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6. LIMITATONS & POSSIBLE EXTENTIONS 

 

(a). Although we find that there is unexpected negative association between 

the patent-count and stock returns, yet it gives us another opportunity to think over 

this issue. In Taiwan, most of patents are centralized in the Electron industry, which is 

totally 83.55% (38173/45687). Besides, we construct two groups based on whether 

the amount is zero or not. In this way, “the patent premium” is kind of the difference 

of stock returns between one part of the electron companies and the rest of all the 

corporations. It is likely that the characteristic of patents makes the negative 

relationship between explanatory variable and the dependent variable. 

 

(b). In this study, we adopt the amount of patents granted to be the proxy for 

the innovative ability in a firm. However, patents should be judged on quality not 

quantity. We acknowledge that quality of patents, as one item of innovation, is a 

complex concept, making its measurement difficult. 

 

(c). Some more precise measurements for patents except for the number of 

patents have presented in previous studies, such as the number of times a company’s 

previous five years of patents cited in the current year (Current Impact Index), the 

average number of science references cited on the company’s patents (Science 

Linkage), and the median years of U.S. patent references cited on the company’s 

patents (Technology Cycle Time). However, this information above is not common, 

available, and public in Taiwan. 

 

(d). Actually, there are three types of patents defined in Taiwan Patent 

System and each kind of patents has its own legal term. In this study, we count the 
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quantity of patents for each company regardless of the type of patents. It leaves room 

for future research to classify patents into some groups further by their characteristics. 

  

(e). Doukas and Switzer (1992) strongly suggest that value-enhancing R&D 

expenditure announcements are associated with firms with market power; that is, a 

high (low) market responses to R&D when the firm operates in an industry 

characterized by high (low) concentration. As a result, it may call further investigation, 

for the Fama &French-base model, to take the industry issue into consideration.  

 

(f) . In this study, we only sketch the relation between innovation capital and 

stock returns. When referred to intellectual capital, it still comprises of many other 

important components towards one corporation, such as human capital, customer 

capital…and so on. Therefore, it leaves room to extend the Fama & French Model 

(1993) with intangibles-related factors, besides R&D and patents.  

 

(g). From a practical point of view, how the stock market responses to the 

innovative activity across different industries is an interesting issue, especially to 

examine the association between the innovative activity and stock returns with 

partitioning the sample into high-tech and low-tech industries. It leads to open 

discussion of whether the effect of the innovation is the same across different 

industries.  

 

 

 

 

 


