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The Effect on Wealth of Outside Stockholders
Resulting from Adopting Bookbuilding when Seasoned
Equity Offerings

Jan-ZanLee Tzu-HsuanLin

Abstract: Through the methodology of event study, we examine whether insiders
of the public companies transferring the external stockholders’ wedlth to
themsdves by means of reducing offering price or excluding external stockholders
to share the companies’ future growth value when the seasoned equity offering
(SEO) firms adopt bookbuilding. The empirical results show that, in the
short-term, the insiders of companies could earn abnormal returns by means of
beating offering price down other than excluding external stockholders to share the
value of firms’ growth. On the contrary, in the long-term, the stocks price of SEO
firms adopting bookbuilding suffers about 44% negative abnormal returns after
two years from SEO. This result suggests that insiders of firms usually issue new

equity when their stock are overpriced even insiders adopt bookbuilding.

Key Words: Seasoned equity offerings (SEO), Bookbuilding, Event study
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1.00
g 0.00 WWWH
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i 1,00
v -2.00
Z —B— AR
300 CAR
4.00
3
5,00

i1

W2 REHFELpH=LpIEEpLTBEFEMF (AR)
#AHFEFEPF (CAR) AHW

43 SR HERFHRLFLA (n=111)

Standard
Deviation

0. 0867 -1.5342 -0.0725 0.0295 0.1045 0.1707 0.2808 0.7397 0.2450

Mean  Min 10% 25% 50%  75%  90%  Max

S B P&
t test
(Hgy:mean=10%) -0.5693 0.5703
Sign test
(H, :median =10% ) 15 0.8496
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Pt )2 TR YFPF(AR) 2 RH T8 Y FP ¥ (CAR)

(n=111)

Eep AR (%) CAR (%) t(AR) t(CAR)
-30 0.0603 0.0603 0.4882 0.4882
-29 0.1684 0.2287 0.6322 0.7835
-28 0.0688 0.2974 0.2445 0.7096
-27 0.4677 0.7651 1.5064 1.3557
-26 -0.3486 0.4165 -0.9777 0.781
25 -0.5906 01741 -2.2824*+ -0.043
24 0 -0.174 0.0558 -0.0231
23 -0.5481 -0.7222 -1.9319* -0.608
22 0.1759 -0.5462 0.4963 -0.4099
21 0.1415 -0.4047 0.5204 -0.2191
-20 0.0839 -0.3208 -0.024 -0.231
-19 -0.0226 -0.3433 -0.3268 -0.3518
-18 0.2088 -0.1345 0.5071 -0.2008
-17 0.34 0.2055 1.0219 0.0811
-16 0.262 0.4675 1.0236 0.3856
-15 0.1409 0.6084 1.0358 0.6221
-14 0.7898 1.3982 2.3683** 1.3820*
-13 0.5285 1.9266 1.8551* 1.8207*
-12 0.2126 2.1393 1.1001 2.0518**
-11 0.1 2.0393 -0.678 1.8702*
-10 -0.3543 1.685 -1.4592 1.496*
-9 -0.3396 1.3454 -0.9051 1.2607
-8 -0.281 1.0644 -1.7178* 0.7929
7 -0.0981 0.9663 -0.1448 0.6853
6 -0.4311 0.5353 -1.6634* 0.2919
5 -0.0501 0.4851 -0.1849 0.2541
-4 -0.2666 0.2186 -0.6102 0.1135
-3 0.0171 0.2356 -0.0497 0.0989
-2 -0.2972 -0.0615 -0.6665 -0.0537
1 -0.327 -0.3885 -1.0472 -0.3069

0 -0.6446 -1.0331 -1.7653* -0.7188

B ARG A AR R A A aSI%E R ORE R A A
A =5%E B E K YN L b =10%E B E Ko F 2 p 0% L EMEAR L P o

d & 3 Fhrs Tiba g o BALR RS EE 2R LA 9 e s
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AR BB RE 0 Aok
BUE: SN ]
B 86 ¥ 3
F"* CAR 5-634% > %7 % & 86 # 4 ¥ 4 i
EFARR DR P B

o,

FIREd m il wih 2R ETLY Il & o

%25 FHEIATEY (BIRAKPLIPpIHB- &)
2 TR ¥ HEPF (AR) 2 AH TR P

(CAR) ® (n=111)

T AR (%) CAR (%) t (AR) t (CAR)
0 0.8337 0.8337 0.3037 0.3037
1 0.2988 1.1325 0.4364 0.4831
2 -0.8863 0.2462 -0.3526 0.2514
3 -1.4162 -1.17 -0.1932 0.156
4 -2.4207 -3.5907 -0.7084 -0.1151
5 -0.1537 -3.7444 0.0231 -0.094
6 -0.1234 -3.8677 -0.1643 -0.1339
7 -0.5424 -4.4101 -0.069 -0.1355
8 1.195 -3.2151 0.6037 0.0485
9 -0.6264 -0.7073 0.1925 0.3287
10 0.35 -3.4817 0.8379 0.2428
11 -2.2025 -5.6842 -0.9332 -0.0144
12 -4.1859 -90.7274 -1.5707 -0.3374
13 4.9516 -4.7757 2.169** 0.1885
14 -5.3514 -6.2929 -2.8725*** -0.1349
15 -3.726 -8.0303 -1.8412* -0.1833
16 -0.3075 -8.3378 -0.0964 -0.1936
17 -0.635 -5.9427 -0.4041 -0.0584
18 -7.1282 -15.3755 -2.9157%** -0.8256
19 -2.627 -18.0025 -1.023 -1.0465
20 -0.7209 -22.4651 0.0199 -1.1924
21 -3.6449 -26.11 -2.0669** -1.5026
22 -2.2697 -28.3796 -0.8594 -1.7164*
23 -6.6248 -34.0497 -3.2256*** -2.2287**
24 -10.4832 -43.7753 -4.7613***  -3.0423***
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