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Abstract

After the global financial crisis of 2008, the investor could not earn his profit easier
as before due to the variation of financial market environment and structural change in
Relations across the Taiwan Strait. From this research and study, we hope, under the
position of an investor, to acknowledge that whether we may make profit through
investing TDR. Furthermore, on 1, June, 2011, Taiwan Securities Association raises the
public subscription ratio on TDR, thus the purpose of this paper is to investigate
whether this public announcement policy increase the profits of the investors and obtain
the abnormal returns.

This paper uses market model to study whether  value is significant and whether
the return of TDR have abnormal returns during the period from 8, January, 1998, to 13,
June, 2011. Furthermore, we also investigate that whether the abnormal return of TDR
during the previous 10 (5) days and after 10 (5) days of the event (raising the public
subscription ratio on TDR) is significant. The empirical results show that the market
index returns affects significantly the return of TDR, while the TDR do not have
significantly abnormal returns during the previous 10 days of the event and after 10
days of the event. Finally, almost TDRs do not have abnormal returns during the
previous 5 days of the event and after 5 days of the event.

Keywords: Taiwan Depositary Receipt, The Public Subscription Ratio, Market Model,
Abnormal Returns
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