

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Stock Price Dynamic When Growth Options Converted into Assets in Place: Evidence from Private Placements in Taiwan

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			2 Pages
		
		

		Posted: 16 Feb 2015
		
		
		
	

	
		
			
			




	See all articles by Cheng-Yi ShiuCheng-Yi Shiu
National Chengchi University (NCCU)
Hui-Shan Wei
Southern Taiwan University of Science and Technology


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 14, 2015

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Using a sample of 418 private placements by firms on the Taiwan stock markets, we examine their announcement returns and post-issue performance. Placements are classified into three categories: recapitalization, investment, and general purpose. We find that issuers of private placements tend to be poorly operated and financially constrained. We also document a positive market reaction to all of three categories of placements. Placements in the recapitalization category do not have long-run abnormal returns, suggesting that the benefit from relieving financial constraints is offset by the decrease in expected return when growth options are converted into assets in place. Placements in the investment category are associated with better long-run performance, suggesting that issuers with specific plans to increase investment in capital expenditures or in R&D have profitable investment opportunities. Finally, we find that placements in the general purpose category underperform, suggesting that issuers without specific investment plans tend to opportunistically time the market. 
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