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Abstract 
 

Two essays are comprised in this dissertation to examine the benefits and costs 

of corporate name changes. The empirical investigation on corporate name changes in 

stock market and loan market provide the entirely different insights on the effect of 

corporate name changes. 

With the recent oil price in surge and then crash, I have the opportunity to 

examine whether firms have the incentives to changes their names when oil price 

surge. In the first essay, I examine the wealth effect of corporate name changes 

involving oil-related terms. Following Cooper, Dimitrov and Rau (2001) and Cooper 

et al. (2005), I argue that firms tend to change their name by adding the words “oil” or 

“petroleum” to names when oil price in surge, while deleting the words “oil” or 

“petroleum” to names when oil price in a crash. I also compare the effect of corporate 

name changes between U.S. and Canadian stock market. Consistent with the 

prediction, I provide the evidence that there exists valuation effect of corporate name 

changes involving oil-related terms in U.S. stock market when the recent oil price 

surge. When financial crisis exploded U.S. stock market reacts significant negatively 

to corporate name changes. This is perhaps because investors expect economic 

difficulty caused by the financial crisis, which in turn, would hurt the oil industry and 

high oil price is not expected to be sustainable. On the contrary, relative to U.S. 

market, Canadian stock market has little reaction on the corporate name changes 

regardless of the type of name changes or market condition. This opposite results can 

be attributed to the different economic structure between U.S. and Canadian market.  

In the second essay, I focus on the effect of corporate name changes from the 

perspective of bank loan holders. I examine the cost of corporate name changes in the 

loan contracting. A corporate name changes creates information asymmetry and 
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uncertainty about the future cash flow of a firms. To reduce the increase of credit risk, 

bank loan holders would attempt to enhance the efficient monitoring by tighter 

contracting terms and more concentrated lending structure. Consistent with this 

argument, the empirical results show that loan after name changes have significantly 

higher loan spread, higher probability of being secured, more general covenant 

restrictions and fewer lenders participate in a syndicated loan.  

Following Wu (2010), I categorize corporate name changes into different types 

of name changes and examine whether there is different effect among different types 

of name changes. I find that firms experiencing radical name changes are more likely 

to bear more financing costs. Lastly, I provide the evidence that firms pay higher 

borrowing costs when investors experience a significantly positive reaction from 

stock market through cosmetic name changes, which illustrate the importance of 

banks playing the role of monitoring and controlling borrowers. 
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Chapter Ⅰ 

 
Introduction 

 

Corporate name changes have been common in practice in recent years. From 

1930 to 2009, more than 35% of the firms in the Center for Research in Security 

Prices (CRSP) database changed their corporate names.1 For instance, Standard Oil 

of New Jersey (Esso) changed to Exxon in 1972, Consolidated Foods to Sara Lee in 

1985, International Harvester to Navistar International in 1986, UAL became Allegis 

in 1987 and changed back to UAL Corp. in 1988, Dayton-Hudson to Target in 2000, 

Time Warner and AOL to AOL Time Warner in 2001 and then changing to Time 

Warner in 2003, Andersen Consulting to Accenture in 2001, Benton Oil & Gas Co. to 

Harvest Natural Resource in 2002, KPMG Consulting to BearingPoint in 2002, 

PriceWaterhouseCoopers Consulting (PWC) to Monday in 2002 and quickly changing 

back to PWC in the same year, Tesoro Petroleum Corp to Tesoro Corporation in 2004, 

Apple Computer to Apple in 2007.  

Corporate name changes can be a costly corporate behavior. The direct and 

indirect cost come from a loss of goodwill or public recognition, confusion to 

customers, advertising costs, legal fees, printing of new stationery, business cards, 

signage, packaging and redesigning new logos, which all can amount to hundreds of 

millions of dollars (Liu, 2010). For example, the change from Esso to Exxon costs an 

enormous sum of approximately $200 million (McQuade, 1984); Andersen 

Consulting changed to Accenture at an reported cost of $100 million (Wu, 2010); 

PWC spent $110 million for marketing campaigns and corporate-name consultancy 
                                                       
1  From 1930 to 2009, there are 19,440 listed firms without name changes and 7,220 listed firms that 
made 9,787 name changes.  Among these 7,220 firms, there are 5,353 firms (54.69%) made one 
change, 1,385 firms (14.15%) made two name changes, and 482 firms (4.92%) made more than two 
name changes. 
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(Treadwell, 2003); KPMG Consulting spent $20 to 35 million to change its name to 

BearingPoint (Stuart and Muzellac, 2004); International Harvester changed to 

Navistar at an estimated cost of $13 to 16 million (Bennett 1986), and the change 

from United Airlines to Allegis at an estimated cost of $7.3 million (Koku, 1997). 

However, there are some benefits associated with corporate name changes. A firm’s 

name change can convey the information about the changes of their business lines or 

communicate private information about future prospects with the public (Spence, 

1973; Ferris, 1988; Karpoff and Rankine, 1994). Besides, corporate name changes can 

benefit firms’ current market position and identification (Horsky and Swyngedouw, 

1987; Tadelis, 1999; Kilic and Dursun, 2006).   

With the prevalence of corporate name changes in practice, their impact on the 

welfare of shareholder has attracted market’s attention. The literature in the welfare 

effects of corporate name changes have developed into two sides. The rational 

perspective states that market response to corporate name changes if the corporate 

name changes covey the information about the changes in future expected cash flow 

of a firm. The empirical results in 1980s support the rational perspective. Howe (1982) 

states that under the environment with information asymmetry, firms with good 

quality can benefit from name changes to increase their stock prices, but his empirical 

results show that there is no statistically significant reaction in stock price associated 

with corporate name changes. Horsky and Swyngedouw (1987) argue that a corporate 

name change is merely a signal, and there should be statistically insignificant 

difference between major and minor changes. Besides, Bosch and Hirschey (1989) 

assert that corporate name changes are usually used to create a brand-new corporate 

image and conclude that the valuation effects of a corporate name change are only 

modest and transitory. Karpoff and Rankine (1994) also find that little evidence 
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supports the hypothesis that the announcement of corporate name changes result in 

any reaction in stock price. 

In contrast, a growing body of literature in the irrational perspective argues that 

markets are inefficient and that investors in financial market do not behave rationally 

all the time. Recent empirical evidence using data from the internet bubble period 

support the irrational perspective. Cooper, Dimitrov and Rau (2001) show an 

economically significant positive reaction to the changes of internet–related dotcom 

names from 1998 to 1999 in the U.S. stock market and suggest that this positive 

valuation effect of corporate name changes remains regardless of the industry firms 

involve. Cooper et al. (2005a) document that investors were deceived by companies 

seeking to be disassociated from internet industry by deleting “dotcom”, “dotnet” or 

“internet” from their corporate name changes during 1998-2001 period. In addition, 

Cooper, Gulen and Rau (2005b), Bae and Wang (2009) and Liu (2010) also provide 

empirical evidences to support the irrational perspective and suggest that corporate 

name change effects are associated with investor mania driven by a price pressure in 

the stock market, and managers tend to take advantage of investors sentiment by 

changing corporate names to capture gains.  

The first essay of this dissertation aims at investigating the benefit of corporate 

name changes in equity market. With the recent surges and crash in oil price, I attempt 

to extend these extant literature and examine whether companies tend to add “oil” or 

“petroleum” terms to their names during the recent oil surge and whether the wealth 

effect of corporate name changes exist involving oil-related terms. Following Horsky 

and Swyngedouw (1987), I classify corporate name changes into three subcategories – 

addition versus deletion, major versus minor, and oil-related versus oil-unrelated. I 

examine the effect of corporate name changes associated with the words “oil” or 
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“petroleum” on stock price. I also compare the valuation effect of corporate name 

changes underwent in the U.S. and Canadian stock markets from oil price in surge to 

financial crisis exploded. My findings show that U.S. investors seem to respond more 

enthusiastically to name changes involving oil related terms than Canadian investors 

when oil price surge. However, the positive reaction in U.S. stock market vanished as 

the recent financial crisis exploded. Increasing volatility and uncertainty eliminate the 

optimisms generated by surging oil prices. 

The extant literature and the first essay of this dissertation focus mainly on the 

valuation effect of corporate name changes from the perspective of shareholders, and 

suggest that when market booms, managers have an opportunity to take advantage of 

investor sentiment to benefit from stock price if firm value is undervalued. These 

results are consistent with Almazan, Banerji, and Motta (2008). They argue that the 

discretionary disclosure of corporate information gives managers an opportunity to 

take advantage of investors’ attention when firm is undervalued. Nevertheless, to date, 

there is little literature to investigate the cost of debt associated with corporate name 

changes. A corporate name change implies that the information about reputation, 

operation and future prospect of a firm previous known might be adjusted; therefore, 

prior beliefs about the credit risk and information asymmetry need to be revaluated.  

Modern financial theory suggests that financial institutions play an important role in 

monitoring their borrowers (Leland and Pyle, 1977; Fama, 1985).  Some suggest that 

loan contract reflect the risk and information asymmetry of borrowers.  For instance, 

Rajan and Winston (1995) show that financial institutions use covenants and collateral 

to monitor their borrowers.  Freixas and Rochet (2008) suggest that credit risk is a 

main determinant of loan pricing and higher lending risk result in higher interest rate. 

Graham, Li and Qui (2008) show that corporate behavior changes can increase credit 
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risk and uncertainty regarding firm’s perceived information asymmetry to lenders; to 

mitigate this problem, financial intermediaries, which are more informed than 

investors, can strengthen their monitoring mechanism by increasing loan spreads or 

requiring more restrictions on the loan contracts after corporate behavior changes. 

Therefore, the focus in the second essay is not on the impact of corporate name 

change from the perspective of shareholders, but on the effect of corporate name 

change from the perspective of debt holders. I explore whether corporate names 

changes can increase credit risk and uncertainty regarding firm’s perceived 

information asymmetry to lenders and a cosmetic name change results in borrowers 

face higher loan spreads or bear more non-price restrictions. Following Wu (2010), I 

classify the reasons behind corporate name changes into different categories to study 

which type of name changes is likely to bear the most increase in financing costs.  

My sufficient findings show that because more information asymmetry and 

credit risk driven by corporate name changes negatively affect lenders’ belief in the 

expected future cash flows of a firm, bank lenders increase loan spread and strengthen 

the contract terms after corporate name changes. Moreover, consistent with Wu 

(2010), a firm would bear most increase in financing costs when the firm experiences 

a radical name change. These results provide the evidence that lenders like financial 

intermediaries indeed play an important role in monitoring and controlling borrowers. 

The reminder of this dissertation is organized as follows. Chapter Ⅱ explores the 

wealth effects of oil-related name changes on stock prices: evidence from the U.S. and 

Canadian stock markets. Chapter Ⅲ examine the cost to firms of changing the names. 

Chapter Ⅳ summarize the results of two studies and conclude the dissertation. 
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Chapter Ⅱ 

 
The Wealth Effects of Oil-related Name Changes on Stock Prices: 

Evidence from the U.S. and Canadian Stock Markets 
 

1. Introduction 

The purpose of this chapter is to examine the impact of rising oil prices on 

corporate name change behavior and its impact on the stock returns. The price of 

crude oil was stable and under $30 per barrel before 2004, and a series of economic 

and political events led the price to reach over $60 per barrel by 2005. The oil price 

surpassed $75 in the summer of 2006 and then rise sharply, reaching $90 per barrel by 

the end of 2007 and over $140 per barrel in June 2008. In July 2008 there was a 

dramatic crash in the oil price and declined to $30 per barrel in December 2008. It is 

of interest to examine if the change of oil price has an impact on the stock markets. 

The extant literature focused mainly on the effect of oil price changes on the 

aggregate stock returns (Kilian and Park, 2007). Kilian and Park (2007) show that the 

response of aggregate stock returns may differ depending on whether the increase in 

the price of crude oil is driven by demand or supply shocks in the crude oil market. 

They show that negative stock returns are associated with higher oil prices when 

markets are affected by specific demand shocks that reflect fears about the availability 

of future oil supplies. In contrast, positive shocks to the global aggregate demand for 

industrial commodities can cause both higher oil prices and higher stock prices. They 

also identify the sectors most sensitive to oil market disturbances.  

To the best of my knowledge, remarkable little empirical research has been 

conducted on the impact of oil price surge on corporate behavior. I ask the following 

questions: Do companies tend to add the words “oil” or “petroleum” to their names 
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during the recent oil price surge? If so, what are the valuation effects of name changes 

involving oil related terms? This chapter explores the effect of corporate name 

changes associated with the words “oil” or “petroleum” on stock prices. I also 

compare valuation effects of corporate name changes underwent in the U.S. and 

Canadian stock markets from January 2000 to June 2009.  

The academic literature has found mixed evidence on the valuation effects of 

corporate name changes. Early evidence found no statistically significant valuation 

effects associated with corporate name changes (Howe, 1982, Karpoff and Rankine, 

1994). However, the dot.com phenomenon provides contrasting results. Lee (2001) 

and Cooper, Dimitrov and Rau (2001) documented significant and positive market 

reactions to the changes of internet-related dot.com names. Cooper, Dimitrov, and 

Rau (2001) suggest that effects of corporate name changes are associated with 

investor mania driven by a price pressure induce-bubble in the stock markets. As the 

internet bubble burst, valuation effect of corporate name changes seems remains, but 

operates in a reverse direction. Cooper et al. (2005a) found positive market reaction to 

name changes for firms deleting “dot.com”, “dot.net”, and “internet” from their 

names after the internet crash. They concluded that investors are affected by cosmetic 

changes and managers try to take advantage of investor sentiment by changing 

corporate names. According to the extent literature, I attempt to investigate whether 

there exists the valuation effect of name changes involving oil related terms or 

whether there exists the difference when oil prices goes up or comes down. 

In this study, I examine whether valuation effects of corporate name changes 

related to the oil industry. My study contributes to the current literature in two ways. 

Firstly, most previous studies on the effects of corporate name changes examine 
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sample of firms from different industries.2  As suggested by Koku (1997), aggregation 

bias may be resulted by lumping firms form different industries together. Ignoring the 

industry effects may contaminate empirical results. Koku (1997) examined the impact 

of name changes with a focus on service industry and found positive reactions to 

corporate name changes. There is no study examined the market effects of corporate 

name changes in a single energy industry. I try to fill the gap by examining the effects 

of corporate name changes in the oil industry. The recent surges in oil price provides 

me an opportunity to revisit the claim that managers take advantage of investors’ bias 

by changing corporate names conditional on market condition as reported in Cooper 

et al.(2005). Secondly, I compare the valuation effects of corporate name changes 

between the U.S. and Canadian stock markets. This is the first study directly 

comparing the wealth effects of corporate name changes in the U.S. with another 

market.  

Previous studies mainly examined the U.S. market with the exception of Josev, 

Chan, Faff (2004), Karbhari, Sori and Mohamad (2004), Andrikopoulos et al. (2007) 

and Mase (2009). They show conflicting results on the valuation effects of corporate 

name changes for the Australian, Malaysian and United Kingdom markets, 

respectively. Studies on the valuation effects of corporate name changes in more Non-

U.S. markets are warrant. Many assume that the Canadian market is basically the 

same as the US market due to the geographic proximity and cultural or economic 

integration between the two countries, but this assumption has rarely been examined. 

Except the study by Sati and Douglas (1994), to the best of my knowledge, I am not 

aware of any published research that compares market effects between the U.S. and 

                                                 
2 Lee (2001) controlled for industry effect by including dummy variables in the regression analysis. 
However, no details of the results are provided. It is not clearly how many different industries are 
included in the sample and whether the coefficients of the industry dummies are significant or not. 
Moreover, industry dummy is not likely to mitigate the impact of industry effects completely. 
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Canadian markets.3 It is of interest to examine if investors in these two markets react 

to corporate name changes differently. My results provide insight into the difference 

in investor sentiment between the two markets.  

The results show that stock price reactions to announcements of name changes 

involving oil related terms are significantly from zero, and different between U.S. and 

Canada stock markets. In hot market period, U.S. addition and related name 

change had significantly positive CAR, which is consistent with previous literature. 

While in Financial crisis period, U.S. deletion and unrelated name change 

suffered significantly negative CAR, which can be due to higher uncertainty 

perceived by investors. I find discrepancies between the valuation effects in the U.S. 

and Canadian markets. The results for the Canadian name changes are less significant 

in both periods. U.S. investors seem to respond more enthusiastically to name changes 

involving oil related terms than Canadian investors, and the valuation effects dissipate 

much slower in the U.S. market than in the Canadian market. 

The remainder of the article is organized as follows. Section 2 discusses 

literature and provides hypotheses of valuation effects for corporate name changes. 

Section 3 describes the sample and the event study methodology that I use. Section 4 

presents and discusses the empirical results. Section 5 concludes.  

 

2. Literature review and hypotheses of corporate name changes  

Because corporate name changes are costly and firm names are related to certain 

                                                 
3 Previous studies on the U.S. and Canadian markets mainly focus on the issues of integration or 
segmentation between the two countries. For example, Forester and Karolyi (1995) examined the short-
run cross market dependence in returns and volatility between the U.S. and Canadian markets. Forester 
and Karolyi (1993) investigated the stock price movement of Canadian firms before and after they 
inter-listed in the U.S. They found evidences of some degree of segmentation between the two markets. 
Forester and Karolyi (1998) examined the impact on trading costs of the decision to inter-listed on a 
U.S. exchange. Sati and Douglas (1994) examined the capital market effects of U.S.-Canada GAAP 
differences. 
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qualities of firm performance, it is naturally to ask why do firms change their names. 

Howe (1982) argued that information asymmetries can explain why valuation effects 

of company name changes exist. He showed that in situation of quality uncertainty, 

high quality firms can benefit from name changes to their stock prices. He used event 

study methods to assess name change effects from 1962 to 1980 and concluded that 

no statistically significant valuation effect in the U.S. Bosch and Hirschey (1989) 

were the first to separately examined announcements of major and minor name 

changes. They report that from 1981 to 1985 firms experiencing major name changes 

have significant excess return for the ten days prior to announcement date, while 

minor-name-change firms do not. They also show that these two types of corporate 

name changes have post-announcement performance. They concluded that the 

valuation effects of corporate name changes are only modest and transitory. Karpoff 

and Rankine (1994) examined U.S. corporate name changes from 1979 to 1987 and 

found statistically insignificant stock price effects.  

Recent empirical evidence using data from the internet bubble period shows 

different results. Cooper, Dimitrov, and Rau (2001) document a positive stock price 

reaction to the changes of internet-related dotcom names from 1998 to 1999 and 

suggest that this positive valuation effect of corporate name changes is not transitory 

and remains regardless of the industry firms involve in. Cooper et al. (2005a) show 

that investors were deceived by companies seeking to be disassociated from internet 

industry by deleting “dot.com”, “dot.net” or “internet” from their corporate names 

during the period 1998-2001 and these firms that removed their dotcom names earn a 

64% significantly cumulative abnormal return for the 60 days surrounding name 

change announcements. Cooper, Gulen and Rau (2005b) also find that the valuation 

effect of name changes exists in the mutual fund name changes. Mutual funds tend to 
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change their names to take advantage of current hot investment styles and gain a 

cumulative abnormal flow. In addition, Bae and Wang (2009) examine the wealth 

effects of Chinese firms listed in the U.S. stock exchange from 2002 to 2008 and find 

that these firms tend to add “China” or “Chinese” to their names when Chinese stock 

markets experienced a surge in price. More recently, Liu (2010) examine the 

valuation effect of corporate name changes over 30 years from 1978 to 2008 and finds 

that firms changing their names earn significant abnormal returns of 1.41% for the 

three days around the announcement date especially for smaller and younger firms in 

manufacturing and service industry experiencing major name changes, and 3.58% for 

the 40 days surrounding name change announcements, which supports a positive 

valuation effect of corporate name changes. These studies suggest that corporate name 

change effects are associated with investor mania driven by a price pressure induce-

bubble in the stock markets; and managers take advantage of investor sentiment by 

changing corporate names to capture gains.  

Previous studies show conflicting results of the valuation effects of corporate 

name changes in different countries. For example, Josev, Chan and Faff (2004) 

examined 107 firms underwent corporate name changes from 1995 to 1999 in 

Australia. They found that name changes were associated with a negative impact on 

stock prices in their event periods. Karbhari, Sori and Mohamad (2004) analyzed the 

Kuala Lumpur Stock Exchange between 1984 and 1996, and found corporate name 

changes had no wealth effects on the shareholders of the firms. Andrikopoulos et al. 

(2007) found that corporate name changes in the United Kingdom have negative 

market reaction, and the market reacted slowly to the information content of a name 

change announcement. More recently, Mase (2009) examined the short-term and 

long-term valuation effects of corporate name change in the United Kingdom, and 
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found that firms changing their names performed poorly over 3 years after the name 

change announcement date. Besides, this long-run poor performance was most 

significant amongst firms that changed their name completely.  

I am interested in comparing the valuation effects name changes involving oil 

related terms between the U.S. and Canadian stock markets. Specifically, I test the 

following null hypotheses:  

 

H1: Stock price reactions to announcements of name changes involving oil related 

terms are insignificantly from zero.  

 

A company name change associated with “oil” or “petroleum” provides a signal 

about the firm’s focus on the oil industry. It is of interest to see if the market responds 

to such a signal. I compare valuation effects of corporate name changes between U.S. 

and Canadian firms. This, in turn, gives rise to the following hypothesis.  

 

H2: The magnitude of stock price reaction to announcements of “name changes 

involving oil related terms is the same between U.S. and Canadian stock 

markets.  

 

Market response to corporate name change may not be symmetric across 

different market conditions. Therefore, I compare valuation effects of corporate name 

changes during the hot market period and financial crisis period. This gives rise to the 

following hypothesis.  

 

H3: The magnitude of stock price reaction to announcements of name changes 
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involving oil related terms is the same between the hot market period and 

financial crisis period.  

 

To investigate the valuation effects of different types of name changes, I classify 

corporate name changes into the three categories: (1) adding versus deleting the word 

“oil” or “petroleum”, (2) major versus minor name changes, and (3) resource-related 

versus resource-unrelated name changes. I test the following hypotheses regarding the 

relationship between the valuation effects of corporate name changes and the types of 

name change.  

 

H4: The magnitude of stock price reaction to announcements of company’s name 

changes is the same between companies adding “oil” or “petroleum” to their 

names and companies deleting the words from their names.  

H5: The magnitude of stock price reaction to announcements of name changes 

involving oil related terms is the same between major and minor name 

changes.  

H6: The magnitude of stock price reaction to announcements of name changes is 

the same between resource-related and resource-unrelated name changes.  

 

3.  Data and Methodology 

3.1 Data Description 

The sample consists of companies that changed names in the U.S. and Canadian 

markets from January 2000 to June 2009.  The U.S. companies are traded in the New 

York Stock Exchange (NYSE), American Stock Exchange (AMEX), National 

Association of Securities Dealers Automated Quotation System (NASDAQ), or Over 
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the Counter Bulletin Board (OTCBB).  The Canadian companies are traded in the 

Toronto Stock Exchange (TSX), Venture Exchange (TSX Venture), or NEX Board 

(NEX).  I search for corporate name change events that are associated with the words 

“oil” or “petroleum” from these exchanges and cross check the sample firms with the 

Mergent Event Data.  The initial sample consists of 330 announcements of relevant 

name changes.  Since the information of name changes may be released to the market 

before it is officially announced by the stock exchanges, I also search for news reports 

for relevant name changes.  I consider two choices regarding the announcement day 

(or the event day): (1) the day when stock exchanges announced corporate name 

changes; and (2) the first available day of name changes news in the Factiva database.  

I use the earlier one between these two dates as the event day.   

 

[Insert Table 2.1 here] 

 

Daily stock returns, benchmark indices, and oil price are obtained from 

Datastream.4  I delete 84 name changes due to insufficient price data in the event 

periods; 101 due to concurrent announcement of mergers & acquisitions, divestiture, 

and other major events.  The final sample consists of 107 name changes involving the 

term “oil” or “petroleum.”  Table 2.1 summarizes the information of the sample.  I 

divide the sample firms into three categories based on the firm’s characteristics and 

the nature of name change.  Category 1 separates name changes that add the word 

“oil” or “petroleum” from those that delete oil-related terms.  More than half of the 

107 name changes add the words “oil” or “petroleum” to the corporate name for the 

combined sample.  In the U.S. market, there are more firms adding oil related terms to 

                                                 
4 Market value on Datastream is the share price multiplied by the number of ordinary shares in issue.  I 
use the Datastream North America Oil & Gas price index as market index in the market-adjusted model. 
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their names than deleting those terms (40 vs. 29), Canadian firms show a similar 

pattern (23 vs. 15).   

Category 2 separates major name changes from minor name changes following 

Bosch and Hirschey (1989).  A major name change refers to the case that the new 

corporate name is entirely different from the original name.  A minor name change 

allows investors to identify the association with the original name.  For example, the 

change from Benton Oil & Gas Co. to Harvest Natural Resource represents a major 

name change since the new name is totally different from the original one.  On the 

other hand, the change from Tesoro Petroleum Corp to Tesoro Corporation represents 

a minor name change.  The majority of corporate name changes in the sample firms 

are major changes.  The percentage of major name changes for the combined sample, 

U.S. sample, and Canadian sample is 79 percent, 78 percent, and 81 percent, 

respectively  

Category 3 separates firms in oil-related sectors from firms in oil-unrelated 

sectors.  This classification considers the core business of companies which is based 

on sector specification in Datastream.  If a firm’s core business is not belonging to oil 

and gas producers or oil equipment and service sectors, the firm is in an oil-unrelated 

sector.  For example, Wilshire Oil Company of Texas changed its name to Wilshire 

Enterprise, Inc., according to the sector classification of Datastream, Wilhshire 

Enterprise, Inc. is in the real estate investment and services sector.  Therefore, this 

name change is in the category of oil-unrelated sector’s change.  I hypothesize that if 

a company belong to an oil-related sector, investors are less likely to believe that 

name changes are artificial.  There are more firms in oil-related sectors than those 

from oil-unrelated sectors in both the U.S. and Canadian markets.  

To examine the wealth effects of name changes under different market 
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conditions, I divide the sample into three sub-periods: normal oil market, hot oil 

market, and the financial crisis period.  As shown in Figure 2.1, the crude oil price 

shows a sustainable upward trend started from the first quarter of 2004.  Therefore, I 

choose January 2004 as the cutoff point between normal and hot markets.   While the 

oil price started surging in 2004 and reached its peak on July 2008, I expect the 

financial crisis (from July 2007 to June 2009) would affect investor sentiments and 

thus have impact on investors’ reaction to corporate name changes.  There is no 

consensus on exactly when the recent financial crisis started; however, most agree that 

the crisis exploded in the mid-2007 when Bear Stearns halted redemptions for two of 

its hedge funds.  As the recent recession triggered by the financial crisis was officially 

ended at June 2009, I define the financial crisis period as July 2007-June 2009.5  To 

isolate the potential impact of financial crisis on market reaction to corporate name 

changes, I focus on the hot oil market period that is not overlapped with the financial 

crisis, and thus, end the hot market period at June 2007.  For the combined sample, 

the number of name changes during the normal period is lower than that for the hot 

market period (34 versus 47). More U.S. firms have their name changed during the 

hot market period (35) than the normal period (13), while more Canadian firms 

change their names during the normal period (21) than the hot market period (12).  It 

seems that U.S firms are more likely to capture investor sentiment by changing 

corporate names during the hot market.  Timing market for corporate name changes is 

less evident in the Canadian markets.   

 Figure 2.1 shows the number of name changes adding and deleting the word 

“oil” or “petroleum” together with the trend of crude oil price.  Before the first quarter 

of 2004, I find no particular relations between the number of name changes adding 

                                                 
5 I have employed structure break methodology to choose the cutoff point over the whole period. The 
empirical result is still robust when I use the structure break methodology. 
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and deleting oil-related terms.  However, in the hot market period, the number of 

name changes adding oil-related terms increases substantially and outweighs the 

number of name changes deleting oil related terms.   

 

[Insert Figure 2.1 and Table 2.2 here] 

 

Table 2.2 reports the number of different types of name changes during the 

sampling period.  Panel A of Table 2.2 shows that the number of firms experiencing 

name changes is the largest in 2005 during the sample period.  This may due to the 

fact that oil price is high in 2005 and drops from $77.03 per barrel in the beginning of 

2006 to $56.27 per barrel in November 2006.  There are more name changes with 

addition than deletion of oil-related terms during 2003-2007.  Panel B shows more 

major name changes than minor name changes every year.  Panel C shows that the 

number of oil-related name changes in the U.S. market increases sharply in 2005.  

This indicates that U.S. corporations have an urge to signal their association with the 

oil industry while the oil price is surging; a sign of capturing investor sentiment. 

 

3.2 Methodology 

Standard event study methodology is used in this chapter.  I compute abnormal 

returns in the following ways.  First, for each security i, the market model is used to 

calculate for day t as follows: 

                       titmiiti RR ,,, εβα ++= ,      (1) 

where itR  is the return for firm i on day t and mtR  is the market return using the 

Datastream North America Oil & Gas stock price index from (-120, -16).  I compute 

abnormal returns (AR) for firm i on day t as follows: 
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mtiiitit RRAR βα ˆˆ −−=                         (2) 

I then compute the cumulative abnormal return (CARi) for firm i for various 

event windows from t = j to t = k as 

k

i it
t j

CAR AR
=

= ∑        (3) 

The mean cumulative abnormal return (CAR) of N firms is  

1

N

i
i

CAR
CAR

N
==
∑

       (4) 

The corresponding t-statistics that measure whether the CAR is significantly different 

from zero is 

( )
( )i

CARt CAR
Var CAR

N

= ,      (5) 

 

Where Var(CARi) is the variance of CARi among N firms. 

 I also use a two-sample t-statistics to test whether different CARs in two 

subcategories are equal to each other.  The t-statistic of two-sample mean cumulative 

abnormal return is as follows: 

1 1
2 2
1 2

1 2

S S

S S

S S

CAR CARt
S S
N N

−
=

+
,      (6) 

Where 1SCAR ( 2SCAR ) is the CAR of subcategory 1(subcategory 2), 2
1SS ( 2

2SS ) is the 

variance of CARi in subcategory 1(subcategory 2), and 1SN ( 2SN ) is the number of 

firms in subcategory 1(subcategory 2). 
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4.  Empirical results 

4.1. Wealth effects of corporate name changes involving oil-related terms 

 In estimating abnormal returns around the event day, I exclude firms that have 

no trading volume from day -1 to day +1 relative to the event day to avoid the impact 

of stale trading.  I calculated abnormal returns for seven event windows.  As 

illustrated in Figure 2.1, there are more companies adding “oil” or “petroleum” to 

their names than deleting them during the hot market.  If investors are affected by 

cosmetic changes in corporate names and managers take advantage of investors’ 

irrationality, I expect wealth effects of corporate name changes would be varying 

across different market conditions.  Panels A, B, C, and D of Table 2.3 report the 

abnormal returns during the full sampling period, normal market, hot market, and the 

financial crisis period.  For each time period, I present the results for the combined 

sample, U.S. sample, and the Canadian sample.  .   

 

[Insert Table 2.3 here] 

 

Panel A of Table 2.3 shows no evidence of strong market reaction for the full 

sampling period.  None of the combined sample, the U.S. sample, and the Canadian 

sample illustrates a significant abnormal return on the event date.  These results on the 

event day are aligned with previous results in Howe (1982), Horsky and Swyngedouw 

(1987), Bosch and Hirschey (1989) 6  and Karpoff and Rankine (1994), but are 

inconsistent with those in Lee (2001), Cooper, Dimitrov, and Rau (2001) and Copper 

et al. (2005).  Both the combined sample and the U.S. sample have a significant and 

negative CARs in the (+1, +120) window.  Most of the CARs for the Canadian sample 

                                                 
6 Bosch and Hirschey (1989) find a positive preannouncement effect followed by a negative post-
announcement drift. 
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are negative, but only the one in the (+1, +30) window is statistically significant.  The 

paired-test indicates that the CARs for the Canadian market are significantly lower 

than those for the U.S. market in 3 event windows.  

As shown in Panel B of Table 2.3, when oil prices were relative stable, corporate 

name change failed to induce significant market reaction.  There are no significant 

CARs across all event windows and all samples during the normal market period.   

Panel C of Table 2.3 tells a totally different story for the hot market period.  

There is strong evidence that investors respond positively to corporate name changes 

involving oil-related words when oil price was surging and the recent financial crisis 

has not been exploded.  For the combined sample and the U.S. sample, the abnormal 

return on the event date is significantly positive (6.97% and 7.92% respectively).  The 

positive wealth effect carry over to post-announcement periods; CARs for the 

combined sample are significantly greater than zero in the (+1, +60) and (-15, +60) 

windows.  The U.S sample illustrates an even stronger positive reaction.  The CARs 

for the U.S. sample are significantly positive in six out of seven event windows.  The 

CARs in the pre-event window (-1, -15) for both the combined sample and the U.S. 

sample are also positively significant, this indicates a possible leakage of information 

before the announcement date. The finding for the combined sample and the U.S. 

sample during the hot market period is consistent with the investor mania hypothesis. 

The results for the Canadian market are similar to those during the normal 

market period.  None of the CARs for the Canadian sample is significantly positive; a 

significant and negative CAR is found for the post event window (+1, +120).  This 

result is contrary to the conjecture of investor irrationality during an abnormal market 

condition.  Canadian investors seem not to respond to corporate name change 

involving oil-term names regardless of the market condition.  The pair-t tests show 
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that CARs for the Canadian market are significantly lower than those in the U.S. 

market in five event windows.  It is evident that U.S. investors and Canadian investors 

react to corporate name change involving oil-related terms differently.  

The above results illustrate that investors react positively to corporate name 

changes when oil price surge.  However, when the financial crisis exploded, the 

anxiety of overall financial and economic stability may out weight the positive 

reaction to corporate name change.  Even oil price was continued to surge between 

July 2007 and June 2008, positive market responses are vanished when the period 

(from July 2007 to June 2008) is added to hot market period; this highlights the 

adverse impacts of financial crisis.  

To further assess the impact of financial crisis on the wealth effects of corporate 

name changes, I examine the market reaction during the crisis period (from July 2007 

to June 2009).  The results are shown in Panel D of Table 2.3. 

Panel D show negative and significant CARs for relative long event windows for 

the combined sample and the U.S. sample.  CARs are significantly negative in four 

event windows (+1, +60), (+1, +120), (-15, 60), and (-15, +120).  There are only five 

name changes for the Canadian market, it is not large enough to draw meaningful 

conclusion.  As oil price continued surging between July 2007 and July 2008, the 

negative market reaction found during the financial crisis period implies that overall 

market sentiment dominates the market condition in the oil industry.    

Together with the results for the normal and hot oil market periods, I conclude 

that while oil price surge, investors respond positively to corporate name changes, 

however, the positive reaction vanished as the recent financial crisis exploded.  

Increasing volatility and uncertainty wipe out the optimisms generated by surging oil 

prices.  It is convincible that investors expect economic hardship caused by the 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

23 
 

financial crisis, which in turn, would hurt the oil industry and high oil price is not 

expected to be sustainable. 

Figures 2.4 and 2.5 compare the CARs for the U.S. and Canadian firms during 

the hot market period and the financial crisis period, respectively, In Figures 2.4, the 

CARs for the U.S. sample continue rising after the announcement day.  On the other 

hand, the CARs for the Canadian sample are below zero over a large portion of the 

event window.  

  As shown in Figure 2.5, during the financial crisis period, the CARs for the U.S. 

sample are slightly above zero within a short window around the event date, and then 

show a significant downward drift.   For the Canadian sample, the CARs never rise 

above zero and the downward trend is more acute than that for the U.S. sample.    

 

[Insert Figures 2.2, 2.4 and 2.5 here] 

 

4.1.1 Addition versus deletion of oil-related terms 

 To further explore the impact of corporate name change events, I divided the 

sample into addition and deletion of oil-related terms and the results for various sub-

periods are reported in Table 2.4.  Panel A of Table 2.4 shows that companies adding 

the word “oil” or “petroleum” to their names show significant CARs of 13.5% and 

36.7% in event windows (-15, -1) and (-15, +60) respectively for the combined 

sample.  In contrast, CARs of the deletion sample are negative in four event windows.  

Adding oil-related term seems to provide a positive signal while a deletion conveys 

negative information.        

Market conditions have a great impact on the results.  The significant and 

positive CARs for firms adding oil-related terms exist only during the hot market, in 
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which, CARs are significant in four event windows including the event date.  None of 

the CARs during the normal market and the crisis period are significantly different 

from zero.  Similarly, the negative market responses related to deletion of oil-related 

terms occur only during the crisis period.  The CARs during the crisis period are 

significant negative in five event windows. 

 As for the U.S. firms, Panel B of Table 2.4 shows that adding “oil” or 

“petroleum” to company names have more positive wealth effects than the combined 

sample.  Positive CARs are evident during all sampling periods, except for the 

financial crisis period.  Strongest positive market reactions are found during the hot 

market period, in which, CARs are significantly greater than zero in five event 

windows.  During the normal market, U.S. firms adding oil-related terms to their 

name also show positive market reaction within 2 months after the event date.  The 

results for firms deleting oil-related terms are parallel to those for the combined 

sample.  A deletion of oil-related term is associated with significant and negative 

market reaction during the full sampling period and the financial crisis period.  As 

more than 71% of the 35 U.S. name changes during the hot market period add oil-

related terms, these results are consistent with the conjecture that managers try to 

benefit from investor sentiment by adding oil-related terms to their corporate names 

when the oil market is hot. 

The Canadian sample shows no evident of significant market reaction regardless 

of addition of deletion of oil-related term.  As seen in Panel C of Table 2.4, for the full 

sampling period, Canadian firms adding oil-related term has a marginally significant 

and positive abnormal return on the event day, but it quickly reverts and shows a 

significant CAR in the (+1, +30) window.  Most of the CARs for other periods are 

insignificant. Similar results are found for the deletion cases. 
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Results in Table 2.4 suggest that the U.S. market treats an addition of “oil” 

or ”petroleum” to corporate names as a major signal for post-announcement windows, 

while a deletion of “oil” or ”petroleum” from company names conveys less important 

information.  However the positive effect exists only during hot market period.  

Negative market reactions to deletion of oil-related term are intensified during the 

financial crisis.     

 

[Insert Table 2.4 here] 

 

4.1.2 Major versus minor name changes 

 In Table 2.5, I provide results for major and minor name changes.  A major 

name change refers to the case that the new corporate name is entirely different from 

the original name.  A minor name change allows investors identify the association 

with the original name.  

As Panel A of Table 2.5 shows for the combined sample, major name changes 

yield positive wealth effects only during the hot market period.  In contrast, the CARs 

of major name changes are significantly negative in four event windows during the 

financial crisis period.  Investors do not respond to minor name changes across 

different time periods.  The significant CARs during the hot market and the crisis 

period support the claim that major name changes convey stronger information.  

However, a major name change was received as a positive signal when oil price 

surged, but a negative signal when the financial crisis exploded.  This further indicates 

that the overall market sentiment caused by the financial crisis plays a dominate role 

in determining investors response to corporate name changes.  The U.S. sample shows 

the same pattern of CARs as the combined sample during the hot market period and 
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the financial crisis.  For the full sampling period, positive abnormal returns exist 

before the event date but are following by a negative drift.  Panel C shows that during 

the full sampling period, Canadian firms announcing a major name change has a 

significant and positive abnormal return on the event day, but the positive reaction is 

not sustainable.  The relative sample small size makes it hard to draw conclusion for 

other sampling periods.     

 

[Insert Table 2.5 here] 

 

4.1.3 Oil-related sectors versus oil-unrelated sectors 

Results for firms in the oil-related sectors versus firms in oil-unrelated sectors 

are presented in Table 2.6.  In Panel A of Table 2.6, significant and positive abnormal 

returns are observed for firms in the oil-related sector in the (-15, +60) windows.  The 

price reactions of oil-unrelated firms are weaker; none of the CARs for firms not 

belonging to oil-related sectors are significantly different from zero  

Results for the U.S. sample are similar to those of the combined sample.  

Significant and positive CARs are found in the (+1, 30), (+1, +60) and (-15 to +60) 

windows for oil-related firms. The positive wealth effects for oil-related firms are 

stronger and more persistent during the hot market period.  On the other hand, name 

changes of oil-unrelated firms lead to negative market reaction.  The negative 

responses are more acute during the crisis period.  Results for the U.S. sample are 

parallel to those of the combined sample (see Panel A).   Significant and positive 

market reaction to name changes of oil-related firms are found only during the full 

sampling period and the hot market period, with much stronger results during the hot 

market.  Similarly, negative market responses are found during the full sampling 
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period and the crisis period, with stronger negative CARs in during the financial crisis.  

Panel C further indicate that Canadian investors are not responsive to corporate name 

changes regardless of the nature of name changes.   

 

[Insert Table 2.6 here] 

 
 

4.2 Cross-sectional Regression Analysis 

4.2.1 The Cross-sectional Regression Analysis of CAR 

 In this section I use cross-sectional regression analysis to examine the wealth 

effect of oil-related name changes on stock prices. I construct three cross-sectional 

regressions as follows: 

 

0 0 1 2 1 3 2 4 3 5 6 0 7 0 0 (6)C PCAR D D D D D AVR LMV eβ β β β β β β β= + + + + + + + +  

( 15,60) 0 1 2 1 3 2 4 3 5 6 ( 15,60) 7 ( 15,60) 0 (7)C PCAR D D D D D AVR LMV eβ β β β β β β β− − −= + + + + + + + +  

( 15,120) 0 1 2 1 3 2 4 3 5 6 ( 15,120) 7 ( 15,120) 0 (8)C PCAR D D D D D AVR LMV eβ β β β β β β β− − −= + + + + + + + +  

 

In these three regressions, each observation represents a single oil-related 

corporate name event. The dependent variable is the cumulative abnormal return  

(CAR ) on the event day (in regression (6)), from the 15 days before the event date to 

the 120 days after the event date (in regression (7)), and from the 15 days before the 

event date to the 60 days after the event date (in regression (8)), respectively. To 

examine the wealth effect difference of name changes between U.S. and Canada stock 

markets, I define a dummy variable, CD , which equals one for Canadian firms and 

zero for the U.S. firms. Besides, to examine the wealth effect difference of name 

changes between pre-financial crisis and financial crisis period, I define a dummy 
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variable, pD , which equals one for the period before financial crisis and zero for 

financial crisis period. I also define three dummy variables, 1D , 2D , and 3D . 1D  takes 

the value of one for firm adding the words “oil” or “petroleum” and zero for those 

deleting them. 2D  equals one for major name changes and zero for minor name 

changes. 3D  takes the value of one for oil-related firms and zero for oil-unrelated 

firms. Finally, I include abnormal volume ratio and natural logarithm of the equity 

market value as explanatory variables. 

The results of cross-sectional regressions of CARs on the event day, CARs 

from the 15 days before the event date to the 60 days after the event date, and CARs 

from the 15 days before the event date to the 120 days after the event date is reported 

in Table 2.7, Table 2.8 and Table 2.9, respectively. The result in column 4 of table 2.7 

show that U.S. firms with less abnormal volume and less market value announcing 

major name changes are associated with higher cumulative abnormal return.  

 

[Insert Table 2.7 here] 

 

The results in column 1 and 2 of Table 2.8 shows that before financial crisis, 

U.S. firms change their name by adding the words “oil” or “petroleum” are associated 

with higher cumulative abnormal return. In column 3 of Table 2.8 shows that Canada 

firms change their name before financial crisis are associated with higher cumulative 

abnormal return. The results in Table 2.9 show the similar result with Table 2.8. These 

results of cross-sectional regression are consistent with preceding results in section 

4.1. 

[Insert Table 2.8 here] 

[Insert Table 2.9 here] 
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4.2.2 The Cross-sectional Regression Analysis of Buy-and-Hold Return (BHR) 

In this section, I formally test whether the valuation effect of Oil-related name 

changes on stock performance exists after controlling for firm risk and firm 

characteristics in a multivariate regression framework. First, I compute the cumulative 

return performances (Buy-and-Hold Return, BHR) of Oil-name stocks and Non-Oil-

name stocks.7 The Buy-and-Hold Return (BHR) as follows: 

 

1

(1 ) 1 (9)it
t

R
τ

=

⎡ ⎤
+ −⎢ ⎥

⎣ ⎦
∏  

 
where Rit is the daily return of stock i at day t. 

I construct the cross-sectional regressions of Buy-and-Hold Return (BHR) as: 

0 1 2 3 4 5 6 7 0 (10)BHR OilName MV DTA CashFlow MTB Amihud Beta eβ β β β β β β β= + + + + + + + +

 In the cross-section regression analysis, I use Buy-and-Hold Return (BHR) as 

the dependent variable. As for the explanatory variables, I include the Oil-name 

dummy, which equals one if a sample stock is an Oil-name stock, the logarithm of 

market capitalization(MV), which is the product of the stock price and the number of 

shares outstanding at the beginning of each sample period, leverage (DTA), which is 

computed as the ratio of the sum of debt in current liabilities and long-term debt to the 

book value of assets, cash flow, which is measured as operating income before 

depreciation scaled by total assets, market-to-book ratio (MTB), which is the ratio of 

the market value of equity to the book value of assets, Amihud illiquidity measure 

(Amihud), which is computed as the average ratio of the daily absolute return to the 

daily trading volume, and market betas (Beta) with respect to Datastream North 

America Oil & Gas price index. For the firm characteristics variables, I use financial 

                                                 
7 The sample of Non-oil name stocks is a price-matched control group of firms selected from all 
OTCBB, Toronto and TSX Ventures oil-related firms that did not change their names over each of the 
subsample periods. 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

30 
 

statements data as of the fiscal year end of 2000 for the normal market period, 2004 

for the hot market period and 2007 for the financial crisis periods.  

 Table 2.10 presents the results of regression analyses using Buy-and-Hold 

Return (BHR) as the dependent variable.  The first three columns 1 to 3 of Table 2.10 

examine the effect of an Oil-name change on the Buy-and-Hold Return (BHR) for all 

stocks for each of the three sample periods—the normal market, hot market, and 

financial crisis periods, respectively. The columns 4 to 6 of Table 2.10 include US 

stocks, while the columns 7 to 8 of Table 2.10 include Canada stocks. The result in 

column 5 of Table 2.10 shows a significantly positive effect of the Oil-name dummy 

on Buy-and-Hold Return (BHR). The coefficient estimate on the Oil-name dummy is 

0.4669, suggesting that in US stock market Oil-name stocks significantly outperform 

non-China-name stocks towards 50 percentage points during the hot market period. 

However, the result in column 8 of Table 2.10 shows that there is no significant 

difference in Buy-and-Hold Return (BHR) between Oil-name stocks and Non-Oil-

name stocks in Canada stock market. This result is consistent with the foregoing 

empirical results. The wealth effect of corporate name changes is stronger in US stock 

market during there is a surge in oil price. 

 

[Insert Table 2.10 here] 

 

 

5. Conclusions 

I analyze the effects of corporate name changes for a sample of U.S. and 

Canadian firms from January 2000 to June 2009. There are differences between the 

market responses to corporate name changes in the U.S. and Canadian markets. In 
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general, the results show that U.S. companies that changed oil related terms to their 

company names tend to make major name changes, belong to resource-related 

category, and make name changes during the oil price surge. Canadian companies are 

the opposite. With regards to the price reactions, I show that U.S. investors react to 

name change events more positively than those in Canada. I also observe that U.S. 

investors seem to respond more enthusiastically to name changes involving oil related 

terms than Canadian investors. In addition, I find that there is a significant negative 

post-announcement drift for Canadian firms that change their names during the 

sample period. The results for the whole sample period indicate that firms that add 

“oil” or “petroleum” into their corporate names show significant and positive 

abnormal returns, while those deleted “oil” or “petroleum” from their names shows 

negative reaction after the event day. In general, market responses for major name 

changes, changes that adding oil related terms and during the oil hot market are 

stronger in the U.S. market. 

My findings show that there are different market responses among the 

different market conditions. There are no significant CARs across all event windows 

and all samples during the normal market period. Canadian investors seem not to 

respond to corporate name change involving oil-term names regardless of the market 

condition. This might be due to the different economic structure between U.S. and 

Canada. In recently years, Canada becomes a big oil exporter of the world, while U.S. 

is an oil importer.8 I consider that the different structure in oil industry between US 

and Canada that perhaps could explain why investors in Canadian market have less 

investor mania (insignificant CAR) than those in U.S. stock market. Only the U.S. 

market shows a significant and positive abnormal return on the event day; a more 
                                                 
8 Until the end of 2009, the percentage of the number of listed firms in oil-related industry to the 
number of total listed firms in the NYSE and NASDAQ market is 6%, while the percentage in Toronto 
and TSX Ventures is more than 50%.  
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positive response during the hot market period; and a stronger response to major name 

changes and changes adding oil related terms. The finding for the U.S. sample during 

the hot market period is consistent with the investor mania hypothesis. However, the 

U.S. stock market responses negatively to resource-unrelated name changes during 

financial crisis period. The results for the hot oil market periods show that when oil 

price surge, investors respond positively to corporate name changes, however, the 

positive reaction vanished as the recent financial crisis exploded.  Increasing volatility 

and uncertainty eliminate the optimisms generated by surging oil prices.  It is 

convincible that investors expect economic hardship caused by the financial crisis, 

which in turn, would hurt the oil industry and high oil price is not expected to be 

sustainable. 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

33 
 

Table 2.1: Data Description 
This table describes the sample companies that changed their names involving the words “oil” or “petroleum” from January 2000 

to June 2009.  Firms are divided into four subcategories.  Category 1: firms adding “oil” and “petroleum” to their names versus 

firms deleting “oil” and “petroleum” from their names.  Category 2: major versus minor name changes.  Category 3: oil-related 

firms versus oil-unrelated firms.  Category 4: Normal market period (from January 2000 to December 2003), Hot market period 

(from January 2004 to June 2007) and Financial crisis period (from July 2007 to June 2009). 

 

  Sub-categories All U.S. Canada
Initial number of firms in sample  330 181 149 
Delete due to merge and acquisition 
or other corporate events   

101 
 

42 
 

59 
Delete due to lack of price or 
volume data 

 
 

 
84 

 
36 

 
48 

Delete market value equals zero  7 7 0 

Delete new and old name both with 
“oil” or “petroleum”   31 27 4 

Total number of remaining firms  107 69 38 

Category 1 Additions 63 40 23 
Deletions 44 29 15 

Category 2 Major 
Minor 

85 
22 

58 
11 

27 
11 

Category 3 Oil-related 
Oil-unrelated 

83 
24 

47 
22 

36 
2 

Sub-sample periods 
Normal market period 34 13 21 
Hot market period 47 35 12 
Financial crisis period 26 21 5 
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Table 2.2: Occurrences and Characteristics of Name Changes 

Panel A, Panel B and Panel C contain the distribution of announcement dates over time and across firm category types for “oil” 

or “petroleum” additions and deletions, major name change and minor name change, and oil-related name change and oil-

unrelated name change, respectively.  A “minor” name change is one for which a firm merely adds or drops an “oil” or 

“petroleum” from its name.  A “major” name change is one for which the firm not only adds or drops an “oil” or “petroleum” 

from its name but also changes its name completely. 

Panel A: Additions/Deletions 
Year Additions Deletions 

All firms U.S. Canada All firms U.S. Canada 
2000 2 0 2 6 3 3 
2001 2 0 2 3 2 1 
2002 4 2 2 4 1 3 
2003 8 3 5 5 2 3 
2004 11 7 4 3 2 1 
2005 12 9 3 8 7 1 
2006 7 6 1 1 1 0 
2007 9 6 3 4 3 1 
2008 6 5 1 8 6 2 
2009Q2 2 2 0 2 2 0 
Panel B: Major name change / Minor name change 
Year Major name change Minor name change 

All firms U.S. Canada All firms U.S. Canada 
2000 8 3 5 0 0 0 
2001 3 1 2 2 1 1 
2002 5 3 2 3 0 3 
2003 10 4 6 3 1 2 
2004 10 8 2 4 1 3 
2005 16 12 4 4 4 0 
2006 5 5 0 3 2 1 
2007 10 7 3 3 2 1 
2008 14 11 3 0 0 0 
2009 Q2 4 4 0 0 0 0 
Panel C: Oil-related/Oil-unrelated 
Year Oil-related name change Oil-unrelated name change 

All firms U.S. Canada All firms U.S. Canada 
2000 6 1 5 2 2 0 
2001 4 2 2 1 0 1 
2002 8 3 5 0 0 0 
2003 11 3 8 2 2 0 
2004 12 8 4 2 1 1 
2005 15 11 4 5 5 0 
2006 7 6 1 1 1 0 
2007 11 7 4 2 2 0 
2008 8 5 3 6 6 0 
2009 Q2 1 1 0 3 3 0 
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Table 2.3: Analysis of CARs for the combined sample and three sub-samples 

This table reports market-adjusted cumulative abnormal returns (CARs).  The CARs are calculated for various event periods for 

corporate names changes associated with the words “oil” or “petroleum” from January 2000 to June 2009.  Each cell reports the 

average CAR for the respective event periods.  T statistics are reported in parentheses.  ***, **, and * indicate that the coefficient 

is significant at the 1%, 5%, and 10 level, respectively.  Panel A shows the results for the combined sample period; Panels B, C 

and D show the results for the Normal market period, Hot market period and Financial crisis period, respectively. I report p-

values for test of the null hypothesis of equality of means across firm categories using paired t test. 
 

   Panel A: Combined sample (from January 2000 to June 2009) 
    Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
All 107 0.0782 0.0440 0.0134 -0.0216 -0.2450** 0.1006 -0.1228 
  (1.45) (1.31) (0.24) (-0.29) (-2.15) (0.92) (-0.85) 
U.S. 69 0.1333* 0.0644 0.0826 0.0273 -0.2875* 0.2250 -0.0899 
  (1.69) (1.37) (1.04) (0.25) (-1.73) (1.40) (-0.42) 
Canada 38 -0.0219 0.0071 -0.1122* -0.1103 -0.1677 -0.1251 -0.1825 
  (-0.47) (0.17) (-1.91) (-1.49) (-1.55) (-1.36) (-1.48) 
    Event Period 
Paired-t test U.S. 1 2 3 4 5 6 7 
  Canada -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
  T-statistic -1.69* -0.92 -1.97** -1.05 0.60 -1.89* -0.37 
  p-value 0.0934 0.3600 0.0511 0.2978 0.5479 0.0612 0.7086 
  Panel B: Normal market period (from January 2000 to December 2003) 
    Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
All 34 0.0172 0.0379 0.0798 0.0439 0.0235 0.0990 0.0786 
  (0.30) (0.41) (0.94) (0.38) (0.13) (0.60) (0.36) 
U.S. 13 0.1137 0.1322 0.2904 0.2320 0.1837 0.4780 0.4297 
  (1.02) (0.61) (1.78) (0.85) (0.43) (1.28) (0.85) 
Canada 21 -0.0426 -0.0205 -0.0506 -0.0725 -0.0756 -0.1356 -0.1387 
  (-0.68) (-0.28) (-0.61) (-0.85) (-0.60) (-1.18) (-0.84) 
    Event Period 
Paired-t test U.S. 1 2 3 4 5 6 7 
  Canada -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
  T-statistic -1.32 -0.80 -2.06** -1.28 -0.71 -1.88* -1.27 
  p-value 0.1965 0.4324 0.0480 0.2109 0.4849 0.0695 0.2137 
   Panel C: Hot market period (from January 2004 to June 2007) 
    Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
All 47 0.2050*** 0.0697** 0.0635 0.1881** -0.0264 0.4628*** 0.2484 
  (2.77) (2.04) (0.93) (2.07) (-0.20) (3.35) (1.46) 
U.S. 35 0.2470*** 0.0792* 0.1340 0.2718** 0.0985 0.5980*** 0.4247* 
  (2.55) (1.75) (1.65) (2.54) (0.62) (3.49) (2.02) 
Canada 12 0.0826 0.0421 -0.1422 -0.0562 -0.3907* 0.0685 -0.2660 
  (1.44) (1.77) (-1.32) (-0.36) (-1.93) (0.40) (-1.28) 
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    Event Period 
Paired-t test U.S. 1 2 3 4 5 6 7 
  Canada -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
  T-statistic -1.46 -0.72 -2.05* -1.73* -1.90* -2.18** -2.33** 
  p-value 0.1512 0.4722 0.0517 0.0974 0.0687 0.0367 0.0258 
   Panel D: Financial crisis period (from July 2007 to June 2009) 
    Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
All 26 -0.0713 0.0056 -0.1640 -0.4862** -0.9913*** -0.5519* -1.0570*** 
  (-0.46) (0.21) (-1.04) (-2.60) (-3.40) (-2.06) (-2.85) 
U.S. 21 -0.0441 -0.0024 -0.1319 -0.5070** -1.2227*** -0.5534* -1.2691*** 
  (-0.23) (-0.07) (-0.68) (-2.23) (-3.70) (-1.68) (-2.90) 
Canada 5 -0.1858 0.0392 -0.2988** -0.3987 -0.0193 -0.5453* -0.1659 
  (-1.02) (0.93) (-3.87) (-1.91) (-0.05) (-2.41) (-0.38) 
    Event Period 
Paired-t test U.S. 1 2 3 4 5 6 7 
  Canada -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
  T-statistic -0.54 0.78 -0.80 0.35 2.23* 0.02 1.78* 
  p-value 0.5975 0.4533 0.4334 0.7305 0.0506 0.9839 0.0986 
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Table 2.4: Analysis of CARs of subcategory 1: additions versus deletions of “oil” 
related terms 

This table reports market-adjusted cumulative abnormal returns (CARs) for Category 1: firms adding “oil” and “petroleum” to 

their names versus firms deleting “oil” and “petroleum” from their names.  The CARs are calculated for various event periods 

from January 2000 to June 2009.  Each cell reports the average CAR across all firms for the respective event periods.  T statistics 

are reported in parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively. 

Panel A reports the results for the combined sample; Panel B reports the results for the U.S. sample; and Panel C reports the 

results for the Canadian sample. I report p-values for test of the null hypothesis of equality of mean across firm categories using 

paired t test. 
 

     Panel A: Combined sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Additions         
Combined sample 63 0.1350* 0.0681 0.0990 0.1641 -0.0022 0.3672** 0.2009 
  (1.66) (1.39) (1.23) (1.59) (-0.02) (2.32) (1.07) 
Normal market 16 -0.0196 0.0789 0.1503 0.2492 0.3364 0.3086 0.3958 
  (-0.61) (0.45) (1.01) (1.38) (1.33) (0.99) (1.00) 
Hot market  35 0.2413** 0.0844** 0.0683 0.2482** -0.0467 0.5739*** 0.2791 
  (2.57) (2.03) (0.76) (2.11) (-0.27) (3.26) (1.27) 
Crisis period 12 0.0308 0.0062 0.1198 -0.1945 -0.3241 -0.1576 -0.2872 
  (0.09) (0.35) (0.43) (-0.57) (-0.85) (-0.32) (-0.53) 
Deletions         
Combined sample 44 -0.0031 0.0096 -0.1091 -0.2875*** -0.5926*** -0.2810** -0.5861***
  (-0.05) (0.23) (-1.57) (-3.06) (-3.18) (-2.34) (-2.79) 
Normal market 18 0.0499 0.0014 0.0171 -0.1386 -0.2546 -0.0873 -0.2033 
  (0.47) (0.02) (0.19) (-0.97) (-1.08) (-0.62) (-0.98) 
Hot market  12 0.0991 0.0270 0.0495 0.0127 0.0327 0.1388 0.1588 
  (1.05) (0.46) (0.80) (0.16) (0.22) (0.97) (0.83) 
Crisis period 14 -0.1588 0.0051 -0.4072** -0.7362*** -1.5631*** -0.8899*** -1.7168***
  (-1.75) (0.10) (-2.68) (-4.33) (-4.14) (-3.69) (-3.75) 
Paired-t test - Additions v.s. Deletions       
Combined sample 0.1729 0.3647 0.0524* 0.0016*** 0.0123** 0.0015*** 0.0063*** 
Normal market 0.5417 0.6942 0.4522 0.1030 0.0964 0.2579 0.1947 
Hot market  0.2920 0.4349 0.8633 0.1076 0.7257 0.0626* 0.6831 
Crisis period 0.5551 0.9853 0.0963* 0.1517 0.0311** 0.1785 0.0526** 
     Panel B: U.S. sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Additions         
Combined sample 40 0.2150* 0.0901 0.2361** 0.2898* 0.0418 0.5949** 0.3470 
  (1.75) (1.17) (2.03) (1.90) (0.21) (2.52) (1.23) 
Normal market 5 -0.0658 0.2074 0.7519* 0.9509* 1.0801 1.0926 1.2217 
  (-1.91) (0.35) (2.30) (2.22) (1.61) (1.15) (1.00) 
Hot market  25 0.3059** 0.1031 0.1493* 0.3550** 0.0724 0.7640*** 0.4814 
  (2.40) (1.80) (1.33) (2.46) (0.33) (3.38) (1.68) 
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Crisis period 10 0.1281 -0.0011 0.1951 -0.2036 -0.5536 -0.0766 -0.4266 
  (0.34) (-0.06) (0.59) (-0.49) (-1.33) (-0.13) (-0.68) 
Deletions         
Combined sample 29 0.0206 0.0289 -0.1291 -0.3348** -0.7419*** -0.2853* -0.6924** 
  (0.26) (0.81) (-1.46) (-2.68) (-2.77) (-1.78) (-2.32) 
Normal market 8 0.2259 0.0852 0.0021 -0.2173 -0.3765 0.0939 -0.0654 
  (1.31) (1.57) (0.03) (-0.85) (-0.80) (0.73) (-0.22) 
Hot market  10 0.0997 0.0194 0.0960 0.0639 0.1638 0.1830 0.2829 
  (0.90) (0.28) (1.58) (0.82) (1.24) (1.25) (1.50) 
Crisis period 11 -0.2006 -0.0035 -0.4292** -0.7828*** -1.8309*** -0.9869*** -2.0350***
  (-1.78) (-0.06) (-2.23) (-3.86) (-4.12) (-3.41) (-3.77) 
Paired-t test - Additions v.s. Deletions       
Combined sample 0.1884 0.4728 0.0147** 0.0023*** 0.0224** 0.0030*** 0.0140** 
Normal market 0.1376 0.8474 0.0829* 0.0527** 0.1145 0.3528 0.3599 
Hot market  0.2324 0.3609 0.6780 0.0854* 0.7215 0.0380** 0.5669 
Crisis period 0.3997 0.9718 0.1111 0.2116 0.0507* 0.1742 0.0650* 
     Panel C: Canada sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Additions         
Combined sample 23 -0.0042 0.0298* -0.1395** -0.0545 -0.0788 -0.0289 -0.0532 
  (-0.08) (1.86) (-2.19) (-0.64) (-0.55) (-0.30) (-0.37) 
Normal market 11 0.0014 0.0205 -0.1231 -0.0697 -0.0016 -0.0477 0.0203 
  (0.03) (0.77) (-1.78) (-0.94) (-0.01) (-0.58) (0.13) 
Hot market  10 0.0799 0.0375 -0.1340 -0.0188 -0.3443 0.0986 -0.2269 
  (1.23) (1.66) (-1.04) (-0.10) (-1.45) (0.52) (-0.97) 
Crisis period 2 -0.4560 0.0427 -0.2570 -0.1490 0.8235 -0.5623 0.4102 
  (-1.01) (0.87) (-5.75) (-1.09) (1.40) (-2.12) (0.41) 
Deletions         
Combined sample 15 -0.0490 -0.0278 -0.0703 -0.1959 -0.3039* -0.2726 -0.3807 
  (-0.57) (-0.27) (-0.61) (-1.45) (-1.86) (-1.56) (-1.75) 
Normal market 10 -0.0910 -0.0657 0.0291 -0.0757 -0.1570 -0.2323 -0.3137 
  (-0.73) (-0.43) (0.18) (-0.46) (-0.73) (-1.03) (-1.04) 
Hot market  2 0.0962 0.0652 -0.1829 -0.2435 -0.6227 -0.0821 -0.4613 
  (0.58) (0.56) (-1.27) (-0.81) (-1.91) (-0.14) (-0.76) 
Crisis period 3 -0.0057 0.0368 -0.3267 -0.5651 -0.5811 -0.5340 -0.5500 
  (-0.15) (0.51) (-2.42) (-1.75) (-1.91) (-1.39) (-1.51) 
Paired-t test - Additions v.s. Deletions       
Combined sample 0.6440 0.5002 0.5718 0.3561 0.3165 0.1976 0.1971 
Normal market 0.4772 0.5670 0.3759 0.9733 0.5490 0.4353 0.3268 
Hot market  0.9219 0.6842 0.8750 0.6162 0.6319 0.7160 0.6949 
Crisis period 0.2776 0.9565 0.7209 0.4042 0.0975* 0.9609 0.3533 
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Table 2.5: Analysis of CARs of subcategory 2: major versus minor name changes 
This table reports market-adjusted cumulative abnormal returns (CARs) for subcategory 2: major versus minor name changes. 

The CARs are calculated for various event periods from January 2000 to June 2009. Each cell reports the average CAR across all 

firms for the respective event periods.  T statistics are reported in parentheses.  ***, **, and * indicate that the coefficient is 

significant at the 1%, 5%, and 10 level, respectively.  Panel A reports the results for the combined sample; Panel B reports the 

results for the U.S. sample; and Panel C reports the results for the Canadian sample.  I report p-values for test of the null 

hypothesis of equality of mean across firm categories using paired t test. 
 

     Panel A: Combined sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Major         
Combined sample 85 0.0987 0.0654 0.0093 -0.0681 -0.3186 0.0959 -0.1545 
  (1.49) (1.69) (0.14) (-0.77) (-2.38) (0.73) (-0.89) 
Normal market 26 0.0124 0.0951 0.0760 0.0340 0.0124 0.1415 0.1199 
  (0.17) (0.88) (0.75) (0.22) (0.05) (0.68) (0.43) 
Hot market  35 0.2727*** 0.0902* 0.0749 0.1600 -0.1029 0.5229*** 0.2599 
  (2.92) (1.99) (0.90) (1.64) (-0.71) (3.14) (1.28) 
Crisis period 24 -0.0617 -0.0030 -0.1586 -0.5114** -0.9916*** -0.5761* -1.0562** 
  (-0.37) (-0.11) (-0.93) (-2.54) (-3.18) (-1.99) (-2.66) 
Minor         
Combined sample 22 -0.0009 -0.0384 0.0293 0.1582 0.0394 0.1189 0.0000 
  (-0.02) (-0.60) (0.35) (1.27) (0.21) (0.77) (0.00) 
Normal market 8 0.0328 -0.1482 0.0922 0.0762 0.0598 -0.0392 -0.0556 
  (0.39) (-0.85) (0.60) (0.92) (0.43) (-0.20) (-0.22) 
Hot market  12 0.0076 0.0102 0.0304 0.2698 0.1969 0.2876 0.2147 
  (0.10) (0.61) (0.26) (1.23) (0.66) (1.17) (0.67) 
Crisis period 2 -0.1871 0.1088 -0.2289 -0.1831 -0.9876 -0.2614 -1.0659 
  (-1.44) (1.55) (-1.35) (-1.45) (-1.13) (-0.80) (-0.99) 
Paired-t test - Major v.s. Minor       
Combined sample 0.2467 0.1757 0.8539 0.1462 0.1307 0.9107 0.5826 
Normal market 0.8562 0.2577 0.9308 0.8087 0.8605 0.5306 0.6452 
Hot market  0.0365** 0.1056 0.7578 0.6544 0.3771 0.4357 0.9061 
Crisis period 0.5761 0.3303 0.7846 0.1983 0.9972 0.5215 0.9944 
     Panel B: U.S. sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Major         
Combined sample 58 0.1573* 0.0741 0.0746 -0.0465 -0.3951** 0.1850 -0.1637 
  (1.70) (1.33) (0.80) (-0.38) (-2.12) (1.00) (-0.67) 
Normal market 11 0.1130 0.1444 0.3460* 0.2624 0.2349 0.5197 0.4922 
  (0.85) (0.56) (1.84) (0.81) (0.47) (1.17) (0.82) 
Hot market  27 0.3144** 0.1037* 0.1071 0.1762 -0.0625 0.5943*** 0.3556 
  (2.66) (1.78) (1.05) (1.51) (-0.36) (2.87) (1.41) 
Crisis period 20 -0.0304 -0.0044 -0.1186 -0.5169** -1.1905*** -0.5517 -1.2254** 
  (-0.15) (-0.13) (-0.58) (-2.16) (-3.44) (-1.59) (-2.67) 
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Minor         
Combined sample 11 0.0068 0.0128 0.1247 0.4161* 0.2795 0.4358* 0.2992 
  (0.07) (0.91) (1.41) (2.16) (0.86) (1.83) (0.81) 
Normal market 2 0.1180 0.0653 -0.0148 0.0650** -0.0979 0.2483 0.0855* 
  (4.85) (1.04) (-0.15) (20.84) (-0.98) (2.96) (6.78) 
Hot market  8 0.0195 -0.0035 0.2249** 0.5946** 0.6420* 0.6106* 0.6580 
  (0.16) (-0.35) (2.53) (2.55) (2.01) (2.08) (1.75) 
Crisis period 1 -0.3170 0.0386 -0.3978 -0.3096 -1.8654 -0.5880 -2.1438 
         
Paired-t test - Major v.s. Minor       
Combined sample 0.2548 0.2900 0.6982 0.0565* 0.0899* 0.4140 0.3083 
Normal market 0.9709 0.7705 0.1229 0.5547 0.5301 0.5614 0.5141 
Hot market  0.0923* 0.0801* 0.3928 0.1372 0.0781* 0.9643 0.5139 
Crisis period        
     Panel C: Canada sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Major         
Combined sample 27 -0.0273 0.0465* -0.1309 -0.1146 -0.1542 -0.0954 -0.1349 
  (-0.45) (2.01) (-2.17) (-1.24) (-1.14) (-0.84) (-0.90) 
Normal market 15 -0.0613 0.0590 -0.1220 -0.1335 -0.1508 -0.1359 -0.1532 
  (-0.79) (1.54) (-1.50) (-1.22) (-0.95) (-1.03) (-0.78) 
Hot market  8 0.1320 0.0443 -0.0338 0.1056 -0.2393 0.2819 -0.0630 
  (1.69) (1.53) (-0.28) (0.59) (-0.93) (1.41) (-0.24) 
Crisis period 4 -0.2180 0.0042 -0.3585** -0.4842 0.0034 -0.6979** -0.2104 
  (-0.94) (0.14) (-5.68) (-1.97) (0.01) (-3.24) (-0.37) 
Minor         
Combined sample 11 -0.0087 -0.0897 -0.0662 -0.0997 -0.2008 -0.1981 -0.2992 
  (-0.14) (-0.69) (-0.46) (-0.80) (-1.09) (-1.28) (-1.37) 
Normal market 6 0.0044 -0.2194 0.1279 0.0799 0.1124 -0.1351 -0.1026 
  (0.04) (-0.96) (0.62) (0.71) (0.61) (-0.54) (-0.30) 
Hot market  4 -0.0161 0.0376 -0.3588 -0.3799 -0.6933 -0.3584 -0.6718* 
  (-0.30) (0.79) (-1.92) (-1.48) (-2.26) (-1.62) (-2.54) 
Crisis period 1 -0.0572 0.1790 -0.0599 -0.0566 -0.1099 0.0653 0.0120 
         
Paired-t test - Major v.s. Minor       
Combined sample 0.8312 0.3233 0.6832 0.9239 0.8399 0.5986 0.5425 
Normal market 0.6396 0.2824 0.2978 0.1960 0.2973 0.9978 0.9011 
Hot market  0.1494 0.9085 0.1982 0.1724 0.2941 0.0659* 0.1395 
Crisis period        
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Table 2.6: Analysis of CARs of subcategory 3: oil-related firms versus oil-
unrelated firms 

This table reports market-adjusted cumulative abnormal returns (CARs) for subcategory 3: oil-related firms versus oil-unrelated 

firms.  The CARs are calculated for various event periods from January 2000 to June 2010.  Each cell reports the average CAR 

across all firms for the respective event periods.  T statistics are reported in parentheses.  ***, **, and * indicate that the 

coefficient is significant at the 1%, 5%, and 10 level, respectively.  Panel A reports the results for the combined sample; Panel B 

reports the results for the U.S. sample; and Panel C reports the results for the Canadian sample.  I report p-values for test of the 

null hypothesis of equality of mean across firm categories using paired t test. 
 

     Panel A: Combined sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Oil-related         
Combined sample 83 0.0529 0.0421 0.0874 0.1035 -0.0332 0.1985* 0.0618 
  (1.12) (1.02) (1.58) (1.33) (-0.31) (1.78) (0.44) 
Normal market 29 -0.0155 0.0180 0.0150 0.0317 0.1369 0.0342 0.1393 
  (-0.34) (0.17) (0.19) (0.29) (0.85) (0.18) (0.58) 
Hot market  38 0.1779** 0.0716* 0.1015 0.2548** 0.0006 0.5043*** 0.2500 
  (2.18) (1.97) (1.33) (2.53) (0.00) (3.44) (1.28) 
Crisis period 16 -0.1200 0.0156 0.1853 -0.1256 -0.4215 -0.2300 -0.5259 
  (-1.10) (0.81) (1.04) (-0.50) (-1.44) (-0.83) (-1.64) 
Oil-unrelated         
Combined sample 24 0.1657 0.0508 -0.2425 -0.4542** -0.9776*** -0.2377 -0.7610* 
  (0.93) (1.06) (-1.62) (-2.60) (-3.13) (-0.81) (-1.87) 
Normal market 5 0.2071 0.1531 0.4555 0.1146 -0.6340 0.4749 -0.2737 
  (0.67) (1.99) (1.33) (0.22) (-0.83) (1.88) (-0.51) 
Hot market  9 0.3195 0.0621 -0.0967 -0.0939 -0.1403 0.2878 0.2413 
  (1.79) (0.64) (-0.65) (-0.48) (-0.51) (0.74) (0.67) 
Crisis period 10 0.0066 -0.0104 -0.7228*** -1.0630*** -1.9029*** -1.0668* -1.9067** 
  (0.02) (-0.16) (-3.67) (-6.57) (-3.91) (-2.07) (-2.48) 
Paired-t test - Oil-related v.s. Oil-unrelated     
Combined sample 0.3845 0.9136 0.0130** 0.0016*** 0.0004*** 0.0966* 0.0169** 
Normal market 0.1795 0.6137 0.0637* 0.8063 0.1247 0.3512 0.5140 
Hot market  0.4572 0.9147 0.2578 0.1325 0.6786 0.5438 0.9842 
Crisis period 0.7011 0.6496 0.0029*** 0.0113* 0.0103** 0.1316 0.0690* 
     Panel B: U.S. sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Oil-related         
Combined sample 47 0.1077 0.0721 0.2350*** 0.2653** 0.0239 0.4451** 0.2037 
  (1.45) (1.11) (2.90) (2.21) (0.14) (2.55) (0.90) 
Normal market 9 0.0165 0.1052 0.1914 0.3164 0.4697 0.4381 0.5914 
  (0.47) (0.33) (1.29) (1.09) (1.04) (0.82) (0.84) 
Hot market  27 0.2188* 0.0884* 0.1801* 0.3570*** 0.1312 0.6641*** 0.4383* 
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  (1.95) (1.76) (1.88) (2.92) (0.69) (3.58) (1.74) 
Crisis period 11 -0.0901 0.0049 0.4054 -0.0015 -0.6043 -0.0868 -0.6895 
  (-0.64) (0.23) (1.77) (0.00) (-1.60) (-0.22) (-1.63) 
Oil-unrelated         
Combined sample 22 0.1879 0.0479 -0.2430 -0.4812** -0.9529** -0.2453 -0.7170 
  (0.97) (0.92) (-1.51) (-2.58) (-2.79) (-0.76) (-1.62) 
Normal market 4 0.3326 0.1929 0.5134 0.0422 -0.4599 0.5677 0.0657 
  (0.92) (2.27) (1.18) (0.06) (-0.48) (1.87) (0.12) 
Hot market  8 0.3422 0.0483 -0.0215 -0.0156 -0.0118 0.3750 0.3787 
  (1.70) (0.44) (-0.15) (-0.08) (-0.04) (0.87) (1.00) 
Crisis period 10 0.0066 -0.0104 -0.7228*** -1.0630*** -1.9029*** -1.0668* -1.9067** 
  (0.02) (-0.16) (-3.67) (-6.57) (-3.91) (-2.07) (-2.48) 
Paired-t test - Oil-related v.s. Oil-unrelated      
Combined sample 0.6395 0.8122 0.0042*** 0.0010*** 0.0054*** 0.0442** 0.0444** 
Normal market 0.2040 0.8606 0.3850 0.6617 0.3327 0.8811 0.6523 
Hot market  0.5997 0.7167 0.3042 0.1468 0.7109 0.4867 0.9075 
Crisis period 0.8059 0.8187 0.0015*** 0.0154** 0.0465** 0.1418 0.1712 
     Panel C: Canada sample 
   Event Period 
  1 2 3 4 5 6 7 
Subcategory N -15 to -1 0 +1 to +30 +1 to +60 +1 to +120 -15 to +60 -15 to +120
Oil-related         
Combined sample 36 -0.0187 0.0029 -0.1053 -0.1077 -0.1076 -0.1235 -0.1235 
  (-0.39) (0.07) (-1.78) (-1.44) (-1.02) (-1.28) (-1.02) 
Normal market 20 -0.0299 -0.0213 -0.0644 -0.0964 -0.0129 -0.1476 -0.0641 
  (-0.46) (-0.28) (-0.74) (-1.11) (-0.11) (-1.23) (-0.41) 
Hot market  11 0.0776 0.0303 -0.0916 0.0041 -0.3200 0.1120 -0.2121 
  (1.24) (1.34) (-0.88) (0.03) (-1.54) (0.61) (-0.96) 
Crisis period 5 -0.1858 0.0392 -0.2988** -0.3987 -0.0193 -0.5453* -0.1659 
  (-1.02) (0.93) (-3.87) (-1.91) (-0.05) (-2.41) (-0.38) 
Oil-unrelated         
Combined sample 2 -0.0785 0.0831 -0.2370 -0.1580 -1.2492** -0.1534 -1.2446 
  (-0.36) (0.93) (-0.51) (-0.28) (-15.39) (-0.60) (-3.22) 
Normal market 1 -0.2949 -0.0060 0.2241 0.4043 -1.3303 0.1034 -1.6312 
         
Hot market  1 0.1380 0.1721 -0.6981 -0.7202 -1.1680 -0.4101 -0.8579 
         
Crisis period 0        
         
Paired-t test - Oil-related v.s. Oil-unrelated      
Combined sample 0.7782  0.6684  0.6230  0.8815  0.0165  0.9432  0.0400  
Normal market        
Hot market         
Crisis period        
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Table 2.7: Cross-sectional regressions of CAR on the event day: 

This table reports results of following regression: 0 0 1 2 1 3 2 4 3 5 6 0 7 0 0C PCAR D D D D D AVR LMV eβ β β β β β β β= + + + + + + + + .   

The CAR0 is the abnormal return on the event day for companies that undergo a name change.  Dc is equal to one for Canadian firms (Canada) and zero for the U.S. firms (U.S.).  D1 is equal to one for name changes that adding the words “oil” 

or “petroleum” and zero for those deleting them.  D2 is equal to one for major name changes and zero for minor name changes.  D3 is equal to one for oil-related firms and zero for oil-unrelated firms.  Dp is equal to one for changes in the period 

before financial crisis (from January 2000 to June 2007) (Pre-Crisis) and zero for financial crisis period (from July 2007 to June 2009) (Post-Crisis). AVR0 is the abnormal volume ratio on the event day.  LMV0 is the natural logarithm of the 

equity market value on the event day.  Each cell reports the average abnormal volume across all firms for the respective event windows. T statistics are reported in parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 

5%, and 10 level, respectively.  
 [1] [2](U.S.) [3](Canada) [4](Pre-Crisis) [5](Post-Crisis) [6](Pre-Crisis*U.S.) [7](Pre-Crisis*Canada) [8](Post-Crisis*U.S.) 
Intercept -0.0503 -0.0546 -0.0700 0.0509 0.0593 0.1564 -0.0327 -0.0264 
 (-0.44) (-0.35) (-0.29) (0.40) (0.49) (0.86) (-0.16) (-0.16) 
Dc -0.0992   -0.1536* -0.0080    
 (-1.42)   (-1.88) (-0.10)    
D1 0.0763 0.0853 0.0708 0.0483 0.0559 -0.0595 0.0676 0.0426 
 (1.08) (0.82) (0.81) (0.56) (0.71) (-0.41) (0.69) (0.36) 
D2 0.1315 0.1155 0.1714* 0.1833** -0.0764 0.1378 0.1062 0.0098 
 (1.65) (0.95) (1.73) (2.02) (-0.72) (0.97) (0.86) (0.06) 
D3 -0.0172 -0.0163 -0.1397 0.0294 -0.0882 0.1235 -0.1594 -0.0744 
 (-0.19) (-0.15) (-0.74) (0.26) (-0.98) (0.83) (-0.80) (-0.65) 
DP 0.0840 0.1468 0.0311     0.0000 
 (1.07) (1.45) (0.23)      
AVR0 -0.0003*** -0.0003*** 0.0014 -0.0004*** -0.0001 -0.0004*** 0.0071 -0.0002 
 (-4.64) (-4.38) (1.48) (-4.76) (-1.08) (-4.38) (1.26) (-0.90) 
LMV0 -0.0139 -0.0276 -0.0022 -0.0358** 0.0277** -0.0670*** 0.0025 0.0304** 
 (-1.14) (-1.61) (-0.12) (-2.34) (2.44) (-2.75) (0.12) (2.31) 
Adj R2 0.2304  0.3010  0.1459  0.3113  0.3087  0.4004  0.1647  0.3031  
N 93 56 31 70 17 38 27 13 
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Table 2.8: Cross-sectional regressions of CAR (-15, +60): 
This table reports results of following regression: ( 15,60) 0 1 2 1 3 2 4 3 5 6 ( 15,60) 7 ( 15,60) 0C PCAR D D D D D AVR LMV eβ β β β β β β β− − −= + + + + + + + + .   

The CAR (-15, 60) is the abnormal return from the 15 days before the event date to the 60 days after the event date for companies that undergo a name change. Dc is equal to one for Canadian firms (Canada) and zero for the U.S. firms (U.S.).  D1 

is equal to one for name changes that adding the words “oil” or “petroleum” and zero for those deleting them.  D2 is equal to one for major name changes and zero for minor name changes.  D3 is equal to one for oil-related firms and zero for 

oil-unrelated firms.  Dp is equal to one for changes in the period before financial crisis (from January 2000 to June 2007) (Pre-Crisis) and zero for financial crisis period (from July 2007 to June 2009) (Post-Crisis).  AVR (-15, 60) is the abnormal 

volume ratio from the 15 days before the event date to the 60 days after the event date. LMV(-15, 60) is the natural logarithm of the equity market value from the 15 days before the event date to the 60 days after the event date. Each cell reports 

the average abnormal volume across all firms for the respective event windows. T statistics are reported in parentheses. ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively.  

 [1] [2] (U.S.) [3](Canada) [4](Pre-Crisis) [5](Post-Crisis) [6](Pre-Crisis*U.S.) [7](Pre-Crisis*Canada) Model_8(Post-Crisis*U) 
Intercept -0.8540** -0.8700 -1.1328** 0.3486 -1.9403* 0.6669 -0.4081 -2.0551 
 (-2.37) (-1.63) (-2.21) (1.10) (-1.74) (1.42) (-0.96) (-1.34) 
Dc -0.6006***   -0.6904*** -1.1628 0.0000 0.0000 0.0000 
 (-2.69)   (-3.30) (-1.49)    
D1 0.5082** 0.7165** 0.2279 0.3913* -0.3930 0.3995 0.2129 -0.9285 
 (2.33) (2.15) (1.23) (1.78) (-0.57) (1.09) (1.05) (-0.90) 
D2 0.0187 -0.0767 0.1340 0.0816 0.4249 -0.1979 0.0507 0.5146 
 (0.07) (-0.18) (0.64) (0.35) (0.43) (-0.52) (0.20) (0.35) 
D3 0.2837 0.2168 -0.0134 0.1509 1.0630 0.2086 -0.0416 1.3431 
 (1.05) (0.61) (-0.03) (0.54) (1.39) (0.56) (-0.10) (1.48) 
DP 0.8442*** 0.9609*** 0.7155**  0.0000 0.0000 0.0000 0.0000 
 (3.45) (2.89) (2.43)      
AVR (-15, 60) -0.0002 -0.0002 0.0032 -0.0003 0.0004 -0.0003 0.0104 0.0006 
 (-0.80) (-0.86) (1.54) (-1.51) (0.31) (-1.40) (0.87) (0.41) 
LMV(-15, 60) 0.0036 -0.0199 0.0431 -0.0693* 0.2789** -0.1271** 0.0522 0.3352** 
 (0.10) (-0.38) (1.09) (-1.87) (2.21) (-2.27) (1.20) (2.26) 
Adj R2 0.2252 0.2438 0.2294 0.2209 0.3557 0.2152 0.1333 0.3968 
N 99 62 31 74 19 42 27 15 
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Table 2.9: Cross-sectional regressions of CAR (-15, +120): 
This table reports results of following regression: ( 15,120) 0 1 2 1 3 2 4 3 5 6 ( 15,120) 7 ( 15,120) 0C PCAR D D D D D AVR LMV eβ β β β β β β β− − −= + + + + + + + + .   

The CAR (-15, 120) is the abnormal return from the 15 days before the event date to the 120 days after the event date for companies that undergo a name change. Dc is equal to one for Canadian firms (Canada) and zero for the U.S. firms (U.S.).  D1 

is equal to one for name changes that adding the words “oil” or “petroleum” and zero for those deleting them.  D2 is equal to one for major name changes and zero for minor name changes.  D3 is equal to one for oil-related firms and zero for 

oil-unrelated firms.  Dp is equal to one for changes in the period before financial crisis (from January 2000 to June 2007) (Pre-Crisis) and zero for financial crisis period (from July 2007 to June 2009) (Post-Crisis).  AVR (-15, 120) is the abnormal 

volume ratio from the 15 days before the event date to the 120 days after the event date. LMV(-15, 120) is the natural logarithm of the equity market value from the 15 days before the event date to the 120 days after the event date. Each cell reports 

the average abnormal volume across all firms for the respective event windows. T statistics are reported in parentheses. ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively.  
 [1] [2](U.S.) [3](Canada) [4](Pre-Crisis) [5](Post-Crisis) [6](Pre-Crisis*U.S.) [7](Pre-Crisis*Canada) [8](Post-Crisis*U.S.) 
Intercept -1.7689*** -1.9260*** -1.7722** 0.0473 -4.1187*** 0.4948 -1.4786*** -4.2156** 
 (-3.75) (-2.78) (-2.57) (0.11) (-3.23) (0.74) (-2.95) (-2.57) 
Dc -0.4593   -0.7153** -0.4784 0.0000 0.0000 0.0000 
 (-1.57)   (-2.54) (-0.52)    
D1 0.6156** 0.8823** 0.3196 0.3616 -0.2275 0.4172 0.1791 -1.1170 
 (2.17) (2.05) (1.29) (1.23) (-0.29) (0.83) (0.74) (-1.02) 
D2 -0.0045 -0.0289 0.0206 -0.0144 1.4773 -0.2838 -0.2278 1.5613 
 (-0.01) (-0.05) (0.07) (-0.05) (1.30) (-0.53) (-0.76) (1.00) 
D3 0.4376 0.1895 0.9937* 0.3071 1.2151 0.1357 0.9150* 1.6891 
 (1.25) (0.42) (1.85) (0.83) (1.38) (0.27) (1.85) (1.74) 
DP 1.1099*** 1.4308*** 0.2236  0.0000 0.0000 0.0000 0.0000 
 (3.47) (3.29) (0.56)      
AVR (-15, 120) -0.0001 -0.0002 0.0012 -0.0004 0.0009 -0.0004 0.0225 0.0013 
 (-0.46) (-0.55) (0.44) (-1.31) (0.60) (-1.15) (1.60) (0.80) 
LMV(-15, 120) 0.1077** 0.0979 0.0814 -0.0090 0.4311*** -0.0586 0.1138** 0.5088*** 
 (2.29) (1.48) (1.52) (-0.18) (2.99) (-0.76) (2.21) (3.33) 
Adj R2 0.2252 0.2840 0.2242 0.1130 0.5528 0.0726 0.3151 0.6071 
N 99 62 31 74 19 42 27 15 
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Table 2.10: Cross-sectional regressions of BHR: 

This table presents the cross-sectional regression of buy-and-hold return (BHR) of the sample stocks on the Oil-name dummy and firm characteristics. The dependent variable is buy-and-hold return (BHR). The hot market period is from 

January 2000 to December 2003, the hot market period is from January 2004 to June 2007, and the financial crisis period is from July 2007 to June 2009. The Oil-name dummy takes the value of one if a sample firm’s company name contains 

the word “Oil” or “Petroleum”, and zero otherwise. Market capitalization is the product of the stock price and the number of shares outstanding at the beginning of each sample period. Debt to assets is computed as the ratio of the sum of debt 

in current liabilities and long-term debt to the book value of assets. Cash flow is the ratio of operating income before depreciation to the book value of assets. The market-to-book ratio is the ratio of the market value of equity to the book value 

of assets. The Amihud illiquidity measure is computed as the average ratio of the absolute daily return to the trading volume. The market model betas are estimated with respect to Datastream North America Oil & Gas price index. Accounting 

information is from the fiscal year end of 2000 for the normal market period, 2004 for the hot market period and 2007 for the financial crisis periods.  The first three regressions (1) to (3) use all sample firms. Regressions (4) to (6) include US 

stocks, while regressions (7) to (8) include Canada stocks. T statistics are reported in parentheses. ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively. 

Dependent variable=BHR   All      US      Canada   

Variables [1]Normal [2]Hot [3]Crisis [4]Normal [5]Hot [6]Crisis [7]Normal [8]Hot [9]Crisis 

Oil-name -0.3700  0.0413  -0.7481  -0.1476  0.4669*  -0.1248  -1.6501 0.6527  0.0766  

 (-0.40) (1.45) (-0.39) (-0.07) (1.98) (-0.31) (-1.66) (0.63) (0.10) 
Market capitalization 0.1569  0.9582  0.1048  0.4222  0.4796  0.3511  0.4997 0.0495  0.0580  
 (0.87) (0.98) (0.59) (0.74) (1.24) (0.51) (1.33) (0.39) (1.21) 
Debt to asset 0.0005  0.0064  0.0000  0.0032  0.0048  0.0001  -0.0637 0.0292*** 0.0041  
 (0.04) (0.46) (0.06) (0.17) (0.21) (0.13) (-1.62) (3.89) (0.80) 
Cash flow 0.0255  0.9426  0.0052  0.0234  0.8021  0.0075  0.7100*** 0.3944  0.9712  
 (1.80) (0.49) (0.13) (1.19) (0.25) (0.11) (3.72) (1.38) (1.48) 
Market to book 0.0053***  0.0073*** 0.0002  0.0038  0.2983*** 0.0002  0.7743*** 0.0004  0.0044  

 (2.51) (2.82) (0.08) (2.27) (3.27) (0.06) (2.67) (0.18) (0.14) 

Amihud illiquidity 0.0424  0.9348  0.1720  0.1587  0.0538  0.9789  0.4978 0.2631  0.4985  
 (1.06) (0.97) (1.90) (0.68) (1.04) (1.08) (0.28) (0.26) (0.68) 
Market beta 0.9400  0.0015  -0.2835  0.2602  0.9711  1.1514  1.9194 0.1049  -0.2447  

 (0.84) (0.95) (-0.25) (0.14) (0.66) (0.38) (1.07) (0.18) (-0.85) 

Number of observations 101  183  194  35  75  72  66  108  122  
AdjR2 0.0626  0.0518  0.0879  0.1112  0.1112  0.1238  0.2230 0.7553  0.0337  
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Figure 2.1: Oil price trend and changes of corporate names with additions and deletions of 
oil from their names in the U.S. and Canadian markets (from January 2000 to June 2009) 

0

2

4

6

8

10

12

14

20
00

/1
/3

20
00

/4
/2

7

20
00

/8
/3

1

20
01

/1
/1

0

20
01

/5
/1

7

20
01

/1
0/

2

20
02

/2
/1

8

20
02

/7
/3

20
02

/1
1/

11

20
03

/3
/1

7

20
03

/7
/1

7

20
03

/1
1/

20

20
04

/3
/2

6

20
04

/7
/2

9

20
04

/1
1/

30

20
05

/4
/1

20
05

/8
/3

20
05

/1
2/

5

20
06

/4
/6

20
06

/8
/9

20
06

/1
2/

11

20
07

/4
/1

9

20
07

/8
/2

1

20
07

/1
2/

21

20
08

/4
/2

9

20
08

/8
/2

9

20
09

/1
/5

20
09

/5
/8

0

20

40

60

80

100

120

140

160

Addition Deletion Crude Oil Spot Price-WTI Cushing U$/BBL
 

 

Figure 2.2: CAR charts from day -15 to +120 of corporate name change effects in combined 

sample (from January 2000 to June 2009): U.S. versus Canada 
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Figure 2.3: CAR charts from day -15 to +120 of corporate name change effects in Normal 
market period (from January 2000 to December 2003): U.S. versus Canada 

 
 

Figure 2.4: CAR charts from day -15 to +120 of corporate name change effects in Hot 
market period (from January 2004 to June 2007): U.S. versus Canada 
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Figure 2.5: CAR charts from day -15 to +120 of corporate name change effects in the Crisis 
period (from July 2007 to June 2009): U.S. versus Canada 
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Chapter Ⅲ 

 

The Cost to Firms of Changing the Names:  
Evidence from the Bank Loan Market 

 

A saying goes like this, “If it ain't broke, don't fix it”. But if it is broke, just changing 

the name probably won't be enough. 

 

1. Introduction 

A company's name makes a first impression and summarizes its reputation.  If 

so, why does an established company change its name?  Changing a company’s 

name is a major policy decision for many firms.  Lately there have been a plethora of 

name changes in the business world.  From 1930 to 2009, more than 35% of the 

firms in the Center for Research in Security Prices (CRSP) database changed their 

corporate names.9 It is interesting to examine the benefit and cost of corporate name 

changes given the large volume of these activities. 

Renaming can be a cost effective strategy or costly mistake a company can make 

to bring about changes.  Every year since 1980, more than 100 public companies 

change their names in the U.S. stock markets.  Some of these changes are the results 

of concrete organizational events, while others are purely cosmetic in nature.  

Companies changing their names during the Internet bubble period can be the best 

example of cosmetic decision.  Cooper, Dimitrov and Rau (2001) find that 

companies changing their names earn a statistically significant excess return during 

                                                
9 From 1930 to 2009, there are 19,440 listed firms without name changes and 7,220 listed firms that 
made 9, 787 name changes.  Among these 7,220 firms, there are 5,353 firms (54.69%) made one 
change, 1,385 firms (14.15%) made two name changes, and 482 firms (4.92%) made more than two 
name changes. 
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the Internet bubble period regardless of their level of involvement with the Internet.  

In addition, Cooper et al. (2005) show that firms also experience large increases in 

shareholder wealth simply by removing dot.com from their names when the Internet 

bubble bursts, apparently attempting to deceive investors into believing they are no 

longer an Internet firm.  These results indicate that investors are under the cosmetic 

effect of corporate name changes.  The reason behind these cosmetic name changes 

could be that it is easier to rename a company than to fix the real problems behind it.   

This chapter is the first to examine the cost of corporate name change from the 

perspective of bank loan contracting.  I attempt to explore whether a cosmetic name 

change results in borrowers facing higher loan spreads or bearing more non-price 

restrictions.  I classify the reasons behind corporate name changes into different 

categories to study which type of name changes is more likely to bear the most 

increase in funding costs.   

Previous literature has focused on the impact of name changes from the 

perspective of shareholders (Howe, 1982, Karpoff and Rankine, 1994, Cooper, 

Dimitrov and Rau, 2001).  There are three reasons why I choose to investigate from 

bank loan perspective.  First, bank loans are an important source of corporate 

financing.  It is seen that the debt insurance has been the majority of firm external 

financing since 1980s and bank loan contributes to more than half of total debt among 

debt insurance. With the growing number of corporate name changes in listed 

companies, it is of interest to examine the effects of name changes and to explore 

whether the structure of loan contract will be different after firms change their names. 

Second, previous literature about corporate name changes argued that there exist 

asymmetric information between managers and investors when firms change their 

names (Howe, 1982, Karpoff and Rankine, 1994).  Almazan, Banerji, and Motta 
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(2008) shows that discretionary disclosure of corporate information gives managers 

an opportunity to take advantage of investors’ attention when firm is undervalued.  

Modern financial theory suggests that financial institutions play an important role in 

monitoring their borrowers (Leland and Pyle, 1977, Fama, 1985).  Some suggest that 

loan contract reflect the risk and information asymmetry of borrowers.  Rajan and 

Winston (1995) show that financial institutions use covenants and collateral to 

monitor their borrowers.  Freixas and Rochet (2008) suggest that credit risk is a main 

determinant of loan pricing and higher lending risk results in a higher interest rate.  

Hence, corporate names changes can increase credit risk and uncertainty regarding a 

firm’s perceived information asymmetry to lenders.  To mitigate this problem, 

financial intermediaries, which are more informed than investors, can strengthen their 

monitoring mechanism by increasing loan spreads or imposing more restrictions on 

the loan contracts after firms change their names.  This chapter also attempts to 

examine whether firms are required to pay more costs when they earn a positive 

reaction from equity market through cosmetic name changes. The third reason that I 

focus on loan contracting is that the reaction of banks to corporate name changes can 

be evaluated through various features of loan contracts (Graham, Li and Qui, 2008). I 

investigate the direct cost of a loan, like loan spread, and indirect costs, such as loan 

maturity, loan size, the structure of loan contract, covenant restrictions and collateral 

requirement after firms change their names.  

Empirical researches investigating the costs of name changes are sparse. This 

chapter attempts to fill this gap by investigating the impact of corporate name changes 

on loan contracting.  To analyze the influence of corporate name changes on loan 

contracting, I start by examining the impact on the various features of loan contracts. I 

measure the loan spread as the amount the borrower pays in basis points over LIBOR 
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or LIBOR equivalent for each dollar drawn down. The empirical results show that 

after renaming, the loan spread is 20 percent higher than the previous one.  

Compared to the average spread before name change of 170 basis points over LIBOR, 

the magnitude of the increase is about 35-37 basis points. This evidence show that 

there is a significant increase of loan spread after firms change their names.  In 

addition to the loan spread, I analyze the indirect cost of debt contracting.  The 

results show that after corporate name changes, loan contracts are likely to have more 

collateral, more pricing performance restrictions, fewer lenders and more covenants 

on payment of dividend or voting rights.  Therefore, the results show that the impact 

of corporate name changes on loan contracts reflects not only the direct cost of loan 

spread but also the indirect cost of loan contracts. 

Due to the fact that firms change their names for various reasons, I separate the 

sample and examine the impact on loan prices.  Following Wu (2010), I classify the 

reasons behind corporate name changes into five categories: brand adoption, broader 

focus, narrower focus, radical changes and miscellaneous changes. Firms changing 

their names by adopting recognized brand, products or subsidiaries are classified as 

brand adoption.  The cases for broader focus and narrower focus are respectively 

defined as firms that delete or add some parts of their name related with particular line 

of operation.  If the old and new names have no literal meaning relations, I 

categorize this type of name change as radical changes10.  I examine the cost of these 

different types of corporate name changes and find that the increase of loan spread is 

economically significant when firms adopt radical changes, brand adoption and 

narrower focus name changes.  Firms with radical name changes have the highest 

increase in loan spread among these four categories. Narrower focus name changes 

                                                
10 I include name changes which are included in the previous four categories in miscellaneous changes. 
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face more cost of borrowing than broader focus and brand adoption name changes. 

The results are consistent with Wu (2010). The author claims that radical changes and 

broader focus changes have poorer stock return, firm performance. 

To examine whether firms which have changed their names pay higher financing 

costs, especially for ones that earn a positive reaction from equity market with 

cosmetic name changes, I select firms with positive abnormal return from 15 days 

before name change event to 30 days after the event for companies that undergo a 

name change as a controlled group and examine whether the magnitude of the 

increase in loan spread with the selected group is significantly higher than that with 

the matched group.  The empirical results show that firms required to pay higher 

loan spread reflect more risk and uncertainty rising from corporate name change. I 

show that there are costs to firms engaged in cosmetic name changes from the 

perspective of debt holders. The findings are consistent with the theory that financial 

intermediary plays an important role by monitoring their borrowers when their credit 

risk and uncertainty increase. 

The remainder of the article is organized as follows. Section 2 discusses 

literature in corporate name changes and loan contracting. Section 3 describes the 

sampling procedure and the univariate analysis. Section 4 presents and discusses the 

empirical results. Section 5 perform various robustness checks. Section 6 concludes. 

 

2. The effect of name change and loan contracting literature 

There are diverse empirical findings on the valuation effect of corporate name 

changes from stock markets.  Earlier literature show insignificant effect of corporate 

name changes (Howe, 1982; Karpoff and Rankine, 1994).  Nevertheless, recent 

research during the Internet bubble period provides a positive name change effect 
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(Cooper, Dimitrov and Rau, 2001).  Cooper, Dimitrov and Rau (2001) document that 

during the Internet boom period stock market reacts significantly positive to the firms 

which add “.com” or “Internet” to their names and this reaction happens regardless of 

the business involvement.  As the Internet market crashed, the valuation effects of 

corporate name changes vary.  Cooper et al. (2005) show that firms that removed 

their dotcom names earn significantly cumulative abnormal return surrounding name 

change announcements. Similarly, Bae and Wang (2009) examine the wealth effects 

of Chinese firms listed in the U.S. stock exchange and find that these firms tend to 

add “China” or “Chinese” to their names when Chinese stock markets experienced a 

surge in price. Liu (2010) also provides empirical results to support a positive 

valuation effect of corporate name changes from 1978 to 2008. These papers point out 

that investors are affected by the cosmetic effect of corporate name changes and 

managers tend to take advantage of investor’s sentiment by changing their corporate 

names during hot markets. 

To date, only Wu (2010) and Göttner and Limbach (2011) have tried to explain 

the wealth effects of corporate name changes. Wu (2010) categories name changes 

into different types and examine what lead a firm to change its name. She shows that 

reputation concerns affect the type of corporate name changes firms adopt. A major 

name change can be viewed as the start of a new reputation history. Firms with poor 

past performance tend to radically change their names, while firm with superior 

performance tend to changes their name by adopting a well-recognized brand of 

products, services or subsidiaries.  A minor name changes can be interpreted as 

managerial commitments to pursue certain strategies, for instance, changes in the 

business focus. Relative to narrower focus type, broader focus type of name changes 

is associated with poor stock return and firm performance. These findings seem to 
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provide different explanations for the valuation effect of corporate name changes; 

however, it is still difficult to explain why investors might be deceived by some 

apparent cosmetic corporate name changes.  

Recently, Göttner and Limbach (2011) investigate the impact of past 

performance and corporate governance on the valuation effect of corporate name 

changes and show that managers tend to implement more expensive major name 

changes to cloud poor past performance of both the firm and the management. Göttner 

and Peter Limbach (2011) provide empirical evidence to support Almazan, Banerji, 

and Motta (2008) theory. Almazan, Banerji, and Motta (2008) propose a theory of 

informal communication between managers and shareholders in the presence of 

agency conflicts.  Their model suggests that managers tend to release managerial 

information to attract market’s attention when firms are undervalued and thus enhance 

shareholder value. The positive valuation effects can be generated by 

attention-grabbing events as a form of cheap talk communication between firms and 

investors.  This charpter provides empirical evidence using corporate name changes 

as a type of attention-grabbing events that incorporates the information of 

product-offering orientation and reputation rebuilding. Then I test whether there are 

costs to this cheap talk communication strategy. 

The literature in banking suggests that a firm’s information asymmetry is 

associated with the lending risk faced by banks. Diamond and Verrecchia (1991) 

propose a model and reveal that low information asymmetry can reduce a firm’s cost 

of capital because a firm with information transparency can attract demand from large 

investors and increase the liquidity of its securities. Easley and O’Hara (2004) 

develop an asset-pricing model in which both available and limited information affect 

security returns.  These papers suggest that disclosure of information lowers 
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information asymmetry and reduces firm’s cost of capital.  In addition, Freixas and 

Rochet (2008) suggest that credit risk is a primary determinant of loan pricing and a 

firm with more debts and more volatility of assets will pay higher interest rates. They 

show that information opacity of borrowing firm increases loan spreads. Mazumdar 

and Sengupta (2005) document that loan spreads are negatively related to the quality 

of firm’s information disclosure. Further, firms with voluntary information disclosure 

pay lower interest rate on their private debt contracts. These studies are consistent 

with the findings that firms experiencing corporate name changes with higher credit 

risk and information asymmetry would face higher loan spreads. 

As for the loan maturity, Diamond (1991) develops a theoretical model 

concerning the effects of risk and asymmetric information on debt maturity.  Firms 

with low risk tend to choose short-term debt because they have less information 

asymmetry problem by rolling over short-term debt.  On the other hand, firms with 

higher information risk are more likely to use long-term debt because they tend to 

avoid short-term debt to minimize their refinancing risk.  Rajan and Winton (1995) 

assert that under asynmetric information, short maturity allows the lender to act freely 

on public information of the borrowers. The empirical literature has mix finding on 

the relation between information disclosure and loan maturity.  Barclay and Smith 

(1995) find that large firms with few growth options and more leverage tend to have 

more long-term debt, and firms with larger information asymmetries issue more 

short-term debt.  However, Berger et al. (2005) show that low information risk firms 

tend to have significantly shorter debt maturities, which tend to increase significantly 

when informational opaque are reduced.  They suggest that banks have comparative 

advantages over public investors in gathering information, renegotiating loans, and 
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forcing other loan contract terms and can avoid moral hazard and adverse selection 

for high information risk firms.   

The literature suggest that risker firms are likly to be more secured by collateral 

and and face more covenamts in debt contracts. Rajan and Winton (1995) show that 

the presence of covenants and collateral enhance the efficient monitoring for firms 

that have high liklihood of being distressed. Bradley and Roberts (2005) provide 

evidence that the financial health of a firm is negatively related to the presence and 

intensity of covenants in debt contracts. Jimenez, Salas, and Saurina (2006) document 

that credit quality of borrowers is the primary determinant of the use of collateral in 

Spanish loan market. The lower credit risk a borrower has, the less probable the use of 

collateral would be. My findings support this literature. 

The increase in credit risk and information asymmetry for firms changing their 

corporate names might also affect the structure of their loan contracting. The literature 

in syndicated loan indicates that firms with a higher probability of financial distress 

would borrow from fewer lenders. Dennis and Mullineaux (2000) suggest that a loan 

is less likely to be syndicated when information about the borrower is opaque. Lee 

and Mullineaux (2004) find that smaller and more concentrated syndicated loans are 

associated with the borrowers with little information and higher credit risk. Moreover, 

Sufi (2007) argues that information asymmetry between lenders and borrowers 

influence the structure of the syndicated loan.  The author’s results show that a more 

concentrated syndicated structure was formed when there is little information about 

the borrower.  Consistent with this literature, the findings indicate that firms 

experiencing corporate name changes will borrow from syndicated loan with fewer 

lenders. 
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3. Data 

3.1 Sample description 

To obtain the sample of corporate name changes, I use name event history 

information data from CRSP database. The database includes 9,787 corporate name 

changes of 7,220 firms traded on the NYSE, AMEXM, NASDAQ, and OTCBB from 

1926 to 2009.  Besides, I use the detailed loan contracts data from Dealscan, Loan 

Pricing Corporation (LPC) database. The database primarily compiled from SEC 

filings covers comprehensive information on loan contracts for the U.S. market.  

To build the sample set that I tend to examine, the sample containing corporate 

name changes and the information of loan contracts is constructed as follows: Firstly, 

I merge the corporate name change events with the information in Dealscan and 

Compustat database. I exclude firms that have no loan information in Dealscan 

database or have missing data in Compustat database. As reported in Table1, this 

results in an initial sample of 826 firms.  Secondly, to compare the cost of loan 

contract before and after name changes, I only include firms that change their names 

once in the sample.  This is because if I retain the firms that change their names 

more than once, the pre-announcement window of the second corporate name change 

would overlap with the post-announcement window of the first corporate name 

change, and this overlapping would confound the results. As a result, to avoid 

overlapping of post name change window, I exclude 99 firms that change their names 

more than once.11 Among these firms, 88 made two name changes, and 11 made 

more than two name changes.  

Next, in many cases, the earliest available information on name changes is prior to 

the date of name change for about one month. If I keep the loans that are too close to 

                                                
11 The results are robust when I consider multiple name change events. 
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the date of name change, it is difficult to distinguish the loan contract terms before 

\and after a corporate name change.  Besides, the loan initiation date is far from 

name change event date and it is also difficult to link the information of loan facility 

with name change event.  To avoid the activation date of loan facility being distant 

from event date, I remove 33 firms whose duration from name changes event date to 

loan initiation date are less than one month or more than 5 years.12  In order to 

ensure proper comparison of the cost of loan contract before and after name changes, 

I exclude 63 firms that only have pre-change loan or post-change loan. Finally, to 

analyze the impact of different types of corporate name changes on loan contract, I 

search the information on corporate name changes from company news files in 

LexisNexis database and Hoover Profiles database. I exclude firms that experience a 

confounding news event surrounding corporate name changes such as merger, 

acquisition, restructure, spin-off and result in a final sample of 230 firms. 

 

[Insert Table 3.1 here] 

 

3.2 Univariate analysis  

Panel A of Table 3.1 shows that the firms change their names for various reasons. 

Following Wu (2010), I classify the reasons behind corporate name changes into five 

groups.  Firms that change their name by adopting the recognized brand, products or 

subsidiaries are classified as brand adoption. The cases for broader focus are firms 

that delete certain part of their name related with particular line of operation; the cases 

                                                
12 The banking literature investigating the relationship between borrowers and lenders usually adopt 5 
years window. For example: Ongena and Smith (2001) report that the mean of duration of banking 
relationship is about 5 years. Bharath et al. (2010) examine the relation between lending relationships 
and loan contract terms by searching the previous 5 years by starting from the activation date of that 
loan facility. In addition, I have tested for one year, two years and three years, and find similar results 
as well. 
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for narrower focus are firms that add certain part of their name related with particular 

line of operation. If the old names and new name have no literal meaning relations, I 

categorize this type of name change as radical changes. The final sample of 230 firms 

includes 60 brand adoption name changes, 44 broader focus name changes, 26 

narrower focus name changes, and 75 radical name changes. The rest of 25 name 

changes are miscellaneous changes which are unable to be included in the previous 

four categories.  

Panel B of Table 3.1 shows that only 7 corporate name changes occurred during 

1987-1990 and the number of name changes increased to 28 during 1991-1995. 

During 1996-2000, 94 corporate name changes occurred in this period when previous 

literature argues that there exists valuation effect of corporate name changes. The 

number of name changes decease to 64 and 37 during 2001-2005 and 2006-2009. In 

order to examine whether name-changing firms that earn positive abnormal returns in 

equity market are monitored more by lenders. I use daily stock price, retrieved from 

CRSP, to calculate the cumulative abnormal return from the 15 days before the event 

date to the 30 days after the event date for firms that experience name changes. Panel 

C of Table 3.1 shows that 108 firms have significantly positive CAR and 87 firms 

have Non-positive CAR.  The rest of the sample has no information of daily stock 

price in CRSP database. 

Table 3.2 reveals that the summary statistics of loan contract terms for name 

change firms and the univariate comparisons of these loan contract terms before and 

after name changes.  Loan spread is measured as the amount the borrower pays in 

basis points over LIBOR for each dollar drawn down.  The mean loan spread 

increases from 170 basis points over LIBOR before name changes to 207 basis points 

over LIBOR after name changes. Performance pricing dummy equals one if the loan 
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facility is priced by firm performance and zero otherwise. Secured dummy equal one 

if the loan facility is secured by collaterals and zero otherwise.  

As reported in Table 3.2, firms are required to have more collateral and more 

general covenant restrictions on dividends, prepayment and voting right, such as 

collateral release, term changes after name changes.  There is no significant 

difference in loan maturity, number of lenders and number of financial covenants. I 

show in the multivariate regression analysis that after controlling firm characteristics 

and loan contract variables, the number of lenders deceases considerably after name 

changes. 

 

[Insert Table 3.2 here] 

 

4. Multivariate analysis 

4.1 The effect of corporate name changes on the cost of loan contracting 

In this section, I use multivariate regression to analyze the effect of corporate 

name change on the cost of loan contract. Since the cost of loan contract is likely to 

depend on various factors, including firm characteristics, loan characteristics and 

macroeconomic factors, I construct a multivariate regression model of the following 

form. 

 

, , 0 1 , ,

, , ,

( ) ( ) ( )

( ) ( ) (1)
i j t i t l i t

m j t n t i j t

Log LoanSpread PostChange FirmCharacteristics

LoanChracteristics MacroeconomicFactors e

β β β

β β

= + + +

+ +
∑

∑ ∑

  

Each observation in this multivariate regression represents a loan, referred to as a 

facility or tranche in Dealscan. The dependent variable, ( )Log LoanSpread , is natural 
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logarithm of loan spread for loan j borrowed by firm i in date t.  Loan spread is 

measured as the amount a borrower pays in basis points over LIBOR for each dollar 

drawn down. To examine the effect of name changes on the cost of loan contract, I 

define a dummy variable, PostChange , which equals one if the loan initiation date is 

after corporate name change event date and zero otherwise. The regression result in 

column 1 of Table 3.3 shows that the coefficient of name change variable is equal to 

0.2453, which is significant at 1% significance level.  This result indicates that loan 

spread increases significantly over 20% on average after the firm’s name change.  

 

[Insert Table 3.3 here] 

 

The regression in column 2 of Table 3.3 shows that I include firm characteristics 

which might also affect the cost of loan contract into.  Larger firms usually have less 

information asymmetry problem and they are likely to pay less spread to lenders.  I 

proxy a firm’s growth opportunities using market-to-book ratio, calculated as the ratio 

of book value of debt plus market value of equity to the book value of total assets.  

After controlling asset tangibility, I find that firms with more growth options have 

more value over book assets; therefore, growth firms may be required to pay lower 

spread by lenders. I also control for leverage level and profitability and Modified 

Altman’s (1968) Z-score in the regression. I expect that firms with higher leverage 

level, lower Z-score or lower profitability have more default risk and are required to 

pay higher loan spread by lenders. Finally, I include tangibility, which is defined as 

the ratio of property, plant, and equipment (PPE) to total assets, in the regression. 

Since lenders have the right to recover the tangible assets if firms default, I expect that 

firms with greater tangible asset face lower cost of borrowing. In addition, I control 
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for the potential difference in the degree of information asymmetry and industry 

competition across firms. I measure information asymmetry, using the market 

adjusted relative effective spread. Rakowski and Wang (2008) suggest that a wider 

market adjusted relative effective spread is associated with more information 

asymmetry. I expect that a firm with more information asymmetry would face more 

costs of loan contracting. Industry competition is measured as Herfindahl-Hirschmann 

index (HHI). When industry competition increases, a firm may not maintain a 

sustained profitability and would bear more cost of debt. All firm data refers to the 

fiscal year prior to the name-change announcement. The regression in column 2 of 

Table 3.3 shows that the estimate coefficient of PostChange  is equal to 0.2384, 

which is significant at 1% significance level. Furthermore, the result indicates that 

small firms with fewer growth opportunities, fewer tangible assets, lower profitability, 

more industry competition as well as more leverage and information asymmetry are 

associated with higher cost of loan contract.  The effect of corporate name changes 

on the cost of debt and the relation between loan spread and firm characteristics are 

consistent with my expectation. 

Further, I control for loan characteristics that related to the cost of debt contract 

in the regression and the results are reported in column 3 of Table 3.3. I control for 

Log (loan size), the natural logarithm of loan facility amount and expect that larger 

loan size might face lower cost of borrowing due to the economies of scale. I also 

control for Log (loan maturity), the natural logarithm of the maturity of loan facility 

in months.  I expect that loans with longer term have higher default probability and 

borrowers will be required to pay higher liquidity premium for long-term loan, which 

will translate into a higher loan spread. I also include performance pricing as a control 

variable. I define that performance pricing dummy takes the value of one if the loan 
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facility is priced by firm performance and zero otherwise. This is to control for 

lenders adopting different methods of loan pricing. As the result reported in column 3 

of Table 3.3, the estimate coefficient of PostChange  is equal to 0.2011, which 

remains significant at 1% significance level. The effect of corporate name changes on 

the cost of debt and the relation between loan spread and firm characteristics remain 

consistent with my expectation. In addition, the results show that smaller loan, loan 

with longer maturity and less performance pricing are related to higher loan spread.  

 Macroeconomic condition might also influence the cost of loan contract.  The 

literature suggests credit spread and term spread are good proxies for macroeconomic 

conditions so that I employ credit spread and term spread to proxy as macroeconomic 

factors.  When the market is in a recession, investors need more compensation for 

increased credit risk, which leads to the increase in credit spread. When people have 

good prospect for the future, term spread tends to increase. In the regression analysis, 

I measure credit spread and term spread one month before the loan initiate date. 

Moreover, the distribution of name change shown in Panel B of Table 3.1 indicates 

that in the overall sample, there is a large number of name changes during 1996 to 

2000. I define a period dummy variable, Period (1996-2000), which equal one if firms 

experience name change during 1996-2000 and zero otherwise to examine whether 

the effect of corporate name changes is dominated by certain name changes during 

1996-2000.  

Finally, I control for loan type, loan purpose and industry effects. There is a 

variety of different Loan types, such as 364-days loans, term loans, and resolving 

loans. Loans are also available for many purposes, such as corporate purpose, debt 

repayment, takeovers, working capital, and so forth. Different loan types and purposes 

have different risks, and may influence the effect of corporate name changes on the 
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cost of debt. In addition, I use one-digital SIC dummies to control for different risks 

and loan pricing across industry. After controlling for these variables, the regression 

result in column 4 of Table 3.3 shows that the estimated coefficient of PostChange  

is equal to 0.1125, which remains significant at 1% significance level. The effect of 

corporate name changes on the cost of debt and the relation between loan spread and 

explanatory variables support my expectation. Besides, the results indicate that credit 

spread is significantly positive related to loan spread, meaning that market condition 

affects loan spread. However, the results show that Period (1996-2000) is not 

significantly related to the loan spread. 

 To summarize, after control for firm characteristics, loan characteristics and 

macroeconomic factors, the results show that the effect of corporate name changes on 

the cost of loan contract is significantly positive, especially for small firms with few 

tangible assets, few profitability, few investment opportunities as well as higher 

leverage level, higher information asymmetry and higher industry competition. 

Moreover, smaller loan, loan with longer maturity and less performance pricing are 

related to higher loan spread. 

 

4.1.1 The effect on the cost of loan contract among different types of corporate 

name changes 

Because firms have different reasons to change their names, I attempt to 

investigate the effect of different reasons behind name changes on the cost of loans 

using multivariate regression with four types of corporate name change: brand 

adoption, radical changes, broader focus, and narrower focus. The former two types 

are major name changes, the latter two types are minor name changes. Wu (2010) 

shows that compared with brand adoption type of name change, radical name changes  
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has poorer past stock return and firm performance. On the other hand, compared with 

narrower focus type, broader focus type of name changes is related to superior stock 

return and firm performance. Wu (2010) also considers the probability that firms 

adopt their major brand name in order to focus on the line of product or operation. 

Besides, she also compares brand adoption with narrower focus name changes, and 

finds that narrower focus name changes have worse stock return and less media 

coverage, but more investment opportunities. Therefore, I expect that radical name 

change faces a higher cost of loan contract than brand adoption name change does, 

and narrower focus name changes is requested a higher loan spread by lenders, 

relative to broader focus and brand adoption name changes. 

I report the multivariate regression results on the cost of name changes among 

these four types of name changes in Table 3.4. The regression result in columns 1 and 

2 of Table 3.4 show the effect of major name change on cost of loan. The estimated 

coefficients of PostChange of brand adoption and radical name changes are 0.1024 

and 0.2455, which are both significant at the 1% level. The effect on the cost of loan 

of radical name changes is approximately twice than the effect of brand adoption 

name changes. On the other hand, the estimated coefficient of PostChange of 

narrower focus name changes is 0.2043, which is significant at the 10% level, while 

the estimated coefficient of PostChange of broader focus name changes is 

insignificant.  These results suggest that the magnitude of effect on cost of loan 

contract of radical name changes is the largest, and firms adopting narrower focus 

name changes face higher borrowing cost than broader focus and brand adoption 

firms.  The relation between loan spread and explanatory variables nearly remain 

consistent with my expectation among these four types of name changes. Specifically, 

major name changes are more likely to be less priced depending on firm performance, 
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for brand adoption name changes loan spread is significantly negatively related to 

firm tangibility, and loan spread is significantly related to firm default risk and 

information asymmetry for radical name change firms.  For the case of broader focus 

name changes, more loan spread is significantly related to less firm profitability, 

while more loan spread is significantly associated with more information asymmetry 

and industry competition for narrower focus type of corporate name changes. 

 

[Insert Table 3.4 here] 

 

4.1.2 Wealth effect versus information effect of name change 

As abovementioned, my results show that there is economical and significant 

effect of corporate name changes on the cost of borrowing, and loan spread increases 

after firms change their names. I consider that the effect of name changes on the cost 

of loan contracting comes from two sources. The first is wealth effect, which is the 

change of lenders’ belief in expected future cash flows of a firm after a name change. 

The second is information effect, which is the degree of uncertainty lenders have to 

bear when they evaluate expected future expected cash flows of a firm after the firm 

changes its name. In this section, I attempt to distinguish between wealth effect and 

information effect from loan spread changes. I include the forward-looking 

explanatory variables like analyst forecast and forecast dispersion, and the interaction 

term PostChange Dispincrease× into the following multivariate regression: 
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I define a dummy variable, Dispincrease , which equals one if analysts forecast 

dispersion increase after corporate name changes and zero otherwise. Analyst forecast 

and forecast dispersion data are retrieved from I/B/E/S database. To the extent that 

analyst forecast dispersion influences information uncertainty, after controlling firm 

characteristics, loan characteristics and macroeconomic factors I expect that 1β  can 

capture wealth effect and 2β  can capture information effect. As the result in column 1 

of Table 3.5 shown, the wealth effect contributions to a loan spread increase 7.63% 

after corporate name changes, and the information effect contributions to a loan 

spread to an additional 15.32%.  the results show that firms which changed their 

name have an information effect approximately 70% (15.32%/(7.63%+15.32%)) of 

total effect of name changes, and a wealth effect about 30% of total effect of name 

changes.  

 

[Insert Table 3.5 here] 

 

Among the four types of name changes, the wealth effect and information effect 

are most significant when corporate experiences a radical name change. The result in 

column 3 of Table 3.5 shows that the wealth effect contributions to a loan spread 

increase 15% after radical name changes, and the information effect contributions to a 

loan spread increases an additional 49.15%, after controlling for analyst forecast 

variables, firm characteristic, loan characteristics and macroeconomic factors. Firms 

with radical name change have an information effect approximately 75% of total 

effect of name changes, and a wealth effect approximately 25% of total effect of name 

changes. The result is consistent with my hypothesis that firms adopting a radical 

name change policy have higher credit risk and financial uncertainty.  If lenders do 
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not have adequate information about a firm’s historical operation and financial 

statements, they may face higher information asymmetry and financial uncertainty to 

evaluate the present value of future cash flows of the firm. Therefore, in this case, 

lenders require the firms to pay more cost of borrowing as the agency costs. 

The results for firm size, growth opportunities, profitability, tangibility, loan size, 

performance pricing, and Z-score are negatively associated with the change in loan 

spread, while credit spread, leverage, information asymmetry, and analyst forecast 

dispersion are positively associated with the change in loan spread. These results 

indicate that the changes in firm characteristics, loan characteristics, market 

conditions, and analyst forecast dispersion are reflected in the change of loan spread. 

 

4.1.3 The effect of positive CAR corporate name change on the cost of loan 

contract 

In this section, I examine whether firms change their names pay higher financing 

costs after these activities, especially when firms earn positive abnormal returns from 

equity market with cosmetic name changes.  I construct the following regression: 
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I add an interaction term, PostChange PositiveCAR× , into the multivariate 

regression. I define a dummy variable, PositiveCAR , which equals one if firm 

changing their names earn a cumulative abnormal return from the 15 days before the 

name change event date to the 30 days after the event date and zero otherwise. 

Compared with negative and zero CAR name change cases, I expect that positive 
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CAR name changes have more information asymmetry problems and default risk so 

that these positive CAR firms might experience more loan spread after corporate 

name changes.  

The result in Table 3.6 shows that the estimate coefficient of PostChange  is 

0.1818 and the estimate coefficient of PostChange PositiveCAR×  is 0.2312, and 

coefficients are significant at 5% and 1% significance level, respectively. The result 

indicates that firms changing their name with non-positive CAR experience a 18.18% 

increase on loan spread, while firms changing their names with positive CAR 

experience greater increase about 41.3% (18.18%+23.12%) on loan spread. The 

results provide evidence that firms changing their names with positive CAR face 

higher cost of borrowing from loan market, although they earn a positive reaction 

from equity market with cosmetic name changes. The result is consistent with 

previous literature that financial intermediaries play an important role in monitoring 

and controlling their borrowers. When firms change their names and produce more 

information asymmetry and credit risk, financial intermediaries would strengthen their 

control by adjusting loan contract terms, such as increasing the loan spread. 

 

[Insert Table 3.6 here] 

 

4.2 Effect of corporate name change on non-price loan contract terms and loan 

structure 

After corporate name changes, in terms of the risk and uncertainty lenders have 

to bear, they might adjust contract term not only on loan spread, but also on non-price 

loan contract terms. The detailed information on loan contracts in Dealscan database 

provides me the opportunity to examine different aspects of the effect of name 
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changes on loan contract. In this section, I further investigate how corporate name 

changes influence non-price loan contract terms, such as loan maturity, collateral 

requirement, covenant restrictions, and the number of lenders.  

 

4.2.1 Loan maturity 
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I construct a multivariate OLS regression with log (loan maturity) as the 

dependent variable. The result reported in column of Table 3.7 indicates that after 

controlling for firm characteristics, loan characteristics, and macroeconomic factors, 

the estimated coefficient of PostChange  is 0.1019, which is insignificant. Among 

four different types of name changes, the estimated coefficients of PostChange  are 

all positive, but insignificant. As for the relation between the explanatory variable and 

loan maturity, leverage level and loan maturity is positively related to loan maturity, 

which is consistent with the empirical evidence reported in Barclay and Smith (1995). 

In addition, loan size is positively associated with the loan maturity. The loans 

without performance pricing clause are more likely to be associated with short loan 

maturity. This perhaps documents that performance pricing clause and shorter loan 

maturity both play an important role in corporate monitoring. If the loan is not priced 

based on firm performance, the lenders will shorten loan maturity to control the credit 

risk. 

 

[Insert Table 3.7 here] 
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4.2.2 Loan collateralization 

Because collateral is an important feature of loan contract, I examine the effect 

of name changes on the probability of the loan being secured. I construct a 

multivariate Probit regression with the dependent variable, a dummy variable, which 

equal one if firm is secured and zero otherwise and report the regression result in 

Table 3.8.  
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The results are reported in column 1 of Table 3.8.  The estimated coefficient of 

PostChange is 0.1952, which translates into 3.04% marginal effect in the regression 

model, holding other variables at their mean values. The result indicates that the 

likelihood of a loan being secured increase by 3.04% after the firm experiences 

corporate name change. The result is consistent with the expectation that firms 

changing their names are more likely to be required to provide more collateral.  

 

[Insert Table 3.8 here] 

 

The result is dominated by firms with radical name changes. In column 3 of 

Table 3.8, I show that the estimated coefficient for PostChange is 0.5031, which 

translates into a 4.28% marginal effect.  This indicates that the likelihood of a loan 

being secured increase by 4.28% after name changes. Except for radical change cases, 

there is no significant result of the effect on loan collateralization among the other 

three types of name changes.  
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Among four types of name changes, the results also show that larger firms with 

more tangible assets, less leverage, and less information asymmetry have lower 

default risk so that they are associated with lower probability of a loan being secured. 

Besides, the larger size of a loan is related to lower probability of the loan being 

secured because a loan with large size usually has good credit quality, and the good 

credit quality is usually related to lower collateral requirement. Market condition is 

also negatively correlated with loan collateralization. In the market recession, the 

probability of a loan being secured increases due to higher default risk. 

 

4.2.3 Covenants restriction 

Covenants are an important feature of loan contracts. Following Bradley and 

Robert (2005), I include two types of covenants in my analysis: financial covenants 

and general covenants. Financial covenant is accounting variables or ratios limits 

which must be maintained when the loan is outstanding, while general covenant 

includes the following three restrictions: the restriction on the payment of dividends, 

the restriction that require a firm have to pay from specific sources, and the restriction 

on voting right, such as collateral release, term changes and so forth.  To examine 

the effect of name changes on covenant restrictions, I construct a Poisson multivariate 

regression with the number of covenants as the dependent variable.  I report the 

result of the effect of name changes on the number of general covenants in Table 3.9. 
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The result in column 1 of Table 3.9 indicates that the estimate coefficient of 

PostChange is 0.1563, which is significant at the 1% level. The result shows that after 

corporate name changes, the number of general covenants tend to increase, which 

indicates that the presence and intensity of financial covenants is much more efficient 

to monitor borrowers.  Similar to the effect of name changes on collateral restrictions, 

the result is primarily dominated by radical name changes. In column 3 of Table 3.9, I 

show that the estimated coefficient of PostChange is 0.2468, which indicates that 

after firms experience radical name change lenders tend to request for more general 

covenants to monitor these firms. Except for radical changes type, there is no 

significant result of the effect on general covenants among the other three types of 

name changes. 

 

[Insert Table 3.9 here] 

 

Results in Table 3.9 also show that large and less levered firms with more 

tangible assets, more growth opportunities, less default risk, and less information 

asymmetry are associated with less general covenant restrictions.  Loan maturity and 

loan size are positively related to the number of covenants because more covenants 

are required to control for potential agency costs arising from longer-term loan. 

Besides, performance pricing loan are positively associated with more general 

covenants because performance pricing loan tend to have higher credit risk so that 

lenders may impose more general covenants restrictions on payment of dividend, 

prepayment, or voting right for these high credit risk firms. The results also show that 

market condition is positively correlated with general covenants restrictions. In a 

market recession, covenants restrictions increases due to higher default risk. 
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4.2.4 Number of lenders 

The change of corporate names leading to the increase in credit risk and 

information asymmetry might also affect the structure of their loan contracting. In this 

section, I examine the change of loan contracting such as the total number of lenders 

in a loan after name changes. I construct a Poisson multivariate regression with the 

total number of lender in a single loan as the dependent variable.  
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The result in column 1 of Table 3.10 shows that the estimated coefficient of 

PostChange is -0.2364, which is significant at the 1% level.  This result indicates 

that fewer lenders tend to participant the loan after firms change their names. As the 

results in columns 2 to 5 of Table 3.10 shown, the number of lenders declines 

significantly after all four types of name changes.  

 

[Insert Table 3.10 here] 

 

The results also show that more growth opportunities and more financial 

distressed firms are more likely to attract fewer lenders to participant the loan after 

name changes. I also find that loan size, loan maturity, performance pricing, leverage 

level, and term spread are positively related to the number of lenders, and the tangible 

assets, and credit spread are negatively associated with number of lenders, perhaps 

due to the need to diversify the credit risk.  
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5 Robustness Checks 

5.1 Unobservable firm characteristics 

In the previous section, I have controlled various firm characteristics, such as 

firm size, market to book ration, leverage and so forth. However, it is possible that 

there still exist unobservable firm characteristics which may also affect loan contracts 

terms. In the sample, each firm has at least two loans at different time points. That is, 

at least one before corporate name change and one after corporate name change. For 

these reasons, the sample data is a panel data, which may produce potential 

unobservable time-invariant firm-specific heterogeneity. Moreover, the loans 

borrowed by the single firm may be not independent with each other, and the 

dependence may result in biased estimates of the standard errors.  

To address these two issues, I conduct a regression with firm fixed effects and 

cluster the standard errors within firm. The results are reported in column 1 of Table 

3.11. After controlling the firm fixed effect and cluster the standard errors, the effect 

of corporate name changes on loan spread decrease from 0.1125 (reported in column 

5 of Table 3.3) to 0.0907, but it remains statistically significant.  

 

[Insert Table 3.11 here] 

 

5.2 Unobservable macroeconomic or industry shock 

In the previous regression, I have controlled some macroeconomic factors, but 

there still exists some other unobservable macroeconomic or industry shock. The 

unobservable time-series shocks simultaneous with corporate name changes might 

influence the effect of corporate name changes on the cost of debt contracts as well. 

To withdraw this impact of simultaneous changes, following Heckman, Ichimura, and 
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Todd (1997) and Bertrand and Mullainathan (2003), I construct a matched sample 

difference-in-difference methodology. Firstly, I create a matched sample, which 

comprises firms with same two-digit SIC industry as a given name changing firm and 

with sales within ±10% of a name changing firm’s sales. I then construct the 

following regression with name changing firms and matched firms: 

, , , , , , ,( ) ( ) (8)i j t t i i t i i j t i j tLog LoanSpread PostChange ChangeFirm X eα β γ δ= + + × + +

where , ,( )i j tLog LoanSpread  is the logarithm of loan spread for loan j borrowed by firm i 

in year t, tα and iβ are year and firm fixed effects, Xi,j,t represents control variables, 

,i tPostChange  is a dummy variable that equals one if the loan initiation date is after 

corporate name change event date and zero otherwise, and iChangeFirm  equals one 

for a firm that experiences a corporate name change and zero for a matched firm. The 

difference-in-difference methodology controls for the year and firm fixed effect as 

well as the unobservable difference between name-changing firms and matched firms. 

The estimated coefficient on the interaction term, γ, captures the effect on loan 

spread specific to firms that experience name changes. The results reported in column 

2 of Table3.11 show that the estimated coefficient on the interaction term is 0.0544 

and statistically significant at 1% significance level. 

 

5.3 Endogeneity of loan maturity 

In the previous regression, perhaps there exists a case that loan spread and 

maturity are determined contemporaneously in a loan contract. In this case of loan 

spread regression, one of the independent variable, loan maturity, would be 

endogenous. To deal with this issue, I employ a two-stage least square regression. I 

use asset maturity as an instrument variable for loan maturity in the loan spread 
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regression. There are two reason which could explain why asset maturity is an 

appropriate instrument variable. First, the previous literature shows that asset maturity 

is positive correlated with loan maturity. Myers (1977) states that firms attempt to 

match the maturities of their assets and liabilities to lower the agency costs of debt 

because firms with more long-term assets can support more long term debt. Stohs and 

Mauer (1996) and Johnson (2003) provide empirical evidence and show that asset 

maturity is positive correlated with loan maturity. Second, Bharath, Sunder and 

Sunder (2008) argue that asset maturity does not affect loan spread or the residual of 

the loan spread regression. As a result, in the first stage, I regress loan maturity on a 

firm’s asset maturity. I then use the predicted value of loan maturity as the dependent 

variable in the second regression. The result from two-stage least square regression 

shows in column 3 of Table 3.11. and indicate that the after controlling the 

endogeneity of loan maturity, the effect of corporate name changes on loan spread 

from two-stage least square regression is similar to that from OLS regression reported 

in column 4 of Table 3.3.  

 

5.4 Robustness to outliers 

Another potential is whether the statistically significant effect of corporate name 

changes on loan spread could be driven by some loans that have extremely high loan 

spreads after firms experience name changes. I conduct a median regression in which 

the coefficients will be estimated by minimizing the absolute deviations from the 

median. I estimate the effect of corporate name changes on the median loan spread 

and control for firm characteristics, loan characteristics, and macroeconomic factors. I 

report the result in column 4 of Table 3.11. The effect of corporate name changes on 

loan spread from median regression is quite small compared to those from OLS 
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regression shown in Column 4 of Table 3.3, but it remains statistically significant. 

The results indicate that the statistically significant effects of corporate name changes 

on loan spread are not driven by some loans that have extremely high loan spreads 

after firms experience name changes. 

 

5.5 Empirical analysis at deal level 

As I mentioned in section 4, the basic unit of empirical analysis is a loan facility 

or tranche. However, a loan facility may be part of a multiple loan deal and the loan 

contract terms are the outcome of deal-level negotiations. As a result, it is possible 

that loan contract terms in a deal are not independent. If I deem these loan contracts 

terms independent and estimate the regressions at a loan facility level, the statistical 

significance may be overestimated. To address this issue, for each deal, I aggregate 

loan facilities into a deal-level observation. By means of loan amount, I compute 

weighted average loan terms such as loan spread, loan maturity, and so forth. I then 

estimate the regressions at a deal-level and find that the deal-level results are similar 

to the facility-level results. As the result reported in column 5 of Table 3.11, the 

estimated coefficient of PostChange is 0.1536, which is significant at the 1% level. 

This result indicates that in terms of deal-level empirical analysis, loan spread 

increases over 15% on average after a firm experiences corporate name change. 

As for the deal-level empirical analysis of non-priced loan contract terms, the 

results shown in Table 3.12 are quite similar to what I show throughout this chapter. 

The results indicate that after corporate name changes, the likelihood of a loan being 

secured as well as the number of general covenants tend to increase and fewer lenders 

tend to participant the loan. 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

81 

 

In conclusion, the effect of corporate name changes on the cost of loan contract 

is robust to various robustness checks and remains statistically significant. 

 

[Insert Table 3.12 here] 

 

 

6 Conclusions 

Previous literatures focus mainly on the valuation effect of corporate name 

changes from the perspective of shareholders and shows that there is a significantly 

positive price reaction in the stock market for firms that experience corporate name 

changes.  Investors seem to respond enthusiastically to such name changes in hot 

market.  On the other hand, literature on loan contracting also examines how loan 

contracting reflects risk and information asymmetry of firms.  This chapter is the 

first to study how loan contracts are affect by corporate name changes.  I examine 

the effect of name changes from the perspective of debt holders.  I analyze the effect 

of corporate name changes from a sample of U.S. listed firms from 1987 to 2009 and 

find that loans after name changes have significantly higher loan spread, higher 

probability of being secured, more general covenant restrictions, and fewer lenders 

participate in a syndicated loan.  

I also show that compared with wealth effect, the change of lenders’ belief in 

presented value of future cash flows of a firm, the increase of loan spread comes more 

from information effect, the degree of uncertainty lenders have in their evaluation of 

expected future cash flows of a firm after the firm changing name. In addition, 

dividing these name changes into four types, I find that the magnitude of the increase 

in loan spread and the degree of information effect are more significant for radical 
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name change cases when the new name and old name have no historical relation.  

The results also show that firms pay higher borrowing costs when investors 

experience a significantly positive reaction from stock market through cosmetic name 

changes. 

In summary, the evidence provided in this chapter is consistent with the 

hypothesis that higher information asymmetry and credit risk produced by corporate 

name changes negatively affect lenders’ belief in the expected future cash flows of a 

firm. Lenders increase loan spread and strengthen the contract terms after corporate 

name changes. The results also provide evidence that lenders play an important role in 

monitoring and controlling borrowers after they change their names. 
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Table 3.1: Description of the sample 
This table provides the details of sample creation process and the number of firms that change their names by reasons of name 

changes (Panel A), distribution of name changes (Panel B) and whether the name change earns stock market significantly 

positive reaction (Panel C). I search the reasons for corporate name changes from company news files in LexisNexis database. 

Positive CAR is significantly positive market-adjusted cumulative abnormal return from the 15 days before the event date to the 

30 days after the event date for companies that undergo a name change. 

  Number
Initial number of firms in sample 826 
Deleted number of firms that change their names more that once 99 
Deleted number of firms with duration less than one month or more than five 
years 

33 

Deleted number of firms that only have pre- change loan or post- change loan 63 
Deleted due to mergers and acquisitions 170 
Deleted due to restructure 78 
Deleted due to confounding events or no name change reason 153 
Final sample 230 
Panel A: Reason of corporate name changes   
Brand adoption 60 
Broader focus 44 
Narrower focus 26 
Radical change 75 
Miscellaneous 25 
Total 230 
Panel B: Distribution of corporate name changes  
1987-1990 7 
1991-1995 28 
1996-2000 94 
2001-2005 64 
2006-2009 37 
Total 230 
Panel C: Positive CAR V.S. non-positive CAR  
Positive CAR 108 
Non-positive CAR 87 
No information in CRSP database 35 
Total 230 
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Table 3.2: Summary statistics of loan contract terms for name change firms 
This table presents summary statistics of loan contract terms for sample firms. Loan spread is measured as the amount the borrower pays in basis points over LIBOR for each dollar drawn down. Loan maturity is 

calculated how long the facility will be active from signing date to expiration date. Loan size is facility amount measured in millions of dollars. Performance pricing dummy equals one if the loan facility is priced by 

firm performance and zero otherwise. Secured dummy equal one if the loan facility is secured by collaterals and zero otherwise. Number of lenders is the number of lenders in a loan. Number of financial covenants is 

the number of accounting limits which must be maintained when the loan is outstanding. Number of financial covenants is the number of covenant restrictions on dividends, prepayment and voting right, such as 

collateral release, term changes and so on. The number of observation (N), mean and standard deviation (STD) of variables, and the means of difference between the variables before name changes and after name 

changes are reported. ***, **, and * indicate that the means of difference is significant at the 1%, 5%, and 10 level, respectively. 

    Full sample   Before name change  After name change Difference 
  N Mean STD Mean STD Mean STD Mean 
Loan spread (basis points) 2715 190.33  143.65 170.13  127.86 207.96  154.03 37.82*** 
Loan maturity (months) 2922 48.30  29.17 48.86  31.12 47.79  27.31 -1.07  
Loan size ($millions) 3208 314.28  707.45 308.46  854.30 319.72  534.85 11.26 
Performance pricing dummy 3208 0.37  0.48  0.32  0.47  0.42  0.49 0.1*** 
Secured dummy 1939 0.74  0.44  0.74  0.44  0.75  0.43 0.01*** 
Number of lenders 3208 7.56  9.72  7.75  11.11 7.38  8.21 -0.38  
Number of financial covenants 1520 7.63  4.48  7.85  4.50  7.49  4.46 -0.37  
Number of general covenants 3208 1.90  2.60  1.55  2.47  2.23  2.67 0.68*** 
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Table 3.3: Effect of name change on the cost of bank debt 
This table presents the multivariate regression results on the effect of name changes on the cost of loan contract. The dependent 

variable is Log (loan spread). The dummy variable, PostChange, equals one if the loan initiate date is after corporate name change 

event date and zero otherwise. T statistics are reported in parentheses.  ***, **, and * indicate that the coefficient is significant at the 

1%, 5%, and 10 level, respectively. 

   [1] [2] [3] [4] 
PostChange  0.2453***  0.2384*** 0.2011***  0.1125***
  (7.50) (4.62) (3.59) (3.84) 
Firm characteristics     
 Log(assets)  -0.1992*** -0.1052***  -0.1151***
   (-16.08) (-5.10) (-5.86) 
 Market to book  -0.0389* -0.0558**  -0.0356 
   (-1.90) (-2.44) (-1.63) 
 Leverage  1.0913*** 0.9826***  0.9560***
   (10.40) (9.16) (9.22) 
 Profitability  -1.9028*** -1.6267***  -1.5291***
   (-5.71) (-4.83) (-4.74) 
 Tangibility  -0.2145** -0.2465***  -0.2462***
   (-2.27) (-2.65) (-2.78) 
 Z-score  -0.0382*** -0.0354**  -0.0290**
   (-2.70) (-2.39) (-2.06) 
 Effective spread  0.3193*** 0.4032***  0.3874***
   (4.70) (5.65)  (5.67) 
 Herfindahl  -0.3391** -0.4801***  -0.4712***
   (-1.99) (-2.86)  (-2.92) 
Loan characteristics     
 Log(loan maturity)   0.1280***  0.1666***
    (4.69) (6.37) 
 Log(loan size)   -0.1249***  -0.1112***
    (-5.35) (-5.00) 
 Performance pricing   -0.0982**  -0.1083***
    (-2.30) (-2.66) 
Macroeconomic factors     
 Credit spread     0.4008***
     (7.41) 
 Term spread    0.0882***
     (3.15) 
 Period(1996-2000)    0.11  
     (0.88) 
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Control for      
 Loan type N.A. N.A. N.A. Yes 
 Loan purpose N.A. N.A. N.A. Yes 
 Industry effects N.A. N.A. N.A. Yes 
N  2679 2089 1986 1986 
Adjusted R-square 0.0202 0.3949 0.4233 0.4805 
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Table 3.4: Effect of name change on the cost of bank debt among different types 
This table presents the multivariate regression results on the effect of name changes on the cost of loan contract among four types of name changes: 

Brand adoption, Broader focus, Narrower focus and Radical changes. The dependent variable is Log (loan spread). T statistics are reported in 

parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively. 

  Major name changes Minor name changes 
  [1]Brand adoption [4]Radical change [2]Broader focus [3]Narrower focus
PostChange  0.1024***  0.2455***  0.0265 0.2043*  
 (2.56) (3.62) (0.54) (1.95) 
Firm characteristics     
Log(assets) -0.0952***  -0.1156***  -0.1654***  -0.1001***  
 (-4.37) (-5.28) (-2.76) (-2.49) 
Market to book -0.1085***  -0.0489*  -0.0399 0.0097 
 (-2.96) (-1.85) (-1.31) (1.48) 
Leverage 0.9014***  0.8715***  0.7862***  0.1568***  
 (6.34) (5.89) (4.16) (3.25) 
Profitability -0.1842 0.2987 -1.5671***  -1.9576 
 (-0.44) (1.09) (-3.16) (-0.42) 
Tangibility -0.9516***  -0.201 -0.0045 -0.4697 
 (-5.45) (-1.46) (-0.02) (-1.54) 
Z-score -0.0065 -0.0981***  -0.0076 -0.0547 
 (-0.71) (-2.76) (-0.42) (-1.17) 
Effective spread 0.2698  0.5116***  0.4168  0.5122**  
 (1.17) (4.82) (1.67) (2.62) 
Herfindahl -0.9239***  -0.4943  0.2456  -1.2968**  
 (-2.81) (-1.36) (0.89) (-1.99) 
Loan characteristics     
Log(loan maturity) 0.2156***  0.1618***  0.2684***  0.1503**  
 (6.57) (4.25) (3.70) (2.24) 
Log(loan size) -0.1579***  -0.0744***  -0.1649***  -0.1989***  
 (-6.24) (-2.45) (-3.71) (-4.18) 
Performance pricing -0.1120***  -0.1185**  0.0079 -0.1647 
 (-2.77) (-2.11) (0.10) (-1.66) 
Macroeconomic factors     
Credit spread  0.3541***  0.2215***  0.3124***  0.4450**  
 (3.12) (5.12) (4.01) (3.11) 
Term spread 0.0156 0.0933*  0.1059 0.0649 
 (0.46) (1.83) (0.79) (0.88) 
Period(1996-2000) 0.0497 -0.1124 -0.2781 -0.099 
 (0.71) (-1.01) (-0.22) (-0.45) 
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Control for      
Loan type Yes Yes Yes Yes 
Loan purpose Yes Yes Yes Yes 
Industry effects Yes Yes Yes Yes 
N 544 679 417 165 
Adjusted R-square 0.6349 0.5591 0.6124 0.5511 
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Table 3.5: Wealth effect versus information effect of name change on the cost of loan  
This table presents the regression results on the wealth effect versus information effect of name change on the cost of loan contract. The dependent variable is Log (loan spread). 

Analyst forecast and analyst forecast dispersion data are collected from I/B/E/S. The dummy variable, dispincrease, equals one if analyst forecast dispersion increases after 

name changes and zero otherwise. T statistics are reported in parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively. 

      Major name changes Minor name changes 
    [1]Full sample [2]Brand adoption [3]Radical change [4]Broader focus [5]Narrower focus
PostChange  0.0763***  0.1754  0.1500*  0.0458  0.2520  
  (2.44) (0.97) (1.89) (0.93) (0.68) 
Analyst earnings forecast -0.0320  -0.2814  -0.0869  0.0436  0.2803  
  (-0.85) (-1.28) (-0.96) (0.94) (0.36) 
Analyst forecast 
dispersion 

0.6249***  0.9153  1.4947***  0.7093***  0.1149  

  (2.98) (0.45) (4.82) (4.32) (1.46) 
Post-name 
change*Dispincrease 

0.1532***  -0.1183  0.4915***  0.7163  0.0181  

  (2.49) (-0.92) (3.84) (0.53) (0.78) 
Firm characteristics      
 Log(assets) -0.1162***  -0.0655***  -0.3125***  -0.3226***  -0.4701**  
  (-4.02) (-3.42) (-2.64) (-4.21) (-2.15) 
 Market to book -0.0891***  -0.4484***  0.0064  0.0081  -0.3649  
  (-2.48) (-3.68) (0.27) (0.13) (-0.77) 
 Leverage 0.8300***  0.0410  0.2736***  0.2207  0.6430  
  (5.73) (0.07) (2.72) (0.58) (0.75) 
 Profitability -2.5174***  -0.9163  -3.0133***  -4.9663***  -0.4368  
  (-5.59) (-0.73) (-3.81) (-4.71) (-0.19) 
 Tangibility -0.2779**  -0.3977  -0.4557  0.9267***  -0.5348  
  (-2.05) (-0.93) (-1.74) (3.13) (-0.70) 
 Z-score -0.0497**  0.0149  -0.0043***  0.2179***  -0.3442  
  (-2.09) (0.15) (-3.11) (2.55) (-1.56) 
 Effective spread 0.4612***  0.4999  0.8257***  0.3306*  0.8563  
  (5.03) (1.22) (4.61) (1.93) (0.80) 
 Herfindahl -0.7882  -0.0174  -0.5136  -0.2968  -1.0242  
  (-0.86) (-0.04) (-0.93) (-0.65) (-0.64) 
Loan characteristics      
 Log(loan maturity) 0.1988***  0.1641***  0.0489  0.1940***  0.2802*  
  (7.49) (2.32) (0.53) (3.03) (2.04) 
 Log(loan size) -0.0908***  -0.0988  -0.1719***  -0.1030  -0.0905  
  (-3.03) (-1.61) (-3.30) (-1.73) (-0.63) 
 Performance pricing -0.1652***  -0.3704***  0.1186  0.0532  -0.1897  
  (-4.28) (-3.13) (1.24) (0.50) (-0.88) 
Macroeconomic factors      
 Credit spread  0.3880***  0.2851*  0.3086***  0.4978***  0.4635  
  (5.66) (1.95) (2.71) (4.06) (0.68) 
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 Term spread 0.0360  0.1507***  0.0973  0.0964  0.2082**  
  (1.19) (2.59) (1.85) (1.59) (2.12) 
 Period(1996-2000) 0.0813  0.0466  0.0211  -0.2791  -0.0165  
  (1.41) (0.30) (0.20) (-1.97) (-0.04) 
Control for       
 Loan type Yes Yes Yes Yes Yes 
 Loan purpose Yes Yes Yes Yes Yes 
 Industry effects Yes Yes Yes Yes Yes 
N  1143 318 355 310 55 
Adjusted R-square 0.5041 0.7246 0.4737 0.5724 0.648 
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Table 3.6: Positive CAR effect of name changes on the cost of loan contract 
The table presents the regression results on the effect of positive CAR name changes on the cost of loan contract. The dependent variable is Log (loan 

spread). The dummy variable, PostChange, equals one if the loan initiate date is after corporate name change event date and zero otherwise. The 

dummy variable, PositiveCAR, equals one if firms changing their names earn a cumulative abnormal return from the 15 days before the name change 

event date to the 30 days after the event date and zero otherwise. T statistics are reported in parentheses.  ***, **, and * indicate that the coefficient 

is significant at the 1%, 5%, and 10 level, respectively. 

 
PostChange 0.1818**  
  (2.20) 
PostChange *positiveCAR 0.2312***  
  (3.16) 
Firm characteristics  
 Log(assets) -0.0761***  
  (-2.42) 
 Market to book 0.0447  
  (1.31) 
 Leverage 0.8076***  
  (5.43) 
 Profitability -1.0475***  
  (-2.35) 
 Tangibility -0.0069  
  (-0.04) 
 Z-score -0.0601***  
  (-2.57) 
 Effective spread 0.3058***  
  (3.62)  
 Herfindahl -0.3431  
  (-0.99) 
Loan characteristics  
 Log(loan maturity) 0.0682  
  (1.60) 
 Log(loan size) -0.0352  
  (-1.01) 
 Performance pricing -0.1877***  
  (-2.96) 
Macroeconomic factors  
 Credit spread  0.3095***  
  (3.52) 
 Term spread 0.1117***  
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  (3.14) 
 Period(1996-2000) 0.0256  
  (0.39) 
Control for   
 Loan type Yes 
 Loan purpose Yes 
 Industry effects Yes 
N  1387 
Adjusted R-square 0.4178 
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Table 3.7: The effect of name change on loan maturity 
The table present regression result on the effect of name changes on loan maturity. This regression is an OLS regression with log(loan maturity) as the dependent 

variable. The dummy variable, PostChange, equals one if the loan initiate date is after corporate name change event date and zero otherwise. T statistics are reported in 

parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively. 

      Major name changes Minor name changes 
    [1]Full sample [2]Brand adoption [3]Radical change [4]Broader focus [5]Narrower focus
PostChange 0.1019  0.2622  0.2833  0.0468  0.3691  
  (1.71) (1.59) (1.24) (0.40) (1.23) 
Firm characteristics      
 Log(assets) -0.1504  -0.0998  -0.1985  -0.0826  -0.4707  
  (-0.89) (-0.69) (-1.01) (-1.68) (-1.54) 
 Market to book -0.0755  -0.3258  -0.0148  -0.0933  -0.0660  
  (-0.92) (-0.88) (-0.17) (-1.86) (-0.63) 
 Leverage 0.7167***  -0.1276 0.7108***  0.6078  -0.3143  
  (5.89) (1.23) (2.82) (1.80) (-0.57) 
 Profitability -0.0037  0.8915  0.4125  -0.8473  0.6345  
  (-0.01) (0.84) (0.53) (-1.17) (0.39) 
 Tangibility -0.0915  0.4015  -0.0741  0.2084  -0.4759  
  (-0.87) (1.27) (-0.41) (1.03) (-1.03) 
 Z-score -0.0117  -0.0397  -0.0349  0.0237  0.0127  
  (-0.70) (-0.48) (-1.06) (0.83)  (0.13) 
 Effective spread -0.0106  -0.0712  0.2678*  -0.0994  -0.5976  
  (-0.13)  (-0.24)  (1.97)  (-0.54) (-1.78)  
 Herfindahl 0.2434  0.2757  -0.0388  0.86676** -0.9273  
  (1.26) (0.65) (-0.08) (2.39) (-1.05) 
Loan characteristics      
 Log(loan maturity)      
       
 Log(loan size) 0.1703***  0.1293***  0.1515***  0.0876  0.4954***  
  (6.83) (2.59) (3.40) (1.79) (5.19) 

 
Performance 
pricing 

0.1589***  0.1895  0.1689*  0.2687***  0.0913  

  (3.37) (1.76) (2.11) (2.87) (0.55) 
Macroeconomic 
factors 

     

 Credit spread  -0.2317***  -0.1538  -0.2785***  -0.2485**  -0.1024  
  (-3.59) (-0.89) (-2.58) (-2.29) (-0.48) 
 Term spread -0.0495*  -0.0669  -0.0028  -0.0534  -0.0980  
  (-1.88) (-1.18) (-0.07) (-0.97) (-1.12) 
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 Period(1996-2000) -0.0658  -0.3080*  -0.1209  -0.0686  -0.3137  
  (-1.29) (-2.09) (-1.31) (-0.60) (-1.54) 
Control for       
 Loan type Yes Yes Yes Yes Yes 
 Loan purpose Yes Yes Yes Yes Yes 
 Industry effects Yes Yes Yes Yes Yes 
N  2234 615 757 474 185 
Adjusted R-square 0.1308 0.1216 0.1679 0.1103 0.2766 
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Table 3.8: The effect of name change on loan collateralization 
The table present regression result on the effect of name changes on loan collateralization. This regression is a Probit regression with the dependent variable, a 

dummy variable, which equal one if firm is secured and zero otherwise. The dummy variable, PostChange, equals one if the loan initiate date is after corporate name 

change event date and zero otherwise. Chi-Square statistics are reported in parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 

10 level, respectively. 

      Major name changes Minor name changes 
    [1]Full sample [2]Brand adoption [3]Radical change [4]Broader focus [5]Narrower focus
PostChange  0.1952* -0.0096  0.5031***  0.1254 -0.0235 
  (4.12) (0.05) (8.07) (0.36) (0.09) 
Firm characteristics      
 Log(assets) -0.3567*** -0.4621***  -0.3164***  -0.5236** 0.0836 
  (41.24) (16.25) (17.58) (5.12) (0.31) 
 Market to book -0.1097** -0.0965  -0.0526  -0.3215*** 1.3264*** 
  (5.16) (0.65) (0.11) (8.62) (8.16) 
 Leverage 1.9674*** 1.4521**  1.8613***  1.2556* 2.2354* 
  (46.21) (7.26) (18.16) (4.01) (3.52) 
 Profitability -0.3267 -0.0539  0.7652  -0.9862 -0.8562** 
  (0.21) (0.07) (0.69) (0.63) (5.49) 
 Tangibility -0.6495** -0.5156  -0.3568  -0.5762 -0.0017 
  (5.97) (0.72) (0.84) (2.03) (0.03) 
 Z-score 0.0234 0.0235  -0.0623  0.0356 0.3638 
  (0.44) (0.02) (0.09) (0.69) (1.72) 
 Effective spread 0.7231** 0.6312** 0.5534*** 0.2634** 0.1346* 
  (5.41) (5.21) (8.25) (5.56) (4.36) 
 Herfindahl -0.5187 -0.3542 -0.2615 -0.2156 -0.3241 
  (0.81) (0.21) (1.11) (0.32) (0.95) 
Loan characteristics      

 
Log(loan 
maturity) 

0.4312 0.4162  0.4651  0.4105 0.6423 

  (1.97) (2.97) (2.15) (2.35) (2.55) 
 Log(loan size) -0.1632*** -0.2635***  -0.1982**  -0.0726 -0.7162*** 
  (16.21) (7.81) (5.35) (0.24) (11.27) 

 
Performance 
pricing 

-0.1862  -0.4136  -0.1623  -0.3267  0.9563  

  (2.56) (2.57) (0.71) (1.59) (2.28) 
Macroeconomic 
factors 

     

 Credit spread  0.2267* 0.6685  0.0923  0.5726* 0.1623 
  (2.34) (2.15) (0.15) (3.29) (0.17) 
 Term spread 0.1016 0.0746  0.1635*  0.0726 0.2564 
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  (2.01) (0.83) (2.97) (0.25) (1.42) 
 Period(1996-2000) 0.0716 0.1364  0.0025  0.2546 0.2751 
  (0.59) (0.47) (0.03) (1.27) (0.63) 
Control for       
 Loan type Yes Yes Yes Yes Yes 
 Loan purpose Yes Yes Yes Yes Yes 
 Industry effects Yes Yes Yes Yes Yes 
N   1516 419 500 326 133 
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Table 3.9: The effect of name change on general covenants restriction 
The table present regression result on the effect of name changes on covenants restriction. This regression is a Poisson regression with the number of general 

covenants as the dependent variable. General covenants include the restrictions on the payment of dividend, the restriction that a firm has to pay through a specific 

source, and the restrictions on voting rights. Chi-Square statistics are reported in parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 

5%, and 10 level, respectively. 

      Major name changes Minor name changes 
    [1]Full sample [2]Brand adoption [3]Radical change [4]Broader focus [5]Narrower focus
PostChange  0.1563***  -0.0624  0.2468***  0.6355  0.1657  
  (24.26) (0.09) (20.38) (0.29) (0.88) 
Firm characteristics      
 Log(assets) -0.1968***  -0.1597***  -0.1856***  -0.1562***  -0.0751  
  (78.36) (33.71) (41.03) (20.62) (0.97) 
 Market to book -0.0521***  0.0359  -0.0679***  -0.1634***  0.0842  
  (7.59) (0.74) (6.37) (7.62) (0.16) 
 Leverage 0.9356***  0.8549***  0.8972***  0.6234***  0.6234  
  (209.25) (40.68) (54.35) (6.24) (0.47) 
 Profitability 0.2816  1.0619**  0.0812  1.6349***  1.5614  
  (2.01) (6.32) (0.11) (8.26) (1.26) 
 Tangibility -0.0135  0.3957  -0.2063**  0.2964*  -0.7541**  
  (0.46) (1.12) (4.32) (3.55) (5.67) 
 Z-score -0.0389***  -0.0394*  -0.0635***  -0.0067  -0.1359*  
  (8.26) (3.01) (17.09) (0.19) (2.79) 
 Effective spread 0.5681*** 0.3146*** 0.6125*** 0.2035*** 0.4512*** 
  (22.38) (28.62) (20.22) (34.21) (18.25) 
 Herfindahl 0.3259 0.2562 0.1035 0.1268 0.6254 
  (0.21) (0.16) (0.29) (0.09) (0.13) 
Loan characteristics      
 Log(loan maturity) 0.3368***  0.4628***  0.6891***  0.2689***  0.3648***  
  (150.52) (56.58) (21.38) (33.21) (15.94) 
 Log(loan size) 0.0927***  0.07623*  0.1031***  0.1067***  -0.0346  
  (30.56) (5.37) (16.39) (6.37) (0.27) 
 Performance pricing 1.1386***  1.3168***  1.0694***  1.3164***  1.076***  
  (126.25) (264.27) (223.46) (244.56) (62.85) 
Macroeconomic factors      
 Credit spread  0.3058***  0.5927***  0.0316  0.4645***  0.6211  
  (56.12) (32.81) (0.14) (26.20) (0.41) 
 Term spread -0.1235  -0.5371  -0.0097  0.0762*  -0.1961  
  (1.68) (0.59) (0.10) (3.06) (1.67) 
 Period(1996-2000) -0.1038***  0.1637*  -0.0861  -0.5645***  -0.1276***  
  (11.32) (4.31) (1.98) (42.34) (6.49) 
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Control for       
 Loan type Yes Yes Yes Yes Yes 
 Loan purpose Yes Yes Yes Yes Yes 
 Industry effects Yes Yes Yes Yes Yes 
N   460 615 757 474 185 
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Table 3.10: The effect of name change on number of lenders 
The table present regression result on the effect of name changes on number of lenders. This regression is a Poisson regression with the total number of lenders in a 

single loan as the dependent variable. The dummy variable, PostChange, equals one if the loan initiate date is after corporate name change event date and zero 

otherwise. Chi-Square statistics are reported in parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, respectively. 

      Major name changes Minor name changes 
    [1]Full sample [2]Brand adoption [3]Radical change [4]Broader focus [5]Narrower focus
PostChange  -0.2364***  -0.3069***  -0.2358***  -0.1038**  -0.1965**  
  (116.24) (88.67) (59.86) (6.69) (4.35) 
Firm characteristics      
 Log(assets) 0.1032***  0.2697***  0.1136***  0.1245***  0.4678***  
  (181.21) (68.98) (74.65) (44.76) (99.64) 
 Market to book -0.0897***  -0.2679***  -0.0365***  -0.0687** 0.1769***  
  (88.56) (56.35) (41.86) (3.59) (10.23) 
 Leverage 0.4598***  -0.0038  0.6987***  0.3167 0.1685  
  (66.27) (1.60) (82.62) (3.00) (0.49) 
 Profitability 1.1165***  2.8967***  1.6972***  -0.6597  -0.6535  
  (113.95) (100.21) (63.21) (2.01) (0.34) 
 Tangibility -0.5546***  -1.1962***  -0.6973***  -0.5963***  -0.3526  
  (219.11) (113.33) (119.24) (43.68) (2.19) 
 Z-score -0.0346***  -0.0869***  -0.0697***  0.0068  -0.1985***  
  (33.46) (106.76) (6.57) (0.09) (16.34) 
 Effective spread -0.2689*** -0.1587*** -0.5614*** -0.2461** -0.1614*** 
  (57.52) (46.23) (68.35) (3.56) (43.29) 
 Herfindahl 0.9531 0.1237 0.1110 0.9125 0.1341 
  (2.13) (1.55) (1.97) (1.13) (0.15) 
Loan characteristics      

 
Log(loan 
maturity) 

0.1264***  0.0359***  0.0968***  0.1635***  -0.0268  

  (87.11) (79.86) (15.31) (63.35) (0.29) 
 Log(loan size) 0.3456***  0.3968***  0.3679***  0.6981***  0.6385***  
  (116.53) (352.98) (204.68) (316.57) (211.62) 

 
Performance 
pricing 

0.5264***  0.4024***  0.4496***  0.4638***  0.7821***  

  (243.21) (211.68) (269.34) (193.57) (100.46) 
Macroeconomic 
factors 

     

 Credit spread  -0.3025***  -0.0968  -0.3967***  -0.3649***  -0.6128*  
  (100.85) (1.71) (46.38) (22.38) (3.49) 
 Term spread 0.1169***  0.5697***  0.6453***  0.0385  0.0268  
  (126.97) (54.96) (85.68) (1.59) (0.29) 
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 Period(1996-2000) -0.0138  0.0678  0.0021  -0.1039**  0.4945***  
  (0.28) (1.56) (0.19) (4.98) (26.68) 
Control for       
 Loan type Yes Yes Yes Yes Yes 
 Loan purpose Yes Yes Yes Yes Yes 
 Industry effects Yes Yes Yes Yes Yes 
N   2234 615 757 474 185 
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Table 3.11: Robustness Check 
The table present represents the robustness tests of the effect of corporate name changes on the cost of loan contracting. The dependent variable in all regressions in 

this table is Log (loan spread). Regression (1) is the regression with firm fixed effects and cluster the standard errors within firm. Regression (2) is the matched 

sample differences-in-differences regression. Regression (3) is the two-stage least square regression, in which asset maturity as the instrument variable to control the 

potential endogeneity of loan maturity. The regression robust to outliers is reported in (4). Regression (5) is the deal level regression, in which individual loan terms 

in a deal are aggregated into a deal level observation using loan amount as weights. The dummy variable, PostChange, equals one if the loan initiated date is after 

corporate name change date and zero otherwise. T statistics are reported in parentheses. ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 

10 level, respectively. 

    [1] [2] [3] [4] [5] 

    

Regression with 
robust and 

clustering adjusted 
standard errors 

Regression 
with 

Matched 
sample 

Regression with 
Endogeneity of 
loan maturity 

Regression 
robust to 
Outliers 

Regression 
with Deal 

level 

PostChange  0.0907*  0.0544*** 0.1006***  0.1024** 0.1536***
  (1.81) (2.35) (3.59) (2.17) (3.28) 
Firm characteristics     
 Log(assets) -0.0930***  -0.1367*** -0.0823***  -0.1050*** -0.2041***
  (-4.44) (-14.65) (-7.32) (-5.67) (-17.68) 
 Market to book -0.0534*  -0.0239*** -0.0356***  0.0203 -0.0614***
  (-1.71) (-3.41) (-2.71) (0.87) (-3.08) 
 Leverage 0.8083***  0.7046*** 0.6965***  1.0453*** 0.7459***
  (7.88) (15.82) (10.93) (9.99) (7.32) 
 Profitability -0.6702*  -0.7836*** -0.8514***  -0.6708*** -0.8397***
  (-1.72) (-7.42) (-5.08) (-2.41) (-3.47) 
 Tangibility -0.2688*  -0.1099*** -0.2191***  -0.3099*** -0.1930**
  (-1.72) (-2.35) (-3.58) (-3.05) (-2.13) 
 Z-score -0.0010  -0.0090  0.0021  -0.0084 -0.0098 
  (-0.08) (-1.63) (0.31) (-0.76) (-0.88) 
 Effective spread 0.3245*** 0.1257*** 0.1134*** 0.2234* 0.3044***
  (3.28) (5.31) (4.12) (1.99) (4.03) 
 Herfindahl -0.4810** -0.5511* -0.1349 -0.9457 -0.2166*
  (-2.23) (-2.01) (-1.45) (-0.33) (-2.06) 
Loan characteristics     
 Log(loan maturity) 0.1376***  0.2193*** 0.3599***  0.0996*** 0.0927***
  (4.43) (15.01) (11.51) (3.19) (3.23) 
 Log(loan size) -0.1558***  -0.1010*** -0.1604***  -0.1034*** 0.0036***
  (-6.69) (-10.30) (-12.72) (-4.91) (2.69) 
 Performance pricing -0.0833*  -0.1631*** -0.0783***  0.3525*** -0.0576 
  (-1.96) (-7.86) (-2.89) (7.85) (-1.41) 
Macroeconomic factors     
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 Credit spread  0.4381***  0.4214*** 0.4319*** 0.5632*** 0.4911***
  (7.80) (13.69) (10.54) (8.21) (8.11) 
 Term spread 0.0728***  0.0591*** 0.0771*** 0.0707*** 0.0853***
  (3.67) (4.87) (4.88) (2.69) (3.60) 
 Period(1996-2000) 0.0198  N.A. 0.0175  -0.0217 0.0478 
  (0.32)  (0.65) (-0.49) (1.15) 
Control for       
 Loan type Yes Yes Yes Yes Yes 
 Loan purpose Yes Yes Yes Yes Yes 
 Industry effects Yes Yes Yes Yes Yes 
N  1974 3513 2076 2222 1353 
Adjusted R-square 0.5032  0.4171  0.5114  0.2169 0.3555 
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Table 3.12: Deal-level analysis of non-price loan contract terms 
The table present regression result on the effect of name changes on non-price loan contract terms at a deal level. The dummy variable, PostChange, equals one if 

the loan initiate date is after corporate name change event date and zero otherwise. Regression (1) is an OLS regression with log(loan maturity) as the dependent 

variable. Regression (2) is a Probit regression with the dependent variable, a dummy variable, which equal one if firm is secured and zero otherwise. Regression (3) 

is a Poisson regression with the number of general covenants as the dependent variable. Regression (4) is a Poisson regression with the total number of lenders in a 

loan as the dependent variable. I reported p-value in parentheses.  ***, **, and * indicate that the coefficient is significant at the 1%, 5%, and 10 level, 

respectively. 

    [1] [2] [3] [4] 
    Log(maturity) security Number of covenants Number of lenders
PostChange  0.0566 0.2851*** 0.2140*** -0.1337*** 
  (0.1787) (0.0087) (0.0000) (0.0000) 
Firm characteristics     
 Log(assets) -0.0389*** -0.3988*** -0.0983*** 0.3007*** 
  (0.0003) (0.0000) (0.0000) (0.0000) 
 Market to book -0.0809*** -0.1267** -0.002 -0.0308*** 
  (0.0000) (0.0197) (0.9246) (0.0035) 
 Leverage 0.3575*** 1.1645*** 0.7375*** 0.2852*** 
  (0.0003) (0.0000) (0.0000) (0.0000) 
 Profitability 0.8782*** -0.564 -0.1685 1.3225*** 
  (0.0002) (0.3817) (0.4949) (0.0000) 
 Tangibility 0.0427 -0.2766 -0.1176 -0.3688*** 
  (0.6310) (0.2089) (0.1678) (0.0000) 
 Z-score -0.0039 0.0226 -0.0147 0.0023 
  (0.7206) (0.4795) (0.1229) (0.7601) 
 Effective spread 0.3102 0.4501** 0.5249* -0.6484 
  (0.1254) (0.0142) (0.0793) (0.1102) 
 Herfindahl -0.1243 0.0124 0.3167 0.1784 
  (0.5512) (0.1123) (0.3580) (0.6451) 
Loan characteristics     
 Log(loan maturity) 0.0851 0.1703*** 0.1476*** 
   (0.1936) (0.0000) (0.0000) 
 Log(loan size) 0.0066*** -0.0219*** 0.0126*** 0.0089*** 
  (0.0000) (0.0000) (0.0000) (0.0000) 
 Performance pricing 0.2222*** 0.2162** 1.3716*** 0.6938*** 
  (0.0000) (0.0380) (0.0000) (0.0000) 
Macroeconomic factors    
 Credit spread  -0.1827*** 0.1475 0.3304*** -0.2725*** 
  (0.0026) (0.3487) (0.0000) (0.0000) 
 Term spread -0.0489** 0.152*** -0.0085 0.0821*** 
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  (0.0358) (0.0093) (0.7045) (0.0000) 
 Period(1996-2000) -0.0480 0.1135 -0.0371 0.0667*** 
  (0.2316) (0.2574) (0.3260) (0.0008) 
Control for      
 Loan type Yes Yes Yes Yes 
 Loan purpose Yes Yes Yes Yes 
 Industry effects Yes Yes Yes Yes 
N   1541 1002 1541 1541 
 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

105 
 

Chapter Ⅳ 

 
Conclusion and Future Studies 

 

In this dissertation I investigate the benefits and costs of corporate name changes. 

As for the benefit of corporate name change, little empirical research has been 

conducted on the impact of oil price surge on corporate behavior. The recent surges 

and crash in oil price provide me the opportunity to examine the claim that managers 

take advantage of investor sentiment by changing corporate names as reported in 

Cooper, Dimitrov and Rau (2001), Copper et al. (2005) and Bae and Wang (2009). 

Therefore, in the first essay, I explode the valuation effect of corporate name changes 

associated with the words “oil” or “petroleum” on stock price. In addition, I compare 

the impacts of corporate name changes in the U.S. and Canadian stock markets from 

January 2000 to June 2009.  

I show that there are different results in the U.S. and Canadian stock markets and 

in the different market conditions. U.S. market responses more positively to firms that 

adding the words “oil” or “petroleum” to their names when oil price surge; however, 

the U.S. stock market responses negatively to resource-unrelated name changes 

during financial crisis period. The results for the hot oil market periods show that 

when oil price surge, investors react more enthusiastically to corporate name changes, 

which is consistent with the hypothesis of investor mania in Cooper, Dimitrov and 

Rau (2001), Copper et al. (2005) and Bae and Wang (2009), but contrary to Howe 

(1982) and Karpoff and Rankine (1994). However, the positive reaction vanished as 

the recent financial crisis exploded. Increasing volatility and uncertainty eliminate the 

optimisms generated by surging oil prices. It is convincible that investors expect 

economic hardship caused by the financial crisis, which in turn, would hurt the oil 
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industry and high oil price is not expected to be sustainable.  

On the contrary, Canadian stock market seen to have no significant reaction to 

corporate name changes involving oil-term names regardless of the type of corporate 

name changes or the market conditions. This might be due to the different economic 

structure between U.S. and Canada. In recently years, Canada becomes a big oil 

exporter of the world, while U.S. is an oil importer. I consider that the different 

structure in oil industry between US and Canada that perhaps could explain why 

investors in Canadian market have less investor mania (insignificant CAR) than those 

in U.S. stock market. 

Renaming corporate names can be a costly strategy or mistake, although the 

wealth effects of corporate name changes exist in stock market.  The extant literature 

and the first essay focus mainly on the valuation effect of corporate name changes 

from the perspective of shareholders, and show that managers have an opportunity to 

take advantage of investor sentiment to benefit from stock price during the market in a 

boom. However, there is little study to investigate the cost of corporate name changes. 

A corporate name change implies that the information about reputation, operation and 

future prospect of a firm previous known might be adjusted; therefore, prior beliefs 

about the credit risk and information asymmetry need to be revaluated. The risk and 

uncertainty about financial status that debt holders would be faced with being more 

likely to increase after a firm experiences a corporate name change, which in turn, 

would reflect in the higher spread that debt holders would request. 

As a result, in second essay I examine the effect of corporate name changes from 

the perspective of bank loan holders rather than that of shareholders.  I analyze the 

effect of corporate name changes for a sample of U.S. listed firms from 1987 to 2009. 

I find that loans initiated after a corporate name change have significantly higher loan 
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spread, higher probability of being secured, more general covenant restrictions and 

fewer lenders participate in a syndicated loan. Furthermore, the results show that 

compared with the change of lenders’ belief in presented value of future cash flows of 

a firm (wealth effect), the increase of loan spread comes more from the degree of 

uncertainty lenders have in their evaluation of expected future cash flows of a firm 

after the firm changing name (information effect). Moreover, dividing these name 

changes into four types, I find that the magnitude of the increase in loan spread and 

the degree of information effect are more significant for the corporate name changes 

that the new name and old name have no historical relation. This is consistent with 

Wu (2010). Finally, the results show that firms pay higher borrowing costs when 

investors experience a significantly positive reaction from stock market through 

cosmetic name changes, which provide evidence that lenders play an important role in 

monitoring and controlling borrowers after they change their names. 

This dissertation is related to both the corporate name changes literatures and 

loan contracting literatures. This dissertation makes four contributes to the current 

literatures. Firstly, related to corporate name changes most literature investigates the 

impact of corporate name changes from different industry. There is little study to 

examine the valuation effect of corporate name changes in a single energy industry. 

The first essay of this dissertation fills the gap by investigating the wealth effect of 

corporate name changes in the oil industry. Secondly, in the first essay, I compare the 

valuation effect of corporate name changes between U.S. and Canadian stock markets. 

This is the first to examine directly the wealth effects of corporate name changes 

between two stock markets. My results provide insight into the difference in investor 

sentiment between these two markets. Thirdly, the second essay of this dissertation is 

the first study to provide the evidence on the cost of corporate name changes from the 
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perspective of bank loan contracting, which is one of primary financing sources to a 

firm. Finally, in the second essay, I highlight the cost of corporate name changes can 

be reflected in not only loan spread but also in collateral requirement, covenant 

restrictions and loan structure, and reaffirm the important role of financial 

intermediaries as monitoring and controlling borrowers.  

Furthermore, as for the benefit of corporate name changes, this dissertation 

mainly focuses on the wealth effects of corporate name changes involving in 

oil-related terms. As the recent gold price surge, it might be interesting to examine the 

valuation effect of corporate name changes in another energy industry. I could 

investigate the effects of corporate name changes involving in gold-related terms and 

compare the difference in U.S. stock market with another gold-rich or frequently 

traded market. With regards to the cost of corporate name changes, except the loan 

contracting, the bond market might also react to the changes of information 

asymmetry by corporate changing their names. In addition, extending the second 

essay of this dissertation, the compensation schemes may also influence managers’ 

incentives to announce corporate name changes as Almazan, Banerji, and Motta (2008) 

reported. In my future studies, I would like to extend their study to investigate the 

effects of corporate name changes on CEO compensation. 
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Appendix A: Variable definition and data sources for Chapter Ⅲ 

Variable Firm characteristics 
Log(Firm size) Natural log of total assets 

Data source: Compustat database 
Market to book (market value of equity plus the book value of debt)/total 

assets 
Data source: Compustat database 

Leverage (Long-term debt+ debt in current liabilities)/total assets 
Data source: Compustat database 

Profitability EBITDA/total assets 
Data source: Compustat database 

Tangibility Net property, plant and equipment/total assets 
Data source: Compustat database 

Z-score Modified Altman’s (1968) Z-score = (1.2 working capital+1.4 
retained earnings+3.3 EBIT+0.999 sales)/total assets. We use a 
modified Z-score, which does not include the ratio of market 
value of equity to book value of total debt, because we have 
add a similar term, Market to book, into regression as control 
variables. 
Data source: Compustat database 

Asset maturity Follow Barclay and Smith (1995), Billett, King and Mauer 
(2007) and Graham, Li and Qiu (2008), asset maturity is the 
book value-weighted maturity of long-term assets and current 
assets, where the maturity of long-term assets is computed as 
gross property, plant, and equipment divided by depreciation 
expense, and the maturity of current assets is computed as 
current assets divided by the cost of goods sold. That is, asset 
maturity = [gross property, plant, and equipment /( current 
assets + gross property, plant, and equipment)]*[ gross 
property, plant, and equipment /Depreciation]+[ current assets 
/( current assets + gross property, plant, and equipment)] * 
[current assets / cost of goods sold] 
Data source: Compustat database 

Effective spread The bid-ask spread is market-adjusted relative effective 
spread. The effective spread is twice the absolute difference 
between the current transaction price and the mid-quote. The 
relative effective spread is the effective spread expressed as a 
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percentage of the mid-quote. Market-adjusted relative 
effective spread is the firm’s three-year market-adjusted 
monthly relative effective spread. The relative effective spread 
is calculated for every day for each sample firm and then 
averaged within each month. The market relative effective 
spread is calculated for every day by using all stocks 
associated with sample firm stock exchange and then averaged 
within each month. 
Data source: CRSP Daily Stocks database 

Herfindahl The three-year average of Herfindahl-Hirschmann index 
(HHI). HHI is defined as the sum of squared market shares 
formulation and range from 0 to 1.0, moving from a huge 
number of very small firms to a single monopolistic producer. 
Increases in the HHI generally indicate a decrease in 
competition, whereas decreases indicate the opposite. 
Data source: Hoberg-Phillips Concentration Data Library 

 Loan characteristics 
Loan spread Loan spread is measured as all-in spread drawn in the 

Dealscan database. All-in spread drawn is defined as the 
amount the borrower pays in basis points over LIBOR or 
LIBOR equivalent for each dollar drawn down.  
Data source:  Dealscan a Loan Pricing Corporation (LPC) 
database 

Log(loan maturity) Natural log of the loan maturity. Loan maturity is measured in 
months. 

Log(loan size) Natural log of the loan facility amount. Loan amount is 
measured in millions of dollars. 
Data source:  Dealscan a Loan Pricing Corporation (LPC) 
database 

Security dummy A dummy variable that equals one if the loan facility is 
secured by collateral and zero otherwise. 
Data source:  Dealscan a Loan Pricing Corporation (LPC) 
database 

Performance 
pricing dummy 

A dummy variable that equals one if the loan facility uses 
performance pricing. 
Data source:  Dealscan a Loan Pricing Corporation (LPC) 
database 

Number of lenders Total number of lenders in a single loan. 
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 Data source:  Dealscan a Loan Pricing Corporation (LPC) 
database 

 Macroeconomic factors 
Credit spread The difference between AAA corporate bond yield and BAA 

corporate bond yield  
Data source: Federal Reserve Board of Governors 

Term spread The difference between the 10-year Treasury yield and the 
2-year Treasury yield  
Data source: Federal Reserve Board of Governors 

 Corporate name change classification 
Brand adoption Firms that change their name by adopting the recognized 

brand, products or subsidiaries. For example: American Home 
Product changed to Wyeth in 2002. 

Broader focus Firms that delete the part of their name related with particular 
line of operation. For example: Candela Laser Corporation 
changed to Candela Corporation in December 13, 1995. The 
company mentioned that the new name better emphasized 
Candela’s diversification (Business Wire; January 4, 1996).  

Narrow focus Firms that add the part of their name related with particular 
line of operation. For example: Brown changed to Brown Shoe 
Company in May 28, 1999. The company asserted that the 
change is represented company’s commitment to building our 
business in the footwear industry (PR Newswire; May 27, 
1999). 

Radical focus The old names and new name have no literal meaning 
relations. For example: Western Union changed to New Valley 
in 1991. 

Miscellaneous The cases that name changes are unable to be included in the 
previous four categories. For example: First Republic Bancorp 
Inc. changed to Republic First Bancorp Inc. in 1997. 
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