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Analysis of price formation in Taiwan’s
primary stock listings by foreign issuers

Ming-Chieh Wang

Department of International Business Studies, National Chi Nan University

Primary stock listings by foreign issuers (F-stocks) were first introduced into
the Taiwan market in 2010 with many issuers being Taiwanese businessmen
located in China. Some Taiwanese companies registered in other foreign countries
have also issued shares in the same way. The ticker symbols of the two types of F-
stocks are marked by the firms being registered in foreign countries, but
headquartered in China and Taiwan, respectively. This study examines whether the
locations of the traded shares and the headquarters have any great effect on the
price formation of Taiwan’s F-stocks. The empirical results show that the daytime
returns of the China stock market influence the portfolio returns of F-stocks and
domestic stocks, especially when the China market is volatile, indicating that
investor sentiment determines the price formations of these stocks. Stock
movements in the China and Taiwan markets influence the pricing of F-stocks,
with the trading market providing the highest explanatory power. However, the
aggregate return comovement of the China market with F-stocks headquartered in
the same geographic area is higher than that for F-stocks headquartered in Taiwan.
We argue that Taiwan’s primary listings are most closely associated with the
market where they are traded, but the location of firm headquarters also influences

the comovement of these stock prices.

Key Words: Primary stock listing; Trading location; Headquarters location;

Investor sentiment.
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