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		Abstract

		Since 1995 more than 7300 firms have delisted from U.S. stock markets, with almost half of these being involuntary. This paper examines the law and finance of the delisting process.  We examine economic rationales for delisting, the legal rules that define it, and the causes of delisting.  Using a sample of NYSE firms delisted in 2002, we examine the effects of their delisting and subsequent trading on the Pink Sheets.  We find huge costs to delisting, with percentage spreads tripling, volatility doubling, but volume remarkably high.  We also show that delisting is applied inconsistently, with some firms trading for months after failing the listing requirements. We argue that the current delisting process is flawed, and we provide some alternatives. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Macey,  Jonathan R. and O'Hara,  Maureen and Pompilio,  David, Down and Out in the Stock Market: The Law and Finance of the Delisting Process (April 2005).  Available at SSRN: https://ssrn.com/abstract=583401 or http://dx.doi.org/10.2139/ssrn.583401 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Jonathan R. Macey

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Yale Law School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Yale Law School  ( email )

			

			
			
				
				
				
					P.O. Box 208215
New Haven, CT  06520-8215
United States
+203-432-7913 (Phone)
+203-4871 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: European Corporate Governance Institute (ECGI)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				European Corporate Governance Institute (ECGI)  ( email )

			

			
			
				
				
				
					c/o the Royal Academies of Belgium
Rue Ducale 1 Hertogsstraat
1000 Brussels
Belgium

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Maureen O'Hara (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Cornell University - Samuel Curtis Johnson Graduate School of Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Cornell University - Samuel Curtis Johnson Graduate School of Management  ( email )

			

			
			
				
				
				
					Ithaca, NY  14853
United States
607-255-3645 (Phone)
607-255-5993 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						David Pompilio

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Cornell University - Samuel Curtis Johnson Graduate School of Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Cornell University - Samuel Curtis Johnson Graduate School of Management  ( email )

			

			
			
				
				
				
					Ithaca, NY  14853
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    1,849

			

		
		
		
			Abstract Views

			    8,509

		

		
		 
		
			Rank

			   16,973

		

		
	


	
		
            
            	       53 Citations
		

	

	
		
			
				       21 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,377

                                    

                                

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Competition for Listings

                        
                            By
                                
                                
                                    
                                    Thierry Foucault
                                     and 
                                
                                    
                                    Christine A. Parlour
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Initial Listing Decisions of Firms that Go Public

                        
                            By
                                
                                
                                    
                                    Shane A. Corwin
                                     and 
                                
                                    
                                    Jeffrey H. Harris
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Stock Market as a Screening Device and the Decision to Go Public

                        
                            By
                                
                                
                                    
                                    Tore Ellingsen
                                     and 
                                
                                    
                                    Kristian Rydqvist
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Spam Works: Evidence from Stock Touts and Corresponding Market Activity

                            
                                By
                                    
                                    
                                        
                                        Laura Frieder
                                         and 
                                    
                                        
                                        Jonathan L. Zittrain
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Off But Not Gone: A Study of Nasdaq Delistings

                            
                                By
                                    
                                    
                                        
                                        Jeffrey H. Harris, 
                                        
                                    
                                        
                                        Venkatesh Panchapagesan, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Microstructure of the Pink Sheets

                            
                                By
                                    
                                    
                                        
                                        William G. Christie
                                         and 
                                    
                                        
                                        Nicolas P. B. Bollen
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            From Pink Slips to Pink Sheets: Market Quality Around Delisting from NASDAQ

                            
                                By
                                    
                                    
                                        
                                        Venkatesh Panchapagesan
                                         and 
                                    
                                        
                                        Ingrid M. Werner
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Busted Ipos and Windows of Misopportunity

                            
                                By
                                    
                                    
                                        
                                        Craig M. Lewis, 
                                        
                                    
                                        
                                        James K. Seward, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Taming the Animal Spirits of the Stock Markets: A Behavioral Approach to Securities Regulation

                            
                                By
                                    
                                    
                                        
                                        Donald C. Langevoort
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Expected Underpricing, Corporate Control and the Choice of 
Issuance Mechanism in Unseasoned Equity Markets

                            
                                By
                                    
                                    
                                        
                                        Ian G. Sharpe
                                         and 
                                    
                                        
                                        Li-anne Elizabeth Woo
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
