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中 文 摘 要 ： 本研究擬探討公司的現金持有是否會影響公司發行新股的決

策。如果公司的現金持有及可支配現金較多時，該公司於發

行新股時將擁有談判優勢，進而反映在其承銷成本及其徹銷

發行的機率。此外，對於撤銷發行新股的公司，如果該公司

現金持有較少且現金的需求增，該公司將有較大的機率再度

進行新股的發行。本研究將對美國公司發行新股的事件進行

實證分析，其分析可分為四部分。第一，探討公司現金持有

對公司決定發行新股或撤銷發行新股的機率的影響；第二，

探討發行新股的公司是否因現金持有的水準不同而有不同的

發行動機；第三，探討公司現金持有對公司承銷成本及市場

反應的影響；第四，探討公司現金持有對於撤銷後再度發行

新股決策的影響。 

中文關鍵詞： 現金持有；財務彈性假說；發行新股；撤銷發行新股 

英 文 摘 要 ： This study is to investigate how corporate cash 

holdings affect the corporate decision of seasoned 

equity offerings (SOEs).  I hypothesize that the firm 

with higher excess cash will has higher bargaining 

power when issuing new equities, resulting lower 

issuance costs and higher probability to withdraw 

SEO.  In addition, due to lack of funds, the firm 

with lower cash holdings has more incentive to re-

file SEO following a SEO cancelation.  This study 

will use completed and withdrawn SEOs in U.S. market 

to empirically study four main questions.  First, is 

the probability of completing (or canceling) SEOs 

altered by corporate cash holdings?  Second, is the 

motivation of SEOs altered by the level of cash 

holdings?  Third, are the issuance costs and market 

reaction to the SEOs affected by corporate cash 

holdings?  Fourth, is the decision of re-issuance 

after a withdrawn SEO due to the deficiency of cash 

holdings? 

英文關鍵詞： Cash holdings； Financial flexibility hypothesis； 

Seasoned equity offering； SEO； Withdrawn SEO 
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公司現金持有對公司發行新股影響之研究 

摘要 

本研究擬探討公司的現金持有是否會影響公司發行新股的決策。如果公司的現金持有及可支

配現金較多時，該公司於發行新股時將擁有談判優勢，進而反映在其承銷成本及其徹銷發行

的機率。此外，對於撤銷發行新股的公司，如果該公司現金持有較少且現金的需求增，該公

司將有較大的機率再度進行新股的發行。本研究將對美國公司發行新股的事件進行實證分析，

其分析可分為四部分。第一，探討公司現金持有對公司決定發行新股或撤銷發行新股的機率

的影響；第二，探討發行新股的公司是否因現金持有的水準不同而有不同的發行動機;第三，

探討公司現金持有對公司承銷成本及市場反應的影響；第四，探討公司現金持有對於撤銷後

再度發行新股決策的影響。 

 

關鍵詞: 現金持有;財務彈性假說;發行新股;撤銷發行新股 
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A Study of the Effect of Corporate Cash Holdings on Seasoned Equity Offerings 

Abstract 

This study is to investigate how corporate cash holdings affect the corporate decision of seasoned 

equity offerings (SOEs).  I hypothesize that the firm with higher excess cash will has higher 

bargaining power when issuing new equities, resulting lower issuance costs and higher probability to 

withdraw SEO.  In addition, due to lack of funds, the firm with lower cash holdings has more 

incentive to re-file SEO following a SEO cancelation.  This study will use completed and withdrawn 

SEOs in U.S. market to empirically study four main questions.  First, is the probability of completing 

(or canceling) SEOs altered by corporate cash holdings?  Second, is the motivation of SEOs altered 

by the level of cash holdings?  Third, are the issuance costs and market reaction to the SEOs affected 

by corporate cash holdings?  Fourth, is the decision of re-issuance after a withdrawn SEO due to the 

deficiency of cash holdings? 

 

Keywords: Cash holdings; Financial flexibility hypothesis; Seasoned equity offering; SEO; 

Withdrawn SEO 
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1. Introduction 

It is long believed that excess cash may increase the interest conflict between the manager and 

shareholders and therefore reduce the firm value (e.g. Easterbrook, 1984; and Jensen, 1986).  

However, most recently studies shows that cash holdings can increase the financial flexibility and 

enjoy value appreciation (e.g. Graham and Harvey, 2001; DeAngelo and DeAngelo, 2006; DeAngelo 

et al., 2006; Balu and Fuller, 2008; Lee et al. 2011; and McLean, 2011).  Those studies argue that 

the firm with excess funds can invest profitable projects more efficiently and create more firm value.  

In addition, the firm with enough precautionary reserves can safely go through the bad time in which 

external financing is costly.  Therefore, firms are increasing their cash holdings by managing their 

capital structures, payout policies, as well as financing policies. 

Understanding advantages of corporate cash holdings, the firm has two ways to build up 

precautionary reserves.  One is to retain more earnings from the operating income.  The firm can 

pile its cash holdings up by reducing dividend payouts or repurchases.  DeAngelo and DeAngelo 

(2006) and Blau and Fuller (2008) find that the financial flexibility hypothesis can explain the firm’s 

payout behavior.  Lee et al. (2011) show that the firm’s payout policy depends on the firm’s cash 

reserves.  Another way to build up precautionary reserves is to raise more funds from external 

investors.  DeAngelo et al., (2006) find that the main purpose of issuing equities is for the 

consideration of financial flexibility.  In addition, McLean (2011) shows that, over the period from 

1970s to 2000s, firms keep increasing their cash holdings from seasoned equity offerings (SEOs). 

Given the importance of financial flexibility for the recent years, the firm will take its cash 

holdings into account when it faces a financing decision, especially an equity issuance decision.  

That is, corporate cash holdings may affect the corporate decision of SEOs.  This study, therefore, 

tries to investigate the role of corporate cash holdings on the corporate decision of SEOs.  I 

hypothesize that the firm with higher excess cash already build up its precautionary reserves, and 

therefore have a higher probability to withdraw SEO.  In addition, due to the higher bargaining 
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power of the cash-rich firm, lower SEO issuance costs can be observed.  In contrast, the firm with 

lower cash holdings may eager for funds to build up its precautionary reserves.  As the results, the 

firm with lower cash holdings has more share issuance-cash savings and more incentive to re-file 

SEO following a SEO cancelation. 

This study will use completed and withdrawn SEOs in U.S. market to examine the relationship 

between corporate cash holdings and the equity issuance policy.  Four hypotheses is developed and 

to be examined empirically.  First, this study will examine whether the firm with higher cash 

holdings has higher probability to withdraw a SEO.  Second, this study will check whether the 

motivation of SEO for the cash-rich firm is precautionary.  Third, this study will investigate the 

relationship between the corporate cash holdings and SEO issuance costs induced by the firm’s 

bargaining power.  Fourth, this study will examine whether the firm with less cash holdings has 

higher probability to filing a SEO following a withdrawn SEO. 

This study is closely related to studies by DeAngelo et al. (2006) and McLean (2011).  

However, DeAngelo et al. (2006) focus on whether the corporate lifecycle can explain the probability 

of issuing new equities.  They, therefore, investigate how the excess cash and the capital expenditure 

can affect the probability of SEOs.  McLean (2011) focuses on the sensitivity of cash savings on 

share issuance.  He concludes that the increasing of share issuance-cash savings is due to 

precautionary motives rather than market timing.  In contrast, this study further investigates how 

cash holdings affect the decision of canceling SEOs and refilling SEOs.  In other words, this study 

examines the probability of canceling SEOs and re-filing SEOs in support of financial flexibility 

hypothesis in SEO activities.  This study will contribute to a small boy of literature concerning the 

relationship between corporate cash holdings and new equity issues. 
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2. Literature Review 

2.1 Corporate Cash Holdings and Financial Flexibility Hypothesis 

From the aspect of free cash flow hypothesis proposed by Easterbrook (1984) and Jensen (1986), 

the increase of free cash flow will increase the agency cost of a firm.  Managers with substantial 

free cash flow may invest excess cash in negative net present value projects or benefit themselves.  

Dittmar et al. (2003) find that firms hold more cash in countries with more server agency problems.  

Dittmar and Mahrt-Smith (2007) and Harford et al. (2008) show that entrenched managers tend to 

build excess cash balances and spend excess cash quickly. 

Although it is believed that the free cash flow increases agency cost, the free cash flow also 

increases a firm’s financial flexibility, which is also the precautionary motive.  Opler et al. (1999), 

Almeida et al. (2004), Han and Qiu (2007), and Acharya et al. (2007), and Bates et al. (2009) support 

the precautionary motive for firms hold cash, indicating that firms hold cash to cope with adverse 

shocks when generating external fund is costly. 

McLean (2011) incorporates the concept of corporate cash holdings into share issuance and 

finds that firms increasingly issue equities for the purpose of cash savings.  Two alternative 

explanations for the relationship between share issuance and cash savings are precautionary motives 

and market timing.  McLean’s (2011) findings support the precautionary motives indicating that 

firms might issue and accumulate precautionary cash balance during the good times to avoid the 

condition of short of funds if they face profitable investments in the future. 

2.2 The Cost of Seasoned Equity Offerings 

In the discussion of Eckbo et al. (2007), expected flotation costs can be separated into direct 

and indirect cost.  Direct flotation costs include fees to underwriters and other out of pocket expenses, 

while indirect flotation costs include issue underpricing, stock price reactions to initial offering 

announcements, and the cost of offering delays or cancellations.  Jeon and Ligon (2011) examine 
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five components of SEO flotation costs: the stock return on offering announcements, the level of 

underpricing, the probability of offer withdrawals, offering delays, and underwriting spreads.  Lee 

and Masulis (2009) and McLean (2011) attribute a substantial portion of SEO floatation costs to the 

information asymmetry between issuer and outside investor.  Measures of information are therefore 

proxies for the cost of SEO. 

Many SEO studies use various proxies for information asymmetry and price uncertainty. For 

example, Drucker and Puri (1999), Altinkilic and Hansen (2000), and Corwin (2003) use stock return 

volatility; Marquardt and Wiedman (1998) use analysts’ earnings forecast dispersion; Corwin (2003) 

uses bid-ask spreads; Butler, Grullon, and Weston (2005) use liquidity measure.  Lee and Masulis 

(2009) apply accounting information quality to measure a firm’s information asymmetry.  

2.3 Canceled Share Issuance 

There is a small group of studies focusing on withdrawing equity issuance.  Busaba et al. (2001) 

and Dunbar and Foerster (2008) show that there is a significant fraction of IPO was withdrawn.  

Busaba et al. (2001) examine whether characteristics available to investors can explain probability of 

IPO cancelation. They find that the withdrawal is related to the leverage, revenue, the intended use 

of the proceeds, issue size, venture backing, ect. They conclude that issuers can reduce the IPO 

discount and increase the bargaining power by using the option to withdraw IPO.  Brau and Fawcett 

(2006) find that unfavourable market and industry conditions are main reasons of the decision to 

withdraw an IPO.  Dunbar and Foester (2008) investigate issuers withdrawing an IPO that return 

later for a complete IPO.  They find the possibility of returning is a key factor of the decision to 

withdraw.  Lian and Wang (2009) find the second-time IPOs sell at a significant discount relative to 

similar IPOs that completed without cancelation. 

For the issue of SEO, Mikkelson and Partch (1988) find significant negative abnormal returns 

prior to the filing of cancelled SEOs.  They conclude that insiders tend to file an SEO when shares 
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are overvalued and cancel the offering when the market reaction to the filing announcement 

eliminates the overvaluation.  Clarke et al. (2001) extend Mikkelson and Partch’s (1998) study and 

find that the probability of withdrawing SEO is associated to the insider trading around SEO filing. 

3. Hypotheses Development 

If the firm is facing a profitable investment opportunity, the firm can generate funds from 

internal equity, new debt, and external equity.  The cost of funds and the efficiency of funds 

generating will affect whether the firm can grab such profitable investment opportunity and create 

more firm value.  The cash holdings, especially the excess cash, represent the internal equity, while 

proceeds of SEO represent the external equity.  I here develop the following testable hypotheses to 

investigate how the internal fund can affect the decision of outside financing. 

If the firm has higher level of cash holdings, the purpose of SEO is to cumulative more 

precautionary reserves.  The need of funds for the firm is not as necessary as that for other firms 

with relatively lower cash reserves.  The cash-rich firm can efficiently use its internal funds to meet 

the need of funds for future profitable investment project.  Therefore, the marginal effect of financial 

flexibility for the proceeds of SEO is relatively lower for the cash-rich firm.  In contrast, the increase 

of cash for the cash-rich firm may increase its agency problem.  Therefore, the cash-rich firm will 

have higher probability to withdraw SEO without harming the firm’s value. 

Hypothesis 1: The firm with higher cash holdings has higher probability to withdraw a SEO. 

A probit regression model (or a logit regression model) can be applied to test Hypothesis 1.  The 

detail setting for the probit model will be discussed in section 4.3. 

Lee et al. (2011) find the consideration of dividend policy for the mature firm is reducing the 

agency problem rather than increasing the financial flexibility.  Lei (2005) find that, if the firm 

already builds up its precautionary reserves in previous years, the firm has less incentive to increase 

dividend payment for the purpose of precautionary motives.  Similar concept can be applied to SEOs.  
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If the firm already stockpiles enough precautionary reserves, the firm has lower precautionary 

motives to filing an equity issuance.  In contrast, the purpose of SEO for the cash-rich firm is having 

new project to invest rather than reserving more cash. 

Hypothesis 2: The motivation of SEO for the firm with higher cash holdings is not precautionary 

motives. 

The precautionary motives of SEO can be estimated by the ratio of change of cash to proceeds of 

SEO.  An alternative measure of precautionary motives of SEO can be obtained by a cross-sectional 

regression similar to McLean (2011).  Section 4.4 will discuss more detail on the precautionary 

motives of SEO. 

DeAngelo et al. (2006) and McLean (2011) show that the purpose of SEO is for precautionary 

motives.  Therefore, the SEO market is more likely to be a seller market, especially for firms with 

rich cash holdings.  That is, the firm with higher level of cash holdings will have higher bargaining 

power to negotiate with underwriters and external investors.  Such higher bargaining power will 

reflect on the cost of SEO, including issue underpricing, stock price reactions to initial offering 

announcements, and the cost of offering delays or cancellations.  That is, 

Hypothesis 3: Due to the higher bargaining power during SEO process, the SEO cost is lower when 

the firm has higher cash holdings. 

I expect to see a negative relationship between corporate cash holdings and the SEO issuance cost.  

The SEO issuance cost can be proxied by the discount of issuing price or underwriting spreads.  The 

detailed discussion on SEO issuance costs is in section 4.5. 

Besides the level of cash holdings I propose in this study, there are other factors affect the 

probability to withdraw SEO.  Mikkelson and Partch’s (1998) and Clarke et al. (2001) conclude that 

the probability of withdrawing SEO depends on stock price behavior and activities of insider trading.  

If the firm withdraws SEO by the reason other than cash holdings and re-file SEO in a short time, the 
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firm most likely eagers for funds.  Therefore, among withdrawn SEOs, the firm with lower level of 

cash holdings may need more funds and return to file SEO in the near future. 

Hypothesis 4: The firm with less cash holdings has higher probability to filing a SEO following a 

withdrawn SEO. 

To tackle Hypothesis 4, I will use probit regression model to see whether firm’s cash holdings have a 

negative effect on the decision of the firm to re-file SEO. 

 

This study will empirically examine four hypotheses and investigate how corporate cash 

holdings affect the decision of equity issuance or equity re-issuance. 

4. Empirical Studies 

4.1 Data 

Based on the four hypotheses developed in the previous section, this study will use U.S. firm 

level data to empirically investigate the effect of the corporate cash holdings on the corporate decision 

of equity offerings.  I will collect completed and withdrawn SEOs from Thomson Financial 

Securities Data Company’s (SDC) US Domestic New Issues database.  Firm information will be 

obtained from Compustat, and Stock prices, stock returns, share codes, and exchange codes are 

retrieved from the Center for Research in Security Prices (CRSP).  I retain ordinary common share 

offerings (SHRCD = 10 and 11) and issues by firms listed on New York Stock Exchange, American 

Stock Exchange, or Nasdaq (EXCE = 1, 2, 3, 31, 32, 33) during the period from 1980 to 2011.  I 

also exclude offerings with offer prices less than $3 or greater than $400, offerings by utility firms 

(SIC = 4000-4999) or financial institutions (SIC = 6000-6999), and pure secondary offers.  For the 

purpose of analyzing firm characteristics and market reaction to SEOs, firms in the sample should 

have its corresponding data available in CRSP and COMPUSTAT. 
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4.2 Cash Holdings 

I will use three measures of cash holdings to examine hypotheses developed in the previous 

section.  Following the concept of Harford et al. (2008), I treat cash as a liquid investment necessary 

to support the firm’s working capital, which is closely related to the firm’s sales.  Therefore, the first 

measure of cash holdings I use is the ratio of cash to sales.  The higher ratio of cash to sales means 

that the firm, besides needs of working capital, has more spare cash in hands.  The second measure 

I use is the ratio of cash and market securities to net asset which is the total assets subtracted by cash 

and marketable securities.  The third measure is industry-adjusted of firm’s cash to sales ratio, which 

is similar to Lei (2000) uses.  The industry-adjusted excess cash can be obtain by subtracting the 

firm’s cash to sales ratio to the industry median cash to sales ratios within Fama and French 48 

industry categories. 

4.3 The Probability of SEO Withdrawal 

Mikkelson and Partch’s (1998) and Clarke et al. (2001) conclude that the probability of 

withdrawing SEO depends on stock price behavior and activities of insider trading.  Lee and Masulis 

(2009) also show that the probability of SEO withdrawal is associated to accrual quality, net proceeds, 

total assets, leverage ratio, Tobin’s q, underwriter ranking, secondary shares, return volatility, and 

credit rating.  I here propose cash holdings as a new variable in determining the probability of SEO 

withdrawal. 

Following Lee and Masulis’s (2009) method, I will use a probit regression to estimate the 

probability of SEO withdrawal.  The dependent variable is a binary variable equal to one if the SEO 

is withdrawn and equal to zero if the CEO is completed.  The independent variables are cash 

holdings and other relevant variables proposed by Lee and Masulis (2009), including accrual quality, 

net proceeds of SEO, total assets, leverage ratio, Tobin’s q, underwriter ranking, secondary shares, 

return volatility, and credit rating. 
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4.4 Precautionary Motives of SEO 

I use the ratio of change of cash to the proceeds of SEO to be the measure of precautionary 

motives of SEO.  If the firm reserves more cash which it generates from SEO, a higher ratio of 

precautionary motives of SEO will be observed. 

I also adopt McLean’s (2011) measure of yearly savings rate for each source of cash.  The 

cross-sectional model is 

 1 2 3 4 5 i i i i i i iCash Issue Debt Cash flow Other Assets              . (1) 

The estimated coefficient 1  can represent precautionary motives of SEO.  To test hypothesis 2, I 

expect the precautionary motives of firms with higher cash holdings is lower than the precautionary 

motives of firms with lower cash holdings. 

4.5 Proxies of Issuance Cost 

There are several measures represent direct and indirect issuance cost of SEO.  Some cost 

measures are related to information asymmetry.  However, this study tries to see the issuance cost 

induced by the firm’s bargaining power.  Issuance costs related to information asymmetry may not 

be relevant to the firm’s bargaining power.  Therefore, I will use the discount of issuance price and 

underwriting spreads as measures of SEO issuance cost. 

Although it is not so relevant, I will also use issuance cost measures related to information 

asymmetry examine the relationship between corporate cash holdings and issuance cost.  Following 

McLean (2011), I use three firm-level measures representing issuance cost.  The first measure is 

Amihud’s (2002) illiquidity measure.  Amihud (2002) develops a price impact measure which 

represents the “daily price response associated with one dollar of trading volume.” 
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The greater Amihud’s measure the firm has, the more information asymmetry the firm is.  Therefore, 

investors will ask the firm providing larger discount on its issuing price, which is the issuance cost. 

The second measure of issuance cost is Amivest.  Following McLean’s (2011) argument, the 

higher Amivest measure indicates lower issuance cost for a firm. 
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The third measure of issuance cost is Hasbrouck (2004) Gibbs spread estimate, which is a 

Bayesian estimation of the Roll (1984) spread mode.1  Due to a positive relationship between Gibbs 

and information asymmetry, higher value of Gibbs is associated with higher issuance costs. 

5. Empirical Results 

5.1 Summary statistics for sample firms 

Table 1 presents the summary statistics for sample firms during the period from 1981 to 2012.  

Panel A shows that there are 9,226 seasonal equity offerings filed during the period from 1981 to 

2012.  Among them, 8,782 (95.19%) issues are completed, while 444 (4.81%) issues are withdrawn.  

Excepted years of 1981 and 1982, there are a substantial amount of SEO withdrawn for each sample 

year.  Panel B provides the descriptive statistics for debt ratio, cash holding ratio, the natural 

logarithm of total assets, natural logarithm of the number of shares initially filed with SEC, midpoint 

of the offer price range, and natural logarithm of the product of number of shares initially filed and 

the midpoint of offering price, book-to-market ratio, 30-day market return after the filing date, 30-

day market return after completing or withdrawing the issue, and number of issues filed in the same 

month.  After excluding observations with missing variables and extreme variables, the sample size 

decreases to 7,773 issues.  Among them, 7,409 issues are completed and 364 issues are withdrawn.  

                                                 
1 Hasbrouck (2004) Gibbs spread can be obtained from Joel Hasbrouck’s website: 
http://people.stern.nyu.edu/jhasbrou/Research/GibbsCurrent/gibbsCurrentIndex.html 
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Compared to completed issues, withdrawn issues, on average, experience poor market returns and 

lower cumulative returns after the announcement of equity issue.  However, from the univariate 

analysis, there is no significant differences in cash holdings between firms completed issues and firms 

canceled filing. 

<Insert Table 1 here> 

5.2 Cumulative Abnormal Return for Seasonal Equity Offerings around Filing Dates 

This study tries to investigate the market reaction to the announcement of seasonal equity 

offerings.  The average of cumulative abnormal returns for 3-day, 7-day, 11-day, and 21-days event 

period and the average one-year cumulative abnormal returns after the filing date are shown in 

Table 2.  Consistent with Kikkelson and Partch (1988) and Clarke, Dunbar, and Kahle (2001), 

firms experience a negative market reaction after the announcement of seasonal equity offerings.  

In addition, firms which file seasonal equity offerings have relatively poor price performance in the 

following one year after their filings.  I further separate the sample into two groups.  One group 

includes firms which completed new equity issues; another group includes firms which withdrew 

their filings.  As shown in Table 2, withdrawn firms experience worse price performance than 

completed firms in terms of both the cumulative abnormal returns around filing dates and the 

following one-year cumulative abnormal returns.  Such significant return differences between 

withdrawn firms and completed firms indicates that firms with more negative market returns after 

the announcement date tend to withdraw their issuance filings.  Such argument supports the timing 

hypothesis. 

<Insert Table 2 here> 

5.3 Probability of Withdrawal Seasonal Equity Offerings 

To investigate the reason that firms withdraw their filing of new equity issuances, I apply a 

probit model to examine the effect of various variables on the decision of withdrawal.  Dependent 
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variable is one if the firm withdraws its filing, and zero otherwise.  Independent variables include 

debt ratio, cash holding ratio, the natural logarithm of total assets, natural logarithm of the number 

of shares initially filed with SEC, midpoint of the offer price range, and natural logarithm of the 

product of number of shares initially filed and the midpoint of offering price, book-to-market ratio, 

30-day market return after the filing date, 30-day market return after completing or withdrawing the 

issue, number of issues filed in the same month, and the cumulative abnormal return during the 

filing date.  Table 3 presents results of the likelihood of withdrawing an equity issuing.  The 

significant negative coefficient for the cumulative abnormal return during the filing date indicate 

that firms with more negative price reactions to the announcement of the new equity issue have 

higher probability to withdraw their filings in the near future.  In addition, the decision of 

withdrawal is negatively associated with the market condition after the filing date.  Such findings 

are consistent with market timing hypothesis that firms tend to choose a favorable timing to issue 

equities.  In contrast, the probit model also shows that firms with higher cash holdings may 

withdraw their filings.  That is, besides taking the advantage of market timing, the company with 

more cash holdings may have more flexibility on its capital raising decision.  If the company has 

relatively lower cash reserves, even the market timing is not good, the company is less likely to 

withdraw its filing. 

<Insert Table 3 here> 

6. Conclusion and further research 

This study tries to test the role of corporate cash holdings in the decision of completing or 

canceling SEO.  The empirical results show that, besides the market timing, cash holding is a key 

factor for firms to decide whether cancel their seasonal equity issuances or not.  The main 

contribution of this study is to add the existing corporate cash holdings literature which emphasizes 

the importance of corporate cash holdings on various issues of corporate finance.  This study also 

provides an additional evidence for the relationship between corporate cash holdings and equity 
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offerings.  The decision of external financing will depends on its precautionary reserves.  Such 

implications can also support the financial flexibility hypothesis which is widely accepted in topics 

of capital structure and corporate payout policy. 

By this point, the empirical results of this study have confirmed the role of cash holdings in the 

decision of equity offerings.  However, the decision of refiling after a withdrawal is less understood.  

Therefore, this study will be extended to investigate firms’ behaviors after withdrawing equity 

issuances, including return to the capital market and other fund generating processes. 
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Table 1. Summary statistics of seasonal equity offerings 
This table shows the summary of the distribution of seasoned equity offerings and descriptive 
statistics of various variables for the sample firm-years.  Panel A presents the number of seasoned 
equity offerings filed in each year.  Issues completed and issues canceled are also presented.  
Panel B provides mean, median, standard deviation, maximum value, and minimum value for 
various variables including debt ratio, cash holding ratio, the natural logarithm of total assets, 
natural logarithm of the number of shares initially filed with SEC, midpoint of the offer price range, 
and natural logarithm of the product of number of shares initially filed and the midpoint of offering 
price, book-to-market ratio, 30-day market return after the filing date, 30-day market return after 
completing or withdrawing the issue, and number of issues filed in the same month. 
Panel A. Distribution of seasoned equity offerings 

Year SEOs filed Completed Withdrawn 
Percentage 
withdrawn 

1981 4 4 0 0.00%
1982 24 24 0 0.00%
1983 360 360 0 0.00%
1984 93 91 2 2.15%
1985 187 179 8 4.28%
1986 215 208 7 3.26%
1987 179 164 15 8.38%
1988 86 79 7 8.14%
1989 146 140 6 4.11%
1990 111 101 10 9.01%
1991 297 286 11 3.70%
1992 294 270 24 8.16%
1993 405 388 17 4.20%
1994 297 270 27 9.09%
1995 380 353 27 7.11%
1996 448 408 40 8.93%
1997 356 322 34 9.55%
1998 261 230 31 11.88%
1999 313 296 17 5.43%
2000 348 312 36 10.34%
2001 384 364 20 5.21%
2002 361 345 16 4.43%
2003 461 454 7 1.52%
2004 457 440 17 3.72%
2005 339 332 7 2.06%
2006 401 394 7 1.75%
2007 411 399 12 2.92%
2008 295 278 17 5.76%
2009 511 508 3 0.59%
2010 362 356 6 1.66%
2011 276 270 6 2.17%
2012 164 157 7 4.27%
Total 9,226 8,782 444 4.81%
Avg. 288.31 274.44 13.88
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Panel B. Summary statistics for various variables 

 

 All issues (7,773) Completed issues (7,409) Withdrawn issues (364) 

Variable  Mean Median STD Min Max Mean Median STD Min Max Mean Median STD Min Max 

DEBT 0.185 0.132 0.189 0 0.921 0.184 0.131 0.188 0 0.921 0.212 0.157 0.211 0 0.798 

CASH 0.15 0.08 0.18 0 0.80 0.16 0.08 0.18 0 0.79 0.15 0.08 0.17 0 0.76 

AST 597.97 108.74 1349.40 4.62 10781 605.97 109.90 1360.47 4.62 10781 438.46 93.18 1095.18 5.10 9626.50 

REV 465.67 83.49 1019.45 0.00 7663.00 468.25 83.35 1021.52 0.00 7663.00 415.47 92.56 978.26 0.08 7255.68 

ROA -0.10 0.02 0.27 -1.29 0.20 -0.10 0.02 0.27 -1.29 0.20 -0.05 0.03 0.23 -1.26 0.20 

SHFILED 5.97 3 19.67 0.04 1298.79 5.86 3 10.54 0.04 183.49 7.82 2.75 71.66 0.12 1298.79 

MID 24.20 20.80 18.27 0.07 258.69 24.37 21.01 18.39 0.07 258.69 21.26 17.38 15.80 0.50 142.25 

FILING_SIZE 140.10 59.00 314.70 0.30 5365.60 143.63 60 322.55 0.30 5365.60 78.28 48.80 86.98 0.70 643.60 

BM 0.462 0.364 0.450 0.001 11.888 0.457 0.363 0.419 0.001 9.925 0.551 0.373 0.863 0.022 11.888 

RETF 0.0119 0.0167 0.0524 -0.3489 0.2666 0.0129 0.0172 0.0516 -0.3489 0.2666 -0.0067 0.0026 0.0632 -0.2911 0.1446 

RET30 0.0007 0.0003 0.0373 -1.3925 0.7380 0.0008 0.0003 0.0378 -1.3925 0.7380 -0.0019 0.0001 0.0261 -0.3183 0.2327 

Num_SEO 33.12 33.00 13.87 1.00 73.00 33.16 33.00 13.78 1.00 73.00 32.26 29.50 15.53 2.00 68.00 

Filing_CAR -0.02 -0.02 0.09 -1.11 1.44 -0.02 -0.02 0.08 -0.53 1.44 -0.05 -0.04 0.09 -0.82 0.28 
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Table 2. Market reaction to the announcement of seasonal equity offerings 
This table shows the averages of cumulative abnormal returns around the announcement of an equity issuance.  Event periods include 3-day, 7-
day, 11-day, and 21-day.  The average one-year cumulative abnormal returns after the filing date are also presented.  Sample firms are further 
separate into firms which cancel the filing and firms which complete the seasonal equity offering process.  Their corresponding t-statistics and 
p-value are also presented. 
 

 All SEOs Withdrawn SEOs Completed SEOs Diff    

Days Mean 

CAR 

t value p value Mean CAR t value p value Mean CAR t value p value Wilcoxon 

Test 

(-1, 1) -0.021 -21.48*** <.0001 -0.0498 -10.64*** <.0001 -0.0192 -19.50*** <.0001 <.0001 

(-3, 3) -0.025 -17.87*** <.0001 -0.0779 -11.56*** <.0001 -0.0223 -15.58*** <.0001 <.0001 

  (-5, 5) -0.026 -14.84*** <.0001 -0.1040 -12.37*** <.0001 -0.0214 -12.22*** <.0001 <.0001 

(-10, 10) -0.030 -12.87*** <.0001 -0.1418 -11.97*** <.0001 -0.0243 -10.20*** <.0001 <.0001 

(11, 262) -0.581 -45.28*** <.0001 -0.7405 -9.48*** <.0001 -0.5587 -45.35*** <.0001 <.0001 
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Table 3. Probability of Withdrawal Seasonal Equity Offerings 

This table presents estimates from probit regression models.  Dependent variable is one if the firm 
withdraws its filing, and zero otherwise.  Independent variables include debt ratio, cash holding 
ratio, the natural logarithm of total assets, natural logarithm of the number of shares initially filed 
with SEC, midpoint of the offer price range, and natural logarithm of the product of number of 
shares initially filed and the midpoint of offering price, book-to-market ratio, 30-day market return 
after the filing date, 30-day market return after completing or withdrawing the issue, number of 
issues filed in the same month, and the cumulative abnormal return during the filing date.  p-values 
are shown in parentheses.  
 

Independent variable Model 1 Model 2 Model 3 Model 4 

INTERCEPT -2.2446 
(<.0001) 

-2.1903 
(<.0001) 

-2.2413 
(<.0001) 

-2.3053 
(<.0001) 

DEBT 
 

2.0322 
(<.0001) 

2.0722 
(<.0001) 

2.0834 
(<.0001) 

2.1382 
(<.0001) 

INDUSTRY 
 

0.0973 
( 0.5207 ) 

   

CASH 
 

0.9927 
( 0.0306 ) 

0.9226 
( 0.0425 ) 

0.9166 
(0.0438) 

0.8235 
(0.0599) 

Log(AST) 
 

-0.5424 
(<.0001) 

-0.5377 
(<.0001) 

-0.5382 
(<.0001) 

-0.5413 
(<.0001) 

Log(REV) 
 

0.2638 
(0.0009) 

0.2607 
(0.0008) 

0.2604 
(0.0008) 

0.2770 
(<.0001) 

ROA 
 

0.2518 
( 0.5314 ) 

0.2087 
( 0.5989 ) 

0.2153 
(0.5872) 

 

Log(SHFILED) 
 

0.0532 
( 0.5470 ) 

0.0566 
( 0.5167 ) 

0.0547 
(0.5301) 

0.0540 
(0.5191) 

BM 
 

0.2599 
( 0.0549 ) 

0.2645 
( 0.0487 ) 

0.2638 
(0.0493) 

0.2491 
(0.0608) 

RETF 
 

-7.7930 
(<.0001) 

-8.0067 
(<.0001) 

-8.0031 
(<.0001) 

-7.8874 
(<.0001) 

RET30 
 

-1.9937 
( 0.3288 ) 

   

Num_SEO 
 

-0.00087 
( 0.8533 ) 

-0.00170 
( 0.7143 ) 

  

Filing_CAR 
 

-5.5277 
(<.0001) 

-5.3485  
(<.0001) 

-5.3336 
(<.0001) 

-5.4906 
(<.0001) 

N 
(withdrawn/total) 

364/7773 364/7773 364/7773 364/7773 

Observations 
(withdrawn/total) 

255/4429 258/4495 264/4510 276/4665 

Likelihood ratio(  141.8957 142.1768 137.1214 145.6002 

Prob >    <.0001 <.0001 <.0001 <.0001 
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一、國外(大陸)研究過程 

Dr. Po-Hsuan Hsu is the associate professor in School of Economics and Finance at 

University of Hong Kong. He focuses on the research related to the role of technological 

innovation in financial market. He has published research papers in several academic journals 

including Journal of Financial Economics, Financial Management, Journal of Financial 

Econometrics, Journal of Empirical Finance, and Quantitative Finance.  

Dr. Hsu invited me to visit Hong Kong University during the summer in 2014for a discussion 

of potential joint research. During the two-day visiting at Hong-Kong University, I have 

discussed my research with Dr. Hsu and shared our research and teaching experience to each 

other. 

 

二、研究成果 

1. Dr. Hsu provides quite a few valuable comments on my research project entitled “A Study 

of the Effect of Corporate Cash Holdings on Seasoned Equity Offerings” in both parts of 

hypothesis developing and empirical execution. 

2. Dr. Hsu and I are discussing to work on some innovation-related projects with potential 

for top journals. 

3. Dr. Hsu encourages Taiwanese students to pursue finance PhD degrees in Hong Kong or 

Singapore to see the world and shape a vision of their future as a global scholar. If there is 

a student wants to apply a finance PhD program at Hong Kong University, he is willing to 

help him (her) to get in and finish the program. 
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一、參加會議經過 

The 22nd Annual Conference on Pacific Basin Finance, Economics, Accounting, and 

Management was held at Aichi University, Nagoya, Japan on September 4 and 5, 2014. 

There are over 100 academic papers with topics cover areas of finance, accounting, and 

management. I presented one of my research paper entitled “Profitability of Momentum 

Strategies: The Role of Consistent Winners and Losers” in academic session 12 on 

September 5, 2014. 

 

二、與會心得 

Presenters and audiences in the session which I presented are sophisticated in momentum 

related research. I got quite a few valuable comments to improve my paper from them. In 

addition to my paper presentation, there were over 100 high quality research papers 

presented in this conference. By listening papers and discussing research with scholars, I 

got new knowledge in advanced finance theory and found some potential research 

partners during this conference. 

 

三、發表論文全文或摘要 

Momentum profits, resulting from returns on buying winners and selling losers, are robust and 

persistent in the stock market; however, less than 60% of winner and loser stocks remain in 

winner and loser groups in the subsequent formation month. This study demonstrates that 

consistent winners and losers produce subsequent momentum profits, while inconsistent winners 
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and losers experience a strong reversal. Both past stock price performance and next-period return 

play an important role in determining consistent winners and losers. In addition, an asymmetric 

effect is observed that the next-period return has a larger effect on the duration of winners, while 

past return can explain the duration of losers more. A consistent momentum strategy can yield 

significant profits despite controlling for market risk, size, book-to-market ratio, and momentum 

factor.  
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