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Abstract

This paper is to investigate whether information contents of TSMC. After surveying
relative literatures, we find that few researches involve individual stocks and index futures. In
addition, empirical studies related to futures are often employed VAR, ECM, and
ARCH-family models. On the country, event study is seldom applied in the area of futures
researches. Thus, the incentive of this study is to investigate TSMC, the heaviest-weighted
stock, related to SIMEX (Taiwan Index Futures in SIMEX) and TIMEX (Taiwan Index
Futures in TIMEX). Especially, Taiwan stock markets are quite weak with low trading volume
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while involving index futures into Taiwan capital markets, but the trading volume of index
futures including SIMEX and TIMEX are traded quite actively. After inspecting the special
phenomena, there are several important finding are explored and inferred as follows: Actually,
the settlement day of SIMEX is behind TIMEX. While the index futures are weaker than
index spots (F<S), the AR(t)s and CAR(t)s are significant and negative before the settlement
day of TIMEX, the AR(t)s and CAR(t)s are in significant before the settlement day of SIMEX
and before the settlement day of TIMEX, and the AR(t)s and CAR(t)s are significant and
positive after the settlement day of SIMEX. In order to infer the above results, we find the
case of F<S accompanied by the downward trend of Taiwan stock market. Under this situation,
investors, foreign investment institutions often put index futures in the short positions before
the settlement day. In order to make profits for their short position, they will sell TSMC
regarded as a confidence symbol of Taiwan stock market to prevent the future index rising up.
Actually, the price of TSMC is possible to go up after the settlement day of index futures, but
the downward pressure is from preventing the index futures rising up due to short sale of
index futures. It might be the reasons why AR(t)s and CAR(t)s are insignificant between
TIMEX settlement day and SIMEX settlement days. However, the AR(t)s and CAR(t)s are
significantly positive after the settlement day of SIMEX, since it is possible undervalued by
the pressure of making profit by short sale of index futures.

Keywords: Abnormal Returns, Event Study, Settlement Day
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&ffdE | ARE [ RS ME) | ARME [F>S (tED)| ARME [ F<S (tE)
AR 18 8 10

AR(-5) | -0.530 -1.491 -1.359 | **.3,189 | 0.133 0.291
AR(-4) | -0.060 -0.194 -0.430 -0.918 0.237 0.588
AR(-3) | 0.671 1.542 1.009 1.225 0.400 | 0.887
AR(-2) | 0.453 1.140 -0.020 [ -0.031 | 0.832 1.734
AR(-1) | -0.144 | -0.374 |-0.169 | -0.292 | -0.125 | -0.228
AR(0) | 0.095 0.284 -0.757 | **.2.030 | 0.777 **1.837
AR(1) | 0.312 0.748 0.074 0.146 0.502 0.773
AR(2) | -0.029 -0.056 -0.625 -0.886 0.448 0.618
AR(3) | -0.033 | -0.071 0.178 0.336 | -0.202 | -0.273
AR(4) | 0.204 0.495 0.283 0.576 0.140 0.215
AR(5) | 0.155 0.442 -0.162 -0.276 0.409 0.946
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“ifidE | CARE | SR (1) | CARE | F>S (1) | CAR{E | F<S (t{#)
BEASEYL 18 8 10
CAR(-5)| -0.530 -1.491 -1.359 | **-3.189 | 0.133 0.291
CAR(-4)| -0.590 -1.036 -1.789 | **-2.199 | 0.369 0.544
CAR(-3)| 0.081 0.124 -0.780 -0.726 0.769 0.992
CAR(-2)| 0.534 0.646 -0.800 -0.527 1.602 **2.059
CAR(-1)| 0.390 0.407 -0.969 -0.520 1.477 1.815
CAR(0)| 0.485 0.484 -1.726 -0.974 2.254 **) 740
CAR(1)| 0.797 0.833 -1.652 -1.098 2.756 **3.196
CAR(2)| 0.768 0.625 |-2.277 | -1.267 | 3.204 | **2.493
CAR(3)| 0.735 0.618 -2.098 -1.363 3.002 **2.098
CAR(4)| 0.939 0.820 -1.816 -1.010 3.142 **2.840
CAR(5)| 1.094 0.886 -1.978 -0.914 3.551 **4.097
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GREEE | ARME | JES (ME) | ARE | F>S (tE)| AR [F<S (1)
BN 18 11 7
AR(-5) | -0.723 **.1.906 | -0.280 -0.585 -1.418 | **-2.522
AR(-4) | -0.325 -0.799 -0.208 -0.369 -0.509 -0.837
AR(-3) | 0.088 0.310 0.525 **1.886 | -0.599 -1.194
AR(-2) | -0.097 | -0.383 |-0.170 | -0.539 | 0.017 0.038
AR(-1) | -0.178 -0.470 -0.109 -0.217 -0.285 -0.466
AR(0) | -0.345 -1.012 -0.553 -1.151 -0.018 -0.039
AR(1) | 0.172 0.438 0.136 0.219 0.229 0.673
AR(2) | 0.086 0.232 -0.032 -0.074 0.270 0.383
AR(3) | 0.136 0.361 0.280 0.593 -0.091 -0.138
AR(4) | 1.113 | **2.083 | 0.571 | 0.755 1.965 | **3.167
AR(5) | 0.076 0.145 |-0.266 | -0366 | 0.615 | 0.837

&R [ CARME | SR & (HE) | CAR(E [ F>S (1E) | CAR{E | F<S (&)
AL 18 11 7
CAR(-5)] -0.723 | **.1.906 | -0.280 | -0.585 | -1.418 | **.2.522
CAR(-4)| -1.048 | -1.663 | -0.487 | -0.608 |-1.928 | -1.927
CAR(-3)| -0.960 | -1.274 0.038 | 0.044 |-2527 | **2.017
CAR(-2)| -1.057 | -1.321 | -0.132 | -0.143 [ -2.510 | -1.849
CAR(-1)| -1.235 | -1.462 | -0242 | -0255 | -2.795 | -1.892
CAR(0)| -1.580 | -1.722 |[-0.795 | -0.701 | -2.813 | -1.837
CAR()| -1.407 | -1.232 [-0659 | -0429 [ -2.584 | -1.504
CAR(2)| -1.322 | -1.233 [-0691 | -0471 | -2.313 | -1.473
CAR(3)| -1.186 | -1.225 | -0.411 | -0.308 | -2.404 | -1.816
CAR(4)] -0.073 | -0.082 0.160 0.141 -0.439 | -0.290
CAR(5)| 0.003 0.003 -0.106 | -0.070 | 0.176 | 0.089
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