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ABSTRACT"

=

A firm’s degree of information uncertainty affects the risk premiums 'of both’its
debt and equity investors. The information of a firm’s CEO ability is one.of the main
sources affecting firm uncertainty. According to Pan et al. (2015), CEO tenure affects
market learning in CEO ability. The main purpose of this study therefore focuses on the
effect of CEO tenure on firm’s information uncertainty. The results of the empirical show
that the degree of a firm’s information uncertainty increases when a new CEO takeover.
The longer the CEO tenure, the less the degree of information uncertainty. Additionally,
significant decline of information uncertainty happens within the first 3 years.

Keywords: CEO Tenure, CEO takeover, information uncertainty, uncertainty of
CEO ability, CEO

* The author appreciates professor Hsien-Hsing Liao and Tsung-Kang Chen for providing the research
idea and their co-work in the development of the thesis, including the research framework, research
hypothesis, methodology, data, the analysis of the research results, and the final of this thesis.
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¢ # 1 {¥& 2. CEO (Medium-tenure CEQ) » H L4 B ixbg % » © H %~ >
DA oz 21 THF2Z CEOZ L5 2L a e 1 ivEaFa
CEO ki BgF 2t M > iuig¥ CEO L ITpF AR L » H2L P R g | 7
RARE > BB AP o

i 4= BEGRAERR A 0 B R BB R 0 R AT A0 o
[# 10-CEO 1 ir# W4 DISP &2 AQ 2 B+ (A&t 8 ) ]
[# 11z &#p 1 F2 ¥ DISP 2 %8 (it s) ]
[#12 ¢ H1iv2F CEO¥ DISP 2 25 (£t 2z ) ]
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F2 % 8%

A&7 4% Panetal (2015) 3% #1 2. % # CEO 1 it & (CEO Tenu;?é) ; 19,
Zhang (2006) 3 3t # f/x %+ 2 % % ~ Luetal. (2010) F 3 7 Fg 2t (NI Hc 5 4
Pl @ R (FirmSize) ~ %A & & (EquityVolatility) ~ = & p4734F 1%
v % (Leverage) » ¥ 3% CEO 1 iv# ¥ (CEO Tenure) %7 3 % fz Tt
(Information Uncertainty) 7 % % B 53 o

#renCEO iz ¢ i@ CEO av # 2 & 21+ (Uncertainty of CEO Ability) !
iwdm ¥ F A /2 4 (Information Uncertainty) @ #8258 - § @& % #F W > " F 47
HCEO 1 T & FAXA » Wl Afr b g T > P HT iR tw = £h &
Wy TRAARR o 0w 2 E1 (FEF 2 CEO - H & T AR ch2bad
MR P H D TR T R AL ART R AT

PP T F OB E S O o

PR TR R TR ER i%ﬁx’p‘"#lﬁ Feihk & pbok o CEO 1
& & (CEO Tenure) # 5% H:2+ CEO i 4 & & (Speed of Learning about
CEO Ability) » s&m B F A2 et F 5 tiz=#p 2 CEO> f#H CEO 1
& & (CEO Tenure) 7| % F 37 ;2 T |+ (Information Uncertainty) 2 i 32 5 #c2
— o FHEFTAAEELHEF I EFFE MG LH ) 2 F R A2 CEO> FH
CEO 1 it&# @& (CEO Tenure) 5 2 e i F48% > HH S 22 PER

° 345 Zhang (2006) © T # Rt G w B IR A B[ 2 P RH
(Firm Size) ~ = @ & & (Firm Age) ~ 4~ 17E% | 2 & (Analyst Coverage) 2 & 47§
fpipl g &4 FgR (DISP) - "f ez R ARy RS S  CEO1 iv& & (CEO
Tenure) » VAR A T2 FE R 2 NI BRA R HET o
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4 1~ d# = CEO thi

i» & gt % (Turnover Year Distribution)

= 4 % 1996 # §| 2014 & > A& ExecuComp F#LE ¥ & 5 CEQht HAqt -

# ¢ “Smaller Than 5”5 CEO # F 1 & 127 2 # * » “Year Become CEQ! 3

ExecuComp ® = 5 CEO & i» » % ExecuComp *® =7’becomeceo” °

All Smaller Than 5
YearCI?EeOcome Count Percent Count Percent
1996 58 3.35% 33 2.86%
1997 68 3.93% 37 3.21%
1998 66 3.81% 29 2.52%
1999 96 5.54% 54 4.69%
2000 129 7.45% 67 5.82%
2001 103 5.95% 59 5.12%
2002 112 6.47% 56 4.86%
2003 114 6.58% 58 5.03%
2004 109 6.29% 58 5.03%
2005 138 7.97% 71 6.16%
2006 112 6.47% 75 6.51%
2007 95 5.48% 63 5.47%
2008 95 5.48% 71 6.16%
2009 96 5.54% 80 6.94%
2010 91 5.25% 91 7.90%
2011 78 4.50% 78 6.77%
2012 77 4.45% 77 6.68%
2013 50 2.89% 50 4.34%
2014 45 2.60% 45 3.91%
Total 1732 100% 1152 100%
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22 -LERBALNG A
T A5 1996 & 1 2014 & o gy ek iR E 4R S L E R S H AL e
“<=37 N “<=5"A W L W Z £ 1 ivE P2 CEO &Y # 1 iFE 2. CEQ'(Medium-

tenure CEO) -

ALL <=3 <=5
YEAR count percent count percent count percent
1996 58 0.70% 58 1.66% 58 1.12%
1997 118 1.44% 118 3.37% 118 2.28%
1998 168 2.06% 168 4.80% 168 3.25%
1999 238 2.91% 192 5.49% 238 4.60%
2000 330 4.04% 241 6.89% 317 6.13%
2001 394 4.82% 249 7.12% 352 6.80%
2002 463 5.66% 242 6.92% 380 7.34%
2003 506 6.19% 220 6.29% 381 7.36%
2004 544 6.66% 218 6.23% 353 6.82%
2005 601 7.35% 253 7.23% 378 7.31%
2006 619 7.57% 248 7.09% 370 7.15%
2007 617 7.55% 246 7.03% 363 7.02%
2008 608 7.44% 210 6.00% 337 6.51%
2009 605 7.40% 199 5.69% 328 6.34%
2010 589 7.21% 177 5.06% 286 5.53%
2011 531 6.50% 148 4.23% 247 4.77%
2012 486 5.95% 133 3.80% 205 3.96%
2013 404 4.94% 100 2.86% 167 3.23%
2014 295 3.61% 79 2.26% 128 2.47%
TOTAL 8174 100% 3499 100% o174 100%
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Z 3 P SRE AERFE

TR ARIE R AUt AR o ¢ F AN S T5E Mean, A (St
Dev ~ | & Min ~ & % & Max o f 4 B 4 1996 & T 2014 & - #\ 0 & s
Tenure 2 CEO 1 iv# & » 4 date become CEO 7 fiscal year 2. & it p Z'§Eatdl {7
4t 5 Tenure2 52 CEO 1 iv#& B2 T 3 o P4 % #Hc FirmSize 5 & @ 4> d
log(fiscal total assets):* & ¥ 1 ; EquityVolatility = *<{# 4 # & ; Leverage 7 = &
PAARE R 5 o @B DISP 5 A 47 B ARl A 40 5 AQ 5 e tE 5T -

Statistic N Mean St. Dev. Min Max ’
All
Tenure 8,174 4512 3.446 0.000 18.847
Tenure2 8,174 32.228 45.070 0.000 355.193
FirmSize 8,174 7580 1.618 2.835 12.764
EquityVolatility | 8,144 11.086 7.601 0.000 318.438
Leverage 8,160 0.215 0.187 0.000 3.466
DISP 8,174 0.177 0.279 0.000 11.561
AQ 8,174 0.067 0.094 0.002 2.300
Smaller Than 3 Years |
Tenure 3,499 1.523 0.882 0.000  3.000
Tenure2 3,499 3.097 2.843 0.000  9.000
FirmSize 3,499  7.449 1598 2.835 12.397
EquityVolatility | 3,491 11957 8932 1959 318.438
Leverage 3,493 0.218 0.190 0.000 2.601
DISP 3,499 0.180 0.268 0.000 4.588
AQ 3,499  0.067 0.093 0.002 1.600
Smaller Than 5 years
Tenure 5174 2.343 1.427  0.000 5.000
Tenure2 5,174  7.524 7.309 0.000 25.000
FirmSize 5,174  7.516 1.606 2.835 12.620
EquityVolatility | 5,162 11.662 8.409 0.000 318.438
Leverage 5164 0.219  0.187 0.000 2.601
DISP 5,174  0.175 0.254 0.000 4.588
AQ 5174  0.066 0.091 0.002 1.610
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HAEBL745 > HY A

CEO # fiscal year z_ # i+ p

Eq

4~ L REAPM R

£ % #c Tenure 2 CEO 1

iTE > 4 date beé&ne

15 Tenure2 5= CEO 1 iv#& 2 b b;@

2P 440 4 log(fiscal total assets):* &

Leverage 5 = & PAZ%4F 45+t ¢

g

-

S

; EquityVolatility = *

+1 % #ic FirmSize =

AR S

o # ¢ DISP 4r AQ ip B %% 5 0.00445 » =

DISP4%%8 » AQ R|4% % o & &1 & H&_FirmSize 22 DISP 2 #p B 2 ¥k

0.12765 » — 4x %z FirmSize 4% < DISP ﬁ ot E R AR B3R ) Leverage &

AQ 2 4p B 4k 5 -0.09837 » — 4x

%3 Leverage 45+ AQ g + >

LA = PN VDS

FE o

Tenure Tenure2 DISP AQ FirmSize  EquityVolatility  Leverage
Tenure 1 0.94295  0.00274  -0.01534  0.06484 -0.11027 -0.02128
Tenure2 0.94295 1 0.01532  -0.01496  0.04308 -0.08933 -0.02308
DISP 0.00274  0.015319 1 0.00445  0.12765 0.15227 0.05348
AQ -0.01534 -0.014958  0.00445 1 -0.24095 0.15722 -0.09837
FirmSize 0.06483 0.043083  0.12765  -0.24095 1 -0.29778 0.26242
EquityVolatility | -0.11027 -0.089328  0.15227  0.15722  -0.29778 1 -0.00135

Leverage -0.02128 -0.023076  0.05348  -0.09837  0.26242 -0.00135 1
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4 5~ CEO 1 f¢# F % DISP 2. §2 58

T4 HTEFE "2 7 -CEO” »t% 2 Panel Regression i jf ;-‘% ‘i*ﬁé %
#ic i Tenure ¥2 Tenure2 » & %] iv 4 CEO 1 iv#& 7 CEO 1 1T & P25 o %
# DISP % 4~ 47 B 3R &~ 40k © 3241 % #ic EquityVolatility & 2% 42 4 s

FirmSize 5 = @ 4L# > d log(fiscal total assets)z* & #F 4! ; Leverage % = & PA7+4f
TIRELS - p REER R R F N5 53% 0 1 & iy

O TS

% % f#13 DISP -

Result
Dependent variable:
DISP
1) (2) 3) 4) ®)
Tenure -0.004 -0.010™ -0.008™" -0.010™ -0.008™
(0.003) (0.003) (0.003) (0.003) (0.003)
Tenure2 0.001 0.001™ 0.001™" 0.001"" 0.001™
(0.0002) (0.0002) (0.0002) (0.0002) (0.0002)
EquityVolatility 0.003™ 0.003™
(0.0004) (0.0004)
FirmSize 0.073™ 0.074™ 0.070™" 0.072™
(0.010) (0.009) (0.010) (0.010)
Leverage 0.082" 0.068™
(0.030) (0.030)
Year F.E. YES YES YES YES YES
Firm-CEO F.E. YES YES YES YES YES
Observations 8,174 8,174 8,144 8,160 8,144
R? 0.035 0.044 0.052 0.045 0.053
E Statistic 12.189™ 14.627 16.746™" 14.312" 16.222"
(df = 19; 6422) (df = 20; 6421) (df = 21; 6396) (df = 21; 6408) (df = 22: 6395)
Note: “p<0.1; “p<0.05; “*p<0.01
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% 6~ CEO 1 frie B ¥ AQ 2 #2388

T & EHTERE “2F-CEO” »t¥ 2 Panel Regression ﬁﬁﬁfﬁ;-‘% 0 ‘jﬁé &
#ic i Tenure ¥2 Tenure2 » A~ 4|4 CEO 1 iv# ¢ CEO 1 iF & Fé"al" i &%
B AQ 5 etk & o 4% dk EquityVolatility 5 %48k # A 5 FirmSizesgea ?
4> d log(fiscal total assets):- & {7 41 ; Leverage 5 = @ PAAE 54 5 © 3~ 2
g4I R Bl > p REEERER RN F 95 24% 0 2 & R Tenure 5 ¥ 28
AQ -

Result
Dependent variable:
AQ
(1) ) @) (4) ()
Tenure -0.003™ -0.002™ -0.002™ -0.002™ -0.002™
(0.001) (0.001) (0.001) (0.001) (0.001)
Tenure2 -0.0001 -0.00004 -0.00003 -0.00005 -0.00003
(0.0001) (0.0001) (0.0001) (0.0001) (0.0001)
EquityVolatility 0.00002 0.00004
(0.0001) (0.0001)
FirmSize -0.008™" -0.008™ -0.008™ -0.007™
(0.003) (0.003) (0.003) (0.003)
Leverage -0.018™ -0.019™
(0.009) (0.009)
Year F.E. YES YES YES YES YES
Firm-CEO F.E. YES YES YES YES YES
Observations 8,174 8,174 8,144 8,160 8,144
R? 0.023 0.024 0.024 0.025 0.024
F Statistic 8.011™ 8.004™" 7.432° 7.726™ 7.293™
(df=19; 6422) (df =20; 6421) (df =21;6396) (df=21;6408) (df=22;6395)
Note: “p<0.1; “p<0.05; *“p<0.01
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% 7~CEO 1 it & ¥ DISP &2 AQ 2. §2 58

T & EHTERE “OF-CEO” »t% 2 Panel Regression ¥ fir: ;-‘% ‘Hﬁ &
#ic i Tenure &2 Tenure2 » & W % CEO 1 iT# F¥2 CEO 1 iF#& F20-XP o %
#c DISP 5 ~ 47 B FERl 4 $2&  AQ 5 Bistk & - #4] % #c EquityVolatility
B B R FirmSize 3 o @ 44 0 d log(fiscal total assets):* & {8 ) ;
Leverage = 2 @ BT 54 5 o 2t » 2R > FoO WP SEERRR K
gt F G5 53% 0 R p REAR RS R F 95 5.3% - 1 & ¥ Tenure
kp ¥ 218 DISP &2 AQ ; i & % ¥k Tenure2 % ¥ %2 DISP -

Result
Dependent variable:
DISP AQ
1) (2) ®3) (4)
Tenure -0.008™" -0.008™" -0.002™ -0.002™
(0.003) (0.003) (0.001) (0.001)
Tenure2 0.001™ 0.001™ -0.00003 -0.00003
(0.0002) (0.0002) (0.0001) (0.0001)
EquityVolatility ~ 0.003™ 0.003™ 0.00002 0.00004
(0.0004) (0.0004) (0.0001) (0.0001)
FirmSize 0.074™ 0.072" -0.008™" -0.007™
(0.009) (0.010) (0.003) (0.003)
Leverage 0.073™ -0.019™
(0.031) (0.009)
Year F.E. YES YES YES YES
Firm-CEO F.E. YES YES YES YES
Observations 8,144 8,144 8,144 8,144
R? 0.052 0.052 0.024 0.024
F Statistic 16.746™" 16.746™" 7.432°" 7.293™
(df = 21; 6396) (df = 21; 6396) (df = 21; 6396) (df = 22; 6395)
Note: “p<0.1; "p<0.05; ""p<0.01
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48~z &P 1irE B DISP 2 28
T % 5 Panel Regression (7] 2= ¢ -CEO”) 2 i iz % - # ¥ Dummy_}
Tenure « *+ 3 i ik 5% 8 (% Tenure>3 5 1> % 2 Bl 5 0) - L ¥HEDISP 414
17 R FERIB E A HR o 454 % #k EquityVolatility 3 ' & & FirmSize : = &

40 d log(fiscal total assets)z:* & 7 1 5 Leverage 5 = & PAFR4E 45 0t 5 o

Dependent variable:

DISP
Tenure -0.013™
(0.005)
I((Tenure)*(Tenure>3)) 0.008™
(0.004)
EquityVolatility 0.008™"
(0.0004)
FirmSize 0.029™
(0.002)
Leverage 0.018
(0.017)
Observations 8,144
R? 0.052
F Statistic 89.758™" (df = 5; 8120)
Note: “p<0.1; "p<0.05; ""p<0.01
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% 9~ ¢ g1 ivEF CEO # DISP 2 g 58

T4 A FTERE “2F-CEO” »x% 2 Panel Regression ﬁﬁﬁfﬁ;-‘% o EJ& &
% Tenure ¥2 Tenure2 » A %]k % CEO 1 i ¥ #2 CEO 1 ¥4 RE20Lit o ji s
# DISP % & 47 B Fp R &4 47 o £+ % #ic EquityVolatility 5 7% 8 4§

FirmSize 5 = @ 4L# > d log(fiscal total assets)z* & #F 4! ; Leverage % = & P4 74§

ot oo
Dependent variable:
DISP
All Smaller than 3Y Smaller than 5Y
@ 2 ©))

Tenure2 0.001™ 0.003 0.003™

(0.0002) (0.005) (0.001)
EquityVolatility 0.003™ 0.002™ 0.002"

(0.0004) (0.001) (0.0005)
FirmSize 0.072™ 0.118™ 0.079™"

(0.010) (0.026) (0.015)
Leverage 0.068™ 0.123" 0.082"

(0.030) (0.066) (0.042)
Year F.E. YES YES YES
Firm-CEO F.E. YES YES YES
Observations 8,144 3,491 5,162
R? 0.053 0.057 0.054
F Statistic 16.222" 5.508™" 9.314™

(df = 22; 6395) (df = 22; 1992) (df = 22; 3562)

Note: “p<0.1; p<0.05; “"p<0.01
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% 10~CEO 1 it # FH DISP &2 AQ 2 ¥ (Rt id)

TAGHLERE “27-CEO” »% 2 Panel Regression it i Gk (¢ T*ﬁé %
#ic i Tenure 27 Tenure2 » A % 4 CEOQ 1 i¥& ¥ ¥ CEO 1 i¥ & fR2ixis ,0 k-2
# DISP % ~ 47 B3R B4~ 40k 5 AQ & stk S8 o #1241 % i EquityVolatility
SO # & 5 FirmSize 2 2 @ 240 4 log(fiscal total assets)z+ & & ) ;
Leverage = = @ BAZRAF 15 0 5 o 2 r 204 B > SO P SHERAER K
gt F G5 53% 0 R p REAR RS R F 95 5.3% - 1 & ¥ Tenure
kp ¥ 218 DISP &2 AQ ; i & % ¥k Tenure2 % ¥ %2 DISP -

Result
Dependent variable:

DISP AQ
1) (2) 3 4
Tenure -0.008" -0.008" -0.002 -0.003
(0.003) (0.003) (0.002) (0.002)
Tenure2 0.001"* 0.0002** -0.00002 -0.00003

(0.0002) (0.0002) (0.0001) (0.0001)
EquityVolatility — 0.003° 0.003° 0.00002 0.00004
(0.001) (0.0013) (0.0002) (0.0002)

*kk *kk

FirmSize 0.0747" 0.072 -0.008 -0.007
(0.011) (0.011) (0.007) (0.007)
Leverage 0.068" -0.019
(0.033) (0.023)
Year F.E. YES YES YES YES
Firm-CEO F.E. YES YES YES YES
Note: “p<0.1; "p<0.05; “"p<0.01
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21U ~2#p1ivEFHDISP2 BT (Rl i)
T % 5 Panel Regression (7] €= ¢ -CEO”) 2 i jfig % - # ¢ Dumm;y_i;f;;
Tenure « *+ 3 i ik 5% 8 (% Tenure>3 5 1> % 2 Bl 5 0) - L ¥HEDISP 414
7 B FRRIE B4 AR o #24] % 8 EquityVolatility % 2R & & FirmSize : 2 @

40 d log(fiscal total assets)z:* & 7 1 5 Leverage 5 = & PAFR4E 45 0t 5 o

Dependent variable:

DISP
Tenure -0.013™
(0.003)
I((Tenure)*(Tenure>3)) 0.008™
(0.003)
EquityVolatility 0.008™
(0.003)
FirmSize 0.029"™
(0.005)
Leverage 0.018
(0.024)
Note: “p<0.1; “p<0.05; ““p<0.01
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%12~ ¢ 1 itEF CEO$ DISP 2 38 (it d)

T4 G FWA Y “2P-CEO” 2tk 2 Panel Regression it fF 5hs (b ifﬁé %
#ic i Tenure ¥2 Tenure2 » A~ 4|4 CEO 1 iv# ¢ CEO 1 iF & il 5 i T
#c DISP 5 » 47 B FR R 4 4T& © ¥4 % i EquityVolatility 3 2% i $omes

FirmSize 5 = @ 4L# > d log(fiscal total assets)z* & #F 4! ; Leverage % = & PA7+4f

ot oo
Dependent variable:
DISP
All Smaller than 3Y Smaller than 5Y
1) () ®3)
Tenure2 -0.008" 0.003 0.003"
(0.003) (0.005) (0.002)
EquityVolatility 0.0002"™ 0.002 0.003
(0.0002) (0.001) (0.002)
FirmSize 0.003" 0.118™ 0.079™
(0.0013) (0.032) (0.019)
Leverage 0.072™ 0.123" 0.082"
(0.011) (0.059) (0.040)
Year F.E. YES YES YES
Firm-CEO F.E. YES YES YES
Note: “p<0.1; p<0.05; *"p<0.01
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