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Abstract

Three Essays on Corporate Finance

Tae Jun Yoon
Department of Finance
College of Business Administration

Seoul National University

This thesis consists of three articles, each of which studies a specific aspect of
corporate finance. The first essay examines the financing and investment of the
Ausgliederung-implementing firms. Ausgliederung is a legal system that allows a
company to form a wholly-owned subsidiary by dividing some of the business units
in which it operates. “Pair” consists of a pair of a carved parent company and a new
subsidiary, raises more funds through stock issuance, and invests more than other
listed firms. This result is primarily driven by the small new subsidiary, not the parent
company. In addition, the increase in investment is more pronounced when the
newly-established subsidiary is in an industry with high capital intensity and high
investment. However, non-controlling shareholders of the parent company react
negatively to the announcement as they have to share the future profits of the

subsidiary with new shareholders.



The second essay investigates whether SPACs help private firms with high
information asymmetry go public and how private firms' financing and investment
following listing differ from before listing. We compare Korean 110 SPAC (Special
Purpose Acquisition Company) mergers to 627 traditional [POs from 2010 to 2021.
A Korean empirical setting allows us to exploit the quasi-experiment of incentive-
aligned SPAC sponsors and private firms' pre-listing characteristics and post-listing
performance. I find that private firms with smaller size, fewer sales, or less profits
are likely to use SPAC mergers relative to traditional IPOs for listings. In addition,
using the difference-in-differences method, we find that SPAC merged firms increase
subsequent financing and net investment more than [PO companies after going
public. Particularly, additional financing is conducted via equity issuances such as
right offerings or private placements. Overall, our results suggest that SPACs
facilitate private firms with information asymmetry access to the public market and

enable them to finance and invest more.

The third essay explores the effect of a CEO's long-term orientation captured
by the last name on investment decision-making. The last name is passed down to
descendants through paternal lineage, providing an opportunity to explore the
cultural heritage that influences the CEO's decision-making. U.S. firms with CEOs
whose ancestors immigrated from cultures with high long-term orientation 1) spend
more capital expenditure, 2) more acquisitions, and 3) spend more on R&D relative
to their total assets. This result is more significant when the CEO is an immigrant
and when the CEO is a founder. The results of this study remain the same even after

controlling for other cultural factors that influence CEOs' economic preferences.

Keywords: Ausgliederung, Pyramid, Wholly-owned subsidiary, Special Purpose

Acquisition Company (SPAC), Long-term orientation, Investments

Student Number: 2016-30165
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Chapter 1. Equity Financing Through Wholly-owned

Subsidiary: Implications for Pyramid Formation

1.1. Introduction

Because of various reasons, controlling shareholders are incentivized to
expand the size of the business group they control. A large business group
provides greater private benefits to the controlling shareholders (Barclay and
Holderness, 1989). A larger internal capital market improves financing
efficiency, making it easier for them to accumulate wealth (Gertner et al.,
1994; Stein, 1997). Moreover, controlling shareholders experience self-
fulfillment and emotional satisfaction from expanding the business group

(Foo et al., 2009; Shir et al., 2018).

However, external financing, which is essential to the expansion of a
business group, can increase the risk of losing control, limiting the controlling
shareholders’ desire for expansion. Issuing new shares to raise funds will
dilute their control unless they acquire a higher proportion of new shares than
their existing ownership. For this reason, some studies have revealed that
controlling shareholders prefer an issue of debt; thus, firms with such
shareholders tend to have a high debt ratio (Ellul, 2008; Croci et al., 2011).

However, debt cannot always be a perfect answer for the controlling

1



shareholders. Because of the increased risk of bankruptcy associated with
increased debt, a severe downward shock could instantly result in the
controlling shareholders losing control. Thus, this method of expansion using
debt has limitations, especially in countries with strong creditor rights
protection, as it is easier for controlling shareholders to lose control (Faccio

etal., 2010).

Calling this situation the “capitalist’s quandary,” the founder of Nissan,
Yoshisuke Aikawa, suggested pyramidal groups as a solution. He expanded
Nissan quickly in the following way: Nissan Group Affiliate A created
Subsidiary B and owned 100% of its shares; Company B issued shares to raise
funds and grow its business. As a result, Yoshisuke’s ownership in Company
B was diluted to some degree, but he still retained control. Subsequently,
Company B created Subsidiary C, of which Company B owned 100%, and
Company C raised funds by issuing stocks to investors as Company B did in
the past. As a result, Nissan Group’s total assets, which stood at 91.08 million
JPY in 1933, grew quickly to 383.1 million JPY four years later by 1937
(Morck and Nakamura, 2005). Using the pyramid structure to expand the
business group, Yoshisuke maintained various profitable business
opportunities under his control, and share issuances by subsidiaries at the

bottom of the pyramid made this possible.

In Nissan's case, issuing shares to external investors was crucial to
expanding the business group and forming the pyramidal structure. Although
the internal capital market may be sufficient to support relatively small early-
stage firms, it cannot provide enough capital for a fast-growing business
group like Nissan. The pyramidal structure is a solution that allows the

2 |
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controlling shareholder to retain control in the event of large-scale external
financing through the issuance of shares.© In countries where most firms are
controlled by controlling shareholders, many studies have examined how
individual firms are financed (Anderson et al., 2003; Croci et al., 2011;
Keasey et al., 2015). Some studies focus on the issuance of shares and the
motivation of controlling shareholders to maintain control (Crongvist and
Nilsson, 2005; Kim et al., 2019). However, few studies noted the relationship
between the pyramid’s expansion and external funding by issuing shares—a

gap this study attempts to fill.

To the best of my knowledge, Masulis et al. (2020) is the only study
that addresses a similar topic. Using comprehensive data from 44 countries:
their study finds that firms are reluctant to issue equity because of concerns
over the dilution of control; instead, they raise capital from outside by listing
subsidiaries. However, because of a lack of data, Masulis et al. (2020) could
not analyze how the listed subsidiaries were established and placed at the
bottom of the pyramid. Thus, their study focuses only on how much the
controlling shareholders’ ownership would have been diluted if the
subsidiaries existed as a business department of the parent company and the

parent company raised capital through stock issuances. In addition, Masulis

% When raising funds through issuing shares, new firms at the bottom of the pyramid can
benefit the controlling shareholders. On the other hand, the benefits of the extended
pyramid are unclear for the controlling shareholders or business groups seeking to raise
funds through debt. The lower the position on the pyramid, the smaller the direct ownership
of the controlling shareholder; the greater the gap between ownership and control, the
higher the debt cost (Anderson and Reeb, 2003; Lin et al., 2011). Thus, this study focuses
on expanding the pyramid and issuing shares.

3



et al. (2020) assume that subsidiaries were set up because of the need for
external financing; however, this assumption cannot be verified. Through an
event called Ausgliederung, a business unit operating as part of a public
company is established as a separate, wholly-owned subsidiary at the bottom
of the pyramid. This study delves deeper into areas that Masulis et al. (2020)

failed to explore.

The key findings of this study are as follows: For a certain period after
Ausgliederung, the pair of the parent company and new subsidiary (“the Pair”)
raises more funds through seasoned equity offerings (SEOs). The Pair’s SEOs
and the ratio to total assets are larger in absolute terms. The same results are

observed in the entire sample and the matching sample analyses.

Second, the Pair also invests more for a certain period following
Ausgliederung. This result is more pronounced when the Pair has high
Tobin’s g and is in an industry with significant investment and a high
proportion of tangible assets compared to total assets. Thus, this study’s
hypothesis that firms needing investment use Ausgliederung to issue equity
is supported. The result is also consistent with Almeida and Wolfenzon’s
(2006) prediction that firms requiring investment are located at the bottom of

the pyramid.

Third, the Pair primarily increases share issuances and investments by
its new subsidiary and not through its parent company. With other controlled
conditions, there is no statistically significant difference in the size of SEOs

between the parent company and other public firms, and no tendency to invest



more is observed. In contrast, although smaller than the parent company, the

new subsidiary raises more capital through SEOs and invests more.

Fourth, firms that need investment but cannot raise funds because of
concerns over dilution of control seem to have found a solution in the
Ausgliederung. However, stock market investors do not react to such
announcements positively because future profits of the new subsidiary are not
entirely attributed to the parent company’s shareholders. In most cases,
existing shareholders of the parent firm must share future profits earned by
the new subsidiary with the subsidiary’s newcoming shareholders.
Consequently, investors react negatively to public announcements, especially
if a plan to increase investment or issue shares is directly stated in the

registration.

The rest of this paper is organized as follows: Section 1.2. briefly
reviews the legal nature of Ausgliederung and summarizes existing studies on
a firm’s stock issuance and pyramidal structures with controlling shareholders.
In Section 1.3., the characteristics of the parent company and the Pair are
discussed using descriptive statistics, and the research hypothesis is derived.
Section 1.4. presents empirical findings and interprets their results. Finally,

Section 1.5. summarizes the results and concludes.

1.2. Ausgliederung and literature review

1.2.1. Ausgliederung



A listed company in Korea can divest a division to create a wholly-
owned subsidiary. Specified as Physical Division in the Commercial Act of
Korea, Ausgliederung refers to the process by which a parent company
transfers its assets to a new subsidiary and acquires all its shares in exchange.
This system exists in Korea and countries with civil law systems in general.
For example, Article L.236-22 of the Commercial Act in France is referred to
as l'apport partiel d'actif. In Germany, it is referred to as Ausgliederung in
Article 123(3) of the German Act on Corporate Reorganisations
(Umwandlungsgesetz). The Ausgliederung system is stipulated in Japanese
corporate law as a form of principle division. Although there is no exact term
for this in US corporate law, Ausgliederung can be understood as follows in
the US context: assume that the divestiture of a company can be divided into
stage 1, during which the parent company acquires shares of the new
subsidiary in exchange for transferring some of its assets, and stage 2, during
which the parent company decides how to distribute those shares.? If it ends
at step 1, it is considered Ausgliederung (Hwang, 2012). From the
shareholders' perspective of widely held US firms, indirectly holding
subsidiary shares has no benefits. However, there are benefits for the
controlling shareholder of the pyramidal business group. The newly

established subsidiary, through Ausgliederung, is located below the parent

@ Depending on how these stocks are distributed, divestitures are classified into a spin-off,
split-off, and split-up.



company in the pyramid, allowing controlling shareholders to expand the size

of assets they control easily.

In the United States, completing the divestiture during stage 1 without
redistributing the new company’s shares to shareholders of the existing
company (Ausgliederung) is not common. However, it is not illegal
(Soderquist and Eisenberg, 1977). Although the specifics vary from state to
state, most state corporate laws permit a part of the business to be divided
based on the board of directors’ resolution. Moreover, there are no restrictions
on how shares of the new firms are distributed. Therefore, Ausgliederung is
rare in the United States, not because it is impossible but because it is not

practical.

When Ausgliederung happens, shareholders of the parent company
cannot sell the shares of the new subsidiary whenever they want unless the
divestiture progresses to stage 2. For Ausgliederung to be preferred by
shareholders, two conditions must be met. First, it must be challenging for the
shareholders to sell the shares due to information asymmetry for the value
they think the shares are worth, at least for a certain time. No shareholder
would want to be deprived of such a choice if the shares can be sold at their
fair price. Second, the fact that the new company and parent company
belonging to the same business group should be considered valuable from the
viewpoint of shareholders. However, if both conditions are met, shareholders
face the following question: in the long run, would it not be better to continue
the division within an existing company rather than setting up as a subsidiary
at cost? Therefore, for Ausgliederung to be the optimal choice, the general
advantages of corporate divestiture (increased efficiency through independent

7
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decision-making, efficient use of resources, and enhancing expertise) must be

evident while the two conditions listed above are met.

It is challenging to see Ausgliederung in the United States because these
conditions are tough to fulfill simultaneously. In this context, it is
understandable why most scholarly research has focused solely on a wholly-
owned subsidiary as an instrument for overseas expansion (Makino and
Neupert, 2000; Yiu and Makino, 2002). Ausgliederung cannot be optimal for
shareholders under a widely-held ownership structure. The same applies to
minority shareholders in firms with controlling shareholders. However,
controlling shareholders have different positions. They prefer Ausgliederung
to other divestiture methods because they can retain control while increasing
the assets they control. There were 613 cases of Ausgliederung in Korea from
2000 to 2021 and only 195 cases of other divestiture methods (only one-third
of all cases). Moreover, 117 of these 195 cases (or 60%) were related to the
establishment of holding firms. However, this does not necessarily mean that
the challenging conditions Ausgliederung might be preferable are met easily

in Korea.® Rather, the fact that Ausgliederung has become the dominant

% This condition is more challenging to meet in Korea. The reason is that if there is an
existing controlling shareholder, the newly formed company remains within the corporate
group despite the chosen spin-off method. As long as there is no controlling shareholder, if
a spin-off is selected, the split parent company and the newly incorporated company would
only be independent firms with the same shareholders. Alternatively, if there is a controlling
shareholder and a spin-off is chosen, the controlling shareholder who controls the parent
company would control the newly established company, and they would belong to the same
corporate group. Therefore, if there is a controlling shareholder, regardless of the division
method chosen, the benefits of belonging to a corporate group can still be enjoyed.
Consequently, it is unlikely that Ausgliederung would be preferable to a spin-off for
minority shareholders (Lee, 2020).



form of corporate divestiture in Korea suggests that controlling shareholders

actively use it within a legal framework when allowed to expand the pyramid.

Although Ausgliederung was introduced in 1998 in Korea, there already
existed a similar system: creating a new company through investment in kind
is the same as Ausgliederung as it involves the setup of a particular business
unit as a separate company and continued complete control of the firm.
Though creditors’ interests are handled differently (Song, 2012), there is still
room for rights infringement from the standpoint of minority shareholders.
Even though it is challenging to obtain data on Korean firms before 1998 to
conduct an in-depth analysis, it is confirmed that many Korean firms created
a wholly-owned subsidiary using this method even before the Ausgliederung
system was introduced.® For example, from 1973 to 1989, at least five
divisions that separated from Hyundai Engineering & Construction became
new wholly-owned subsidiaries. A few academic studies have been
conducted on this subject, especially in law (Kim, 1992). The relative
advantage of Ausgliederung is that it permits the comprehensive transfer of
the divided property to the new firm, does not grant appraisal rights, and does
not require a court evaluation to determine that the asset is fairly valued,
making it easier to divide. Ausgliederung is, thus, preferred by firms that wish
to establish a wholly-owned subsidiary, which is why this study focuses on
Ausgliederung. However, the history of business group expansion through

subsidiaries goes back to before the introduction of the Ausgliederung system.

@ The Electronic Disclosure System of the Financial Supervisory Service allows searches

of corporate disclosures only after 1999.



1.2.2. Literature Review

Theoretical studies have long suggested that controlling shareholders
can make financing decisions for family-owned businesses while excluding
minority investors (Harris and Raviv, 1988; lIsrael, 1991; Stulz, 1988).
Nonetheless, there has been little research on the impact of a family’s control
retention motive on firms’ financing in the same business group. Anderson et
al. (2003) argue that the founder’s family has a vested interest in the long-
term survival and reputation of the company, and their existence alleviates
the conflict of interest between shareholders and creditors. Hence, it is
predicted that the higher the stake of the company founder’s family, the lower
the debt cost; thus, family firms will use more debt. In a study of 38 countries,
Ellul (2008) finds that family firms tend to use large amounts of debt. This
result arises because controlling shareholders with an insufficiently
diversified investment portfolio seek to maintain control rather than reduce
the idiosyncratic risks they face. In general, this result appears to be contrary
to what one might expect from the perspective of a family-owned corporation
operated by an entrenched manager who wishes to maintain its position.®
However, given that the controlling shareholder determines the method of
financing for a company belonging to a business group, and maintaining
control is of paramount importance to them, it is not appropriate to attribute

its financing to a manager. In addition, as the gap between ownership and

© According to Berger et al. (1997), Garvey and Hanka (1999), and Jung et al. (1996),
managers who want to maintain their positions use less debt.

10



control increases, concerns about private benefits increase; this raises banks’
lending rates to firms (Lin et al., 2011). The result is a fall in corporate bond
ratings, a rise in the yield spread, and increased debt costs (Boubakri and
Ghouma, 2010). Nevertheless, the fact that family firms use more debt

globally illustrates the importance of maintaining control.

Croci et al. (2011) find that European firms controlled by families
prefer to raise funds through debt rather than stock issuance to avoid
ownership dilution. Setia-Atmaja et al. (2009) confirm the same results for
Australian firms, whereas King and Santor (2008) do so for Canadian firms.
Schmid (2013) reaffirms that family businesses tend to use large amounts of
debt globally but reported that this is not the case in Germany. The reason
was that creditors would heavily monitor German firms if large amounts of
funds were raised with debt due to Germany’s strong creditor protection,
making it challenging for the controlling shareholder family to exert complete
control. In a study on European firms, Keasey et al. (2015) find that mature
companies with little need for financing are less likely to dilute control than
fast-growing firms. In addition, their study finds that even start-up family
firms that require the most external funds are more reluctant to dilute their
ownership than those without controlling shareholders. The same trend is
seen in private Italian firms, as Gottardo and Moisello (2014) reported.
According to Jain and Shao (2015), firms controlled by families rarely issue

more stocks after listing, even in the United States.

The fact that the controlling shareholder’s motivation to maintain
control makes debt preferable to equity has been explored. Nevertheless,

some family firms in emerging markets raise funds through stock issuance. It

11 ;
K,

-
|



remains unknown why some firms issue shares at the risk of losing control
and how they issue shares to maintain control. In Cronqvist and Nilsson (2005)
and Wu et al. (2016), firms that are worried about losing control issue equity
through private placement to maintain control. Kim et al. (2019) show that
more than one-third of the equities issued by Korean public firms are issued
to creditors in direct exchange for debt. This result implies that firms in
emerging markets that were not experiencing financial challenges were
reluctant to issue shares because of fears about dilution. Further, their study
finds that more than half of the SEOs by Korean public firms were private
placements. The fact that private placement was traditionally the last resort
for firms that could not be financed indicates that many firms inevitably chose
to issue equity (Chaplinsky and Haushalter, 2010; Brophy et al., 2009).
Moreover, Barclay et al. (2007) note that private placement is primarily aimed
at friendly investors who are less likely to oppose the current management,

thus serving the interests of controlling shareholders.

Some studies above indeed addressed the issue of shares in business
groups. However, a limitation is that they focused on firm-level analysis;
therefore, they could not explain how the organization raises funds at the level
of the entire group. For example, what are the characteristics of firms within
the group that raise funds through stock issuance? In the process, how is a
pyramid formed that allows firms to be controlled with a small stake? Prior
studies of pyramid structures followed a landmark study by La Porta et al.
(1999); the focus was on the tunneling of controlling shareholders (Bertrand
et al., 2002; Morck et al., 2005). However, their findings were insufficient to

explain the pervasive pyramid structure's presence fully. In other words, they
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could not answer the following question: “Among the many ways of

separating ownership and control, why is the pyramid chosen?”

Almeida and Wolfenzon (2006), in the first theoretical study to identify
factors other than the private benefits of the controlling shareholders as a
cause of the pyramid structure, begin with this question. The pyramid has no
advantage over other simple methods of creating a control-ownership
disparity without considering the need to raise capital. The means to increase
the discrepancy while raising capital are limited. Almeida and Wolfenzon
(2006) suggested dual-class share for this reason. When a company issues
dual-class shares, the controlling shareholder can retain control even if the
company raises significant amounts of capital. Therefore, if there are no
additional factors to consider, a dual-class share may be an alternative to the
pyramid structure. However, existing studies reveal that these are not
alternatives and that pyramid structures are much more common worldwide
than dual-class shares (La Porta et al., 1999; Bebchuck et al., 2019). In light
of this, there may be other reasons firms choose a pyramidal structure over a
dual-class share. Almeida and Wolfenzon (2006) find the answer by
examining the firm’s characteristics at the bottom of the pyramid. When
starting a new business, a business group creates a new company at the bottom
of the pyramid. Raising capital from the outside is challenging because of low
profits that can be used as collateral and require much investment. A firm at
the top of the pyramid can support this kind of new subsidiary through the
internal capital market. Meanwhile, the dual-class share is a method of raising
funds from outside the company. It will require high costs considering the

characteristics of new business opportunities and, therefore, cannot be an
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appropriate alternative. Subsequent studies empirically validated Almeida
and Wolfenzon’s (2006) explanation by answering many questions about the
pyramid enterprise structure (Almeida et al., 2011; Bena and Ortiz-Molina,

2013).

In a broad sense, this study supports Almeida and Wolfenzon’s (2006)
theoretical predictions while simultaneously supplementing their study.
According to their model, a business group that attempts to foster a business
with challenges raising funds from outside will support it through retained
earnings by placing the business at the bottom of the pyramid. While the
model has been simplified for ease of analysis, it is reasonable to interpret
“retained earnings” as referring to the overall support through the internal
capital market. Similarly, follow-up studies also show that the pyramid
provides capital for firms with challenges in external financing through
dividends or loans (Gopalan et al., 2014; Buchuck et al., 2014). This context
can also be used to understand a part of our study. New firms established
through Ausgliederung in Korea are often unlisted; in this case, they cannot
use public markets when issuing equity. Consequently, the newly established
subsidiary can choose among only two types of SEOs: rights offerings and
private placements. Among these, private placements for the controlling
shareholder’s family, affiliates, or executives can be regarded as internal
capital markets. Considering that the parent firm holds 100% of the new
subsidiary, rights offerings can also be seen as capital raising using the
internal market. Therefore, besides the public offering case after going public
in the future, only private placements to investors outside the business group

do not rely on the internal capital market. In a broad sense, this is also
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influenced by the internal capital market because most investors who are
affiliated with business groups are subject to allotment. Given these factors,
my study can be considered an empirical investigation of Almeida and

Wolfenzon’s (2006) theory.

However, | also analyze the motivation of controlling shareholders to
maintain control, which was not addressed by Almeida and Wolfenzon (2006).
According to Almeida and Wolfenzon (2006), the business pyramid expands
when it is challenging for business groups to raise external funds for the
particular business units they wish to develop. My study of Korean firms finds
that newly divided wholly-owned subsidiaries had lower profitability than
average listed firms. However, since most firms implementing Ausgliederung
are large and have a high market-to-book ratio, it is challenging to conclude
that divestiture provides a significant advantage in raising funds externally.
Considering that most firms that implement Ausgliederung are situated on the
top or second floor of the pyramid structure, and the small gap between
ownership and control, the motivation to increase capital while maintaining
control is likely the primary reason for Ausgliederung. A more detailed

discussion of this is presented in the following section.

1.3. Sample and hypothesis

This study analyzed all firms listed from 2000 to 2020, including the

first case of Ausgliederung. In addition, the following firms were excluded
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for research purposes: firms with capital impairment, missing or negative
assets and sales, special purpose acquisition firms (SPACs), real estate
investment trusts (REITs), and finance or insurance firms (firms belonging to
6466 of the Korean Standard Industry Classification Code). A total of 2,716
firms and 32,804 firm-year observations were included in the sample, of

which 225 were Ausgliederung firms.

All accounting variables were constructed using separate financial
statements and not consolidated financial statements. Separate financial
statements provide several advantages in researching Ausgliederung
implementers because they are not affected by other affiliates. Consequently,
even if a company is divided into two through Ausgliederung, the two firms’
accounting variables can be combined to analyze financial statements from
before the division. In addition, it is also advantageous to separately analyze
the decision-making of the parent firm and the wholly-owned subsidiary after

Ausgliederung.

In this study, the combination of the parent company and newly
divided company after Ausgliederung is defined as a “Pair.” Comparing this
Pair with other listed firms or matching firms is the primary identification
strategy. A company that implements Ausgliederung does not necessarily
always become a Pair. This study focuses on new firms formed through
Ausgliederung, so it is possible to track their activities for a certain time
following the division. Since the purpose of Ausgliederung is to facilitate
restructuring, many firms use it for purposes such as selling off business units
(Song, 2012). In addition, firms sometimes use Ausgliederung to switch
industries or relocate labor (Johnson, 1996). During this process, many
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Ausgliederung firms disappear immediately after the split. In reality, the 225
Ausgliederung firms that make up the sample account for only 51% of all
those divided via Ausgliederung during the same period. Pairs must meet the
following criteria to be classified as Pairs: (1) a company establishes a
wholly-owned subsidiary through Ausgliederung, (2) accounting information
of the parent company and the new subsidiary in the year of the Ausgliederung
and subsequent years must be publicly available, (3) neither the parent firm
nor the new subsidiary is sold or liquidated by the end of the second year
following the Ausgliederung. The second condition was created to exclude
the case in which the newly formed firm was sold or merged immediately
following the Ausgliederung. The third excludes cases where financially
vulnerable firms used Ausgliederung as a survival strategy. Among the
32,804 values observed over the firm-year, 1,822 or 5.7% corresponded to

Pairs.

[Insert Table 1.1]

Table 1.1 lists the definitions of each variable used in this study, and
Table 1.2 presents descriptive statistics for the major variables. |1 examined
the sample using the descriptive statistics in Table 1.2 and established the
hypotheses. As mentioned in Section 1.2, I am interested in exploring
financing and investment through SEOs by Ausgliederung-implementing
firms. Specifically, it is predicted that there will be increases in SEOs and
investments from the newly established subsidiary. During the entire sample
period, only 25 firms were eventually listed. The average time for these firms
to be listed was 58 months, and only seven were listed within three years of

division. The data indicate that most firms formed through Ausgliederung are
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not listed. Consequently, a direct comparison of newly-established
subsidiaries via Ausgliederung with listed firms is inappropriate. However,
there is also a limit to comparing newly established subsidiaries, formerly
business units of listed firms that still exist as wholly-owned subsidiaries,
with general unlisted firms. Furthermore, since the new subsidiary’s size
incorporated through Ausgliederung is large, finding an appropriate
comparison target among unlisted firms is challenging. Panel C of Table 1.2
indicates the parent company’s characteristics as of the year before
Ausgliederung. The RelSize variable represents the size of the newly
incorporated subsidiary compared with the parent company’s total assets
immediately after the split; it has an average value of 38.55%. In other words,
approximately 27.8% (=35.85/135.85) of the firm’s assets before the
divestiture go to the newly formed subsidiary. However, most of the parent
firms that operate divisions are large. Panel C of Table 1.2 shows that the
average Size of the parent company in the year immediately preceding the
divestiture was 5.87, which corresponds to the top 20% in the entire sample.
Therefore, the average Size of newly established subsidiaries is similar to the
median Size of all listed firms. For these reasons, this study first compares the
Pair with all listed or matching firms. Then, | analyze the differences between

the newly formed subsidiary and the parent company within the Pair.

[Insert Table 1.2]

Meanwhile, according to Panel C of Table 1.2, 89% of Pairs are
business groups with other affiliates in Korea (see the BG variable). In
addition, 90% of firms have controlling shareholders, and 46% have other

listed firms within the business group. The average value of the Layer
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variable, representing the position in the business group pyramid, is only 1.58.
Simultaneously, about two-thirds of firms practicing Ausgliederung are at the
top of the pyramid. The controlling shareholder family’s average cash flow
in the Ausgliederung-implementing company is 29.88%, and the average of
the voting rights is 39.55%. The average voting and cash flow rights
difference is approximately 10%, which is significantly smaller than in
previous studies on Korean business groups (Kim et al., 2004). Low voting
rights and relatively high cash flow rights require controlling shareholders to
spend considerable expenses on maintaining control of the company while
raising capital via stock issuances. Therefore, this figure is crucial in
establishing the research hypothesis. An SEO is required, but simultaneously,
there is a concern regarding dilution of control as it creates an incentive to
raise funds and invest through the new subsidiary after the Ausgliederung.

Based on the above discussions, | formulated the following hypotheses:

Hypothesis 1: Pairs implementing Ausgliederung raise more capital

through SEOs than other listed firms.

Hypothesis 2: Pairs implementing Ausgliederung invest more than
other listed firms. When a company in need of investment
implements Ausgliederung, the increase in investment is more

significant.

Hypothesis 3: Increases in SEOs and investments are attributed to the
newly established subsidiary, not the parent company. Such patterns

are not observed if only the parent company is examined.

19



If these hypotheses are supported, it becomes necessary to analyze
how investors in the capital market respond to such decisions by controlling
shareholders. This is because creating a new wholly-owned subsidiary by
paying expenses rather than using an already listed company is solely for the
benefit of the controlling shareholders. Minority shareholders may accept the
subsequent increase in investment positively, but if they react negatively, the
controlling shareholder violates the rights of the remaining shareholders for
their benefit. Following recent complaints from investors about the initial
public offering (IPO) of the newly established subsidiary through
Ausgliederung, it is believed that Korean investors are more concerned about
infringements on future profits than an increase in investment. Accordingly,

Hypothesis 4 is derived.

Hypothesis 4: Existing shareholders react negatively to the public
announcement of Ausgliederung because future profits from the
investment might be shared with the new shareholders of the newly

incorporated subsidiary.

1.4. Empirical analysis
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1.4.1. Correlation between Ausgliederung and the size or occurrence of

SEOs within five years

This section tests the first hypothesis that firms that implemented
Ausgliederung raise more capital through SEOs than other listed firms. In this
context, a panel regression analysis is presented in Table 1.3. After, the
independent variable, is an indicator variable with a value of 1 if five years
have not passed since the Ausgliederung. In Panel A, the dependent variable
is SEOVol_TA, representing the amount of capital raised through SEOs
relative to total assets. In Panel B, SEOVol, a log value of (1+ volume of SEOs)
and a variable representing the absolute size of the equity issuance, is used as
a dependent variable. In Panel B of Table 1.2, a strong negative correlation
exists between the number of SEOs, the company’s total assets, and the
number of business years. Consequently, all regression equations for Panels
A and B of Table 1.3 use Size, the log value of total assets, and FirmAge, the

log value of business years, as control variables.

SEOVol_TA;,(or SEOVol;,)
= PBo + PiAfterCarve;; + P,Size;s 4
1
+ p3FirmAge;;,_, + Other Controls;,_4 @

+Year FE + Industry FE (or Firm FE) + &

The other control variables include Tangibility (tangible assets
divided by total assets), Profitability (operating income divided by total
assets), Cash_to_Assets (cash and cash equivalent divided by total assets),
Leverage (total liabilities divided by total assets), CAPEX_to_PPE (capital
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expenditure divided by property, plants, and equipment), and
Market_to_Book (market price per share divided by book value per share).
All control variables are included in the regression as lagged values. Rajan
and Zingales (1995) and Baker and Wurgler (2002) demonstrate the
correlation between these variables and seasoned equity offerings. Equations
(1)—(3) also control the fixed effects for year and industry. Equations (4) and
(5) consider the fixed effects for year and firm, whereas Equation (6)
considers the firm-year fixed effect. Double-clustered standard errors by firm
and year are used for all regression analyses to control heterogeneity and
autocorrelation. The only difference between Equations (2) and (3) and
between Equations (4) and (5) lies in whether CAPEX to PPE and
Market_to_Book are included. As all control variables are based on values at
the end of the preceding year, Market _to_Book cannot be included in the
regression during the listing year. As the CAPEX_ to PPE calculation
requires information on tangible assets size in the prior year and the year
before, the value cannot be calculated for firms that missed accounting
information from two years ago. Because of this, some observations are left
out when Market to Book and CAPEX to PPE are included in the
regression equation. Hence, analysis results with and without both variables

are reported.

[Insert Table 1.3]

In Panel A of Table 1.3, where the dependent variable is SEOVol_TA,

the ratio of the amount of SEO to total assets, AfterCarve, a dummy variable
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that gives the Pair that implemented Ausgliederung within five years a value
of 1, shows a significant positive correlation with SEOVol_TA. A Pair that
completed Ausgliederung within five years increases the amount of SEO by
1.116%p to 1.892%p per year compared to total assets, with other factors
controlled and compared with other listed firms. Considering that the average
of SEOVol_TA was 4.84%, it can be concluded that the SEOVol_TA was
23%—-39% higher every year compared with other listed firms for Pair within
five years of Ausgliederung implementation. This difference is statistically
significant in most regression equations at the 1% level. Similarly, these
results were also observed in Panel B, which uses SEOVol, a variable related
to the absolute size of SEO, as a dependent variable. The only difference
between Panels A and B is the dependent variable. According to Panel B, the
correlation between AfterCarve and SEOVol is statistically significant for all
equations at the 0.1% level. Panel C of Table 1.2 confirms that the firms that
conducted Ausgliederung were significantly larger than the average listed
company. Thus, considering the results of Panel A, which demonstrate the
positive correlation between SEOVol TA and AfterCarve, the correlation
between the absolute amount of SEO and AfterCarve is predicted to be more

significant. Such results were observed in Panel B.

The relationship between SEOVol_TA (or SEOVol) and other control
variables is similar to previous studies. The regression coefficients of Size,
Market_to_Book, Profitability, and Leverage are statistically significant for
all equations containing the variables. Size and Profitability negatively
correlated with SEOVol _TA, whereas Leverage and Market to Book

displayed a positive correlation. This is consistent with the results of Baker
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and Waurgler (2002), Loughran and Ritter (1995), and Lyandres et al. (2008).
However, Cash_to Assets and SEOVol TA appear to have a positive
correlation, seemingly contrary to previous studies that demonstrated that the
need for cash is the primary motivation for financing through stock issuance
(McLean, 2011). However, in Panel B, where SEOVol is used as a dependent
variable, a negative correlation is observed between Cash_to_ Assets and
dependent variables, similar to previous studies. Further, although the results
are not included in this study, the positive correlation between
Cash_to_Assets and SEOVol_TA disappears except for companies with total
assets in the bottom 20%. The results indicate that several factors influence

the relationship between cash holdings and the amount of SEO in small firms.

According to Panel A in Table 1.2, of the total firm-year observations,
only approximately 15% of them have raised capital through SEOs. In most
firm-year observations, the value of SEOVol_TA (or SEOVol) is 0. On rare
occasions, firms raise funds by issuing shares. Five hundred and thirty-three
firms, or 19.62% of the total sample, have never raised capital through SEOs.
In Table 1.4, the analysis is carried out with the dependent variable of whether
or not funding was raised through SEO rather than the amount of the SEOs.
The dependent variable, SEO_Dummy, has a value of 1 if the company raised
capital through an SEO; otherwise, it is 0. Analyses were conducted using the
same control variables used in the regression in Table 1.3. Equation (1)
reports the analysis results using the pooled logit model. Equation (2) uses a
panel logit model assuming a random effect, and Equation (3) uses a panel
logit model considering a firm-fixed effect. Equations (4) and (5) use a panel

logit model assuming a firm-fixed effect while considering the fixed effect
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for a year. Equations (1)—(3) use a firm-clustered standard error. As shown in
Equations (4) and (5), when combined with the fixed effects for firm and year,
anonlinear model, such as the logit model, causes incidental parameter issues,
resulting in bias (Heckman, 1987; Greene, 2004). To solve this issue:
regression coefficients and standard errors were calculated using the method
proposed by Fernandez-Val and Weidner (2016). Specifically, in Equation
(4), the bias term was directly estimated using the formula derived by Li et al.
(2003), and then an analytical correction that adjusts the estimator was used.
In Equation (5), by sequentially removing observations for each year, a
jackknife method was used to generate T samples and estimate the parameters

for each sample.

[Insert Table 1.4]

The study reveals that the coefficient of AfterCarve displayed a
significant statistical correlation at the 0.1% level with the SEO_Dummy
variable in all equations. In addition, the rest of the control variables correlate
with the dependent variable in the same direction as previous studies have
reported. For Equations (3)—(5), which include a fixed effect for the firm,
many firm-year observations are excluded because the proportion of firms

that did not raise capital through SEOs was high.

In Table 1.5, I delved deeper into what characteristics Pair raised
more funds through stock issuance after Ausgliederung was implemented.
Since this paper assumes that the reason why a company establishes a wholly-
owned subsidiary using Ausgliederung is the financing necessary for

investment, it is essential to examine the characteristics of Pair. More
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specifically, | assume that Pair will raise more capital through stock issuances
when the newly established subsidiary runs a less profitable business and
requires a lot of investment. This hypothesis is consistent with Almeida &
Wolfenzon's (2006) story. However, since the newly established subsidiary
does not have past accounting data, Table 1.5 uses the average profitability
of the industry to which the subsidiary belongs and average investment
relative to the total asset as a proxy. Suppose the operating income relative to
the total assets of the industry to which the new subsidiary belongs is within
the top 30% of the whole industry. In that case, the Sub_HighP_Ind is 1, and
a value of 0 is given in the remaining cases. Similarly, Sub_LowP_Ind is 1
only when operating income to total assets falls within the bottom 30% of all
industries. For industries with moderate profitability, the values of both
variables are zero. Two variables were similarly constructed using the ratio
of investment to total assets. The Sub_Highl _Ind (Sub_Low_Ind) variable
only has a value of 1 when a new subsidiary belongs to an industry with a top

(lower) 30% investment relative to total assets.

Table 1.5 is a subsample analysis for only pairs that have
implemented Ausgliederung. In this study, there are 225 pairs, and in the
analysis of Tables 1.3 and 1.4, we only paid attention to the period five years
after the division. Accordingly, Equations (1), (2), (4), (6), and (7) of this
table analyze what characteristics the pair raised more funds by issuing shares
within five years after Ausgliederung was implemented. On the other hand,
in equations (3), (5), and (8), a specific period is not set. Therefore, pairs ten

years after Ausgliederung are also included as samples in these equations.
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Equations (1)-(3) consistently present the result that Pair issues more
shares when the newly-established subsidiary belongs to an industry with low
profitability, regardless of the length of the period and whether the industry
fixed effect is included. Equations (4)-(5) also show that subsidiaries issue
more shares when they belong to an industry with a high investment-to-total
asset ratio. These results are consistent with this study's hypothesis and the
theoretical prediction of Almeida and Wolfenzon (2006). However, Almeida
and Wolfenzon (2006) predict that the profitability of the parent company
used to make subsidiaries at the bottom of the pyramid is high, but such a
result is not observed. (Equation (6)-Equation (8)) These results seem to be
because, in their theory, the parent company is assumed to be the only
company belonging to the same corporate group as the newly-established firm.

Still, in reality, this is not the case.

Based on the analysis in Tables 1.3, 1.4, and 1.5, it can be concluded
that Ausgliederung-implementing Pairs raised greater and more frequent
capital through SEOs and, thus, had a greater amount of SEOs compared to
the total assets during the five years after Ausgliederung. These results are
statistically significant in any equation, regardless of changes in control

variables or estimation methods.

1.4.2. Correlation between the Ausgliederung and investment within five

years
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This section tests Hypothesis 2 that a Pair implementing the
Ausgliederung invests more than other public firms. A panel regression is
conducted with the dependent variable Investment TA, representing
investment as a percentage of total assets. The results are presented in Table
1.6. Panel B of Table 1.2 confirms a strong negative correlation between
Investment_TA and the firm’s total assets (or the number of operating years).
This is in line with previous studies examining the firm’s life cycle theory,
wherein the investment to total assets decreases gradually as the firm matures.
Thus, all analyses include the Size variable representing the firm's size and
the FirmAge variable representing the number of years the firm has been in
operation. Furthermore, except in Equation (5), all analyses include
Market_to_Book, which captures investment opportunities. In addition to
these variables, Equations (2)—(5) include OCF_TA, which represents the
operating cash flow to total assets, and Sales Growth Rate, which represents
the growth rate of sales. OCF_TA is included in the regression to control the
high correlation between operating cash flow and investment (Fazzari et al.
1988; Kaplan and Zingales 1997), while Sales Growth Rate accounts for
changes in demand not captured by Market to_Book. All equations include
year-fixed effects and industry-fixed effects. Double clustered standard errors
are used for firms and years to control heteroscedasticity and autocorrelation.

The formula for this is below.
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Investment_TA, ;
= Bo + P1AfterCarve;, + B,Size; 4
+ PBsMarket_to_Book;;_,
+ Other Controls;;_, +Year FE

+ Industry FE + &

[Insert Table 1.6]

Equation (1) includes Size, FirmAge, Market_to Book, and fixed
effects for year and industry. In Equation (2), OCF_TA and Sales Growth
Rate are included in addition to the control variables of Equation (1). In both
equations, the correlation between Investment TA and AfterCarve is
statistically significant. Compared with other public firms, while controlling
other factors, Pairs that conducted Ausgliederung within five years invest
1.274-1.567%p more relative to the total assets per year. With the average
Investment_TA of 6.23%, it can be interpreted that Pairs within five years of
Ausgliederung have approximately 20-25% higher Investment_TA per year

than other listed firms.

Equations (3)—(5) test Hypothesis 2 that firms in need of additional
investment implement Ausgliederung to raise the necessary funds and that the
size of investment increase after Ausgliederung is larger. The analysis follows
the following procedure. First, | create a dummy variable that assigns a value
of 1 for firms motivated to increase investment and include it in the regression
equation. Additionally, the interaction term between this dummy variable
and the AfterCarve variable is included in the regression. This difference-in-
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differences (DiD) method intends to prove that firms that needed to increase
investment in advance substantially increased investment through

Ausgliederung.

Previous studies show that corporate investment decisions are
influenced by peer firm investment activities (Bustamante and Frésard, 2021).
Based on these results, I assume that firms in industries with a high proportion
of tangible assets and high investment compared with total assets have an
incentive to increase investments. High T Ind assigns 1 to firms in an
industry where the ratio of tangible assets to total assets in the previous year
is within the top 30%, and 0 otherwise. Furthermore, High_I_Ind equals one
if a firm is in an industry where the ratio of investments to total assets in the
previous year falls within the top 30%, and O otherwise. Additionally, as
Tobin’s g captures business opportunities at the individual firm level, firms
with high g will need to increase their investment. The HighQ variable has a
value of 1 if a firm’s Tobin’s q is within the top 30% for the year, and 0

otherwise.

The results are as follows. The interaction terms High_T_Ind (or
High_I Ind) and AfterCarve display a statistically significant positive
correlation at the 10% level. (Equations (3) and (4)) The interaction term
coefficients of HighQ and AfterCarve are significant at the 5% level.
Although not included here, these results remain the same even if the criteria
for the High_ T _Ind, High_I Ind, and HighQ variables are changed. In
Equations (3) and (4), the statistical significance of the coefficient values for
the AfterCarve variable is weaker than that in Equations (1) and (2),
suggesting that not all firms that have conducted Ausgliederung increase their
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investment to the same extent. In Equation (5), Market_to_Book is not used
as a control variable because of the high correlation between Tobin’s g and
Market_to_Book. Consequently, the coefficient of AfterCarve increased
significantly due to the correlation between the dependent variable

Investment_TA and the variables Market_to_Book and AfterCarve.

1.4.3. Matched sample analysis: Correlation between Ausgliederung

within five years and SEOs and investments

In this section, Hypotheses 1 and 2 are verified again using matched
sample analysis, establishing a more evident relationship. Specifically, |
construct a matched sample based on the variables affecting Ausgliederung
implementation. Then, | use only the firms from this sample to demonstrate
that those implementing Ausgliederung have more SEOs and investments.
Considering that a firm’s decision to divide is determined endogenously, it is
not appropriate to interpret the results in Sections 4.1 and 4.2 as causal

relationships. This section aims to complement this problem.

Matching samples are constructed according to the following
procedure. First, I classify all firm-year observations by year. Then, the firm-
year observations in the year before the Ausgliederung are assigned the value
of 1, and the rest are given 0. In Panel B of Table 1.2, variables that had a
significant correlation with AfterCarve at the 5% level are added, such as total

assets (Size), profitability (Profitability), debt ratio (Leverage), number of
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years of operations (FirmAge), cash ratio (Cash_to_Assets), and market-to-
book ratio (Market_to_Book). Then, logit regression analysis is performed to
estimate the probability value of implementing Ausgliederung in the next year.
A matched sample with the most similar propensity score is constructed with
the estimated propensity score. Equations (1)—(3) match a firm with an
Ausgliederung-implementing firm, and Equations (4)—(6) match up two firms
with an Ausgliederung-implementing firm. The caliper method is used to
avoid matching with firms whose characteristics are significantly different

(caliper = 1%, with replacement).

A DiD analysis is performed using the matched sample from the
previously discussed procedure. Treat is a dummy variable that assigns a
value of 1 to firms implementing Ausgliederung and 0 to matched firms.
Post5yrs is a dummy variable that gives a value of 1 within five years of
Ausgliederung and applies to Pair and matched firms. As an example, suppose
Firm A conducted Ausgliederung in 2014. For all firm-year observations of
Firm A, the Treat is 1. However, for observations corresponding to Firm A,
the Post5yrs variable value is 1 for all firm-year observations from 2015 to
2019, five years after the division. Once Firm B becomes Firm A’s matched
firm, Firm B’s observations have a Treat value of 0. However, Firm B’s
2015-2019 firm-year observations are given 1 in Postbyrs. Therefore, the
interaction term of Treat and Post5yrs is the same as the AfterCarve variable,
which continued to be used as the key explanatory variable in this study. Panel
A of Table 1.7 is the result of regression analysis performed with SEOVol_TA
as the dependent variable, while Panel B uses Investment_TA as the dependent

variable. Both use Treat and Post5yrs and the interaction term of the two
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variables as explanatory variables. All equations consider the fixed effects for
industry and year, and double-clustered standard errors by firm and year are

used. This can be expressed as the following formula.

SEOVol_TA;, (or InvestmentTAi’t)
= Po+ PiTreat;y + [,PostSyrs;,
+ p3(Treat;; X Post5yrs;,)
+ Other Controls;;_, + Year FE

+ Industry FE + &

[Insert Table 1.7]

Panel A of Table 1.7 reports the analysis results using SEOVol TA
as a dependent variable. First, Equations (1) and (4), which use only the
interaction term of Treat and Post5yrs for analysis without DiD, attempt to
test whether the results of Panel A in Table 1.3 are repeated under this sub-
sample. Even under this sub-sample, the interaction term of Treat and
Postbyrs, the same as the AfterCarve variable, shows a significant positive
correlation at the 1% level. Next, in Equations (2), (3), (5), and (6), where the
DiD analysis is performed by adding Treat and Postbyrs, the interaction term
shows a statistically significant positive correlation with the dependent
variable. However, the coefficients of Treat and Post5yrs are not statistically
significant in any equation. This result indicates that there is no significant

difference in the size of the SEOs between the Ausgliederung and matched
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firms before Ausgliederung; however, after experiencing the Ausgliederung,
there is a considerable difference in the amount of SEOs between the two.
This result is consistent with Hypothesis 1 that controlling shareholders who
lower their concerns about the dilution of control by implementing

Ausgliederung are more likely to issue equity to raise capital.

Panel B of Table 1.7 reports the analysis results using Investment_TA
as a dependent variable. Using the same methodology as in Panel A,
Equations (1) and (4), which used the interaction term of Treat and Post5yrs
for analysis without DiD, are designed to test whether the results of Equations
(1) and (2) in Table 1.6 are repeated under this sub-sample. The coefficient
of the interaction term of Treat and Post5yrs, which is the same as the
AfterCarve variable, had a statistically significant positive value. In addition,
in Equations (2), (3), (5), and (6), where DiD analysis is performed by adding
Treat and Postbyrs, the interaction term showed a statistically significant
positive correlation with the dependent variable. However, even in Panel B,
the coefficients of Treat and Post5yrs are not statistically significant in any
equation. These results support Hypothesis 2 because they show that the Pair
can invest more than the matched firms only after experiencing

Ausgliederung.

1.4.4. SEOs and investment of the Ausgliederung-implementing parent

firm
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The previous analysis showed that the Pair makes more investments
and raises capital through stock issues after Ausgliederung. However, to
support the hypotheses of this study, the SEOs and investments must be
caused by the newly established subsidiary, and not the parent company.
Table 1.8 confirms this. About the descriptive statistics in Chapter 3, this
study mentioned the reasons for using separate rather than consolidated
financial statements. As separate financial statements do not reflect the
information of related subsidiaries, accounting variables of the parent firm
and the new subsidiary are combined to create accounting variables for the
Pair. Conversely, variables in the separate financial statements of the parent
firm can be used instead of accounting variables of the Pair to exclude the

impact of the newly incorporated subsidiary.

[Insert Table 1.8]

Using these advantages, Table 1.8 tests whether the parent firm has
more SEOs or investments after Ausgliederung. SEOVol_TA_O refers to the
amount of SEO compared to the total assets of public firms calculated using
separate financial statements. So, unless a firm is an Ausgliederung-
implementing parent firm, SEOVol_TA O is equal to SEOVol_TA. However,
suppose it is an Ausgliederung-implementing parent firm; then, there is a
difference  between SEOVol TA and SEOVol TA O because
SEOVol_TA O is calculated using its own SEO amount and total assets
rather than the Pair level. Similarly, Investment TA O is the amount of
investment compared with the total assets of the public firms. Panel A
examines the correlation between the parent firms’ volume of SEOs relative

to the total assets and Ausgliederung within five years based on
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SEOVol_TA_O as the dependent variable. The control variable, Size, is also
replaced by Size O, a variable obtained only for the parent firm. The
remaining control variables, including Tangibility, Profitability,
Cash_to_Assets, Leverage, and CAPEX to PPE, are also newly obtained
from the parent firm unit. However, since the Pair’s FirmAge is obtained
based on an Ausgliederung-implementing parent firm, it remains the same.
Because most new subsidiaries formed out of Ausgliederung are unlisted
firms, the Market_to_Book uses the parent firm’s value in the previous
analyses. Therefore, Market_to_Book remains the same in this table. The year
fixed effect is considered in all equations, while the industry fixed effect is
added in Equations (1) and (2), and the firm fixed effect is added in Equations
(3) and (4). In Equations (1) and (3), only Size_O and FirmAge are used as
control variables, while all control variables are used in Equations (2) and (4).
Equation (5) is the result of repeating the analysis of Equation (4) without
considering firms with total assets below the median value, reflecting the fact
that the size of the divided parent firm is significantly greater than that of the
average public firm. Double clustered standard errors by firm and year are
used for all regression analyses to control heteroscedasticity and

autocorrelation.

The analysis results reveal that the statistical significance of the
AfterCarve coefficient is weaker than that in Table 1.3. Considering the fixed
effect for a firm, the correlation between AfterCarve and SEOVol_TA O is
not statistically significant. On the other hand, a statistically significant
positive correlation is observed at the 10% level with industry fixed effect.

Still, both the size of the coefficient and the t-value are smaller than those in
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Table 1.3, which uses a Pair. Moreover, when firms with total assets less than
the median value are excluded, the coefficient of AfterCarve loses statistical

significance even in the model using the industry fixed effect.

In Panel B, Investment_ TA O is used as a dependent variable to
analyze the correlation between investments and whether Ausgliederung is
implemented. This analysis is conducted in the same way as in Panel A. The
results reveal that in Equations (1)—(4), the correlation between AfterCarve
and Investment_TA_O is not statistically significant. Instead, in Equations (2)
and (4), a weak negative correlation is found, although it is not statistically
significant at the 10% level. In addition, by applying Equations (3)—(5) in
Table 1.6, which examine the changes in investment before and after the
Ausgliederung of the Pairs considered to require investment, the analysis is
performed again using only the parent firm. In any equation, no significant
positive correlation is found in AfterCarve or the interaction term of
High_T_Ind (or High_I_Ind or HighQ) and AfterCarve. Instead, when HighQ
and the interaction term of HighQ and AfterCarve are used as explanatory
variables, the coefficient of AfterCarve had a significantly negative value at
the 10% level. These results confirm that a newly incorporated subsidiary

leads to an increase in SEOs and investments.

[Insert Table 1.9]

Table 1.9 directly compares SEO and investment amount between the
Ausgliederung-implementing parent firm and the new wholly-owned
subsidiary for a certain period after the Ausgliederung. The table includes

only the parent firm and the new subsidiary, excluding all other firms.
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D_NewFirm is a dummy variable, that is, assigned a value of 1 when a firm
is a wholly-owned subsidiary created through Ausgliederung and 0 when it is
a parent firm. Size_separate is calculated similarly to Size but is determined
separately for the parent firm and subsidiary. SEOVol5_separate represents
the accumulated amount of SEOs within five years of Ausgliederung and is
calculated for the parent and new firms (in units of KRW 1 billion),
respectively. SEOVol5_TA separate is the value obtained by dividing the
cumulative amount of SEOs within five years of Ausgliederung by the total
assets at the time of Ausgliederung; it is also defined for both the parent firm
and new subsidiary. SEOVol3_separate and SEOVol3_TA separate are also
determined in the same manner as the previous two variables, except that the
reference period is three years. Panel A, wherein SEOVol5_separate and
SEOVoI3_separate are used as dependent variables, shows the difference in
the cumulative amount of SEOs between the parent and new firms. In Panel
B, wherein SEOVoI5_TA separate and SEOVoI3_TA separate are the
dependent variables, the difference in the cumulative amount of SEOs relative
to the total assets between the Ausgliederung-implementing parent firm and
the new subsidiary is analyzed. Panel C shows the difference in investment
size between the Ausgliederung-implementing parent firm and the newly
established subsidiary. Inv5_separate and Inv3_ separate represent the
cumulative investment amount for five and three years, respectively, after
Ausgliederung (in KRW billions). Inv5_TA_separate and Inv3_TA_separate
are the values of the cumulative investment amounts within five and three
years, respectively, of the Ausgliederung, divided by the total assets at the

time of division.
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Equation (1) in Panel A uses only D_NewFirm as a control variable
without using any other control variables. Therefore, the intercept represents
the cumulative amount of SEOs of the Ausgliederung-implementing parent
firm within three years after the Ausgliederung. Accordingly, the coefficient
of D_NewFirm can be viewed as the difference in the cumulative amount of
SEOs for three years after the Ausgliederung of the newly established
subsidiary from its parent firm. In other words, for three years after the
Ausgliederung, through SEO, the parent firm and new subsidiary raise an
average of 225.95 and 433.68 billion KRW, respectively. However, the
difference between the two is not statistically significant. Nevertheless, as
shown in Panel C of Table 1.2, when the assets of the newly established
subsidiary, which are 35.85% of the parent firm at the time of the
Ausgliederung, are controlled, the newly established subsidiary significantly
increases the capital through SEO for three years after the Ausgliederung
(Equation (2)). Adding control variables does not change this result (Equation
(3)). Equations (4) and (5) illustrate the results of the same type of analysis as
in Equations (2) and (3), with only the dependent variable changed to
SEOVol5_separate. Furthermore, the cumulative amount of SEOs over the
five years following the Ausgliederung is higher for the new subsidiary than

for the parent firm.

The accumulated amount of SEQ is not a dependent variable in Panel
B. Instead, the SEOVol5_TA separate and SEOVol3_TA separate variables
obtained from dividing the cumulative amounts in three or five years by the
total assets at the time of Ausgliederung, are used as dependent variables.

According to Panel B, the new subsidiary has significantly larger SEOs than
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its parent firm. The results are consistent with Hypothesis 3. In Panel C, the
cumulative investment amount relative to the total assets at the time of the
Ausgliederung for a certain period after the Ausgliederung is compared
between the new subsidiary and the parent firm. The cumulative investment
amount compared with the total assets of the subsidiary firm is significantly
higher than that of the parent firm. This result also follows Hypothesis 3, that

the increase in investment after Ausgliederung is led by subsidiaries.

1.4.5. Effect of publicly announcing Ausgliederung according to the

purpose of division

It is difficult to predict investors’ reactions to Ausgliederung, which
may lead to increased capital raising through SEOs and investment in the
future. In Korea, several firms that converted their high-potential business
units into wholly-owned subsidiaries through Ausgliederung and
subsequently listed (or were in the process of listing) these subsidiaries have
faced disputes. Despite these firms’ assurances that large-scale investments
will be possible through financing in the future, investors reacted negatively.
For instance, NHN’s stock price fell by 9.7% in one day after announcing
Ausgliederung for its cloud division in December 2021. Based on this recent
experience, it is easy to assume that investors will react negatively; however,
existing studies suggest otherwise. For example, studies on the market
reaction to announcing Ausgliederung in Korea report that no significant

results are found in the post-disclosure period (Kang and Jinn 2012; Kim and
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Soo 2013), or rather, a statistically significant positive abnormal returns are

found (Park and Jeon, 2008).

There is a problem as existing Korean studies do not clearly
distinguish the motives for implementing Ausgliederung. Ausgliederung can
be used to improve efficiency through restructuring (John and Ofek 1995;
Desai and Jain 1999; so, the market will respond positively to the
announcement of such an Ausgliederung. On the other hand, market
participants will react negatively to the disclosure of Ausgliederung of interest
in this study, which is likely to be used as a means of finance and investment

(Hypothesis 4).

While the above hypothesis sounds straightforward, it does not align
with the existing studies conducted in the United States, where no controlling
shareholders exist. It is reported that investors in the United States respond
positively to announcements of equity carve-outs, similar to listing
subsidiaries after Ausgliederung (Schipper and Smith 1986, Slovin et al. 1996;
Vijh 1999). It is possible to apply the interpretation of such studies to the
Korean Ausgliederung as it stands. For example, there is a logic that a carve-
out is valuable to shareholders of a parent firm because it allows the parent
firm to focus more on its flagship business while still maintaining control over
the affiliates (Vijh 1999) or because share issuances, that are, perceived
negatively by investors can be handed over to subsidiaries (Schipper and
Smith 1986). The same logic can be applied to the Korean firms that establish
new subsidiaries and raise funds through them. Therefore, if investors react
negatively to the announcements of Ausgliederung, which is likely to increase
the amount of SEOs and investment, it may be due to factors that do not exist
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in the U.S. market but exist in Korea. This study proposes that the main factor
is the existence of controlling shareholders who can make firm decisions

against the preferences of minority shareholders.

It is difficult to use the sample of this study, which was analyzed
using only some of the Ausgliederung, in this section as it is. This study only
includes firms whose parent and subsidiary firms did not dissolve until the
end of the second year after division. However, it may not be appropriate for
this section to study investors’ responses to the announcement because such
dissolution occurs after the Ausgliederung announcement. Additionally, since
only short-term stock price data are needed after the Ausgliederung, it is not
necessary to exclude firms that divided after 2020. This section thus examines
the responses to announcements on Ausgliederung for all 612 Ausgliederung

cases from 2000 to 2021.

[Insert Table 1.10]

First, responses to announcements on the entire Ausgliederung are
investigated without classifying the Ausgliederung according to the purpose
of division. On the announcement day, no significant abnormal returns are
observed; however, from the first to the third day after the announcement, a
significant negative abnormal return is observed each day. This results in a
significantly negative cumulative abnormal return (-1 to +1) for two days
following the announcement (see Figure 1.1). Negative cumulative abnormal
returns increase until the day +9 and remain at a similar level until the day

+20.

[Insert Figurel.1]
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Following my earlier hypothesis, this study finds that negative
abnormal returns and cumulative abnormal returns would be primarily driven
by firms that implement Ausgliederung for future finance and investment. As
a verification, the purpose of the Ausgliederung described in the prospectus
Is categorized into four types: 1) finance and investment through new
subsidiaries, 2) rehabilitation of corporations, 3) establishment of holding
company, and 4) improving efficiency through division. The results are
presented in Panel A of Table 1.11. As the firms themselves are responsible
for drafting and announcing the division’s purpose, a researcher’s judgment
is required to classify Ausgliederung’s purpose. In this study, only firms that
explicitly stated their plan for financing or increasing investment through new
subsidiaries are categorized as “finance and investment through new
subsidiaries.” In contrast, firms that vaguely described their goals, such as
“increasing investment efficiency,” are classified as “improving efficiency
through division.” In the end, 168 cases, or 27% of the total Ausgliederung

cases, are classified as “finance and investment through new subsidiaries.”

[Insert Table 1.11]

Subsequently, Panels B and C of Table 1.11 test whether investors
react negatively to the announcements on Ausgliederung classified as
“finance and investment through new subsidiaries.” Panel B presents the
results of the abnormal returns on the day of the announcement and
cumulative abnormal returns two to three days after the announcement. The
abnormal and cumulative abnormal returns of the disclosures of the
Ausgliederung, which are classified to the other three division purposes, are

not statistically significant. Meanwhile, the abnormal and cumulative
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abnormal returns of those with the division purpose “finance and investment
through new subsidiaries” are all statistically significant at the 1% level.
These results are maintained while other factors influencing the
announcement effect are controlled. The control variables used in Panel C of
Table 1.10 are as follows: for the parent firm implementing Ausgliederung,
Size, Leverage, Cash-to-Asset, and OCF_TA, ROA, for the subsidiary, ROA

and Tangibility.

Finally, regarding the remaining firms whose purpose of the division
is not categorized as “finance and investment through new subsidiaries,”
Panel D of Table 1.11 examines the relationship between the parent firm’s
cash holding level and the announcement effect. Significant positive
abnormal and cumulative abnormal returns are observed in the Ausgliederung
announcement of the parent firm, whose cash holding ratio is within the
bottom 30%. This finding suggests that even when firms announce the same
Ausgliederung, investors react differently depending on its purpose.
Moreover, Panels B and C of Table 1.11 show that even before the IPO of a
new subsidiary incorporated by the Ausgliederung attracted investors’
attention, investors already reacted negatively to the possibility of sharing

future profits that should have been theirs with new investors of the subsidiary.

1.5. Conclusion
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Recently, the Korean capital market has given a lot of attention to a
public firm setting up a wholly-owned subsidiary through an Ausgliederung
of its primary business division and then re-listing the subsidiary on the stock
market. Most of the discussions related to this issue focus on how to protect
minority shareholders. The protection of shareholder rights is an important
topic. Still, little attention is paid to the motivation of firms to take such
decisions even when doing so infringes the rights of minority shareholders.
Several studies suggest that controlling shareholders’ concern about the
dilution may lead to such decisions (Lee 2020); however, many questions
remain unanswered because this topic has only been examined through case
studies. Is raising capital via the issuance of shares by wholly-owned
subsidiaries a new phenomenon? What amount of capital is raised in this way,
and how many firms have used this method? Are the funds raised through
wholly-owned subsidiaries used for investment, as some recently

Ausgliederung firms claim?

This study examines such questions, and the findings are as follows.
Establishing a wholly-owned subsidiary through Ausgliederung and raising
funds by listing the subsidiary immediately is a relatively new approach.
Nevertheless, business groups have been raising funds through SEOs in
newly established subsidiaries instead of going public. Over the five years
following the Ausgliederung, the Pair of a parent firm and a wholly-owned
subsidiary raised more capital through SEOs than other public firms. This
study reveals that the Pair’s capital raised through SEOs within five years of
the Ausgliederung accounted for 15.4% of all paid-in capital increases of all

listed firms. Additionally, 58.86% of Pair’s SEO is made by the newly
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established subsidiaries. This is a surprisingly high figure given that there
have been only 583 instances of listed firms implementing Ausgliederung
between 2000 and 2020, the period analyzed in this study, more than half of
which are liquidated or sold within three years. Furthermore, newly
incorporated subsidiaries issue many shares and make higher investments,
indicating that newly incorporated firms play a vital role in expanding

pyramidal business groups.

More than half of the Ausgliederung firms are at the top of the pyramid
within the business group. Furthermore, the average voting rights of such
firms’ controlling shareholders are less than 40%, whereas the average cash
flow rights are about 30%. Considering these facts and the Pair’s large stock
issuances and investment together, it can be inferred that if the parent firm
had not set up a new subsidiary and directly raised capital through SEOs, the
controlling shareholders would have needed to hold considerable cash to
maintain control. This problem can be easily solved by creating a wholly-
owned subsidiary, as Yoshisuke Aikawa highlighted more than 100 years ago.
This study posits that this is one of the primary motivations for pyramid

expansion.

This study illustrates that private firms, which have received relatively
little attention because of a lack of data, play an essential role in raising capital
and investing for business groups. In most countries, the information
available on unlisted firms is limited, making it difficult to conduct an in-
depth study. However, existing studies have suggested that private firms
constitute a large part of the business group and play a crucial role in helping
the controlling shareholder maintain control (Morck and Yeung 2003; He et
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al. 2013). © Because of the easy access to information on unlisted
corporations in Korea, | can comprehensively analyze capital raising through
SEOs and the expansion of business groups. Moreover, previous studies
report that most Korean firms that need investment raise capital by a method
other than stock issuance (Choi and Suh, 2017), and financially distressed
firms tend to engage in stock issuances (Kim et al., 2019). Still, I supplement
these by showing that unlisted affiliates’ capital raised through SEOs

accounts for a significant portion of the corporate group’s issuance of shares.

The issuance of shares by newly incorporated firms through
Ausgliederung helps increase investment and avert dilution of control by
controlling shareholders. Unfortunately, based on an analysis of the
announcement’s return, the rights of minority shareholders are also infringed
in this process. The recent discussion on investor protection has focused on
the IPO of subsidiaries set up through Ausgliederung. However, little
attention has been paid to investor protection when a newly incorporated
subsidiary issues shares, although existing shareholders of the parent
company must share the future profits of the carved division with other new
shareholders. Accordingly, even when a wholly-owned subsidiary established
through Ausgliederung raises funds through SEQOs, investor protection
measures being discussed under the premise of going public via IPO must be

applied.

®In fact, in the case of Hyundai Motor, the second largest corporate group in Korea, 26.2%
of its total assets (80.37 trillion KRW) were owned by its unlisted subsidiaries as of 2020.
In the case of SK, the third largest corporate group, 49.3% (79.05 trillion KRW) of assets
were owned by its unlisted affiliates.
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Chapter 2. Aligned Incentives of SPAC Sponsors

: Evidence from Korean SPACs

2.1. Introduction

“The misaligned incentives for SPAC sponsors, who are given a “promote,” or
20% stake, in the public company following the merger with a private company,
gives them an all-but-guaranteed profit, putting retail investors at increased risk
and allowing companies with significant weaknesses to bypass the disclosures

required of a traditional IPO.”

Senator. Elizabeth Warren, May 2022?

Special Purpose Acquisition Company (hereafter, SPAC), as a blank
check company, goes public through an IPO for the sole purpose of raising
funds to purchase private companies. Since 2020, the number and total
proceeds of SPAC IPOs in the U.S. have dramatically increased, and SPACs
receive both a lot of attention and criticism from academics and policymakers
as well as investors. SPACs are always blamed for the poor performance of

SPAC targets after target firms become public. Commonly, academia and

@ https://www.warren.senate.gov/imo/media/doc/SPACS.pdf
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policymakers attribute the poor performance of SPAC targets following
listing to misaligned incentive structures of SPAC sponsors, which induces
SPAC sponsors to select bad acquisitions ® . To strengthen investor
protections and responsibilities of SPAC sponsors, SEC proposed new rules
on more detailed and stricter disclosures on SPAC IPOs and target firms in
March 2022. Also, Senator Warren is proposing the “SPAC Accountability

Act 0f 2022” to codify the proposed new rules by SEC into laws.

In this paper, we want to investigate how aligned incentives of SPAC
sponsors influence outcomes of SPAC target firms. To address this question,
we exploit data of Korean SPACs from 2009 to 2021. The system of Korean
SPAC was introduced in December 2009 as a modified version of the U.S.
SPAC system, and the first SPAC occurred in 2010 in Asian countries. Since
then, Korea has 217 SPACs until 2021.

We have two main advantages of using Korean data in this study. First,
Korean SPACs have unique institutions on SPAC sponsors. Promote shares
of sponsors in Korea SPACs are much less discounted than in the U.S. SPACs,
SPAC sponsors in Korea have more alignment with SPAC public investors
than in the U.S. Also, according to regulations on SPAC in Korea, SPAC
sponsors should be composed of at least one securities firm which meets
certain qualifications. This regulation enhances the specialty and the

accountability of SPAC sponsors. Thus, SPAC sponsors in Korea are more

® Kolb, and Tykvova (2016), and Dimitrova (2017); U.S. House Committee on Financial
Services Virtual Hearing - Going Public: SPACs, Direct Listings, Public Offerings, and the Need for

Investor Protections https://financialservices.house.gov/events/eventsingle.aspx?EventID=407753

49


https://financialservices.house.gov/events/eventsingle.aspx?EventID=407753

aligned with public investors and take the responsibility of distinguishing the
good type of target firms from the bad type of firms to maximize their profits.
Second, because private firms in Korea are required to be audited by external
auditors, financial information for private firms is disclosed. Thus, the Korean
financial market provides an empirical setting for us to use pre-listing firm

characteristics and to compare pre-listing and post-listing firm characteristics.

First, we want to examine what determines the choices between a
SPAC merger and a traditional IPO for private firms when going public.
Private firms can choose a SPAC merger as a viable alternative to a
conventional IPO®. To be listed on stock exchanges via traditional 1POs in
Korea, private firms must meet listing requirements of having a minimum
sales or EBIT, etc., before applying. While Kim et al. (2020) and Park (2022)
conduct similar tests with us using Korea SPAC mergers and traditional data,
they overlook the requirements of listing such EBIT and sales in their
analyses. In our tests, we consider listing requirements as predeterminants on
regression models. Kolb and Tykvova (2016) explore determinants of SPAC
acquisitions over traditional IPOs, but they use post-listing firm
characteristics as predeterminants in their regression models due to the

unavailability of pre-listing financial information.

We find that firm characteristics differ systematically across SPAC
merged and IPO firms. Firms with smaller size, less sales, or lower earnings

before interest and taxes (EBIT) are more likely to choose SPAC mergers

@ Since due diligence was adapted to a reverse merger in 2011, the number of listings through a

reverse merger has sharply been reduced to zero.
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than traditional IPOs. Our findings suggest that when firms have a higher
level of asymmetric information and are more financially constrained, firms
are more likely to use SPAC rather than IPO. Thus, SPAC can help private
firms access the public market by reducing the asymmetric information of

those firms.

Second, we compare changes in pre-listing to post-listing financing
activities of SPAC targets to those of IPO firms. Using the difference-in-
differences analysis, we find that SPAC targets raise less financing than IPO
firms when both SPAC targets and IPO firms are unlisted, but the increase in
financing activities by SPAC targets is larger than by traditional IPO firms.
SPAC targets raise funds through equity issuances such as right offerings or
private placements. Investors in private placements are alliance partners or
accredited investors. Since private firms which go public through a SPAC
merger tend to be much smaller and are not likely to meet requirement listings,
they have higher asymmetric information than traditional IPO firms. Because
information asymmetry increases the cost of raising external capital, private
firms can be financially constrained before going public. However, by
relieving the information asymmetry of SPAC targets, the De-SPAC process
leads to more external financing by SPAC targets after they access the public

market.

Lastly, we test changes in investments before and after the listing of
SPAC targets. Proceeds from SPAC IPOs are injected into SPAC targets in
the process of SPAC acquisitions, or SPAC targets raise additional capital
after they become public. SPAC targets can increase their capital expenditure
or R&D expenses with proceeds. Through the difference-in-differences
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method, we find that the incremental investment for SPAC targets is much
higher than that of IPO firms before and after listings. Fazzari et al. (1988)
show that investment by financially constrained firms is more sensitive to
cash flow. Our findings suggest that proceeds of SPAC IPOs or additional
financing induce SPAC targets to increase more investment activities because
SPAC targets are financially constrained before going public. Additionally,
by exploiting the triple-differences approach, we find that incremental
investments are more pronounced in SPAC targets with high investment
opportunities. Thus, these findings imply that incremental investments in

SPAC targets are not overinvestments.

As a robustness test, we perform the placebo test to support our
evidence in financing and investment activities. First, we match SPAC targets
with private firms that neither are targeted by SPACs nor go public via IPOs.
To construct a sample of matched firms comparable with SPAC targets, we
exploit the propensity matching score approach. Then, we repeat to conduct
the difference-in-differences test over the matched private firms and
traditional 1PO firms. The placebo test shows that the matched sample of
firms does not increase financing and investment following the quasi-listing
year. Therefore, our results imply that SPACs target private firms which need
financing and investments and help private firms finance and invest by taking

them public.

One can argue that different firm characteristics between SPAC
targets and IPO firms drive our results. To address this concern, we match
SPAC targets and IPO firms with private firms, respectively. Then, we
subtract investment and financing activities of SPAC targets from matched
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private firms, and subtract ones of IPO firms from matched private firms. By
using the differences in the SPAC group and the IPO group as dependent
variables, we conduct the difference-in-differences approach again. Again,

we find that the results are consistent with our main results.

SPACs can serve as a screening function between good and bad firms.
SPAC sponsors consist of securities firms, private equity firms, asset
management firms, or professional financiers. Thus, SPAC sponsors can
select a good type of firm and help private firms with asymmetric information

and financial constraints to be listed on a stock market.

Additionally, SPAC sponsors have a strong incentive to search for a good
type of target due to reputation effect and incentive alignment. First, SPACs
try to retain a good reputation from investors. Korean SPACs are required to
have at least one securities firm as a sponsor to protect SPAC public investors.
Then, the names of SPACs are organized by the names of securities firms and
a series number. SPAC investors can easily track the performance and

outcomes of SPACs.

Second, SPAC sponsors maximize their profits by completing to merge
with good firms. Basically, SPAC sponsors almost do not get paid. When
SPAC sponsors establish SPACs, they participate in private placements in
common shares at a discounted price, similar to promote shares and
convertible bonds. An offer price of common shares is KRW 1,000, which is
a 50% discounted price relative to public offerings on SPAC IPOs. Also,
sponsors with convertible bonds can convert bonds to equity of merged firms
where the conversion price is KRW 1,000 per share. While proceeds from the

public offering of SPAC IPOs are deposited into trust accounts, the proceeds
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from the private placement are used for operating expenses for SPACs. If
SPAC:s fail to finish mergers with targets within three years, the investment
of SPAC sponsors becomes irretrievable. Therefore, SPAC sponsors have a

strong incentive to search for good firms within a limited period.

Our study is similar to Lee et al. (2019), who compare pre-listing and
post-listing performance for Chinese reverse mergers to traditional 1POs
because accounting information for private firms is available in China. Both
reverse merger and SPAC merger are similar in providing alternative ways of
going public. However, our paper obviously differs from Lee et al. (2019)
because reverse and SPAC mergers have distinct characteristics. Public firms
in a reverse merger are (almost) shell companies that do not carry professions
or cash to inject private firms. On the other hand, SPACs are backed by
sponsors and professional managers. Therefore, SPAC sponsors and
managers play a significant role in selecting private firms to take them public.
Also, since SPACs raise proceeds from SPAC IPOs, SPAC targets receive
proceeds from SPAC IPOs after business combinations are completed, which

can be used for new investment and operation expansion.

This paper makes several contributions to the scant literature on
SPACs. First, we conduct analyses by using pre-listing firm characteristics
not available in the U.S. For example, due to the limitation of data in the US,
Kolb and Tykvova (2016) exploit accounting variables immediately after
listing as a proxy for variables right before listing. Also, most prior studies on
US SPACs focus on post-listing performance or survival rate (e.g., Cumming

et al., 2014; Kolb and Tykvovd, 2016; Vulanovic, 2018). However, data on
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private firms in Korea allows us to compare SPAC targets' performances

before and after listings.

Second, our study compares the financing and investment of SPAC
targets to those of IPO firms before and after listing. We find that SPAC
targets increase both financing and investment after listing relative to IPO
firms. These findings can shed light on the different motives of listing via

SPAC merge with IPOs suggested by Pagano et al. (1998).

Third, we highlight the incentives and requirements of SPAC sponsors.
Dimitrova (2017) shows that a deep discount in warrants and common shares
for sponsors causes sponsors to be incentivized for any acquisitions rather
than no acquisitions. He explains the incentive structure of sponsors brings
out worse performance of SPAC targeted firms than traditional IPO firms
following listing. On the other hand, SPAC sponsors in Korea should meet
the qualification to enhance their accountability and specialty to protect
SPAC investors. By exploiting Korean data, Kim et al. (2020) and Park (2022)
illustrate that SPAC targets have no difference in post-listing performance
from traditional IPO firms. In addition, after going public, we argue that
SPACs select private firms in financing and investment needs by showing a
higher increase in investments and financings for SPAC target than traditional
IPO firms. Thus, it implies that the qualification for sponsors in Korea can

solve the moral hazard of sponsors shown on SPACs in the U.S.

2.2. Institutional Background of SPACs in Korea

In the initial stage of Korean SPAC, a SPAC is formed by sponsors
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such as securities companies, asset management companies, private equity
firms, venture capital, or wealthy individuals through private placement of
common stocks and convertible bonds. SPAC sponsor group is composed of
a couple of sponsors, but it should have at least one authorized dealer with
more than KRW 100,000,000,000 (equivalent to 100 million USD) in owned
capital. Only well-known and large securities firms can meet this condition
so that all SPACs include one securities company as a sponsor. The name of
SPAC is structured by the name of a securities firm, a sponsor, and if a
securities firm repeats to found SPACs, then the SPAC’s name ends with the
number of the repeated establishment of SPACSs. For instance, MIRAE ASSET
securities firm establishes the 5" SPAC as a sponsor, and then the SPAC is
named MIRAE ASSET SPAC No 5. Additionally, SPAC managers in Korea
should be managers of financial investment companies. Those conditions aim

to enhance the specialty and responsibility of SPACs for investor protection.

An offer price of common stocks in a private placement to sponsors
is commonly KRW 1,000, a 50% discount price relative to a public offering
in a SPAC IPO. This structure in Korea makes incentives of SPAC sponsors
more aligned with one of the public investors of SPAC IPOs in Korea than in
the U.S. On the other hand, US SPAC sponsors receive shares at a deep
discount price, almost 99% discount, as promoted shares. This causes US
SPAC sponsors to search for targets to sell their shares after completing a

business combination.

The conversion price of convertible bonds is KRW 1,000. In other
words, sponsors can convert convertible bonds to common shares at KRW

1,000 per share after a business combination. When convertible bonds are
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converted into common shares, it can cause ownership dilution of existing
shareholders of merged firms like warrants. However, since sponsors are
subject to a 6-month or one-year lock-up following a business combination,
they can sell common shares or convert from convertible bonds to common
shares after a lock-up period is ended. Raised initial capital from sponsors is

used to cover the operating expenses of SPACs.

A SPAC goes public via an IPO. The IPO process for the SPAC is
relatively simple because it does not have business operations as a blank
check company, and target firms are not found in the process of the IPO.
Accordingly, SPAC investors depend on the SPAC IPO prospectus, which
involves experiences and backgrounds of SPAC management and sponsors,
and targeted industry sectors. The U.S. SPAC IPOs offer units comprising
one share of common shares and a fraction (such as a half or a third) of a
warrant to buy common stock. Meanwhile, Korean SPACs issue only
common stocks to public investors in SPAC IPOs because firms are
prohibited from issuing stock warrants alone. An offer price of common
shares is generally KRW 2,000 (equivalent to $2). At least 90 % of proceeds
from SPAC IPOs should be deposited into a trust account until a SPAC is

merged with a target firm.

SPACs should finish all De-SPAC processes within 36 months
following an IPO, while US SPACs should complete De-SPACs within two
years. Suppose SPACs fail to complete a business combination within the
pre-defined period. In that case, SPACs are liquidated, and deposited
proceeds from IPOs with interest are distributed to the SPAC shareholders

based on their ownership.
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After a SPAC searches for a target, it sends a letter of intent to the
target. If SPAC and the target reach an agreement for the merger, the SPAC
announces the target firm to the SPAC’s shareholders to receive approval
from them. If shareholders disagree with targeted firms, they have the right
to redeem their shares before or after shareholder meetings. On the other hand,
sponsors who own shares cannot have voting rights and redeem shares.
Regarding De-SPAC methods, only a merger and one deal are allowed in
Korea. In contrast, not only a merger but also acquisitions can be executed in
the process of De-SPACs in the U.S. Once De-SPAC is consummated, the

SPAC ceases, and a merged target becomes a publicly traded firm.

2.3. Data and Variables

2.3.1. Sample Construction

Our sample starts from 2010 to 2021 because the first SPAC IPO in
Korea was held in 2010. To compare SPAC mergers and traditional IPOs, we
include traditional IPOs on KOSDAQ since Korean SPACs are listed on the
KOSDAQ market. When private firms go public, issuers for SPAC IPO and
traditional IPOs are required to file a Securities Issue Report to the Financial
Supervisory Service (FSS), similar to the U.S. Securities and Exchange
Commission (SEC). We manually obtain detailed information on those
SPACs and IPOs such as offer prices, total proceeds, listing dates, SPAC
targets, SPAC merger dates, and venture capital involvement from Securities
Issue Reports.

o8



All accounting data is extracted from Dataguide. In Korea, because

© we can exploit financial

external auditors mandatorily audit private firms
information on private firms as well as public firms. To capture equity
issuances correctly, we manually collect equity issuance data from Securities
Issue Reports filed to Financial Supervisory Service™. Detailed information
on primary equity issues, including the announcement date, the amount of

proceeds, the offer price, the number of shares to be offered, and entities who

receive the shares in a private placement®.

Table 2.1 shows the number and status of SPACs listed in KOSDAQ
until 2021. Panel A of Table 2.1 reports that Korea has 217 SPACs listed on
KOSDAQ since the first SPAC in Korea was conducted in 2010. Out of 217
SPACs, 119 SPACs have completed business combinations or are in progress,
and 52 SPACs were liquidated. If a SPAC cannot finish a business
combination within three years after SPAC IPOs, SPACs are liquidated, and
total proceeds from SPAC IPOs are distributed to SPAC investors. 46 SPACs

are searching for targets.

[Insert Panel A of Table 2.1]

© Criteria for firms subject to external audit: total assets of 12 billion won or more, liabilities of 7

billion won or more, sales of 10 billion won or more, and employees of 100 or more

@ A variable of “Increase in Equity” provided by Dataguide aggregates all cash inflows related to
stocks. Proceeds from issuing shares account for most of this item, but other activities can generate

cash inflows related to stocks such as exercise of share options or disposition of treasury shares.

@

Excluding the sale of old or secondary shares by existing shareholders, the size of the stock

offering and the increase in equity are not significantly different.
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Panel B of Table 2.1 displays the distribution of the number and
raised proceeds from SPAC IPOs by year. In 2010, the first year of the
introduction of SPAC IPOs, 18 SPACs went listing through IPOs. Only 9
SPACs completed business combinations, and the rest were liquidated. The
SPAC IPO market was silent for a couple of years, but since 2013, 24.5
SPACs went public via IPOs every year. The average total proceeds from
SPAC IPOs is around 10.73 billion won (approximately $10.7 million).
SPAC cannot withdraw deposited proceeds from IPOs until a SPAC finishes

merging with a target firm.
[Insert Panel B of Table 2.1]

When SPAC and an unlisted company complete the merger, the
private firm’s existing shareholders will receive shares of the SPAC in
proportion to the merger ratio. According to the Korean Capital Markets
Act, the merger ratio is determined by the listed SPAC's market value and the
unlisted firm's fairly evaluated asset value and profitability. Raised proceeds
determine SPAC value because a SPAC is a shell company. Thus, the more
the SPAC raises proceeds, the more dilute the ownership of the existing
shareholders of the unlisted company merging with the SPAC. Therefore,
larger proceeds from SPAC IPOs impact the swap ratio, which is unfavorable
to target firms, and existing shareholders of target firms experience ownership

dilution after the merger process is completed.

Private firms go public through either a SPAC merger or a traditional
IPO. Table 2.2 reports the number, average proceeds, and gross proceeds of
SPAC mergers and traditional IPOs by year. From 2010 to 2021, 110 private

firms were listed via the SPAC merger, and 623 private firms in non-financial
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industries were listed on KOSDAQ via traditional IPOs. Only 11 private firms
become public firms through SPAC mergers for the first five years after the
first SPAC IPO in 2010. After that, about 14.1 private firms are listed on the
KOSDAQ exchange via the SPAC merger. Meanwhile, since 2010, the
number of listed firms through traditional IPOs has steadily increased except

for 2012.
[Insert Table 2.2]

Total proceeds of the SPAC merger are raised proceeds from SPAC
IPOs. Total proceeds from SPAC IPO deposited in a trust account can be
available to SPAC target firms after a complete business combination. Thus,
those proceeds are similar to proceeds if SPAC target firms would raise
capital from traditional [POs. While the average injected proceeds to SPAC
target firms is about KRW 11.04 billion (approximately $11 million), the
average raised proceeds from traditional IPOs is KRW 33.43 billion (roughly
$33.4 million), three times as much as those proceeds from SPAC IPOs. The
difference in proceeds between SPAC mergers and traditional IPOs becomes
more pronounced over time. Figure 2.1 displays this pattern. Especially since
2015, except in 2018, SPAC's average proceeds were less than a quarter

compared to traditional IPOs every year.
[Insert Table 2.3]

Panel A of Table 2.3 displays the distribution of 2-digit industry
classification for SPAC targets and traditional IPOs. Most SPAC targets and
IPO firms are concentrated in the manufacturing and the information and

communication industries. SPAC targets and IPO firms in the manufacturing
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industry account for about 62.73% and 68.22%, respectively, and those in
information and communication take up around 21.82% and 17.82 %,
respectively. We find no significant difference in the distribution of industries

between SPAC targets and IPO firms (Pearson y2(11)= 10.887, Pr=0.453).

Because of the high cluster of manufacturing, information and
communication industries, Panel B of Table 2.3 subdivides 2-digit industry
classifications into 3-digit ones. Although the overall distributions of SPAC
targets and traditional IPOs show similar patterns across 3-digit industry
classification, the proportion of traditional PO firms in computer and
information service industries is higher than SPAC targets. Given that these
two industries can be considered high-tech industries, these results show that
private firms in high-tech industries prefer traditional IPOs to SPAC mergers.
Colaco et al. (2017) find that the presence of and an increase in investor
attention are associated with higher initial valuations at IPO. Several studies,
such as Chang and Kwon (2020), report investors' high attention in the IT
industry. Altogether, computer and information service firms are likely to
raise necessary funds through IPO without using SPAC due to high investor
interest. EBIT and Sales are the dollar amount of EBIT and sales revenue
divided by billion, respectively. Cash_TA is a ratio of cash to total assets.
Leverage is total debt to total assets, OCF _TA is operating cash flow to total
assets, and Intan_TA is intangible assets to total assets. Sales Growth,
Cash_TA, Leverage, OCF TA, and Intan_TA are winsorized at 1% in each
tail. Tech Firm is an indicator variable equal to one if private firms are
classified into those industry codes: 261 (Manufacture of semiconductor), 262

(Manufacture of electronic components), 263 (Manufacture of computers and
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peripheral equipment), 264 (Manufacture of communication and
broadcasting apparatuses), 272 (Manufacture of measuring, testing,
navigating, control and other  precision instruments), 612
(Telecommunications), 620 (Computer programming, consultancy, and
related activities), 631 (Data processing, hosting and related activities; web
portals) and 639 (Other Information Service Activities). Firm Age indicates

firm age based on a founding year.

2.3.2. Empirical specifications

(1) The choice between SPAC mergers and traditional IPOs
We want to analyze how the pre-listing characteristics of SPAC
targets differ from traditional IPO firms by using logit regressions. This
analysis examines Gryglewicz et al. (2021)’s prediction that firms with higher
asset intangibility and volatile revenue prefer SPAC mergers over traditional

IPOs.

The dependent variable is a dummy variable that equals one if a
private firm chooses SPAC merger and zero otherwise. Explanatory variables
include total assets, sales, leverage, cash, sales growth, asset growth, firm age,
intangible assets, volatility of cash flow, and the dummy for firms with
venture capital financing. Technology dummy for firms in the technology
industry are included in the logit regression. All firm characteristics are

measured as of the fiscal year immediately before listing.

Prob(SPAC merger); = f(Size,Sale growth, Cash, Leverage,

Operating Cash Flow,intangible assets,Technology Industry, firm age,
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Vencture Captial, market conditions )

(2) Comparison between pre-listing and post-listing financing and

investments of SPAC targets

We exploit the difference-in-differences method to investigate
whether SPAC targets increase financing and investment compared to IPO
firms. Investments are measured using items related to cash flow from

investment activities in the cash flow statement.

Inv; = f(Treat, Post, Treat * Post)

Control group includes IPO firms listed on KOSDAQ. Much
literature shows that SPAC targets have worse long-term performance than
IPO firms after firms become public. However, it only compares post-listing
performance between SPAC targets and IPO firms because it cannot observe
a pre-listing difference between the performance of SPAC targets and IPO

firms in the U.S.

Even though SPAC targets tend to underperform IPO firms following
listing, SPACs targets might show much more significant improvement than
IPO firms from before to after listing. Thus, difference-in-differences analysis
can show how listing via SPAC may enhance operating performance relative
to traditional 1IPOs. However, in Kim et al. (2020), they can only conduct

univariate tests for difference-in-differences over a three-year window [-1,+1]
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due to the small number of observations. In this paper, we conduct

multivariate tests for difference-in-differences over different windows.

2.4. Determinants of SPAC mergers and traditional IPOs

2.4.1. Pre-listing firm characteristics

Panel A of Table 2.4 shows mean and median pre-listing firm
characteristics for SPAC targets and traditional IPO firms. Pre-listing firm
characteristics are measured in previous years of going public. The KOSDAQ
exchange provides technology special tracks of listings (herein, technology
listing) for private firms which currently cannot meet requirements for listings
of KOSDAQ but would be approved as firms with outstanding technology.
Since those firms have different characteristics from private firms that go
public via a general listing route, we distinguish the former from the latter in
Panel A. Column 1 includes all SPAC targets. Column 2 covers only SPAC
targets with technology listings, and column 3 deals only with general SPAC
targets, not technology listings. Similarly, column 4 covers all traditional
IPOs. Column 5 and 6 includes traditional IPO firms with technology listings
and traditional PO firms excluding technology listings, respectively. Column
7 presents the difference between SPAC and traditional IPO firms through
mean and median values for each characteristic. Column 9 is identical to
Column 7, except technology listings are excluded. Column 8 shows the p-
value for the statistical significance of the difference between the mean and
median between the two groups presented in column 7. Similar to Column 8,
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Column 10 displays the p-value for the statistical significance of the values

presented in Column 9.
[Insert Table 2.4]

The mean total assets of SPAC targets and traditional IPO firms are
KRW 37.169 billion (about $37 million) and 58.778 billion won (about $59
million), respectively. The difference in the mean total assets between the two
groups is KRW 21.609 billion, where the difference is statistically significant
at the 5% level. The difference in the median total assets is statistically
significant at the 1% level. In addition, when we exclude technology listing
firms in our sample, the differences in mean and median total assets between
the two groups become larger, and the statistical significance for those
differences becomes even stronger. These patterns are similar in EBIT and
Sales, which are the qualification of listings via traditional IPOs. SPAC
targets have significantly lower EBIT and sales than traditional IPOs before
they are listed. These results imply that private firms that cannot satisfy
conditions for listing are likely to choose the SPAC merger as an alternative

way to access the public market.

Other than total assets, EBIT, and Sales, we find no statistical
significance of differences in means and medians between the two groups
regarding Sales growth, Cash TA, Leverage, OCF TA, Intan TA, and
Firm Age. As shown in Table 2.2, private firms classified in the technology
industry are more likely to choose a route of traditional IPO than SPAC
merger, inconsistent with Gryglewicz et al. (2021). We conjecture that since
firms in the technology industry are relatively well-known to investors,

enabling them to have successful IPOs, they can go public through traditional
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IPOs. Overall, Panel A of the Table 2.4 implies that rather than private firms
choosing between SPAC mergers and traditional IPOs, firms that have
difficulty successfully raising capital through traditional IPOs choose SPAC

mergers.

Panel B of Table 2.4 reports the correlations between variables in
Panel A. EBIT, Gross Sales, and Firm Age have positive and strong
correlations with total assets because they are closed associate with firm size.
Also, because both EBIT and operating cash flow (OCF) can capture firm
performance, we observe a significant positive correlation between EBIT and

OCF _TA.

2.4.2. Logit regressions results

Table 2.5 shows logit regression results where the dependent variable
equals one if private firms become public firms through SPAC mergers and
zero if they become public firms through traditional IPOs. The independent
variables include /nTA, Gross Sales, EBIT, Cash_TA, Leverage, OCF TA,
Intan_TA, Sales growth, VC Owneship, Firm_ Age, and the technology
industry dummy variable (7Tech Firm). The Mean and standard deviation of
KOSDAQ daily return for the past 252 business days were also included in
the regression equation to control the market condition. All independent
variables are observed in years immediately before listings. Industry and
year-fixed effects are included, and standard errors are clustered at the
industry level. Column 1 to 3 have a total sample with technology listings,

and column 4 to 6 excludes technology listing. As shown in Panel B of Table
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2.4, since [nTA, Sales, and EBIT are strongly correlated with each other, we
include only InTA in columns (1) and (4), only Sales in columns (2) and (5),
and only EBIT in columns (3) and (6) with other control variables. In columns
(1) to (3), the coefficients of InTA, Sales, and EBIT corresponding to the
listing requirements are statistically significant. In column (4) to (5), the
coefficients of /nTA, Sales, and EBIT becomes even larger and more
statistically significant. In addition, private firms in the high-tech industry are
more likely to choose traditional IPOs than SPAC mergers. Meanwhile, other
control variables have insignificant coefficients, implying that other firm
characteristics do not affect the determinants of SPAC mergers and traditional

IPOs.
[Insert Table 2.5]

In addition, in Table 2.5, we conduct univariate tests for financing
and investment activities before and after becoming public. We look at
investment to explore why private companies not likely to meet listing
requirements such as EBIT or sales are relatively small and likely to suffer
information asymmetry and choose SPAC to merge. Pagano et al. (1998)
argue that the primary motivation of IPOs is to lower leverage and rebalance
their accounts for private companies with high growth. However, small
private firms such as SPAC targets cannot be applied to Pagano et al. (1998).
We explore whether financially constrained private firms raise additional
funds and increase investment by reducing information asymmetry through
the SPAC merger. Bai et al. (2021) theoretically suggest that SPAC sponsors
act like non-bank certification intermediaries and play a role in reducing
information asymmetry in the listing process of smaller and riskier firms.
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SPACs alleviate private firms' information asymmetry and help them go
public on a stock market. After listing, we want to explore whether SPAC

targets raise additional funds relative to traditional IPO firms.

2.5. Comparison of pre-listing and post-listing performance

2.5.1. Univariate results

Tables 2.6 and 2.7 compare pre-listing and post-listing financing and
investment activities of SPAC targets and traditional IPOs. Table 2.6 presents
the mean and median change in financing and investment activities from T-1
year (or, T-2 year) to T+1 year (or T+2 year), given T year is a listing year.
Also, p-values are reported from a t-test and Wilcoxon signed-rank test to test
differences between SPAC targets and traditional IPOs. Looking at various
windows, the variation in financing and investment activities is severe every
year, so the results may be distorted if only one specific window is examined.
AFinCF _TA measures net cash flow changes from financing activities before
and after listing. For example, the mean AFinCF _TA of the SPAC targets
in the [T-1, T+1] window 1is 3.15, meaning net cash flow for financing
activities for SPAC targets increases by 3.15 % one year after listings
compared to one year before listings. While FinCF_TA indicates net cash
flow from financing activities, Finln TA refers to cash inflows from
financing activities over total assets. Equity Issue TA is the cash inflow from
stock issuance to total assets, and /n (Equity Issue) is the logarithm of the cash
inflow from stock issuance (in units of KRW 1,000). Debt Issue TA is the
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cash inflow from debt issuance to total assets, and In (Debt Issue) is the
logarithm of the cash flow from financial debt issuance (in units of KRW

1,000).
[Insert Table 2.6]

Regardless of the window period, Aln(Equity Issue) and AlnvOut TA
are significantly larger for SPAC targets than traditional IPO firms. In other
words, compared to traditional IPO firms, SPAC targets raise more funds
through stock issuance and spend more investment in T+1 year (or T+2 year)
after T listing year relative to T-1 year (or T-2 year). Although differences in
AFinCF TA, AFinln_TA, AEquity Issue TA, AInvCF TA, and Alnvin_TA for
two groups are not always statistically significant in all periods, overall SPAC
targets have significantly higher values in differences than traditional IPO

firms. These results are consistent with our hypothesis.

2.5.2. Multivariate results

2.5.2.1.Financing activities

In Panel A of Table 2.7, we conduct multivariate analyses to explore
whether changes in pre-and post-listing financing activities of SPAC targets
differ from traditional IPO firms. Specifically, we use five years from T-2
year to T+2 year for SPAC targets and traditional [PO firms. To measure
financing activities, dependent variables are FinCF TA, Finln_TA, Equity
Issues/TA, In(Equity Issues), Debt Issue/TA, In(Debt Issue). In the regression
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model, SPAC is an indicator variable equal to 1 for private firms listed on the
stock exchange via SPAC mergers and 0 via traditional IPOs. Affer is an
indicator variable equals 1 for firm-year observations corresponding to T+1
and T+2 years. Our regression analysis includes SPAC, an interaction
between SPAC and After, and other control variables, industry fixed effect,
and year fixed effects. We are interested in the interaction term coefficient
between SPAC and After, which can capture the difference-in-differences.
The interaction term measures how different pre-listing and post-listing

financing changes for SPAC targets are from traditional IPO firms.
[Insert Table 2.7]

The results of Table 2.7 show that the coefficients of SPAC in all
columns are statistically significant and negative at the 1% level except for
variables related to debt issuances such as Debt Issue/TA and In (Debt Issue).
It suggests that SPAC targets raise less financing than traditional [PO firms
before going public. In regressions using FinCF TA, Equity Issues/TA, and
In (Equity Issues) as dependent variables, the interaction term coefficient
between SPAC and After is statistically significant and positive at the 1% level.
These results show that SPAC targets, which had a relatively small amount
of capital raising before going public, can raise more funds through stock
issuance after listing. Our results are consistent even after controlling firm

size and age in regression models.
[Insert Table 2.8]

Table 2.8 examines which types of equity SPAC targets and PO

firms issue among public offerings, rights offerings, and private placement to
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raise additional funds. 74.3 % of equity issuances by SPAC targets are
private placements within three years following listing. This pattern is
similarly observed in [PO firms. However, compared to traditional IPO firms,
most investors in private placements for SPAC targets are alliance partners,

accredited investors, or the largest shareholder.

2.5.2.2. Investment activities
[Insert Table 2.9]

Table 2.9 examines whether changes in pre-listing and post-listing
investments of SPAC targets differ from those of traditional IPO firms.
Similar to Table 2.7, data spans from T-2 to T+2 years based on listing year
T for SPAC targets and traditional IPO firms. Dependent variables are
InvCF TA, net cash outflow from investment activities to total assets,
InvOut TA, cash outflow from investment activities to total assets, and
Invin_TA variable, cash inflow from investment activities to total assets.
SPAC and the intersection between SPAC and After are used as explanatory
variables. We control the variables that affect investment, such as nTA,
Firm_Age, Sales Growth, and Cash_TA and consider the industry fixed and
year fixed effects. In this analysis, we are interested in the interaction
coefficient between SPAC and After, which measures how changes in
investments for SPAC targets are different from those for traditional IPO

firms before and after listings.

In columns (1) to (4), the negative coefficient of SPAC means that
SPAC targets spend less investment than traditional IPO firms before listings.

Meanwhile, as shown in columns (5) and (6), the positive coefficient of SPAC
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indicates SPAC targets have higher capital inflow from investment activities
before listing, which means that SPAC firms sell more assets than traditional
IPO firms. In addition, the interaction term coefficients between SPAC and
After are statistically positive and significant at the 1% level in columns (1)
to (4). It means that after listing, the incremental net cash flow and cash
outflows from investment activities for SPAC targets are higher than
traditional PO firms. However, after controlling for Sales Growth and
Cash_TA, the interaction term coefficient between SPAC and After becomes
insignificant in column (6). Thus, SPAC firm has no significant difference in
cash inflow from investments than traditional IPO firms following listings.
Overall, these results are consistent with our hypothesis that the primary

purpose of the SPAC merger is to raise additional funds for investments.

Table 2.10 investigates whether the increase in investments shown in
Table 2.9 is overinvestment. Market to book ratio or Tobin's Q is usually used
to capture investment opportunity, but the market price for firm value does
not exist for private firms. We use sales growth as a proxy for investment
opportunities. Therefore, if private firms with high sales growth before
listing increase investment following listings, it is consistent with our
prediction that the financing for investment is one of the main motives for the

SPAC merger.
[Insert Table 2.10]

Over the sample in Tables 2.7 and 2.9, we classify the top 50% and
bottom 50% based on average sales growth for the previous two years before
listing. High Sales Growth is equal to one for the top 50% of firms and 0 for

the bottom 50% of firms. We repeat using dependent variables used in Table
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2.8, adding up High Sales Growth, the interaction between High Sales Growth
and After, the intersection between High Sales Growth and SPAC, and the
triple interaction of High Sales Growth, After, and SPAC as independent
variables. The coefficient of the triple term indicates whether SPAC targets
with a high sales growth before listing change investment after listing. As
shown in Table 2.8, the intersection of SPAC and Affer has a statistically
significant and positive coefficient value. This result suggests that SPAC
targets increase investment relative to traditional IPO firms after listing. The
coefficient of the triple interaction term has a statistically significant positive
value in columns (1) and (2), where the dependent variable is InvCF TA,
which is consistent with our prediction. These results are mainly driven by a
decrease in cash inflow from investment activities rather than an increase in
cash outflow from investment activities. In columns (3) and (4), the
coefficient of the triple intersection term is not statistically significant, where
the dependent variable is /nvOut TA. In columns (5) and (6), the coefficient
of the triple intersection term is the statistically significant and negative value

where the dependent variable is Invin TA.

2.6. Robustness Tests

2.6.1. Placebo Tests

Table 2.11 shows that the analysis results so far are not caused by the
characteristics of SPAC targets. There’s a possibility that the increase in

investment and financing of SPAC targets after becoming a public company
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is due to some characteristics shared by SPAC firms, not because of the
functions provided by SPAC. A placebo test is performed in this table to rule
out this possibility. According to the following two-step procedure, the one
matching company nearest to the SPAC merger firm is selected. First, the
propensity score is calculated based on InTA, [nSales, Firm Age, Cash TA,
Sales Growth, and 3-digit industry code for all private firms that are obligated
to submit audit reports. Second, the firm with the nearest propensity score is
matched among the observations with the same year and 1-digit industry code
based on the data of the year immediately preceding going public through the
merger with SPAC. However, matching is performed within a caliper of 0.25
standard deviation to prevent matching with companies with significant
differences in characteristics. Panel A of Table 2.11 reports the pre-listing
firm characteristics for SPAC and matched unlisted firms and the difference
in mean and median between the two groups. Two years of sales revenue are
needed to calculate sales growth, so a company that merges with SPAC within
two years of its establishment cannot calculate sales growth. In addition,
Korean companies introduced a new accounting standard called the Korean
version of International Financial Reporting Standards (K-IFRS) between
2009 and 2011, making it difficult to use the sales growth rate immediately
after the new system was introduced. Therefore, it is difficult to use the sales
growth rate of these companies as a criterion for matching, and as a result, if
the sales growth rate is used as a matching criterion, loss of some samples
occurs. The top of Panel A of Table 2.11 displays the results of the matching
analysis performed based on the remaining five variables, excluding the sales

growth rate, and the bottom shows the results, including the sales growth rate.
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[Insert Table 2.11]

After that, in Panel B and C of Table 2.11, a placebo test is performed
using a matched private firm. Specifically, Panel B of Table 2.11 is similar to
Panel A of Table 2.7, and Panel C of Table 2.11 is similar to Table 2.9. In
Panel B of Table 2.11, FinCF TA and Finln_TA, which are variables related
to financing, are used as dependent variables. SPAC Matched is a dummy
variable with a value of 1 when it is a matched private firm with
characteristics similar to those of SPAC Firm. Affer is an indicator variable
equals one after the SPAC targets/Traditional IPO Firms' going public and 0
otherwise. Since Matched Private Firm is selected based on the same year as
SPAC Firm, a placebo test can be performed through a regression equation
using SPAC Matched, After, and the intersection of these two variables as
independent variables. As for the result of the placebo test predicted in
advance, the coefficient of SPAC Matched is significant with a negative
value, whereas the interaction term of SPAC Matched and After should not
be statistically significant. This is because firms with similar characteristics
to SPAC were also failing to raise as much funding as companies that chose
traditional IPO, and this trend would have continued because they did not
merge with SPAC. Equations (1) and (2) use FinCF TA as a dependent
variable, and (2) and (4) use Finln_TA as a dependent variable. Equations (1)
and (3) are the analysis performed on the matched sample constructed,
excluding the sales growth rate, and Equations (2) and (4) are the analysis
performed on the matched sample made, including the sales growth rate. In
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equations (1)-(3), the predicted results are observed, and in equation (4), the
coefficient of SPAC Matched has a negative value at a statistically marginal

level.

In Panel C of Table 2.11, investment-related variables InvCF TA,
Invin_TA, and InvOut _TA are used as dependent variables. As in Panel B of
Table 2.11, the coefficient of SPAC Matched is predicted to have a
statistically significant negative value, and the cross term of SPAC Matched
and After is expected to have a statistically insignificant value. Equations (1),
(3), and (5) are the analysis performed on the matched sample constructed
excluding the sales growth rate, and Equations (2), (4), and (6) are the analysis
performed on the matched sample made including the sales growth rate. In all
equations, the predicted results are confirmed. In summary, the increase in
financing and investment after the listing of SPAC companies is not a result

of their characteristics.

2.6.2. Difference in difference in differences

Table 2.11 confirms that the increased financing and investment of
companies that became public firms through the merger with SPAC were not
the result of the characteristics of these companies. In Table 2.12, we want to
confirm that the increase in financing and investment after going public is
more significant in SPAC firms than in traditional IPO firms. The specific
identification strategy is as follows. Similar to the analysis performed on

SPAC firms in Table 2.11, we find the nearest matched firm for each
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traditional PO firm. Matching is processed based on the following
characteristics among firm-year observations with the same year and 1-digit
industry code: InTA. [nSales, Firm Age, Cash_TA, Sales Growth, and 3-digit
industry code. When matching is completed, the difference in FinCF TA
between the SPAC firm (or traditional IPO firm) and its matched firm is
defined as d_FinCF. For example, suppose Company A went public in 2013.
Using the accounting information of company A in 2012, the year
immediately before listing, unlisted company B in 2012 is selected as a
matching company. After that, the difference between FinCF _TA of the same
year between A and B becomes d FinCF TA. Similarly, d Finln TA,
d InvCF TA, d InvOut TA,andd Invin TA refer to differences in Finin TA,
InvCF TA, InvOut TA, and Invin TA between two firms constituting a pair.
Using d FinCF TA, d Finln TA, d InvCF TA, d InvOut TA, and
d_Invin_TA as dependent variables, respectively, and using SPAC, After, and
the interaction term of both as independent variables, a Difference in
Differences (DID) analysis shows that investment and financing increased

significantly after listing in SPAC Firms.

[Insert Table 2.12]

Panel A of Table 2.12 reports the matching analysis performed on
traditional IPO companies. In Panel B of Table 2.12, d FinCF TA and
d_Finln _TA related to financing are dependent variables. In advance, we
predict that the coefficient of SPAC would have a statistically significant

negative value, and the coefficient of the cross-term would have a statistically
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significant positive value. This is consistent with the hypothesis of this study
that companies that choose to merge with SPAC have difficulty raising funds
before going public and that the difficulty is alleviated a lot after becoming a
public firm. Such results are observed in all equations in Panel B of Table

2.12.

In Panel C of Table 2.12, investment-related d InvCF TA,
d InvOut TA, and d Invin TA are used as dependent variables. Like Panel
B, the coefficient of SPAC is predicted to have a statistically significant
negative value, and the coefficient of the cross-term is expected to have a
statistically significant positive value. Equations (1) and (2) using
d_InvCF TA calculated using net investment as a dependent variable, and
Equations (3) and (4) using d InvOut TA calculated using investment
expenditure as a dependent variable show results as expected. On the other
hand, such a result is not observed in Equations (5) and (6) using d Invin TA,
calculated based on cash inflows due to asset sale, as a dependent variable.
This shows that SPAC firms do not have more cash from selling assets before
going public than traditional IPO firms, suggesting their motivation for

pursuing a merger with SPAC.

2.7. Conclusions

We exploit Korean SPAC mergers and traditional IPOs. A Korean
empirical setting allows us to compare private firms' pre-listing to post-listing

performance through the difference-in-differences method.
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We find that private firms with smaller size, fewer sales, or less profits
are likely to use SPAC mergers relative to traditional IPOs for listings. In
addition, SPAC targeted companies increase subsequent financing and net
investment cash flow more than IPO companies after going public.
Particularly, additional financing is conducted via equity issuances such as
right offerings or private placements. Our results suggest that SPACs help
private firms with information asymmetry access the public market and

relieve the financial constraints of those private firms.

Since 2020, the number of and total proceeds of SPAC IPOs in the
U.S. had increased, and SPAC has received a lot of attention again from
academics and policy makers. SPACs are blamed for the poor performance
of SPAC targets after listing. Kolb and Tykvova (2016) and Dimitrova
(2017) explain that incentive structures of sponsors originated from
promoting shares induce SPAC sponsors to select even bad acquisitions,
resulting in worse performances of SPAC targets. To protect SPAC public
investors, SEC has required SPACs to file a more detailed and stricter
disclosure on targeted firms before business combination since 2021.
Recently, a policy maker suggested that since the incentives of SPAC
sponsors are not aligned with SPAC public investors, a new regulation on

sponsors should be enacted.

According to regulations on SPAC in Korea, SPAC sponsors should
be composed of at least one securities firm which meets certain qualifications.
This regulation enhances the specialty and the accountability of SPAC
sponsors. Besides, because promote shares of sponsors in Korea SPACs are
much less discounted than in the U.S. SPACs, SPAC sponsors in Korea have
more alignment with SPAC public investors than in the U.S. Thus, SPAC
sponsors in Korea take responsibility for distinguishing the good type of

target firms from the bad type of firms to maximize their profits.
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A regulation and incentive structure for Korean SPAC sponsors can
suggest a policy implication for SPACs. Thus, we can expect more positive
effects of SPAC on private firms as SPAC sponsors are more aligned with

public investors and responsible for their decisions for business combinations.
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(2016)0] AAA BHAHS ZFer] 98 AHEAY WEEA AT

A}, MacroUncertainty + Jurado et al. (2015)¢] AAl ZAA Q]
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1989; Denis, 1994) W& A4E (Lang et al.,1996)°] 23 = o,
d 5% FAYY =& ARAAE a"ste] FAE dibl 94
o]lel OCF.TA % &7 A9t} (Fazzari et al., 1988; Kaplan and
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[Table 1.1] Description of variables

This table presents the definitions of the variables used in this study. All continuous
variables are winsorized at the 1st and 99th percentile by year.

Variables

Description

Dependent Variables

SEOVol raw Amount of seasoned equity offerings (KRW in billions)

SEOVOL TA Amount of seasoned equity offerings divided by total
B assets (%)

SEOVol Natural logarithm of (1+Amount of seasoned equity
offerings)

SEO_Dummy Dummy variable equals 1 if there is a seasoned equity

offering and 0 otherwise

Investment_TA

Cash flows from investing activities divided by total
assets (%)

IncDebt_TA

Increase in short- and long-term financial liabilities
divided by total assets (%)

Main Explanatory Variables

AfterCarve

Dummy variable equals one, if within five years of
Ausgliederung, and O otherwise.

AfterCarve?7 Dummy variable equals one, if within seven years of
Ausgliederung, and O otherwise.
AfterCarvelO Dummy variable equals one, if within ten years of

Ausgliederung, and 0 otherwise.

Other Control Variables

TotalAsset

Total Assets (KRW in billions)

Size Natural logarithm of (1+Total assets)

FirmAge_raw The difference between the current year and the
B founding year (Number of years of operations)

FirmAge Natural logarithm of (1+Number of years of operations)

Tangibility Tangible Assets divided by total assets (%)

Profitability Operating income divided by total assets (%)

Cash_to_Assets

Sum of the cash, cash equivalents, and marketable
securities divided by total assets (%)

Leverage

Total liabilities divided by total assets (%)

CAPEX_to_PPE

Capital expenditure divided by tangible assets (%)

Market_to Book

Market value per share divided by book value per share
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OCF_TA

Cash flows from operating activities divided by total
assets (%)

Sales Growth Rate

Percentage increase in sales revenue compared to the
prior year

High_Q Dummy variable equals one if Tobin’s g of a firm is
within the top 30% as of year and 0 otherwise.
High T Ind Dummy variable equals one if a firm belongs to an
- industry with top 30% tangibility as of the year and 0
otherwise.
High | Ind Dummy variable equals one if a firm belongs to an

industry with top 30% investment to assets as of the year
and 0 otherwise.
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[Table 1.2] Descriptive statistics

Panel A presents descriptive statistics for the entire sample. Although the sample comprised firms listed on the KOSPI and KOSDAQ from 2000 to 2020,
the following firms are excluded for research purposes: firms with capital impairment, firms with omitted or negative total assets or sales revenue, special purpose
acquisition firms (SPAC), real estate investment trusts (REITS), and firms belonging to the finance or insurance industry (firms belonging to 64 to 66 in the 2-
digit Korean Standard Industrial Classification Code). In Panel C, the firm characteristics as of the year immediately before the Ausgliederung are shown only
for the firms that have implemented an Ausgliederung. CSFirm is a dummy variable with a value of 1 when a controlling shareholder exists and 0 if not. BG is
a dummy variable with a value of 1 when a firm has an affiliate in Korea. LBG1 is a dummy variable with a value of 1 when other listed firms belong to the
same business group, and LBG2 is a dummy variable with a value of 1 when the firm belongs to a large business group as defined by the Korea Fair Trade
Commission. Layer is a variable indicating the floor at which the firm is located under the pyramid of the business group. VR is a variable representing the voting
rights of the controlling shareholder, and CFR means the cash flow rights of the controlling shareholder. RelSize refers to the newly established subsidiary’s total
assets relative to the parent firm’s total assets immediately after the Ausgliederung. Other variables are defined in Table 1.

Panel A: Descriptive statistics for the entire sample
VARIABLES N mean p10 p25 p50 p75 p90

Dependent Variables

SEOVol_raw 32,804 4.48 0 0 0 0 5.00
SEOVol_TA 32,804 4.84 0 0 0 0 8.94
SEOVol 32,804 0.35 0 0 0 0 1.79
SEO_Dummy 32,804 0.15 0 0 0 0 1

Investment_to_Assets 32,804 10.45 -3.80 0.75 5.28 13.08 27.74

(Continue on Next Page)
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VARIABLES N mean p10 p25 p50 p75 p90
IncEqui_TA 32,804 6.23 0 0 0 0.38 13.79
IncDebt_TA 32,804 26.06 0 0.36 10.55 33.06 70.27
Main Explanatory Variables

AfterCarve 32,804 0.03 0 0 0 0 0
AfterCarve7 32,804 0.04 0 0 0 0 0
AfterCarvelQ 32,804 0.05 0 0 0 0 0
Control Variables

TotalAsset 32,804 793.50 25.77 48.54 102.89 265.80 813.22
Size 32,804 4.87 3.29 3.90 4.64 5.59 6.70
FirmAge_raw 32,804 27.82 9 15 24 39 51
FirmAge 32,804 3.13 2.20 2.71 3.18 3.66 3.93
Tangibility 32,804 27.80 2.97 12.39 25.85 40.58 54.62
Profitability 32,804 4.22 -4.76 0.77 4.07 8.47 14.01
Cash_to_Assets 32,804 7.83 0.44 1.71 4.89 10.67 19.15
Leverage 32,804 40.04 13.22 24.08 40.05 54.92 66.25
Debt_to_Assets 32,804 20.16 0.00 3.94 17.84 32.55 44.48
CAPEX_to_PPE 31,433 33.21 -10.69 -2.30 4.17 22.63 73.11
Market_to_Book 30,440 1.15 0.43 0.60 0.97 1.29 2.08
OCF_TA 32,804 4.49 -6.71 -0.51 4.50 9.90 16.10
Sales Growth Rate 31,251 24.79 -23.38 -7.02 5.02 19.21 44.61
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Panel B: Pairwise Correlation between variables

Variables 1) ) @) (4) ©) (6) (@) (8) 9) (10) (11)
(1) SEOVol_TA 1.00
(2) SEOVoI 0.50 1.00
(0.00)
(3) Investment_TA 0.39 0.26 1.00
(0.00) (0.00)
(4) AfterCarve -0.01 0.06 -0.04 1.00
(0.02) (0.00) (0.00)
(5) Size -0.17 -0.11 -0.24 0.14 1.00
(0.00) (0.00) (0.00) (0.00)
(6) FirmAge -0.13 -0.15 -0.22 0.05 0.35 1.00
(0.00) (0.00) (0.00) (0.00) (0.00)
(7) Tangibility -0.07 -0.06 -0.18 -0.01 0.17 0.18 1.00
(0.00) (0.00) (0.00) (0.08) (0.00) (0.00)
(8) Profitability -0.04 -0.06 0.08 -0.03 0.07 -0.09 0.00 1.00
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.61)
(9) Cash_to_Assets 0.12 0.05 0.17 -0.02 -0.20 -0.20 -0.29 0.08 1.00
(0.00) (0.00) (0.00) (0.01) (0.00) (0.00) (0.00) (0.00)
(10) Leverage 0.00 0.12 -0.16 0.04 0.18 0.05 0.26 -0.11 -0.25 1.00
(0.52) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
(11) Market_to_Book 0.19 0.17 0.22 -0.01 -0.13 -0.20 -0.16 -0.03 0.20 -0.01 1.00
(0.00) (0.00) (0.00) (0.10) (0.00) (0.00) (0.00) (0.00) (0.00) (0.12)
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Panel C: Descriptive Statistics of the Ausgliederung-implemented Firm

VARIABLES N mean p25 p50 p75
Size 225 5.87 4.66 5.46 7.16
Tangibility 225 29.77 13.76 2751 41.37
FirmAge 225 3.23 2.89 3.37 3.71
Profitability 225 2.68 0.07 2.87 551
Cash_to_Assets 225 6.94 1.12 4.22 9.51
Leverage 225 46.37 3222 4824 59.42
Market_to_Book 224 1.38 0.70 1.16 1.76
OCF_TA 225 326 -1.01 2.98 7.26
CSFirm 225 0.90 1 1 1
BG 225 0.89 1 1 1
LBG1 225 0.46 0 0 1
LBG2 225 0.26 0 0 1
Layer 201 1.58 1 1 2
VR 203 3955 30.05 38.72 4841
CFR 203 29.88 17.77 28.88 40.67
RelSize 225 3585 582 16.70 375
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[Table 1.3] Correlation between the Ausgliederung within five years and the size of
seasoned equity offerings

Table 1.3 shows that a Pair implementing Ausgliederung raises more capital through
SEOs than other public firms. Panel A uses SEOVol_TA, obtained by dividing the amount of
capital raised through SEOs by total assets, as a dependent variable. In contrast, Panel B uses
SEOVol, the log value of capital raised through SEOs, as a dependent variable. The numbers
in parentheses are double clustered standard errors by firm and year. All continuous variables
are winsorized at the 1st and 99th percentile. *, **, and *** indicate statistical significance
at the 10%, 5%, and 1% levels, respectively. All variables are defined in Table 1.1. Data are
obtained from the DataGuide.

Panel A: Dependent Variable- SEOVol_TA

@ @ ®) (4) ®) (6)
VARIABLES
AfterCarve 1.892%**  1276***  1.408***  1.116** 1.171**  1.416***
(0.369) (0.343) (0.329) (0.484) (0.501) (0.307)
Size -1.850***  -1.458*** .1 258*** .7.869*** -7.313*** -1.200%**
(0.254) (0.199) (0.183) (1.396) (1.515) (0.173)
FirmAge -1.176**  -1.198*** -0.285 0.891 2.740%* -0.253
(0.437) (0.404) (0.234) (1.702) (1.294) (0.235)
Tangibility -0.036*** -0.016 0.025 0.022 -0.014
(0.011) (0.009) (0.021) (0.023) (0.009)
Profitability -0.289***  -0.328***  -0.079**  -0.157*** -0.328***
(0.042) (0.044) (0.035) (0.038) (0.046)
Cash_to_Assets 0.109***  0.052** 0.097** 0.038 0.056**
(0.033) (0.024) (0.043) (0.028) (0.022)
Leverage 0.035*** 0.015* 0.094***  0.075*** 0.014*
(0.011) (0.008) (0.019) (0.017) (0.008)
CAPEX_to_PPE 0.004* 0.003 0.003
(0.002) (0.002) (0.002)
Market_to_Book 1.868*** 1.781***  1.882***
(0.248) (0.319) (0.244)
Observations 31,206 31,206 29,369 31,130 29,246 28,769
R-squared 0.034 0.047 0.087 0.262 0.234 0.177
Year FE (0] (0] @] ] ] X
Industry FE ¢} ¢} 0 X X X
Firm FE X X X ] ] X
Industry-Year FE X X X X X o
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Panel B: Dependent Variable - SEOVol

() &) ®) (4) (%) (6)
VARIABLES
AfterCarve 0.468***  0.417*** 0.431*** (0.289*** 0.303*** (.439***
(0.052) (0.049) (0.048) (0.055) (0.058) (0.049)
Size -0.032***  -0.028*** -0.022** -0.148*** -0.143*** -0.019**
(0.011) (0.010) (0.009) (0.025) (0.030) (0.009)
FirmAge -0.087*** -0.093*** -0.070***  0.021 0.043 -0.066***
(0.016) (0.016) (0.012) (0.065) (0.051) (0.012)
Tangibility -0.003*** -0.002***  -0.001* -0.001  -0.002***
(0.000) (0.000) (0.001) (0.001) (0.000)
Profitability -0.015*** -0.017*** -0.007*** -0.009*** -0.017***
(0.001) (0.001) (0.001) (0.001) (0.001)
Cash_to_Assets -0.000 -0.001* -0.001 -0.002* -0.001*
(0.001) (0.001) (0.001) (0.001) (0.001)
Leverage 0.006***  0.006***  0.009*** (0.008***  0.005***
(0.000) (0.000) (0.001) (0.001) (0.000)
CAPEX_to_PPE 0.000*** 0.000* 0.000**
(0.000) (0.000) (0.000)
Market_to_Book 0.063*** 0.056***  0.066***
(0.008) (0.009) (0.007)
Observations 31,206 31,206 29,369 31,130 29,246 28,769
R-squared 0.051 0.095 0.112 0.242 0.261 0.178
Year FE (0] (0] ] (0] (0] X
Industry FE e} e} O X X X
Firm FE X X X (0] (0] X
Industry-Year FE X X X X X )
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[Table 1.4] Correlation between the Ausgliederung within five years and
implementation of SEOs

Table 1.4 examines that a Pair implementing Ausgliederung have a higher frequency of
SEO than other public firms. SEO_Dummy, the dependent variable of Table 4, is a dummy
variable with a value of 1 if the firm has conducted an SEO. Equation (1) reports the analysis
results using the pooled logit model. Equation (2) uses a panel logit model assuming random
effects, while Equation (3) uses a panel logit model considering fixed effects. Equations (4)
and (5) use a panel logit model assuming a firm fixed effect, and simultaneously the year
fixed effect is also considered. Equations (1)-(3) use the firm-clustered standard error.
Equations (4) and (5) calculate coefficients and standard errors using the method proposed
by Fernandez-Val and Weidner (2016) to solve the incidental parameter problems. All
continuous variables are winsorized at the 1st and 99th percentile. *, **, and *** indicate
statistical significance at the 10%, 5%, and 1% levels, respectively. Other variables are
defined in Table 1. Data are obtained from the DataGuide.

Dependent Variable: SEO_Dummy

@ @ ©) (4) ®)
VARIABLES Pooled Random Fixed Effect Two-way Two-way
Effects Fixed Effects  Fixed Effects
AfterCarve 1.471%** 1.451%** 1.027%** 0.982%*** 1.023***
(0.087) (0.129) (0.137) (0.124) (0.124)
Size -0.427*** -0.477%** -0.614*** -0.682*** -0.549***
(0.022) (0.033) (0.064) (0.061) (0.061)
FirmAge -0.381*** -0.304*** 0.880*** -0.191 -0.626***
(0.035) (0.058) (0.142) (0.190) (0.190)
Tangibility -0.012%** -0.013*** -0.007*** -0.005** -0.011***
(0.001) (0.002) (0.003) (0.002) (0.002)
Profitability -0.056*** -0.051*** -0.030*** -0.023*** -0.044***
(0.002) (0.003) (0.003) (0.003) (0.003)
Cash_to_Assets -0.009*** -0.009*** -0.008** -0.008** -0.005
(0.003) (0.003) (0.003) (0.003) (0.003)
Leverage 0.028*** 0.032%** 0.030%*** 0.031%** 0.030***
(0.001) (0.002) (0.002) (0.002) (0.002)
CAPEX_to_PPE 0.001*** 0.000%*** 0.000** 0.000 0.000**
(0.000) (0.000) (0.000) (0.000) (0.000)
Market_to_Book 0.122%** 0.151%** 0.115%** 0.068*** 0.053***
(0.011) (0.016) (0.020) (0.018) (0.018)
_Cons 0.197 -0.327
(0.140) (0.205)
Observations 29,371 29,371 15,978 15,978 15,978
Year FE X X X (@] ]
Industry FE X X X X X
Firm FE X X (0] (0] O
Bias Correction Analytical Jackknife
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[Table 1.5] Analysis of the relationship between Pair characteristics and the size of seasoned equity offerings

This table analyzes the effect of certain characteristics on the size of the capital raised by the Pair through stock issuance after Ausgliederung.
Sub_HighP_Ind equals 1 if a newly-established subsidiary belongs to an industry with top 30% profitability as of the year and O otherwise. Similarly,
Sub_LowP_Ind is 1 only when profitability falls within the bottom 30%. Sub_Highl_Ind (Sub_Low_Ind) only has a value of 1 when a new subsidiary belongs
to an industry with a top (lower) 30% investment relative to total assets. All equations include the control variables used in Table 1.3. All continuous variables
are winsorized at the 1st and 99th percentile. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively. Other variables are
defined in Table 1.1. Data are obtained from the DataGuide.

0 5) 3 @ 5) ©) %) ®)
VARIABLES SEOVol TA SEQOVol TA SEOVol TA SEOVol TA SEOVol TA SEOVol TA SEOVol TA SEOVol TA
Sub_HighP _Ind -0.855 -0.018 -0.307
(0.859) (0.796) (0.497)
Sub_LowP_Ind 2.938%** 2.651%** 2.519%**
(0.934) (0.895) (0.750)
Sub_Highl Ind 3.001%* 2.552%%*
(1.072) (0.748)
Sub_Lowl Ind -0.098 -0.587
(0.815) (0.560)
Parent_HighP 0.504 0.224 0.411
(1.147) (1.126) (0.959)
Parent LowP -0.214 -0.226 -0.550
(0.571) (0.572) (0.415)
Observations 1,067 1,066 1,504 1,066 1,504 1,067 1,066 1,504
R-squared 0.100 0.140 0.130 0.142 0.131 0.084 0.130 0.121
Year FE YES YES YES YES YES YES YES YES
2-digit Industry FE No Yes Yes Yes Yes No Yes Yes
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[Table 1. 6] Correlation between Ausgliederung within five years and investment

size

Table 1.6 examines that a Pair implementing the Ausgliederung invests more than other
public firms. Table 1.6 uses Investment TA, a variable representing the size of investment
relative to total assets, as the dependent variable. All equations in Table 5 consider the year
and industry fixed effects. All continuous variables are winsorized at the 1st and 99th
percentile. *, ** and *** indicate statistical significance at the 10%, 5%, and 1% levels,
respectively. Other variables are defined in Table 1. Data are obtained from the DataGuide.

1) @) (3) ) ()
VARIABLES Dependent Variable: Investment_TA
AfterCarve 1.274** 1.567*** 1.120* 0.688 3.284***
(0.607) (0.562) (0.586) (0.570) (0.952)
Size -1.341%** -1.433%** -1.434%** -1.332%** -2.835%**
(0.252) (0.237) (0.237) (0.224) (0.558)
FirmAge -1.872%** -1.907*** -1.906*** -1.877x** -4.641%**
(0.266) (0.277) (0.276) (0.256) (1.337)
OCF_TA 0.058* 0.058* 0.058* 0.213%**
(0.028) (0.029) (0.029) (0.039)
Sales Growth Rate -0.000 -0.000 -0.000 0.002
(0.000) (0.000) (0.000) (0.001)
Market_to_Book 2.595%** 2.601*** 2.599*** 2.549***
(0.438) (0.452) (0.452) (0.426)
High_T_Ind -0.398
(0.501)
High_T_Ind * AfterCarve 1.417*
(0.740)
High_l_Ind 1.787%**
(0.307)
High_I_Ind *AfterCarve 1.948*
(1.063)
HighQ B5.719***
(0.508)
HighQ * AfterCarve 2.510%*
(1.013)
Observations 30,334 29,003 29,003 29,003 29,003
R-squared 0.112 0.113 0.113 0.111 0.141
Year FE 0 0 0 0 0
Industry FE 0 0 0 0] 0
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[Table 1.7] Matched sample analysis: Correlation between the Ausgliederung within
five years and the size of seasoned equity offerings and investments

Table 1.7 analyzes the correlation between the Ausgliederung within five years and the
size of SEOs and investment through a matched sample. Equations (1)—(3) matched one firm
with one Ausgliederung-implementing firm, and Equations (4)—(6) matched two firms with
one Ausgliederung-implementing firm. Treat is a dummy variable with a value of 1 for the
Ausgliederung-implementing firm and 0 for the matched firm. Post5yrs is a dummy variable
with a value of 1 when the period falls within five years after the division, and it applies to
both the Pair and the matched firm. In Panel A, the analysis is performed using the amount
of capital raised through SEOs to the total asset (SEOVol TA) as a dependent variable.
However, the caliper method is used to maintain the difference in propensity scores between
the Pair and the matched firm at a certain level (caliper=1%, with replacement). Panel B
performed the analysis similarly, using the investment to total assets (/nvestment TA) as the
dependent variable. The numbers in parentheses are double clustered standard errors by firm
and year. All continuous variables are winsorized at the 1st and 99th percentile. *, **, and
*** indicate statistical significance at the 10%, 5%, and 1% levels, respectively. Other
variables are defined in Table 1. Data are obtained from the DataGuide.

Panel A: Dependent Variable - SEOVol TA

(1) (2) (3) 4) (5) (6)
VARIABLES
Treat 0.189 0.631 0.038  0.629
(0.511)  (0.444) (0.522)  (0.367)
PostSyrs 0469  -0.048 -0.645%  -0.146
(0.435)  (0.352) (0.353)  (0.234)

Treat * PostSyrs ~ 0.977*%%  1260%  1.179%* 1.039%** 1539%* ] (089**
(0266)  (0.665)  (0.566)  (0.307)  (0.598)  (0.474)

Observations 6,485 6,485 5,673 8,988 8,988 7,913
R-squared 0.110 0.110 0.136 0.088 0.088 0.121
Size & FirmAge Include  Include Include Include Include  Include
Other Control Exclude Exclude Include Exclude Exclude Include
Variables
Year FE (0] (0] (0] (0] (0] O
Industry FE O O O O O O
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Panel B: Dependent Variable- Investment TA

(1 2 3) “) &) (6)
VARIABLES
Treat 0.419 0.499 -0.289 -0.320
(0.545) (0.561) (0.408) (0.442)
Post5yrs -0.275 -0.184 -0.570 -0.677
(0.567) (0.595) (0.462) (0.467)
Treat * PostSyrs 1.011* 1.579%*%  1.326%* 1.216%* 1.622%*  1.795%*
(0.534) (0.701) (0.643) (0.634) (0.698) (0.712)
Observations 5,978 5,978 5,673 8,930 8,930 8,488
R-squared 0.129 0.129 0.131 0.132 0.132 0.139
Size & FirmAge Include  Include Include  Include  Include  Include
Other Control Exclude Exclude Include Exclude Exclude Include
Variables
Year FE o o o o o o
Industry FE o o o o O O
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[Table 1.8] Seasoned equity offerings and investment of the Ausgliederung-implementing parent firm

SEOVol_TA O is the same as SEOVol_TA in most firms; however, in the case of the Ausgliederung-implemented firm, it is obtained by the
parent firm alone, not at the pair level. Similarly, Investment_TA_O and Size_O of the Ausgliederung-implemented firm are obtained using only
the parent company. With SEOVol_TA_O as a dependent variable, Panel A analyzes the correlation between the amount of capital raised through
SEOs relative to the total assets of the divided parent firm and whether the Ausgliederung is performed within five years. With Investment_TA_O
as a dependent variable, Panel B analyzes the correlation between the amount of investment relative to the total assets of the divided parent firm
and whether the Ausgliederung is performed within five years. The numbers in parentheses are double clustered standard errors by firm and year.
All continuous variables are winsorized at the 1st and 99th percentile. *, **, and *** indicate statistical significance at the 10%, 5%, and 1%
levels, respectively. Other variables are defined in Table 1. Data are obtained from the DataGuide.

Panel A: Dependent Variable - SEOVol_TA_O

@ 2 @) (4) ®)

VARIABLES
AfterCarve 0.985* 0.454 0.882* 0.726 0.309

(0.492) (0.486) (0.491) (0.568) (0.198)
FirmAge -1.846*** -5.197*** -1.480*** -4.839*** -0.417***

(0.246) (0.775) (0.280) (0.750) (0.072)
Size_O --2.314%** -7.007%** -2.363*** -7.959%** -0.112

(0.473) (1.809) (0.475) (1.705) (0.109)
Observations 31,206 31,206 29,369 29,246 14,707
R-squared 0.061 0.294 0.093 0.306 0.050
Year FE 0] ) @) 0] 0]
Industry FE O X @) X )
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Firm FE X o] X o] X
Other Control Variables X X 0] 0] 0]

Panel B: Dependent Variable - Investment_TA_O

1) () (©) (4) (5)
VARIABLES
AfterCarve 0.470 -2.463 0.349 -1.934 -2.446*
(0.919) (1.547) (0.688) (1.327) (1.230)
HighQ -1.190
(1.002)
HighQ * AfterCarve 1.826
(1.526)
Observations 30,334 30,206 29,003 28,872 28,872
R-squared 0.124 0.295 0.128 0.299 0.240
Size & FirmAge Include Include Include Include Include
Market_to Book Include Include Include Include Exclude
Year FE o] O o] @) O
Industry FE O X O X X
Firm FE X @) X @] ]
Other Control Variables X X O O )
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[Table 1.9] Comparison between the Ausgliederung-implementing parent
firm and the new wholly-owned subsidiary

Table 1.9 directly compares SEO and investment amount between the Ausgliederung-
implementing parent firm and the new wholly-owned subsidiary for a certain period after the
Ausgliederung. The table includes only the parent firm and the new subsidiary, excluding all
other firms. D_NewFirm is a dummy variable, that is, assigned a value of 1 when a firm is a
wholly-owned subsidiary created through the Ausgliederung and 0 when it is a parent firm.
Size_separate is calculated similarly as Size but is determined separately for the parent firm
and subsidiary. SEOVol5_separate represents the accumulated amount of SEOs within five
years of the Ausgliederung and is calculated for the parent and new firms (KRW in billions),
respectively. SEOVol5_TA_separate is the value obtained by dividing the cumulative amount
of SEOs within five years of the Ausgliederung by the total assets at the time of the
Ausgliederung; it is also defined for both the parent firm and new subsidiary.
SEOVoI3_separate and SEOVol3_TA separate are also determined in the same manner as
the previous two variables, except that the reference period is three years. Inv5_separate and
Inv3_ separate represent the cumulative investment amount for five and three years,
respectively, after the Ausgliederung (KRW in billions). Inv5_TA_separate and
Inv3_TA_separate are the values of the cumulative investment amounts within five and three
years of the Ausgliederung, divided by the total assets at the time of division. Panel A shows
the difference in the cumulative amount of SEOs between the parent and new firms. In Panel
B, the difference in the cumulative amount of SEOs relative to the total assets between the
Ausgliederung-implementing parent firm and the new subsidiary is analyzed. Panel C shows
the difference in investment size between the Ausgliederung-implementing parent firm and
the newly established subsidiary. The numbers in parentheses are double clustered standard
errors by firm and year. All continuous variables are winsorized at the 1st and 99th percentile.
* ** and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.
Other variables are defined in Table 1. Data are obtained from the DataGuide.

Panel A
) @ @) (4) ®)

VARIABLES SEOVOI3_separate SEQOVOI5_separate
D_NewFirm 20.773 67.585** 72.635** 79.458** 86.669**

(15.331) (30.566) (31.815) (32.221) (34.642)
Size_separate 23.223*** 25.182*** 23.515%** 25.281***

(8.754) (9.491) (9.065) (9.738)

Constant 22.595***  -116.376**  -114.863**  -113.267** -95.548

(5.674) (51.506) (48.393) (53.054) (59.310)
Observations 466 466 466 466 466
R-squared 0.004 0.057 0.063 0.033 0.039
Other Control Excluded Excluded Included Excluded Included

Variables
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Panel B

(1) (2) (3) 4)
VARIABLES SEOVOI3 TA separate SEOVOI5 TA separate
D NewFirm 47.486** 52.411%* 110.159* 128.286**
(20.747) (25.141) (66.592) (63.049)
Observations 466 466 466 466
R-squared 0.010 0.029 0.005 0.015
Other Control Excluded Included Excluded Included
Variables
Panel C
(1) 2
VARIABLES Inv3_TA_separate Inv5_TA_separate
D_NewFirm 35.53*** 70.47**
(13.26) (30.48)
Constant 43.41%** 69.62**
(13/16) (30.15)
Observations 467 467
R-squared 0.087 0.091
Size Included Included
Other Control Variables Included Included
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[Table 1.10] Market reactions to the announcement on the Ausgliederung for

all cases of the Ausgliederung

For all firms that implemented the Ausgliederung from 2000 to 2021, the market

reactions to the announcement on the Ausgliederung are examined. In addition, abnormal

returns using the market-adjusted and capital asset pricing models are reported.

Model AR/CAR t-value
Market-adjusted Model (1 Day, -1 to 0) -0.083% -0.131
Market-adjusted Model (2 Days, -1 to +1) -0.596% -1.799*
Market-adjusted Model (3 Days, -1 to +2) -0.990% -2.640***
CAPM (1 Day, -1 to 0) -0.031% -0.352
CAPM (2 Days, -1 to +1) -0.545% -1.952*
CAPM (3 Days, -1 to +2) -0.928% -2.791***
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[Table 1.11] Differences in the market reactions to the announcement of the
Ausgliederung according to the purpose of the Ausgliederung

Panel A illustrates the classification of the purpose of the Ausgliederung into four main
types: 1) finance and investment through new subsidiaries, 2) rehabilitation of corporations,
3) establishment of a holding company, and 4) improving efficiency through division. Panel
B analyzes the market reaction to the announcement for each purpose of the Ausgliederung
based on the classification of Panel A. These panels present abnormal returns on the day of
announcing the Ausgliederung and cumulative abnormal returns of two-day (-1 to +1) and
three-day (-1 to +2). Panel C compares the abnormal returns/cumulative abnormal returns of
the Ausgliederung-implementing firms that announce the purpose of the division as “Finance
and investment through new subsidiaries” with those of other Ausgliederung-implementing
firms. Motive_Raising_Capital is a dummy variable with a value of 1 when the purpose of
the Ausgliederung is “Finance and investment through new subsidiaries.” Focusing on the
Ausgliederung cases with the Motive_Raising_Capital value of 0, Panel D analyzes the
correlation between Cash_to_Assets of the parent firm and the effect of announcing the
Ausgliederung. LowCash is a variable with a value of 1 when Cash_to_Assets of the parent
firm belongs to the bottom 30% of all listed firms within the relevant year. The numbers in
parentheses are double clustered standard errors by firm and year. *, **, and *** indicate
statistical significance at the 10%, 5%, and 1% levels, respectively.

Panel A: Classification of the Ausgliederung according to division purpose in the prospectus

Cumulative
Purpose Frequency Relative Relative
Frequency (%) Frequency
(%)
Finance and investment through new subsidiaries 168 27.45 27.45
Rehabilitation of corporations 23 3.76 31.21
Establishment of a holding company 38 6.21 37.42
Improving efficiency through division 383 62.58 100
Total 612 100
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Panel B: Market reaction to the announcement of the Ausgliederung by the purpose of division

Financing & Rehabilitation Holding Improving

Investment Company Efficiency
AR/CAR N mean N mean N mean N mean
AR (Market Adjusted Model, 1 day, %) 168  -1.780™" | 23 1.668 38 1.984" | 380  0.445
AR (CAPM, 1 day, %) 168 -1.903™ | 23 1.636 38 19117 380 0.432
CAR (Market Adjusted Model, 2 days, %) | 168  -2.754™ | 23 1.958 38 1.040 380 0.131
CAR (CAPM, 2 days, %) 168 -2.945™ | 23 2.122 38 0.954 380 0.142
CAR (Market Adjusted Model, 3 days, %) | 168 -3.852"" | 23 1.720 38 0.252 380 0.086
CAR (CAPM, 3 days, %) 168 -4.020™ | 23 1.804 38  -0.079 380 0.101

Panel C: Multivariate Analysis - Comparison of market reaction according to the purpose of division

1) ) ®) (4) ®) (6)

VARIABLES AR_1day (CAPM) CAR_2days (CAPM)
Motive_Raising_Capital -2.512%%* D ABL*** 2. 210%*F*  -3.242%**  -3.262*%** -2 B54***

(0.490) (0.489) (0.709) (0.632) (0.631) (0.924)
Constant 0.609** 1.884 0.375 0.297 1.537 0.382

(0.283) (1.582) (2.411) (0.365) (2.029) (3.190)
Observations 612 612 257 612 612 257
R-squared 0.037 0.040 0.051 0.037 0.038 0.055
Control Variables- Parent Firm No Yes Yes No Yes Yes
Control Variables- Subsidiary No No Yes No No Yes

136



Panel D: The level of cash holdings of the Ausgliederung parent firm and the

market reaction to the announcement of the Ausgliederung

VARIABLES

(1) ) @) (4) (%)
AR _lday CAR _2day CAR_3day AR_lday CAR_2day
(CAPM) (CAPM) (CAPM) (CAPM) (CAPM)

LowCash

Constant

Observations
R-squared
Exclude Small
Subsidiaries

Control Variables

1.812%%*  1756%*  2.137%% 2.930%%% 3 200%**
(0.660)  (0.824)  (1.006)  (0.905)  (1.181)
0.955 0.859 1394 0131  -0.091
(1.821)  (2.343)  (2.827) (2.719)  (3.423)

432 432 432 285 285
0.025 0.012 0.019 0.047 0.031
No No No Yes Yes
Yes Yes Yes Yes Yes
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[Table 2.1] Distribution of SPAC IPOs

Table 2.1 shows the number, proceeds, and status of SPACs listed in KOSDAQ from
2010 to 2021. Panel A reports the status of SPACs as of the end of 2021, and Panel B presents
average proceeds, median proceeds, and aggregate gross proceeds of 217 SPAC IPOs on
KOSDAQ. All proceeds are expressed in KRW billions. Data sources are Securities Issue

Reports submitted to the Financial Supervisory Service.

Panel A: Status of SPACs as of the Year 2021

Mergers in . . Total
Completed Mergers progress Active SPACs Liquidated SPACs SPACS
110 9 46 52 217
Panel.B. Number and Proceed of SPAC IPOs by Year
Proceed of SPAC IPOs
Year Obs. Mean Median Gross
2010 18 22.18 20.00 399.16
2011 1 20.00 20.00 20.00
2012 0 0.00 0.00 0.00
2013 2 13.00 13.00 26.00
2014 26 11.05 10.00 287.22
2015 45 10.80 10.00 486.04
2016 12 10.86 10.00 130.30
2017 20 7.77 8.00 155.38
2018 20 7.76 7.75 155.20
2019 30 8.88 8.00 266.35
2020 19 8.63 8.40 164.00
2021 24 9.95 8.00 238.69
Total 217 10.73 9.00 2328.35
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[Table 2.2] SPAC mergers and Traditional IPOs

Table 2.2 reports the number, average proceeds, and gross proceeds of SPAC mergers and traditional IPOs by year. Data sources are Securities Issue Reports
submitted to the Financial Supervisory Service. All proceeds are expressed in KRW billions.

SPAC Mergers Traditional IPOs
Average Proceeds Gross Proceeds Average Proceeds Gross Proceeds
Year Obs. (KRW in billions) (KRW in billions) Obs. (KRW in billions) (KRW in billions)
2010 0 0.00 0.00 51 14.8 754.86
2011 2 21.63 43.26 55 23.00 1264.93
2012 4 25.38 101.50 20 13.58 271.69
2013 3 22.33 67.00 35 17.78 622.23
2014 2 17.40 34.80 40 24.49 832.78
2015 13 11.80 153.34 57 31.39 1538.29
2016 12 9.70 116.38 47 40.49 1578.92
2017 20 11.07 221.50 53 66.66 3266.31
2018 11 9.38 103.19 65 29.06 1685.38
2019 11 8.86 97.50 63 36.03 2089.64
2020 17 8.39 142.58 65 39.11 2189.97
2021 15 8.92 133.85 72 45.61 2827.96
Total 110 11.04 121491 623 33.43 18922.95
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[Table 2.3] Industry distribution of firms became public between 2010-2021

Panel A of Table 2.3 displays the distribution of 2-digit industry classification for SPAC

targets and traditional IPOs. Considering the high proportion of firms belonging to the

manufacturing and information/communication industries, Panel B and C show the 3-digit

industry code distribution of firms belonging to these industries, respectively. For each panel,

chi-squared test statistics to test whether a difference in the industry distribution between the

two groups is presented together.

Panel A. 2- digit industry classification for SPAC targets and traditional [POs.

Industry SPAC Mergers Traditional IPOs
Freq Pct. Freq Pct.
Accommodation and Food Service Activities 1 0.91% 0 0.00%
Agriculture, Forestry and Fishing 0 0.00% 1 0.16%
Arts, Sports and Recreation related Services 1 0.91% 2 0.32%
Business Facilities Management and Business Support Services;
Rental and Leasing Activities 1 0.91% 2 0.32%
Construction 1 0.91% 3 0.48%
Education 1 0.91% 2 0.32%
Information and Communication 24 21.82% 111 17.82%
Manufacturing 69 62.73% 425 68.22%
Professional, Scientific, and Technical Activities 7 6.36% 52 8.35%
Transportation and Storage 0 0.00% 1 0.16%
Water Supply; Sewage, Waste Management, Materials Recovery 0 0.00% 1 0.16%
Wholesale and Retail trade 5 4.55% 23 3.69%
Total 110 100.00% 623 100.00%
Pearson x2(11)=10.743 Pr=0.465
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Panel B. 3-Digit industry classification for manufacturing SPAC targets and

traditional IPOs.

Manufacturing Industry SPAC Mergers Traditional IPOs
Freq. Pct. Freq. Pct.
Chemicals 7 10.1% 42 9.88%
Computers 9 13.0% 97 22.82%
Equipment 16 23.2% 102 24.00%
Food and Beverages 4 5.8% 21 4.94%
Metal Products 4 5.8% 17 4.00%
Pharmaceuticals 2 2.9% 58 13.65%
Precision and Optical Instruments 8 11.6% 45 10.59%
Rubber and Plastic Products 8 11.6% 9 2.12%
Textiles, Apparel, and Leather 2 2.9% 7 1.65%
Transport 2 2.9% 22 5.18%
Others 7 10.1% 5 1.18%
Total 69 100% 425 100%
Pearson y2(17) = 13.932 , Pr=0.672
Information and Communication SPAC Mergers Traditional IPOs
Freq Pct. Freq Pct.
Broadcasting 0 0.00% 3 2.70%
Information service 2 8.33% 17 15.32%
Music and Video 3 12.50% 11 9.91%
Publishing 17 70.83% 72 64.86%
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Software

Telecommunications

Total

2 8.33%
0 0.00%
24 100.00%

111

6.31%

0.90%

100.00%

Pearson y2(5) = 1.904, Pr=0.862
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[Table 2.4] Pre-listing firm characteristics

Panel A of Table 2.4 presents mean and median pre-listing firm characteristics for SPAC targets and traditional IPO firms and the results of mean and median

difference tests. Pre-listing firm characteristics are measured in previous years of going public. Columns 1, 2, and 3 include all SPAC targets, SPAC targets with

technology listings, and SPAC targets excluding technology listings, respectively. Similarly, column 4, 5, and 6 contains all traditional firms, traditional IPO

firms with technology listings, and traditional IPO firms excluding technology listings. Column 7 presents the difference between SPAC and traditional 1PO

firms through mean and median values for each characteristic. Column 9 is identical to Column 7, except technology listings are excluded. Column 8 shows the

p-value for the statistical significance of the difference between the mean and median between the two groups presented in column 7.

Similar to Column 8,

Column 10 displays the p-value for the statistical significance of the values presented in Column 9. Panel B shows a pairwise correlation matrix of the variables

we use to analyze the SPAC acquisitions and IPOs executed from 2010 to 2021. All variables are defined in Appendix B. Data are obtained from the DataGuide.

Panel A. Comparison of pre-listing firm characteristics between SPAC target firms and traditional IPO firms

SPAC firms IPO firms Diff(A-D) Diff(C-F)
Total Tech_List Non-Tech_List Total Tech_List Non-Tech List
(A) (B) ©) (D) (E) (F) Mean P-value Mean P-value
(N=110) (N=6) (N=104) (N=623) (N=134) (N=489) Median P-value Median P-value
Total_Assets 37.169 12.798 38.575 58.778 22.956 68.716 -21.609 0.066 -30.141 0.026
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InTA

EBIT

Gross Sales

Sales Growth

Cash_TA

Leverage

OCF TA

Intan TA

[27.109]
1.048
[.997]
4.72

[3.901]
39.395
[28.929]
42,677

[18.809]
16.786

[11.549]
46.172

[45.709]
13.911
[10.41]

3.95

[12.46]
0.142
[.176]
-0.884
[0.324]

12.32

[7.705]

-3.128
[-11.406]

22435
[9.46]
49.846

[51.246]
-1.616
[2.667]

8.215

[28.292]
1.101
[1.04]
5.043

[4.067]
40.957
[29.287]
45.014

[18.887]
16.46

[11.717]
45.96

[45.709]
14.852

[11.124]

3.691

[35.753]
1.305
[1.274]
6.645
[4.926]
54.985
[35.406]
55.684
[22.85]
16.497
[12.951]
48333
[44.898]
12.443
[12.198]

4.763
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[18.119]
0.594
[.594]
-1.928

[-2.223]
12.378
[5.076]
82.554

[26.014]
22.366

[15.938]
64.274

[56.125]

-14.012

[-10.367]

6.251

[41.265]
1.502
[1.417]
8.994
[6.072]
66.661
[44.386]
48.703
[22.797]
14.889
[11.695]
43.965
[44.001]
19.752
[16.314]

4.346

[-8.644]
-0.256
[-277]
-1.925

[-1.025]
-15.59

[-6.477]
-13.007

[-4.041]

0.289

[-1.402]
2.161
[0.811]

1.469

[-1.788]

-0.813

[.002]
0.003
[0.002]
0.099
[0.055]
0.041
[0.155]
0.234
[0.077]
0.849
[0.597]
0.435
[0.956]
0.589
[0.558]

0.298

[-12.973]
-0.401
[-.377]
-3.951

[-2.005]
-25.704

[-15.099]
-3.689
[-3.91]

1.571
[0.022]
1.995
[1.708]
-4.899
[-5.19]

-0.655

[0.000]
0.000
[0.000]
0.001
[0.000]
0.002
[0.000]
0.700
[0.169]
0.276
[0.756]
0.352
[0.409]
0.032
[0.003]
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[1.285] [2.318] [1.172] [1.706]  [2.074] [1.588] [-421] [0.112] [-416] [0.150]
Tech_Firm 0.118 0.167 0.115 0.209 0.112 0.235 -0.09 0.027 -0.120 0.007
[0.000] [0.000] [0.000] [0.000]  [0.000] [0.000] [0.000] [0.027] [0.000] [0.007]
Firm_Age 14.518 15.833 14.442 13.865 11.978 14.382 0.653 0.422 0.060 0.946
[15] [17] [15] [13] [11] [13] 2] [0.020] 2] [0.126]
VC_Ownership_tot 7.949 5.543 8.088 7.259 10.664 6.325 0.69 0.539 1.762 0.133
[0.000] [0.000] [0.000] [0.000]  [8.695] [0.000] [0.000] [0.864] [0.000] [0.168]
VC Dummy 0.455 0.333 0.462 0.467 0.701 0.403 -0.013 0.808 0.059 0.271
[0] [0] [0] [0] (1] [0] [0] [0.808] [0] [0.270]
mean_KOSDAQ 252 0.043 -0.01 0.046 0.03 0.047 0.026 0.013 0.210 0.020 0.045
[0.026] [-.016] [0.029] [0.017]  [0.046] [0.012] [0.009] [0.295] [0.017] [0.102]
sd_ KOSDAQ 252 1.298 1.31 1.297 1.303 1.44 1.266 -0.005 0.898 0.031 0471
[1.232] [1.189] [1.232] [1.215]  [1.423] [1.148] [0.017] [0.956] [0.084] [0.264]
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Panel B. Correlation between Pre-listing firm characteristics

Gross

Sales

Total_Assets InTA EBIT Sales  Growth Cash_TA Leverage OCF_TA Intan_TA Tech _Firm Firm_Age VC_Ownership  VC_Dummy
Total_Assets 1.000
InTA 0.621 1.000
EBIT 0.715 0.582 1.000
Gross Sales 0.667 0.672 0.724 1.000
Sales Growth 0.025 -0.081  0.065  -0.019 1.000
Cash_TA -0.149 -0.347  -0.083  -0.192 0.124 1.000
Leverage 0.042 0.015 -0.141  0.065 0.092 -0.088 1.000
OCF_TA 0.012 0.169  0.372 0.113 0.043 0.085 -0.319 1.000
Intan_TA 0.030 -0.088  -0.005  -0.050 0.107 -0.028 0.079 -0.010 1.000
Tech_Firm -0.012 0.051  0.031 0.049 -0.034 0.046 -0.040 0.113 -0.053 1.000
Firm_Age 0.145 0.249  0.007 0.089 -0.239 -0.181 -0.058 -0.022 -0.128 -0.072 1.000
VC_Ownership -0.098 -0.146  -0.113  -0.151 0.113 0.014 0.113 -0.060 -0.023 0.102 -0.132 1.000
VC_Dummy -0.132 -0.214  -0.157  -0.192 0.107 0.025 0.082 -0.141 -0.008 0.100 -0.127 0.728 1.000
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[Table 2.5] Determinants of SPAC mergers and traditional IPOs

The table reports the results of logit regressions. The dependent variable is 1 for SPAC merger firms
and 0 for traditional IPO firms. Columns (1)-(3) include all companies that became public between
2010 and 2021. Technology listings are excluded in Columns (4)-(6). The numbers in parentheses are
firm-clustered standard errors. All continuous variables are winsorized at the 1st and 99th percentile. *,
** and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively. All variables
are defined in Table 2.Al. Data are obtained from the DataGuide.

@ @ (©) 4 ©) (6)
VARIABLES Including Tech Listings Excluding Tech Listings
InTA -0.027*** -0.034***
(0.006) (0.005)
Sales -0.003*** -0.004***
(0.001) (0.001)
EBIT -0.002** -0.003***
(0.001) (0.001)
Sales Growth -0.000 -0.000 -0.000 0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Cash_TA -0.001* -0.000 -0.000 -0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Leverage -0.000 -0.000 -0.000 0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
OCF_TA 0.000 0.000 0.001 -0.000 -0.000 -0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Intan_TA -0.001 -0.001 -0.001 -0.001 -0.001 -0.001
(0.001) (0.001) (0.001) (0.001) (0.000) (0.001)
Tech_Ind -0.063***  -0.064***  -0.064***  -0.053***  -0.059***  -0.058***
(0.011) (0.010) (0.013) (0.006) (0.007) (0.007)
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Firm_Age 0.001 0.000 0.000 0.000 -0.000 -0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
VC_Ownership 0.000 0.000 0.000 0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
mean_KOSDAQ_252 -0.012 -0.012 -0.008 0.008 0.006 0.020
(0.064) (0.063) (0.058) (0.056) (0.059) (0.057)
sd_KOSDAQ_252 -0.021 -0.017 -0.015 -0.012 -0.011 -0.007
(0.022) (0.021) (0.021) (0.019) (0.020) (0.021)
Constant -1.254*%**  -1.286***  -1.308***  -0555***  -0.574***  -0.595***
(0.197) (0.159) (0.189) (0.078) (0.000) (0.075)
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Obs. 692 692 692 563 563 563
Pseudo R-squared 0.153 0.141 0.139 0.209 0.186 0.186
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[Table 2.6] Univariate analysis of investment and financing around going public.

Table 2.6 presents the mean and median change in financing (FinCF_TA, Finln_TA, Equity Issue_TA, In(Equity Issue), Debt Issue_TA, In(Debt Issue)) and
investment activities (InvCF_TA, InvOut_TA, Invin_TA) from T-1 year (or, T-2 year) to T+1 year(or, T+2 year) given T year is a listing year. AX in [-1, +1] is
computed as X +1— X1 . This table presents the changes in financing and investment patterns before and after going public for SPAC merger firms and traditional
IPO firms. Differences in the investment and financing changes between the two groups are also presented. See Table 2.A1 for variable definitions. Data are
obtained from the DataGuide.

Window SPAC Mergers (A) Traditional IPOs (B) Difference (A-B)
(T=listing Year) N Mean Median N Mean Median Mean P-value Median P-value
AFinCF_TA [T-1, T+1] 68 3.15 -0.04 412 0.62 0.71 2.52 0.55 -0.75 0.96
[T-1, T+2] 59 16.01 1.59 372 3.16 0.70 12.85 0.02 0.89 0.31
[T-2, T+2] 45 11.17 2.16 329 -2.07 -0.10 13.25 0.03 2.26 0.07
AFinin_TA [T-1, T+1] 68 -3.28 -0.35 412 -9.00 -1.39 5.72 0.34 1.04 0.39
[T-1, T+2] 59 14.08 1.79 372 -5.24 0.00 19.32 0.01 1.79 0.05
[T-2, T+2] 45 1.33 0.00 329 -12.65 -4.33 13.98 0.09 433 0.14
AEquity Issue_TA [T-1, T+1] 68 -5.40 0.00 397 -1.74 0.00 -3.66 0.23 0.00 0.00
[T-1, T+2] 59 3.95 0.00 357 0.16 0.00 3.79 0.47 0.00 0.00
[T-2, T+2] 43 -23.67 0.00 312 -0.20 0.00 -23.47 0.02 0.00 0.07
Aln(Equity Issue) [T-1, T+1] 73 -0.36 0.00 400 -3.79 0.00 3.43 0.00 0.00 0.00
[T-1, T+2] 63 2.17 0.00 360 -2.99 0.00 5.16 0.00 0.00 0.00
149 AP



[T-2, T+2] 57 1.01 0.00 354 -1.59 0.00 2.61 0.02 0.00 0.01
ADebt Issue_TA [T-1, T+1] 68 -2.23 0.00 412 -6.86 0.00 4.63 0.36 0.00 0.29
[T-1, T+2] 59 6.16 0.02 372 -5.18 0.00 11.34 0.05 0.02 0.09
[T-2, T+2] 45 -4.52 0.00 329 -11.89 -2.37 7.37 0.30 2.37 0.15
Aln(Debt Issue) [T-1, T+1] 73 0.41 0.06 415 0.28 0.00 0.14 0.90 0.06 0.72
[T-1, T+2] 63 1.99 0.45 375 0.74 0.18 1.24 0.28 0.27 0.31
[T-2, T+2] 59 -0.07 0.01 372 -0.54 0.00 0.47 0.65 0.01 0.82
AInvCF _TA [T-1, T+1] 68 4.21 3.64 412 -5.19 -1.93 9.40 0.03 5.56 0.07
[T-1, T+2] 59 3.97 -1.24 372 -7.33 -3.86 11.31 0.02 2.62 0.39
[T-2, T+2] 45 8.53 1.13 329 -8.54 -5.55 17.06 0.00 6.68 0.01
AlnvOut_TA [T-1, T+1] 68 20.12 13.74 412 6.64 6.06 13.49 0.05 7.68 0.06
[T-1, T+2] 59 28.50 7.89 372 1.56 1.07 26.95 0.00 6.83 0.02
[T-2, T+2] 45 3549 14.98 329 -0.49 0.10 35.98 0.00 14.87 0.00
Alnvin_TA [T-1, T+1] 68 15.86 4.60 412 12.32 3.55 3.54 0.46 1.05 0.42
[T-1, T+2] 59 24.84 13.28 372 8.89 2.64 15.95 0.00 10.64 0.02
[T-2, T+2] 45 24.79 14.01 329 8.46 2.37 16.33 0.02 11.64 0.05
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[Table 2.7] Comparison of financing activities between SPAC targets and traditional IPO firms
around going public

This table compares the financing activities of SPAC firms and traditional IPO firms before and after going
public. The table presents results from a panel regression of the form:

Yi,t =M + Vi + T; + ﬁlSPACl + ﬁZSPACl X Afteri‘t + B3Xi,t—1 + 5i,t

where Y;, is financing activities at the end of yeart, v; is the unobservable industry effect, 7; is the fixed
year effect, SPAC; is an indicator variable for whether firm i is a SPAC firm, After;, is an indicator
variable for whether year t is going public. X;,_; isaset of control variables for firm i measured at the
end of year t-1 (InTA, Firm_Age, Sales Growth, and Cash_TA). The sample consists of SPAC target and
traditional IPO firms and includes five-year observations from T-2 to T+2 for each firm. Panel A reports the
regression analysis results using FinCF_TA and FinIln_TA as dependent variables related to the entire
financing activities. Panel B presents the regression results performed by separating financing using equity
and financing using debt. The numbers in parentheses are firm-clustered standard errors. All continuous
variables are winsorized at the 1st and 99th percentile. *, **, and *** indicate statistical significance at the
10%, 5%, and 1% levels, respectively. Other variables are defined in Appendix Al. Data are obtained from
the DataGuide.
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Panel A. Multivariate analysis: Entire financing activities of SPAC targets and traditional IPO firms around

going public
@) 2 3) 4)
VARIABLES FinCF TA FinCF TA Finln TA Finln TA
SPAC -21.070%*** -27.659%** -18.668*** -24.360***
(2.435) (2.642) (3.517) (3.792)
SPAC*After 17.946*** 23.254%** 10.748** 16.626***
(3.676) (3.981) (4.163) (4.489)
InTA -0.300%** -0.145* -0.366** -0.215
(0.109) (0.084) (0.183) (0.164)
Firm_Age -10.177%%* -11.641%** -8.67T7*** S0.77T7**E
(1.367) (1.385) (1.932) (2.238)
Sales Growth 0.097*** 0.132%#*
(0.023) (0.026)
Cash_TA 0.130 -0.230%*
(0.091) (0.110)
Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Obs. 2568 1970 2568 1970
Adj R-squared 0.097 0.148 0.047 0.085
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Panel B. Multivariate analysis: Equity/debt financing of SPAC targets and traditional IPO firms around

going public
1) ) ®) (4)
VARIABLES Equity Issue/TA In(Equity Issue) Debt Issue/TA In(Debt Issue)
SPAC -30.083*** -6.468*** 0.348 0.593
(3.804) (0.398) (2.935) (0.633)
SPAC*After 15.614*** 2.879*** 4.644 0.160
(2.935) (0.637) (3.294) (0.793)
InNTA -11.801*** -1.701%** 0.645 1.168***
(2.394) (0.220) (1.717) (0.330)
Firm_Age 0.119*** 0.015%** 0.036*** 0.002
(0.045) (0.003) (0.013) (0.002)
Sales Growth 0.378** -0.040*** -0.429*** -0.131***
(0.175) (0.012) (0.063) (0.016)
Cash_TA -0.033 -0.004 -0.139 0.027
(0.108) (0.016) (0.129) (0.029)
Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Obs. 1,957 1,957 1,970 1,970
Adj R-squared 0.126 0.111 0.073 0.181
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[Table 2.8] Equity issuance following going public

This table presents details about seasoned equity offerings conducted by SPAC merger firms and traditional
IPO firms in the three years after becoming a public firm. The year each firm listed is defined as Year T.
Panel A shows the number of firms that have made that type of seasoned equity offering for each year.
Considering the high proportion of the private placement, Panel B presents which kind of investor
participated in the private placement. The types of investors were classified as follows: Largest Shareholders
mean the company's largest shareholder and its family. Insiders are firms within the same business group or
non-family executives. External companies that disclose that they have participated in the private placement
for strategic purposes such as technology alliances are classified as Alliance and external companies that do
not are classified as Outside companies. Individual investors outside the company are classified as
Independent investors, and external investment institutions such as mutual funds are classified as Investment
Institutions. When multiple investors participate in a single private placement, the type is classified based on
the subject assigned the most shares. Some firms have made private placements several times a year, so the
total number of private placements in Panel B is larger than that of Panel A. All data were manually collected

from the securities issuance report submitted to the Financial Supervisory Service.

Panel A. Types of Equity Issuance

SPAC mergers Traditional IPOs
Issuance Type T+1 T+2 T+3 T+1 T+2 T+3 Total
Public Offerings 0 0 0 3 2 1 6
Rights Offerings 0 6 3 6 8 12 35
Private Placements 8 8 10 23 40 40 129
Total 8 14 13 32 50 53 170
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Panel B. Investor Types for Private Placements

Issuance Type SPAC mergers Traditional IPOs Total
Individual investors 1 14 15
Insiders 3 11 14
Unknown 0 1 1
Outside companies 5 20 25
Largest shareholders 6 10 16
Investment Institutions 5 40 45
Alliance 7 12 19
Total 27 108 135
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[Table 2.9] Comparison of investing activities between SPAC targets and traditional IPO firms
around going public

This table compares the investing activities of SPAC firms and traditional IPO firms before and after going
public. The table presents results from a panel regression of the form;

Yl‘,t = MU + Vi + T; + ﬁ]_SPACL + ﬁZSPACl X Afteri‘t + B3Xi,t—1 + gi,t

where Y;, is investing activities at the end of year t, v; is the unobservable industry effect, 7; is the fixed
year effect, SPAC; is an indicator variable for whether firm i is a SPAC firm, After;, is an indicator
variable for whether year t is going public. X;,_, isa set of control variables for firm i measured at the
end of year t-1 (InTA, Firm_Age, Sales Growth, and Cash_TA). The sample consists of SPAC target and
traditional IPO firms and includes five-year observations from T-2 to T+2 for each firm. The numbers in
parentheses are firm-clustered standard errors. All continuous variables are winsorized at the 1st and 99th
percentile. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively. Other

variables are defined in Appendix Al. Data are obtained from the DataGuide

(1 @ ©) “) ®) (6)

VARIABLES InvCF TA InvCF TA InvOut TA InvOut TA Invin_TA Invin_TA
SPAC -19.2771%** -22.690%** -19.434%%x* -16.266%** 5.418* 8.102%**
(1.861) (2.211) (6.083) (5.372) (2.814) (3.599)
SPAC*After 17.763%** 21.946%** 33.080%** 29.579%** 8.772%* 2.969
(3.230) (3.556) (7.205) (6.593) (4.334) (4.428)

InTA -7.704%** S7.216%** -13.386%+** -10.674%** -0.507 -2.585%*
(0.974) (0.975) (4.524) (2.284) (1.143) (1.467)

Firm_Age -0.305%** -0.160** -0.584%** -0.520%* -0.175 -0.277**
(0.093) (0.077) (0.195) (0.207) (0.111) (0.127)

Sales Growth 0.077*** 0.097** -0.021*
(0.014) (0.038) (0.013)
Cash_T4 0.394%** 0.387** -0.095
(0.067) (0.159) (0.085)
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Industry FE Yes Yes Yes Yes Yes Yes

Year FE Yes Yes Yes Yes Yes Yes

Obs. 2,568 1,970 2,568 1,970 2,568 1,970

Adj R-squared 0.099 0.159 0.067 0.109 0.056 0.065
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[Table 2.10] The effect of sales growth on the relation between the SPAC merger and investment

This table presents the effect of sales growth on the relation between the SPAC merger and investment using
triple difference estimation. As in Tables 2.7 and 2.9, the sample consists of SPAC firms and traditional
IPO firms. The sample includes five-year observations from T-2 to T+2 for each firm. SPAC is an indicator
variable for whether a firm is a SPAC firm, After is an indicator variable with a value of 1 after going
public and 0 otherwise. High Sales Growth is an indicator variable with a value of 1 if the average sales
growth rate for the two years before the listing is greater than the median value in the sample and 0 otherwise.
The numbers in parentheses are firm-clustered standard errors. All continuous variables are winsorized at the
1st and 99th percentile. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels,
respectively. Other variables are defined in Appendix Al. Data are obtained from the DataGuide

0] @ ©)] 4 ®) (6)
VARIABLES InvCF TA InvCF TA InvOut TA  InvOut TA Invin _TA Invin_TA
SPAC -12.335%** -13.573%** -7.754 -2.371 5.799 9.073
(2.130) (2.609) (6.767) (8.404) (4.262) (5.604)
High Sales Growth 14.235%** 14.316*** 14.465%%* 9.987** -4.337* -5.371%
(1.779) (2.219) (4.726) (4.599) (2.530) (2.976)
SPAC*After 13.671%** 15.381*** 41.453%%% 34 9]3%** 15.971%* 9.719
(4.556) (4.869) (13.375) (11.988) (6.358) (6.429)
After* High Sales Growth -12.894%%* -14.921%** -0.648 -1.310 14.514%*%  14.060***
(2.034) (2.304) (4.021) (4.158) (2.411) (2.616)
SPAC* High Sales Growth -16.205%** -22.725%%* -22.164%%  -27.580%** 2.817 2.682
(3.437) (4.098) (9.884) (10.205) (5.512) (6.882)
SPAC*After*High Sales Growth 17.048%** 23.867*** -13.093 -5.072 -23.767*** - -22.036%*
(6.554) (7.182) (16.442) (14.981) (9.078) (9.072)
InTA -5.885%** -5.532%** -12.868***  -10.442%** -2.230% -4.188%**
(0.927) (0.985) (4.369) (2.439) (1.225) (1.562)
Firm_Age -0.172% -0.096 -0.403* -0.435%* -0.163 -0.246*
(0.089) (0.079) 0.211) (0.221) 0.117) (0.134)
Sales Growth 0.051%** 0.088** -0.004
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(0.015) (0.042) (0.014)
Cash_TA 0.418%** 0.388** -0.124

(0.067) (0.158) (0.084)
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Obs. 2,568 1,970 2,568 1,970 2,568 1,970
Adj R-squared 0.129 0.187 0.075 0.116 0.071 0.078
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[Table 2.11] Placebo test using matched private firms

This table reports the results of a placebo test using matched unlisted firms with similar characteristics to
SPAC merger firms. Panel A reports the pre-listing firm characteristics for SPAC and matched unlisted
firms and the difference in mean and median between the two groups. In Panel A, all firm characteristics are
measured as of the fiscal year immediately before public listing. To construct panel A, each SPAC firm is
matched with the nearest unlisted firm by InTA. InSales, Firm_Age, Cash_TA, Sales Growth, and 3-digit
industry code among firms with the same year and 1-digit industry code. Using matched private firms
identified in Panel A instead of SPAC target firms, Panels B and C conduct similar analyses as in Tables 2.7
and 2.9. The sample consists of matched private and traditional IPO firms and includes five-year observations
from T-2 to T+2 for each firm. Panels B and C examine the differences in financing and investment
activities between the matched unlisted firms and traditional IPO firms around going public, respectively.
Variables related to financing are used as dependent variables in Panel B, and variables related to investment
are used as dependent variables in Panel C. SPAC_Matched is an indicator variable for whether a firm is a
matched unlisted firm. After is an indicator variable equals one after the SPAC targets’ going public and 0
otherwise. The numbers in parentheses are firm-clustered standard errors. All continuous variables are
winsorized at the 1st and 99th percentile. *, **, and *** indicate statistical significance at the 10%, 5%, and

1% levels, respectively. Other variables are defined in Appendix Al. Data are obtained from the DataGuide

Panel A. Comparison of characteristics between SPAC merger firms and matched private firms

Matching Criteria: InTA, [nSales, Firm_Age, Cash_TA, 3-digit Industry Code

SPAC Firms Matched Unlisted Firms Difference (SPAC-Matched)
Mean Median Mean Median Mean  p-value  Median  p-value
InTA 1.063 1.008 1.178 0.949 -0.115 0.300 0.059 0.756
[nSales 1.182  1.092 1.247 1.072 -0.065 0.554 0.020 0.875
Firm_Age 14532 15.000 14.898 15.000 -0.366 0.668 0.000 0.995
Cash_TA 16.954  11.170 15.799 9.815 1.155 0.588 1.355 0.413
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Panel B. Placebo tests: Financing activities of matched private firms and traditional IPO firms

around going public

(M @ ©) 4)
VARIABLES FinCF TA FinCF T4 Finln TA Finln TA
SPAC _Matched -10.769%*** - 151k -8.813** -6.037
(2.074) (2.802) (3.556) (4.223)
SPAC_Matched *After -0.261 -3.253 -0.788 -3.747
(2.324) (3.263) (3.343) (3.819)
InTA 3.909%** 3.248%%* 6.423%%* 6.273%%*
(1.093) (1.048) (1.668) (1.884)
Firm_Age -0.527%** -0.32] %% -0.654%** -0.485%**
(0.093) (0.078) (0.157) (0.143)
Sales Growth 0.107%** 0.153%%**
(0.023) (0.026)
Cash_TA 0.055 -0.145%*
(0.046) (0.057)
Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Obs. 2,589 1,994 2,589 1,994
Adj R-squared 0.077 0.119 0.062 0.098
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Panel C. Placebo tests: Investing activities of matched private firms and traditional [PO firms
around going public

M @ ©) “ ®) (©)
VARIABLES InvCF TA InvCF TA InvOut_TA InvOut TA Invin_TA Invin_TA
SPAC_Matched -9.340%** -5.468* -14.219%** -10.585%* -4.608* -5.768*
(1.855) (2.807) (3.439) (4.903) (2.606) (3.476)
SPAC_Matched*After 0.590 -2.295 -1.232 -5.733 -1.872 -3.063
(2.138) (3.152) (3.726) (4.982) (2.603) (3.190)
InTA 2.042%* 2.033%* 2.937* 2.564 0.205 -0.287
(0.877) (0.871) (1.680) (1.800) (1.098) (1.277)
Firm_Age -0.465%** -0.247%** -0.669%** -0.501*** -0.133 -0.221%**
(0.076) (0.060) (0.140) (0.143) (0.098) 0.111)
Sales Growth 0.070%** 0.050%* -0.029%**
(0.015) (0.024) (0.011)
Cash_TA 0.211%** 0.232%** -0.010
(0.037) (0.065) (0.041)
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Obs. 2589 1994 2589 1994 2589 1994
Adj R-squared 0.074 0.137 0.088 0.112 0.050 0.057
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[Table 2.12] Comparison of the effects of listing on financing and investment between SPAC firms
and traditional IPOs using a matching-based approach

This table tests whether there is a difference in the effects of listing on financing and investment between
SPAC firms and traditional IPO firms. Like Table 11, Panel A identifies the nearest private matching firm of
the traditional IPO firm and reports the results. Matching is processed based on the following characteristics
among firm-year observations with the same year and 1-digit industry code: InTA. InSales, Firm_Age,
Cash_TA, Sales Growth, and 3-digit industry code. d_FinCF_TA is the difference in FinCF_TA between a
SPAC firm (or a transactional IPO firm) and its matched firm. Similarly, d_FinIin_TA, d_InvCF_TA,
d_InvOut TA, and d_Invin_TA refer to differences in Finin_TA, InvCF_TA, InvOut _TA, and Invin_TA
between two firms constituting a pair. SPAC is an indicator variable for whether a firm is a SPAC firm,
After is an indicator variable with a value of 1 after going public and O otherwise. Panel B reports the
regression analysis results in which d_FinCF_TA and d_FinIn_TA are used as dependent variables. SPAC,
After, the interaction term of SPAC and After, and characteristics of SPAC firm (or traditional IPO firm) are
used as independent variables in Panel B. Using investment-related d_InvCF_TA, d_InvOut_TA, and
d_Invin_TA as dependent variables, Panel C compares the effects of listing on investment between SPAC
firms and traditional IPOs. The numbers in parentheses are firm-clustered standard errors. All continuous
variables are winsorized at the 1st and 99th percentile. *, **, and *** indicate statistical significance at the
10%, 5%, and 1% levels, respectively. Other variables are defined in Appendix Al. Data are obtained from
the DataGuide

Panel A. Comparison of pre-listing firm characteristics between traditional IPO firms and their
matched Firms

Matching Criteria: InTA, InSales, Firm_Age, Cash_TA, 3-digit Industry Code

Traditional IPO Firms | Matched Unlisted Firms Difference (IPO-Matched)
Mean Median Mean Median Mean p-value  Median  p-value
LnTA 1.353 1.307 1.345 1.308 0.008 0.882 -0.001 0.840
LnSales 1.114 1.347 1.150 1.335 -0.036 0.663 0.012 0.963
FirmAge 13.881 13.000 13.964 13.000 -0.083 0.854 0.000 0.608
Cash_TA 17.743 13.540 17.450 13.210 0.293 0.749 0.330 0.508
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Panel B. Comparison of the effects of listing on financing between SPAC firms and traditional

IPOs

(N @ ©) “4)
VARIABLES d FinCF TA d _FinCF TA d_Finln TA d_Finln_TA
SPAC -19.132%** =22 .547** -18.566%** -20.527%**
(2.622) (2.857) (4.415) (4.744)
SPAC*After 17.470%** 19.545%** 11.534%%* 13.078%**
(3.971) (4.241) (4.762) (4.849)
InTA -10.224%** -11.361%** -0.472%%* -0.083%**
(1.279) (1.566) (2.004) (2.405)
Firm_Age -0.065 0.032 -0.196 -0.107
(0.099) (0.093) (0.188) (0.195)
Sales Growth 0.081*** 0.113***
(0.025) (0.028)
Cash_TA 0.064 -0.089
(0.087) (0.117)
Industry FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Obs. 2,771 2,235 2,771 2,235
Adj R-squared 0.061 0.086 0.033 0.052
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Panel C. Comparison of the effects of listing on investment between SPAC firms and traditional

IPOs
6] 2 (©)) “ (&) (6)
VARIABLES d InvCF TA  d InvCF TA  d InvOut TA  d InvOut TA d Invin TA  d Invin TA
SPAC -17.079%** -18.952%** -16.194%** -15.557%** 3.140 5.267
(2.110) (2.375) (4.604) (5.600) 3.417) (4.075)
SPAC*After 17.094%*%* 19.080%** 32.361%** 29.547%** 10.039%* 5.042
(3.454) (3.807) (6.884) (6.582) (4.184) (4.225)
InTA -7.101%%* -6.820%** -11.447%** -12.845%** -3.125%* -5.372%*x*
(1.002) (1.031) (2.214) (2.456) (1.499) (1.787)
Firm_Age -0.038 0.085 -0.323 -0.199 -0.167 -0.219
(0.081) (0.081) (0.215) (0.237) (0.160) 0.171)
Sales Growth 0.062*** 0.079** -0.022%*
(0.015) (0.039) (0.012)
Cash_TA 0.263%** 0.307* -0.057
(0.068) (0.165) (0.102)
Industry FE Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes
Obs. 2,771 2,235 2,771 2,235 2,771 2,235
Adj R-squared 0.054 0.079 0.049 0.065 0.030 0.037
165 x:x_'i _'\,,:_":I ] 1-.-i i



Appendix to Chapter 2

[Table 2.A1] Variable list

This table presents the definitions of variables used in this paper.

Variable

Definition

Firm Characteristics

SPAC

Dummy variable equals 1 for SPAC merger firms and 0 for traditional IPO firms.

Total Assets

Total Assets (KRW in billions)

InTA

Natural logarithm of total assets.

EBIT

Earnings before interest and taxes (KRW in billions)

Gross Sales

Sales Revenue (KRW in billions)

InSales

Natural logarithm of sales revenue.

Sales Growth

Percentage increase in sales revenue compared to the prior year

Cash_TA Sum of the cash, cash equivalents, and marketable securities divided by total
assets (%)

Leverage Total liabilities divided by total assets (%)

OCF T4 Cash flows from operating activities divided by lagged total assets (%)

Intan_TA Intangible Assets divided by total assets (%)

Tech_Firm Dummy variable equals 1 if a firm operates in high-tech industries and 0
otherwise. Companies with the following 3-digit industry codes belong to the
high-tech industries: 261, 262, 263, 264, 272, 612, 620, 631, and 639.

Firm_Age The difference between the current year and the founding year

VC _Dummy Dummy variable that equals 1 for VC-backed firms and 0 otherwise.

VC Ownership_tot

Common stock ownership held by VCs

Financing and Investment
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FinCF_TA

Net cash flows from financing activities divided by total assets (%)

Finln_TA

Cash inflows from financing activities divided by total assets (%)

Equity Issue TA

Cash inflows from issuing equity divided by total assets. (%)

In(Equity Issue)

Natural logarithm of cash inflows from issuing equity

Debt Issue TA

Cash inflows from issuing debt divided by total assets. (%)

In(Debt Issue) Natural logarithm of cash inflows from issuing debt

InvCF TA Net cash flows from investing activities divided by total assets (%)
InvOut TA Cash outflows from investing activities divided by total assets (%)
Invin_TA Cash inflows from investing activities divided by total assets. (%)
Other Variables

mean KOSDAQ 252

Average daily return on KOSDAQ for the past 252 business days

sd_KOSDAQ 252

Standard deviation of KOSPI daily return in the last 252 business days
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[Table 2.A2] Requirements for listing through SPAC mergers and listing through traditional IPO

in KOSDAQ

This table presents private companies' requirements to be listed on the KOSDAQ market. There are different

requirements for listing through a merger with SPAC and a traditional IPO. In addition, loose requirements

apply to companies assessed as having superior technology.

SPAC Mergers

Traditional IPO

Exceptions for
Technology

Assessment

(1) At least KRW 2 billion in
pre-tax income from continuing
operations

Requirements for

Listing (Based on
profitability and | (2) Positive pre-tax income
from continuing operations and
sales)

at least KRW 10 billion in sales
(KRW 5 billion for venture
companies)

(1) At least KRW 2 billion in pre-tax
income from continuing operations
(KRW 1 billion for venture
companies) and at least KRW 9

billion in base market capitalization

(2) At least KRW 2 billion in pre-tax
income from continuing operations
(KRW 1 billion for venture
companies) and at least KRW 3
billion in equity capital (KRW 1.5

billion for venture companies)

(3) Positive pre-tax income from
continuing operations and at least
KRW 20 billion in base
capitalization and at least KRW 10
billion in sales (KRW 5 billion for

venture companies)

(4) At least KRW 5 billion in pre-tax

income from continuing operations

(1) At least KRW 1

billion in equity capital

(2) At least KRW 9
billion in base market

capitalization
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[Table 2.A3] SPAC List

This table provides information on 110 SPACs that completed mergers with unlisted companies from 2010 to 2021. Table A3 contains the following information:
the name of the SPAC, the name of the target firm, the establishment and listing date of the SPAC, and the completion date of the merger. In addition, the offer
price of one SPAC stock at the time of listing and the total amount raised by SPAC through IPO are presented together. Data were manually collected from the
securities issuance report submitted to the Financial Supervisory Service.

Numb Establishment SPAC’ Merger Offer Pr-lc;gilds

lcJer SPAC Name Target Firm’s Name Date of SPAC | Listing DZte Completion Price (in KRW

Date billions)
1 Hyundai DreamTogether SPAC SAMKEE 2009-12-24 2010-03-19 2012-04-12 6,000 20.0
2 Shinhan 1st SPAC Seojin Automotive 2010-01-19 2010-05-25 | 2012-04-19 5,000 375
3 Kyobo-KTB SPAC KOREA FUEL-TECH 2010-02-24 2010-08-27 2012-03-02 4,000 25.0
4 Hana Green SPAC SundayToz 2010-02-25 2010-11-10 | 2013-11-05 4,000 20.0
5 Shinyoung HappyTomorrow NO.1 SPAC Alton Sports 2010-03-25 2010-07-02 2011-08-26 1,000 19.7
6 Kiwoom No.1 SPAC HANIL VACUUM 2010-03-23 2010-10-05 | 2013-09-04 2,000 20.0
7 HMC-1 SPAC HWASHIN PRECISION 2010-04-28 2010-08-31 2011-08-17 2,000 23.6
8 E-Trade SPAC 1 HyVISION SYSTEM 2010-04-08 2010-09-10 | 2012-02-13 2,000 19.0
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9 Hi SPAC DHP KOREA 2010-07-27 2010-12-03 | 2013-11-29 4,000 27.0
10 KB Global Star Game & Apps SPAC Rsupport 2010-07-22 2011-01-05 2014-01-07 2,500 20.0
11 Woori SPAC 2 CUBE ENTERTAINMENT 2013-07-25 2013-11-21 2015-04-09 2,000 13.0
12 Kiwoom NO.2 SPAC SGA Solutions 2013-09-05 2013-12-20 | 2015-06-16 2,000 13.0
13 Eugene SPAC 1 NANO 2013-10-18 2014-05-08 | 2015-04-30 2,000 10.0
14 KB No.2 SPAC KSIGN 2013-12-26 2014-04-28 | 2014-11-11 2,000 14.8
15 Hana Must SPAC WOOSUNG 1.B. 2014-02-19 2014-06-10 | 2015-03-25 2,000 5.0
16 Woori SPAC 3 KOREA CEMENT 2014-04-28 2014-08-13 | 2017-05-15 2,000 13.0
17 MiraeAsset No.2 SPAC Kolmar BNH 2014-04-22 2014-07-23 | 2015-02-03 2,000 13.0
18 Shinhan 2nd SPAC Dream Security 2014-06-25 2014-10-13 2017-01-20 2,000 10.0
19 KB No.3 SPAC PROSTEMICS 2014-06-25 2014-09-30 2015-10-05 2,000 20.0
20 Hyundai Dream Together 2nd SPAC STUDIO SANTA CLAUS 2014-08-12 2014-12-29 2015-09-15 2,000 13.0
ENTERTAINMENT
21 IBKS No.2 SPAC GL Pharm Tech 2014-07-29 2014-11-20 2016-10-05 2,000 8.0
22 Kyobo With SPAC EXEM 2014-08-21 2014-11-07 2015-06-26 2,000 7.8
23 Hi SPAC I HUMASIS 2014-08-29 2014-12-01 2017-10-17 2,000 10.0
24 KB No.4 SPAC Action Square 2014-08-27 2014-11-12 2015-10-05 2,000 20.0
25 Korea No.2 SPAC Benoholdings 2014-09-19 2014-12-10 2015-12-30 2,000 10.0
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26 NH SPAC 2nd Boditech Med 2014-09-30 2014-12-29 | 2015-09-11 2,000 8.5
27 Dongbu 2nd SPAC Mr. Blue 2014-10-10 2014-12-12 | 2015-11-23 2,000 10.0
28 LIG SPAC 2nd JUNGDAWN 2014-10-20 2014-12-17 | 2016-06-29 2,000 5.0
29 KB No.5 SPAC Jiransecurity 2014-09-30 2014-12-24 | 2016-09-09 2,000 9.1
30 Hana Must 2nd SPAC SELVAS Healthcare 2014-10-02 2014-12-17 | 2016-09-13 2,000 10.0
31 KB No.6 SPAC Thumbage 2014-10-23 2014-12-29 | 2016-05-13 2,000 30.0
32 Kyoho 3 SPAC BIOLOG DEVICE 2014-10-23 2014-12-24 | 2015-12-08 2,000 10.0
33 KTB SPAC 2 CLASSYS 2015-01-15 2015-04-03 | 2017-12-28 2,000 10.0
34 KB No.7 SPAC FSN 2015-01-19 2015-03-25 | 2016-10-05 2,000 8.0
35 Hanwha Ace SPAC 1st DRTECH 2015-02-03 2015-04-20 2016-12-05 2,000 8.2
36 Eugene ACPC SPAC 2 Hucentech 2015-02-12 2015-04-28 2018-03-23 2,000 10.0
37 Hana Must 4th SPAC RoboRobo 2015-02-09 2015-04-22 2017-12-19 2,000 55
38 Hanwha MGI SPAC WOOJUNG BIO 2015-02-25 2015-05-18 2017-04-28 2,000 10.0
39 Daewoo SBI SPAC 1 TOEBOX KOREA 2015-02-24 2015-05-13 2017-04-28 2,000 55
40 NH SPAC 5th INNO INSTRUMENT 2015-03-06 2015-05-08 2017-05-08 2,000 13.0
41 Daishin Balance 1st SPAC Neptune Company 2015-03-19 2015-06-18 2016-12-14 2,000 10.0
42 Hi SPAC Il RUSSELL 2015-03-26 2015-06-16 2018-05-18 2,000 8.5
43 Ebest SPAC 2 CHEMON 2015-03-26 2015-06-26 2017-03-27 2,000 13.0
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44 Hanwha ACPC SPAC Didim 2015-03-30 2015-06-10 | 2017-08-31 2,000 135
45 Hana Must 5th SPAC MILAE BIORESOURCES 2015-04-06 2015-06-18 2017-12-28 2,000 7.0
46 NH SPAC 8th RFHIC 2015-04-14 2015-06-30 | 2017-09-01 2,000 13.0
47 SK No.2 SPAC DYD DAEYANG 2015-04-22 2015-07-23 | 2017-02-08 2,000 12.5
48 LIG-ES SPAC Chemtros 2015-05-14 2015-07-27 | 2017-10-11 2,000 5.0
49 KTB SPAC 4 MOM'S TOUCH 2015-05-19 2015-08-28 | 2016-10-06 2,000 12.5
50 Korea No.3 SPAC Creative & Innovative System 2015-05-22 2015-09-02 2017-01-20 2,000 13.0
51 MiraeAsset No.4 SPAC CENOTEC 2015-05-27 2015-08-06 | 2016-07-25 2,000 6.1
52 Kyoho 4 SPAC Midas Al 2015-06-08 2015-08-13 | 2016-04-12 2,000 6.0
53 IBKS No.3 SPAC KMPHARMACEUTICAL 2015-07-10 2015-10-08 2018-09-28 2,000 8.0
54 NH SPAC 9th NAT GAMES 2015-07-14 2015-09-25 2017-06-12 2,000 155
55 Shinyoung HappyTomorrow No.2 SPAC Fashion Platform 2015-07-15 2015-10-05 2018-02-13 2,000 10.0
56 HMCIB No.3 SPAC Bonne 2015-07-28 2015-11-05 2018-10-29 2,000 12.0
57 Hyundai Dream Together 4th SPAC KH E&T 2015-07-28 2015-10-22 2017-12-18 2,000 10.0
58 Dongbu 3rd SPAC HANSONGNEOTECH 2015-07-30 2015-10-06 2018-06-05 2,000 8.3
59 Goldenbridge No.4 SPAC N2TECH 2015-09-04 2015-11-18 2018-11-08 2,000 125
60 HANA FINANCIAL 7th SPAC HFR 2015-10-07 2015-12-16 2018-11-15 2,000 12.9
61 IBKS No.4 SPAC AlIT ONE 2015-10-22 2016-03-02 2016-12-05 2,000 35
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62 Daishin Balance 2nd SPAC YIK 2015-10-22 2015-12-24 | 2017-04-05 2,000 20.0
63 MIRAE ASSET No.5 SPAC ZUMinternet 2016-02-12 2016-06-09 | 2019-06-10 2,000 9.0
64 Kyobo BNK SPAC NAMU TECH 2016-03-30 2016-09-08 | 2018-12-11 2,000 12.0
65 Hana Financial 8th SPAC Mobiis 2016-07-01 2016-09-08 | 2017-03-21 2,000 12.0
66 KB No.10 SPAC YeSUN Tech 2016-07-15 2016-09-29 | 2019-09-11 2,000 10.0
67 IBKSGMB SPAC SEWHA P&C 2016-08-18 2016-11-02 | 2017-09-19 2,000 10.0
68 Daishin Balance 3rd SPAC Neosem 2016-09-05 2018-04-04 2019-01-31 2,000 10.0
69 IBKS No.5 SPAC XAVIS 2016-09-20 2016-12-02 | 2019-11-15 2,000 8.0
70 NH SPAC 10th POINT ENGINEERING 2016-10-13 2017-05-02 2019-07-16 2,000 13.0
71 NH SPAC 11th BNC Korea 2016-10-14 2016-12-28 2019-12-03 2,000 13.0
72 KB No.11 SPAC SOFTCAMP 2016-11-01 2017-04-27 2019-12-30 2,000 6.0
73 Hana Financial 9th SPAC DENTIS 2016-12-01 2017-06-26 2020-07-03 2,000 8.0
74 Shinyoung HappyTomorrow No.3 SPAC UST 2017-01-23 2017-04-06 2018-03-23 2,000 5.0
75 IBKS No.6 SPAC Elensys 2017-02-10 2017-06-01 2019-12-20 2,000 8.0
76 Kyobo 7 SPAC Naintech. 2017-03-22 2017-06-22 2020-04-22 2,000 7.6
7 Hana Financial 10th SPAC G Enone Energy 2017-04-20 2017-08-22 2020-02-04 2,000 8.0
78 NH SPAC 12th Wise birds 2017-06-01 2017-08-07 2020-08-05 2,000 13.0
79 IBKS No.8 SPAC INSAN 2017-07-26 2017-09-29 2018-09-11 2,000 4.0
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80 Dongbu 5th SPAC Lake Materials 2017-09-22 | 2017-12-12 | 2020-03-23 | 2,000 8.0
81 Hana Financial 11th SPAC KAINOS MEDICINE 2017-11-03 | 2018-06-08 | 2020-06-08 | 2,000 9.0
82 Yuanta 3 SPAC Jeisys Medical 2017-12-01 | 2018-05-08 | 2021-03-31 | 2,000 7.0
83 Samsung SPAC 2 NP 2018-02-06 | 2018-09-13 | 2021-08-20 | 2,000 13.0
84 IBKS N0.9 SPAC ALOYS 2018-04-26 | 2018-07-20 | 2019-10-01 | 2,000 5.0
85 IBKS N0.10 SPAC WSl 2018-05-11 | 2018-09-21 | 2020-12-01 | 2,000 8.0
86 Daishin Balance 5th SPAC Zinitix 2018-06-26 | 2018-08-30 | 2019-07-26 | 2,000 7.0
87 DB Finance No.6 SPAC Neontech 2018-08-24 | 2018-10-31 | 2020-02-11 | 2,000 8.0
88 | Shinyoung HappyTomorrow No.4 SPAC IL SCIENCE 2018-08-31 | 2018-12-21 | 2019-12-27 | 2,000 8.5
89 Kyobo 8 SPAC Wonbiogen 2018-09-03 | 2018-12-05 | 2021-02-09 | 2,000 6.2
90 Daishin Balance 6th SPAC KUKJEON PHARMACEUTICAL | 2018-09-11 | 2018-12-19 | 2020-12-30 | 2,000 9.0
91 Goldenbridge lan No.5 SPAC B2En 2018-09-12 | 2018-12-12 | 2021-11-18 | 2,000 8.5
92 SAMSUNG MUST SPAC 3 OHEIM INT 2018-10-11 | 2018-12-20 | 2020-12-24 | 2,000 75
93 MiraeAsset Daewoo SPAC 2 ANIPLUS 2018-10-15 | 2018-12-21 | 2020-02-07 | 2,000 55
94 Korea No.8 SPAC DYC 2018-10-22 | 2018-12-20 | 2021-12-14 | 2,000 6.0
95 Hi SPAC IV TS Trillion 2019-01-11 | 2019-04-29 | 2020-12-30 | 2,000 8.0
96 NH SPAC 14th HUYNDAI MOVEX 2019-02-18 | 2019-05-08 | 2021-03-12 | 2,000 16.0
97 Hana Financial 13th SPAC WINTEC 2019-03-05 | 2019-09-18 | 2020-08-06 | 2,000 6.0
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98 Eugene SPAC 4 PRO2000 2019-03-13 2019-05-31 | 2021-10-27 2,000 6.5
99 DB Finance No.7 SPAC COPUS KOREA 2019-04-01 2019-05-31 | 2020-12-28 2,000 8.0
100 Shinhan 5th SPAC MFM KOREA 2019-04-04 2019-06-19 | 2020-12-30 2,000 8.0
101 Eugene SPAC 5 FOCUS HNS 2019-07-10 2019-10-02 | 2021-10-27 2,000 7.0
102 MiraeAsset Daewoo SPAC 4 IL SEUNG 2019-08-07 2019-11-06 | 2021-05-17 2,000 8.1
103 IBKS No.11 SPAC VIOL 2019-09-02 2019-12-03 | 2020-11-26 2,000 9.0
104 NH SPAC 15th IBKIMYOUNG 2019-10-11 2019-12-24 | 2020-10-13 2,000 12.0
105 Yuanta 6 SPAC DAVOLINK 2019-10-17 2019-12-19 | 2021-08-13 2,000 13.0
106 Hanwha Plus No.1 SPAC SERIM B&G 2019-10-17 2019-12-27 | 2021-12-09 2,000 8.0
107 IBKS No.14 SPAC Solution Advanced Technology 2020-03-06 2020-06-22 | 2021-12-09 2,000 8.0
108 NH SPAC 16th Hurum 2020-03-31 2020-06-17 | 2021-07-27 2,000 7.5
109 NH SPAC 17th C&R Research 2020-06-18 2020-09-23 | 2021-12-17 2,000 12.0
110 Daishin Balance 7th SPAC BLITZWAY 2020-10-20 2020-12-23 | 2021-12-23 2,000 7.0
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1) 2 3 4) ) (6) ("N 8)
VARIABLES N mean sd p10 p25 p50 p75 p90
Main Explanatory Variables
LTOS 34,895  4.044 0.287 3.554 3990 4156  4.213 4.250
UAH 33830  51.848  14.888 37563  39.076 45750 63.857  73.996
PD H 33,830 40215  9.058 33199 35694 37.563 40.888  50.828
LTO H 33830 47536  12.586 33124 39456 44324 55761  66.808
Dependent Variables
CAPX_AT (%) 34,895 6.588 6.927 1.235 2306 4.358  8.104 14.230
ACQ_AT (%) 34,788 2.544 12.508 0 0 0 0 5.351
ACQ_Dummy 34,788 0.164 0.370 0 0 0 0 1
ACQ_moreb 34,788 0.103 0.304 0 0 0 0 1

(T ol Al%)
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oy 2) 3 oy () 6) (M 8
VARIABLES N mean sd p10 p25 p50 p75 p90
RD AT (%) 34,895 3.429 6.065 0 0 0.236 4.394 11.200
RD Sales (%) 34,895 5.459 14.485 0 0 0.216 5.089 15.696
RD_Dummy 35,045 0.513 0.500 0 0 1 1 1
Control Variables- Firm
Tobing 34,895 2.091 1.370 1.028 1.246 1.650 2.393 3.664
FirmSize 34,895 7.239 1.623 5.292 6.113 7.102 8.243 9.434
FirmAge 34,874 24479 19.329 5 10 19 33 51
OCF_AT (%) 34,895 11.279 10.623 0.640 5976 10.815 16.518 23415
Cash_AT (%) 34,887 15.821 17.728 0.970 2.730 8.962 22.841 41.694
NWC AT (%) 33,941 7.644 15.225 -9.877 -1.921 6.786 16.896 27.257
SalesGrowth (%) 34,895 12.273 28.245 -11.698 -0477 7.7114 18.966 38.593
Leverage (%) 34,762 54.718 80.014 19.314 34.522 53.582 71472 90.284
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oy 2 3 4) (5) (6) (7 @®)
VARIABLES N mean sd pl0 p25 p50 p75 p90
Control Variables- Macro
GDPGrowth 34,895 2.536 1.585 1 1.800 2.700 3.800 4.400
Election 34,895 0.257 0.437 0 0 0 1 1
LogEPU 34,895 4679 0.274 4.329 4421 4.696 4.937 5.025
MacroUncertainty 34,895 0.907 0.045 0.863 0.874 0.900 0.916 0.944
Control Variables- CEO
CEQ_Female 34,895 0.023 0.149 0 0 0 0 0
CEQ_Tenure 33,971 8.022 7.498 1 3 6 11 18
CEQ _Age 34,827 55.556 7.679 46 51 56 60 65
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CEOQ _Delta 33,742 1,087.606  11,011.126 22.298 66.649 184.341 523.951 1,387.540

CEO_Vega 33,614 119.429 286.777 0 8.476 37.5563 115.596 295.775

CEOFounder 19,322 0.145 0.352 0 0 0 0 1

SameContinent_FirstName 17,466 0.279 0.449 0 0 0 1 1

Immigrant 7,422 0.159 0.366 0 0 0 0 1
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(& 34]= d& Sdl 22T CEO 9 &7] A&t 719el RHEA A& Alo]9] 3 HAE AAS). S5 M4l CAPY AT & SAKL U]
RHEA RE9] Hlgolw, A8 W40l L70S = de Sdll 226t CEO 9 &7 Alehd Fog onjgttt Al (D- Q)2 A 18 gatet ¢k 11d
SIFE ddstal AeH, A 4)-0)e Y 11d SIhs ddskes Tl AAl BA Hasdt 2tdd HaE xeoith AAl Hezes & U o]
AR BRgEE

Ol GDPGrowth & &8 A7 & UEE Election BN W47 EgEC) E8448 EAIGH] S8l 4] @)olA= Baker et al.
(2016)0] Aotst Et4ld K& EPU 9 211 Q1 logEPU 7F ARBEIRICH, Al (5)oJAl= Jurado et al. (2016)0] 7Hdret Bt X

MacroUncertainty & AFESIALE A (3)- 5)= TF

jo
1)

&2 CEO 89 7/MA Sd&e F7I2 SAITth: CRO 9 ¥(CEQ Female), CEO o] M2 A
4 (CEO_Tenure), CEO Q] L}0] (CEQ Age), CEO H59] F7tofl thel RIAE (CEO Delta), CEO Q) F7F HEAdol tist 2Ol QAL (CEO Vega). ¥
019 s=At= ALY 71Y9-A 5 o2 EE X double-clustered standard error by firm and year)O|C}h #QF sx ssxsxl= ZF2F 10%, 5%, 1%

TEON SARCE Fogte QJnlsi.

1) ) @) (4) ®)

VARIABLES CAPX_AT CAPX_AT CAPX_AT CAPX_AT CAPX_AT

LTOS 0.638%** 0.423** 0.464** 0.554** 0.574%*
(0.208) (0.203) (0.205) (0.209) (0.210)

Firmsize -0.110% -0.224%** -0.196%** -0.230%** -0.244%%%
(0.057) (0.052) (0.055) (0.058) (0.059)
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FirmAge

Tobing

OCF_AT

SalesGrowth

Observations

R-squared

Fixed Effect

Year the CEO was replaced
Macro Variables
Uncertainty Measure

Other CEO Characteristics

-0.037***

(0.005)

34,874

0.347

Industry & Year

Included
X

X

-0.018%**
(0.004)
0.116
(0.076)
0.141%%*
(0.010)
0.046%**

(0.004)

31,109

0.444

Industry & Year

Excluded
X

X

-0.015%**
(0.004)
0.101
(0.080)
0.144%%
(0.010)
0.044%%x

(0.004)

29,184

0.447

Industry & Year

Excluded
X

X

-0.019%**
(0.004)
0.101
(0.090)
0.143%%*
(0.010)
0.046%**

(0.004)

29,184
0.420
Industry
Excluded
o
EPU (Baker et al.)

o

-0.020%**
(0.004)
0.088
(0.092)
0.145%**
(0.010)
0.047%**

(0.004)

29,184
0.419
Industry
Excluded
o
UM (Jurado et al.)

o
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[ 3.5] CEO 9 &7] A&z} Q= &H 1+ 43 34

[ 35]= Hs SH EZSH CEO 9] &7 Rgkdal 7]199] Q1= & Alo]9] A TAE ARSI Al (1)- @9 B M0l ACQ ATE= EAME O] 014, ghd Z90] H|Eo|Tth
Al 5)Q}F (N9 &% WEQ ACQ Dummy = $1 g 0]AS M&A oﬂ RNEFOH 1, OlLH 0 9] e Zr= gn] WHaolH, Al B)3} (8)2] =5 W49l ACQ mores &= SAME THH] 5%
OJ4}9] 2HS M&A of Klgxﬂgm 19 s Z+= gn) _$Olt}. Al HQl L70SE Ag Ed) 22 CEO 9 AV XNgd FH4E on|s] (1)-(6)2 OLS 3|71 A9 Ao,

=

} A
Al (N-@)0IKE ZXAE 37 BAS sHGIAUE Al (D- 2 4 18 g3t A 18 S3E g7 136t 9o, A @)-0)2 A 118 SiTe 118sks tidl AR ZA)
HPEY B84 M-S LSSt T AA Hes (B 34]O Al (4)-(5)QF S5, Baker et al. (2016)0] KWt /ogEPUE Sl B E EXISHE A 3)- ®)0IAE (B 4)9)
Al 3)-(B)ollA] AFEE AT SYst CEO 54 WHEE0] F712 SAlEr #8 19 =xke A 71¢-Hl |5 A RFE 2 Hdouble-clustered standard error by firm and
year)OJC}, #@}F == #xx= Z¥ZF 10%, 5%, 1% T4 SAFOE ROgs 9n|sith

(1) (2) 3) (d) (5) (6) [)] (8)

VARIABLES ACQAT ACQAT ACQAT ACQ AT ACQ Dummy ACQ mores ACQ_ Dummy ACQ mores
LTOS 0.571= 0.664== 0.803== 0.800== 0021 %= 0014= 0.154=== 0.138=
(0.285) (0.289) (0.296) (0.308) (0.007) 0.007) (0.052) (0071
FirmSize 0.300++= 0.250%+ 0.299=+ 0.314#+ 0.030%=+ 0007=+# 0.222+%= 0.081=++
(0.085) (0.108) (0.118) 0.119) (0.002) (0.002) (0.012) (0.019)
FirmAge -0.030%+= -0.017=+= -0.018=+= -0.018++= -0.001=== -0.001=+= -0.006=+= -0.009++=
(0.006) (0.004) (0.004) (0.004) (0.000) (0.000) (0.001) (0.001)
Tobing 0.016 0.027 0,091 -0.003 -0.000 -0,028 -0.009
(0.195) 0.203) 0.211) (0.003) 0.003) (0.022) (0.026)
OCF AT 0.022 0.020 0.020 0.002% == 0001 =## 0.014##= 0.015%%*
0.021) 0.022) 0.023) (0.000) (0.000) (0.002) (0.002)
SalesGrowth 0.080%+# 0.082+%= 0.079%*=+ 0.001%=# 0001 =## 0.008+#= 0.008=%*
(0.010) 0.010) 0.011) (0.000) (0.000) (0.001) (0.001)
Leverage 0.007 0.007 0.012 -0.000 0.000%= -0,000 0.003%#
(0.007) (0.008) (0.008) (0.000) (0.000) (0.001) (0.001)
Cash AT 4802+++ 5.053++= 4.954%++ 0.245+ =+ 0214+++ 0.176+== 0.212+++
(0.891) 0.923) (0.963) (0.035) 0.023) (0.020_AT) (0.022)
NWC_AT -0.019+ -0.019 -0.021+ -0.000+ -0.000+ -0.002 -0.003+
(0.010) 0.011) 0.011) (0.000) (0.000) (0.002) (0.002)
Observations 31013 28,176 26,548 26,548 26,548 26,548 26417 26,192
R-squared 0024 0.062 0.063 0.058 0.075 0.056
Pseudo R-squared 0.081 0.078
Fixed Effect Industry & Year Industry & Year Industry & Year Industry Industry Industry Industry Industry
Macro Variables X X X 0 o] 0 o] o]
Other CEQ Characteristics X X 0] 0 0 0] 0 v}
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(& 36]2 d& Sdll ZAT CEO 9 &7] Adit 719 R&D HIE AIE AOI9] &
TAE RABITE Al (- (99 &5 M40 RD AT+ SAE tH] R&D A& HIE2] HIEO|T
A @) 9 B% W5 RD Sales = MEY TH| R&D A& HIEQ HlE0H, 4 ()9 &%
HQl RD Dummy = R&D Ol HIES AEJCH 1 9] ghe 2= tn) otk dY w40l
LTOS= &g Sdl 2216t CE0 9 87] Algd FeE Qulgith 4] (D-@& OLS 37| #49)

aolm, A G)oMs ZRAE 37| 240] fdE A (D- @ Y 18 Iiet Ak
18 ] @A ddstal lem, A 9)-0)e Y 1d syte sk il AAl Al
Hesit 2gdd HaE IZgoth 2ed Al Haes [8 3419 A @)-0)9 55,

[
1%}
oz
fjo

(5)9}
Baker et al. (2016)0] RIQISt /ogEPUE B3l & ERSE A (3)- G)oAE (F4)9] 4]
(3)-B)OlIA AFEE Zi SYst CEO &4 WHaEs0] FVIE EXEnh 8 Q19 &A=
ALY 71Y-ATE OEFFEEQRHdouble-clustered standard error by firm and
]_

year)O|Ch #Q}F ==, xxx= Z¥2}F 10%, 5%, 1% Tk SAFCE RS Qu|sitt.

(@)
O

f

(1) 2 3 (4) (5)
VARIABLES RD AT RD AT RD AT RD _Sales RD_Dummy
LTOS 1.01 155 0.628* 0.573%* 1.179% 0.443 %%
(0.268) (0.228) (0.226) (0.635) 0.177)
FirmSize RONARELE -0.482% =0.57T % -1.096%# * 0.068
(0.088) 0.073) (0.082) (0.235) (0.052)
FirmAge -0.016% = -0.014 5% -0.013# -0.051 % * 0.0063
(0.005) (0.004) (0.004) (0.009) (0.004)
Tobing 0.936 % % * 0.892 2,133 %% 0.294 5 5
(0.079) (0.079) (0.209) (0.054)
OCF AT -0.145% % -0.145%#* -0.553 -0.0323#
(0.011) (0.012) (0.056) (0.005)
SalesGrowth -0.001 0.000 0.026% 0.001
(0.003) (0.003) (0.006) (0.001)
Leverage -0.026 %% * =0.028 % * =0.0523 % * -0.015%x*
(0.004) (0.004) (0.014) (0.003)
Cash AT 0.724 5 0.686 1,590 # 0.235 %
(0.050) (0.051) (0.147) (0.043)
NWC AT =0.097 s =0.08733 -0.258 %% * -0.021 #s
(0.008) (0.008) (0.028) (0.005)
Observations 31,109 28,196 26,553 26,553 24,113
R-squared 0.349 0.493 0.495 0.428
Pseudo R-squared 0.481
Fixed Effect Industry & Year Industry & Year Industry Industry Industry
Year the CEO was Excluded Excluded Excluded Excluded Excluded
replaced
Macro Variables X X 0] 0] 0
Other CEO X X 0] 0] 0
Characteristics
Coefficient Estimates OLS OLS OLS OLS Logit
188

&) 8t



[3% 3.7]

[E 3.7]0Al=
OIS A (1)- @olAE SAHE thH] AHEE ZZE9] H]
ACQAT 7}
CEO 9 &7 Nghd FA4E 9nst
UlolAl &9 30%0ll <58H= CEO 7} AIAlGHL IOH 1 9
TS 7199 AR (FirmSize), @Y WANFirmAge), Tobin's
HIE (Cash AD, PR HI(WIWC AT)7F BE AollAl EA|
AW (CEO_Female), CEO 9] R\& WA 4(CEQ_Tenure), CEO 2] L}0] (CEQ _Age), CEO H9] F71o] tf

| FAG0 7Y -AEH 0]EFR FExHdouble-clustered standard error by firm and year)O|CH

o

= A A<
&5 M40

olwl 1 Alt) 9% 7} CEO ¢ 7] =

CEO 9 &7 Agrdat

B4 weol

thsh Ho| WMZE (CEO Vega). 25 QFO] A=

#QF wx wxx= ZVZ} 10%, 5%, 1% TT0IA EARCE QOlgs onjsi},

3} % oo At

199l 215 A
PX_AT 7}
RD AT = &AM tiH] R&D Al
Immigrant+= CEO 7} O]l 1 MIth ) 1 9] e 2
= On] #Haoltt, [ 37]9 HE
B E (SalesGrowth),

C}. T8 TRt &2 CEO 59 el

(Tobing), &

Mz

Al vA=

= A A
55 He

Hu

Clu] W40t} High LTOS= A7) Al
e A 1F giue dx a1

BEHE (Leverage), A5 &

LTOS =

r
1
o

oz
md

¥

0Ol

0z
£l

=}
ol

=

0x

[0
Of
ol

=7

By

=
=
J

oY) ®) () 6)
VARIABLES CAPX_AT ACQ AT RD_AT RD AT
LTOS 0.787+x 0.707 0.480+
(0.366) (0.428) (0.272)
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%= (CEQ_Delta), CEO 9| F7}

)

HAZE ofgl 1 Ati CEO olIAIM o ZotAl LEREA]
AFEEILE A (3)-@olM= SAME thH] Q1

A 1 20]

2o VT
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S
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High LTOS

Immigrant

High LTOS * Immigrant

Observations

R-squared

Fixed Effect

Year the CEO was replaced

Control Variables

0.848
(0.281)
-0.425
(0.375)
1.260%*
(0.509)
6,812

6,812 6,812

0.517 0.523 0.108

Industry & Year Industry & Year Industry & Year

Excluded Excluded Excluded

0 0 0

0.005
(0.261)
-0.308
(0.447)
1.040%
(0.541)

6,812 6,812
0.108 0.535
Industry & Year Industry & Year
Excluded Excluded

0 0

0.212
0.177)
-0.216
(0.504)
0.683+*

(0.397)

6,812
0.537
Industry & Year
Excluded

0
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[ 3.8] A s w3dAA Fallt olF A o157k CEO 9
7] A Akl Aol vl GF A

[ 38]olM= d& Sl 226 CE09 &7 Nghdit 719l 25 FA <t A
TAZE it SsLe ZeHAoIA FEliet O] (First Name)& AMEshs CEO OIAA O
ZoA UEhEA] SRIGIT Al (D- @0lAEs SAME tiHl AHE4 R&Q HlEQ
CAPX_ AT 7} &% WE AREELL Al 9)-@ollA= SR tiH] Q14 8l F9Ql

A
ACQ AT 7V £ WS40ty Al W40l 1705 & A =8 EZASH CEO 9 &V

=

Kk BSOSt} SameContinent FirstName 2 CEO 9 A(Last Name)ll
O|&(First Name)O] &2 F3lH0A RIS W 1 9 ¢S 2= o] W4olt}. [&
3819 RE Ale Al 1A et ¢ 1A aiE g sttt o Ze

71¢9l 54 =

>

rlj:
3

H

E AojA SAIECE: 2 (FirmSize), 8] H = (FirmAge),
Tobin’s Q (7ohing), TEN
AHE HIE(Cash AT), S2ARME HIS(WIWC_AT). telt e CEO £9 7h91A

SR EE AoA SAIETH: CEO 9 HW(CEO Female) CEO 9 MZA & &

AEE (SalesGrowth), BRIV & (Leverage), = & S

(CEO_Tenure), CEO Q] L}10] (CEO_Age), CEO H49] F7toll thist YA T (CEO Delta),
CEO 9] 7} HEMol tigt 29| WAL (CEO Vega). = Q9] A= ALY
71 -H el O)EF R T EQAHdouble-clustered standard error by firm and year)O|C}.

*#QF wx, wxxi= ZEZE 10%, 5%, 1% FolA SAFCE Rolgs AnSit.

Ch= goll A%)
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@ 2 &) 4

VARIABLES CAPX_AT CAPX_AT ACQAT ACQAT
LTOS 0.566% * 0.321 0.596* 0.358
(0.268) (0.262) (0.344) (0.310)
SameContinent_FirstName -6.914 = -2473
(2.822) (3.995)
LTOS * SameContinent_FirstName 1.813%= 1.718*
(0.753) (0.836)
Observations 15,453 15,453 14,036 14,036
R-squared 0.437 0.441 0.050 0.056
Fixed Effect Industry & Year Industry & Year Industry & Year Industry & Year
Year the CEO was replaced Excluded Excluded Excluded Excluded
Control Variables 0 0 0 0
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[3% 3.9]

(& 39]0ME HE &
AHEA RIE9] HIEQl CAPX AT 7t
FURL o 1 9] @e A=
AN BR HeED B8MY

@- @M=

A
O1E R FZE AHdouble-clustered standard error by firm and year)O]C}. #Q} s s

SR A

FAAF o457k CEO 9 &7] A

aff =5k CEO 9] &7

o] H0ltt Al (D- G)&=

Al
Al

& Do

5% HegE ARHDL

HArE Zeoith 2eE AAl

Fg 9 A A7) A v FIF 24
| Ngkdat 71999 AHEAE K& 7F Al BA7E FURF CEO oAA O ZaHA UER=A] SQISHY. XA TiH|
Al W40l L70S = 88 Sof &S CEO 9 &7 Aghd ®4=5 Qnlsit}. CEOFounder = CEO 7}
A 18 giel e 1F e S 11Eshal )leH, A (6)-(N2 Y 18 e 18shs thil
Mgl [F 3419 A @-(5)9F SY6HH, Baker et al. (2016)0] Mt lgkPU E Ed BSALS
(3)-(5)ollAl AME Zut =Y CEO B4 WM4E50] F/IE SAEnh 25 19 =Ale dHAsY 71Y-ded
= 22 10%, 5%, 1% FE0lA SARCE Roghs Qnlsit.

o))

@

®)

@)

()

®) )

VARIABLES CAPX_AT CAPX_AT CAPX_AT CAPX AT CAPX_AT CAPX_AT CAPX AT
LTOS 0.389 0.236 0.243 0.356
(0.254) (0.258) (0.256) (0.257)
CEOFounder -5.071 -6.087+* -5.623
(3.359) (3.541) (3522)
LTOS * CEOFounder 1.502% 0.241 %% 1.816% 0.306% 1.768+ 0.372%
(0.845) (0.074) (0.885) (0.084) (0.882) (0.084)
FirmSize -0.224 5 %% -0.205% -0.205% -0.148x -0.149%x -0.190%x =0.191
(0.063) (0.062) (0.062) (0.068) (0.068) (0.068) (0.068)
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FirmAge -0.013##* -0.010% -0.010% -0.007 -0.007 -0.010% -0.010%

(0.004) (0.004) (0.004) (0.004) (0.004) (0.005) (0.005)
Tobing -0.067 -0.081 -0.082 -0.074 -0.075 -0.099 -0.100
(0.089) (0.083) (0.088) (0.092) (0.091) (0.103) (0.103)
SalesGrowth 0.037 % 0.037 % 0.036% ** 0.034 % 0.034 0.036% ** 0.036% #*
(0.004) (0.004) (0.004) (0.004) (0.004) (0.005) (0.005)
OCF_ AT 0148 0.149 %% 0.150% 0.150% 0.150% 0.150% 0.151 53
0.011) (0.011) 0.011) (0.011) (0.011) (0.012) (0.012)
Observations 17,026 17,026 17,026 16,140 16,140 16,140 16,140
R-squared 0491 0.494 0.494 0.499 0.498 0.482 0.481
Fixed Effect Industry & Year Industry & Year Industry & Year Industry & Year Industry & Year Industry Industry
CEO Characteristics X X X 0 0 0 0
Macro variables X X X X X 0 0
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[ 3.10] CEO 9] &7] AFga FAareke] AdaaA 24 thE w3h4 2o 714 19

A AT Hofstede(ZOOl o1 Kﬂ 151 TE By AHEs EXs 7HeuMdE

L\l

[ 310]0l4E A Eol B2 CRO o 27 NFAT 7190 245 Bx)

SAEEA SISHY 4] (1)-@)oINE SR TH| AHEE AE9 HIEQ CAPX AT 7} £ H4E ARRELE A 5)-6)0lAE SAKE o] Q15 gl Zaol
ACQ AT7Y 5 H0IH, A (1)-8)9] B W40l RD ATE= EAMt thH] R&D A& H|E9] HIEOITL “m H=0l1 LTO = 8g Sdf 2&$ CE0 9 &7] Agkd
HaE onleith. UAA, PD_H, LTO_H = Hofstede(2001)2] £3} XBE Sd 74 HLERH, 4S8 Sdl Eaéj CEO 9| B84 g, #Y AglE, &7] A&
HLE 2 gujsitt. A (D- ), A 6), A (M 4 18 Siket He 11F SiE 84 ddst en, 4 ) 4] @) 4 1d giithe dgske thal
AN BRI @—’F%ﬂ} %9@’8 HEE 280 28 AA M (3 3419 A @-0)2 5YU8HH, Baker et al. (2016)0] NSt jogEPU % ol Bslde
EABICE Al @)-©)0IME (F 09 Al 3)-6G)0IA AFRE AW =Y CEO EM HLE0 g EAYN, ey 22 VYo BN HeEr EXECh
F%E(Fzrm&ze) Oﬂ% U = (FirmAge), Tobin's Q (Tobing), MEY HEE(SalesGrowth), BAMHIE(Leverage), 5 %L dFH At H]O(Cash AD, £ARE

HISWIWC_AT). 5 Q9] =xk= glAAISe] 719 -Hed o578 FE2xHdouble-clustered standard error by firm and year)O|C} #Q} #x sxx= Z¥2}F 10%, 5%, 1%
FEOA BAMCE ROgeS Quisitt.

1) 2 3 4 (5) (6) (7) ()
VARIABLES CAPX_AT CAPX_AT CAPX_AT CAPX_AT ACQ AT ACQ AT RD AT RD AT
LT0S 0.706% 0.735%* 0.634#* 0.743+ 0.534 0.453 1088 * 0.8723%
(0.401) (0.298) (0.244) (0.397) (0.326) (0.352) (0.423) (0.365)
UA_H 0.002 -0.007 0.001 -0.007 0.001 -0.006
(0.008) (0.007) (0.008) (0.007) (0.008) (0.007)

1 : ,ﬂ -*'.3-1-_|| ﬂr T



PD H 0.002
(0.010)
LTO H -0.008
(0.006)
FirmSize -0.131%* -0.131%* -0.132%* -0.348 %% * 0.3295% # 0.335%#* -0.702% % * -0.572% %
(0.058) (0.057) (0.057) (0.064) (0.085) (0.120) (0.089) (0.082)
FirmAge -0.037 % -0.037 %% * -0.037 %3 * -0.020%# * -0.041 %% -0.021 %% -0.016%#* -0.013%#
(0.005) (0.005) (0.005) (0.004) (0.006) (0.004) (0.005) (0.004)
Observations 30,161 30,161 30,161 25,182 30,120 25,777 30,161 25,782
R-squared 0.360 0.360 0.360 0.440 0.024 0.057 0.346 0.494
Fixed Effect Industry & Year Industry & Year Industry & Year Industry Industry & Year Industry Industry & Industry
Year
CEO Characteristics X X X O X 0] X 0]
Macro variables X X X 0 X 0] X 0]
Other control X X X 0 0 0] 0] 0]
variables
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[Figure 1.1] Cumulative abnormal return after the announcement of the
Ausgliederung

This figure represents the cumulative abnormal return for the next 20 days from
the announcement of the Ausgliederung. The Cumulative Abnormal return was
calculated using CAPM.
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[Figure 2.1] SPACs and Traditional IPOs and listed on the KOSDAQ exchange

This figure displays the number and gross proceeds of SPAC mergers and
traditional IPOs by year from 2010 to 2021. The orange line represents the number
of firms listed through traditional IPOs in the year, and the blue line represents the
number of firms listed through mergers with SPAC. The yellow bars are the gross
proceeds of firms listed through traditional IPOs in the year, and the gray bars are
the gross proceeds of SPAC targets. Data is obtained from Korea Financial
Supervisory Service.
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[Figure 2.2] Timeline of the major events in the life cycle of a Korean SPAC

This figure presents the general process that Korea's SPACs go through, from listing to finding a suitable target firm and completing the

merger.
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[13 3.1] 1820-1957 W w& &S & Y=ot S50 HSA ¥t

(1™ 3.1]2 1820-1957 | A0l #& &S S Y=ot SAS @A due AIshke

ancestry.com 2
U, 24 A,
UL}, Tt 7

SHOIA] SHHOICE siY CloJEHoIAE Sdll S49 &yt OIF, nl=ol ke
E4X], IS B =5, §St Hi9 o5, 121l BEA EH dEs =g
gol d& deloly, sig de 7K g=Ale gHute Mz golg 4 .

with National Archives

All New York, Passenger and Crew Lists (including - fremiie i

Castle Garden and Ellis Island), 1820-1957 results

and Records

. Administration
for Smith
Search Filters B E
B Results 1-20 of 378,856
smith = Vida
View Arival  Birth Ethnicity/ View Ship Passenger
Edit Search New Search m Record Name date Year  Portof Departure Nationality ~ ShipName Image List
View George 310ct  abt i
: oo Record . Smith 1922 1887 Hamburg English Oropesa &
et View . 1Se| i
> Immigration & Travel P
Immig| Record Emma Smith 1924 1869 Bordeaux, France Roussillon o
> Passenger Lists
View  WmJno 25Nov  abt : : 5
Record Smith 1899 1885 Liverpool, England Irish Campania »
rand Crew Lists View  Martha 16Mar abt . . 5
Garden and Ellis Island), Record Smith 1895 1g3s Liverpool,England B B =
18 P
View Christofer 12Aug abt " " .
) ) ) Record Smith 1906 1857 Hull, United Kingdom American  Toronto »
This database is an index to the passenger
lists of ships arriving from foreign ports at “few ¢ Thqn':as 21Dec  abt Leviathan ®
the port of New York from 1820-1957. In EE0rd [ Smit 2 Be
addition, the names found in the index are View Mr.Mayburry 13Sep abt i i
’ . Glasgow, Scotland American  Caledonia »
linked to actual images... Record  HSmith 1308 1888 8
View . 13May abt . : City of
Learn more about this database... Record Ann Smith 1873 1851 Liverpool, England Engllsh Brooklyn »
Browse Individual Records» - :
View William 26Nov  abt : American
Record  Smith 1856 1837 London,England English — Eagle -
View David Fifi 10Jul abt  Glasgow, Scotland and Scottish
ShortcutKeys » Record Smith 1873 1867 Lame, Ireland (Scotish)  Alabama o

200



o
o,
o
&
1o
M
H

(O8] 32]& 2 950 mE W &7 Ngd H49 BExE e sIAETdgort 2
Aol BE 7|17 1992 WRHE 2017 W7ZHK|OIH, ExecuComp E|OJEIHIO]AOA] CEO 9] O1&
AR (Full Name)E Q18 = AE 7P EL B9 YO Z AT

(=
™
f-
go-
Y -
.
3 35 4 5
IR B
201
) (=3 =1
T



References

[Chapter 1]

Aganin, A., & Volpin, P. (2005). The history of corporate ownership in Italy. In A
history of corporate governance around the world: Family business groups to

professional managers (pp. 325-366). University of Chicago Press

Almeida, H., Park, S., Subrahmanyam, M., & Wolfenzon, D. (2011). The structure
and formation of business groups: Evidence from Korean chaebols. Journal of

Financial Economics, 99(2), 447-475.

Almeida, H., & Wolfenzon, D. (2006). A Theory of Pyramidal Ownership and
Family Business Groups. The Journal of Finance, 61(6), 2637-2680.

Anderson, R., Mansi, S., & Reeb, D. (2003). Founding family ownership and the

agency cost of debt. Journal of Financial Economics, 68(2), 263-285.

Baker, M., & Wurgler, J. (2002). Market Timing and Capital Structure. The Journal
of Finance, 57(1), 1-32.

Barclay, M., & Holderness, C. (1989). Private benefits from control of public

corporations. Journal of Financial Economics, 25(2), 371-395.

Barclay, M., Holderness, C., & Sheehan, D. P. (2007). Private placements and

managerial entrenchment. Journal of Corporate Finance, 13(4), 461-484.

Bebchuk, L. A., Kraakman, R., & Triantis, G. (2019). Stock Pyramids, Cross-

Ownership, and Dual Class Equity: The Mechanisms and Agency Costs of

- A = st



Separating Control from Cash Flow Rights. In Concentrated Corporate

Ownership (pp. 295-318). Chicago: University of Chicago Press.

Bena, J., & Ortiz-Molina, H. (2013). Pyramidal ownership and the creation of new
firms. Journal of Financial Economics, 108(3), 798-821.

Berger, P. G., Ofek, E., & Yermack, D. L. (1997). Managerial entrenchment and

capital structure decisions. The Journal of Finance, 52(4), 1411-1438.

Bertrand, M., Mehta, P., & Mullainathan, S. (2002). Ferreting out Tunneling: An
Application to Indian Business Groups. The Quarterly Journal of Economics,

117(1), 121-148.

Boubakri, N., & Ghouma, H. (2010). Control/ownership structure, creditor rights
protection, and the cost of debt financing: International evidence. Journal of

Banking & Finance, 34(10), 2481-2499.

Brophy, D., Ouimet, P., & Sialm, C. (2009). Hedge Funds as Investors of Last Resort?
The Review of Financial Studies, 22(2), 541-574.

Buchuk, D., Larrain, B., Mufioz, F., & Urzaa, F. (2014). The internal capital markets
of business groups: Evidence from intra-group loans. Journal of Financial

Economics, 112(2), 190-212.

Bustamante, M. C., & Frésard, L. (2021). Does firm investment respond to peers’

investment? Management Science, 67(8), 4703-4724.

Chaplinsky, S., & Haushalter, D. (2010). Financing under Extreme Risk: Contract
Terms and Returns to Private Investments in Public Equity. The Review of

Financial Studies, 23(7), 2789-2820.

Choi, H., & Suh, J. (2017). Investment financing: evidence from Korea. Accounting

& Finance, 57, 147-184.

- A = st



Croci, E., Doukas, J., & Gonenc, H. (2011). Family Control and Financing Decisions.
European Financial Management, 17(5), 860-897.

Crongvist, H., & Nilsson, M. (2005). The choice between rights offerings and private

equity placements. Journal of Financial Economics, 78(2), 375-407.

Desai, H., & Jain, P. C. (1999). Firm performance and focus: long-run stock market

performance following spinoffs. Journal of financial economics, 54(1), 75-101.

Ellul, A. (2008). Control motivations and capital structure decision. Working Paper,

Indiana University.

Faccio, M., Lang, L., & Young, L. (2010). Pyramiding vs. Leverage in Corporate
Groups: International Evidence. Journal of International Business Studies,

41(1), 88-104.

Fazzari, S. M., Hubbard, R. G., Petersen, B. C., Blinder, A. S., & Poterba, J. M.
(1988). Financing Constraints and Corporate Investment. Brookings Papers on

Economic Activity, 1988(1), 141-206.

Fernandez-Val, 1., & Weidner, M. (2016). Individual and time effects in nonlinear

panel models with large N, T. Journal of Econometrics, 192(1), 291-312.

Foo, M., Uy, M., & Baron, R. (2009). How Do Feelings Influence Effort? An
Empirical Study of Entrepreneurs' Affect and Venture Effort. Journal of Applied
Psychology, 94(4), 10861094.

Garvey, G. T., & Hanka, G. (1999). Capital structure and corporate control: The
effect of antitakeover statutes on firm leverage. The Journal of Finance, 54(2),

519-546.

Gertner, R., Scharfstein, D., & Stein, J. (1994). Internal versus External Capital

Markets. The Quarterly Journal of Economics, 109(4), 1211-1230.

N A = st



Gopalan, R., Nanda, V., & Seru, A. (2014). Internal capital market and dividend
policies: Evidence from business groups. The Review of Financial

Studies, 27(4), 1102-1142.

Gottardo, P., & Moisello, A. (2014). The capital structure choices of family firms.

Managerial Finance, 40(3), 254-275.

Greene, W. (2004). Fixed Effects and Bias Due to the Incidental Parameters Problem

in the Tobit Model. Econometric Reviews, 23(2), 125-147.

Harris, M., & Raviv, A. (1988). Corporate control contests and capital structure.

Journal of Financial Economics, 20, 55-86.

He, J., Mao, X., Rui, O. M., & Zha, X. (2013). Business groups in China. Journal of
Corporate Finance, 22, 166-192.

Heckman, J. J. (1987). The incidental parameters problem and the problem of initial
conditions in estimating a discrete time-discrete data stochastic process and
some Monte Carlo evidence (pp. pp-114). Chicago, IL, USA: University of

Chicago Center for Mathematical studies in Business and Economics.

Hwang, N. (2012). On Corporate Division in American Corporation Law. The
Korean Journal of Securities Law, 12(3), 261-298.

Israel, R. (1991). Capital structure and the market for corporate control: The

defensive role of debt financing. The Journal of Finance, 46(4), 1391-1409.

Jain, B. A., & Shao, Y. (2015). Family firm governance and financial policy choices
in newly public firms. Corporate Governance: An International Review, 23(5),

452-468.
John, K., & Ofek, E. (1995). Asset sales and increase in focus. Journal of Financial

Economics, 37(1), 105-126.

B A = st



Johnson, R. A. (1996). Antecedents and outcomes of corporate refocusing. Journal

of Management, 22(3), 439-483.

Jung, K., Kim, Y. C., & Stulz, R. (1996). Timing, investment opportunities,
managerial discretion, and the security issue decision. Journal of Financial

Economics, 42(2), 159-185.

Kandel, E., Kosenko, K., Morck, R., & Yafeh, Y. (2019). The great pyramids of
America: A revised history of U.S. business groups, corporate ownership, and

regulation, 1926—-1950. Strategic Management Journal, 40(5), 781-808.

Kang, N., & Jinn, T. (2012). A Comparison of Valuation Effects of Spin-offs,
Physical Divisions and Sell-offs. The Korean Journal of Financial Management,

29(1), 57-80.

Kaplan, S. N., & Zingales, L. (1997). Do investment-cash flow sensitivities provide
useful measures of financing constraints? The Quarterly Journal of

Economics, 112(1), 169-215.

Keasey, K., Martinez, B., & Pindado, J. (2015). Young family firms: Financing
decisions and the willingness to dilute control. Journal of Corporate Finance,

34, 47-63.

Kim, J. (1992). A Study on the Protection of the Minority Shareholder in establishing
the Holding Company. Judicial Administration, 33(4), 61-69

Kim, S., & Nam, M. (2013). A Study on the Effect of Corporate Divestiture
Announcement on Stock Price. Korean Corporation Management Review,

20(5), 195-214.

Kim, S. J., Kim, W., & Yang, D. R. (2015). Infant firms in emerging market: An

analysis of stand-alones vs. subsidiaries. Emerging Markets Review, 25, 30-52.

- A = st



Kim, W., KO, Y., & Wang, S. (2019). Debt restructuring through equity issues.
Journal of Banking & Finance, 106, 341-356.

King, M. R., & Santor, E. (2008). Family values: Ownership structure, performance
and capital structure of Canadian firms. Journal of Banking & Finance, 32(11),
2423-2432.

Kim, W., Lim, Y., & Sung, T. (2004). What Determines the Ownership Structure of
Business Conglomerates? On the Cash Flow Rights of Korea's Chaebol. On the
Cash Flow Rights of Korea's Chaebol (September 2004).

La Porta, R., Lopez-De-Silanes, F., & Shleifer, A. (1999). Corporate Ownership
around the World. The Journal of Finance, 54(2), 471-517.

Landes, D. (1949). French Entrepreneurship and Industrial Growth in the Nineteenth
Century. The Journal of Economic History, 9(1), 45-61.

Lee, S. (2020). LG Chem's Company Split. Kyungbook National University Law

Journal, 71, 301-334.

Leland, H. E. (2007). Financial synergies and the optimal scope of the firm:
Implications for mergers, spinoffs, and structured finance. The Journal of

Finance, 62(2), 765-807.

Li, H., Lindsay, B. G., & Waterman, R. P. (2003). Efficiency of projected score
methods in rectangular array asymptotics. Journal of the Royal Statistical

Society: Series B (Statistical Methodology), 65(1), 191-208.

Lin, C., Ma, Y., Malatesta, P., & Xuan, Y. (2011). Ownership structure and the cost

of corporate borrowing. Journal of Financial Economics, 100(1), 1-23.

Loughran, Tim, and Jay R. Ritter. "The new issues puzzle." The Journal of

Finance 50.1 (1995): 23-51.

N A = st



Lyandres, E., Sun, L., & Zhang, L. (2008). The new issues puzzle: Testing the
investment-based explanation. The Review of Financial Studies, 21(6), 2825-

2855.

Makino, S., & Neupert, K. (2000). National Culture, Transaction Costs, and the
Choice between Joint Venture and Wholly Owned Subsidiary. Journal of

International Business Studies, 31(4), 705-713.

Masulis, R., Pham, P., & Zein, J. (2020). Family Business Group Expansion through
IPOs: The Role of Internal Capital Markets in Financing Growth While

Preserving Control. Management Science, 66(11), 5191-5215.

McLean, R. D. (2011). Share issuance and cash savings. Journal of Financial

Economics, 99(3), 693-715.

Morck, R., & Nakamura, M. (2005). A frog in a well knows nothing of the ocean: A
history of corporate ownership in Japan. In A history of corporate governance
around the world:  Family business groups to professional managers (pp. 367-

466). University of Chicago Press.

Morck, R., Wolfenzon, D., & Yeung, B. (2005). Corporate Governance, Economic

Entrenchment, and Growth. Journal of Economic Literature, 43(3), 655-720.

Morck, R., & Yeung, B. (2003). Agency problems in large family business
groups. Entrepreneurship theory and practice, 27(4), 367-382.

Nicodano, G., & Regis, L. (2019). A trade-off theory of ownership and capital

structure. Journal of Financial Economics, 131(3), 715-735.

Park, S., & Jeon, S. (2008). Corporate Division Disclosure Effects and Firm

Characteristics. Accounting Information Review, 26(1), 183-211.

Rajan, R., & Zingales, L. (1995). What Do We Know about Capital Structure? Some
Evidence from International Data. The Journal of Finance, 50(5), 1421-1460.

- A = st



Schipper, K., & Smith, A. (1986). A comparison of equity carve-outs and seasoned
equity offerings: Share price effects and corporate restructuring. Journal of

Financial Economics, 15(1-2), 153-186.

Schmid, T. (2013). Control considerations, creditor monitoring, and the capital

structure of family firms. Journal of Banking & Finance, 37(2), 257-272.

Setia-Atmaja, L., Tanewski, G. A., & Skully, M. (2009). The role of dividends, debt
and board structure in the governance of family controlled firms. Journal of

Business Finance & Accounting, 36(7-8), 863-898.

Shir, N., Nikolaev, B., & Wincent, J. (2019). Entrepreneurship and well-being: The
role of psychological autonomy, competence, and relatedness. Journal of

Business Venturing, 34(5), 105875.

Slovin, M. B., & Sushka, M. E. (1998). The economics of parent-subsidiary mergers:

an empirical analysis. Journal of Financial Economics, 49(2), 255-279.

Soderquist, L., & Eisenberg, M. (1977). The Structure of the Corporation: A Legal
Analysis. Duke Law Journal, 1977(4), 933-940.

Song, O. (2012). Consistency of the Creditor Protection Regime in Corporate

Division of Korean Corporate Law. Business Law Review, 26(2), 53-73.

Stein, J. (1997). Internal Capital Markets and the Competition for Corporate
Resources. The Journal of Finance, 52(1), 111-133.

Stulz, R. (1988). Managerial control of voting rights. Journal of Financial
Economics, 20, 25-54.

Vijh, A. M. (1999). Long-term returns from equity carve-outs. Journal of Financial
Economics, 51(2), 273-308.

- A = st



Wu, X., Wang, Z., & Yao, J. (2016). A rent-protection explanation for SEO flotation-
method choice. Journal of Financial and Quantitative Analysis, 51(3), 1039-

1069.

Yiu, D., & Makino, S. (2002). The Choice between Joint Venture and Wholly Owned

Subsidiary: An Institutional Perspective. Organization Science, 13(6), 667-683.

[Chapter 2]

Bai, J.,, Ma, A., & Zheng, M. (2021). Segmented going-public markets and the
demand for SPACSs. Available at SSRN 3746490.

Chang, Y. B., & Kwon, Y. (2020). Attention-grabbing IPOs in early stages for IT
firms: An empirical analysis of post-IPO performance. Journal of Business

Research, 109, 111-119.

Colaco, H., De Cesari, A., & Hegde, S. (2017). Retail Investor Attention and IPO
Valuation. European Financial Management: The Journal of the European

Financial Management Association, 23(4), 691-727.

Cumming, D., HaB, L., & Schweizer, D. (2014). The fast track IPO — Success factors
for taking firms public with SPACSs. Journal of Banking & Finance, 47(1), 198-
213.

Dimitrova, L. (2017). Perverse incentives of special purpose acquisition companies,
the “poor man's private equity funds”. Journal of Accounting & Economics,

63(1), 99-120.

Pagano, M., Panetta, F., & Zingales, L. (1998). Why do companies go public? An

empirical analysis. The Journal of Finance, 53(1), 27-64.

210 :



Fazzari, S., Hubbard, R., Petersen, B., Blinder, A., & Poterba, J. (1988). Financing
Constraints and Corporate Investment. Brookings Papers on Economic Activity,

1988(1), 141-206.

Gryglewicz, S., Hartman-Glaser, B., & Mayer, S. (2021). PE for the public: The rise
of SPACs. Available at SSRN 3947368.

Kim, H., KO, J., Jun, C., & Song, K. (2021). Going public through mergers with
special purpose acquisition companies. International Review of Finance, 21(3),

742-768.

Kolb, J.,, & Tykvova, T. (2016). Going public via special purpose acquisition
companies: Frogs do not turn into princes. Journal of Corporate Finance, 40,

80-96.

Lee, C. M., Qu, Y., & Shen, T. (2019). Going public in China: Reverse mergers

versus IPOs. Journal of Corporate Finance, 58, 92-111.

Park, Y. (2022). Long-term Performance of Going Public through SPACs. Korean
Journal of Financial Studies, 51(1), 1-26.

Vulanovic, Milos. “SPACs: Post-Merger Survival.” Managerial Finance 43, no. 6

(2017): 679-99. https://doi.org/10.1108/MF-09-2016-0263.

[Chapter 3]

Adams, R. B., Almeida, H., & Ferreira, D. (2005). Powerful CEOs and their impact

on corporate performance. The Review of Financial Studies, 18(4), 1403-1432.

211



Alan, S., Baydar, N., Boneva, T., Crossley, T. F., & Ertac, S. (2017). Transmission of
risk preferences from mothers to daughters. Journal of Economic Behavior &

Organization, 134, 60-77.

Algan, Y., & Cahuc, P. (2010). Inherited trust and growth. American Economic
Review, 100(5), 2060-92.

Baker, S. R., Bloom, N., & Davis, S. J. (2016). Measuring economic policy

uncertainty. The Quarterly Journal of Economics, 131(4), 1593-1636.

Barker III, V. L., & Mueller, G. C. (2002). CEO characteristics and firm R&D

spending. Management Science, 48(6), 782-801.

Baumol, W. J., & Quandt, R. E. (1965). Investment and discount rates under capital

rationing--a programming approach. The Economic Journal, 75(298), 317-329.

Benmelech, E., & Frydman, C. (2015). Military ceos. Journal of Financial
Economics, 117(1), 43-59.

Berkovitz, J. R. (2010). Rites and Passages: The Beginnings of Modern Jewish

Culture in France, 1650-1860. University of Pennsylvania Press.

Berry, J. W., & Sabatier, C. (2010). Acculturation, discrimination, and adaptation
among second generation immigrant youth in Montreal and Paris. International

Journal of Intercultural Relations, 34(3), 191-207.

Bertrand, M., & Schoar, A. (2003). Managing with style: The effect of managers on
firm policies. The Quarterly Journal of Economics, 118(4), 1169-1208.

Bisin, A., & Verdier, T. (1998). On the cultural transmission of preferences for social

status. Journal of Public Economics, 70(1), 75-97.

Bisin, A., & Verdier, T. (2000). “Beyond the melting pot”: cultural transmission,

marriage, and the evolution of ethnic and religious traits. The Quarterly Journal

- A = st



of Economics, 115(3), 955-988.

Black, S. E., Devereux, P. J., Lundborg, P., & Majlesi, K. (2017). On the origins of
risk-taking in financial markets. The Journal of Finance, 72(5), 2229-2278.

Borjas, G., & Bratsberg, B. (1996). Who Leaves? The Outmigration of the Foreign-

Born. The Review of Economics and Statistics, 78(1), 165-176.

Brochet, F., Miller, G. S., Naranjo, P, & Yu, G. (2019). Managers' cultural

background and disclosure attributes. The Accounting Review, 94(3), 57-86.

Chui, A. C., Titman, S., & Wei, K. J. (2010). Individualism and momentum around
the world. The Journal of Finance, 65(1), 361-392.

Core, J., & Guay, W. (2002). Estimating the value of employee stock option
portfolios and their sensitivities to price and volatility. Journal of accounting

research, 40(3), 613-630.

Custadio, C., & Metzger, D. (2014). Financial expert CEOs: CEO’ s work experience

and firmy s financial policies. Journal of Financial Economics, 114(1), 125-154.

Denis, D. J. (1994). Investment opportunities and the market reaction to equity

offerings. Journal of Financial and Quantitative Analysis, 29(2), 159-1717.

Faccio, M., Marchica, M. T., & Mura, R. (2016). CEO gender, corporate risk-taking,
and the efficiency of capital allocation. Journal of Corporate Finance, 39, 193-

2009.

Fazzari, S. M., Hubbard, R. G., Petersen, B. C., Blinder, A. S., & Poterba, J. M.
(1988). Financing Constraints and Corporate Investment. Brookings Papers on

Economic Activity, 1988(1), 141-206.

Fazzari, S. M., & Petersen, B. C. (1993). Working capital and fixed investment: new

evidence on financing constraints. The RAND Journal of Economics, 328-342.

- A = st



Fernandez, R., & Fogli, A. (2009). Culture: An Empirical Investigation of Beliefs,
Work, and Fertility. American Economic Journal. Macroeconomics, 1(1), 146-

177.

Fryer Jr, R. G., & Levitt, S. D. (2004). The causes and consequences of distinctively
black names. The Quarterly Journal of Economics, 119(3), 767-805.

Fuller, K., Netter, J., & Stegemoller, M. (2002). What do returns to acquiring firms
tell us? Evidence from firms that make many acquisitions. The Journal of

Finance, 57(4), 1763-1793.

Galor, O., & Ozak, O. (2016). The agricultural origins of time preference. American

Economic Review, 106(10), 3064-3103.

Giannetti, M., & Zhao, M. (2019). Board ancestral diversity and firm-performance

volatility. Journal of Financial and Quantitative Analysis, 54(3), 1117-1155.

Giuliano, P. (2007). Living arrangements in Western Europe: Does cultural origin

matter? Journal of the European Economic Association, 5(5), 927-952.

Grinblatt, M., & Keloharju, M. (2001). What makes investors trade? The Journal of
Finance, 56(2), 589-616.

Gruber, J., & Hungerman, D. (2008). The Church Versus the Mall: What Happens
When Religion Faces Increased Secular Competition? The Quarterly Journal

of Economics, 123(2), 831-862.

Guiso, L., Sapienza, P., & Zingales, L. (2008). Social capital as good culture. Journal
of the European Economic Association, 6(2-3), 295-320.

Guiso, L., Sapienza, P., & Zingales, L. (2016). Long-term persistence. Journal of the
European Economic Association, 14(6), 1401-1436.

Hambrick, D. C., & Fukutomi, G. D. (1991). The seasons of a CEQ's tenure.

- A = st



Academy of Management Eeview, 16(4), 719-742.

Hirshleifer, D., Low, A., & Teoh, S. H. (2012). Are overconfident CEOs better
innovators? The Journal of Finance, 67(4), 1457-1498.

Hofstede, G. (2001). Culture's consequences: Comparing values, behaviors,

institutions and organizations across nations. Sage publications.

Hofstede, G. (2006). What did GLOBE really measure? Researchers’ minds versus

respondents’ minds. Journal of International Business Studies, 37(6), 882-896.

Hofstede, G., Minkov, G., & Minkov, Michael. (2010). Cultures and Organizations :
Software of the Mind : Intercultural Cooperation and Its Importance for

Survival / Geert Hofstede, Gert Jan Hofstede, Michael Minkov.

Julio, B., & Yook, Y. (2012). Political uncertainty and corporate investment cycles.

The Journal of Finance, 67(1), 45-83.

Jurado, K., Ludvigson, S. C., & Ng, S. (2015). Measuring uncertainty. American
Economic Review, 105(3), 1177-1216.

Kaganoff, B. C. (1996). 4 dictionary of Jewish names and their history. Jason

Aronson, Incorporated.

Kaplan, S. N., & Zingales, L. (1997). Do investment-cash flow sensitivities provide
useful measures of financing constraints?. The Quarterly Journal of Economics,

112(1), 169-215.

Karolyi, G. A. (2016). The gravity of culture for finance. Journal of Corporate
Finance, 41, 610-625.

Klamer, A. (2013). The values of cultural heritage. In Handbook on the economics

of cultural heritage. Edward Elgar Publishing.

Lang, L., Ofek, E., & Stulz, R. (1996). Leverage, investment, and firm growth.

h A = st



Journal of Financial Economics, 40(1), 3-29.

Lang, L. H., Stulz, R., & Walkling, R. A. (1989). Managerial performance, Tobin's
Q, and the gains from successful tender offers. Journal of Financial Economics,

24(1), 137-154.

Lee, J. M., Hwang, B. H., & Chen, H. (2017). Are founder CEOs more overconfident
than professional CEOs? Evidence from S&P 1500 companies. Strategic

Management Journal, 38(3), 751-769.

Light, . (1984). Immigrant and ethnic enterprise in North America. Ethnic and racial
studies, 7(2), 195-216.

Liu, X. (2016). Corruption culture and corporate misconduct. Journal of Financial

Economics, 122(2), 307-327.

Luiz, J. M. (2015). The impact of ethno-linguistic fractionalization on cultural
measures: Dynamics, endogeneity and modernization. Journal of International

Business Studies, 46(9), 1080-1098.

Malmendier, U., & Tate, G. (2005). CEO overconfidence and corporate
investment. The Journal of Finance, 60(6), 2661-2700.

Malmendier, U., Tate, G., & Yan, J. (2011). Overconfidence and early-life
experiences: the effect of managerial traits on corporate financial policies. The

Journal of finance, 66(5), 1687-1733.

McConnell, J. J., & Servaes, H. (1995). Equity ownership and the two faces of debt.
Journal of Financial Economics, 39(1), 131-157.

Mueller, D. C. (1972). A life cycle theory of the firm. The Journal of Industrial
Economics, 199-219.

Nguyen, D. D., Hagendorff, J., & Eshraghi, A. (2018). Does a CEQO’s cultural

- A = st



heritage affect performance under competitive pressure?. The Review of

Financial Studies, 31(1), 97-141.

Opler, T., Pinkowitz, L., Stulz, R., & Williamson, R. (1999). The determinants and
implications of corporate cash holdings. Journal of Financial Economics, 52(1),

3-46.

Pan, Y., Siegel, S., & Wang, T. Y. (2017). Corporate risk culture. Journal of Financial
and Quantitative Analysis, 52(6), 2327-2367.

Pan, Y., Siegel, S., & Yue Wang, T. (2020). The cultural origin of CEOs’ attitudes
toward uncertainty: Evidence from corporate acquisitions. The Review of

Financial Studies, 33(7), 2977-3030.

Rogers, A. R. (1994). Evolution of time preference by natural selection. The

American Economic Review, 460-481.

Schwartz, S. J., Park, L. J., Huynh, Q. L., Zamboanga, B. L., Umana-Taylor, A. J.,
Lee, R. M., ... & Agocha, V. B. (2012). The American Identity Measure:
Development and validation across ethnic group and immigrant generation.

Identity, 12(2), 93-128.

Shneer, D. (2004). Yiddish and the Creation of Soviet Jewish Culture: 1918-1930.

Cambridge University Press.

Silberstein, L. J., & Cohn, R. L. (Eds.). (1994). The other in Jewish thought and

history: constructions of Jewish culture and identity (Vol. 2). NYU Press.

Thompson, S. B. (2011). Simple formulas for standard errors that cluster by both

firm and time. Journal of Financial Economics, 99(1), 1-10.

Venaik, S., Zhu, Y., & Brewer, P. (2013). Looking into the future: Hofstede long term
orientation versus GLOBE future orientation. Cross Cultural Management: An

International Journal.

ko AT



2B
24

“Pair” & ¢

N AL A

= X

37 A& =Row FAXLE

vrodMs 248 ALY B olF Awxed FA ARE B4

7}

=

o

oF 23 m3Abe) A A3|abe] Aow Y E
3, FAk

o] A3t WA ohet, FTiH O FRA AL AM At I
§ ob71He,

£

o

o|J
=
)
T

A

e
vl
bH

o

fuy

e

A3 AF7E w2 o
1

o

T

3} SPAC) £}

e}

3]AF(0]

&

3|ALE] HIAE =
)

1

=
-

)
71dJA 7=

\=e)
RLI T

°
hs

boh, ey

=
i

At & Tt
S

ol Al Als

U

H A

j=d
-

o
xr
pig

W

v} 4

=

=

#kel 714

o)
T

o]

=

=

Azt 714
218

1

Aol

&

3

O

°f H

=

2 SAE R R RS

=

g v 714
#

o]



=
3
=2
Px
rf
an
=
o
rlr
oX,
e
Q

7}
Z
[oV]

=)

e

34 At (cultural heritage) & ®TE T SA+& 713E AlFsith &
7] Aol w2 Este] AS 7H CEOZF AA stk v+ 7]
TAAES] A7)e dinlste] 1) AEA A ES vl @o] stal 2)

o @ol sty 3) R&D &solx o W v&S A& o

rlo

2

o

A

o
Moo o

o

il

= CEO7} olmA o, 22w CEOZL #9944 wf ol% shA uhet
gt B AT Aste CE0Y AAA Hie] 932 vA: oz @

H7 ge 284 258 EAR eddAr FA8A 449

£

Fool: BARY, AN, wev= A9, 719AFHA AL
(SPAC), 471G, FA| A

8: 2016-30165

219



	1. Equity Financing Through Wholly-owned Subsidiary: Implications for Pyramid Formation
	2. Aligned Incentives of SPAC Sponsors : Evidence from Korean SPACs
	3. CEO의 장기지향성과 투자 의사결정
	References
	국문초록


<startpage>15
1. Equity Financing Through Wholly-owned Subsidiary: Implications for Pyramid Formation 1
2. Aligned Incentives of SPAC Sponsors : Evidence from Korean SPACs 48
3. CEO의 장기지향성과 투자 의사결정 82
References 202
국문초록 218
</body>

