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The Association between Corporate Governance
and Dividend Policy of Firms Foreign Listed in Taiwan

Abstract

Taiwan government optimistically encourages foreign companies listing in Taiwan.
However, the equity structure and transaction arrangement of these companies are usually
quite complicate, which make investors hard to understand. As a result, the information
transparency and protection of shareholders’ rights of these firms are often questioned. Both
corporate governance and dividend policy are important tools for mitigating agency
problems, but the complementary or substituted role between these two mechanisms are still
inconclusive in prior literature. Based on the characteristic that firms foreign listed in Taiwan
have more severe problem of information asymmetric, this study investigates whether the
relationship between corporate governance and dividend policy of firms foreign listed in
Taiwan are different from firms registered in Taiwan, with the use of corporate governance
rating from 2016 to 2017 announced by Securities & Futures Institute. The results of this
study shows that payout ratio is lower when corporate governance is better for firms foreign
listed in Taiwan, which means there exist a substitution effect between corporate governance
and dividend payout when information asymmetry is severe. Besides, considering the issue
of corporate governance and dividend policy are both more important when agency problem
is severe, this study further investigates and finds that corporate governance and dividend
payout are negatively correlative for firms foreign listed in Taiwan with higher free cash
flow.

Keywords: foreign listing, corporate governance, dividend policy, information

transparency
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Ak

BLE e i Lo R X 0 1 25 50 75 99 100
Panel A : > %4k >
DivTS EPS 529 0.7749  0.5311  0.00 0.00 051 0.72 089 2.86 5.00
Div EPS 529 0.7316 04718  0.00 0.00 050 0.69 087 272 5.00
CG 529 4.0586  1.7239 1 1 3 4 5 7 7
KY 529 02382  0.4264 0 0 0 0 0 1 1
ROE 529 0.0801  0.0513  0.00 0.00 0.04 0.07 011 022 023
Ybeta 529 0.7792 04326  0.05 0.09 046 0.71 104 1.89 236
LagLEV 529 03675 0.1454  0.07 0.09 026 037 047 0.68 0.75
LagLnAssets 529 14.9924  1.0064 1298 13.27 1429 14.89 1559 17.90 18.63
LagTBQ 529 1.8107 1.1247  0.63 070 1.14 151 203 638 8.96
LagRE A 529 0.1911 0.1048 -0.12 -0.05 0.12 0.18 026 045 047
LagCash A 529 0.2491  0.1445  0.02 0.03 0.14 023 034 066 0.71
FCF1 529 0.0249  0.0467 -0.10 -0.06 -0.01 0.02 0.05 021 025
FCF2 529 0.1462 0.0778  0.02 0.02 0.09 0.14 0.19 034 0.69
Panel B : A R- 4k ¢ ¥
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PanelC: kS % - +3 {4 ¥
DivTS EPS 126 0.6141 05771  0.00 0.00 033 0.50 0.69 272 4.0
Div EPS 126 0.5649 05293  0.00 0.00 031 0.50 0.67 272 4.0
CG 126 3.4127  1.5557 1 1 2 3 5 6 6
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LagTBQ 126 1.7777 08652  0.76 0.80 1.18 148 2.19 491 5.13
LagRE A 126 02170  0.1023  0.01 0.04 0.14 020 028 047 047
LagCash A 126 0.2498 0.1416  0.02 0.03 0.14 024 033 0.68 0.69
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% 3N Rt
(1) () (3) 4) (5) (6) (7) (8) ) (10) (11) (12) (13)

Variable DivTS EPS Div_EPS CG KY ROE Ybeta LagLEV LaglLnAssets LagTBQ LagRE_A LagCash A FCF1 FCF2
(1) DivTS EPS 1 0.93 *** (.02 -0.34 *** -0.14 *** -0.24 *** -0.15 *** -0.18 *** -0.03 -0.03 0.07 -0.40 *** -0.19 ***
(2) Div_EPS 0.91 *** 1 0.04 -0.35 #** -0.12 *** -0.23 *** -0.15 *** -0.20 *** -0.02 -0.01 0.07 -0.37 *#** -0.17 ***
(3)cG -0.03 0.01 1 -0.21 *** 0.11 ** -0.01 0.03 0.08 * 0.02 0.06 0.07 -0.02 0.11 **
(4) KY -0.17 *#** -0.20 *** -0.21 *** 1 0.09 ** 0.06 0.01 0.23 *** 0.03 0.13 *** 0.01 0.13 *** (.14 ***
(5) ROE -0.22 #** -0.20 *** 0.11 ** 0.08 * 1 0.23 *** -0.31 *** -0.07 0.61 *** 0.45 *** (.29 *** 0.63 *** (.92 ***
(6) Ybeta -0.20 *** -0.20 *** 0.02 0.05 0.23 *** 1 0.04 0.10**  0.14 *** -0.01 0.10**  0.30 *** (.25 ***
(7) LagLEV -0.07 -0.07 0.03 0.02 -0.32 *** (.04 1 0.33 #** -0.27 *** -0.41 *** -0.35 *** -0.09 ** -0.23 ***
(8) LagLnAssets  -0.08 *  -0.08 *  0.11** 0.24 *** -0.10** 0.11 *** (.37 *** 1 -0.11* 0.07 -0.22 *** 0.01 -0.02
(9) LagTBQ -0.07* -0.07 0.00 -0.02 0.60 *** 0.17 *** -0.27 *** -0.07 * 1 0.25 *** 0.30 *** (.22 *** (.57 ***

(10) LagRE_A 0.00 0.04 0.05 0.14 *** 0.45 *** -0.02 -0.41 =+ 0.05 0.2] *** 1 0.29 *** 0.20 *** 0.40 ***
(11) LagCash_ A -0.04 -0.03 0.07* 0.00 0.29 *** 0.09 ** -0.34 *** -0.23** (03] *** (.26 *** 1 0.04 0.19 ***
(12) FCF1 -0.32 ** -0.31 *** -0.05 0.14 *** 0.62 *** 0.34 *** -0.10* -0.01 0.33 *** 0.18 *** 0.05 1 0.65 ***
(13) FCF2 -0.22 #** -0.20 *** 0.08 *  0.12** 0.88 *** 0.25*** -0.24 *** -0.05 0.55*** 0.34 *** 0.16 *** (.69 *** 1

DApR hdcEri 2 2 T & 4 Pearson AP fidic 0 + F & 5 Spearman Ap B (i o ks Rk Rk N nl & T E B 10% ~ 5% ~ 1%2. st R E K E o

éﬁéﬁx T 4™ I DIVIS EPS: A1 % » v [(3 3 %5 IR &R I+ R FORI &0 /il a0t i) /5 R B 4R] 78 5 DIV_EPS: Al txehs - fEHFE o 0 [ %E L

/AR FA] FECG: 2 FINEEERE > RROTISEFPEIATRE  RATOF 2 BEs AP LE S% 2 FFFOPLT T AT 63 20% 2 2P %A 64w
21 % 35% 2 22 %3 54 % 363 50% 2 >ng3 45 2513 65% 2783 34 665 80% 2FHA 24 28151 100% 22 28%3 14 sKY: p£EF 280 %0%
SRR RERE F AT RSN - PR EFRRES 1 WAL 0KYXCG I KY &2 CG 2 % 71 s ROE: m A fEZ 4Rpv sk » v & Rl 3 $ 0 dp g of i 230
FTAWE  Yoeta: &£ ¥R ' 4 TEJ FALE 74k %2 - &3 CAPMbeta 78 ; LagLEV : PATHE 5 » WA~ R4 § lfu WEAFE 'LagLnAssets: EERE NPABRFT AP R
Hicgrd s LagTBQ: * £ 48 ¢ » 4~ [(BED E+f Ftho f E)RFTA] #78 ' LagREA: g 4> NP4 T *wf.éfuf@ FAHE  LagCash A &G > AR EG
VRFAGEE SFCFL: pd MERE DN - R > 2 [(FEE-ERF AL - RERI)P A RFTA] F7RFCF2: fd MANRE T - B > 1[5 LBITED
E/EARTA] FE -
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24 K05 - PP RMAF ST ISBERIFE T2 B
Panel A : & % # DIivlS EPS

¥ 1 A 2 A 3

% % t & % Hc t B % % t B
CG -0.0250 *  -1.78 -0.0069  -0.44 0.0071 0.42
KY -0.2326 *** -3.84 0.0902 0.57 0.1565 1.00
KYXCG -0.0901 *** -2.68 -0.0958 *** -2.90
ROE -3.1314 ***  -3.82
Ybeta -0.1271 *** 273
LagLEV -0.3246 **  -2.15
LaglLnAssets -0.0072 -0.28
LagTBQ 0.0320 1.51
LagRE_A 0.5415 * 1.72
LagCash A -0.1215 -0.77
Adj. Rsq 0.0297 0.0406 0.1069
N 529 529 529
Panel B : & % # Div EPS

¥4 4 A S 3 6

% % t & % Hc t B % % t B
CG -0.0109 -0.97 0.0015 0.12 0.0134 1.00
KY -0.2293 *** -4.01 -0.0091 -0.07 0.0339 0.25
KYXCG -0.0615 ** -2.19 -0.0622 **  -2.20
ROE -2.8912 ***  -3.62
Ybeta -0.0921 **  -2.42
LagLEV -0.2482 * -1.81
LaglLnAssets -0.0225 -0.98
LagTBQ 0.0349 * 1.87
LagRE_A 0.7399 **  2.46
LagCash A -0.0677 -0.48
Adj. Rsq 0.0352 0.0408 0.1093
N 529 529 529

LT WAl e p RN AR B E R R A0 2t B SR TRRELANE R e
I
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25 ko5 -t WHAEFAIRENEZ DT Ip AR T2 M
Panel A : &% # DivlS EPS

A 1 Al 2

% #ic t B 7 i t iE
CG 0.0009 0.06 -0.0058 -0.36
CGXFCF1 -0.0105 -1.20
CGXFCF1xKY -0.0678 *** -5.67
CGXFCF2 0.0077 0.84
CGXFCF2xKY -0.0469 ***  -3.97
ROE -2.4551 = -3.08 -3.0606 ***  -3.59
Ybeta -0.1228 ** -2.57 -0.1380 ***  -2.88
LagLEV -0.3639 ** -2.42 -0.3542 ** -2.28
LagLnAssets -0.0127 -0.48 -0.0178 -0.65
LagTBQ 0.0206 1.03 0.0312 1.50
LagRE_A 0.5228 * 1.65 0.5106 1.58
LagCash A -0.1545 -1.00 -0.0924 -0.58
Adj. Rsq 0.1056 0.0860
N 529 529
Panel B : & % # Div EPS

g 3 el 4

i t @ i t @
CG 0.0161 1.29 0.0072 0.52
CGXFCF1 -0.0141 ** -1.94
CGXFCF1xKY -0.0562 ***  -4.95
CGXFCF2 0.0096 1.13
CGXFCF2xKY -0.0401 ***  -3.65
ROE -2.2593 **x .2 08 -2.9916 ***  -3.66
Ybeta -0.0861 ** -2.22 -0.1024 = 2,61
LagLEV -0.2762 ** -2.00 -0.2705 ** -1.89
LagLnAssets -0.0309 -1.26 -0.0344 -1.36
LagTBQ 0.0262 1.51 0.0372 ** 2.03
LagRE_A 0.7069 ** 2.33 0.6979 ** 2.25
LagCash A -0.1168 -0.85 -0.0521 -0.37
Adj. Rsq 0.1096 0.0890
N 529 529

A 2T FRERN M A RS ERTHIRE LY 2t B SR TRA L e
Al do i 3] 10% 5%~ 1%2 St B F R o RBRP 4 L4 3> w i ¢ FCFL & FCR23 2 ff 222

Ho L RERE PP RETEANREARAEY P RILL 1 HERLS 00
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F 6 TR PLRIRA--A BRI FIo A3 2 B

Panel A : &% # DivlS EPS

CG

ROE

Ybeta
LagLEV
LaglLnAssets
LagTBQ
LagRE_A
LagCash_A

Adj. Rsq
N

MR- EF Keb- A HEHE
a1 a2
% #c t B oS /24 t B
0.0038 0.21 -0.0810 *** -2.68
29717 #** 325 -3.1192 ** -2.22
-0.1442 *** 281 -0.0413 -0.39
-0.2349 -1.45 -0.4708 -1.40
-0.0204 -0.78 -0.0304 -0.63
0.0214 0.98 0.1160 ** 2.09
0.6922 ** 1.97 -0.6575 -1.49
-0.2089 -1.18 0.5845 * 1.81
0.0724 0.1520
403 126

Panel B : & % # Div EPS

CG

ROE

Ybeta
LagLEV
LagLnAssets
LagTBQ
LagRE_A
LagCash_A

Adj. Rsq
N

AR- kg koS-t e s
A 3 Al 4

% #c t iE % #c t B
0.0113 0.82 -0.0379 -1.61
-3.0285 ***  _3.38 -1.7731 -1.38
-0.0976 ** -2.55 -0.0261 -0.28
-0.1447 -1.01 -0.2852 -0.92
-0.0413 ** -1.97 -0.0428 -0.99
0.0327 * 1.69 0.0770 * 1.68
0.9136 *** 2.71 -0.3923 -091
-0.1650 -1.03 0.5745 ** 2.07
0.0982 0.1403

403 126

LA 2 WAl e FREER U AL S E R R 2t

kSRR L T i B 10% S %20 R o B P LA 3o
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27 ARRMERGFE-R S F - P EE DT I E R k2 M

NPT ES ERAKAF 2 £ F)

Panel A : & % # DIivlS EPS

Al 2 Al 3

% % t B % Hc t B % % t B
CG -0.0470 ** -2.08 -0.0313  -1.31 -0.0072 -0.25
KY -0.2538 *** -3.15 0.1010 0.40 0.1717 0.67
KYXCG -0.0908 * -1.79 -0.0909 * -1.84
ROE -2.2371 % -1.79
Ybeta -0.2060 *** -2.87
LagLEV 0.0131 0.06
LaglLnAssets -0.0413 -1.01
LagTBQ 0.0383 1.32
LagRE_A 0.6963 1.45
LagCash A -0.3030 -1.49
Adj. Rsq 0.0133 0.0219 0.0672
N 246 246 246
Panel B : & % # Div EPS

\ Al S Al 6

% % t B % Hc t B % % t B
CG -0.0334*  -1.81 -0.0148  -0.85 0.0129 0.60
KY -0.2121 *** -2.82 0.2048 0.88 0.2785 1.17
KYXCG -0.1067 ** -2.21 -0.1038 **  -2.20
ROE -2.5570 **  -2.11
Ybeta -0.1825 *** 343
LagLEV 0.1017 0.51
LaglLnAssets -0.0685 **  -2.09
LagTBQ 0.0483 * 1.85
LagRE_A 0.9034 **  2.06
LagCash A -0.2358 -1.26
Adj. Rsq 0.0164 0.0345 0.1089
N 246 246 246

LT WA e TR AR R E R R A 2t e HER TRRA L o i)
I

F 7 E T 10% ~ 5% ~ 1%2 53t B K8 o RPRP HF 5L 4 3
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28 MR MHBEH-RIF-TIMEFEPIRENEZ TS
BRI F R WD P BT EI ERAENRL £ ¥)
Panel A : & % # DIivlS EPS

A 1 oAl 2

e i a t i % B t B
CG -0.0095 -0.40 -0.0125 -0.47
CGXFCF1 -0.0155 -1.62
CGXFCF1xKY -0.0420 ** -2.52
CGXFCF2 -0.0040 -0.33
CGXFCF2XKY -0.0363 * 2191
ROE -1.5300 -1.21 -1.7916 -1.31
Ybeta -0.1877 ** -2.57 -0.2191 *** 298
LagLEV -0.0170 -0.08 0.0297 0.14
LagLnAssets -0.0541 -1.53 -0.0571 -1.54
LagTBQ 0.0239 0.87 0.0324 1.15
LagRE_A 0.6866 1.42 0.7267 1.50
LagCash_A -0.3142 -1.59 -0.2722 -1.34
Adj. Rsq 0.0562 0.0463
N 246 246

Panel B : &% # Div EPS

BAl 3 BAl 4

T i t i@ % i t B
CG 0.0028 0.14 -0.0009 -0.04
CGXFCF1 -0.0093 -1.03
CGXFCF1xKY -0.0370 ** -2.27
CGXFCF2 0.0033 0.28
CGXFCF2xXKY -0.0285 -1.61
ROE -1.9930 -1.63 -2.3892 * -1.82
Ybeta -0.1708 *** 311 -0.1931 ***  -3.49
LagLEV 0.0660 0.34 0.1050 0.53
LagLnAssets -0.0744 ** -2.57 -0.0792 *** 2,65

LagTBQ 0.0335 1.35 0.0417 1.61

LagRE_A 0.9240 **  2.15 0.9462 ** 215
LagCash_A 02178 -1.20 -0.1873 -1.01
Adj. Rsq 0.0922 0.0837
N 246 246

e e
=S

LR E FREE G A XL ERT IR Y Lt B SR TRE LRI ok
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Z 9 FEHREE--F BRI E Rl B

Fs % B DivTS _OCF DiVTS Sales DiVTS_LagAssets DivTS LagP
Panel A @ 2 7 ip32 27 b RIS S8 M (T4 421 82 RERKH
#A 1 #3 2 # 3 #3 4

% ¥ t & % B t & %K t & % t &
CG 0.0105 0.13  -0.0010  -0.64  -0.0004 -0.52  -0.0010 -1.15
KY -1.3874  -0.88  -0.0139 2112 -0.0096 2125 -0.0129*  -1.91
KYXCG 0.2638 0.82  -0.0021 -0.74  -0.0019 -1.03  -0.0011 -0.67
Control Var. YES YES YES YES
Adj R-sq -0.0287 0.4769 0.7056 0.3835

Panel B: ¢ & EZ2 2

PieEd R E REL M (F#AS2 1 TRRER

wAl s w3l 6 w3 7 3 8
(RS - SRS St hE 1
CG 0.1163 1.12 0.0002 0.17 0.0003 0.48 -0.0004 -0.66
CGXFCF1 -0.0603 -1.28 -0.0015 -1.28 -0.0006 -1.09 0.0006 0.96
CGXFCF1Xky -0.0167 -0.29  -0.0071 *** -420  -0.0053 *** 518 -0.0046 *** -4.95
Control Var. YES YES YES YES
Adj R-sq -0.0330 0.4851 0.7109 0.3738
Panel C: A BRl# 2§58 3 bR S8z Mo (F34 62 1 & RIE%EK)
Panel C-1: A F— 4 ¢ ¥
A9 3l 10 A 11 Al 12
% t B e ::d t B e ::d t & % #c t B
CG 0.0235 0.27  -0.0013 -0.82  -0.0008 -1.04 -0.0012 -1.39
Control Var. YES YES YES YES
Adj R-sq -0.0369 0.5239 0.7535 0.3976
Panel C-2: k2% -+ 3 g ¥
#A] 13 #A 14 A 15 #Al 16
[ S t B ¥ S t B Tk t ¥ - 3 t &
CG 0.1284 0.57  -0.0025 -0.94  -0.0031 * -1.88 -0.0019 -1.28
Control Var. YES YES YES YES
Adj R-sq 0.0557 0.4261 0.5387 0.2896
R 2HA Y s FRERNE AEHERL IR A Lt B KR TRBLAH o BN

%0 E D 10% ~ 5% ~

AEERERENE ~H P ~ PR

SN

1%2. 53t Bk o RGP 34 L % 3 - DIVTS OCF ~ DiVTS Sales ~ DivTS LagAssets -
DivTS LagP 4 &) 3414 e =

SRR AT EAREVRFIEREFRRE N2 foo AR RA Y

A~ PA R .
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£ 0100 AR PR JIFE SRS ENH BN Bk

DiVTS  DivlS DivTS DivTS DivTS

Variable ROA ROE  Prdfitability
_EPS  OCF Sales LagAssets LagP

(1) DiIVTS_EPS 1*  0.38%** (.38 #** (.36 #** (.4] *** -0.13 *#* (.14 #** (.15 ***
(2) DiVTS_OCF 0.08 *** 1 0.53 #** (.60 *** (0.4] *** (.34 *** (.37 #xk (29 #*kx
(3) DiVTS_Sales 0.22 **% (.12 #** 1 0.81 *** (.47 *** (.55 *** (.61 *** (.78 #**
(4) DIiVTS LagAssets  0.16 *** (.10 ** (.77 *** 1 0.60 *** (.75 *** (.80 *** (.59 #**
(5) DiVTS LagP 0.25 %% (.09 ** (.33 *#* (.42 *** 1 0.28 #** (.33 *#* (18 ***
(6) ROA -0.18 *** (.02 0.51 #** (.75 *** (.20 *** 1 0.93 *** (.71 #**
(7) ROE -0.22 *** (.04 0.56 *** (.80 *** (.24 *** (.04 *** 1 0.78 #**
(8) Profitability -0.18 0.04 0.79 #** (.57 #** (.10 ** .65 *** (.73 *** 1

X ApM GBcErL 2 2T & 5 Pearson AP M i #Bic o + F & 5 Spearman Ap R (e o ¥~ Rk ok nl d 3 1] 10%
5%~ 1%2- 53 B F -k - ROA G FASFP S » g £ 1) ’ﬁ% e E A geg o Profitability 5 02 415 > 1o
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