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Stock Trust of Director and Supervisors
and Stock Returns

Yin-Hua YEH, S. Gorbon CHEN, Kuo-CHine HUANG :

ABSTRACT

The Trust Law that was mandated in 2002 initiated the trust business. The business substantially increased
in the past few years, and the trust of marketable securities that is closely related to the tax arrangement for
large sharcholders or company insiders was among the most popular and booming items. The market size,
according to the statistics in 2007, was estimated NT 217 billon dollars.

The purpose of this study is to investigate whether the arrangement of the trust of marketable securities
implies information content. This issue has been sparsely investigated in literature. Our empirical results
indicate that the arrangement of marketable securities for large shareholders or insiders is coupled with good
quality firms. Even though the short-term announcement effect is insignificant, its long-run performance is

significantly positive. This information could provide value to investors especially for long-term investors.

Keywords: the marketable securities of large shareholders, stock returns
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