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A Study of the Relation Between Business Life
Cycle and the Discount of Private Equity
Placements

Advisor : Dr. Chun-Ju Liu
Graduate Student Name : Chia-Hsin Hsu
Graduate Student No. : G98437003

Abstract

Because of the Company Act and the Securities and Exchange Act
amended, the Securities and Futures Bereau of Taiwan started to allow private
placement. Prior study found that firms at different life stages would influence
the underpricing of seasoned equity offerings. The purpose of this study is to
explore the effects of firms with the private placement under different life cycle
on the premium or discount of private equity placements. The empirical results
show that the degree of discount of private equity placements of the firms at the
growth and mature stage are lower than the firms at the decline stage. Moreover,
the degree of discount of private equity placements of firms at the growth stage
are also smaller than firms at the mature stage. Finally, my findings are robust
with respect to the alternative computation of the degree discount of private
placement.

Key words: Private placement, Business life cycle stage, Premium or discount of
stock
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4042 FEGERFIG T ORR T

Panel A : & ;}IE, JLIUAR -4 I B3 )kt B T
N DISCi (G-S) (M-S) (G-M)

= & #(G) 63 -0.009 0.134%* 0.031 0.103**
= 3B M) 78 -0.111
%38 (S) 77 -0.142

Panel B : &' f = & F A~ 3
= £ #(G) 74 -0.078 0.041 0.053 -0.012°
= 3 # (M) 51 -0.066
% 38 (S) 93 -0.119

Panel C @ F &4 % 43
= & 8 (G) 62 -0.088 -0.004° <0.037 0.033°
= 3 8 (M) 45 -0.121
% 34(S) 111 -0.084

Panel D @ 2 & & * & #ch 3
= & #(G) 93 -0.051 0.115%* 0.072%* 0.043*
= 3 I M) 72 -0.094
%34 (S) 53 -0.166
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£4-3 *F 7 $Hcz ip M Hicd (n=218)

(1) (2) (3) (4) (5) (6)

(1)DISCj, 1 0.189°"  -0.089 0.123" 0.048 -0.027

(0.005) (0.190) (0.069) (0.480) (0.696)

(2)MGTj, 02307 1 -0.121" 0.154" 0.037 -0.038
(0.001) (0.075) (0.023) (0.585) (0.575)

(3)MKT -0.194™  -0.163" 1 -0.396™" 0279™  0.113"
(0.004)  (0.016) (0.000) (0.000) (0.095)

(4)LEV 0.110 0.060 -0.519™" 1 -0.086 -0.016
(0.104)  (0.380) (0.000) (0.207) (0.815)

(5)CASHFLOW j, -0.016 0.053 0362 -0.244™" 1 0.180""
(0.815)  (0.432) (0.000) (0.000) (0.008)

(6)PROCEED y, -0.160"  -0.067 0387 -0.116" 0.318" 1
0.018)  (0.327) (0.000) (0.088) (0.000)

+ + % L Pearsonp Bf 2 #c > = T = % Spearman rho4p i 2 #ic 5 $25L 0 5 p-value °

ok L i T 1%BE F K 5 RR A T i IS%AE F K IE L F A T i D] 10%BE F ok o

FHAP

DISCj, DEATHEA S EAIS AN tEZI(F )P L ARG %ém_#‘rx% R o

MGT;, TEETEERLF ARAI TN E LI EERTT EEREL P ] £ AT &

RIS

MKT;, :} ; iti B AT PN ] £ APFES D BHIELEG B 5

LEV, DR RS ARAI PN T ] EE R BRIEE T AR S

CASHFLOW,; ‘TRAZMEV I L HEAI DN N tl EEABY LR EL T f:zc WAF2

PROCEED;, :#F®R# > s 4127 tE3(% n)F %a WO (T A GEB B AR EE
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244 3 pABRFEREFEITHM B2

TR

DISC ,, =b, +b,D, +b,MGT,_, +b,MKT,_, +8,LEV,_, +b.,CASHFLOW , +bzPROCEED |,

Levels bo b, b, bs b bs b re N Adj R*/F &
P PE +/- + + +/- +/= +/- +/-
2 A -0.18 0.00. -0.00 0.15 0.12 -0.01 % 218 0.053
(-0.77) (1.85)%* £ (-0.71) (1.34) (1.54) 40.24) 1.32
Panel A:5% & 45 1%
G-S 0.57 0.18 0.01 0.00 =0.02 0.25 004 | uk 140 0.189
(1.09) (2.24)%* (2.67)¥** | (0.01) (-0.14) (1.66)* (-1.49) 2.24%*
M-S -0.04 0.07 0:00 -0.01 -0.14 0.08 0.02 | w 155 0.142
(-0.16) (1.68)** " (2.05)%*  (-1.92)%  (-1.45) (1.20) (1.86)* 2.29%*
G-M 0.42 0.12 0:01 -0.00 0.22 0.07 0.01 % 141 0.190
(0.86) (1.68)** " (1.32) (-1:23) (1.47) (0.40) (-0.39) 2.06%*
Panel B:&F | & £ &
G-S 0.42 0.06 0.01 0.00 0.05 113 0.04 v 167 0.128
(1.05) (1.37)* (3.07) *** .(0.84) (0-30) (1.17) (-1.86)* 2.70%**
M-S -0.17 0.06 0.01 -0.01 0.03 0.12 0.02 144 0.170
(-0.44) (0.87) (2.32)%% ([2:22)** ~  (0.19) (1.03) (1.13) 2.62%*%
G-M 0.40 -0.00 0.00 -0.00 0.14 -0.17 -0.00 125 0.166
(0.89) (-0.07) (0.71) (-0.84) (1.02) (-0.93) (-0.10) 1.42
Panel C:F # & 41
G-S 0.29 0.05 0.00 -0.00 0.02 0.24 -0.01 LES 173 0.122
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(0.72) (0.74) (1.69)**  (-0.66) (0.17) (1.77)* (-0.27) 2.20%%*

M-S 0.20 0.02 0.00 -0.01 -0.09 -0.02 0.01 S 156 0.178
(0.59) (0.48) (L.95)**  (-1.14) (-0.74) (-0.19) (1.46) 2.23%%

G-M 0.13 0.04 0.01 0.00 0.26 0.18 -0.04 3 107 0.166
(0.29) (0.55) (1.65)* (0.05) (1.98)* (1.02) (-1.16) 1.55

Panel D: 2 @ & #

G-S -0.16 0.15 0.01 -0.00 0.15 -0.31 0.01 2 146 0.143
(-0.32) (237 (2B31)** 7 (-0.23) (0:85) (<0:91) (0.46) 1.16

M-S 0.52 0.05 0.00 -0.00 -0.03 0.13 -0.03 3 125 0.204
(1.87)* (1.18) (1.04) (-1.08)  (-0.33) (3:03)***  (22.07)%* 4.62%%

G-M 0.13 0.05 0.01 -0.00 0.13 0.08 0.00 1% 165 0.141
(0.32) (0.76) (1.95)%* [ (-0.80) 0.91) (0.74) (0.02) 1.85%

FELN et B 5 AR R K B - (White, 1980)fseniezt & 5 AN & 82 VIF (@]t 2 o
%&yﬁﬂ%% ~p£aﬁEF'ﬂ$%&pﬁ“;%Ev

L S| %%;T%? K 5wk T ik 5] 5% F Kb 2 7 3] 10%EEE kI
RRGRP
DISCy DEATHR 0 5 R 208 LR (B n SO P e

Dy CL A s A R R LR AP RN i eE D L 0 HRAR B DL 0

MGT;, 3ﬁe’1%3?’3"“ FooREHRAI ST ] BEREE T HOLBIEN D D] & R R
MKTiw BREEY O ZRAIDENE Gl EEFRFREET RS R 0 T

LEVie PR F O AEAISTNE ] FEARE "%ﬁ*f RSV 3 ¥4 R A

CASHFLOW,; - & ME W F > ZHhA1 20735 t-] BfF AR Y L5 REGE L u;é_i 2
PROCEED;, :##FHRH 2H*i 27 tE(% n z)f%aivmffﬁig;&g,ﬂk g:

Yk:1_5 ;ﬁﬁj}i*ﬁ%‘ﬁt

G-S AR LB ERAH

M-S AR E R AW

G-M AR RIS A2 e

40



Y& SR ML

A S L LS T S RS kA
b £ L B & Wu(2000)3 5 2 & g (TATIREE > B 2 R
B ii?—‘f‘ﬁﬁ_i R RERE TS - B2 ) FNEESCC:
BHA LT T AFF ST EA ?E(ZOIO)m” IR &
10p 2 e Bl PpERt2 2 i A £33 5 F0EET
i 5 & (DISC10) » 3+ & = ;%47

\u
St
)
T
N N
NG
o]
&

N

DISCI0=(# {7 § =53 1§ 1 A)/ 57 § 1 Ay
AP o 2T AGER P BE 10F E
-~ ok L BT

DES B RN S S 8 CE N S R ST LS

# 4-5 Panel Adesr EAp iRl A 2 RIS LG RE T et S R 2
e FOLL 3 e A T 95 01650 B F MO et R4 a4 P mvf««?}:’-‘kr‘.}-
7 g R (T 085 -0.325) 0 Tl A R 5 0.160(G-S. 1) > i 5%t A
Fio BR 1 BEEAF ot ST HAR PP P BRI TR
BIHoEL R L 0.070M-SH¥) T REFER I F e @ mat s £ PR
B F e B EIT R T 28 Z R 50.090(G-M {§) 2 i 10% 5 A
Fo Bt A RS P PRSI PR R ) RS S R o P

MEITH R B 3R F eV R AL I (Panel C)&2 o & & = #
fic(Panel D)5 24 &3 H A FlF B 508 T 0 AT S R 2 7 g EFR
B A5 b5 A ] AT R 1T 2 P e EOR L 4T 5 A (M-S 1) B 2 JE
A od & 45 FRHESET 2R Bt G T FEREL S
FTRIGRMAR B 12 35 EFLF - FEA 4S5 B L 422 B4
oM P AT 10 R S R B ARE S nE IR »La‘:e
B FABRE L2 2T AR NEITUER DR LSS (£
e £ R

41



45 FESEUBRFITGToERUTHPLF L0XTRE S $THERA

Panel A : 57 & dp ik ¥ T o ot B
N DISC10 (G-S) (M-S) (G-M)

= % ¥ (G) 63 -0.165 0.160%*° 0.070° 0.090%*
=} M) 78 -0.255
% 124 (S) 77 -0.325

Panel B @ & | = & F &~ ¥
2 £ #(G) 74 01231 0.009 -0.071 -0.080
= B2 M) 51 -0.311
7 138 (S) 93 -0:240

Panel C : F& L I F 4 #
= % #(G) 62 -0.242 0.081% 0.224%%%°  _(,143%*
* BRI M) 45 -0.099
% 132 (S) 111 -0.323

Panel D : =7 = & E ik 3F
= & #(G) 93 -0.202 0.193%**%¢  (.]78%** 0.015
= 3 H(M) 72 -0.217
% 124 (S) 53 -0395

wixdoor T 1%AF F Ok B (H k) ¥ RaE 3] 5%ARF R IE(H B )5 ¥ AT 2 1) 0% ¥ kB (H &)
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%46 FBHAY-L AEDRPFREFITEMN AL OB RS

5

DISC 10, = b, +b,D; +b,MGT,_, +b,MKT, (¥ b,LEV,_, +b,CASHFLOW j4:b, PROCEED ,, + > I, *Y, + &,

k=1

Levels bo b, b, bs b bs b re N Adj R*/F &

P PE +/- + + +- +/= +/- +/-

2 A -0.75 0.00 0.01 -0.08 -0.08 0.027. % 218 0.066
(-2.79)%** (0.52) (1.83)*  (-0.50) (-0.64) (0.85) 1.86%

Panel A:5% & 45 1%

G-S -0.61 0.17 0.00 0.00 -0.05 0.24 001  w 140 0.078
(-1.54) (2.10)%* (1.16) (0.93) (-0.27) (1.76)* (0.24) 1.93*

M-S -0.74 0.09 0:00 0.01 -0.34 -0.09 002 | % 155 0.163
(-2.54)** (1.43)* (0.40) (1.14) (-2.25)%%  (-0.41) (1:00) 2.9 %

G-M -0.74 0.11 £0.00 0.01 0.06 -0.24 001 | w 141 0.109

(1.31) (131)*  "(-0.67) (1:45) (0:28) (-2.22)%* (0.62) 2.15%%

Panel B:&F | & £ &

G-S -0.62 0.01 0.00 0.01 0.02 -0:02 001 167 0.054
(-1.72)* (0.12) (0.88) (1.52) (0.11) 0.18) (-0.24) 0.95%

M-S -0.82 -0.09 0.00 0.01 -0.09 -0.06 0.03 144 0.086
(-2.80)%**  (-1.24) (0.44) (2:19)** ~ (:0.43) (-0.32) (1.98)* 1.76*

G-M -0.64 0.06 -0.00 0.01 -0.19 -0.25 0.01 % 125 0.153
(-2.15)%* (0.99) (-0.27) (1.54) (-1.24) (-1.92)** (0.32) 2.52%%%

Panel C:F & & 41
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G-S -0.68 0.09 0.00 0.00 -0.19 0.06 0.02 i 173 0.077

(-2.48)%*  (0.97) (0.05) (1.01)  (-1.17) (0.41) (0.97) 1.71%
M-S -0.71 0.16 0.00 0.01 -0.22 0.01 0.02 % 156 0.143
(-2.29)%*  (2.39)**  (0.76) (125)  (-1.41) (0.04) (1.12) 2.49%%%
G-M -0.98 -0.12 -0.00 0.01 0.36 -0.16 -0.00 LE 107 0.204
(-2.34)%*  (-1.74)** (=0:10) (1759) (1.34) (-1.63) (-0.14) 3.89%
Panel D: 2 @ & #
G-S -1.14 0.20 0.00 0:01 0.14 =028 0.03 LES 146 0.108
(-3.24)%*%  (3.32)*** 1(0.38) . (1.91)* (0.68) (-0.85) (2.07)%* 2.72%%%
M-S -0.62 0.22 -0.00 0.02 0.06 -0.01 -0.04 LE 125 0.211
(-1.85)* (2.82)*%* (0:83)/  (2:12)** (0.34) (-0.06) (-122) 8. 74
G-M -0.73 -0.04 0.01 0.01 -0.10 -0.04 0.02 2 165 0.101
(-2.60)*** | (=0.61) (1.89)%* (1.53) (-0.68) (-0.26) (0.93) 1.66%

FEN Gt B LR %R B A - (White, 1980)fsvrr!fu‘.,1'El ; BAl N & 5 Bz VIE @2 -
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