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Abstract 

We study return volatility and trading volume at times of earnings announcements to see if the increased 
disclosure faced by non-U.S. firms when listing shares in the U.S. has economically significant 
consequences. We find a surprising change in market behavior around earnings releases: absolute return 
and volume reactions to earnings announcements typically increase significantly once a company cross-
lists its shares in the U.S.  Furthermore, the increase in volatility and volume is greatest for firms from 
developed countries and firms that do not list on an organized stock exchange, rather than for emerging 
market firms from poor information disclosure environments or firms that submit to the stringent 
reporting demands of a high quality exchange listing. Additional tests support the hypothesis that it is the 
individual firm’s disclosure environment, rather than changes in its market liquidity, ownership, or 
trading venue, that explain our findings. 
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1. Introduction 
 
 When a firm commits to increased levels of disclosure, the potential for information asymmetries 

to arise between the management of the firm and its shareholders or among buyers and sellers of the 

firm’s shares diminishes. There are many reasons why a firm would choose to reduce information 

asymmetry by increasing disclosure. Managers who anticipate making capital market transactions (issuing 

public debt or equity or acquiring another company in a stock transaction) have incentives to provide 

voluntary disclosure to reduce the information risk borne by investors that, in turn, reduces the firm’s cost 

of external financing.1  Firms with high levels of disclosure are also more likely to attract investors who 

are more confident that stock transactions occur at “fair” prices, thereby increasing the liquidity in the 

stock (Diamond and Verrecchia, 1991; Kim and Verrecchia, 1991a, 1991b, 1994). Voluntary disclosure 

can also lower the cost of information acquisition for analysts and hence increase their supply.2  

 Most of the empirical evidence on the economic consequences of increased disclosure has 

focused on U.S. firms with publicly registered securities under current Generally Accepted Accounting 

Principles (GAAP). The disclosure environment is already rich, so that commitments to increased levels 

of disclosure have limited economic impact. In contrast, the disclosure levels mandated by securities 

market regulators in many countries around the world have been criticized as relatively low (Decker, 

1994; Rader, 1994). One important context in which international differences in disclosure standards 

matter is when non-U.S. firms choose to list their shares on U.S. exchanges or register their securities 

with the Securities and Exchange Commission (SEC) for a public offering of shares to U.S. investors.  

There are, of course, many reasons why a firm may choose to list shares in the U.S. including 

access to capital, greater liquidity, a lower cost of capital, corporate prestige and greater investor 

protections for minority shareholders afforded by tougher U.S. securities laws. However, surveys of 

corporate managers about the decision to list in the U.S. most often cite the process of reconciling home 

                                                 
1 See Barry and Brown (1984, 1985), Myers and Majluf (1984), Merton (1987), and Healy and Palepu, (1993, 2001) 
2 See Bhushan (1989), Rajan and Servaes (1997), Lang and Lundholm (1996), and Healy, Hutton, and Palepu 
(1999). The ability to signal management or firm quality (Admati and Pfleiderer, 2000), concerns about litigation 
risk from delayed disclosure, and the importance of stock-based compensation contracts for managers are other 
potential motives (Healy and Palepu, 2001). 
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country and U.S. reporting and disclosure standards as a substantial challenge.3 For example, Fanto and 

Karmel (1997) report that three of the top six “difficulties” experienced in a U.S. listing include 

accounting reconciliation (cited by 15 percent of listing managers, 21 percent of non-listing managers), 

preparation of Management Discussion and Analysis (10 percent listed, 7 percent unlisted) and segment 

reporting (6 percent listed, 11 percent unlisted).  Notwithstanding these difficulties, there has been a 

significant increase over the last decade in the number of non-U.S. firms listing on U.S. markets through 

public offerings on the New York Stock Exchange (NYSE), American Stock Exchange (Amex), and 

Nasdaq and through over-the-counter (OTC) listings on the OTC Bulletin Board, “pink sheets,” and even 

private placements by means of the SEC’s Rule 144a offerings. 

 The objective of this study is to evaluate the economic impact of the increased disclosure faced 

by non-U.S. firms when they list their shares on U.S. markets. Specifically, we compare the price 

volatility and volume reactions to earnings announcements by these firms before and after their U.S. 

listing. To this end, we assemble a sample of 2,503 earnings announcement events for 387 firms from 

over 40 emerging and developed markets around the world that cross listed on U.S. markets. We also 

assemble a benchmark sample of 43,634 earnings announcement events for 7,002 non-U.S. firms that 

never cross listed in the U.S. in order to confirm that results reflect the impact of cross listing rather than 

any changes in operating and investment activities that may be taking place for these firms. Finally, we 

examine how the changes in volatility and volume reactions to earnings announcements around the U.S. 

listing relate to a variety of firm-specific, industry-level, and country-level attributes. 

Our motivation to examine capital market reactions to earnings announcements stems from the 

analytical and empirical studies that emphasize the role of information asymmetry and differential 

information processing by investors in evaluating those reactions.4 These studies show how the volume 

reaction to an earnings announcement is an increasing function of both the magnitude of the price reaction 

and the level of information asymmetry among investors. How the volume and volatility reactions to 

earnings announcements change after non-U.S. firms list in the U.S. can help us to infer how the quality 

                                                 
3 It is also cited as a great challenge for U.S. based investors diversifying their portfolios into international markets.  
See “Cherchez la footnote” Forbes (December 24, 2001). 
4 The seminal studies in this area include Diamond and Verrecchia (1991) Kim and Verrecchia, (1991a, 1991b, 
1994), Harris and Raviv (1993), and Kandel and Pearson (1995). 
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of the information environment has been affected. If, for example, we find that the reactions diminish 

upon listing, one could infer that the pre-announcement information among investors is now of higher 

quality, generating less noise and lower residual uncertainty. Alternatively, volume and volatility 

reactions could abate if the costs of information acquisition are lower, yielding more analyst coverage of 

the stock and allowing more precise private information to be incorporated into prices. Finally, this 

outcome could arise if there is less disagreement among investors in interpreting the information content 

of the public announcement or less asymmetry of private information among investors.  

Two unique aspects of this setting make our experiment particularly useful and help us to 

contribute to this literature on increased disclosure. First, disclosure standards and other capital market 

characteristics differ widely across countries. The disparity between local and U.S. GAAP should be 

particularly great for companies from emerging economies with poor disclosure standards. Our sample of 

listings affords us a rich cross-section of countries with which to relate the capital market reactions we 

uncover to the degree of increased disclosure the firm faces. After listing in the U.S., volume and 

volatility reactions around earnings announcements should change most dramatically for those companies 

originating from emerging economies or those with weaker disclosure standards. Second, our sample 

includes U.S. listings on major exchanges, OTC markets as well as private placements. Full reconciliation 

with U.S. GAAP is required only for exchange listings; the disclosure standards are lower for OTC 

listings and are minimal for Rule 144a private placements. This range of choices for a U.S. listing allows 

us as researchers to isolate the capital market effects of listing from that associated with increased 

disclosure. Firms that list in the U.S. through private placement offerings should experience no significant 

change in volume/volatility reactions to earnings due to increased disclosure. 

 Recent studies have uncovered significant, positive share price reactions associated with U.S. 

listings by non-U.S. companies and have proposed different hypotheses to explain these findings.5 Our 

study also contributes to this literature, as few previous authors have focused on the importance of the 

                                                 
5 Alexander, Eun and Janakiramanan (1987, 1988), Foerster and Karolyi (1999), and Miller (1999) argue that 
magnitude of investment barriers and the international segmentation of capital markets can explain the price effects. 
Lins, Strickland and Zenner (2003) emphasize the greater liquidity and efficiency of U.S. capital markets. Coffee 
(1999), Stulz (1999), Reese and Weisbach (2002), Doidge, Karolyi and Stulz (2004), and Doidge (2004) focus on 
the better legal protection for minority shareholders provided by U.S. securities law and Salva (2003) for that 
provided by U.K. common law for U.K. cross-listings. Karolyi (1998, 2004) surveys this literature.  
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change in the information environment. Foerster and Karolyi (1999) and Miller (1999) find statistically 

significant share price effects around U.S. listings and show how these effects are consistent with the 

“investor recognition” hypothesis of Merton (1987). The hypothesis proposes that investors pay a 

premium for familiar assets: a U.S. listing exposes more shareholders to those shares, the "unfamiliarity 

discount" dissipates, and stock prices increase. However, these studies do not evaluate and, at best, only 

indirectly control for the change in the information environment. Baker, Nofsinger and Weaver (2002) 

show that U.S. listings by non-U.S. firms are associated with greater visibility with significant increases 

in the number of analysts following the stock and the number of media “hits.” Lang, Lins, and Miller 

(2003) find that cross-listed firms enjoy greater analyst coverage and forecast accuracy, and tend to enjoy 

higher valuations. Finally, there are several analytical models of the U.S. listing decision that relate to 

disclosure requirements (Cantale, 1996; Fuerst, 1998; Moel, 1998; Huddart, Hughes and Brunnermeier, 

1999). These models predict that larger, higher quality firms in low-disclosure-quality environments will 

optimally disclose more information and experience a capital gain at the time of listing as a reward for 

signaling their higher quality relative to peers that do not list. Only Moel provides some empirical support 

and only regarding the likelihood of listing, not price effects. 

 The lack of effective legal protections for minority shareholders in a firm’s home country and the 

better protections provided by U.S. securities laws may combine not only to influence management’s 

decision to cross-list shares in the U.S. but also to attract U.S.-based investors and analysts needed to 

foster a richer information environment of the firm. This is an important consideration for our study as we 

may risk falsely associating changes in capital market reactions to information events with changes in the 

disclosure regulations, when they may, in fact, stem from changes in the legal environment. Drawing on 

the “legal bonding” hypothesis advocated in studies by Coffee (1999), Stulz (1999), Reese and Weisbach 

(2002), Doidge (2004) and Doidge, Karolyi and Stulz (2004), a recent paper by Lang, Lins and Miller 

(2004) argues that U.S.-based analysts are less likely to follow non-U.S. firms with large family- or 

management-owned controlling blocks of shares, especially for companies from countries with weak 

legal protections in the home market. Leuz, Nanda and Wysocki (2003) show that differences in earnings 

management across countries can be related to differences in investor protection; Lang, Raedy and 

Wilson (2004) further demonstrate that such differences are significant among U.S. cross-listed firms, 
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even though their statements are fully reconciled with U.S. accounting standards. Tribukait (2003) shows 

that significant pre-announcement drift around earnings announcements lessens for non-U.S. firms after 

they cross-list in the U.S., especially if they come from countries with poor investor protections. As a 

result of this apparent link between legal environment and earnings disclosures, it is important for our 

study to try to distinguish the influence of these two forces for cross-listing firms. 

Non-U.S. firms often target U.S.-based investors in pursuing U.S. listings for their shares (Fanto 

and Karmel, 1997) and a number of recent studies have documented important differences in the 

composition of the investor base of a firm with a U.S. cross-listing (Doidge, 2003, Edison and Warnock, 

2004, Bradshaw, Bushee and Miller, 2004). For example, institutional investors are known to hold a 

disproportionately large fraction of the shares of internationally cross-listed stocks in the U.S.6 This factor 

may further confound analysis of our central hypothesis about the economic consequences of increased 

disclosure because the changes in capital market reactions to earnings announcements upon listing in the 

U.S. may reveal more about changes from greater participation by liquidity traders with relatively less 

information or by institutional investors with different investment horizons (say, due to taxes) than about 

changes in disclosure activity. Indeed, Utama and Cready (1997) have shown that ownership structure, 

measured by the percentage of outstanding shares held by institutions, is positively associated with 

trading volume reactions around earnings announcement dates. Hotchkiss and Strickland (2003) further 

find that market responses to negative earnings announcements are magnified with greater institutional 

ownership. We specifically control for this alternative hypothesis in our analysis.  

What do we find? Surprisingly, contrary to our central hypothesis, the abnormal return volatility 

and trading volume in the home market around earnings announcements are significantly higher in the 

period following the cross listing. We test whether these results are robust to controlling for the potential 

endogeneity of the listing decision itself. That is, the increased abnormal volatility and volume may stem 

from fundamental changes in the investment or operating activities that are typically associated with firms 

that choose to pursue U.S. cross-listings. To accomplish this robustness test, we measure our changes in 

volatility and volume relative to a broad-based benchmark sample of non-U.S. firms that have never listed 

                                                 
6 See evidence in Citibank Report (July 2001) by Michael Chafkin on “U.S. Investment in Non-U.S. Equities” 
http://wwss.citissb.com/adr/www/adr_info/chaf.pdf.  
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shares in the U.S., and even relative to a subset of those among them that display similar operating and 

investment patterns as the cross-listed sample of firms. While there is evidence of endogeneity, our main 

results still hold.  

We then perform a variety of cross-sectional tests that indicate that the most dramatic increase 

occurs for those firms that list from developed markets and those that do not list on a major exchange. 

Both of these additional findings also run contrary to our hypothesis. After all, firms from emerging 

markets and those that pursue exchange listings should experience the greater increase in information 

quality and, in turn, should realize the more dramatic changes in capital market reactions to earnings 

announcements. We investigate empirically the viability of the two specific competing alternative 

hypotheses regarding changes in liquidity and in the share ownership composition around the U.S. listing 

but find little empirical support for them. Finally, we introduce firm-level data on disclosure activity from 

Standard and Poor’s (S&P) Transparency and Disclosure Ratings (Patel, Balic and Bwakira, 2002), a 

survey-based scoring system on the quality of governance and disclosure practices, including board 

independence, accountability, enforcement, minority-shareholder protections. We find that the increased 

volume and volatility reactions around earnings announcements are concentrated in the cross-listing firms 

with higher S&P disclosure scores, reinforcing the importance of changes in disclosure for these firms. 

In the next section, we discuss the institutional and theoretical background and outline the main 

hypotheses. Section 3 describes the data and empirical methodology. Results are presented in Section 4. 

We conclude the paper discussing alternative interpretations of our findings and implications for further 

research and for policymakers. 

 

2. Theory and Hypotheses 

2.1 Capital Market Reactions to Earnings Announcements 

The market’s reaction to the public announcement of earnings has been one of the primary 

streams of research in the accounting and finance literature. While much of the work has focused on price 

reactions, others have also examined trading volume and the relation between volume and price reactions 

for what it reveals about the market’s reaction to increased disclosure. The seminal analytical studies by 

Diamond and Verrecchia (1991) and Kim and Verrecchia (1991a, 1991b, 1994) establish the intuition that 



 7

trading volume reactions reflect differences among individual investors in the price formation process. 

The differences stem from information asymmetry that arises when investors acquire private information 

and the quality (precision) of the private information differs. Specifically, they show that trading volume 

reactions to public announcements, like earnings, are an increasing function of the magnitude of the price 

reaction and the level of information asymmetry among investors.7 When new information, such as 

earnings, is announced, investors with more precise private information will make smaller revisions of 

expected value of the stock than less-informed investors with less precise private information. The 

differential revisions of expected value generate trading volume. Trading volume and absolute price 

changes reflect the average change in investors’ expectations which is related to the economic importance 

of the public information, but trading volume also reflects differences among investors’ expectations 

revisions due to information asymmetry.  

Empirical work on volume and volatility reactions to earnings announcements has validated these 

basic predictions.8 Atiase and Bamber (1994), for example, compute two empirical proxies for 

information asymmetry using the dispersion and range in analysts earning forecasts. They find that both 

proxies are significantly positively related to trading volume reactions to earnings announcements, even 

after controlling for the magnitude of the associated price reaction. In our paper, we will follow the same 

basis for our key hypotheses that the magnitude of trading volume reactions to earnings announcements is 

positively related to both the associated price volatility and the level of information asymmetry. We will 

also control for information asymmetry using one of the same proxies (dispersion of analyst forecasts), 

but, in comparing the volume and volatility reactions before and after the U.S. listing, we seek to detect 

changes in the information environment. If the quality (precision) of the pre-announcement private 

information is greater or if the costs of information acquisition are lower after listing on U.S. markets, we 

expect less residual uncertainty and lower absolute abnormal returns around earnings announcements. 

With less information asymmetry, all else being equal, we also expect lower abnormal volume reactions. 

                                                 
7 Barron and Karpoff (2004) develop an analytical model to show that the relation between information precision 
and trading volume is ambiguous and can be negative, especially in regimes with high trading costs. 
8 See Atiase and Bamber (1994), Bamber and Cheon (1995), Abarbanell, Lanen and Verrecchia (1995), Utama and 
Cready (1997), Kim, Krinsky and Lee (1997), and Barron and Stuerke (1998). The survey studies by Healy and 
Palepu (2001) and Verrecchia (2001) cite a number of these empirical papers. 
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Volume and volatility reactions to public earnings announcements can also be understood in 

terms of differences across investors in interpreting public announcements instead of asymmetry of 

private information. Grundy and McNichols (1989), Harris and Raviv (1993), He and Wang (1995), and 

Kandel and Pearson (1995) propose that volume reflects differences in opinion among speculative 

investors.9 Kandel and Pearson specifically use the example of earnings announcements to show that 

significant positive abnormal volume can arise even when there is no change in valuation in response to 

the announcements.  They also show that forecast revisions among analysts around earnings are frequent 

and sizable, which, they argue, is consistent with different likelihood functions to interpret public 

announcements. Bessembinder, Chan, and Seguin (1996) test these models using open interest in S&P 

500 index futures contracts as a proxy for divergences in traders’ opinions to forecast market volume and 

volume on individual equities. 

2.2 International Cross-listings and Disclosure Issues 

Our study includes international cross-listings of all forms, including American Depositary 

Receipts (ADRs), ordinary listings, and even global registered shares (GRSs). Almost all non-U.S. 

companies that list their shares on U.S. exchanges do so by creating ADRs. ADRs are investment vehicles 

for investors to register and earn dividends on non-U.S. stock without direct access to the overseas market 

itself. U.S.-based depositary banks hold the overseas securities in custody in the country of origin and 

convert all dividends and other payments into U.S. dollars for receipt holders. Each receipt represents 

shares in the home market, and new receipts can be created by the bank for investors when the requisite 

number of shares is deposited in their custodial account. Cancellations of ADRs reverse the process.  

There are many advantages to ADRs for issuers including an enlarged investor base, access to 

capital, greater liquidity and corporate prestige as well as legal protections for public investors by way of 

U.S. securities laws. At the same time, non-U.S. companies must satisfy two requirements to be listed in 

the U.S. First, they must arrange with a transfer agent and registrar appropriate settlement facilities that 

can coordinate with the home market. Second, to register with the SEC, the company must file a 

                                                 
9 There is a related literature that focuses on volume as a source of information about firm value, rather than 
explaining volume as a consequence of asymmetry of private information or differences of opinion. Important 
contributions include Campbell, Grossman and Wang (1993), Blume, Easley and O’Hara (1994), Wang (1994) and 
Kim and Verrecchia (2001). Chapter 6 of O’Hara (1997) synthesizes these different strands of the literature. 
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registration statement and furnish an annual report on a Form 20-F with a reconciliation with U.S. GAAP. 

There are several options for issuers to balance these advantages and costs. Level 1 ADRs trade over-the-

counter on the OTC Bulletin Board or as a “pink sheet” issue with limited liquidity, but they require only 

minimal SEC disclosure and no GAAP reconciliation (exempt from Form 20-F by Rule 12g3-2(b) 

exemption. Level 2 and 3 ADRs are exchange-listed securities and they require full SEC disclosure with 

Form 20-F, a “current events” Form 6K which can include extensive information and compliance with the 

exchange’s own listing rules.10 Level 3 programs raise capital and must be associated with Form F-2 and 

F-3 filings for offerings. Finally, SEC Rule 144a issues raise capital as private placements to qualified 

institutional buyers (QIBs) and, as a result, do not require compliance with GAAP. These Rule 144a 

programs trade on the PORTAL system with very limited liquidity. Table 1 summarizes these differences 

in registration, reporting, and disclosure requirements.11 

Ordinary listings and GRSs represent important alternatives to ADRs for cross-listings in the U.S.  

Ordinary listings require an exact replication of settlement facilities as for U.S. securities and go beyond 

Level 2 and Level 3 ADRs in requiring full annual and quarterly reports prepared in accordance with U.S. 

GAAP.12 The GRS was introduced with newly-merged DaimlerChrysler (DCX) in November 1998 and is 

employed today by Deutsche Bank, Celanese and UBS. A GRS does not require an intermediary receipt 

like an ADR but does require a coordination of the transfer agent, clearance, and settlement procedures in 

the U.S., home and other overseas markets (Karolyi, 2003). Disclosure standards are equivalent to Level 2 

and 3 ADRs; DCX, for example, files an annual 20F. In our study of disclosure standards, we treat 

ordinary listings and GRSs as equivalent to exchange-listed ADRs. 

There is a large literature on international cross-listings (Karolyi, 1998, 2004). Much of the early 

work was built using the insights of international asset pricing models with barriers to international 

                                                 
10 The NYSE, for example, also requires semi-annual reports by home country GAAP and encourages quarterly 
reports as well. 
11 More details are available from the websites of the three main depositary banks: Bank of New York 
(www.bankofny.com), JP Morgan (www.adr.com) and Citibank (wwss.citissb.com/adr/www). 
12 Canadian firms use ordinary listing rather than ADRs and can use Canadian GAAP that is very similar to U.S. 
GAAP as permitted by the Multi-Jurisdictional Disclosure System since 1991. See Multi-Jurisdictional Disclosure 
and Modifications to the Current Registration and Reporting System for Canadian Issues, Securities Act Release No. 
6902 (July 1, 1991) and Foerster and Karolyi (1993, 1998).  Among non-Canadian firms in our sample, ordinary 
listings are very unusual, as are changes between ordinary listings and ADR programs. 
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investment.13 In these models, a firm located in a country that is not fully integrated in the world markets 

typically faces a higher cost of capital because its risk has to be borne mostly by investors from its 

country. If the firm finds a way to make it less costly for foreign investors to hold its shares, these 

investors share the risk, the cost of capital falls and the firm’s stock price increases. A U.S. listing is a 

way for firms to finesse segmenting barriers and to make their shares more accessible to foreign investors. 

The empirical findings of Alexander, Eun and Janakiramanan (1988), Foerster and Karolyi (1993, 1999), 

and Miller (1999) find statistically significant and positive stock price reactions to U.S. listing 

announcements and listings consistent with the predictions from this market segmentation hypothesis.  

Newer evidence suggests that there may be other forces at work. Foerster and Karolyi (1999) 

show that the share price effects and risk changes around listings are associated with changes in the 

shareholder base and interpret their findings in the context of Merton’s (1987) investor recognition 

hypothesis. Investors are presumed to invest only in familiar stocks and are priced to include an 

incompleteness premium; when they list in the U.S., this incompleteness premium dissipates and the 

stock price increases. Lins, Strickland and Zenner (2003) suggest that firms that list in the U.S. gain value 

because they bypass local underdeveloped markets to access the greater liquidity and efficiency of U.S. 

markets. Cantale (1996), Fuerst (1998) and Moel (1998) establish a signaling equilibrium in which firms 

try to communicate their private information regarding their quality to outside investors by listing their 

shares in overseas markets. Their hypothesis presumes that the credibility of the signal of quality stems 

from the higher level of information disclosure required by the U.S.  Coffee (1999), Stulz (1999), Reese 

and Weisbach (2002), and Doidge, Karolyi and Stulz (2004) argue that a U.S. listing and thus U.S. 

securities law enhances the protection of investors for firms coming from poor investor protection 

countries, thereby reducing the agency costs of controlling shareholders and the risk of expropriation.  

A number of these studies attempt to measure the value relevance of increased disclosure 

associated with U.S. cross-listings. Usually, they measure share price effects around listings and seek to 

associate them with proxies that relate to various hypotheses. However, it is important to recognize a 

growing accounting literature that focuses on the value relevance associated with the harmonization of 

                                                 
13 Black (1974), Stapleton and Subrahmanyam (1977), and Stulz (1981) lay the groundwork for papers by Errunza 
and Losq (1985) and Alexander, Eun and Janakiramanan (1987) to develop equilibrium models of the repricing of 
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international accounting standards. There is some debate about the magnitude of its impact. Analytical 

studies by Huddart, Hughes and Brunnermeier (1999) and Barth, Clinch and Shibano (1999) establish the 

conditions under which firms will list based on the optimal disclosure standards defined by the exchanges 

or in terms of the benefits and costs of foreign analysts becoming experts in local market GAAP. 

Empirical work has explored these issues by focusing on the relative informativeness of accounting 

disclosures in different countries (Alford, Jones, Leftwich and Zmijewski, 1993; Leuz, Nanda and 

Wysocki, 2003), on the differential response of stock prices to earnings disclosed in overseas and local 

markets (Frost and Pownall, 1994; Fan and Wong, 2002; Lang, Raedy and Yetman, 2003), and most 

recently on the role of analysts and their forecast accuracy for valuations (Lang, Lins and Miller, 2003, 

2004). A number of more recent studies have examined capital market reactions to Form 20-F 

reconciliations by foreign firms listing in the U.S. or voluntary reconciliations to international accounting 

standards (IAS); while there are some that have documented that these changes are weak or negligible 

(Leuz and Verrecchia, 2000; Leuz, 2003a; Blanco and Osma, 2004; Karamanou and Raedy, 2004), the 

majority indicate otherwise.14 

2.3 Key Hypotheses 

We structure our empirical tests around several hypotheses implied by the theoretical literature. 

The models of Kim and Verrecchia (1991a, 1991b, 1994), Harris and Raviv (1993), and Kandel and 

Pearson (1995) show that trading volume and price reactions to earnings announcements are complex. 

The reactions depend on the information content of the public announcement, the quality of the pre-

announcement information, the cost of information acquisition, and the dispersion in investors’ opinions 

or the degree of private information asymmetry. Our first hypothesis focuses on how the information 

environment of the firm affects the price volatility around earnings announcements. The magnitude of the 

price reaction stems from the average change in investors’ beliefs and this, in turn, depends on the 

                                                                                                                                                             
shares of firms cross-listing abroad. 
14 Amir, Harris and Venuti (1993), Chan and Seow (1996), Rees and Elgers (1997), Alford and Jones (1998), Harris 
and Muller (1999), Karamanou and Raedy (2000), and Douthett, Duchac, Haw and Lim (2003) are useful examples 
of this literature. Most studies examine the short- and long-run stock-price sensitivity to earnings changes, but some 
evaluate changes in analyst behavior, liquidity, bid-ask spreads and even underpricing of initial public offerings. 
Rader (1994), Ruder (1996), and Fox (1998) focus on the political challenges of reconciling U.S. disclosure policy 
with international accounting standards.  
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magnitude of the surprise and the precision of the announcement relative to the average precision of 

investors’ total information. If the quality of the information environment improves after listing in the 

U.S. because of the more stringent disclosure requirements, the costs of information acquisition would 

decline, more analysts would cover the stock, and the precision of the prior private information is greater.  

Hypothesis 1:  The abnormal absolute price change around the earnings announcement is lower 
following a listing in the U.S. for a company that faces increased disclosure requirements. 
 

We want to isolate whether the U.S. listing improves the quality of the information environment 

with greater precision of, and less residual uncertainty about, the information content of the 

announcement. As a result, we attempt to control for the magnitude of the earnings surprise (deviation of 

actual earnings from median analyst forecast) and the change in the number of analysts who cover the 

stock. Most importantly, we control for the type of U.S. listing pursued by the company and the rigor of 

home-country accounting and disclosure standards to capture the magnitude of the change in the 

information environment. For companies that choose exchange listings (ordinary listings, GRSs, Level 2 

or 3 ADRs) and for those that list in the U.S. from countries with relatively poor accounting standards, we 

expect a more dramatic decrease in abnormal absolute price changes around earnings announcements than 

that for companies that choose OTC listings or Rule 144a private placements and for those that list from 

countries with relatively good accounting standards. As a result, we offer the supplementary hypothesis: 

Hypothesis 1a: The decrease in abnormal absolute price change around the earnings announcement 
following a listing in the U.S. is greater for those companies that choose listings that require full 
reconciliation with U.S. GAAP and disclosure standards (Level 2/3 ADRs, ordinary listings, GRSs) and 
for those companies from countries with weaker accounting systems. 
 
 

The trading volume reaction to an earnings announcement is proportional to the magnitude of the 

associated price reaction and the level of private information asymmetry or public information 

disagreement among investors. Our second hypothesis positively links the abnormal trading volume 

around earnings announcements to the degree of information asymmetry or disagreement, given the 

magnitude of the associated price reaction:  

Hypothesis 2:  The abnormal trading volume around the earnings announcement is lower (higher) 
following a listing in the U.S. for a company that faces increased disclosure requirements, if there is less 
(more) information asymmetry or disagreement among investors. 
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 The key to testing this second hypothesis is not only to isolate the magnitude of the absolute price 

change, but also to control for the information asymmetry or disagreement. To this end, we construct a 

proxy based on the number of analysts and the dispersion of analysts’ forecasts. However, our focus, 

again, is on the type of listing the firm seeks and the level of home-country disclosure standards. For 

companies that choose exchange listings and for those that list in the U.S. from countries with relatively 

poor accounting standards, we expect a more dramatic change in abnormal trading volume around 

earnings announcements than that for companies that choose OTC listings or Rule 144a private 

placements and for those that list from countries with relatively good accounting standards. If increased 

disclosure generates more (less) information asymmetry, the abnormal volume reaction to earnings 

announcements is greater (lower). Our supplementary hypothesis is as follows: 

Hypothesis 2a: The increase (decrease) in abnormal trading volume around the earnings announcement 
due to more (less) information asymmetry or disagreement among investors is greater for those 
companies that choose listings that require full reconciliation with U.S. GAAP and disclosure standards 
(Level 2/3 ADRs, ordinary listings, GRSs) and for those companies from countries with weaker 
accounting systems. 
 

 2.4 Alternative Hypotheses  

We recognize two specific alternatives to our basic hypotheses.  In Fanto and Karmel’s (1997) 

survey of non-U.S. corporate managers who initiated U.S. cross-listings, managers reported that increased 

access to new capital was one of the most important motivations. Whether it stems from the relatively 

underdeveloped capital markets at home or the opportunity to broaden the shareownership base of the 

firm is less clear. A number of recent studies have examined the ownership structure of firms that pursue 

international cross-listings (Edison and Warnock, 2004; Lins and Warnock, 2004) and, to the extent that 

the data is available, changes in the composition of ownership around the listing itself (Doidge, 2003; 

Bradshaw, Bushee and Miller, 2004). For example, Edison and Warnock (2004) exploit detailed U.S. 

Federal Reserve Board survey data obtained from mandatory reports of U.S. custodians in 1994 and 1997 

on security-level holdings and show that U.S. investors are much more likely to hold shares of non-U.S. 

firms, especially from emerging-market countries, if the shares are cross-listed in the U.S. Doidge (2003) 

employs Form 20-F filings to document a significant change in ownership around the U.S. listing of 109 
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emerging-market firms, many of which experience a greater dilution of the holdings of a large 

blockholder.  

Changes in the composition of ownership are likely to confound our inferences, as these new 

investors may have different horizons, tax exposures, risk preferences, which, in turn, can lead to changes 

in volatility and volume reactions to earnings announcements after the U.S. listing. We, therefore, 

propose an alternative hypothesis: 

Hypothesis 3: The changes in absolute price change and/or trading volume around the earnings 
announcement are greater for those companies that experience a greater change in ownership composition 
around the U.S. listing. 
 
 

To test this alternative hypothesis, we use the Spectrum database to identify U.S. institutional 

investment in non-U.S. firms. Specifically, we compute from quarterly SEC 13-F filings mandated of 

U.S. institutions with at least $100 million in assets the fraction of shares outstanding of the non-U.S. 

firms that they hold as of the quarter of the earnings announcement of interest.15  Of course, it is difficult 

to separate fully our central hypothesis about increased disclosures from changes in institutional 

ownership, as U.S. GAAP conformity associated with the listing may be an important factor in an 

investor’s decision to take a position in a non-U.S. firm (Bradshaw, Bushee and Miller, 2004). Our effort 

is also likely to be hampered by the fact that retail investors are also more likely to be attracted to a new 

U.S. listing; unfortunately, no comprehensive data on retail holdings is yet available on a timely basis. 

A second alternative hypothesis stems from the possibility that some non-U.S. firms list their 

shares on major U.S. exchanges to establish a more liquid trading environment for their shares. There is 

indeed some evidence that a cross-border listing can affect liquidity. Noronha, Sarin and Saudagaran 

(1996) examine 126 U.S. firms listing in London and Tokyo using intraday data on transactions and 

spreads and find that while spreads had not decreased, the depth of the quotes had increased. Foerster and 

Karolyi (1998) show that the spreads on 52 Canadian stocks cross-listing on U.S. exchanges between 

1981 and 1990 decreased by 44 basis points, on average. Domowitz, Glen and Madhavan (1998) provide 

evidence of a complex liquidity impact for Mexican companies listing in the U.S. in which lower spreads 

                                                 
15 For more background information on what a Form 13F is, its importance to ADR issuers, who is required to file 
and when, see the February 2002 publication by JP Morgan ADR division, entitled “A Primer on SEC Institutional 
Investor 13F fFilings.” 
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and higher volatility result but only for those ADRs that have fewer restrictions on foreign ownership. It 

is important to note that non-U.S. stocks do still have less liquidity than comparable U.S. stocks, 

especially for those from emerging markets (Bacidore and Sofianos, 2002) which likely stem from higher 

information asymmetry and adverse-selection risks faced by market-makers in those stocks. 

Hypothesis 4: The changes in absolute price change and/or trading volume around the earnings 
announcement is greater for those companies that experience a greater change in liquidity around the U.S. 
listing. 
 

In order to test this specific alternative hypothesis, we construct measures of illiquidity in the pre-

announcement period. Specifically, we follow Amihud (2002) and calculate the average ratio of daily 

absolute values of returns to daily trading volume computed over the pre-announcement period. To the 

extent that a stock is likely to become more attractive to liquidity investors in the new U.S. trading 

environment, a larger pool of relatively uninformed investors will arise and the risks from potentially 

transacting with investors with superior information will decrease. Though the U.S. listing may improve 

the quality of the information environment, the new complement of liquidity investors might lower the 

precision of, and increase the residual uncertainty about, the information content of the announcement, 

thereby increasing the abnormal absolute returns reactions. Of course, testing this alternative hypothesis is 

complicated by the fact that prior research has shown that increased disclosure is itself accompanied by an 

increase in stock liquidity (Welker, 1995; Healy, Hutton and Palepu, 1999; Leuz and Verrecchia, 2000). 

In any case, we will be able to identify whether some or all of the changes in capital market reactions to 

earnings announcements around U.S. cross-listings can be explained by illiquidity before the listing. 

 

3. Data and Methodology 

3.1 Data 

We obtain details on foreign firms listing in the U.S. (NYSE, NASDAQ, AMEX, over-the 

counter, or Rule 144a) with a depositary receipt (ADR) or ordinary listing from the Bank of New York 

and other sources.16 We restrict the sample using the following criteria. First, the listing date must be 

available. Second, daily closing prices and trading volumes from the home market are available from 
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Datastream International for five years both before and after the U.S. listing. This precludes IPOs as no 

information is available prior to listing in the U.S.  Third, earnings announcement dates, values, and at 

least four analyst earnings forecast per announcement are available from the Institutional Brokers 

Estimate System (I/B/E/S) records both before and after U.S. listing.17  

Often a company has several stock types trading in the home market. To identify the underlying 

stock type to match a DR issue, we use Bloomberg, Bridge, SEC (20-F) filings, and web pages of 

depositary banks and stock exchanges. If these sources could not help to match the DR or direct listing to 

the underlying security in the home market, we checked that the pricing relationship between the DR 

underlying issue and the home market security is reasonably close.18 In a few cases, a class of share is 

created specifically for the U.S. listing so there is no matching issue in the home country.19 When this 

occurs, data are collected for the ordinary type of security listed in the home market. 

For each stock, daily home market prices and trading volumes are collected from Datastream, as 

are capitalization, local market indices and trading volumes, and exchange rates. When possible, we 

obtain return and trading volume information for all five years before and after the first listing date in the 

US.  However, the available time series are often shorter. When a security is not listed in the firm’s 

country of incorporation, prices and trading volumes are taken from the stock's primary market. 

In addition to the sample of non-U.S. firms that cross listed on a U.S. market, we also construct a 

benchmark sample of non-U.S. firms that never cross listed in the U.S. Our concern is that, in comparing 

stock market behavior around earnings releases before versus after cross listing in the U.S., we may be 

capturing changes in firm or market characteristics rather than the impact of cross listing.  We start by 

collecting data on Datastream firms for our sample countries that are not cross-listed in the U.S. We retain 

all firms that fall within the 25th and 75th percentiles of our sample of cross listed firms in terms of sales, 

                                                                                                                                                             
16 See, for example, www.adrbny.com and www.adr.com. Our sample is biased towards recent events and may 
exclude DRs that were subsequently delisted or downgraded to a lower level program. 
17 See Atiase and Bamber (1994), Kim, Krinsky and Lee (1997), and Chang, Khanna and Palepu (2000).  We do not 
attempt to follow the accounting literature in, for example, restricting the sample to EPS forecasts greater that $0.10 
since EPS in our context is reported in many different currencies. 
18 Generally, arbitrage ensures insignificant differences between ADR and underlying share prices once the ADR 
ratio and exchange rate are accounted for. Kato, Linn, and Schallheim (1991), Park and Tavakkol (1994), and Miller 
and Morey (1996) offer supporting evidence; Gagnon and Karolyi (2004) document important differences, however, 
that relate to various country-specific and firm-level factors. 
19 This may arise due to foreign ownership restrictions imposed by regulatory authorities (Bailey, Chung, and Kang, 
1999), or differing dividends or voting rights assigned by companies (Nenova, 2003). 
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assets, sales growth, book-market ratio, and long term debt-equity ratio.20 This ensures a rough match 

between the firms in the benchmark sample and the firms in the ADR sample. Furthermore, we delete any 

earnings announcement event of a benchmark firm with less than four individual analyst forecasts.   

Earnings announcements and forecasts are collected from the Institutional Brokers Estimate 

System (I/B/E/S) tapes. The frequency of earnings information releases varies through countries and 

firms. For cross-country consistency, we use annual earnings announcements: they maximize the number 

of events over the widest range of countries. The earnings surprise equals the difference between actual 

earnings and the mean of the most recent analyst forecasts normalized by the mean forecast. To calculate 

the mean forecast, we take the last estimate for each analyst reporting forecasts for the current fiscal year.  

Table 2 summarizes the number of firms and number of earnings events in the sample by country 

and by U.S. exchange. While there are large numbers of cross-listing firms from developed countries such 

as Canada (36) and the U.K. (40), there are surprisingly large numbers of firms from developing countries 

such as Brazil (20), India (28), and Mexico (9). The geographical dispersion of the countries is also high 

and helps increase variability in pre-listing information environments across countries.  The number of 

earnings events ranges from just a handful for China and Indonesia to over a hundred each for Canada, 

Hong Kong, and the U.K. in both pre-listing and post-listing periods. The majority of firms are listed 

either over-the-counter (195) or as Rule 144a (90), rather than on the NYSE (76) or NASDAQ (26). 

Again, this offers us a broad cross-section of listing characteristics. The benchmark sample is broadly 

similar in terms of its geographic distribution, though the number of earnings events and firms is much 

larger. Table 2 includes a summary of an indicator of the quality of accounting standards across the 

sample countries from which the firms originate, the index produced by the Center for International 

Financial Analysis and Research and used by La Porta, Lopez-de-Silanes, Shleifer and Vishny (1998) that 

scores annual reports based on inclusion or omission of 90 key items.21 Table 2 also summarizes the anti-

director rights index across the sample as presented by La Porta, Lopez-de-Silanes, Shleifer and Vishny 

(1998). The anti-director rights index, ranging from zero to five, reflects the strength of laws and 

                                                 
20 We also tried looser screens of 10th to 90th and 1st to 99th percentile, excluded firms that were missing any of those 
accounting variables, and computed results with no “winsorizing” of abnormal returns and volumes (versus our 
default of 1st to 99th percentile winsorizing).  All results are very similar across a variety of such screens. 
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regulations that protect minority shareholders from majority shareholders and management. The 

distribution of accounting standard index values and anti-director rights index values confirms the broad 

cross section of home country environments represented in our sample. 

3.2 Event study approach 

Our first tests are event studies performed on returns and trading volumes around an earnings 

announcement. The estimation window is the interval (-200, -11) with respect to the announcement day, 

as in existing studies. Following standard methodology as in Brown and Warner (1985), abnormal returns 

are prediction errors from the market model using the local market index.22  Stock and local index returns 

are log-differences expressed in the home market currency.  Given thin trading in some of the stocks, we 

follow the “trade to trade” approach of Maynes and Rumsey (1993).23  Following Kim and Verecchia 

(1991a), we abstract from the sign of returns and use the absolute value of abnormal returns to measure 

return volatility. Following Tkac (1999), abnormal volume values are prediction errors from a “volume 

market model” using trading volume on the local market. To implement hypothesis tests, we use the 

nonparametric rank test of Corrado (1989) and Corrado and Zivney (1992) who demonstrate that their 

rank test is preferable in the presence of non-normality and asymmetry.24  A parametric t-test as used by 

Brown and Warner (1985) is also computed for comparison. All residuals are winsorized at the 1 percent, 

99 percent level prior to further processing and testing. 

3.3 Cross-sectional regression tests 

Abnormal returns are cumulated over three-day (days -1 to +1) windows and the absolute value is 

taken to proxy for return volatility. Abnormal trading volume is cumulated over identical three-day event 

windows.25 The absolute abnormal return and trading volume are then regressed on a set of explanatory 

variables summarized in Table 5 and detailed below. 

                                                                                                                                                             
21 International Accounting and Auditing Trends (4th edition, 1997), Center for International Financial Analysis and 
Research, Princeton, New Jersey. 
22 Our purpose is to generate residuals using a benchmark that mimics the behavior of local returns as closely as 
possible. We are not fitting an international asset-pricing model that would probably require us to use a two-factor 
model with both local and world stock return aggregates. 
23 Results are similar if abnormal returns are computed without controlling for infrequent trading and by restricting 
the sample to more liquid firms. 
24 Corrado and Zivney (1992) adjust for infrequent trading. When a stock trades daily, their rank statistic is identical 
to Corrado (1989). 
25 Results computed over seven-day (-1,5) windows for both returns and volume are very similar. 
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First, our cross-sectional specifications include several variables adopted from the earnings and 

dividends announcement literature.  The absolute value of the earnings surprise (a measure of the 

precision of information) serves as an explanatory variable in the cross-sectional regression to explain the 

absolute abnormal return in the event window. To detect the possibility that the reaction to an earnings 

surprise depends on the sign of the surprise (Hayn, 1995), we employ a dummy variable equal to one for 

positive earnings surprises and zero otherwise. The number of analyst forecasts used to compute the mean 

forecast for the particular earnings event proxies for the degree of analyst attention, one facet of the 

information environment. If firms signal their quality with a U.S. listing and analysts tend to follow 

higher quality firms (Chung, 2000; Rajan and Servaes, 1997; Baker, Nofsinger and Weaver, 2002), the 

number of analysts following a firm increases after cross listing. Forecast dispersion, a measure of 

predisclosure information asymmetry (Atiase and Bamber, 1994) and disagreement, equals the standard 

deviation of analyst forecasts (the last one before the announcement for each analyst) divided by the 

absolute value of the mean forecast.  

Second, we collect or construct variables to test our prediction that the change in information 

environment upon listing in the U.S. will be greatest for firms originating in poor quality environments. 

The change in information environment upon listing in the U.S. depends on the home country disclosure 

environment of the listing company, which we set equal to the index constructed by La Porta et al (1998) 

to rate the quality of information in annual reports across countries.26 La Porta et al (1998) also supply 

indexes of legal quality and other country characteristics that differ across our sample countries. An 

enhanced legal environment may be one reason that foreign firms seek a U.S. listing or investors value 

such a listing (Coffee 1999, Stulz 1999, Reese and Weisbach 2002). Although our focus is not on legal 

issues but rather on the change in the information environment engendered by a U.S. listing, we include 

one such variable, the anti-director rights index of La Porta et al (1998), to detect such effects.  The index 

aggregates a variety of legal characteristics and should be positively correlated with the degree of 

protection afforded to minority shareholders. 

                                                 
26 See Alford, Jones, Leftwich, and Zmijewski (1993) for a detailed comparison of disclosure standards across 
developed countries. 
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We also assign a dummy variable equal to one for stocks from developed countries and zero 

otherwise, according to the classification scheme of Standard and Poor’s Emerging Market Database.27 

We predict that the change in price and volume reactions to earnings after a U.S. listing is greatest for 

firms from emerging markets with low values of the accounting index. In our cross-sectional tests, we 

also employ a more direct measure of economic development, the per-capita Gross Domestic Product 

obtained from the World Bank’s World Development Indicators database for the year corresponding to 

the earnings announcement date.  Finally, we construct a variety of dummy variables to identify 

geographical origins of firms, whether they are cross listed firms or benchmark firms, the level of U.S. 

listing for those firms that did cross list, and some interactive variables. We also introduce several 

additional firm-specific variables in order to test the specific alternative hypotheses outlined above in 

Section 2.4 but we leave their description and sources until later. 

Prior to presenting the results of these cross sectional regressions, we address the concern that 

more fundamental forces than just changes in the disclosure or legal environment may be at work in 

comparing market responses to earnings releases of cross-listed firms. That is, a selection bias problem 

may exist. It may be the case, for example, that cross-listed firms display larger market responses because 

the management of these firms chooses strategically to time the listing decision based on certain market 

conditions or based on certain fundamental attributes or both. Based on previous analysis of the cross-

listing decision (Reese and Weisbach, 2002; Doidge, Karolyi and Stulz, 2004), we know that cross-listing 

firms are larger and tend to be faster growing in terms of sales or profits than typical peer firms from their 

home country. We address this concern about selection bias with a battery of tests ranging from simple 

selection screens among benchmark firms to more complex two-stage estimation methods based on 

Heckman (1979).  Details follow below. 

 

4. Results 

 We first report the event study tests on the abnormal absolute returns and abnormal trading 

volume around earnings announcements before and after listing for cross listing and benchmark samples 

                                                 
27 This yields a few situations where newly-rich countries (such as Taiwan and Korea) are categorized with poorer 
countries that presumably have a poorer information environment. 
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and by various event-specific, firm-specific and country-level attributes. The cross-sectional multivariate 

regression tests follow. 

 4.1 Event Study Results 

 Table 3 and Figure 1 presents results of the event study of absolute abnormal returns (Panel A) 

and abnormal trading volume (Panel B) for the entire sample of 1,151 pre-listing events and 1,352 post-

listing events for firms that cross-listed, and 43,634 events for benchmark firms that never cross-listed.  

Given our concerns about potential non-normality in returns and volume, the table presents a variety of 

statistics. The columns labeled “Before Listing” and “After Listing” present the means and medians of 

variables in the periods before and after U.S. listing while the columns labeled “Benchmark” present 

similar means for our sample of firms that never cross-listed. Asterisks next to medians reported indicate 

whether there is abnormal performance based on the non-parametric rank test of Corrado (1989). The 

columns labeled “Before – After,” “Before – Benchmark,” and “After – Benchmark” present test statistics 

across pairs of subsamples (before listing, after listing, benchmark). Under the subheading “T-test” are 

standard parametric tests of whether means differ significantly across pairs of subsamples. Under the 

subheading “W-test” are Wilcoxon non-parametric tests of whether medians differ significantly across 

pairs of subsamples (before listing, after listing, benchmark).  

 Table 3 indicates statistically significantly greater return volatility and volume reactions to 

earnings shocks in the post-listing period. These heightened responses are particularly large for volume at 

day 0: the average abnormal volume on the announcement day is 21.15 percent (of the average volume 

across days –200 to -11) before a U.S. listing and 39.89 percent after a U.S. listing. This is statistically 

significant by both the standard T-test and the Wilcoxon W-test. Positive outliers or skewness in 

abnormal volume are evident in that means are larger than medians across before, after, and benchmark 

samples. Furthermore, negative median abnormal volumes suggest that volume tends to recede around 

earnings releases. 

The differences in absolute abnormal returns are less dramatic, though they extend over a greater 

number of days before and after day 0. On the announcement day in the pre-listing period, we observe a 

mean 1.49 percent abnormal return.  The comparable response in the post-listing period is a 1.87 percent 
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abnormal return. This 38 basis point difference is significant statistically by both the W-test and the T-

test. Again, influential positive outliers are likely present as means are larger than medians. 

 Table 3 also tests formally whether the “before” or “after” returns and volume residuals of the 

cross listing sample are greater than those of the benchmark sample. For daily abnormal absolute returns, 

there is some evidence that cross-listed returns are lower than benchmark returns prior to cross-listing and 

are higher after cross-listing.  For example, mean (median) day 0 abnormal returns are 1.49 (0.86) percent 

for cross listing firms prior to U.S. listing, 1.87 (1.15) percent for cross listing firms after U.S. listing, and 

1.68 (0.90) percent for benchmark firms. The significance of the differences across categories is 

confirmed by the T- and W-statistics, particularly for day 0. W-tests for the “after – benchmark” 

differences are significant for all days, -10 to +10, in the event window for both return volatility and 

volume, suggesting a substantial and broad-based increase in volatility and volume after cross listing. The 

large W-tests for “before – benchmark” and “after – benchmark” volume suggests that cross listing firms 

may have been more heavily traded than other firms even prior to formal listing. 

 We also break the event study analysis into a variety of subsamples. Table 4 reports absolute 

abnormal returns (Panel A) and abnormal trading volume (Panel B) in a window of three days, –1 through 

+1, around the earnings announcement and compares the pre-listing, post-listing, and benchmark samples. 

Results are reported by emerging/developed market category, by region (Asia, Europe and the Americas), 

by year, by listing type (Rule 144a, OTC and Exchange listing), and according to the number of analysts 

following each firm-event. The most striking result is that firms from developed, rather than emerging, 

economies show statistically significant increases in mean (median) return volatility after U.S. listing, 

2.66 (1.81) percent pre-listing to 3.24 (2.08) percent post-listing with T-test (W-test) of –3.99 (-3.77).  For 

trading volume results (Panel B) for developed-market firms, mean (median) residuals increase from 

62.50 (-5.04) percent pre-listing to 114.69 (19.56) percent post-listing with T-test (W-test) of –2.76 (-

2.69). The increase in cumulative abnormal trading volume after cross-listing is more strongly significant 

for developed-market firms, though the increase for emerging-market firms is also large in magnitude. In 

comparing before cross-listing, after cross-listing, and benchmark subsamples with T- and W-tests, we 

find that there is a consistent statistically significant before-after difference in the return responses for 
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developed country firms only. There is also evidence that abnormal volume differs across the “before,” 

“after,” and “benchmark” sub-samples of both developed- and emerging-market firms.  

These findings on return volatility and trading volume for developed-market firms are somewhat 

surprising given our hypotheses that firms from less-developed markets are likely to experience the most 

dramatic change in information environment upon U.S. listing. Subsamples based on geographic area and 

degree of economic development confirm this, indicating that the post-listing changes in return volatility 

and trading volume around earnings announcements are most pronounced for “Developed Europe”.  The 

mean (median) absolute cumulative abnormal return for “Developed Europe” increases from 2.23 (1.53) 

percent before listing to 3.12 (1.94) percent after listing, with T-test (W-test) of –4.54 (-3.46). Other 

regions, notably “Developed Asia,” show evidence of increases, too. For “Developed Europe,” mean 

(median) cumulative abnormal trading volume increases from 46.37 (5.75) percent pre-listing to 123.94 

(37.38) percent post-listing with T-test (W-test) of –2.75 (-2.49). Except for “Developed Asia,” there are 

no comparable changes. Interestingly, there is no significant post-listing change for Canada, suggesting 

that other national characteristics (such as the degree of difference between local and U.S. disclosure 

environments) beyond mere developed country status are relevant. Canada is a particularly interesting 

case for study as the disclosure environment is very similar to that in the U.S. and, thus, may imply 

factors involved in the cross-listing decision that differ from those for firms in other countries. Indeed, the 

uniqueness of the Canadian context for U.S. cross-listings has been the focus of a number of studies, 

including Alexander, Eun and Janakiramanan (1987), Foerster and Karolyi (1993) and Leuz (2003b). 

Equally interesting is the case of Latin America: the T-test indicates a large significant decline (from 4.20 

percent to 3.10 percent) in the absolute return responses to earnings after cross listing. This is consistent 

with our hypotheses 1 and 1a. Together, these findings suggest other factors may be influencing these 

changes, which we will address in our cross-sectional tests below. 

Table 4 also partitions the sample by listing type into Rule 144a, OTC, and exchange listings. The 

largest number of events is for OTC listings and the smallest is for Rule 144a private placements.  

Surprisingly, the most significant changes in event period volatility and volume are observed for over-the-

counter listings, followed by Rule 144a issues. The mean (median) increase in absolute cumulative 

abnormal returns is from 2.66 (1.94) percent pre-listing to 3.16 (2.31) percent post-listing for Rule 144a 
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placements and from 2.68 (1.76) percent to 3.23 (2.17) percent for OTC listings, statistically significant in 

both cases. A statistically significant increase in mean (median) cumulative abnormal trading volume, 

from 42.54 (-10.67) percent to 118.25 (13.04) percent, is observed for OTC listings. In contrast, there is 

no significant change in either volatility or volume for exchange listings. In brief, the change in event 

study reaction is greatest for listings that require minimal incremental disclosure requirements for firms. 

These findings again appear to contradict our hypotheses that exchange listings are associated with the 

largest change in return and volume because they demand greater disclosure.  Other (unreported) 

summary statistics indicate that developed country firms tend to select OTC or exchange listings. Thus, 

the differences in event study results across listing type are likely mirroring some of the same effects we 

find in comparing developed- and emerging-market results. We explore these types of interactions in the 

next subsection. Table 4 also indicates that the relationship between the size of the volatility reaction and 

the number of analysts is complex, with the most prominent changes arising for firm-events with 5 to 12 

analysts. Volume effects are largely indistinguishable.  

 To sum up the evidence thus far, it appears that a U.S. listing alters substantially the information 

environment in a significant way: earnings shocks have a substantially greater impact on home-country 

return volatility and trading volume once the stock is cross-listed in the U.S.  Do we infer that the 

precision and quality of the prior information has diminished such that there is more noise and more 

residual uncertainty incorporated into prices after listing? Do we associate the higher abnormal volume 

around earnings after listing with an increase in private information asymmetry or "disagreement" due to 

more information and more information processing?  It is curious that this effect is greatest for those 

situations (firms from developed countries or firms that do not submit to high exchange listing standards) 

where we expected the change in information environment to be relatively modest. Interestingly, the 

developed country pattern relates primarily to European firms and excludes Canada.   

4.2 Cross-sectional regressions 

4.2.1 Summary statistics 

 Table 5 summarizes some of the key explanatory variables used in the cross-sectional regressions. 

These variables include aspects of the earnings announcements, such as the number of analysts, 

dispersion of their earnings forecasts and earning surprises, as well as firm attributes, such as total sales, 
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assets, book and market equity, sales growth and leverage. It is evident that there are often large changes 

in these variables comparing the pre-listing and post-listing periods. In particular, the number of analysts 

following a firm and, to a lesser degree, the dispersion of analyst forecasts increases significantly after 

listing.28 The significance of the change in the number of analysts is stronger for firms from developed 

countries and for firms that list OTC. Furthermore, the increase in forecast dispersion after U.S. listing is 

significantly positive, based on the W-test, for developed country firms and for firms that list OTC, 

suggesting that a U.S. listing is associated with a particularly large increases in information asymmetry or 

"disagreement" in trading of developed country firms and those that list OTC. In contrast, dispersion 

drops marginally significantly for emerging-market firms.  

The magnitude of earnings surprises appears to increase after U.S. listing. This increase is related 

to firms that do not list on an organized exchange, which suggests more informative disclosures after 

cross listing. In contrast, exchange listing firms experience a decrease in the magnitude of earnings 

surprises which suggests higher quality information prior to the earning announcement.29 In comparing 

the cross-listed sample to the benchmark sample, it appears that benchmark firms have fewer analysts per 

event but greater forecast dispersion than cross listing firms prior to U.S. listing. Looking at company 

characteristics, it appears that assets, book equity, and market equity increase after a firm cross lists. 

While sales growth decreases once a firm cross-lists, book-to-market, which is often used as a proxy for 

future growth opportunities, does not change significantly. It also appears that benchmark firms are 

smaller, slower growing, more indebted, and have a higher book-to-market suggesting lower growth 

opportunities. 

4.2.2 Tests for endogeneity in decision to cross-list 

Our event study results indicate intriguing differences in earnings responses across pre-listing, 

post-listing, and benchmark samples. However, the comparison of characteristics of the cross-listing and 

                                                 
28 The dispersion variable has little or no meaning when the number of analysts is very small. Empirical work in 
accounting typically generates a missing value for dispersion when the number of analysts for a given event is very 
small.  We follow Kim, Krinsky, and Lee (1997) and compute dispersion only if there are at least 3 analysts for the 
particular firm-event. 
29 Lang, Lins, and Miller (2003) confirm that number of analysts increase after cross-listing, but report that forecast 
errors decline.  However, their sample differs substantially from ours, given that most of their results are based on 
1996 data only and refer only to exchange-listed firms.  
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benchmark samples suggest that the cross-listing firms may not be a random sample of non-U.S. firms 

and that the decision to cross-list is endogenously determined. In the presence of endogeneity, inferences 

obtained using classical statistical approaches may be afflicted by a selection bias problem. In this 

section, we conduct tests to control for potential endogeneity in the decision to cross-list in the U.S.  

The econometric problem faced here is similar to the treatment effects model that considers the 

effect of an endogenously chosen binary treatment (cross-listing, in our case) on another endogenous 

continuous variable, conditional on two sets of independent variables. We follow Greene (1997, Chapter 

20) who derives the maximum likelihood estimator for the treatment effects model. The primary 

regression model of interest is: 

yi = βxi + δzi + εi,         (1) 

where yi corresponds to CABSAR or CABVOL, xi, are exogenous regressors used to explain yi, and zi, is 

a dummy variable that equals one for a cross-listing firm, and zero, otherwise. The binary cross-listing 

decision variable, zi, is assumed to arise from an unobservable latent variable, zi
*, where, 

zi
* = γwi + ui,          (2) 

and where wi are potential determinants of the cross-listing decision. The decision to cross-list is made 

according to the rule: 

zi = 
⎩
⎨
⎧

≤
>

.0,0
,0,1

*

*

i

i

zif
zif

         (3) 

We can estimate (1)-(2) as a system using Heckman’s (1979) two-step estimator. To this end, the 

residuals, εi and ui, are assumed to be bivariate normal with mean zero, with σε and one, as standard 

deviations, respectively, and with a correlation of ρ. Under these assumptions, the expected value of 

CABSAR or CABVOL for a cross-listing firm is, 

E[yi| zi=1] = βxi + δ + ρσελi1,        (4a) 

where λi1 is the “inverse Mills’ ratio” and is computed as φ(γwi)/Φ (γwi) where φ(.) and Φ (.) are the 

density function and cumulative density functions for the standard normal, respectively. The expected 

value of CABSAR or CABVOL for a non-cross-listing firm is, 

E[yi|  zi=0] = βxi +  ρσελi2,        (4b) 
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where λi2 is -φ(γwi)/[1 - Φ (γwi)]. The difference in yi for the cross-listed and non-cross-listed firm is, 

E[yi| zi=1] - E[yi|  zi=0] = δ + ρσεφ(γwi)/[Φ (γwi){1 - Φ (γwi)}],    (4c) 

The direction of the potential bias of the classical estimators for δ in equation (1) above depends on the 

sign of ρ: if ρ is positive (negative), δ will be biased upward (downward). The first step of the Heckman 

procedure is to obtain estimates of γ using a probit model. These consistent estimates can then be used to 

compute values for λi1 and λi2. The second step estimates (1) using ordinary least squares but with an 

additional term, λi, computed as λi1zi+λi2(1-zi), to correct for selection bias, 

yi = βxi + δzi + δkλi + εi,         (5) 

where δk is a new parameter associated with ρσε that captures the sign of the correlation between the error 

terms in (1) and (2). 

Table 6 tests for the impact of selection bias in cross-sectional regressions to explain (over days -

1 to +1) absolute cumulative return residuals, CABSAR, and cumulative average abnormal trading 

volume, CABVOL. The basic specification stacks earnings events of before cross-listing, after cross-

listing, and benchmark firms, differentiating these subsamples with dummy variables. Other qualitative 

explanatory variables are standard control variables based on earnings related variables, country fixed 

effects, and regional fixed effects. 

Panel A presents basic results for CABSAR. Statistically significant negative coefficients on the 

“cross list” dummies and significant positive coefficients on the “Cross-list*POST” interactive terms 

confirm the result in Panel A of Table 4 that the cross-listed firm’s earnings events generally show lower 

CABSAR prior to cross-listing compared to benchmark firms but higher CABSAR after cross-listing. 

These findings are robust to the inclusion of country and region fixed effects (Models 3 and 4). 

Coefficients on the earnings-related control variables are positive, indicating that the change in return 

response after cross listing is typically more dramatic when earnings surprises, forecast dispersion, or 

number of analysts is large. Except for some attenuation of coefficients on the cross-listing dummies, the 

results are robust to two different screens for matching the benchmark sample to the cross-listed sample 

based on several income statement and balance sheet characteristics detailed in the table. The “Loose 

Screen” tests (Models 5 and 6) restrict the benchmark firms to have fundamental values for sales, assets, 
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book equity, market value, sales growth, book-to-market ratio and leverage all within range of the 10th 

and 90th quantiles of such variables for the cross-listing firms. The “Tight Screen” tests (Models 7 and 8) 

require the benchmark firms to have values of those seven variables within the 25th and 75th quantiles of 

the distribution of sample firms. 

 Panel B re-examines the basic specification of Panel A with more formal diagnostic tests for self-

selection bias.  Put another way, we seek to determine if the apparent differences between cross-listed and 

benchmark responses to earnings news (indicated in Panel A and earlier tables) are truly driven by cross-

listing or merely reflect the tendency of certain types of firms to cross-list.  The first test is a standard 

two-equation Heckman model: a probit regression models the propensity to cross-list (equation 2, above) 

while cross-sectional regressions similar to those presented in Panel A include the inverse Mills ratio, λ, 

as an explanatory variable to pick up self-selection bias (equation 5, above).   

 In specifications (9) through (11) of Table 6 for the selection equation, it is evident that the 

likelihood of cross-listing depends strongly and positively on market value and total assets. Specifications 

(10 and (11) also show that growth opportunities, as captured by book-to-market ratios, as well as 

leverage are significantly related to the likelihood of cross-listing. Consistent with previous similar tests 

by Reese and Weisbach (2002) and Doidge, Karolyi and Stulz (2004), larger firms (in terms of market 

value and total assets) are more likely to list as are those with higher growth opportunities (sales growth, 

lower book-to-market ratios). We find sales growth and book-to-market ratio are weaker explanatory 

variables than the size variables. Previous studies have not considered financial leverage, which we find 

to be significantly and negatively related to the likelihood of cross-listing. The second-pass Heckman 

regression estimates of specifications (12) and (13) show that the coefficient for λ, computed from the 

inverse Mills Ratio based on probit specification (11), is indeed strongly significantly positive indicating 

the presence of an upward selection bias toward in the coefficient on “Cross-list” in CABSAR, the 

absolute return reaction to earnings. The magnitude of the negative coefficient on “Cross-list” is smaller 

in absolute magnitude given λ, but it is indeed still significantly negative as in Panel A.  More 

importantly, the significantly positive coefficients on the “Cross-list*POST” interactive terms remain. 

This is confirmed in the alternative 2SLS estimates, (14) and (15), that use the same firm characteristics 

as in the probit specification of model (11) but as instrumental variables. Thus, our finding of larger 
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return responses to earnings events after cross-listing holds up to the potential problem of self-selection 

bias. 

 Panel C and D of Table 6 repeat these tests for abnormal trading volume, CABVOL. In Panel C, 

OLS regressions to explain CABVOL parallel several dimensions of those in Panel A for absolute 

returns. CABVOL is typically lower prior to cross-listing and higher after cross-listing. Unlike CABSAR, 

some sensitivity to the choice of benchmark sample is, in fact, evident as the significance of coefficients 

on “cross list” and “cross list*POST” weakens under the tight and loose screens.  Panel D presents self-

selection bias diagnostics for CABVOL. Mirroring what is reported for CABSAR in Panel B,30 the 

coefficient on λ computed from the inverse Mills ratio has a strongly significant coefficient in the second-

stage Heckman estimates. The significance of the coefficients on “Cross-list” dummy and “Cross-

list*POST” weakens, but the pattern is still there. As was the case for CABSAR, this is confirmed in the 

alternative 2SLS estimates, but in specifications (14) and (15), the significant positive coefficient on 

“Cross-list*POST” disappears. 

 Table 6 confirms that the apparent differences in earnings responses across the before, after, and 

benchmark samples are not explained away by a self-selection bias measured by a variety of firm and 

country characteristics. Of course, our analysis is limited by the particular proxy variables that we choose 

to guide the selection bias. But, in fact, we show there is some sensitivity in the results for CABSAR and 

CABVOL to the selection-bias correction, which suggests that our approach is useful to some extent.  

Overall, our intriguing findings are robust to the endogeneity of the cross-listing decision.  In the next 

sub-section, we try to decompose these significant changes in CABSAR and CABVOL into components 

related to various firm-level and country-specific attributes. 

 4.2.3 More detailed cross-sectional regression results 

Table 7 presents estimates of cross-sectional regressions to explain cumulative absolute abnormal 

returns, CABSAR (Panel A), and cumulative abnormal volume, CABVOL (Panel B).  The specifications 

include indexes of accounting standards and anti-director rights, accounting related control variables, 

                                                 
30 Note that the probit regressions reported in Panels B and D are not identical as missing values cause the CABSAR 
and CABVOL sample sizes to differ. By using a loose definition of CABVOL (at least one non-missing element 
among the –1, 0, and +1 residuals constitute a non-missing value), we can increase the number of observations but, 
across all our tables, results are virtually identical. 
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home country GDP per capita (in current U.S.$), the “cross list*POST” dummy, dummy variables for 

listing type, and interactive terms that combine these variables plus the “cross list*POST.” White 

heteroscedasticity-consistent t-statistics are reported along with adjusted R-squared. Because the previous 

regressions of Table 6 disentangled cross-listing effects from selection-bias effects, we exclude the 

benchmark firms from these new results, concentrating exclusively on the before-listing versus after -

listing earnings responses of the cross-listing sample firms only.  

The simplest specification, (1), confirms our most important previous finding: the coefficient 

estimate for “Cross-list*POST” indicates a statistically significant increase in abnormal returns of 0.63 

percent (t-statistic of 4.58) after U.S. listing. Specification (2) inserts the Accounting Standards variable 

(AS) and its post-listing interactive, AS*POST. The explanatory power of the “cross listing*POST” is 

now subsumed by the AS*POST variable suggesting that the large increase in absolute return responses 

to earnings is concentrated in the firms from home countries with higher quality information 

environments.  This is surprising in the same way that our developed-market dummy variable in Table 4 

was significant. Our central hypothesis was that the strongest change in volatility reactions upon listing 

would be realized by those firms domiciled in less developed countries with weaker accounting standards 

for which the incremental disclosure requirements would be most stringent. In specification (3), “cross 

list*POST” is replaced by the three listing type dummy variables (Rule 144a issues, OTC and exchange-

listing) which confirms again the surprising finding that the increase in volatility reactions to earnings 

news is concentrated in the private placement issues and OTC listings which are associated with little 

incremental disclosure requirements. Specification (4) shows, however, that high-quality home country 

disclosure environment, “AS*POST,” subsumes the three listing type dummies.  

Specifications (5) and (6) introduces several traditional control variables (the scale of the earnings 

surprise, the dispersion of earnings forecasts, the number of analysts following the firm, a dummy for 

positive earnings surprises, and their interactions with POST).  CABSAR is positively related to the size 

and sign of the earnings surprise, although the coefficients for the POST interactions suggest that these 

associations decline significantly after listing. However, these variables do not subsume the significantly 

positive slope coefficient on the “cross listing*POST” term. This extended specification is important as it 

indicates that the change in CABSAR around the U.S. listing does not just stem from the fact that there is 
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more earnings-related news (ESURP), more analysts, or greater dispersion in analysts forecasts (Table 5), 

but also that the capital market reaction to that news has changed.  It appears that the factor driving the 

change in volatility reactions to the earnings announcements after cross-listing is uncorrelated with the 

earnings news. 

In specification (7), once again, we observe that the power of “cross listing*POST” is subsumed 

by AS*POST, but now after controlling for these earnings-news related variables. In (8), the earnings-

related control variables cannot subsume the power of the listing type dummy variables, just as they were 

not able to subsume the power of “cross list*POST.” Finally, specifications (9), (10), and (11) check 

whether the accounting standards measure of the home country environment is robust to two other proxies 

for the home country environment. The anti-director rights index (AD) captures the legal protections for 

minority shareholders and GDP per capita is a measure of economic development; both variables are 

likely to be correlated with the quality of the accounting standards (AS). On balance, the POST 

interaction of the AD variable does not subsume that of the accounting standards, such that “AD*POST” 

is actually negative, though insignificant. The POST interaction with GDP per capita is significant and 

positive and though it weakens that associated with AS, the latter is still marginally significant. We 

interpret these as complementary effects of the change.  

The key results in Panel A can be summarized as follows. First, the patterns in return volatility 

increases after listing are robust to the inclusion of accounting-related control variables. So, the anomaly 

that cross-listing in the U.S. increases return volatility persists. Second, it appears that the phenomenon of 

increased market responses to earnings news after cross listing is concentrated in countries with higher 

disclosure standards and economic development. This reinforces our earlier, seemingly counter-intuitive, 

findings that to now reject our central hypotheses. 

 Table 7, Panel B presents similar cross-sectional results to explain abnormal trading volume, 

CABVOL, in a format similar to Panel A for CABSAR. In the simplest specification, (1), the coefficient 

on the “Cross-list*Post” dummy indicates that, on average, cumulative abnormal trading volume 

increases by 34.98 percent (t-statistic of 1.82) after U.S. listing.  Now, however, the introduction of the 

accounting standard variables, AS and AS*POST, appear to have no impact while the coefficients on the 

listing type dummies suggest that CABVOL responses are largest for OTC listings. Accounting-related 
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control variables are introduced starting with specification (5).  In contrast with what was found for 

CABSAR, CABVOL shows only marginally significant associations with the dispersion variables. In 

particular, the impact of dispersion is reduced in the post listing period. Starting with specification (9), 

competition between the AS, AD, and GDP measures of home environment offers little or no explanatory 

power. On balance, the CABVOL results are weaker than the corresponding results for CABSAR.31 

 

5. Evaluating Alternative Hypotheses 

In Section 2, we proposed two key hypotheses that derive from the accounting and finance 

literature on capital market reactions to public announcements, such as for annual earnings, and 

extensions of those hypotheses based on research from the literature on international cross-listings. Our 

special focus was on the increased disclosure that firms face when they list their shares on U.S. markets. 

We first offered that the absolute volatility reaction to earnings announcements should diminish after 

firms list in the U.S. due to the higher quality and precision of the pre-disclosure prior information and 

the lower costs of information acquisition we would expect in the U.S. market environment. We also 

proposed that this decreased volatility reaction would be greatest for firms that come from less-developed 

economies, those with weaker accounting standards, and those that pursue an exchange listing because 

these firms would experience the most dramatic increase in disclosure associated with the listing event.  

In Section 4, we found that the absolute abnormal return reactions to earnings announcements 

actually increased after U.S. listings. Moreover, this increase was robust even after controlling for 

variables associated with the magnitude of the information event, such as the earnings surprise (including 

an asymmetric effect), the number of analysts following the stock, and the dispersions in their earnings 

forecasts. We were also able to confirm that our findings did not stem from a sample endogeneity 

problem; even though the non-U.S. firms pursuing U.S. cross-listings are a special type of firm from the 

home country (larger, more profitable, less indebted), the increase in absolute abnormal return reactions 

to earnings following the listing could not be attributed to that fact. Most surprisingly, we found that this 

                                                 
31 Note that return and volume responses may be driven by different firm and event-related factors and need not be 
correlated. See, for example, Kandel and Pearson (1995) and He and Wang (1995). 
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volatility increase was greatest for those firms from developed environments and those that face only 

incremental disclosure requirements by means of Rule 144a private placement and OTC listings.   

 We also offered hypotheses about abnormal trading volume reactions around earnings 

announcements. We expected that they are positively associated with the dispersion of beliefs and 

asymmetry of private information among investors. So, if we observe higher (lower) abnormal trading 

volume reactions around earnings following a U.S. listing, this outcome could be associated with greater 

(lesser) information asymmetry or dispersion of beliefs among investors. Further, we proposed that this 

change (in whichever direction) following listing should be more dramatic for those firms from less-

developed markets, those with weaker accounting standards, and those that pursue exchange listings that 

require a major increase in disclosure requirements. Our findings in Section 4 on the change in volume 

reactions are weaker than that on the change in volatility reactions. Overall, the volume reactions are 

larger following U.S. listing. This may imply greater dispersion of beliefs and greater information 

asymmetry among investors. Given that it is primarily associated with firms originating in higher-quality 

disclosure and legal environments, it may also represent greater confidence in earnings releases that are 

less likely to be obscured by earnings management. 

 Section 2 introduced two specific alternative hypotheses. One (Hypothesis 3) proposed that, since 

non-U.S. firms typically utilize U.S. cross-listings as a means to attract U.S. investors, the resulting 

changes in shareownership might explain why we observe an unexpected increase volume and volatility 

reactions to earnings following the listing. Another competing hypothesis (Hypothesis 4) argued that the 

pursuit of a more liquid trading environment is an important priority for many non-U.S. firms and the 

increased volatility and volume reactions around earnings may simply be manifestations of increased 

attractiveness of the stock’s trading environment for liquidity-based traders rather than an outcome of 

increased disclosure activity. We test these alternatives and others in this section. 

5.1 Changing Composition of Ownership 

The significantly higher volatility reaction to earnings announcement following a U.S. listing 

might arise because of a greater, not smaller, dispersion of beliefs or asymmetry of private information in 

the U.S. trading environment. We know that institutional investors own a substantial fraction of the shares 
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of internationally cross-listed stocks and especially ADRs.32 Moreover, Utama and Cready (1997) have 

shown that ownership structure, as indicated by the percentage of outstanding shares held by institutional 

investors, is positively associated with trading volume reactions around earnings announcement dates. 

They associate this institutional participation with cross-investor variation in the precision of private 

information. Furthermore, Hotchkiss and Strickland (2003) find that market responses to negative 

earnings announcements depend in part on ownership structure.  

The greater dispersion of beliefs or information asymmetry may also stem from the much more 

geographically diverse investor base that arises from U.S. listings (Doidge, 2003). There have been a 

number of studies that show that foreign investors have an informational disadvantage and these have 

been used to explain phenomena associated with cross-border equity and bond flows, the home bias 

puzzle, and even international financial contagion.33 More recent studies, in contrast, suggest that foreign 

institutional investors have superior information because of access to international expertise and talent 

and considerable local resources (Grinblatt and Keloharju, 2000; Seasholes, 2000; Choe, Kho and Stulz, 

2004). Seasholes, in particular, shows that foreign investors buy (sell) ahead of good (bad) earnings 

announcements in Taiwan while local investors do the opposite. Tribukait (2003) uncovers significant 

pre-announcement drift in stock prices around earnings announcements that declines upon cross-listing, 

especially for firms from countries with weaker investor protections at home; he interprets this result as 

an informational advantage for local investors (especially, insiders) which is neutralized upon listing in 

the U.S. Whichever way the asymmetry lies, there is strong evidence that it exists.   

A useful extension of the current experiment is to study the composition of the ownership base of 

these cross-listing firms among institutional/retail and foreign/local investors and to test whether this is 

related to the abnormal volatility and volume reactions around earnings. To this end, we compute two 

variables to proxy for ownership composition. One measures U.S. institutional holdings of cross-listed 

shares as a fraction of shares outstanding from SEC 13-F filings tabulated by SDA Spectrum, a Thomson 

                                                 
32 See Citibank Report (July 2001) by Michael Chafkin on “U.S. Investment in Non-U.S. Equities” 
http://wwss.citissb.com/adr/www/adr_info/chaf.pdf.  More recent research studies include Edison and Warnock 
(2004), Lins and Warnock (2004) and Bradshaw, Bushee and Miller (2004).  
33 See French and Poterba (1991), Cooper and Kaplanis (1995), Tesar and Werner (1995), Brennan and Cao (1997), 
and Kang and Stulz (1997). 
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Financial data product. The data is computed as at the end of the quarter that contains the earnings 

announcement of interest.34 The second measure computes the fraction of trading in the U.S. relative to 

total trading volume in both U.S. and home markets in the pre-announcement period for the earnings date. 

This alternate proxy has the advantage that it includes activity by retail as well as institutional traders in 

the stock, although it does not reveal the extent to which home-market investors also trade in the U.S. 

market. We obtain from Datastream International not only the trading volume in the home market during 

the pre-announcement period (days -200 to -11), but also in the U.S. market. For ADRs, the latter is 

adjusted by the prevailing ratio of home-market shares relative to ADRs at the time of the earnings 

announcement. Obviously, the latter measure is only available for those earnings announcements in the 

post-listing period during which U.S. trading exists. There is no such constraint for the institutional 

ownership proxy, but in practice U.S. institutional investors rarely report by way of SEC 13F filings on 

holdings of non-U.S. securities that do not trade in the U.S.  

Table 8 presents summary statistics on these two firm-level attributes. The first measure, denoted 

“13F ownership,” averages 2.4 percent across the 1,093 observations for which the data is available. 

Interestingly, it is considerably smaller (0.6 percent) among the 318 emerging-market firms’ earnings 

announcement quarters that those among the 775 developed-market firms (3.2 percent). The U.S. fraction 

of trading volume averages only 6.6 percent in the quarters for which data is available, a result that is 

consistent with new empirical studies of this phenomenon (Baruch, Karolyi and Lemmon, 2004; Halling, 

Pagano, Randl and Zechner, 2004). For this measure, however, emerging-market firms achieve a higher 

average (9.4 percent) than developed-market firms (5.5 percent). 

 Table 9 presents a number of additional regressions for CABSAR (Panel A) and CABVOL (Panel 

B) using these two and other measures. The results offer no support for the ownership hypothesis. 

Specification (1) once again presents our basic finding from Table 7 that CABSAR is statistically 

significant following the U.S. listing (“Cross-list*POST” is significant and positive), though for a much 

smaller cross-sectional sample of 1,307 earnings announcements for which our new variables are 

                                                 
34 We also computed a yearly average measure of U.S. institutional ownership for the four quarters corresponding to 
the year that contained the earnings announcement and found for our sample of firms that the correlation was 0.95, 
so we report only the results using end-of-quarter holdings. 
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available. Interestingly, in Panel B, for CABVOL, there is no significant increase upon cross-listing for 

this constrained sample. Specification (3) introduces the “13-F ownership” variable for CABSAR and it is 

negative, though not significant; for CABVOL, in Panel B, it is also insignificant. We cannot infer that 

the capital market reactions to earnings change upon listing any differently for those firms that have 

attracted a greater U.S. institutional ownership relative to those that have not. The coefficient associated 

with the “U.S. fraction of trading volume” variable fares no better; they are insignificant in specification 

(4) in both panels. It appears that the geographic distribution of trading does not explain the changes in 

capital market reactions upon listing. At the same time, neither extended specification subsumes the basic 

CABSAR and CABVOL effects. 

 These weak results do not necessarily lead us to reject this alternative hypothesis about changing 

ownership composition driving the increased volume and volatility reactions to earnings upon U.S. cross-

listing. There are obvious sample constraints that limit our analysis. In addition, it may reflect the limited 

power of our tests as changes in ownership are known to be correlated with the increased disclosure 

associated with conformity to U.S. GAAP (Bradshaw, Bushee and Miller, 2004), which is, after all, our 

maintained hypothesis.  

5.2 Improvement in Liquidity 

 In Section 2, we proposed the alternative hypothesis that a more liquid environment for the newly 

cross-listed stocks in the U.S. can explain the increases in volume and volatility reactions to earnings. Part 

of the enhanced liquidity may stem from the greater attraction of relatively uninformed liquidity investors 

to the stock as the improved information environment reduces their risks from transacting with investors 

who have superior information. The larger pool of liquidity investors should, in turn, increase the interest 

of informed investors. Together, these forces can lead to greater asymmetry of information and increased 

trading volume and volatility around earnings announcements.  

In order to test this alternative hypothesis, we need to be able to observe changes in the 

composition of types of traders, which are not available. As a proxy, we choose to construct a measure of 

illiquidity, based on Amihud (2002), using the average of the daily ratio of the absolute return to its 

trading volume using the pre-announcement period (from days -200 to -11). Our rationale is that those 

firms that are most illiquid before an announcement, whether taking place before or after the U.S. listing, 
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are likely to have attracted relatively fewer of these liquidity traders, and, if this is so, earnings 

announcements would be expected to lead to an even larger increase in volume and volatility reactions. 

Our goal then is to ascertain whether the changes in volume and volatility reactions to earnings stems 

from the U.S. cross-listing or whether it is just a manifestation of changes in the trading environment that 

occur because of the U.S. cross-listing. 

Table 8 presents the summary statistics on Amihud’s illiquidity measure for the sample of firms 

for which sufficient data is available. On average, across all firms, the ratio is 0.232, which is close to, 

though smaller than, the measure for all U.S. stocks in Amihud (2002, Table 1) of 0.337. We find that the 

illiquidity ratio is higher for emerging markets (0.699) than developed markets (0.101) and that is 

consistent with an interpretation that a larger price impact is associated with a trade of a given magnitude 

in less liquid markets.  

 Table 9 includes specification (2) for both CABSAR (Panel A) and CABVOL (Panel B) that 

allows “Illiquidity” to interact with the POST dummy variable and the constant (since this measure is also 

available before U.S. cross-listings). We find some surprising interactions. In specification (2), firms with 

greater illiquidity have significantly higher CABSAR values before U.S. listings as indicated by a 

significant coefficient of 0.0097 (t-statistic of 3.89). The increase in CABSAR is, however, is smaller for 

these illiquid firms following the U.S. cross-listing; the coefficient on “Illiquidity*POST” is a significant 

and negative -0.0070 (t-statistic of -2.61). Most importantly, we show that the coefficient on “Cross-

list*POST” is not subsumed by this liquidity effect, but is even larger than in the basic specification (1). 

The parallel specification in Panel B reveals no such similar result for CABVOL. 

 What we can conclude from this investigation is that there is some support for the alternative 

explanation that the changes in the trading environment for the cross-listing firms do play a role in the 

CABSAR effects that we have uncovered. However, the direction of the effect is not necessarily what we 

expected. The increases in CABSAR are concentrated in those firms that were more liquid before the 

listing; those less liquid before the U.S. listing had already experienced large volatility reactions to 

earnings. This evidence is somewhat consistent with existing research in that increased disclosure 

associated with these U.S. listings is associated with an increase in liquidity, in general (Healy and 

Palepu, 2001). But it is still puzzling that the greatest increases in CABSAR obtain for the most liquid 
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firms who are, in turn, likely to be the larger firms from better developed capital markets with better 

accounting standards. One remaining possibility is that the changes in disclosure activity do not arise 

simply from the differences in accounting standards in the home country relative to those of U.S. GAAP 

or from the choices implied by the listing vehicle (Rule 144a issue, OTC or exchange listing), but instead 

from actions taken by the firm even after the U.S. listing. We explore these questions in the next section.    

 5.3 Additional Evidence on Increased Disclosure  

 In this section, we investigate whether there are unique firm-level choices on the extent to which 

they disclose financial statement information following a U.S. listing that is not necessarily mandated by 

the exchange on which it chooses to list. For example, it may be that a firm that chooses to access the 

U.S. markets by way of a Rule 144a private placement or OTC listing requiring little or no conformity or 

reconciliation to U.S. GAAP nevertheless chooses to do so because it anticipates a subsequent upgrade to 

an exchange listing at some later point. A contrary example might be a firm that chose to list its shares for 

trading on the NYSE or Nasdaq, but, in anticipation of doing so, it had chosen to present its financial 

statements in accordance with IAS in the years before the U.S. listing. Moreover, even after listing on the 

NYSE or Nasdaq, the firm may choose to disclose more information than that mandated by U.S. GAAP 

in order to establish a stronger “bonding” with public investors (Doidge, Karolyi and Stulz, 2004). Each 

of these examples would complicate the tests we have conducted to now.  

 To investigate the role of incremental disclosure activity, we obtain data on firm-level disclosures 

from the Standard and Poor’s Transparency and Disclosure Rankings (Patel, Balic and Bwakira, 2002).  

The S&P ratings cover both developed and emerging economies with a number of indicators of firm 

governance and disclosure practices, including categories related to managerial incentives, timely and 

accurate disclosures, board independence, board accountability, enforcement and management 

accountability, minority shareholder protection, and social responsibility.  The sample provided to us by 

Standard and Poor’s in April 2003 covers 901 firms from 40 countries based on reports compiled during 

2000 and 2001. S&P compiles the ratings by examining firms’ annual reports and standard regulatory 

filings for disclosure of 98 items, divided into three sections: financial transparency and information 

disclosure (35 items), board and management structure and process (35 items), and ownership structure 

and investor relations (28 items). S&P uses a binary scoring system in which one point is awarded if a 
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particular item is disclosed. These data have been used in several recent studies of corporate governance 

by Durnev and Kim (2004) and Klapper and Love (2004).  

We construct several proxies from components of this data. “Firm Disclosure Score” is the 

composite index score of the 35 different individual firm disclosure practices in the survey, including, 

among others, whether the company provides quarterly reports, reports segment results, produces 

consolidated financial statements, provides output or earnings forecasts, or discusses industry-specific 

ratios in its management discussion and analysis. “IASGAAP” is a dummy variable set to one if the firm 

reports any of its balance sheet, income, or cash-flow statements according to IAS in addition to domestic 

accounting standards. Finally, “Reconciliation” is a dummy set to one if the company reports a 

reconciliation of its domestic accounting standards to IAS or U.S. GAAP. Though available for a large 

cross-section of our cross-listing firms, an important limitation of this survey data is that it is available 

only for one year (2000), so it is difficult to identify when the firms with higher disclosure scores decided 

to take these actions. We do know that many of our cross-listings will have taken place before this date, 

so the cross-sectional variation in their scores could capture at least some of the increases in CABSAR or 

CABVOL around the listing date.  

From Table 1, we show that raising equity capital by way of a public issue (Level III ADR or 

equivalent) requires additional disclosure of an SEC F-1 filing (prospectus) for a public offering and F-2 

or F-3 filings for subsequent offerings. Many of these offerings are often accompanied by a road-show 

with investment bankers, depositary banks, investor relations consulting, accounting, and legal firms in 

tow. To the extent that this represents an increase in disclosure activity relative to straight U.S. cross-

listings (Level II ADR or equivalent) is debatable, but we construct a dummy variable equal to one if an 

issuer raises funds (publicly or privately by means of a Rule 144a issue) at the time or following its U.S. 

cross-listing. Our data source is Citibank’s Universal Capital-Raising Database (www.citibank.com/adr).  

Table 8 provides summary statistics on each of these four new firm-level disclosure variables in 

Panel B.  The average “Firm Disclosure Score” is 63.8 across the 525 firms that intersect the coverage of 

our cross-listing sample and the S&P database.  Developed-market firms (67.7) have significantly higher 

scores than those of emerging-market firms (51.8) and firms cross-listing on the NYSE or Nasdaq (around 

65.0) have much higher scores than Rule 144a issues (49.6) About 33 percent of the sample of 525 firms 
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for which a score on “IASGAAP” is recorded have an IASGAAP score of one, and this stems exclusively 

from the developed-market firms (43.8 percent). The S&P count of firms harmonizing with IAS of 173 

(43.8 percent of 395 firms) exceeds somewhat the count of 135 in Blanco and Osma (2004), which, in 

turn, does include about 11 emerging-market firms. S&P also indicates that 28.3 percent of 382 firms for 

which a score is recorded on “Reconciliation;” it is also a much higher likelihood of occurrence among 

developed-market firms. Finally, only 6.5 percent of our firms are associated with a public-capital raising 

and it is more likely for a firm from an emerging market (11.0 percent).  

Specifications (5) through (11) of Table 9 present the results of simple regressions of CABSAR 

(Panel A) and CABVOL (Panel B) on the firm-level disclosure indicators. In specification (5), we simply 

include the “IASGAAP” dummy variable without any interactions with “Cross-list*POST” in order to 

determine whether firms that indicate some harmonization with IAS that may have taken place before the 

U.S. cross-listing (though it is only recorded by S&P in 2000) would experience a more limited increase 

in CABSAR or CABVOL around a U.S. cross-listing. We show that this is not the case, as the coefficient 

on “IASGAAP” is insignificant in both panels. More interestingly, specification (6) introduces an 

interaction of “IASGAAP” with “Cross-list*POST” which shows that the increase in CABSAR for IAS-

reporting firms following U.S. listing is, in fact, significant (coefficient 0.0087, t-statistic of 1.73), though 

it does not completely subsume “Cross-list*POST” (coefficient of 0.0047, t-statistic of 1.74). This finding 

suggests that, in spite of IAS harmonization that may have taken place before or after the listing, the U.S. 

cross-listing effect still impacts the volatility around earnings announcements. No such similar effects 

arise for CABVOL. Specifications (7) and (8) provide evidence on the incremental impact of 

“Reconciliation” for the cross-listing effect on CABSAR and CABVOL, but all of these interactions are 

negligible. The overall “Firm Disclosure Score” from S&P does show a statistically significant interaction 

with “Cross-list*POST” in specification (10) for CABSAR, which again indicates that part of the cross-

listing effect may be associated with the increased disclosure activity of these firms after they listed in the 

U.S. In fact, the significance of “Cross-list*POST” itself disappears in this specification. Finally, the 

“Capital-raising” dummy variable has no explanatory power in either CABSAR or CABVOL regressions. 

 While the limitations of the smaller sample sizes available for the firm-level disclosure variables 

must be kept in mind, it does appear that part of the CABSAR effect around U.S. cross-listings may be 
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driven by the extent of disclosure activity of the individual firm: more effort to disclose financial 

information yields higher CABSAR responses to earnings releases. These diagnostic results, particularly 

for CABSAR, help sharpen our understanding of seemingly anomalous findings that responses to 

earnings releases may be strongest for cross-listed firms from developed, rather than emerging, market 

environments, and for firms that adopt U.S. listing vehicles that require less disclosure. A higher-quality 

disclosure environment may yield more informative earnings releases that evoke a larger CABSAR 

response, perhaps because the information contained in the releases is more credible or induces more pre-

announcement information gathering and processing. Furthermore, the effect is not driven exclusively by 

the quality of the home country disclosure environment but also depends on the disclosure activity elected 

by the individual firms.  

          

6. Conclusions  
 
 We present empirical evidence that absolute abnormal returns and abnormal trading volume 

around earnings announcements by non-U.S. companies are economically and statistically larger once 

they list their shares on U.S. markets.  Our analysis consists of 2,503 earnings announcements for 387 

non-U.S. companies from over 40 emerging and developed countries that listed shares in the U.S., and a 

benchmark sample of 43,634 earnings announcements from another 7,002 firms that never listed 

overseas. These findings are surprising, given that the increased disclosure standards and requirements 

these firms face by listing in the U.S. should have created a richer information environment with higher 

quality (more precise) prior information, lower information acquisition costs, and possibly lower 

disagreement or information asymmetry among investors. We further show that the increase in absolute 

abnormal returns and trading volume is concentrated in those firms from more developed environments 

and those firms that pursue U.S. listings by means of Rule 144a private placements and OTC listings, 

which require only incremental disclosure relative to their home markets.  

 The results are robust to a number of specifications. We control for such accounting-related 

variables as the magnitude of the earnings surprise (using earnings forecasts by analysts) and the increase 

in the number of analysts following the stocks. The absolute abnormal returns and abnormal trading 

volume are cumulated over different length windows around the earnings announcements. We also 
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control for potential endogeneity of the sample of cross-listing firms by modeling a potential selection 

bias relative to the broader sample of firms which never cross-listed shares in the U.S. The results are not 

an artifact of U.S. listings or earnings announcements in a particular year or of firms from a particular 

region, sector or industry. 

 We test two specific alternative interpretations of these findings with only limited success. One 

possibility is that the U.S. listing significantly alters the composition of the ownership mix among 

institutional/individual and local/foreign investors, which creates substantially greater dispersion in the 

prior private information or interpretations of the earnings information. To test this alternative hypothesis, 

we collect data on U.S. institutional holdings and U.S.-based trading activity in these firms around the 

cross-listings and find no evidence that those firms that attracted a larger U.S. investor following 

experienced any different changes in the capital market reactions to their earnings announcements after 

the U.S. listing. Another possibility is that the increased volume and volatility reactions to earnings 

announcements after a U.S. listing may arise because of the increased liquidity in the stock’s trading 

environment rather that any consequence of increased disclosure requirements. We construct measures of 

illiquidity in the pre- and post-listing environment of these firms around their earnings announcements 

and find some evidence to support this alternative. However, it is the more liquid firms that experienced 

the increased volume and volatility reactions to earnings upon listing in the U.S.; this is contrary to our 

expectation as these more liquid firms are more likely to come from developed markets with better 

accounting standards and better functioning capital markets in the first place. 

To lend some additional credence to the central hypothesis that increased disclosure is associated 

with these changes in capital market reactions to earnings news around U.S. cross-listings, we obtain 

additional firm-level disclosure data from Standard and Poor’s Transparency and Disclosure Rankings, a 

survey of governance and disclosure practices encompassing many of our cross-listing firms. Our results, 

while weak due to the limited power of our sample size, are consistent with the hypothesis that increased 

disclosure activity, likely stemming from actions taken by individual firms in the post-listing 

environment, are positively associated with even greater volatility and volume reactions to earnings news. 

We recognize that these interpretations, though supported to varying degrees by our findings, remain 

mostly conjectures. We invite alternative explanations and further empirical investigations of this issue.  
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Table 1. Depositary Receipt Programs by Type. Four different levels of American Depositary Receipt 
programs are available with various conditions on trading, registration requirements with the SEC 
(Securities Act of 1933) and reporting requirements (Securities and Exchange Act of 1934). More details 
are available from Bank of New York (www.bankofny.com), JP Morgan (www.adr.com) and Citibank 
(wwss.citissb.com/adr/www). 
 

Item No Capital Raising Capital Raising with New Issue 
 
 

 
Level-I 

 
Level-II 

 
Level-III 

 
Rule 144a  

 
Global Offering

 
Description 

 
Unlisted  

 
Listed on Major 
U.S. Exchange 

 
Offered and 
Listed on 
Major U.S. 
Exchange 

 
Private U.S. 
Placement to 
Qualified 
Institutional 
Buyers (QIBs) 

 
Offer of in two 
or more markets; 
but not home 
market of issuer 
 

Trading 
Location 

OTC Pink Sheet 
trading 

NYSE, AMEX or 
Nasdaq 

NYSE, AMEX 
or Nasdaq 

U.S. Private 
Placement 
Market using 
PORTAL  
 

U.S. and  
Non-U.S. 
Exchanges 

SEC Registration Registration  
Statement Form 
F-6 

Registration 
Statement Form 
F-6 

Form F-1 and  
F-6 for initial 
public offering
 

None Private 
placement,  
as Rule144a  
or, new issue,  
as Level III 
 

U.S. Reporting 
Required 
 
 
 
 
 

Exemption under 
Rule 12g3-2(b) 
 
 
 
 

Form 20-F filed 
annually 
 
 
 
 
 
 

Form 20-F 
filed annually; 
short forms  
F-2 and F-3 
used only for 
subsequent 
offerings 
 

Exemption  
under Rule 
12g3-2(b) 
 
 

Private 
placement,  
as Rule144a  
or, new issue,  
as Level III 
 
 
 

GAAP 
Requirement 
 

No GAAP 
reconciliation 
Required 

Only Partial 
reconciliation for 
financials 

Full GAAP 
reconciliation 
for financials 

No GAAP 
reconciliation 
required 

Private 
placement,  
as Rule144a  
or, new issue,  
as Level III 
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Table 2. Descriptive Statistics.  This table describes the number of non-U.S. firms listing in the U.S. in our sample 
(classified by country of origin, by type of listing, by market and by country level measures of accounting standards, AS, 
and anti-director rights, AD), the number of earning announcement events available before and after listing, and similar 
information for a benchmark sample of non U.S. firms that did not list in the U.S. A benchmark sample of firms that have 
not cross-listed their shares in the U.S. is constructed from the IBES and Datastream International databases. The country-
level measures for accounting standards and anti-director rights are both from La Porta, Lopez-de-Silanes, Shleifer and 
Vishny (1998). The AD measure is missing for 11 companies from China, Czech Republic, Hungary, Luxembourg, 
Poland and Russia. For these countries and Indonesia and Pakistan, the AS measure is also missing for 16 companies. 
Information on ADRs comes from Bank of New York’s complete DR Directory (www.adrbny.com) and information on 
firms from Canada and Israel that list their shares directly on the NYSE or Nasdaq is obtained from the exchanges’ web 
sites. The National Quotation Bureau’s Pink Sheets are used to identify Canadian firms that are directly listed on the OTC 
market. These compiled lists are from Doidge, Karolyi and Stulz (2004). * denotes a country designated as an emerging 
market by Standard and Poor’s Emerging Market Database. 
 

  
ADR 
Firms 

Non-
ADR 
Firms 

Before 
Listing 
Events 

After 
Listing 
Events 

Non-
ADR 
Events 

  
ADR 
Firms 

Non-
ADR 
Firms 

Before 
Listing 
Events 

After 
Listing 
Events 

Non-
ADR 
Events 

By Country       
Argentina*  5 27 8 20 176 Korea*  12 194 43 47 1449 
Australia  17 138 37 68 846 Malaysia*  4 252 10 13 1400 
Austria  7 57 19 17 420 Mexico*  9 35 21 21 203 
Belgium  3 75 16 14 569 Netherlands  7 120 16 29 1102 
Brazil* 20 89 50 62 512 New Zealand  0 33 0 0 270 
Canada  36 288 109 134 1739 Norway  5 110 18 24 497 
Chile*  9 57 19 33 352 Pakistan*  0 42 0 0 197 
China*  3 0 6 5 0 Peru*  2 14 2 6 55 
Colombia*  3 11 4 8 57 Philippines*  4 68 5 19 412 
Denmark  1 147 2 6 822 Poland*  2 0 2 2 0 
Finland  3 71 10 10 424 Portugal*  1 53 2 3 301 
France  10 419 29 52 2230 Russia* 2 0 2 2 0 
Germany  13 361 53 44 2453 Singapore  12 158 33 42 1066 
Greece*  2 130 7 7 771 South Africa*  12 113 48 38 668 
Hong Kong  45 202 159 164 1099 Spain  2 84 12 20 734 
Hungary*  4 0 7 7 0 Sweden  4 135 5 10 930 
India*  28 103 46 86 461 Switzerland  7 117 25 30 1122 
Indonesia*  1 111 2 1 617 Taiwan*  19 165 54 64 1299 
Ireland  3 45 15 8 352 Thailand*  2 221 2 2 1495 
Israel*  2 11 3 5 37 Turkey*  3 61 6 6 465 
Italy  4 141 16 12 1165 UK  40 1140 155 136 7190 
Japan  19 1400 74 74 7658 Venezuela* 0 4 0 0 19 
      Total 387 7002 1151 1352 43634 
            
By Accounting Standards By Anti-Director Rights Index 
missing 15 198 34 25 1166 missing 11 0 17 16 0 
AS ≤ 60 89 641 184 269 3792 AD = 0 3 75 16 14 569 
60 < AS ≤ 65  88 2987 296 336 19195 AD = 1 26 541 90 77 3840 
65 < AS ≤ 70 74 884 261 284 5389 AD = 2  42 1158 122 145 8263 
70 < AS ≤ 75 58 536 164 226 3082 AD = 3 64 968 159 220 5845 
75 > AS 63 1756 212 212 11856 AD = 4 67 2247 206 270 12999 
Total 387 7002 1151 1352 43634 AD ≥ 5 174 2013 541 610 12118 
      Total 387 7002 1151 1352 43634 
  
By Listing Type/Exchange By Market 
Rule 144a 90  224 283  Emerging 148 1708 347 454 10645 
OTC 195  623 702  Developed 239 5294 804 898 32989 
Nasdaq 26  70 87  Total 387 7002 1151 1352 43634 
NYSE 76  234 280        
Total 387  1151 1352        
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Table 3.  Absolute Abnormal Returns and Abnormal Trading Volume around Earnings Announcement Dates 
Before and After Cross-Listing. We report absolute abnormal returns and abnormal volumes around earning 
announcements both before and after cross-listing in the U.S as well as for a benchmark sample. Abnormal returns are 
residuals from the one-factor OLS market model. Abnormal volumes are residuals from a “volume market model” (Tkac 
1999). In both cases, the estimation window uses days (-200, -11). Residuals have been winsorized, by day, at the 1% 
and 99% level. Corrado's (1989) nonparametric rank test is computed to test for significance. ** and * indicate 5% and 
10% significance respectively. We also test whether return volatility and abnormal volume are significantly different 
before and after cross-listing and whether ADR and benchmark sample residuals differ. Wilcoxon two-sample 
nonparametric tests (“W-test”) and ordinary T-tests (“T-test”) are computed and reported below.  
 
Panel A: Absolute Abnormal Returns around Earnings Announcement Date 
 

 Before Listing After Listing Benchmark Before – After Before – Benchmark After - Benchmark 
Day Mean Median  Mean Median  Mean Median T-test  W-test T-test  W-test  T-test  W-test

-10 0.0140 0.0089  0.0137 0.0086  0.0142 0.0076  0.49  -0.11    -0.39  3.10 ** -1.18  3.64 ** 

-9 0.0138 0.0087  0.0136 0.0089  0.0142 0.0077  0.44  -0.65    -0.75  2.57 ** -1.53  3.76 ** 

-8 0.0129 0.0082  0.0138 0.0085  0.0140 0.0076  -1.44  -1.28    -2.61 ** 1.09    -0.64  2.93 ** 

-7 0.0126 0.0073 * 0.0143 0.0090  0.0141 0.0077  -2.69 ** -3.77 ** -3.28 ** -0.22    0.37  4.61 ** 

-6 0.0137 0.0090  0.0146 0.0095  0.0143 0.0078  -1.46  -1.82 * -1.43  2.73 ** 0.57  5.30 ** 

-5 0.0137 0.0080  0.0150 0.0099  0.0143 0.0078  -2.11 ** -3.23 ** -1.23  1.20    1.72 * 5.54 ** 

-4 0.0137 0.0083  0.0139 0.0089  0.0143 0.0078  -0.35  -1.53  -1.18  1.39    -0.85  3.43 ** 

-3 0.0136 0.0086  0.0148 0.0097  0.0143 0.0078  -1.99 ** -2.85 ** -1.62  1.81 *  1.13  5.86 ** 

-2 0.0138 0.0091  0.0155 0.0101  0.0145 0.0081  -2.68 ** -3.11 ** -1.61  1.40    2.12 ** 5.71 ** 

-1 0.0148 0.0092 * 0.0157 0.0108  0.0151 0.0083  -1.30  -2.15 ** -0.43  2.97 ** 1.44  5.93 ** 

0 0.0149 0.0086 * 0.0187 0.0115 ** 0.0168 0.0090 ** -4.80 ** -4.95 ** -3.47 ** -0.34    3.22 ** 6.27 ** 

1 0.0150 0.0092 ** 0.0160 0.0104 * 0.0153 0.0084 ** -1.52 * -2.05 ** -0.65  2.86 ** 1.51  5.65 ** 

2 0.0143 0.0092  0.0151 0.0100  0.0143 0.0080  -1.30  -1.84 * -0.06  2.66 ** 1.81  5.31 ** 

3 0.0124 0.0077  0.0135 0.0087  0.0142 0.0078  -1.79 * -1.62 ** -4.10 ** 0.30    -1.75 * 2.32 ** 

4 0.0131 0.0082  0.0142 0.0092  0.0142 0.0078  -1.88 * -2.21 ** -2.62 ** 0.39    -0.04  3.51 ** 

5 0.0133 0.0084  0.0138 0.0092  0.0139 0.0076  -0.77  -1.83 * -1.31  1.42    -0.36  4.00 ** 

6 0.0139 0.0092  0.0132 0.0084  0.0138 0.0076  1.11  0.92    0.14  3.14 ** -1.51  2.23 ** 

7 0.0131 0.0083  0.0135 0.0086  0.0141 0.0076  -0.71  -1.42    -2.08 ** 0.96    -1.32  2.89 ** 

8 0.0134 0.0084  0.0137 0.0091  0.0140 0.0076  -0.58  -1.51  -1.41  1.85 *  -0.73  3.87 ** 

9 0.0134 0.0086  0.0132 0.0088  0.0139 0.0074  0.32  -0.42    -1.13  2.96 ** -1.80 * 3.60 ** 

10 0.0132 0.0079  0.0138 0.0092  0.0138 0.0076  -0.98  -1.22    -1.33  1.71 *  0.00  3.24 ** 

 
Panel B: Abnormal Volume around Earnings Announcement Date 
 

 Before Listing After Listing Benchmark Before – After Before – Benchmark After – Benchmark 
Day Mean Median  Mean Median  Mean Median T-test  W-test T-test  W-test  T-test  W-test

-10 0.1030 -0.2022  -0.0051 -0.2387  0.0215 -0.3737  2.00 ** 1.72 *  1.87 * 6.45 ** -0.79  5.16 ** 

-9 0.0999 -0.2198  0.0093 -0.2174  0.0378 -0.3749  1.61  -0.03    1.33  5.10 ** -0.84  6.14 ** 

-8 0.0156 -0.2448  0.0891 -0.2001  0.0368 -0.3794  -1.32  -1.53    -0.49  4.86 ** 1.39  7.86 ** 

-7 0.0272 -0.2177  0.0748 -0.2061  0.0354 -0.3805  -0.88  -1.06    -0.20  5.39 ** 1.08  7.85 ** 

-6 0.0511 -0.2082  0.1062 -0.1918  0.0562 -0.3674  -0.96  -1.56  -0.12  4.64 ** 1.30  7.52 ** 

-5 0.0800 -0.2316  0.1121 -0.1844  0.0425 -0.3749  -0.55  -1.87 *  0.83  4.71 ** 1.81 * 8.39 ** 

-4 0.1278 -0.2038  0.0763 -0.1740  0.0714 -0.3637  0.94  -0.56    1.26  5.84 ** 0.14  7.47 ** 

-3 0.1969 -0.1699 * 0.0772 -0.1953  0.0635 -0.3651  1.99 ** 1.44    2.74 ** 6.99 ** 0.37  6.19 ** 

-2 0.1396 -0.1689  0.1085 -0.1474  0.0975 -0.3550  0.52  -0.42    0.88  5.80 ** 0.29  7.31 ** 

-1 0.1330 -0.1621  0.1858 -0.1414  0.1689 -0.3337  -0.90  -1.03    -0.81  5.10 ** 0.42  7.19 ** 

0 0.2115 -0.1661 * 0.3989 -0.0670 ** 0.3123 -0.2914 ** -2.64 ** -3.05 ** -1.97 ** 3.66 ** 1.68 * 8.26 ** 

1 0.1630 -0.1920  0.4213 -0.0923 ** 0.2898 -0.3069 ** -3.48 ** -2.67 ** -2.61 ** 3.38 ** 2.26 ** 7.59 ** 

2 0.1311 -0.1932  0.2722 -0.1086  0.1754 -0.3324  -2.17 ** -2.25 ** -0.94  4.56 ** 2.06 ** 8.20 ** 

3 0.0708 -0.2139  0.1888 -0.1629  0.1246 -0.3512  -1.85 * -1.81 * -1.17  4.11 ** 1.39  7.02 ** 

4 0.1258 -0.1928  0.0631 -0.1853  0.1121 -0.3514  1.02  0.09    0.28  4.86 ** -1.27  5.35 ** 

5 0.0680 -0.2327  0.1310 -0.1801  0.0987 -0.3591  -1.07  -0.86    -0.72  4.63 ** 0.76  6.64 ** 

6 0.1631 -0.2338  0.1096 -0.2043  0.1011 -0.3654  0.83  -0.08    1.21  5.14 ** 0.20  6.18 ** 

7 0.0556 -0.2424  0.0885 -0.2155  0.0992 -0.3729  -0.55  -1.05    -0.97  3.80 ** -0.25  5.99 ** 

8 0.0181 -0.2203  0.0941 -0.2051  0.0969 -0.3753  -1.30  -1.37    -1.85 * 3.87 ** -0.07  6.37 ** 

9 0.0591 -0.2114  0.1064 -0.2208  0.0974 -0.3780  -0.75  -0.10    -0.84  4.81 ** 0.20  5.63 ** 

10 0.0771 -0.2137  0.0570 -0.2459  0.0871 -0.3737  0.34  0.79    -0.22  5.23 ** -0.72  5.15 ** 
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Table 4. Univariate tests on absolute cumulative abnormal returns and cumulative abnormal trading volume before and after international cross-
listings. We present means and medians of absolute cumulative abnormal returns and trading volumes in a 3-day window (-1,+1) around the earnings event for 
the period before versus after U.S. listing as well as for a control sample. The number of firm-events for each sample is indicated. “Analysts” is the number of 
analysts following the stock of the firm at the time of the earnings announcement. “Years” is the year of the announcement date. To test whether the cumulative 
absolute abnormal returns and cumulative abnormal volume are significantly different before and after cross-listing and whether ADR and benchmark values 
differ, we compute two-sample T-tests as well as Wilcoxon tests (W-test). For each group (before, after, benchmark), below each grouping criteria, we compute 
two-sample T-tests, Wilcoxon non-parametric tests, one-way anova F-tests (robust to unequal variances) and Kruskal-Wallis H tests (KW), non-parametric tests 
of the analysis of variance, to test whether there are significant differences across the grouping criteria. ** and * indicate 5% and 10% significance respectively. 

Panel A: Absolute Cumulative Abnormal Returns (-1,+1) 
 Before Listing After Listing Benchmark Sample  Before - After Before - Benchmark After - Benchmark 

Variable Obs Mean Median Obs Mean Median Obs Mean Median T-test W-test T-test W-test T-test W-test 

All  1151 0.0279 0.0187 1352 0.0321 0.0217 43634 0.0297 0.0188  -3.48 ** -3.85 ** -2.05 ** -0.05  2.79 ** 5.25 ** 

           

Emerging Markets 347 0.0308 0.0196 454 0.0315 0.0231 10645 0.0326 0.0215  -0.32   -1.11  -1.06  -0.62  -0.74  0.82  

Developed Markets 804 0.0266 0.0181 898 0.0324 0.0208 32989 0.0287 0.0180  -3.99 ** -3.77 ** -2.08 ** 0.08  3.44 ** 5.25 ** 

T-test (W-Test)  2.09** (1.76 *) -0.52 (0.13) 10.10** (12.50**)        

           

Emerging Asia 168 0.0250 0.0195 237 0.0318 0.0227 7133 0.0325 0.0214  -2.50 ** -1.98 ** -4.04 ** -2.05 ** -0.32  0.45  

Developed Asia 302 0.0266 0.0191 349 0.0316 0.0209 10939 0.0294 0.0201  -2.27 ** -2.03 * -1.85 * -1.00  1.34  1.79 * 

Emerging Europe 18 0.0143 0.0144 18 0.0367 0.0222 771 0.0341 0.0245  -2.30 ** -1.60  -6.45 ** -2.73 ** 0.27  -0.08  

Developed Europe 393 0.0223 0.0153 415 0.0312 0.0194 20311 0.0278 0.0162  -4.54 ** -3.46 ** -4.55 ** -0.88  2.17 ** 3.64 ** 

Middle East, Africa 57 0.0325 0.0184 49 0.0295 0.0270 1367 0.0340 0.0233  0.55  0.77  -0.33  -0.17  -1.52  0.69  

Latin America 104 0.0420 0.0304 150 0.0310 0.0231 1374 0.0310 0.0183  2.26 ** 1.83 * 2.66 ** 3.05 ** 0.00  1.27  

Canada 109 0.0420 0.0271 134 0.0383 0.0283 1739 0.0355 0.0234  0.71  0.04  1.48  1.57  0.90  1.57  

F-test (KW test)  9.40** (43.82**) 0.98 (8.16) 31.99** (412.4**)        

           

Years 1989 – 1991 294 0.0276 0.0175 34 0.0150 0.0131 4954 0.0248 0.0152  4.24 ** -2.24 ** 1.47  2.29 ** -4.51 ** -1.35  

Years 1992 – 1994 524 0.0270 0.0185 213 0.0260 0.0182 10054 0.0248 0.0159  0.47  -0.37  1.78 * 2.85 ** 0.62  1.43  

Years 1995 – 1997 314 0.0291 0.0202 656 0.0280 0.0194 15517 0.0270 0.0174  0.66  0.30  1.28  2.07 ** 0.72  2.60 ** 

Years 1998 – 2001 19 0.0338 0.0283 449 0.0427 0.0324 13109 0.0386 0.0261  -1.16  -1.07  -0.64  -0.22  2.27 ** 3.74 ** 

F-test (KW test)  0.55 (3.12) 34.99** (76.74**) 385.72** (1197.**)        

             

144a private placements 224 0.0266 0.0194 283 0.0316 0.0231     -1.96 ** -1.91 *     

OTC listings 623 0.0268 0.0176 702 0.0323 0.0217     -3.58 ** -3.71 **     

Nasdaq/NYSE listings 304 0.0310 0.0193 367 0.0313 0.0209     -0.13  -0.61      

F-test (KW test)  1.84 (2.33) 0.34 (0.55)         

           

Analysts ≤4 381 0.0316 0.0200 186 0.0301 0.0204 25978 0.0291 0.0178  0.47  -0.07  1.37  2.57 ** 0.41  1.70 * 

5 ≤ Analysts ≤ 12 488 0.0260 0.0168 461 0.0324 0.0224 12563 0.0296 0.0192  -3.39 ** -3.43 ** -2.94 ** -1.75 * 1.88  2.91 ** 

13 ≤ Analysts ≤ 25 243 0.0258 0.0183 479 0.0332 0.0218 4264 0.0327 0.0224  -3.18 ** -2.70 ** -3.72 ** -2.93 ** 0.32  0.50  

Analysts ≥ 26 39 0.0279 0.0212 226 0.0309 0.0212 829 0.0325 0.0211  -0.56  -0.83  -0.89  -0.77  -0.73  0.16  

F-test (KW test)  2.59* (6.09) 0.55 (1.05) 16.26** (130.4**)        
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Table 4. Univariate tests on absolute cumulative abnormal returns and cumulative abnormal trading volume before and after international cross-
listings. (continued) 

Panel B: Cumulative Abnormal Trading Volume (-1,+1) 

 Before Listing After Listing Benchmark Sample  Before - After Before - Benchmark After - Benchmark 

Variable Obs Mean Median Obs Mean Median Obs Mean Median T-test W-test T-test W-test T-test W-test 

All  845 0.3914 -0.1974 1115 0.9314 0.0050 27286 0.7863 -0.4562  -3.18 **  -2.51 ** -3.06 ** 2.19 ** 1.25  5.86 ** 
           
Emerging Markets 204 -0.3426 -0.5411 335 0.4298 -0.3314 6850 0.3156 -0.8125  -2.14 ** -1.04  -2.34 ** 0.64  0.48  2.16 ** 
Developed Markets 641 0.6250 -0.0504 780 1.1469 0.1956 20436 0.94408 -0.3415  -2.76 ** -2.69 ** -2.22 ** 2.13 ** 1.57  6.01 ** 

T-test (W-Test)  -3.12** (-3.69**) -2.70** (-5.08**) -10.28** (-15.03**)        
           
Emerging Asia 112 -0.4560 -0.5411 193 0.4362 -0.5285 5016 0.2735 -0.8636  -1.61  -0.34  -1.63  0.58  0.48  1.11  
Developed Asia 275 0.5391 -0.3378 324 1.0693 0.1365 8561 0.6280 -0.5102  -1.84 * -2.24 ** -0.43  1.40  2.09 ** 4.64 ** 
Emerging Europe 15 -0.4436 -0.9039 15 0.1711 -0.0274 605 0.0918 -0.9293  -0.48  -0.08  -0.47  0.77  0.13  0.94  
Developed Europe 268 0.4637 0.0575 335 1.2394 0.3738 10446 1.2251 -0.1353  -2.75 ** -2.49 ** -3.38 ** 0.88  -0.08  4.08 ** 
Middle East, Africa 38 0.0593 -0.5070 46 0.6945 0.1294 730 0.8566 -0.4262  -0.87  -1.21  -1.52  -0.46  -0.29  0.77  
Latin America 39 -0.3696 -0.2623 81 0.3120 -0.3124 499 0.2193 -0.5942  -1.29  -0.52  -1.96 ** -0.14  0.19  0.66  
Canada 98 1.3075 0.3876 121 1.0984 -0.0011 1429 0.7835 -0.4659  0.40  0.73  1.27  2.37 ** 0.87  1.60  

F-test (KW test)  3.00** (18.02**) 1.55 (35.16**) 35.77** (334.15**)        
           

Years 1989 – 1991 216 0.1212 -0.2949 28 -0.2412 -0.5011 1891 0.0047 -0.7370  -0.66  -1.09  0.59  2.68 ** -0.47  0.19  
Years 1992 – 1994 392 0.1900 -0.3148 182 0.7374 0.0647 5673 0.2438 -0.6966  -1.79 * 2.13 ** -0.25  3.26 ** 2.16 ** 4.72 ** 
Years 1995 – 1997 221 0.9271 0.0478 538 1.0929 0.0138 10175 0.7701 -0.5078  -0.55  -0.03  0.63  2.68 ** 1.79 * 4.35 ** 
Years 1998 – 2001 16 1.5772 0.6086 367 0.8803 -0.0011 9547 1.2808 -0.1836  0.96  1.45  0.42  1.58  -2.01 ** 1.00  

F-test (KW test)  3.51** (8.94**) 2.18* (5.04) 99.35** (256.51**)        
             
144a private placements 142 -0.3033 -0.6324 233 0.5177 -0.2190     -1.72 * -1.39      
OTC listings 475 0.4254 -0.1067 566 1.1825 0.1304     -3.35 ** -2.65 **     
Nasdaq/NYSE listings 228 0.7533 -0.0949 316 0.7867 -0.0049     -0.12  -0.36      

F-test (KW test)  2.83* (7.95**) 2.65* (10.66**)         
           
Analysts ≤4 267 0.1365 -0.4106 141 0.3265 -0.3435 14056 0.6625 -0.6782  -0.55  0.71  -2.11 ** 0.55  -1.37  1.18  
5 ≤ Analysts ≤ 12 370 0.3721 -0.2753 395 1.1496 -0.2306 8913 0.8044 -0.3746  -2.49 ** -0.29  -2.11 ** 0.89  1.42  1.23  
13 ≤ Analysts ≤ 25 182 0.7424 0.3277 396 0.8828 0.0848 3580 1.1560 0.0801  -0.51  0.32  -1.85 * 0.32  -1.49  0.15  
Analysts ≥ 26 26 0.8276 0.3768 183 1.0315 0.3981 734 1.1400 0.2436  -0.43  -0.48  -0.69  0.03  -0.50  1.28  

F-test (KW test)  1.44 (12.68**) 2.38* (18.55**) 16.52** (293.42**)        
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Table 5. Descriptions and summary statistics of firm-level attributes around earnings announcement events. “Earnings surprise” is the difference between 
actual earnings and the mean analyst forecast, normalized by the mean forecast. “Dispersion” is the cross-sectional standard deviation of the analysts’ forecasts 
when there are at least 3 forecasts available. Source is I/B/E/S. Fundamental data are annual figures for the fiscal year just prior to the firm-event from 
Worldscope on total assets, sales, book equity, market capitalization (all in millions of U.S. dollars), one-year sales growth and the debt/assets and book/market 
equity ratios. The number of observations is restricted to those for which all accounting variables are non-zero and sales growth is greater than –100%. Sales 
growth rates and earnings surprise and dispersion are winsorized at the 1st and 99th quantiles. To test whether firm specific variables are significantly different 
before and after cross-listing and whether ADR and benchmark values differ, we compute two-sample T-tests as well as Wilcoxon tests (W-test). For each group 
(before, after, benchmark), below each grouping criteria, we compute two-sample T-tests, Wilcoxon non-parametric tests, one-way anova F-tests (robust to 
unequal variances) and Kruskal-Wallis H tests (KW), non-parametric tests of the analysis of variance, to test whether there are significant differences across 
thegrouping criteria. ** and * indicate 5% and 10% significance respectively. 

 Before listing After listing Benchmark sample  Before – After Before - Benchmark After - Benchmark 

Variable Obs Mean Median Obs Mean Median Obs Mean Median  T-test W-test T-test W-test T-test W-test
Number of Analysts                       

All  845 9.9290 8 1173 15.9352 14 36017 6.0127 4  -15.08 ** -13.64 ** 15.35 ** 20.05 ** 32.05 ** 37.47 ** 

Emerging Markets 193 7.0984 5 351 11.6752 10 7052 5.7680 4  -7.91 ** -8.12 ** 3.00 ** 3.90 ** 15.39 ** 17.26 ** 

Developed Markets 652 10.7669 9 822 17.7543 16 28965 6.0723 4  -14.28 ** -12.63 ** 15.87 ** 20.55 ** 29.68 ** 33.44 ** 

T-test (W-test)  -6.96** (-7.16**) 11.17** (-8.59**) 4.02** (2.56**)          

144a private placements 113 6.62 5 212 11.60 10     -6.49 ** -6.44 **      

OTC listings 482 10.94 9 641 17.51 16     -11.75 ** -10.16 **      

Nasdaq/NYSE listings 250 9.47 8 320 15.65 14     -8.62 ** -8.42 **      

F-test (KW-test)  23.06** (46.60**) 35.46** (50.14**)             

Earnings Surprise                       

All 845 0.4180 0.08 1173 0.4581 0.09 36017 0.6370 0.11  -0.64  -1.67 * -4.67 **  -4.64 ** -4.17 ** -3.03 ** 

Emerging Markets 193 0.6904 0.17 351 0.6668 0.14 7052 0.8328 0.17  0.15  0.62  -1.12  -0.44  -1.63  -1.57  

Developed Markets 652 0.3374 0.06 822 0.3690 0.07 28965 0.5893 0.10  -0.51  -1.36  -5.31 ** -5.32 ** -5.12 ** -3.87 ** 

T-test (W-test)  2.65** (5.75**) -2.76** (5.67**) -9.10** (19.51**)        

Negative Surprises Only 436 0.4346 0.09 665 0.5995 0.12 20031 0.7644 0.14  -1.74 * -3.04 ** -4.81 ** -3.89 ** -2.41 ** -0.40  

Positive Surprises Only 409 0.4003 0.06 508 0.2732 0.06 15986 0.4772 0.09  1.71 * 1.38  -1.22  -2.55 ** -4.98 ** -4.75 ** 

T-test (W-test)  0.37 (-2.11**) -4.19** (-7.16**) -15.58** (-18.63**)        

144a private placements 113 0.3275 0.16 212 0.4134 0.11   -0.82  0.30      

OTC listings 482 0.3520 0.06 641 0.4882 0.08   -1.67 * -3.46 **     

Nasdaq/NYSE listings 250 0.5862 0.10 320 0.4277 0.07   1.17  2.08 **     

F-test (KW-test)  2.27* (23.23**) 0.35 (9.48**)         

Dispersion            

All 741 0.3039 0.10 1115 0.3632 0.12 22370 0.3961 0.13  -1.58  -3.11 ** -3.34 ** -4.41 ** -1.24  -0.83  

Emerging Markets 145 0.4442 0.20 332 0.4348 0.16 4505 0.5141 0.19  0.13  1.83 * -1.25  0.87  -1.55  -1.83 * 

Developed Markets 596 0.2698 0.08 783 0.3330 0.11 17865 0.3664 0.11  -1.45  -3.10 ** -3.09 **  -5.11 ** -1.07  -1.42  

T-test (W-test)  3.61** (7.38**) 0.70 (5.38**) 8.93** (24.60**)        

144a private placements 83 0.3441 0.19 200 0.3698 0.16   -0.31  0.47      

OTC listings 446 0.2250 0.08 605 0.3438 0.11   -2.77 ** -4.05 **     

Nasdaq/NYSE listings 212 0.4541 0.12 310 0.3972 0.12   0.62  0.69      

F-test (KW-test)  13.50** (49.27**) 0.69 (14.24**)         

Fundamentals                       

Total Sales (US$m) 845 4651.15 1262.03 1173 5028.10 1212.06 36017 1106.82 268.48  -0.68  -0.30  8.45 ** 22.70 ** 10.94 ** 26.57 ** 

Total Assets (US$m) 845 14093.83 2076.36 1173 22826.45 2535.36 36017 2388.98 355.81  -3.64 ** -1.25  8.95 ** 25.70 ** 10.66 ** 31.19 ** 

Book Equity (US$m) 845 1786.76 823.62 1173 2590.21 1002.11 36017 387.21 131.88  -4.49 ** -2.98 ** 14.05 ** 28.92 ** 14.80 ** 36.05 ** 

Market Equity (US$m) 845 3170.57 1446.59 1173 4478.87 1914.69 36017 765.95 217.20  -4.93 ** -3.07 ** 14.83 ** 29.99 ** 17.61 ** 36.80 ** 

One-year sales growth  845 0.2101 0.12 1173 0.1451 0.09 36017 0.1149 0.06  3.69 ** 3.45 ** 6.42 ** 8.82 ** 3.07 ** 5.54 ** 

Debt/Assets 845 0.5948 0.5788 1173 0.5767 0.5759 36017 0.5907 0.5980  1.74 * 1.55  0.51  0.33  -2.06 ** -2.47 ** 

Book/Market Equity   845 0.7084 0.53 1173 0.7279 0.54 36017 0.7957 0.61  -0.51  -0.81  -2.81 ** -5.10 ** -2.87 ** -4.88 ** 
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Table 6.  Testing for effects of self-selection bias on absolute cumulative abnormal returns and cumulative 
abnormal volume around earnings announcements. This table reports cross-sectional regressions to explain the 
cumulative absolute abnormal return (“CABSAR”) and cumulative abnormal volume (“CABVOL”) in a 3-day 
window (-1, +1) around earnings events. “Cross-list” is a dummy variable that equals one if the earnings event 
involves a firm that is listed or will list in the U.S., zero otherwise, and “POST” is a dummy variable which equals 
one if the earnings event occurs after a U.S. listing, zero otherwise. Specifications (1) and (2) are estimated using 
ordinary least squared with heteroscedasticity-consistent, robust t-statistics reported under each estimated coefficient 
in parentheses. Specifications (3) and (4) are estimated using country or regional fixed effects. Specifications (5) to 
(8) are estimated with ordinary least squares except the benchmark sample of non-cross-listed is screened using 
cutoff criteria based on the 10th/90th quantiles (“Loose Screen”) and 25th/75th quantiles (“Tight Screen”) of the 
fundamental values for total sales (“Sales”), total assets (“Assets”), book equity (“Book value”), market 
capitalization (“Market value”), one-year sales growth (“Sales Growth”), book-to-market ratio (“B/M”), and debt-to-
assets ratio (“Leverage”) of the sample of cross-listing firms. Specifications (9) to (11) are probit regressions of the 
probability that a foreign firm cross-lists in the U.S. using the fundamental and country variables. The inverse Mills 
ratio (λ) is computed from the probit model and used in the second-pass Heckman model regressions for CABSAR 
and CABVOL in specifications (12) to (13). Specifications (14) and (15) are two-stage least squares regressions 
using firm-event fundamental and country variables as instruments.  Pseudo-R2 is goodness of fit using McFadden’s 
(1974) likelihood ratio index.   “**” and “*” indicate significance at the 5% and 10% levels respectively.  
 
Panel A: Absolute cumulative abnormal returns (CABSAR) regressions  

 
Variable 

 
(1) 

 
(2) 

Fixed Effects 
(3)              (4) 

 Loose Screen 
(5)              (6) 

 Tight Screen 
(7)              (8) 

Constant 0.03 0.0275    0.0293 0.0266  0.0273 0.0229 
 (138.92)** (79.93)**    (112.17)** (61.57)**  (54.72)** (28.43)** 
Cross-list -0.0047 -0.0048 -0.0061 -0.0049  -0.0034 -0.0037  -0.0049 -0.0051 
 (-4.69)** (-4.88)** (-6.21)** (-5.03)**  (-2.29)** (-2.49)**  (-2.57)** (-2.69)** 
Cross-list*POST 0.0069 0.0057 0.0066 0.0064  0.0058 0.0047  0.0123 0.0109 
 (5.03)** (4.19)** (4.87)** (4.70)**  (2.93)** (2.36)**  (3.76)** (3.34)** 
Earnings Surprise (× 10-3)  0.3202     0.3564   0.1123 
  (4.99)**     (4.42)**   (0.80) 
Dispersion (× 10-3)  1.3527     0.7723   0.6281 
  (4.96)**     (2.09)**   (0.86) 
 Analysts (× 10-3)  0.1836     0.2451   0.4133 
  (6.18)**     (6.25)**   (5.80)** 
Country Fixed Effects No No Yes No  No No  No No 
Regional Fixed Effects No No No Yes  No No  No No 
Observations 24226 24226 24226 24226  15710 15710  3637 3637 
Adjusted R2 0.0008 0.0072 0.0224 0.0058  0.0003 0.0061  0.0034 0.0134 

 
Panel B: Heckman and Two-Stage Least Squares (2SLS) models for CABSAR  

 
Variable 

Probit Models 
(9)                     (10)                   (11) Variable 

Heckman Models 
(12)             (13) 

2SLS 
(14)             (15) 

Constant -1.703 -1.2858 -1.5092 Constant 0.0252 0.0106 0.031 0.0279 
 (-112.59)** (-28.64)** (-31.37)**  (20.21)** (5.86)** (105.96)** (79.20)**
Market Value (× 10-6) 0.1348 0.1262 0.1062 Cross-list -0.0039 -0.003 -0.0135 -0.0364 
 (20.76)** (18.24)** (14.86)**  (-3.84)** (-2.98)** (-5.79)** (-13.26)**
Total Assets (× 10-6) 0.0132 0.0186 0.0192 Cross-list*POST 0.0073 0.0057 0.0096 0.0104 
 (8.19)** (10.74)** (11.00)**  (5.31)** (4.19)** (2.59)** (2.82)** 
Total Sales (× 10-6) -0.0104 0.004 -0.0069 Earnings Surprise (× 10-3)  0.2163  0.2899 
 (-1.80)* (0.67) (-1.14)   (3.30)**  (4.53)** 
Sales Growth (× 10-3)  -0.0014 -0.001 Dispersion (× 10-3)  1.4199  1.2875 
  (-0.31) (-0.24)  (5.23)**  (4.75)** 
Book-to-Market ratio  0.0581 0.0608  Analysts (× 10-3)  0.4061  0.4628 
  (2.55)** (2.58)**  (10.56)**  (12.76)**
Leverage  -0.8559 -0.8463 λ 0.0023 0.0074   
  (-12.34)** (-11.94)** (3.84)** (9.38)**   
Earnings Surprise (× 10-3)   -15.1891     
   (-3.53)**     
Dispersion (× 10-3)   31.1107     
   (1.88)*     
Analysts (× 10-3)   24.8825     
   (15.10)**     
Observations 24226 24226 24226 Observations 24226 24226 24226 24226 
Log Likelihood -5823.10 -5738.43 -5622.81 Adjusted R2 0.0013 0.0101 0.001 0.0118 
Pseudo R2 0.0617 0.0691 0.0793     
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Table 6.  Testing for effects of self-selection bias on absolute cumulative abnormal returns and cumulative 
abnormal volume around earnings announcements. 
 
Panel C: Cumulative abnormal volume (CABVOL) regressions  

 
Variable 

 
(1) 

 
(2) 

Fixed Effects 
(3)              (4) 

 Loose Screen 
(5)              (6) 

 Tight Screen 
(7)              (8) 

Constant 0.8922 0.72    0.9377 0.6595  0.9085 0.4083 
 (27.51)** (13.63)**    (23.46)** (9.58)**  (12.10)** (3.33)** 
Cross-list -0.2892 -0.315 -0.3983 -0.2808  -0.2374 -0.2801  -0.2985 -0.395 
 (-1.96)** (-2.14)** (-2.59)** (-1.89)**  (-1.41) (-1.66)*  (-1.12) (-1.45) 
Cross-list *POST 0.3515 0.2484 0.4361 0.437  0.2248 0.0943  0.0861 0.0237 
 (1.84)* (1.28) (2.28)** (2.28)**  (0.93) (0.38)  (0.21) (0.05) 
Earnings Surprise  0.0324     0.0403   0.0328 
  (3.40)**     (3.10)**   (1.56) 
Dispersion  -0.1346     -0.2007   -0.3541 
  (-3.68)**     (-4.01)**   (-4.02)** 
 Analysts  0.0202     0.0325   0.0544 
  (5.37)**     (6.12)**   (5.86)** 
Country Fixed Effects  No Yes No  No No  No No 
Regional Fixed Effects  No No Yes  No No  No No 
Observations 17295 17295 17295 17295  11311 11311  2878 2878 
Adjusted R2 0.0001 0.0025 0.0184 0.0082  -0.0001 0.005  -0.0004 0.0131 

 
Panel D: Heckman and Two-Stage Least Squares (2SLS) models for CABVOL  

 
Variable 

Probit Models 
(9)                     (10)                   (11) Variable 

Heckman Models 
(12)             (13) 

2SLS 
(14)             (15) 

Constant -1.6381 -1.1427 -1.3205 Constant 0.3017 -1.1965 0.9526 0.757 
 (-93.70)** (-21.88)** (-23.68)**  (1.85)* (-5.06)** (21.26)** (14.13)**
Market Value (× 10-6) 0.1346 0.1182 0.1013 Cross-list -0.2103 -0.1258 -0.7354 -3.0946 
 (18.41)** (15.05)** (12.53)**  (-1.43) (-0.86) (-2.62)** (-8.77)**
Total Assets (× 10-6) 0.0119 0.0185 0.019 Cross-list *POST 0.3986 0.2657 0.2702 0.5066 
 (6.58)** (9.51)** (9.71)**  (2.06)** (1.37) (0.71) (1.33) 
Total Sales (× 10-6) -0.0195 -0.0025 -0.0094 Earnings Surprise  0.0126  0.0302 
 (-3.01)** (-0.36) (-1.37)   (1.29)  (3.18)** 
Sales Growth (× 10-3)  -0.0005 -0.0002 Dispersion   -0.1294  -0.1409 
  (-0.10) (-0.05)  (-3.54)**  (-3.86)**
Book-to-Market ratio  -0.0086 -0.0079  Analysts  0.0425  0.044 
  (-0.29) (-0.25)  (8.89)**  (9.16)** 
Leverage  -0.9074 -0.9054 λ 0.2994 0.8713   
  (-11.43)** (-11.19)** (3.53)** (8.16)**   
Earnings Surprise   -0.0254     
   (-4.23)**     
Dispersion   0.038     
   (1.93)*     
Analysts   0.0195     
   (10.49)**     
Observations 17295 17295 17295 Observations 17295 17295 17295 17295 
Log Likelihood -4553.82 -4487.38 -4424.47 Adjusted R2 0.0005 0.0052 0.0001 0.0051 
Pseudo R2 0.057 0.065 0.0727     
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Table 7.  Cross-sectional regressions of absolute cumulative abnormal returns and cumulative abnormal volume around earnings announcements. This table reports cross-
sectional regressions to explain the cumulative absolute abnormal return (“CABSAR”) and cumulative abnormal volume (“CABVOL”) in a 3-day window (-1, +1) around earnings events. “Cross-
list” is a dummy variable that equals one if the earnings event involves a firm that is listed or will list in the U.S., zero otherwise, and “POST” is a dummy variable which equals one if the earnings 
event occurs after a U.S. listing, zero otherwise. “AS” is the country’s accounting standards index measure, “AD,” the country’s index of anti-director rights and “Developed Market” is a dummy 
variable for firms in developing market countries. See Tables 4 and 5 for descriptions of variables. All specifications are estimated as second-pass Heckman models that adjust for self-selection bias 
with heteroscedasticity-consistent, robust t-statistics reported under each estimated coefficient in parentheses. In Panel A, the regressions to explain CABSAR use 1814 observations. In Panel B, the 
regressions to explain CABVOL use 1453 observations.  F-tests examine the hypothesis that a set of variables (key variable plus its interactive terms) have coefficients jointly equal to zero. “**” and 
“*” indicate significance at the 5% and 10% levels respectively.
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Table 7.  Cross-sectional regressions of absolute cumulative abnormal returns and cumulative abnormal volume around earnings announcements. (continued) 
 
Panel A: Absolute cumulative abnormal returns (CABSAR) regressions 
 

Variable (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
            
Constant 0.0256 0.0433 0.0256 0.0433 0.0251 0.0222 0.0391 0.0250 0.0515 0.0445 0.0493 
 (25.82)** (4.28)** (25.82)** (4.28)** (16.76)** (11.15)** (4.16)** (16.62)** (4.50)** (4.49)** (4.49)** 
AS (× 10-3)  -0.2583  -0.2583   -0.2059  -0.4919 -0.1407 -0.2907 
  (-1.78)*  (-1.78)*   (-1.52)  (-2.57)** (-1.04) (-1.64) 
Earnings Surprise (× 10-3)     1.5944 2.6357 1.1361 1.1438    
     (1.77)* (4.41)** (1.79)* (1.77)*    
Dispersion (× 10-3)     1.5944 2.5556 1.5720 1.6309    
     (1.29) (1.24) (1.29) (1.33)    
Analysts (× 10-3)     -0.0306 -0.0577 -0.0299 -0.0264    
     (-0.38) (-0.49) (-0.37) (-0.32)    
Positive Earnings (× 10-3)     -0.4325 3.6590 -0.4489 -0.3494    
     (-0.31) (1.92)* (-0.32) (-0.25)    
AD (× 10-3)         2.0955  1.2414 
         (2.67)**  (1.63) 
GDP per capita          -0.0004 -0.0004 
          (-4.04)** (-3.73)** 
Cross-list*POST 0.0063 -0.0182   0.0064 0.0109 -0.0163  -0.0261 -0.0216 -0.0252 
 (4.58)** (-1.42)   (4.47)** (3.65)** (-1.32)  (-1.88)* (-1.71)* (-1.86)* 
AS*POST (× 10-3)  0.3604  0.4085   0.3332  0.5170 0.3110 0.3682 
  (1.94)*  (2.15)**   (1.86)*  (2.27)** (1.70)* (1.62) 
Rule 144a placement*POST   0.0077 -0.0197    0.0079    
   (3.27)** (-1.49)    (3.38)**    
OTC listing*POST   0.0067 -0.0212    0.0068    
   (4.04)** (-1.60)    (3.83)**    
Exchange listing*POST (× 10-3)   0.0046 -0.0234    0.0045    
   (2.30)** (-1.78)*    (2.22)**    
Earnings Surprise *POST (× 10-3)      -2.6582      
      (-3.62)**      
Dispersion *POST (× 10-3)      -0.7045      
      (-0.28)      
Analysts*POST (× 10-3)      0.0395      
      (0.26)      
Positive Earnings*POST (× 10-3)      -7.1911      
      (-2.69)**      
AD*POST  (× 10-3)         -0.8143  -0.1792 
         (-0.75)  (-0.16) 
GDP per capita*POST           0.0003 0.0003 
          (2.20)** (2.20)** 
             
Adjusted R2 0.0101 0.0115 0.0099 0.0118 0.0263 0.0424 0.0272 0.0262 0.0147 0.0186 0.0193 
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Table 7.  Cross-sectional regressions of absolute cumulative abnormal returns and cumulative abnormal volume around earnings announcements. (continued) 
 
Panel B: Cumulative abnormal volume (CABVOL) regressions 
  

Variable (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
            
Constant 0.6006 -1.1374 0.6007 -1.1374 0.4037 0.1946 -1.1878 0.4407 -0.8559 -1.0264 -0.7976 
 (4.19)** (-0.82) (4.19)** (-0.82) (1.87)* (0.63) (-0.85) (2.07)** (-0.72) (-0.77) (-0.68) 
AS  0.0248  0.0249   0.0231  0.0168 0.0254 0.0181 
  (1.30)  (1.30)   (1.22)  (0.84) (1.31) (0.89) 
Earnings Surprise     -0.0680 -0.0072 0.0631 0.0675    
     (0.68) (-0.11) (0.62) (0.68)    
Dispersion     -0.0514 0.3207 -0.0455 -0.0497    
     (-0.33) (1.82)* (-0.29) (-0.32)    
Analysts     0.0063 0.0149 0.0049 0.0033    
     (0.66) (0.88) (0.52) (0.35)    
Positive Earnings     0.2420 0.3287 0.2178 0.2317    
     (1.26) (1.14) (1.14) (1.22)    
AD         0.0708  0.0633 
         (0.39)  (0.35) 
GDP per capita          -0.0066 -0.0052 
          (-0.44) (-0.36) 
Cross-list*POST 0.3499 -0.0039   0.3270 0.6319 -0.0491  -0.3103 0.0076 -0.1548 
 (1.82)* (-0.00)   (1.55) (1.48) (-0.02)  (-0.19) (0.00) (-0.09) 
AS*POST  0.0059  0.0017   0.0063  0.0067 0.0008 -0.0057 
  (0.24)  (0.06)   (0.25)  (0.25) (0.03) (-0.21) 
Rule 144a placement*POST   -0.0233 0.1105    0.0044    
   (-0.06) (0.06)    (0.01)    
OTC listing*POST   0.4624 0.3509    0.4527    
   (2.06)** (0.19)    (1.83)*    
Exchange listing*POST   0.3689 0.2721    0.3452    
   (1.44) (0.15)    (1.29)    
Earnings Surprise *POST      0.1239      
      (0.73)      
Dispersion *POST      -0.5670      
      (-1.99)**      
Analysts*POST       -0.0102      
      (-0.50)      
Positive Earnings*POST       -0.1404      
      (-0.36)      
AD*POST           0.0605  0.1182 
         (0.29)  (0.57) 
GDP per capita*POST           0.0157 0.0218 
          (0.78) (1.07) 
             
Adjusted R2 0.0014 0.0039 0.0015 0.0029 0.0007 0.0004 0.0029 0.0006 0.0038 0.0030 0.0036 
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Table 8. Descriptions and summary statistics of additional firm-level attributes. This table describes proxies for firm-specific 
liquidity, trading, ownership, and disclosure attributes representing alternative explanations for market responses to earning releases. 
“Illiquidity” is the average ratio of the absolute value of return to trading volume (Amihud 2002) computed over the pre-
announcement window. “U.S. fraction of trading volume” is the average ratio of trading volume in the U.S. to the sum of trading 
volume in the U.S. and home markets computed over the pre-announcement window. “13f Ownership” is institutional holdings of 
cross listed shares (scaled by shares outstanding) from the 13-f filings tabulated by SDA Spectrum for the quarter of the earning 
announcement. Firm-level disclosure indicators from S&P Transparency and Disclosure Rankings (Patel, Balic and Bwakira, 2002) 
are as follows: “IASGAAP” is a dummy set to one if the firm reports any of its balance sheet, income or cash-flow statements 
according to IAS or US GAAP in addition to its domestic accounting standards; “Firm disclosure score” is a composite index of the 35 
different individual firm disclosure practices in the S&P Survey, including, among others, whether the company provides quarterly 
reports, reports a segment analysis, produces consolidated financial statements, provides output or earnings forecasts, or discusses 
industry-specific ratios. “Reconciliation” is a dummy set to one if the company reports a reconciliation of its domestic accounting 
standards to IAS or US GAAP. Citibank’s Universal Capital Raising Database (www.citibank.com\adr) supplies “Capital Raising,” a 
dummy set to one if an issuer raises funds at the time or following its U.S. cross-listing. “U.S. fraction of total trading volume,” “13f 
Ownership,” and “Capital Raising” refer to cross-listed stocks only and, therefore, are observed only after cross-listing. 
Panel A: Firm-level attributes around earning announcement events. 

Variable Mean Std Dev Minimum Maximum Observations 
Illiquidity      
All  0.232 1.160 0.00 12.90 1307 
Emerging Markets 0.699 2.228 0.00 11.84 287 
Developed Markets 0.101 0.502 0.00 12.90 1020 

T-test (W-test) 4.4**(10.0**)     
US fraction of trading volume      
All 0.066 0.186 0.00 0.945 1093 
Emerging Markets 0.094 0.226 0.00 0.945 318 
Developed Markets 0.055 0.165 0.00 0.945 775 

T-test (W-test) 2.8**(0.1)     
13f Ownership      
All 0.024 0.079 0.00 0.57 1093 
Emerging Markets 0.006 0.022 0.00 0.18 318 
Developed Markets 0.032 0.091 0.00 0.57 775 

T-test (W-test) -7.3**(-6.4**)     

Panel B: Firm-level disclosure attributes 
Variable Mean Std Dev Minimum Maximum Observations 
IASGAAP      
All 0.330 0.470 0.00 1.00 525 
Emerging Markets 0.000 0.000 0.00 1.00 130 
Developed Markets 0.438 0.497 0.00 1.00 395 

T-test (W-test) -17.5**(-9.2**)     
144a private placements 0.000 0.000 0.00 0.00 95 
OTC listings 0.402 0.497 0.00 1.00 356 
Nasdaq/NYSE listings 0.405 0.494 0.00 1.00 74 

F-test (KW-test) 31.8**(56.9**)     
Firm disclosure score      
All 63.817 11.880 15.00 85.00 525 
Emerging Markets 51.777 10.780 15.00 74.00 130 
Developed Markets 67.780 9.278 43.00 85.00 395 

T-test (W-test) -15.2**(-13.0**)     
144a private placements 49.642 11.323 15.00 74.00 95 
OTC listings 67.360 9.345 43.00 85.00 356 
Nasdaq/NYSE listings 65.000 9.966 50.00 85.00 74 

F-test (KW-test) 122.7**(143.2**)     
Reconciliation      
All 0.283 0.451 0.00 1.00 382 
Emerging Markets 0.233 0.424 0.00 1.00 129 
Developed Markets 0.308 0.463 0.00 1.00 253 

T-test (W-test) -1.60 (-1.55)     
144a private placements 0.095 0.295 0.00 1.00 94 
OTC listings 0.222 0.416 0.00 1.00 221 
Nasdaq/NYSE listings 0.746 0.438 0.00 1.00 67 

F-test (KW-test) 59.5**(91.0**)     
Capital-raising      
All 0.065 0.247 0.00 1.00 981 
Emerging Markets 0.110 0.313 0.00 1.00 318 
Developed Markets 0.044 0.205 0.00 1.00 663 

T-test (W-test) 3.4**(3.9**)     
144a private placements 0.068 0.252 0.00 1.00 192 
OTC listings 0.000 0.000 0.00 0.00 599 
Nasdaq/NYSE listings 0.268 0.444 0.00 1.00 190 

F-test (KW-test) 102.8**(170.3**)     
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Table 9.  Cross-sectional regressions to explain absolute cumulative abnormal returns and cumulative abnormal volume around earnings announcements with liquidity, 
trading, ownership, and disclosure factors 
 

This table reports regressions of market responses to earnings releases on proxies for firm-specific liquidity, trading, ownership, and disclosure attributes representing alternative 
explanations for market responses to earning releases. “Illiquidity” is the Amihud (2002) average ratio of absolute return to trading volume in the pre-announcement window. 
“U.S. fraction of trading volume” is the average ratio of U.S. to total trading volume in the pre-announcement window. “13f Ownership” is institutional holdings of cross listed 
shares (scaled by shares outstanding) for the quarter of the earning announcement. Firm-level disclosure indicators from S&P Transparency and Disclosure Rankings are: 
“IASGAAP” (a dummy indicating whether the firm reports according to IAS or US GAAP), “Firm disclosure score” (an index of individual firm disclosure practices), and  
“Reconciliation” (a dummy indicating whether a company reports a reconciliation of its domestic accounting standards to IAS or US GAAP). Citibank’s Universal Capital Raising 
Database is the source of “Capital Raising,” a dummy set to one if an issuer raises funds at the time or following its U.S. cross-listing. See Table 8 for details of variables. “U.S. 
fraction of total trading volume,” “13f Ownership,” and “Capital Raising” refer to cross-listed stocks only and, therefore, are observed only after cross-listing. 
 
Panel A: Absolute cumulative abnormal returns (CABSAR) regressions 
  

Variable (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
            
Constant 0.0230 0.0221 0.0256 0.0256 0.0209 0.0227 0.0211 0.021 0.0177 0.0303 0.0251 
 (21.74)** (20.54)** (25.74)** (25.82)** (11.05)** (11.04)** (11.42)** (11.88)** (2.77)** (3.41)** (24.60)** 
Illiquidity 0.0042 0.0097          
 (3.40)** (3.89)**          
IASGAAP dummy     0.0002 -0.0040      
     (0.06) (-1.47)      
Reconciliation dummy       0.0037 0.0034    
       (1.11) (0.69)    
Firm disclosure score         0.0001 -0.0001  
         (0.55) (-1.10)  
Cross-list*POST 0.0077 0.0090 0.0063 0.0065 0.0077 0.0047 0.0058 0.0057 0.0078 -0.0141 0.0065 
 (4.98)** (5.87)** (4.57)** (4.60)** (3.32)** (1.74)* (2.27)** (2.20)** (3.46)** (-1.20) (4.46)** 
Illiquidity*POST  -0.0070          
  (-2.61)**          
13f Ownership   -0.0015         
   (-0.16)         
U.S. fraction of trading volume    -0.0034        
    (-0.77)        
IASGAAP dummy*POST      0.0087      
      (1.73)*      
Reconciliation dummy*POST        0.0005    
        (0.06)    
Firm disclosure score*POST          0.0003  
          (1.91)*  
Capital-raising dummy           -0.0032 
           (-0.96) 
            
Observations 1307 1307 1814 1814 525 525 382 382 525 525 1627 
Adjusted R2 0.0444 0.0564 0.0096 0.0099 0.0181 0.0225 0.0113 0.0087 0.0187 0.0228 0.0101 
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Table 9.  Cross-sectional regressions to explain absolute cumulative abnormal returns and cumulative abnormal volume around earnings announcements with liquidity, 
trading, ownership, and disclosure factors (continued) 
 
Panel B: Absolute cumulative abnormal returns (CABVOL) regressions 
 

Variable (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 
            
Constant 0.6922 0.7355 0.5961 0.6004 0.3081 0.1991 0.0859 0.1607 -0.8336 -0.8871 0.4820 
 (4.77)** (5.25)** (4.17)** (4.19)** (1.75)* (1.12) (0.40) (0.80) (-1.19) (-1.18) (3.21)** 
Illiquidity 0.3877 0.0457          
 (1.74)* (0.17)          
IASGAAP dummy     0.3968 0.679503      
     (1.43) (2.11)**      
Reconciliation dummy       0.5165 0.2638    
       (1.14) (0.70)    
Firm disclosure score         0.0197 0.0205  
         (1.86)* (1.76)*  
Cross-list*POST 0.2677 0.2113 0.3433 0.3441 0.3498 0.5265 0.5921 0.4701 0.3543 0.4488 0.4408 
 (1.30) (1.05) (1.76)* (1.74)* (1.40) (1.80)* (1.98)** (1.64) (1.46) (0.33) (2.16)** 
Illiquidity*POST  0.3957          
  (1.08)          
13f Ownership   0.4105         
   (0.32)         
U.S. fraction of trading volume    0.0886        
    (0.14)        
IASGAAP dummy*POST      -0.5684      
      (-1.02)      
Reconciliation dummy*POST        0.4449    
        (0.53)    
Firm disclosure score*POST          -0.0015  
          (-0.07)  
Capital-raising dummy           -0.4377 
           (-0.85) 
            
Observations 1135 1135 1453 1453 441 441 335 335 441 441 1281 
Adjusted R2 0.0128 0.0135 0.0008 0.0007 0.0025 0.0024 0.0097 0.0079 0.0056 0.0033 0.0021 
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Figure 1. Absolute Abnormal Returns and Abnormal Volume around Earnings 
Announcements Before and After Firms Cross-List Shares in the U.S. (2 versions) 
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