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ABSTRACT

The long-term excess returns for Asia Pacific ADRs listed on the NYSE from 1990 through 2009
are tested to determine differences in performance and evidence of decade-long market timing
effects. While the overall sample outperformed the S&P 500 Index during the first 36 months of
trading by over 13 percent, those ADRs listed before January 1, 2000 underperformed by 21
percent while those issued after outperformed the index by 31 percent. A similar market-timing
effect is seen by breaking IPOs and SEOs down by date of issue as well. The results suggest Asia
Pacific ADRs provided great diversification benefits during the volatile US markets during the
2000s.
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1. INTRODUCTION

International investing allows individuals to diversify portfolios in such a way as to offset
losses during bear markets in certain countries. Jiang (1998) and Officer and Hoffmeister (1988)
suggest American Depository Receipts (ADRs) provide this diversification benefit for US investors
by giving them a way to invest in global companies on their own domestic exchanges. While some
studies, such as Callaghan et al. (2000) find ADRs outperform domestic market portfolios, others,
such as Foerster et al. (2000) find ADRs underperform the market index. Schaub (2004) suggests
that these studies have differing results based on when the ADRs are listed and finds ADRs traded
on the New York Stock Exchange (NYSE) outperformed the S&P 500 during bear markets in the
US and underperformed the index during U.S. bull markets. If Schaub (2004) is correct, then
ADRs listed in the 1990s should underperform the domestic market index and those listed during
the 2000s should outperform it. Schaub (2012; 2013a; 2013b) finds that this effect does in fact exist
for ADR IPOs and SEOs as well as Latin American ADRs and emerging market ADRs. The
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purpose of this research is to determine whether Asia Pacific ADRs listed on the NYSE provided
international diversification benefits to US investors during the stock market crashes and volatility
of the 2000s as compared to the steady growth in the 1990s.

2. BACKGROUND

The ADR was created in 1927 during an incredible booming US stock market by the
investment firm of J. P. Morgan. The idea was to give US investors a way to buy foreign company
equities without dealing with foreign currency transactions or trading on foreign exchanges.
Essentially, long before the emergence of mutual funds, US investors could easily diversify
internationally with trades on their own domestic exchanges and in the over-the-counter market.

The process of creating an ADR involves a large international bank bundling shares of
international stocks until their dollar translated value was equivalent to most US stocks. Whether
the bundle contained one share or twenty shares of the foreign stock, a receipt was sold against the
bundle and traded like one share of stock in the US. Sponsored ADRs involve the sale of foreign
shares with the involvement of the foreign firm, although the large bank can also bundle the shares
of a firm without their involvement (called unsponsored ADRs). Also, a foreign firm’s first US
issue is considered an initial public offering (IPO) whereas previously issued or subsequent issues
listed in the US are considered seasoned equity offerings (SEOs) by the NYSE.

There are various additional risks involved in ADR investing. Country risk, the risk of the
issuing country and/or region where the company is headquartered, can affect ADR share prices
since the value of the share in the originating country determines the value of the ADR in the US.
If an investor purchases ADRs from different regions, they may diversify most of the country risk
away. Also, since the original shares are valued in their own currency before being translated into
dollar values, there is a level of foreign exchange risk involved. Changes in the values of foreign
currencies relative to the US dollar can therefore increase or decrease returns to US investors in
ADRs.

Several ADR studies examine returns for a holding period of one year or longer from the initial
listing date of the ADR portfolio relative to a US index. These studies normally employ the same
methodology as IPO studies (for example, see (Schaub, 2003). Callaghan et al. (2000)) found a
portfolio of 66 ADRs issued from 1986 through 1993 and listed on the New York Stock Exchange,
American Stock Exchange and the NASDAQ outperformed US domestic market portfolios by
7.5% to 19.6% in the first year of trading depending on the listing exchange. Although they did not
specifically focus on Asia Pacific ADRs, they found emerging market ADRs significantly
outperformed those issued in developed markets when compared to the market index.

Foerster et al. (2000) focused on monthly excess returns for three years from the issue date.
Their sample consisted of 333 ADRs listed on the NYSE, AMEX and NASDAQ from 1982
through 1996. Overall, their findings were that, for the 36 month holding period, ADRs
underperformed the domestic market index by nearly 15%. Their findings included ADRs from the
Asia Pacific region (which underperformed the Datastream index by over 19%). Overall, they
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concluded that ADRs behave much like IPOs in that they tend to underperform the market index in
the long-run (Ritter, 1991).

Schaub (2003) examined 179 NYSE-listed ADRs that were issued from 1987 through mid-
1998 and found that the total sample of ADRs underperformed the S&P 500 during the initial 3-
year trading period by nearly 20%. Included in the findings was that the Asia Pacific issues
underperformed the market index by nearly 30%. Since the ADR studies provided different
conclusions as to how ADR portfolios perform compared to the US market index, Schaub (2004)
segmented a sample of 143 NYSE-listed Asia Pacific and European ADRs listed from 1987
through September 2000 into those trading through the US bull market versus those trading through
the US bear market. The author found that the entire sample of Asia Pacific ADRs underperformed
the market by 18%. However, after breaking the sample down into those trading through the bull
market and those through the bear market, the results showed the bear market ADRs
underperformed the index by only 1% over a 3-year trading horizon while the bull market ADRs
underperformed by nearly 23%. Hence, Schaub (2004) suggested that market timing may affect
ADR returns and make them a good diversification tool. Other studies found stock market timing
effects for NASDAQ-listed ADRs (Schaub, 2009), IPOs and SEOs (Schaub and Highfield, 2004)
and emerging market issues (Schaub and Highfield, 2006).

Schaub (2004) findings of Asia Pacific ADR performance is potentially weakened by the fact
that it only contained 8 observations trading through the US bear market out of a total sample of 39
Asia Pacific ADRs. Also, although the bear market ADRs did outperform the bull market ADRs
relative to the index, the bear market ADR portfolio did not outperform the index itself.

Previously mentioned studies identified stock market timing effects but were weak in that they
compared ADRs in a very long bull market to those in a short bear market. Identifying where to
segment the sample in such a case is difficult since a 3-year trading window can easily include both
a bull and bear market period. In this study, the sample period is expanded far beyond that of
Schaub (2004) to include many more cases of Asia Pacific ADRs. The particular emphasis in on
the differences in ADR performance for issues listed in two very different decades. The 1990s saw
a strong US stock market with a steady upward trend whereas, in the 2000s, the US market was
extremely volatile with a stock market bubble bursting in 2000, the September 11" terrorist attacks
the next year, a period of rebound for equities, and finally a severe decline resulting from the
mortgage market crisis. Essentially this research examines whether the Asia Pacific ADRs listed
and trading through the period of market crashes and volatility (the 2000s) outperformed the
market index and provided actual international diversification benefits to US investors. Schaub
(2012; 2013a; 2013b) found that the excess returns for ADR IPOs and SEOs, Latin American
ADRs and emerging market ADRs listed in the 2000’s significantly outperformed those listed in
the 1990’s. In keeping with these findings, this research further looks at the differences in
performance of the IPO and SEO Asia Pacific portfolios based on date of issue as well.
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3. RESEARCH METHODOLOGY

For purposes of this research, standard excess return ADR performance methodology is
utilized as in Schaub (2009). The total sample of NYSE-listed Asia Pacific ADRs consists of 90
ADRs that were listed from January 1, 1990 through December 31, 2009. The sample can be
broken down by IPOs (64 ADRs) versus SEOs (26 ADRs) and by ADRs listed in the 1990s (31
ADRs) versus those listed in the 2000s (59 ADRs).

For reporting and testing purposes, excess returns are computed by subtracting the returns of
the appropriate index from the returns of the ADRs. Because this study examines NSYE-listed
ADRs, the S&P 500 Index is considered the appropriate proxy for the market return (see (Schaub,
2003)) and (Schaub, 2004).

Monthly excess returns and cumulative excess returns for the first 36 months of trading are
computed as shown in Equations 1 through 3. The excess return for security i during month t (xr)
is computed as the difference between the return of the security in month t (r;; ) and the return of the
S&P 500 market index in month t (r). This is shown in equation 1 below.

Xl =i (1)

The average excess return for the sample during month t (XR;) is computed as the simple average
of the sum of the excess returns of each of the n securities as shown in Equation 2 below.

1 n
XR=1 2Xr: @

Once monthly average excess returns are computed, cumulative excess returns as of month s are
computed as the summation of the average excess returns starting at month 1 until month s in
Equation 3. Here, s ends at month 36 since the return period is for the first three years of trading.

CXR.= ; XRt )

Monthly average excess returns and the cumulative excess returns are tested to determine
significance using a Z-score as in Schaub (2009). For convenience, P-values for these tests are
reported and indicate whether monthly and/or cumulative average excess returns are significantly
different from 0 using a .10 alpha level.

4. ANALYSIS AND RESULTS

In Table 1 the excess return analysis for the entire sample is broken down by type of issue
(IPO versus SEQ). The total sample results for the 90 Asia Pacific ADRs shown in the first panel
indicates that there were 10 months of significant excess return performance, with 6 months of
positive excess returns and 4 months of negative significant excess returns. The cumulative results
for the entire sample show that from the 24™ month through the 36™ month the Asia Pacific ADR
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portfolio had significant positive excess returns. By the end of the 3-year initial trading period the

ADR portfolio return exceeded the S&P 500 index return by over 13 percent.

The second and third panels of Table 1 show that splitting the Asia Pacific ADR portfolio into

IPOs and SEOs revealed that there was not much difference in their overall return behavior for the

36-month trading period. Each sample enjoyed a few months of significant cumulative excess

returns over and beyond that of the S&P 500, but overall the portfolios performed about the same.

Table-1. Performance by Month for Asia Pacific NYSE-Listed IPO and SEO ADRs (January 1990

— December 2009)
All bgia Pacific ADRs Lga Paific TPD ADRa Aigia Pacific SEO £DRs
{90 Chservations) (64 Chaervations) {26 Choservations)
Month | R Pyvae CHR Povalug iR Poale CER Pvalug iR Pyalue CHR Povalug
+1 |09 032 093% 032 LB0% 0@ L& 026 Q13 032 Q3 03
+2 0 (33 0m 420% 009 49484 004 6% 008 0.50% 040 17 030
+3|-18% 012 244% 025 S0 000 138 03 05% 007 423% 016
+4 | 210% 013 454% 013 34N 0 SAL Y Qa3 03 200 028
+3 | 101% 012 fd3% 007 153% 0213 673% 012 284% 008 it 014
+6 |11 0.4 32013 A0 03 a0, 1A s 047 3% 015
+7 |21 0l T4¥, 07 283 010 T83% 012 045% 043 f38% 015
+3 |34 001 03 023 3% 002 0% 029 23 016 0% 0
+0 |24 002 Lidw 030 AR 008 12 043 100 012 3% 0w
HOo |2 007 0533 048 S8 008 8 040 nesy 033 200% 033
H1 |- 148% 013 108 037 048 033 263 034 330 009 3% 048
+H2|-031% 043 AIF 03 ldAn, 02a A0 030 23y 0IR 207% 040
+HI |43 00k 005w 030 263% 0l 40 043 135% 024 624 033
+H4 | 1d48% 019 Lilv 04l 132% 02 009% 050 181% 013 343 026
S I s 1 i 012 ek 010 s 0w 469% 001 1012% 012
He | -18% 015 40 03 3% 019 115% 045 Q1 03 BO5% 016
H7 |00 04 4% 03 0y 03 190 041 13 013 9% 02
+HE | 149% 017 % 024 165% 0M 57 035 lany 019 BEO% 017
+HO | 149%  0lé 679%  DIR 243% 013 a00% 027 D14% 047 B 01
0 |0 03l Ta0%  0l1A 106% 032 108 024 0l 044 202 018
21 |-1M 02 f36% 021 LB 0l 09 03l 035% 040 947 017
2| 13% 0lh 192 Dl1A iy 037 S80% 029 168N 004 1315% 010
+23 | 0640% 034 52 015 nny 03 652% 017 2% 043 1343% 010
24 |1308% 0 1157 008 442% 002 n94% 016 023 045 1314% 011
5| 041% 040 1199% Q08 n3s% 040 1149% 013 ooy 048 1322% 01l
5 |-013% 048 1185% 008 nigs 047 1163% 013 2l 034 1241% 013
27 |04 03 1234% 008 nEw 033 1250% 014 467 0.3 1194% 014
2| 240% 008 1474% 005 i3 00 16.12% 008 Qa2 03 1133% 015
0| 14% 022 1333 007 g 03 1436% 011 D54% 039 1079 017
#0011 012 15y 008 190% 018 16.26% 009 14% 04 1225% 014
+#1 | -1sd% 013 1346% 007 2N 012 1406% 012 D26 045 1190% 015
#3521 01 1231% a0 138 00 1270% 013 Dadn 035 13y 017
31| 312% o 1543% 005 3a0% 0 1621% 010 218% 020 1353% 013
34| -2E M 130T 0 216% 0l 1405% 013 28 07 1046% 019
33 |-0M% 043 1283% 009 105 02 1300% 015 135 017 1241% 018
36 |039% 03 1322% 009 096% 028 1396% 014 103 0 1138% 012

®The computation of average excess returns (XR) is described in equation 2 in the text and the

computation of cumulative excess returns (CXR) is described in equation 3 in the text. P-values in

bold italics represent returns that are significant at the 10% alpha level.
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Table-2. Performance by Month for Asia Pacific NYSE-Listed ADRs by Date of Issue
(January 1990 — December 2009)?

L1 Asia Pacific A0Rs LTHs Listed Before 2000 ADRs Listed After 1-1-2000
(90 Chservations) (31 Ohservations) (59 Chaervatinns)
Motk | ¥R Prvale CHER Povalue ZR Pvale CXR Pvalus iR Povalue CXR Povalus
+1 0.95% 032 0.95% [ik¥] 052 040 5% 040 1.73%, 028 1.73%, 028
+ 12 334% 008 429%, a0 1.24% 040 0.71% 045 4.45%, 04 6.18% o0
+3 lEs 012 244%, 025 3T 028 D66y 046 Al 016 4074 01%
+4 2.10% 013 4 54%, 013 Al 014 3R 028 4 88%, 03 B05% 0.0
+ 35 191% 012 6.45% a7 0.75% 037 G312 033 158 012 114w, om
+6 AT 024 528% 013 093 038 -405% 030 S129 02 1018 00
+7 2.14% 011 7.42% a7 a4 032 53 025 307 03 1415% 00
+ 3 3.4 Q01 305% 023 Slagy 028 S104 021 445 001 0.70% a7
+ 0 -2.40%, 02 1.54%, 039 AT 02 -1032% 012 -19d4 012 T 013
+0 -2.06% a07 053 048 2200 003 331 007 -158w 022 6.19% 019
+1 s 013 S18Es 037 Al 002 e 003 040 04l 5709, 0322
+z2 031% 043 2% 033 124% 030 1487 008 143 0 4 36% 0328
+3 232% (08 0.05% 050 234% 1] 254 011 231% 012 6 66 020
+4 1 46%, 019 1.51% 04 366 003 A1620% 008 415% 103 el a0
+5 355% 003 5.05% 022 505% i AL15 015 2735% 013 1357 004
+é esh 015 3.40% 031 .26 000 T4l 008 077 037 1433 003
+7 0.02% 049 3.48% 031 lENG 019 1923 oM 0.98%, 025 1531% oM
+13 169%, 017 5.10% 024 19 022 S2102% 003 3.50% a07 1883 o
+9 1 69%, 016 6.79% 018 139 031 W30V 003 335 ioa 0BV o0
+20 0.30% 031 7 60% 016 054 042 SR 003 1.31% 023 PR
+21 Qs 02 6.36% 021 S226% 020 A5 0m 0o 033 LB, oo
+22 1.56%, 016 7.00% 0.1 Sl4r 029 S26.59% 00 316% Q05 2605% 000
+23 0.60% 036 2.52% 015 0.66%, 040 S2593% 0 0.36% 040 A 0o
+24 306%, 0 0d 1157 Q08 2200% Q07 S2892% 00 6.23% Qo0 TAESY 000
+25 0.41% 0.40 1199% Q08 L61% 034 21 o 21 045 A4 000
+26 013 046 1185% 008 3 06%, 017 S2425% 0 SLE 011 I0EI 0o
+27 0.48%, 037 1234% Q08 227% 021 S2199% 008 045 039 03T 000
+28 2.40%, 008 1474% 005 326% 021 BT 010 1.95% 01 323 oo
+29 4y 022 1333% 007 Sla 032 2023 009 Slag 0y 3084 000
+30 137% 012 1510% 008 1.41% 029 -1882% 011 1 96%, 0.14 3203 000
+31 adn 013 1346% Q07 093 038 1904 oI 2202 011 090% 000
+32 15 018 1231% 009 1.02% 034 SBT3 012 228 00 862 00
+33 312% 02 1543% 005 0.29% .48 B4l 012 461% Q01 A 000
+34 A 0 0d 1307% Q09 253 019 S0 01 W23 007 30ES 000
+35 024 043 1283% 009 0898% 032 210 009 0.15% 047 3100 a0r
+34 0.39% 039 1323% o0m 0.55% 043 S1.20% 010 0.30% 0.41 3130% oo

% See footnote to Table 1.

Table 2 compares the performance of the combined sample of ADRs listed before and after
January 1, 2000 to capture market-timing effects in the total portfolio. The 31 Asia Pacific ADRs
listed in the 1990s (before 2000) shown in the second panel reveals seven months of significant
excess returns, six of which were negative. The cumulative excess returns were negative every
month but one and included many months of significant losses relevant to the S&P 500 index. The
losses were as high as 28.92 percent in month 24 but finished out the three-year holding period
with an underperformance of over 21 percent relative to the market index. Essentially, while the
US stock market boomed (the 1990s) the Asia Pacific ADRs underperformed the index.

In the third panel of Table 2, the 59 Asia Pacific ADRs listed in the 2000s are shown to have
outperformed the market. Eleven months of significant performance had 8 significant gains and
only 3 significant losses relative to the index. However, every month of cumulative excess returns
outperformed the index. Most months reported significant excessive gains that got as high as 33
percent in month 34 and finished out the 36-month period with a 31.3 percent cumulative excessive
gain when compared to the S&P 500 index. The results shown in Table 2 conclusively show the
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diversification benefits of Asia Pacific ADRs because the sample that traded through the times of
US stock market volatility and crashes (after 2000) significantly outperformed the US market
index. In fact, those ADRs listed after 2000 outperformed those listed before 2000 by over 52
percent relative to the S&P 500 index.

In Table 3, the Asia Pacific IPO ADR portfolio is broken down into those listed in the 1990s
(22 ADRs) and those listed in the 2000s (42 ADRs). The IPO ADRs trading in the 1990s
underperformed the S&P 500 index by over 24 percent by the end of the 3-year trading period.
Cumulative excessive losses got as high as 35.47 percent in month 24 for this portfolio. These
results differ starkly from the IPO ADR portfolio from the 2000s where the 3-year excess returns
beat the S&P 500 by over 34 percent. The cumulative excess return performance of this portfolio
was positive for the entire 3-year initial trading period. The cumulative excessive gains relative to
the market index totaled as high as 36.6 percent in month 33. Comparing the performance of the
before 2000 IPO ADRs to that of the IPO ADRs listed after 2000 reveals an over 58 percent
difference in performance relative to the market index. Once again, these differences suggest
market timing plays an important role when diversifying internationally using Asia Pacific ADRs.

Table-3. Performance by Month for Asia Pacific NYSE-Listed IPO ADRs by Date of Issue
(January 1990 — December 2009)*

LT kgt Panific [PO AR Lma Pacific [FD ADHg Isaed Before 2000 Ligta Pacific [PO ATRs laged After 1-1-2000
(64 Chsgervations) (22 Ohgervations) (42 Chservations)
Ilmth | ¥R Poale  CHR Povalue iR Poale  CHE Pusralue =R Poalue  CHR Povalue
+1 1 E0% 026 L a0% 0.26 nal% 0.4 0.61% 0.42 248, 027 248, 027
+2 4.04%, g 6.74%, 008 3.54%, 03l 4. 16% 029 5B 005 3.00%, 004
+13 S 000 198% 0.36 SO0 002 N2y 048 504 003 306% 030
+4 3.48%, a1 5.19%, 017 23w DR G330 036 6.55%, 003 060%, a0
+ 3 1.53% 023 6135 012 1 88% 02 QA 044 135% 032 098 007
+ 4 B ] S02% nau 4Ew 057 AEM 039 -1E3 024 012y 012
+17 1R [iY/] TES 012 21 0ZE 498 032 5445, 003 1456% 004
+ 2 S0 00 300% 029 a7 053 AR 028 503 000 043 014
+9 SAEEY 008 1.33% 043 200 008 BEd 020 2251w 012 691% 022
+10 SlEW 008 B ] 1w 001 BENEy ANV S268% 016 424y 032
+11 OeEy 053 Slam, 03 A0y 003 TENL 007 109% 029 53% 029
+12 QA 036 403, 030 103% 03l J1550 01l S3E0% 007 208 042
+13 2483% 011 Slams 043 2E0% 025 B Y 2547 015 456% 033
+14 1532% 0z 00w, 040 N s A 1X1)) 1784 009 471% 008 03T 019
+135 3.08% a1 3.00% 037 4.42%, 009 -1353% 017 238% 023 11e5% 015
+16 SlE 019 1.15% 0.45 A4 000 S202ev. 008 0Ny 04l 1238% 014
+17 0.78% 03t 1.93% 042 S158% 027 WA aoT 2% 0135 1437 01
+18 1a3% 024 35T 0.35 A5l 04l 2435 005 382 012 1820% 008
+19 243% 013 6.00% 027 -250% 023 SBENS 0 S01%. 004 B20% 003
+20 106% 02 T06% 0.24 074 04 SR 0 200% 024 2521% 002
+211 B N IATi] S09% 031 173 029 WAL Q0 -209% 020 BT oo
+22 0.70% 03y SE0% 029 303 020 3335w 002 266% 015 2578 002
+23 0.72% 0.3z 6.52% 027 1.28% 035 3T 003 043% 044 2621% 003
+24 4.40%, 003 09y 014 A4 0 54T 002 0 04%, o0 3525% 001
+15 0.55% 0.40 1149 013 2T 0z 3205 003 -0.59% 039 466%. 001
+26 0.14% 0.47 11439 013 62715 008 AT 007 307 008 31.59% 001
+27 D& 0z 1250 014 348% 01z S22y 0l -050% 041 3109% 001
+28 3A3% 00g 1612 008 530% oir 1T 01E 275%. 009 3383 001
+20 A 08 1436% 011 Al 034 BRI S 027 3210% 001
+30 1.00%, 0.18 L6289 009 018 048 J19ET 016 200% 01 0o o0
+31 A% 013 1406% 0132 s 035 2133 01s -255% 011 3254y 002
+32 AEN 030 127 013 000 03 223 014 -15dy 019 3100% 002
+33 3.50% 04 1621% Q10 050 043 220 014 5 B0%. 001 3660% 001
+34 Al 01l 1405 013 Dy 042 S233e% 014 SRR om 3365 002
+35 A DI 1300 013 03 013 3 01 -00f% 050 3364k 002
+36 0.96% 029 1396% 014 1.91% 031 -24.48% 013 O46% 040 3410% o0

% See footnote to Table 1.
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In Table 4, a similar, but not as pronounced, excess return performance is shown by the
portfolio of 26 Asia Pacific SEOs. The SEO ADRs listed in the 1990s (9 ADRs) underperformed
the S&P 500 market index by over 13 percent (though not statistically significant). Once again the
ADRs listed in the 2000s (17 SEO ADRSs) outperformed the market index. The underperformance
of the 1990s sample was as low as 22 percent below the market (in month 29) while the
outperformance of the 2000s sample exceeded the market by as much as 28.9 percent (in month
26). Overall, the SEO ADRs trading through the 2000s outperformed the index by over 24 percent.
As seen with the IPO ADRs from the Asia Pacific region, the SEOs trading through the troubled
US period (the 2000s) outperformed those trading through the stable growth period (the 1990s) by
over 37 percent relative to the market index.

Table-4. Performance by Month for Asia Pacific NYSE-Listed SEO ADRs by Date of Issue
(January 1990 — December 2009)?

Ll bsia Pacific SEQ ATRs Lsia Pacific SEO ADEs lssued Before 2000 Lisia Pacific SEQ ADRs Issued &fter 1-1-2000
(26 Chservations) (9 Ohservations) (17 Chservations)
Month | XR Prvale  CXR Povalue iR Prvale  CHR Povalue iR Povalue  CHR Povalue
+1 Q13 032 A3 03 330 00 3E1% 008 00¥. 00 [N ]
+12 0% 040 A7 030 Al 000 AV 000 143% 034 144% 038
+3 595% 001 4.23% 0.16 7.50% 008 021% 049 513w 003 g5E 012
+4 QA 03 292% 0 S G430 04l 037 04 735% 013
+5 284%, 008 5.76% 0.14 202% 025 A 015 54l 002 12708 0
+6 0.17% 047 593% 015 041% 045 S05% 019 005 049 1280 005
+7 0.45% 0.43 6.38% 0.15 066%, 0.44 £39% 024 034 04 1314% Q08
+8 23%% 016 401% 027 162% 026 B01% 019 A0 041 1038% 012
+9 Ay 012 231% 037 386% 003 19T 010 031% 039 9ETN 014
+0 062% 033 299% 033 019% 048 Jd216% 011 L14% 024 1ot 012
1 3% 009 031% 048 88 0l 1401% 008 A0 013 o4y 024
+2 238% 018 207% 0.40 0.37% 0.43 1313 012 3% 0le 1012% 017
+3 1.55% 024 362% 033 121% 034 182 015 173 0 1125 014
+4 131% 018 543% 0.26 002% 050 194 016 17w 012 1463 009
+3 480%, 001 1012% 012 GA1% 004 SE3 034 66 008 1829% 008
+Hé QA% 030 295% 0.16 S0 007 043 021 091%  03% 1920 005
+H7 LE 013 709% 0.22 2420 025 BRI 156 018 176d% 007
+HE 1.80% 019 2.89% 017 001% 050 28T D1E 178 0l 040 008
+9 O14% 047 8.75% 018 1.68% 0.35 A1 02 0% 033 1930% 008
+20 0.17% 046 292% 018 007 049 A126% 022 030 044 1960 0da
+21 0.35% 040 9.47% 017 333 0 481% 017 208 0o I o
+22 368% 010d 13.15% 010 229% 025 J1252% 022 442 005 o4y 002
+23 0.28% 0.43 13430 010 OE6% 036 J1338% 020 0%, 034 ek 0
+24 08% 045 1314% 011 0.47% 044 A291% 02 a0 04l w03 002
+25 0.09% 043 1322% 011 A% 03l -1403% 020 072 037 a5 002
+26 OEl% 034 1241% 013 AE0 010 1883 013 2o, 028 o4 002
+21 04% 039 1154 014 O7% 039 A19.53% 013 033 04 Al 002
+28 L% 03l 1133% 015 105 020 21N 01 00%s 049 a0 00
+29 058% 039 10.79% 017 075% 037 0 010 043 043 W1 003
+30 1.46% 0.27 1225% 014 5.30% 0.16 T3 01E 058% 039 2159 002
+31 0% 045 1199% 015 062% 040 A611% 019 073 039 Jagek 003
+32 064 035 1134% 017 593% 001 10.19% 029 Al 001 24 008
+33 218% 020 1353% 013 222% 036 97 034 ey 040 M400% 043
+34 2EW 007 1066% 019 45 007 BE X I 097 030 2394% 008
+35 1.75% 017 1241% 016 403% a1 1039 030 054% 040 1443 008
+36 AW 027 1138% 013 279 023 BERE ] 009% 048 W30 008

* See footnote to Table 1.

5. CONCLUSIONS

This study adds to the relevant literature by providing strong evidence that there exists a long-
term market timing wealth effect when investing in Asia Pacific ADRs. This effect was shown to
be sustainable over entire decades. As one would want from international diversification, when the
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US stock market was suffering times of excessive volatility and severe losses (the 2000s), the
NYSE-listed Asia Pacific ADR portfolio was significantly outperforming the S&P 500. Overall,
the total portfolio of ADRs listed in the 1990s and 2000s outperformed the US market significantly.
However, after breaking the performance results down by when the ADRs were listed, an obvious
advantage existed for US investors that diversified internationally with Asia Pacific ADRs while
the US market was performing poorly (the 2000s) as compared to when the US market was doing
well (the 1990s). These results strongly suggest that diversification in Asia Pacific ADRs may
serve as a type of portfolio insurance when the US market declines or experiences extreme
volatility.
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