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Abstract

The most conspicuous subjects about serious takeovers in capital market are “rich dad
effect”, “backdoor listing” and “strategic alliance”, and they often cause the stock prices of
the invested companies to accelerate in a hurry, which makes companies go from rags to
riches. Therefor, the relation between ownership structure and corporate performance

(including operating effect and market effect) is the main subject in this study.

To investigate how corporate performance is affected by the laregest shareholder’s
holdings in the ownership structure and the identity of the largest shareholder, a sample of
10,302 observations is screened with data from all listed companies excluding financials in
Taiwan from 2001 to 2010, and then ANOVA and multiple regression analysis are applied in
this study.

The empirical results show that the largest shareholder’s holding ratio in general
positively correlates with corporate performance, which is in line with the “active monitoring
hypothesis” proposed by Agrawal and Mandelker (1990) and Hypothesis 1 in this study. It
indicates that the higher ratio the largest shareholder keeps, the more incentive to supervise
the management he will have, as he is the largest supervisor of the company. Thus the

coporate performance will be better.

For the identity of the largest shareholder, institutional investors tend to negatively
affects operating effect but the impact on market effect seems insignificant, which echoes the
“ conflict of interest hypothesis ” proposed by Pound (1988). It indicates that the largest
shareholder often colludes with the management and sacrifices other shareholders’ benefits as
he is an institutional investor. Thus the corporate performance worsens. As the largest
shareholder is a foreign institutional investor, it’s significantly negatively associated with
ROA and RET (return on stock), but insignificantly associated with ROE. The result is not in
line with Hypothesis 3 in this study. As the largest shareholder plays a role as a senior
manager, it’s significantly positively associated with operating effect, and supports the
“ convergence of interest hypothesis “ proposed by Jensen and Melckling (1976) , however

insignificantly associated with market effect.



For the differences of the firms’ characteristics on the largest shareholder’s holdings, the
more firm’s shares the largest shareholder would like to hold in general, the board size will be
smaller to be easily controlled. To solve this kind of problems, we should strenthen the
mechanism of external supervison, and external supervisors are added therefor. Besides, in
higher holding firms, most of the laregest shareholders are institutional investors or senior
managers, and this kind of firms are also smaller size ones according to the statistics. The
firms the largest shareholders tend to increase shareholdings are easily controlled due to
higher weight of board and fewer external directors and supervisors, and this kind of firms are
usually smaller in size. Institutional investors tend to invest in the firms in larger sizes, and
foreign ones do more obviously than local ones do, and this kind of firms tend to hire
professional managers. Thus the firms are easilier controlled as the largest shareholders are

local institutional investors due to fewer external directors and supervisors.

Key words: The Largest Sharcholder’s Holdings, The Identity of the Largest Shareholder,
Operating Effect, Market Effect, Firms” Characteristics
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2547 p A b o w g Y EE R E2 BRI o

F 41 g st a4t 4

¥ Tiof ¢ irEk LA E )R i Q1 Q3
ROE (%) 5.30 7.06 1030.24  -777.45 25.29 0.15  15.18
ROA (%) 9.44 8.98 56.10 -89.80 10.28 410  14.88
RET (%) 7.46 6.50 339.48  -290.32  58.60 -25.58  41.28
oA 3

ol (%) 1488 10.87 95.33 0.29 11.42 7.16 18.85
BoAOLf 3

BE L & ,’%ﬁgh

(%) -0.08 0.00 63.06  -62.43 3.61 -0.44 0.00
TER=X 9.45 9 32 1 2.62 8 10
MRS

R = 1.14 0 7 0 1.41 0 2
UELE

v E (%) 12.11 0 75 0 15.16 0 0.25
PRI §

FTER= 1.65 1 19 1 1.40 1 2
PRI

TEE

(%) 17.76 12.50 100 3.13 13.28 0.1 0.2
BT L 067 1 1 0 0.47 0 1
BREE® A 048 0 1 0 0.50 0 1
ST ¥ 40.22 11.94 2634.66 0.41 125.05 6.24 28.26
A ()
w9 B (H) 137.92 2442  18396.15 0.31 688.20 9.98 65.83
¥R

e (R)  141.87 2731  29972.05 -2.71 662.74 11.89 74.83

21



il R R

A G 2 RO 2 W ) RET S LR RPN BRI
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fORHR L B R LA A 428 f RHL T2 P M Gl HHE S A 420075
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528 EHPEHR A

N F) 4
7

A B A R LR 2 B MR AR P A A RBE AL P 2D

B E s L B #cdp &Y 4 4-3 2 Panel A~Panel E ¢ -

=

% 4-37 o Panel A ddo < ARG S B ERF B MPRF A H Rk L o7
B F G alEFLR o 29 W ROE @ ikt RN FFRF O 7B F R LS

SR o HeYaFALR

"‘ﬁ

Panel B #-f = 3L L #0052 5 W 4o (& R8) 2R S (f £5)3 ¥ KR 7 4
L35l FLE 27 ROE® ROA 7 %4 T iofcs ¥ (i » ¥ BN 4o 45k
2P R F RO UL P 4 0 2 4% Jensen and Ruback (1983) 2 "Bk imdp T B 0 A A
RET FRIEHRAPF N %> Fa A4 FRO PBEFRESFRDPE > L4

Agrawal and Mandelker (1990) z " # 4& ¥ £ B | -

Panel C #dh A A 5 i3 A 2 M T A 2B BT L > B2 P RLTEE
AR FAR HY ROERRABF2,4m > A ROAR E I NS HAL T 4 B F B0 204h
BT A ARET/PE RN ROAARF 2 8% BHET A HFRPHEHRT AL -
SRR R E R AORL S HRT AR FEREF 52 A RERL R &)

RARF AT Do

Panel D - 4 1 L £ i3 A 5 ¢ TR T A B A 2 R T A kg o P 5
AF sl FLE-2¢Y ROEZ ROA ¥ FH TN THHIT 4 fd MBI T 4
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% 4-2 FuAp M 1A 4T 4

ROE ROA RET LN FSH_R FSH_R DIR IN_DIRIN_DIR_RA NFSH FSH_RA INS_ INV SE_MA CAPITAL_LN CPA_LN REV_LN

ROE 1.00

ROA 0.67 1.00

RET_LN 0.21 0.24 1.00

FSH_R -0.01 0.02 0.01 1.00

_FSH_R -0.03 0.01 0.00 0.66 1.00

DIR 0.06 0.08 0.02 0.03 0.01 1.00

IN_DIR 0.09 0.18 -0.05 0.05 0.03 0.08 1.00

IN_DIR_RA 008 0.17 -0.05 0.04 0.02 -0.02 0.97 1.00

NFSH 0.00 0.02 0.03 0.50 034 025 -0.09 -0.12 1.00

FSH_RA -0.03 -0.03 0.02 0.49 0.33 -0.08 -0.15 -0.15 0.90 1.00

INS__INV 0.00 0.02 -0.03 -0.25 -0.17 -0.13 0.06 0.09 -0.32 -0.32 1.00

SE_MA 0.03 0.06 0.00 0.20 0.12 -0.09 0.11 0.13 0.23 0.26 0.46 1.00

CAPITAL_LN 0.06 0.08 0.02 -0.03 001 029 -0.22 -0.26 0.22 0.13 -0.19 -0.14 1.00

CPA_LN 0.33 0.44 0.25 -0.01 0.02 028 -0.01 -0.05 0.18 0.07 -0.15  -0.06 0.80 1.00
REV_LN 0.23 0.28 0.03 -0.04 0.00 0.23 -0.05 -0.09 0.15 0.06 -0.11  -0.08 0.78 0.78 1.00

%47 P<O.L; **4 7 P<0.05; ***% 7 P<0.01

$HM FSHR 55+ A% FSHRGACEALUIEH : DIRSZFLHAS INDIR L HMFE A% INDIRRA L HIMFTILE ;
NFSR 35+ A FEA=: FSHRA SR AMAFTE L E 5 INSINV 2 S H4F 4 & > %c: SEMA : 3G A &g
CAPITAL LN 3 e T35 & ; CAP_LN 5 227 & ; REV_LN & % {ci£%f ; ROE 3 % K # 4 F" s ROA 5 F AP F RET s mERFHMF
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Panel A &~ » L ¥ % F (12 Median % % 4 ;N=10302 )

B 4F R 12, 4 a5 £ BT
(N=5156) (N=5146) (% — ™)
%K Mean Median Mean Median Mean Median
ROE(%) 5.30 7.18 5.29 6.88 0.01 0.30**
ROA(%) 9.59 9.04 9.30 8.90 0.29 0.14
RET (%) 7.58 6.82 7.36 6.28 0.23 0.54
Panel B & < i d 4F ik d (1 § &% % 4 ;N=8728)
3 4o Dl AR T
(N=4419) (N=4309) (4 —#)
B Mean Median Mean Median Mean Median
ROE(%) 0.50 4.82 8.51 10.02 -8.01%** -5.20%**
ROA(%) 7.10 7.43 11.27 10.73 -4, 17**F* -3.30%**
RET (%) 6.23 5.74 4.65 3.51 1.58 2.23
Panel C &« % L .7 3 457 4
(21,0 KFeA 0 LR AT A 0 0 A 2B £ N=10,302)
WAL T A PE RO 4 ER S R d
(N=6887) (N=3415) (42 %)
£ E 'S Mean Median Mean Median Mean Median
ROE(%) 5.09 6.97 5.70 7.18 -0.61 -0.21
ROA(%) 9.23 8.77 9.87 9.31 -0.64*** -0.54***
RET(%) 8.49 7.87 5.39 3.95  3.10%%* 3.92%%*
Panel D B+ e { £.F 2 ¢ TR F £
(10 kFA L RA S FTRERT A 0 A AFERHIT £ N=6887)
hF *F AR T
(N=643) (N=6236) (h— &)
% Mean Median Mean Median Mean Median
ROE(%) 10.24 9.81 4.56 6.65 5.68%** 3.17%%*
ROA(%) 11.46 11.03 9.00 8.47 2.46%** 2.56%**
RET (%) 7.22 6.86 8.62 7.93 -1.40 -1.08
Panel E &+ % { £.F 5 F I8 532 4
(210 kFTAr L AREBRAEIZA -0 R A ZLE FEEIE A ;N=10302)
BRI A LB FEEIEA 23 % T
(N=4917) (N=5385) (F —2-%)
% Mean Median Mean Median Mean Median
ROE(%) 6.36 7.87 4.32 6.36 2.03*** 1.51%**
ROA(%) 10.15 9.63 8.79 8.36 1.36*** 1.27%**
RET (%) 7.80 6.82 7.16 6.34 0.64 0.49
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B GBIFEE A ROE &2 ROA &Lk
@ﬁ-‘ﬂz%&"‘w‘g\y@réq— AP ‘24—%%{.
4v Shleifer and Vishny (1986) 2. #7% » ® A F AT 7 2 B 4o Ra A® F4

T ApRE oA RET R 7 8% o

mﬂ

o7 8 T E R

ﬁv

ER AP 2 BRE Y

KA ¥ EERTE TR R MG B
AZIE 99% " P EEEORME PN T OURE R R < 0 ST HRG L o S RY
%}}Fﬁe}% (2004) ~ Jensen (1993) ~ Eisenberg,Sundren and Wells (1998) % 4} s=4& (2011)

P2%€°%ﬁ%%%iﬁﬂ’ﬁﬂ§ig4&ﬁ?’&*%iﬁ%%iﬁfﬁ’
FEAAEHES DRI RF A T BINFE ARSI B0

hOIMFTILE L 5 4 4-42 Penel At Penel B¥ RaLigr o Pk REE
FroApM AP A (S AMEF ALY EFE M g PR
B E2P5Re { 35 % FIRADHE KA i 442 PenelC P 4rk
BoAHRAEE e BT 2 gRAgiE 99% L B R MEla T EE g ST R
ggﬁ :%%iié%miﬁ%’@Zﬁﬁ*251%$%m°%ﬁ&%i$
£%(2005) ~ A (2004) 2B — 2P g R L

#

%m
S
"3 D'
4[],-
‘**“é

puu

AR AFTEEY o A 442 Panel ABECH 2@ g0 v o F
HEEFZ oG Brh s LA AT T € Higmnid

Lo 2P Mg ik 2% £ Jensen and Ruback (1983) 2 B iz = B3R | o

A A4 2 BFEY BIA > F % T4 ROE~ROA & RET > 2 @ 488 % & 2
#@%iﬁw@,?iéﬁ%ﬁﬁ%’Qﬁﬁﬁﬁ?w%ﬁgoﬁé%?ﬁiﬁ
¥ (2004) = 3 ¥ - Fkein (2009) 2 S
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Fe 44 B O FF R TS

S Ipes

P fFeiad (N=10292)

Panel A—ROE

it BF 5 1) (2) 3 4)

Bo X ML HF AL 5.97 0.57 4.89 ** 1.04

P T A -3.00  Fx*

il TN 71 7.70

o ngﬁg_ -0.99

AF B R 20.74 *

B FETID A 2.12 ***

BREGILA LR 6.49

E N -0.40 *** -0.36 *** -0.41 *** -0.38 ***
S L 19.74 *** 19.51 *** 19.65 *** 18.16 **=

BAAFRE L E -12.33 ™ -10.80 *** -12.30 *** -15.56 ***
O R 5.92 *** 5.97 *** 5.94 *** 5.96 ***

[aFisei] -120.84 *** -120.75 *** -121.02 *** -122.13 ***

Adj_R-square 0.13 0.13 0.13

Panel B—ROA

i s @ ) 3 4

BoA O dgE I & 6.03 *** 7.01 *x* 4,88 *** 2.82 **

i T -1.53 *x*

BT A T -0.22

HF -1.85 ***

E R R 23.87 ***

B PR ID A 0.98 ***

BREETEA LR 4,48 ***

E I -0.21 *** -0.17 *** -0.22 *x* -0.20 ***

IME T E 14.34 *** 14.17 *** 14.24 *** 13.49 **=*

RAndggn e -6.74 *** -5.20 *x* -6.74 *** -8.55 ***
N 3.11 *** 3.15 *** 3.15 *** 3.13 ***

eI -57.65 *** -58.28 *** -58.20 *** -58.18 ***

Adj_R-square 0.24 0.24 0.24 0.24
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Z 4-4 B A OR LI T P e ﬁ: w4 & (N=10292) (%)
Panel C—RET
i 3 @ ) ®) (4)
B R LR F 10.70 * 36.78 *** 8.8 8.24
ol XN 2.37
WL A L RA -30.26*
HF -12.40 ***
R R 60.41 **
k-3 ol RS 2.65
BRI A 2k 2.24
FE R -1.44 *** -1.37 *** -1.43 *** -1.41 ***
hIF T E -12.37 *** -12.54 *** -12.58 *** -13.87 ***
BABAgEE & -11.47 ** -8.80 *** -11.93 ** -14.21 ***
AR 10.94 *** 10.9 *** 11.22 *** 10.99 ***
B FEIE -215.06 *** -219.13 *** -220.14 *** -216.87 ***
Adj_R-square 0.07 0.07 0.07 0.07

= \ﬁ,\—'\ 8;%#*8;;[.&;%@%%%2\?

() xR A R F i

RIS S -
2 %% o 4% ROE 2 %%+ » R ¥ 0
FASBEFTIANMN > HRET 2 %6 0] 220 % RARB F 2 1 49 b
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EaE 3 2 ¥ ° Flt
REASIPNC VR SR N LR S o IR i A RS AT
N - IR A R RN 1190 By ipg 2 AWM e
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TARHE o HARYTAEE o8 APRFRTABESRAFRFRR L LLAT
FEZRY 27 F AL SR T AR

PENEB AP MG A AAEILI IR Y L P g L A
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445 bR LKL F B H

3
beic
%
=4
o
A
A
'

s2_ i fF R (N=9042)

Panel A— A ROE

i st 1) (2 3) 4

Bk kg g 16.61 ** 27.88 11.12 20.24 *

WA T 0.82

PHEFT L EA -13.59

HE 0.07

BFEBHELEA 126.89

R L 0.24

BRrET® A 2 fOf -7.75

FERAX -0.14 -0.16 0.14 -0.14
PRRg ot E R -5.29 -0.52 -5.00 -5.32

BARAFEERS 10.76 ** 10.78 ** 10.64 ** 10.81 **
O R 0.91 *** 0.88 *** 0.89 *** 0.91 ***

#EETE -18.76 *** -18.46 *** -18.33 *** -18.96 ***

Adj_R-square 0.00 0.00 0.00 0.00

Panel B— A ROA

i 3 1) (2 3) 4

Bk LA EL B 747 *** 2.41 9.01 *** 11.86 ***

BT 0.52 %

I8 TR &1 5.25

F s -0.43

E BT -33.73 *x*

B PRI A -0.22
BREETEA LR -10.02 **

E N -0.06 * -0.07 ** -0.05 * -0.06 *
IR E O E R 2.58 2.60 ™ 2.49 ** 2.56 **

RARAFTE LR 2437 2337 2.45 * 2.85 **
N 0.41*** 0.39 *** 0.42 *** 0.40 ***

P EETE -8.61 -8.44 -8.92 *** -8.39 ***
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AR 4,25 *** 4,24 *** 4,49 *** 4,24 ***
e -87.86 *** -87.66 *** -92.88 *** -88.11 ***
Adj_R-square 0.01 0.01 0.01 0.01
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