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CONTAGION EFFECTS OF THE ASIAN FINANCIAL
CRISIS: REGIONAL OR GLOBAL IN SCOPE?

Mohammed F. Khayum University of Southern Indiana
Jong C. Rhim University of Southern Indiana
Krishnan Ramaya North Dakota State University

This paper examines the time-dependence of stock market return correlations. The increased frequency
of financial crises (currency, banking, equity markets) and the experience of regional waves (ERM, Latin
America, Asian) in such crises has focused attention on the phenomenon of contagion, whereby a crisis in one
country leads to crises in other, geographically connected countries. Correlations represent one of the ways
to determine the degree of linkage across national equity markets. This paper examines the characteristics of
the Asian financial crisis from the behavior of stock prices in eight countries. Patterns in the comovements of
stock prices are examined before, during and afier the period of financial turmoil in eight Asian economies.
The findings based on correlation and vector autoregression analyses are consistent with contagion effects
among the selected equity markets. A measure of market integration calculated over the pre-crisis, crisis, and
posi-crisis periods suggests that five of the eight equity markets became more integrated in the global
financial market context notwithstanding the turmoil surrounding the Asian financial crisis.



DETERMINANTS OF CAPITAL STRUCTURE, DIVIDEND
POLICY, AND INSIDER OWNERSHIP IN
JAPANESE CORPORATIONS

Gulser Meric Rowan University
Larissa Kyj Rowan University
Ilhan Meric Rider University

Christopher Lacke Rowan University

The relationship between a firm's operational characteristics on one hand and its managerial ownership,
debt, and dividend policies on the other has received considerable attention in finance literature. The
determinants of each policy are generally studied independently. However, the firm's managerial ownership,
debt, and dividend levels are related not only to the firm's operational characteristics but also directly to each
other. In this study, we use a three-stage least squares (3SLS) simultaneous equations model to study the
interaction between the financial leverage, dividend policy, insider ownership decisions in Japanese non-
financial corpoxations. We find that dividend policy, business risk and profitability are significant
determinant of financial leverage; financial leverage, business risk, and profitability are significant
determinants of dividend policy; and, institutional ownership and business risk are significant determinants of
insider ownership in Japanese non-financial corporations. These findings are generally in line with earlier
findings for U.S. non-financial corporations. However, there are some important differences.

THE PRICE REACTION OF RIVAL ADR FIRMS TO
ACQUISITION ANNOUNCEMENTS FOR U.S. FIRMS

Dave Jackson University of Texas — Pan American

Joan Wiggenhorn Florida Atlantic University

This study examines the intra-industry effect of acquisition announcements from 1980-1999 and finds
that the effect on rival ADRs is different than previously found for U.S. firms. The cumulative abnormal
return (CAR) for the two-day announcement window (-1. 0) is a statistically significant -0.54% while U.S.
firms generally have positive abnormal announcement returns. Cross-sectional regression analysis shows
that subsequent acquisition announcements in the same industry have a positive stock-price impact for ADR
rivals and that European firms have a greater positive response than non-European firms do.



SIZE EFFECT IN THE RELATIONSHIP BETWEEN
EQUITY OWNERSHIP STRUCTURE AND

CORPORATE PERFORMANCE

J. Barry Lin University of South Florida
Bingsheng Yi University of South Florida

This paper investigates the relationship between firm performance and different kinds of corporate
equity ownership—insider ownership. institutional ownership. and blockholder ownership--for a sample of
2.822 publicly listed companies in the United States in 1998. There are significant differences between small
and large firms in the relationship benween ownership structure and firm performance. Specifically. for small
firms. institutional ownership has a significant positive effect on firm performance. while blockholding has a
negative but insignificant effect. In contrast, for large firms. blockholding has a significant negative effect on
firm performance. and institutional ownership has a positive but insignificant effect. It appears that the roles
plaved by these large shareholders are different for small firms vs. large firms. Insider ownership has no
significant effect on firm performance, indicating that. on average, firms have endogenously-determined
optimal degrees of insider holding.



