing and global cross-listing.

This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on industrial adjusteturns. The dependent variable is industrial
adjusted returng which is the semi-annual industrial adjusted gougturns calculated by
subtracting the USD raw returns by the returndefaqually weight industrial portfolio according to
Fama-French 48 industry sectors. Table A showsl¢ffiaition of the independent variables. All the
regressions include the Fama-French 48 industniardies, country dummies and semi-annual time
dummies. t-statistics according to firm clusterusistandard error are in the parenthesis.

ok

Significance level notations arg < 0.10,” p< 0.05,” p< 0.01.

Law origin
(Whole sample (Commor-law) (Non-commot-law)
1) 2) 3)
Industrial adjuste return: Industrial adjuste returns Industrial adjuste return:
A U.S.Cros«list; 0.182" 0.22€" -0.086"
(2.11 (2.58 (-0.33
U.S.Crosslistjy g 0.0077! 0.023t -0.0041-
(0.88 (2.18 (-0.27
ALSECros«list;, 0.11¢ 0.12¢ 0.088:
(1.25 (1.19 (0.60
LSE Cros«list; i1 0.028: 0.033( 0.029(
(1.60 (1.21 (1.29
AGlobal Croselist;; 0.11¢" 0.217" -0.036(
(3.39 (4.19 (-1.01
Global Cros«list; ;.1 -0.00077: 0.010¢ -0.0096:
(-0.08 (0.70 (-0.91
ANo. of ICsj; -0.00029:i 0.00024. 0.00030t1
(-1.40 (0.85, (1.02)
No. of ICs;1., 0.0010° 0.0012- 0.00042!
(11.06 (9.07 (3.42
U.S. Cross-list,*4 No. of 0.0022¢" 0.0023:™ 0.0026"
10S; 11 (3.94 (3.49 (2.45
LSE Cross-list..*4 No. of 0.00033: 0.0011: -0.0013:
10s; .1 (0.17 (0.59 (-0.36
Global Cross-listi,t-1% No. of 0.00023! 0.000191 -0.00050:
|Osi,t-1 (0.37 (0.21 (-0.56
Rawreturns ;¢ 0.012¢ 0.012( 0.016¢
(3.23 (2.30 (3.13
Rawreturns ., 0.012¢™ 0.031(" 0.000109.
(3.41 (5.94 (0.04,
Log price ., -0.015¢ -0.038¢ -0.0048¢
(-17.17 (-17.40 (-5.52
S&Pi1 0.025: 0.023: 0.021«
(5.49 (2.96 (4.16
AgEi 1 0.000088™ 0.000069 0.00016:™
(4.58 (2.52, (6.50
VRit1 0.010¢ -0.12( 0.039¢
(030, (282, (066,
BTVii1 0.053¢ 0.055¢ 0.048:
(23.88 (15.70 (19.05
Log MKCi 1 -0.0063¢™ 0.0014¢ -0.00087!
(-6.14 (0.72 (-0.78
Turnove ;4 -0.062." -0.057. -0.078¢"
(-2.91 (-1.42 (-3.42
DVY; 1 0.41¢ 0.15( 0.631
(7.10 (1.40 (9.70
F-test of whether the coefficients 04U.S.Cros«list;; and4Global Cros«list;; are equz
P-value of the F-tes 0.499- 0.929° N/A
Adjusted I 0.03¢ 0.041¢ 0.072:
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11656: 5377¢ 6278¢
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Table 12

The effect of U.S. cross-listing and institutionalnership level on industrial adjusted returns with
additional control variables of London Stock Exaparrross-listing and global cross-listing,
sub-sample analyses: Firm age and dividend yield.

This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on industrial adjusteturns with split samples. Columns 1 and 2 repor
the results of sub-sample with sample period megar@ver and higher than the sample period
median respectively. Columns 3 and 4 report theltesf sub-sample with sample period mean
dividend yield lower and higher than the sampléguemedian respectively. The dependent variable
is Industrial adjusted returpswhich is the industrial adjusted semi-annual sgugturns calculated

by subtracting the USD raw returns by the returreqaially weight industrial portfolio according to
Fama-French 48 industry sectors. Table A showsl¢ffiaition of the independent variables. All the
regressions include the Fama-French 48 industniardies, country dummies and semi-annual time
dummies. t-statistics according to firm clusterusistandard error are in the parenthesis.
Significance level notations arg < 0.10,” p< 0.05,” p< 0.01.

Firm age Dividend yielc
(Low) (High) (Low) (High)
(1) (2) 3) (4)
Industrial adjusted  Industrial adjusted  Industrial adjusted  Industrial adjusted
returng return: return: return:
A U.S.Cros«list; 0.26C -0.099( 0.2377 0.092:
(2.90. (-0.57 (2.21 (0.77
U.S.Croselist; ., 0.048: -0.0033; 0.033( -0.0078(
(3.36 (-0.31 (2.19 (-0.95
ALSECros«list;, 0.11: 0.19C" 0.11¢ 0.141
(1.07 (238 (1.14 (1.48
LSE Crosslisti;., 0.025: 0.040( 0.021: 0.040:
(0.83, (2.05 (0.73. (2.73,
AGlobal Croselist; 0.20¢ 0.076: 0.17¢ 0.068¢
(2.64 (2.38 (3.13 (1.82
Global Croselist; 4 0.021¢ -0.0025; 0.010: -0.0058:
(0.89 (-0.30' (0.61 (-0.68
ANo. of ICs14 0.00047; -0.0011:™ 0.00037! -0.0013:”
(0.67 (-5.54 (0.80' (-6.38
No. oflOs; ., 0.0020¢™ 0.00050:™" 0.0019.™ 0.00031""
(7.51 (5.41 (9.18 (3.37
U.S. Cross-list,*4 No. of 10s.; 0.0035." 0.0016¢™ 0.0037¢" 0.0019.™
(3.07 (2.91 (3.14 (3.74
LSE Cross-list..*4 No. of |0s4 -0.00085! 0.00086: 0.00058: 0.00013!
(-0.17 (0.66' (0.14 (0.09
Global Cross-listi,t-131 No. of 0.0019: 0.00036! 0.0027¢ -0.000041
|Osi -1 (0.48 (0.63 (166 (-0.07.
Rawreturns ¢, 0.0093t 0.034( 0.016¢ 0.034:
(162 (7.13 (3.39 (6.22
Rawreturns ., 0.031¢ -0.0022¢ 0.028¢ -0.018:
(5.50° (-0.51 (5.94 (-3.73
Log price .1 -0.0377" -0.0076¢" -0.0228™ -0.0062""
(-15.19 (-8.48’ (-16.38 (-5.82
S&P 1 0.065( 0.012¢ 0.055( -0.0025:
(5.30' (2.72 (5.57 (-0.54
AgQEi1 -0.00013™ -0.00033" 0.000077" 0.000018.
(-3.10 (-3.86' (3.17 (0.34
VR i1 -0.0857 -0.062( -0.030¢ 0.033:
(198, (-1.06, (078, 043,
BTV,u1 0.061¢ 0.051: 0.059° 0.049°
(14.50 (21.61 (18.09 (17.68
Log MKC; 1 -0.010¢” -0.00083: -0.015¢" 0.0013:
(-4.01 (-0.80; (-8.66, (1.17
Turnove ;.1 -0.11¢€ -0.044; -0.14( 0.038!
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(-2.52 (-2.00 (-4.61 (.37,
DVYit1 0.407 0.43¢ 0.531 0.44¢
(1.81 (7.07 (1.70 (7.00
F-testwith null hypothesis: coef.. 1U.S.Cros«list;; and4Global Cros«list;; are equs
P-value of the F-tes 0.663: N/A 0.628¢ N/A
F-testwith null hypothesis: coef.. ULSE Cros«list;; and4Global Cros«list;; are equ:
P-value of the F-tes N/A 0.186: N/A N/A
Adjusted F 0.036¢ 0.052( 0.032¢ 0.060:
N 3835( 7821 5827 5828¢
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Table 13

The effect of the U.S. cross-listing and institaabownership level on raw returns, non-crisis qebri
and crisis period.

This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on raw returns. Cohsl, 2 and 3 report the results of the whole
sample, the common-law sample and non-common-lawpleaduring the non-crisis period,
respectively. Columns 4, 5 and 6 report the regidilthe whole sample, the common-law sample and
non-common-law sample during the crisis periodpeesvely. The dependent variable is Raw
returng;, which is the USD semi-annual raw equity retuifeble A shows the definition of the
independent variables. All the regressions inchhdeFama-French 48 industrial dummies, country
dummies and semi-annual time dummies. t-statisticerding to firm cluster robust standard error
are in the parenthesis. Significance level notatiare p < 0.10,” p<0.05,” p < 0.01.

Non-crisis Crisis period
perioc
Law origin Law origin
(Whole (Common-law) (Non-common (Whole (Common-law) (Non-common
sample) - sample) -
law) law)
(1) (2) 3) (4) (5) (6)
Rawreturn: Rawreturn: Rawreturn: Rawreturn: Rawreturn: Rawreturn:
AU.S.Croselist; 0.16¢ 0.21C -0.4247 0.28¢ 0.32¢ 0.35F
(1.52 (1.99 (-21.59 (1.09 (1.10 (10.62
U.S.Crosslist; ., 0.015¢ 0.032¢™ 0.0057; 0.025( 0.028¢ -0.0041¢
(1.72 (2.99 (0.36 (1.28 (1.15 (-0.15
ANo. of ICs, 4 -0.00027: 0.00033 0.00026! 0.00117 0.0046:™ -0.00091!
(-1.28 (118 (0.83, (184 (5.26, (-1.14
No. of ICs; ., 0.00093: 0.0016: -0.00057: 0.0018¢ 0.0014- 0.0015:
(7.84 (9.58 (-3.91 (10.25 (5.52 (6.43
U.S. Cross-list,* 0.0022.™ 0.0023"™ 0.0016. -0.0023: -0.0010¢ 0.0039:
ANa. of 10814 4.27 (3.94 (179, (-1.15 (-0.46 (1.16,
Rawreturns ., -0.0000080 0.0079« 0.047¢ -0.057¢ -0.054¢ -0.10¢
(-0.00° (129, (7.72 (-7.35, (-5.08 (-10.65
Rawreturns ., 0.040: 0.042: 0.030¢ -0.111 0.00021: -0.15(
(9.22 (717 (5.52 (-10.79 (0.02: (-11.24
Log price .1 -0.0134” -0.0327" -0.0047" -0.0258™ -0.0637" -0.0081¢™
(-12.95 (-13.14 (-4.52 (-14.06 (-15.04 (-4.25
S&P 4 0.037¢ 0.037( 0.028: 0.020: 0.0096¢ 0.0093:
(7.35 (4.33 (5.06' (2.18 (0.62 (0.89
AgEi1 0.00014 0.000094™ 0.00020™" 0.000048 0.000071 0.00013{"
(6.39 (3.00 (7.01 (1.33 (1.41 (2.73.
VFi1 -0.11¢ -0.15¢ -0.22( 0.52¢ 0.15¢ 0.78¢
(273, (3.25, (:3.36, (6.80, (180, (453,
BTV 0.044¢ 0.053¢ 0.037¢ 0.076( 0.072¢ 0.060¢
(16.94 (11.57 (13.42 (20.93 (14.03 (13.85
Log MKC; ., -0.0085:™ -0.0049." -0.00042! -0.0051¢" 0.0187" -0.0016¢
(-7.09, (-2.09, (-0.33 (-2.42 (4.52 (-0.70'
Turnove ;4 -0.19: -0.221 -0.13: 0.053¢ 0.137 -0.048:
(-8.26, (-5.00 (-5.41 (110, (1.66 (-0.87
DVYi 1 0.24¢ 0.059¢ 0.831 0.51Z -0.167 0.31(
(3.69' (0.51 (10.47 (5.11 (-0.92' (2.90
Adjusted I 0.141 0.18: 0.12¢ 0.41¢ 0.50( 0.34:
N 8282: 3808 4473¢ 3374: 1569¢ 1804¢
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Table 14

The effect of U.S. cross-listing and institutionatnership level on raw returns during non-crisis

period, sub-sample analyses: Firm age and divigeid.

This table presents the ordinary least squaresssmm results on the effects of U.S. cross-listind
institutional ownership level on raw returns wigllissamples. Columns 1 and 2 report the results of

sub-sample with sample period mean age lower agitehithan the sample period median

respectively. Columns 3 and 4 report the resulsubtsample with sample period mean dividend
yield lower and higher than the sample period medéspectively. The dependent variable is Raw
returng;, which is the USD semi-annual raw equity retuifeble A shows the definition of the
independent variables. All the regressions inchhdeFama-French 48 industrial dummies, country
dummies and semi-annual time dummies. t-statisticerding to firm cluster robust standard error

are in the parenthesis. Significance level notatiare p < 0.10,” p<0.05,” p < 0.01.

Firm age Dividend yielc
(Low) (High) (Low) (High)
(1) 2 3) (4)
Rawreturn: Rawreturn: Rawreturn: Rawreturn:
AU.S.Crosslist; 0.23¢" -0.46% 0.19¢ 0.080:
(2.28 (-26.37 (1.57 (0.50
U.S.Croselist; ., 0.060¢™ 0.0018( 0.041(" -0.00033
(4.23 (0.17 (2.65' (-0.04
ANo. of I1Cs14 0.00011; -0.0010™ 0.00065! -0.00141™
(0.14 (-5.55 (1.28 (-7.55
No. of ICs;.» 0.0025¢™ 0.00014- 0.0021.™ -0.000014
(7.50, (127, (7.99 (-0.13
U.S. Cross-list,* 0.0039: 0.0019: 0.0032" 0.0020:
ANa. of 105,14 (3.49 (3.59' (2.78 (4.57
Rawreturns ., 0.0033¢ 0.052¢” 0.0027: 0.0507"
(0.50 (8.95' (0.47 (7.67
Rawreturns; ., 0.043¢" 0.035¢" 0.048.™ 0.033:"
(6.74 (7.03 8.77 (6.01
Log price .1 -0.033; -0.0064: -0.020: -0.0049:
(-12.19 (-6.12 (-12.72 (-4.04
S&Pi1 0.068: 0.025¢ 0.066¢ 0.0065'
(5.16' (5.25' (6.13 (1.32
AgEi 1 -0.000088" -0.00036(™ 0.00013{" 0.000055
(-1.80; (-3.89 (4.76 (1.00,
VR i1 -0.12¢ -0.39¢ -0.104 -0.48¢
(251, (6,03, (231, (5.91,
BTViu 0.065( 0.039¢ 0.057¢ 0.037:
(11.59 (15.30 (13.57 (13.70
Log MKCi 4 -0.016¢™ -0.0029(" -0.0187" -0.00031!
(-5.63 (-2.40, (-9.22 (-0.25
Turnove ;. -0.26¢ -0.13¢ -0.271 -0.064(
(-5.04 (-5.76, (-8.06 (-2.23
DVYi1 0.87¢ 0.372 -1.17¢ 0.39¢
(3.40° (5.34 (-2.92' (5.66'
Adjusted F 0.17¢ 0.14¢ 0.14¢ 0.17¢
N 2681¢ 5600 4106 4175¢
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Table 15

The effect of U.S. cross-listing and institutionalnership level on raw returns during crisis period
sub-sample analyses: Firm age and dividend yield.
This table presents the ordinary least squaresssgm results on the effects of U.S. cross-listind
institutional ownership level on raw returns wigllissamples. Columns 1 and 2 report the results of
sub-sample with sample period mean age lower agftehithan the sample period median respectively.
Columns 3 and 4 report the results of sub-sampie seimple period mean dividend yield lower and
higher than the sample period median respectiVidig.dependent variable is Raw retygnshich is

the USD semi-annual raw equity returns. Table Anghthe definition of the independent variables. All
the regressions include the Fama-French 48 indlistimmies, country dummies and semi-annual
time dummies. t-statistics according to firm clustebust standard error are in the parenthesis.

Significance level notations arg < 0.10,” p< 0.05,” p < 0.01.

Dividend yielc
(Low) (High) (Low) (High)
(1) 2 ) (4)
Rawreturn: Rawreturn: Rawreturn: Rawreturn:
AU.S.Crosslist; 0.39¢ 0.15¢ 0.40¢ 0.205"
(1.12 (1.40 (1.09, (5.60'
U.S.Croselist; ., 0.041; 0.0092¢ 0.070¢ -0.0085
(1.23 (0.47 (2.05' (-0.59'
ANo. of I1Cs14 0.0051¢” -0.0017(” 0.0023!" -0.00098!
(3.36' (-2.75 (2.12 (-1.48
No. of ICs; ., 0.0028¢™ 0.00082." 0.0029.™ 0.00056("
(5.98 (4.53 (7.92 (3.02
U.S. Cross-list,* 4No. of -0.0051¢ 0.0012: -0.0029( -0.0012(
10S, 11 (-1.16 .81 (-0.64 (-0.70"
Rawreturng ;4 -0.047¢ -0.062¢ -0.040¢ -0.069¢
(-3.99 (-6.68 (-4.10 (-6.18
Rawreturns; ., -0.012: -0.16¢" -0.059(" -0.217"
(-0.81 (-14.02 (-4.60’ (-16.28
Log price .1 -0.058¢" -0.012¢™ -0.0347" -0.011"
(-12.15 (-7.08 (-12.87 (-5.34
S&Pi1 0.069:” -0.0014: 0.0477 -0.0063¢
(3.00. (-0.16, (2.42 (-0.69'
AgEi 1 -0.00026i 0.038¢ 0.0000077 -0.00010!
(-3.17 (75.16 0.17, (-0.88
VR i1 0.14¢ 0.712 0.35¢ 1.28¢
(1.58 (5.22 (4.22 (6.26'
BTViu 0.0807" 0.060¢” 0.083" 0.057"
(13.17 (15.24 (16.49 (11.91
Log MKCi 4 0.0037¢ 0.0034: -0.013¢” 0.0055"
(0.73 (1.61 (-4.05' (2.35
Turnove ;. 0.072; 0.038: 0.0063: 0.095¢
(0.76' (0.75' (0.10° (1.37
DVYi1 -0.43¢ 0.40¢™ 2.45C" 0.40C"
(-1.34 (3.80' (4.50 (3.60'
Adjusted F 0.47¢ 0.40¢ 0.43¢ 0.43¢
N 1153: 2221( 1721« 1652¢
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