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Abstract

This study mainly discusses the applicability of market timing effect on debt-equity
choices. As most of the previous studies discussed financial behavior from the aspects of
optimal capital structure, tradeoff theory, pecking order theory, there are some scholars have
recently put forward different point of view on the financial behavior of the companies. And
they found that companies tend to adjust the different sources of funds according to the
condition of the market. When the companies are overvalued, managers may take the
advantage of the excessive enthusiasm of investors to issue more stocks; conversely, when the
companies are undervalued, managers may tend to use debt financing. Accordingly, this study,
with observation of listed firms in Taiwan during the period from 2006 to 2015, applies the
empirical approach of Craig and Tan (2016), to examine whether the market timing

hypothesis is indeed supported.

We find that by measuring FE, BHAR, managers actually do market timing consistent
with market timing hypothesis. Firms tend to issue new securities when they are overvalued.
However, issuers suffer lower returns when mispricing was corrected in subsequent periods.
In short, the behavior of market timing could not be rejected with the sample in Taiwan,
although empirical results may lose the significance as different measures of market timing

are employed.

Keywords: Debt-equity choices, Market timing
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NOR(%) 6035 1.202 0.960 0.001 0.979 14.07
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FA kR S AREAITIR T E(TEY) ~ 2 A & F AR L # % % (CMoney) °

RHEP F5Y A 3L

25



= & iphE Crhdcs 49

2425 LRI TP Gk SEALBERFANTE RELF AL F MR
MR EE > A< g Pearson Ap M GlicAs T R TE S B R B F ol f AP M L8 %5 4E
Bo GBS € 30 1~12 B - WP BHEL - 5 Bl 04 5 MAENM
R/ 04~07 57 RAPM > 7 GicFEAZE 07 R 5 F RAPM o AP M ThlicakiL >

BOREET PRSI T £ 2o FARM Tl F 0 AT MR R R B -
AT AR B2 BHE A 0.7 X EE M2 Ry o wALE 4-20 RIET 2

LT SSRRON FRELE R Y S S VRN £

% 4-2 REAPM ik

NF MV MB NOR ROA R&D
NF 1
MV 0.138*** 1
MB 0.003 -0.362*%** 1
NOR 0.047*** 0.046*** 0.081*** 1
ROA -0.011 -0.072***  -0.089***  0.075*** 1
R&D -0.010 0.028***  -0.178***  0.018 0.062*** 1

TRLR R LS AP EARTIR AR (TED) ~ 2 4 5 F AR L 3% % 5(CMoney) -
*y Ak, kg wl i & 10% 0 5% 0 1%z B EFARRE o

PP FEE A 3L

26



= & ﬁﬁﬁ.&‘—",’—%»ﬁ.\ﬁ

- N FRTLEMRESE
ﬁ%CWMMHMQmmﬁ%éa%ﬂ’ﬁé@ﬁlﬁﬁ&ﬁé’m¢ET’gQ

PN EE LT AT ERASG R ARLE I EIFH A I E LG TL R

PPEEIAGLL AP ERA R Fla L SRt AP N ET RS RA

.

mENF)®EA 2 EFFF2RERE 5 T (NF>0) FEF(NE)Z R &R <20 f
FELFND)zZm &g > Z Mo WEFLZFINE)N 2P 0z L FER2REMES
(NF<0)>» i FEF(ND)Z R & FE <~ HEZEZFT(NE) 2R £ E T 1L f

Bl odett - R W URMAOIAEFTEFTARPEAL CE Y L RETOMAEN

J\/

BN FLEFTOMENE > TEFTERZRENE R AT EIRARE
BERD FRG AT FAT LB ARPREFE DG ELTAD FR LK
R ko 2P e B LETRE O AT GEASRAD Y ERE 50 RED
FRz 2BV AFAF P e N RETH BEFL v h@ee L - 7
o FFFREFERS ARG Y AZAT LR F 4250 ¢ HPOSNFXNF

2 By MAF S )0 &4 NEGNFXNF 2 thdic f, RAF 52 -

éiﬁ

#4387 FAET LIRS AR Y Ay R et § » %% Craig and Tan (2016)

+ =5

’PJ

"
ST A2 o R R S fREA & 2 T HE Fahw AR FRCAI(L)

g 2PF E(MV) s 3 @G L (MB) 5 2 4 $dk » AT BRI h2 23 E(MV)EE ¥
AP ERTRPT ELPATY L2 RAYFPIREF AN TR FAY
22 R ARARI > F 2§ O P REAR ] P F Ay RV FEARS > M F(2007)

HFTE - RO FERLAPREERPRTAREF G TRAHF A 2P FA kA

27



ol 2P LS LIRT o R @A 2L DAY FRER) P TR
ZABE RS ol o T B ERRG L (MB)R A PR R E 0w MB 2 A
AP AR FEPA L EY EHEG A TR P ¥ b i) (1) ¢ aR7 I 0.001
FaRRFIEHRALED A ER AT RHQE)E e AU Rl > R DR
PRI HEFARY fUE2Z R F AR %Y TG kA T -

B2 5 #RHAQ)E H 4 s B S8 A 28T A F(NOR)FrAF A4
f 3 (ROA) » S & fc » & (NOR)# 2 47 2 4 ¥ (EAR) & LB AAEYEf
LRARE > FoE FEPOARR AT AP S (ROA)E 4z 47 (EAR)Y & LA
FLl o AFEPEY F AN A ARG 2P AP 2B F MY & ARE o
HAI@3) 2 SRR A« L% R F 7k 6I(R&D) I 5 ke e hied B 403l
G BER T H(RED) S HE PR E AT FE R OO T N B Py LAFPIR

)

F B EzEl R

hz BEAY Y NEFTERH 2R AT (NF) R #R F B # % #(POSNF ~ NEGNF)
TR RFRF I EF LM ERE ST § %A POSNFXNF 5 1 & g F £ F

#5212 NEGNFxNF 5 2 & 2 f f £ 702 @ o & Craig and Tan (2016) =75 < # 3% 7

N

BT SEFERSZDERT AP REET AN FET AT ERARIATH
EARF R FINHETL v @y L R P f

RARZAPHER NG RETL v BHy LB FHP - L FRES DILA
POSNFxNF ¥2 NEGNFxNF 357 &% » F|pt @ 2 D475 A 2 3 S J/PFF 5 o 5%
FRREEBFBERT - RO FIPES A2 2B - (R A S SR LE DT E

WE LR AR -

28



%43 FRTLFPRIBSE

(1) (2) (3)
Intercept 0.7230* 0.5814 0.6087
(1.782) (1.425) (1.486)
POSNF x NF 0.0158 0.0144 0.0143
(0.744) (0.680) (0.674)
NEGNF x NF -0.0142 -0.0213 -0.0211
(-0.269) (-0.404) (-0.400)
MV -0.0959* -0.0956* -0.0969*
(-1.662) (-1.646) (-1.668)
MB -0.0128 -0.0147 -0.0177
(-0.547) (-0.627) (-0.740)
NOR 0.0993*** 0.1000***
(3.118) (3.139)
ROA 1.6041*** 1.6232***
(2.725) (2.754)
R&D -0.7725
(-0.707)
R? 0.001 0.004 0.004
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