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An Association Study of Governmental
Shareholding on Value of Firms

Chiang-Liang Lin" Sue-Shung Jeng™

Abstract: Based on price and return model, we examine the relationship
between governmental shareholding and firms’ value. Relative to other
type of governmental shareholdings, we also explore whether shares hold
by the enterprise funds, the state-owned banks, and the big four funds,
have more information about firms’ value than other governmental
shareholding.

Under price model, the empirical results show that the value of
governmental shareholding have significantly positive effect on firms’
value. No matter earnings’ positive or negative, in the bull or bear market,
under the traditional, financial, or electrical industry, the results mentioned
above are remain the same. Under the return model, the empirical results
show that governmental shareholding percentage also has significantly
positive effect on stock return. The results are consistent with those found
in price model. We conclude that governmental shareholding information
is one of the significant factors, which must be considered in the
decision-making process.

We also find that shares hold by the enterprise funds, the state-owned
banks, and the big four funds, really have more information about firms’

value than other governmental shareholding.
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