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ABSTRACT

A Special Purpose Acquisition Company (SPAC) idamk check company with no business
operation but management quality. It raises moregugh unit IPO and put proceeds in a trust
account for future business combination. In thet J@® market, the market price would reflect the
value of trust account and management quality ofifably acquiring a firm with business operation.
Thus, SPACs provide a unigue setting to examinetloeng of management quality. Compared with
regular IPO firms, SPAC management has more ing@siperience and the market put a higher value
for SPACs with better management experience. SPAi@ls higher market value for management
experience take less time to consummate businesbication and have better long-term unit price
performance. The results imply that managementrexpee is valuable and has a significant effect on
the performance of IPO or business combinationo Ashorter time to deal or better long-term unit
price performance during IPO or business combingpieriod leads to better unit return performance
or more institutional interest of SPAC business bmation. The results are consistent with the

merger-driven IPO literature.
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CHAPTER 1INTRODUCTION

A Special Purpose Acquisition Company (SPAC) idamk check company with no business
operation but management quality and reputatiodividuals, who generally possess merger and
acquisition experience and who specialize in aifipendustry, form a management team and hire an
investment bank to underwrite an Initial Public @iihg (IPO) to form a shell company. Then, within
18 to 24 months, they identify a reverse mergegeiaas indicated in their prospectus. The IPO
proceeds are stored in a trust account and invastask-free securities, such as Treasury billstlu
the merger deal receives approval. If they recapgroval from their shareholders, they use the IPO
proceeds to consummate the deal. If they cannetwve@approval from their shareholders, then the IPO
proceeds goes back to the shareholders. So, st of the SPAC IPO itself contains an investor
protection device. As we can see from the definitaf a SPAC deal, management quality and
reputation is the key to the success of the deal.

The role of institutional investors, venture calgta and underwriters in explaining the IPO
pricing mechanism has been widely debated in theature (Benveniste and Spindt, 1989; Megginson
and Weiss, 1991; Carter and Manaster, 1990). Howexmeg much finance literature focuses on the
role of a firm's management quality and reputation explaining the mechanism. Recently,
Chemmanur and Paeglis (2005) empirically examieerghationship between the firm’s management
quality or reputation and IPO characteristics ostg®O performance. They find that superior
management quality and reputation results in larf@® offer size, attracts more reputable
underwriters and institutional investors, reduceslanwriting expenses and IPO underpricing and
increases post-IPO long-term stock returns andabipgrperformance. Chemmanur and Paeglis (2005)
measure management quality and reputation by lgakirmanagement team characteristics, education
and experience. However, the role of managemenity@nd reputation in explaining IPO pricing
mechanisms is limited to the case of the commocksiieO. Investors invest in a common stock IPO

not only by looking at management quality and rapah but also by looking at the performance of
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the firm’s business operation. Common stock IPOeupidcing reflects not only the market value of
management quality and reputation but also thahefbusiness operation. However, this is not the
case for a SPAC. The role of management quality rapdtation in explaining IPO characteristics,
such as underwriter reputation or offering codt®udd be different between common stock IPO and
SPAC IPO.

The first objective of this study is to better uredand the market value of management quality
and reputation and its role in explaining IPO prigcimechanism through SPAC IPO. First, we explain
how the market value of management quality andtetjon is reflected in SPAC IPO underpricing.
Second, we empirically investigate the relationshgiween SPAC IPO characteristics, including
SPAC IPO underpricing, and SPAC management quatitireputation.

A substantial number of papers document the evelefgossible links between IPO activity
and business combinations in terms of motivatiolP@ (Schultz and Zaman, 2001; Brau and Fawcett,
2006) or timing of IPO (Brau and Fawcett, 2006).r®igpecifically, a private bidder considering a
stock merger could decide to go public to redugemasetric information (Hansen, 1987; Fishman,
1989; Eckbo, Giammarino and Heinkel, 1990). Regentlyandres, Zhdanov and Hsieh (2008)
theoretically predict the increasing IPO activitgfdre business combination reduces valuation
uncertainty. Also, they predict that the time bedwéhe IPO and the business combination is expected
to be increasing in the degree of valuation unasstaFinally, their model implies that an IPO cdul
be a way of raising cash to facilitate future bass combinations. Celikyurt, Sevilir and Shivdasani
(2008) argue that IPOs facilitate acquisitions biigating valuation uncertainty of the firm.

The second objective of this study is to better eushind the relationship among IPO
characteristics (including management quality agputation), the success of business combination
and institutional interest. First, we empiricallgvestigate the relationship between management

quality and reputation or IPO underpricing and theccess characteristics of SPAC business



combinations. Second, we look at the relationshprag such characteristics, abnormal returns around
business combinations and institutional interest.

Our main findings are as follows. Compared withutag IPO firms, SPAC management has
more experience and the market puts a higher alu€ PACs with better management experience
through IPO underpricing. Also, higher managemesieeence leads to higher offer size and lower
offering expenses excluding underwriter spread. G®Avith higher market value for management
experience take less time to consummate businasbications. SPAC IPO underpricing leads to
higher long-term stock return performance from SPB@iness combination announcement until
consummation. There are positive cross-sectioratisaships among time-to-deal, long-term unit
price performance and abnormal returns around SPWEIness combination announcement or
consummation. Specifically, shorter time-to-deall &#etter long-term unit price performance leads to
higher abnormal returns around SPAC business catibm consummation. Also, better long-term
unit price performance attracts more institutiangrest.

The contributions of this study are as follows.sEiit contributes to the IPO literature in the
sense that management experience is valuable thnangerpricing and related to IPO characteristics
and the success of business combination. Seconhk# the IPO underpricing to the success of
business combination which is consistent with il fyuality signaling theory of IPO underpricing.
Finally, it links post-IPO unit price performance time to deal to the stock return performance or
institutional interest of SPAC business combinatidbhe result is consistent with merger-driven IPO

literature.



CHAPTER 2 THE MARKET VALUE OF MANAGEMENT QUALITY:
IMPLICATION WITHIN SPAC |PO PRICING SETTING

We introduce the new implication of the market watf management quality in the following
manner.

MV, + PTA =Cprice,

where MV,,.; is the market value of management quality for é8ICi, Cprice, is the first

day unit closing price for each SPACPTA is the proceeds per unit in trust account for sleACi.

Given no business operations, the market valueP#&GSconsists of the proceeds in trust account and
the market value of management quality. So, thierdihce between the first day unit price and thre pe
unit proceeds in the trust account gives us th&ketaralue of management quality per unit. Since the
market value of management quality is measurabpagesof the first day unit closing price, we expec
the positive relationship between management quadmd SPAC IPO underpricing because

underpricing increases with the first day unit eigsprice given unit offer price.



CHAPTER 3HYPOTHESISDEVELOPMENT
3.1 Management Quality and Reputation vs. SPAC | PO Characteristics

The IPO underpricing puzzle is widely debated ie fimance literature. There are numerous
explanations for IPO underpricing and two confhigtiexplanations exist with different assumptions
about the asymmetric information. The initial ex@aon is beginning with Rock (1986). His
asymmetric information model assumes that somestove are better informed about the true value of
the shares on offer than are the investing puisistiing firms or underwriters. Informed investoeekg
crowding out uninformed in the primary market batl gheir participation is expected because
informed investors cannot take up all the sharédsred. So, uninformed investors should at least
break-even on average to participate in the maiketling to expected underpricing in all IPOs.
Collectively, firms benefit from underpricing besauthey attract capital from uninformed investors
through their continued participation in the IPOrkes. However, underpricing is costly for an
individual firm. Therefore, they have incentivesramluce it by reducing the information asymmetry
(Allen and Faulhaber, 1989; Chemmanur, 1993; Wel&d89). Recently, Chemmanur and Paeglis
(2005) argue that management quality reduces tHi@mation asymmetry of common stock IPO,
leading to reduced IPO underpricing. So, there khbe a negative relationship between management
quality and common stock IPO underpicing.

However, with a different asymmetric informationsasiption between issuing firms and
investors, we can interpret underpricing differgntf companies have better information about the
present value or risk of their future cash flowarttdo investors, underpricing can be used as firm
quality signaling (Allen and Faulhaber, 1989; Glatband Hwang, 1989; Welch, 1989). Recently,
Zheng and Stangeland (2007) document that IPO duadity, measured by the post-IPO growth in
sales and EBITDA, is positively correlated with IR@derpricing. They argue that the result supports

the notion that IPO firms with greater underpricarg of better quality.



We discuss that the market value of managementtyigimeasurable as part of the first day
unit closing price of SPAC IPO and expect positre&ationship between management quality and
SPAC IPO underpricing. The positive relationshigxplained by above-mentioned IPO firm quality
signaling argument. If the management quality regmés the IPO firm quality for certain firms, such
as SPAC IPO, it should be positively correlatedhwiPO underpricing. Especially, the argument
applies to SPAC IPO because SPAC is a blank chesipany and it does not have any operations
during the IPO process. So, the only firm qualignaling feature is the management quality. Also, i
has an incentive to signal firm quality to outsideestors to obtain their approval for future besis
combination. For common stock IPO firms, thererasmy other ways to signal their firm quality than
the management quality because they are operatimg.fAlso, they do not have any incentives to
signal firm quality through a “qualified” managenéeam because they are not obliged to succeed in
future business combinations led by such a teapw8alon’t expect the positive relationship between
the management quality and underpricing for comstook IPO.

Also, the success of SPAC IPO depends on the guaklinagement team who establishes the
blank check company, especially their industry egpee, and many SPAC specialists suspect its
relation with stock price fluctuation around SPAZOI and business combination period.

“...Investors are entrusting more and more money itlte hands of talented SPAC
management teams in the hopes that the SPAC migghtaf lucrative acquisition in a specified
sector... ... Investors entrust an ‘experienced’ fougdimanagement team to seek out and consummate
a value-building acquisition of an operating busse”

-‘SPACs Continuing To Grow And Evolve’ by M. Ridgw®arker and Randi-Jean G. Hedin,
Kelly Drye & Warren LLP-

“... We're seeing higher-quality management teamshwitoven ‘track’ records that are
extremely interested in this vehicle...”

-Ciaran O’Kelly, Head of U.S. equities at Banc ohérica Securities-
6



We set up a hypothesis based on the argument above.

Hypothesis 1. There is a positive relationship leetawvthe SPAC management quality and
underpricing of SPAC IPO.

According to Chemmanur and Paeglis (2005), bettdrraore reputable managers may be able
to select positive NPV projects, indicating a largguilibrium scale of investment, thus induce a
larger IPO offer size. As a SPAC has nothing bigpmanagement team, SPAC IPO should induce
a large IPO offer size.

Hypothesis 2. There is a positive relationship leetawvthe SPAC management quality and
SPAC IPO offer size.

Firms with higher management quality and reputaitiract top-tier underwriters (Chemmanur
and Paeglis, 2005). Management quality and remumtaduces information asymmetry between firms
going public and outside investors, as top-tieramaliters are supposed to do. So, it is easier for
underwriters to attract outside investors with tiedp of a reputable management team. By the same
logic, the quality management team of SPAC shotilch@ top-tier underwriters, and underwriter
reputation is positively correlated with the manmagat quality and reputation.

Hypothesis 3: There is a positive relationship leemvthe SPAC management quality and the
top-tier underwriter dummy of SPAC IPO.

Given the reduced information asymmetry generateduality management team through its
certification, underwriters and other intermediarmaight incur lower costs, underwriting spread and
other offering costs, in acquiring and transmittingprmation about firms going public. Also, the
reduction in outsiders’ information acquisition tofr firms with quality management could alsadlea
to greater institutional interest in the IPOs oflsdirms (Chemmanur and Paeglis, 2005). By the same

logic, the quality management team of SPAC shautdri lower costs and greater institutional interest



Hypothesis 4: There is a negative relationship betwthe SPAC management quality and the
underwriter spread or offering expenses of SPAC. [Pere is a positive relationship between the
SPAC management quality and the institutional mgdior number of institutions after SPAC IPO.

3.2 Management Quality, Underpricing and the Success of Business Combinations

When we apply the above-mentioned asymmetric indébion argument (Hansen, 1987;
Fishman, 1989; Eckbo, Giammarino and Heinkel, 1@#0)aluation uncertainty argument (Lyandres,
Zhdanov and Hsieh, 2008; Celikyurt, Sevilir andv@lasani, 2008) to SPAC IPO and its future
business combination, management quality and underp is the way to reduce asymmetric
information or valuation uncertainty by signaling/C quality to outside investors. The IPO literatur
documents underpricing as a signal of firm quafitybotson, 1975; Allen and Faulhaber, 1989;
Grinblatt and Hwang, 1989; Welch, 1989). We ardwa the market value of management quality is
part of SPAC IPO pricing setting, and managemeiaityuis the signaling device of SPAC quality
consistent with the positive relationship betweesnagement quality and underpricing. Based on an
asymmetric information or valuation uncertaintywargent and the IPO literature, management quality
or underpricing signals SPAC firm quality, reduesymmetric information or valuation uncertainty
and facilitates future business combination. Thecess of the future business combination will be
highly likely with the ratio of successful busineassmbinations to ones in progress, better long-term
unit price performance from IPO consummation ubtifiness combination and shorter time to deal
from IPO until business combination. So, we setallpwing hypotheses.

Hypothesis 5: There is a positive relationship leemvSPAC IPO underpricing and the ratio of
successful business combinations to ones in pregnethe long-term unit price performance from IPO
consummation until business combination. There isegative relationship between SPAC IPO
underpricing and time to deal from IPO until bussieombination.

Hypothesis 6: There is a positive relationship BemvSPAC management quality and the ratio

of successful business combinations to ones inrpssgor the long-term unit price performance from
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IPO consummation until business combination. Thisrea negative relationship between SPAC
management quality and time to deal from IPO uniginess combination.

The valuation uncertainty or asymmetric informatemgument will disappear as the success
probability of future business combination increasghorter time to deal and better long-term unit
price performance will increase the success prdéibalof future business combination, resulting in
better stock return performance around SPAC businembination. As SPAC business combination
involves the acquisition of a private company wstlomising investment opportunities, it will attract
more institutional investors if the success proligbof such business combination increases. So, we
set up a following hypothesis.

Hypothesis 7: Shorter time to deal or better logrgat unit price performance during IPO and
business combination period leads to higher abnoretarn around SPAC business combination
announcement or consummation. Also, better long-temit price performance leads to more

institutional interest after business combinationsummation.



CHAPTER4EMPIRICAL RESULTS

4.1 Data

The Reverse Merger Report from DealFlow Media isdusor SPAC IPO characteristics
information and we verify the information from Sety and Exchange Commission (SEC) S-1 or
424B documents (SIC=6770). The stock price dataoim Over The Counter (OTC) bulletin board
and http://www.eoddata.camlf the stock goes public through American Stoolclitange, we verify
the stock price through Center for Research in @gdarices (CRSP) database. The sample period is
from August 2003 through February 2008. The saropissists of 151 firms and 158 SPAC offerihgs

We also construct a matched sample of common d#®Ck We construct each sample by
matching the gross proceeds and date. Since thlentamnber of IPO is limited, the gross proceeds and
date do not exactly match for each IPO. So, wectsdethe matched common stock IPO with the
closest gross proceeds amount and date. The datatohed common stock issue is limited to one
month before and after the SPAC issue date. The SBP@tinum database or

http://www.ipo.nasdag.conms used for common stock IPO characteristics mfiron and we also

verify the information from Security and Exchangen@nission (SEC) S-1 or 424B documents. The
sample period for matched common stock IPO for SiB&Ges is from August 2003 through February

2008. The sample consists of 158 common stockingsr For the institutional holdings or the number

! The reason we use two different stock price dataces is because the stock price information ofesearlier SPACs is
not on current OTC bulletin board but fttp://www.eoddata.comWe verify the stock price information in this veite
with Bloomberg. Both the website and Bloomberg aottistock price information from major exchanged professional
employees for each company clean the stock prite. ddoth the website and Bloomberg do not extréotks price
information from each other. So, we think it isestd verify the stock price information of the wigdsvith Bloomberg.

2 Seven firms issued two different SPAC offeringsnify Partners Acquisition Co. offered series Atuticker=TPQCU)
and series B unit (ticker=TPQCZ). Mercator Partergquisition Corp. offered series A unit (ticker=MBU) and series B
unit (ticker=MPABU). Juniper Partners Acquisitionoi®. offered series A unit (ticker=IJNPPU) and seri2 unit
(ticker=JNPPZ). Good Harbor Partners AcquisitionrgCooffered series A unit (ticker=GHBAU) and seriBs unit
(ticker=GHBBU). Global Services Partners Acquisiti€orp. offered series A unit (ticker=GSPAU) andiese B unit
(ticker=GSPBU). Israel Growth Partners Acquisiti@orp. offered series A unit (ticker=IGPAU) and seriB unit
(ticker=IGPBU). Middle Kingdom Alliance Corp. offed series A unit (ticker=MKGDU) and series B unit
(ticker=MKGBU). Each series A or B unit consisfscommon stock, class W warrant, class Z warranivarrant. The
difference between class W warrant and class Zamaris the expiration period. For example, for ifyinPartners
Acquisition Co., the class W warrants will expine duly 29, 2009, or earlier upon redemption, while class Z warrants
will expire on July 29, 2011, or earlier upon reghtion.
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of institutions after the IPOinstp, instn), SPAC business announcemembstpa, instna) or
consummationifistpc, instnc), we use 13-F and 13 F-E filings from WRDS (WhariResearch Data
Services) database. For the underwriter reputatiga,use the reputation ranking of Carter and
Manaster (1990) to calculate the top-tier undeswigummy.

For the success indicator, time to deal or unitgoperformance of SPAC business combination,
we use a reduced sample. From 158 SPAC IPO sampleselect the subsample of SPAC which
consummated business combination (53 SPAC IPOSRPCs) to calculate time to deal or stock
return performance from IPO till business combrati Unit price performance is calculated by
calculating Fama and Macbeth (1973) regressionaafghmonthly average unit return on monthly
Carhart (1997) four factors. Four factors informaatis from Kenneth R. French website. Also, we
calculated the unit Cumulative Abnormal Return (QAfound the announcement and consummation
of SPAC business combination. We use the Brown \Afadner (1985) procedure to calculate the
abnormal return. Also, we divided SPAC IPO sampl® ithree parts: ones consummated business
combination (53 SPAC IPOs, 49 SPACSs), ones ligedgl3 SPAC IPOs, 21 SPACs) and ones in
progress (84 SPAC IPOs, 81 SPACS) to calculatesticeess indicator of business combinatidie
sample period to calculate the success indicatdrorm March 2004 till November 2008. Success
indicator is equal to one if SPAC consummated mssncombination, is equal to two if SPAC
liquidated, and is equal to three if SPAC businessibination is in progress. Table 1 shows the
number of IPOs by year.

Table 1 Number of IPO by year

2003 2004 2005 2006 2007 2008 Total
SPAC 1 13 30 40 66 8 158
Matched-Common 1 13 30 41 68 5 158
Final Sample 2 26 60 81 134 13 316

% For ones liquidated, two SPACs (Shanghai Centungulsition Corporation, ticker: SHA.U and Phoenindia
Acquisition Corporation, ticker: PXIAU) announcedwlifferent targets for business combinations at éifferent periods.
That's why 23 SPAC IPOs (21 SPACSs) are categorizednes liquidated.

11



4.2 Variable Construction

There are two empirical analyses in this studystFiwe look at the relationship between
management quality, reputation and SPAC IPO cheniatits. Second, we investigate the relationship
between management quality, reputation and theesscof SPAC business combination. Also, we
look at the relationship between time to deal, mgn unit price performance, institutional intdres
and cumulative abnormal returns or institutionéfast around SPAC business combination.

For the first empirical study, we use the dependemiables as in Chemmanur and Paeglis
(2005). The first dependent variable is IPO offiegegnsize). It is the natural log of the offer size in
millions of dollars for each firm. The second dependent variable is top-tier undemwdummy
(toptierdummy;). It is one if Carter and Manaster (1990) repotatranking of lead underwriter is
greater than or equal to 8 for each firmOtherwise, it is zero for each firm The third dependent
variable is underwriting spread as the percentégieecoffer price for each firm(spread;). The fourth
dependent variable is other offering expenses asptrcentage of the offer size for each firm
(oexpense). The fifth dependent variable is underpricing feach firmi (underpricing). The
underpricing is measured as the difference betwleeclosing price at the end of the first day dmal t
offer price expressed as the percentage of the pffee for each security. Finally, the institutedn
holdings and the number of institutional investare used as dependent variables. Institutional
holdings is the natural log of the percentage efdffer allocated to institutional investors asared
in SEC 13-F filings at the end of the first quariter the IPO for each firm(instp;). The number of
institutional investors is the natural log of themmber of institutional investors reported in SEGFL3
filings at the end of the first quarter after tiRI (nstn;).

The explanatory variables are the management yuald reputation variables. We divide the
management quality and reputation variables into parts: management experience and other

management quality and reputation. We include mamagt experience as part of the management
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guality and reputation because management experisnezrucial for SPACs to consummate business
combination.

First, management experience is calculated asviiage industry experience of management
team (meanmgtexper.;). Meanmgtexper . is the ratio of total industry experience yeansrfanagement
team members to number of management team mendreesi¢h firmi. Second, other management
quality and reputation variables follow those ofe@manur and Paeglis (2005), except for the
measure of CEO dominance. They measure CEO don@nayncalculating the ratio of CEO salary
and bonus of other team members listed in the ¢xecaompensation section of the prospectus. We
exclude this variable because SPAC management deasnot receive any compensation during the
IPO process. The summary of other management g@ald reputation variables is as followsze is
the number of officers with the rank of vice presitior higher for each firm pmba; is the percentage
of MBA holders within the management team for efich i. pfteam is the percentage of management
team members who have the experiences of vicedemrsor higher before joining the firmplawacc;
is the percentage of lawyers or accountants witienmanagement team for each firntenureg is the
average tenure of the management team for eacti*fitdonprofit is the number of non-profit boards
that management team members sit on for eachi firm

Control variables are as follow$optierdummy; is not only used as a dependent variable but
also a control variablebva; is the book value of assets in millions of dollemseach firmi. Also, we
include bva2; (the squared term diva) for each firmi as in Chemmanur and Paeglis (2005). We
include thelnfage, which is the natural log of one plus firm age,end firm age is defined as the
number of years between the year of incorporatimh the time of going public Finally, odir; is the

number of outside directors for each firnThe definition of outside directors is the dimstwho are

* Some firms report the years of working within tliren or industry experience for the management tégnyear and
month. For the month part, we divide it by tweleecbnvert it as a year.

®>We also calculate the lead underwriter reputatiamking for each IPO based on the Carter and Manasputation
ranking. The empirical result is similar to onetwibp-tier dummy.

® In general, the firm age of SPACs is less thanyase. We divide it by twelve to convert it as ae
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not executives. It is based on Chemmanur and Raéfi05). Other thawdir;, Chemmanur and
Paeglis (2005) use free cash flow as a percentiite dook value of assets to capture other asjpécts
firm quality. We did not use this measure becal®3AG do not have any operating income during the
IPO process.

For the second empirical study, we use dependemdbles as followsTtdma or ttdipoma,
represents time-to-deal in years from the annoueaéwhate till consummation date of SPAC business
combination or from the initial filing date of SPARO till the consummation date of SPAC business
combination, respectively.tpmau represents unit return performance from the ancement date till
consummation date of SPAC business combinasomnlicator is equal to one if SPAC consummated
business combination, is equal to two if SPAC lifgted, and is equal to three if SPAC business
combination is in progress. Explanatory and contratiables are the same as ones in the first
empirical study, except for underpricing. We in@ughderpricing as the measure of firm quality
signaling following previous literature (Allen akéulhaber, 1989; Grinblatt and Hwang, 1989; Welch,
1989).

ACAR(-1,1), ACAR(-2,2), ACAR(-5,5) represents unit CAR around the announcemie8PAC
business combination with the event window (-1,2,2) and (-5,5), respective\CCAR(-1,1),
CCAR(-2,2), CCAR(-5,5) represents unit CAR around the consummatodn SPAC business
combination with the event window (-1,1), (-2,2)daf5,5), respectivelylnstnc or instpc represents
the number of institutional investors at the endha first quarter after SPAC business combination
consummation or the ratio of institutional ownepsta IPO unit offering amount at the end of thetfir
quarter after SPAC business combination consummatsspectively. Explanatory variables #okpo,
Itpmau, andltpipou. Ttdipo, Itpmau or Itpipou represents time-to-deal in years from the inifilahg
date till the final prospectus filing date of SPARD, unit return performance from the announcement

till the consummation date of SPAC business contlunar from the IPO consummation date till the
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announcement date of SPAC business combinatiopecasely. Control variables are the same as
ones in the first empirical study.
4.3 Summary Statistics : Management Quality, Reputation and | PO Characteristics

Table 2 shows the summary statistics of the sanipile. sample consists of 158 SPAC IPOs
with matched common stock IPOs. The SPAC IPO isuhi issue which is the combination of
common stocks and warrants. For SPAC IPOs, 70 famnestraded in the over the counter (OTC)
market, one firm is traded in Nasdaq, and 81 filens traded in American Stock Exchange. For
matched common stock IPOs, seven firms are trade@imerican Stock Exchange, 122 firms are
traded in Nasdaq, and 29 firms are traded in NewkYstock Exchange. 'N’ is the number of
observations.

Panel A or panel B shows the summary statisticSFAC IPO or matched common stock IPO,
respectively. The averagaeanmgtexper. for SPAC IPO is 19.13 (median, 18.68). It is higtiean that
of matched common stock IPO (mean, 16.60; medi&rg2). More experienced people are in the
management team for SPACs. The average tsize ®EIPO is 6.09 (median, 6). It is almost half of
that for matched common stock IPO (mean, 12.11,aned?2). The average pfteam for SPAC IPO is
0.71 (median, 0.75). It is almost one and a haies larger than that for matched common stock IPO
(mean, 0.49; median, 0.50). So, SPACs have smialliam size but more people with experience in
vice president or higher within the management tedhe averagemba for SPAC IPO is 0.34
(median, 0.31). The averagkawacc for SPAC IPO is 0.21 (median, 0.20). In generabyenMBAS
than lawyers or accountants are within the SPACagament team. However, they are not dominant
because the ratio is less than fifty percent. Tdwilts are consistent with Chemmanur and Paeglis
(2005), but the mean or median value is higher thair sample. The averagenba or plawacct for
matched common stock IPO is 0.29 (median, 0.29).58 (median, 0.16) It seems that SPAC IPO
involves more professionals than matched commockd®O. The averageenure for SPAC IPO is

0.57 (median, 0.49). On average, SPAC managemant teas less than one year of tenure. It is
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Table 2 Summary Statistics: Management Quality,utdmn and IPO Characteristics

The summary statistics of variables are preserEdnmgtexper. is the mean industry experience of management té&sirm,is the
management team sizgmba is the the percentage of MBAgfteam is the percentage of management team membersthétiprior
experience of vice presidents or high@awacc is the percentage of lawyers or accountaetsire is the mean tenure of management
team,tenhet is the coefficient of variation of the team membeenuresnonprofit is the number of management team members who sit
on non-profit boardspdir is the number of outside directors as defined iher@manur and Paeglis (200&nbva, bva and bva2
represents the natural log of book value of tosakts, book value of total assets and the squenedaf bva, respectively.nfage is the
natural log of firm age defined as the period friim’s founding date till firm’s IPO datelnsize is the natural log of IPO offer size,
toptierdummy is equal to one if IPO involves top-tier underers with Carter and Manaster’s reputation rankihgight or higher;
otherwise, it is zeraSpread andoexpense represents underwriting spread and other offeeixygense, respectivelidnderpricing is the
IPO underpricinglnstp andinstn is the natural log of the percentage of the offémcated to institutional investors and the numdsier
institutional investors as reported in SEC 13-Iadi$ at the end of the first quarter after the IR&pectively. Panel A is SPAC IPO (158
IPOs, 152 SPACs). Panel B is matched common s#ck(lL58 IPOs). N represents the number of obsen&tiSample period is from
August 2003 till February 2008.

Variable N M ean M edian Minimum M aximum Standard Deviation
Panel A: SPAC IPO

meanmgtexper. 158 19.13 18.68 6.86 33 5.09
tsize 158 6.09 6 2 13 1.90
pmba 158 0.34 0.31 0 1 0.23
pfteam 158 0.71 0.75 0 1 0.22
plawacc 158 0.21 0.20 0 0.75 0.17
tenure 158 0.57 0.49 0.19 2.33 0.30
tenhet 158 0.11 0 0 0.91 0.18
nonprofit 158 1.85 1 0 15 2.74
odir 158 3.08 3 0 10 1.63
Inbva 158 5.37 5.40 4.29 6.51 0.40
bva 158 0.36 0.25 0.02 3.26 0.47
bva2 158 0.35 0.06 0 10.60 1.33
Infage 158 -0.57 -0.61 -1.39 1.61 0.50
Insize 158 18.06 17.91 14.09 20.62 1.15
toptierdummy 158 0.29 0 0 1 0.46
spread 158 6.85 7 3 10 1.56
oexpense 158 7.22 7.44 0.33 1291 2.28
underpricing 158 0.02 0.004 -0.05 0.25 0.04
instp 158 0.19 0.07 0 1 0.25
instn 158 6.87 2 0 48 10.28
Panel B: Matched Common Stock | PO

meanmgtexper. 158 16.60 16.22 5 33.56 4.80
tsize 158 12.11 12 5 26 3.40
pmba 158 0.29 0.29 0 0.71 0.16
pfteam 158 0.49 0.50 0 1 0.17
plawacc 158 0.18 0.16 0 0.88 0.14
tenure 158 3.72 3.30 0.13 18.88 2.41
tenhet 158 0.82 0.74 0.06 2.05 0.36
nonprofit 158 1.34 0 0 10 1.98
odir 158 5.87 6 0 18 2.08
Inbva 158 8 7.90 5.07 9.62 0.76
bva 158 340.61 79.95 0.12 4163.12 632.63
bva2 158 513700.13 6393.59 0.01 17331586.04 2086518.58
Infage 158 2.04 2.04 -1.79 3.95 0.92
Insize 158 18.11 18.13 15.76 20.43 0.84
toptierdummy 158 0.67 1 0 1 0.47
spread 158 6.94 7 5 10 0.49
oexpense 158 3.39 2.83 0.20 14.38 2.15
underpricing 158 0.12 0.06 -0.31 0.73 0.19
instp 158 1.03 0.97 0 5.22 0.79
instn 158 29.42 25 0 117 23.02
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understandable because SPAC is the newly-formedk btheck company that seeks a business
combination in the future. The document procesdinge is short for SPAC IPO. Because the
management team is formed when the blank check aoys founded, the average tenure of the
management team is supposed to be short. Howdvatr,of the management team for matched
common stock IPO is 3.72 (median, 3.30). The awetathet is 0.11 (median, 0) for SPAC IPO.
Comparing with matched common stock IPO (mean,;Gv&®lian, 0.74), it is relatively lovirenhet is

the tenure heterogeneity measured by the coeffiaEmariation of the management team member’s
tenure. So, the tenure of management team memberoie heterogeneous for matched common
stock IPO than that for SPAC IPO. The averageprofit is 1.85 (median, 1) for SPAC IPO. It is
higher than that for matched common stock IPO (mdaB4; median, 0). It seems that SPAC
management team sits on more non-profit boards tharmanagement team of matched common
stock does.

For control variables, the averagdir for SPAC IPO (mean, 3.08; median, 3) is almost ol
that for matched common stock IPO (mean, 5.87; amedi). More outside directors are involved in
the management team of matched common stock. Téagebva is 0.36 for SPAC IPO (median,
0.25), while it is 340.61 for matched common stte® (median, 79.95). As SPACs do not have any
business operation at the time of IPO, their boalke of asset is cash from management team. That is
why bva for SPAC is so small comparing with matched comrmsimck. The averadafage is -0.57 for
SPAC IPO (median, -0.61), while it is 2.04 for nfeed common stock IPO (median, 2.04nfage is
the natural log of firm age in years. As the agenost SPACs in the sample is less than one year, th
value oflnfage is negative.

For dependent variables, the averhgeze is 18.06 (median, 17.91) for SPAC IPO. Comparing
with matched common stock IPO (mean, 18.11; medi@ril3), it is very close even though it is not
the same. As we already mentioned from the matshetple construction process, we cannot match

two samples exactly by the size due to the limiawdilable IPO firms. So, there is a small differen
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between them. Top-tier underwriter dumntgpfierdummy) is much higher for matched common
stock IPO than for SPAC IPO. The averagatierdummy for SPAC IPO is 0.29 (median, 0). On the
other hand, that for matched common stock IPOG% Qmedian, 1). Greater than sixty five percent of
matched common stock IPO is supported by top-tieleawriters within our sample. The result is also
consistent with previous literature (Schultz, 1998in, 1994). The averagpread for SPAC IPO is
6.85 (median, 7), while that for matched commortlst?O is 6.94 (median, 7). The seven percent
solution of underwriting spread holds both for SPERO and for matched common stock IPO (Chen
and Ritter, 2000). The averagexpense for SPAC IPO is 7.22 (median, 7.44). Comparinghwit
matched common stock IPO (mean, 3.39; median, 2dBgr offering expense as the percentage of
offer size is way higher. The averag®erpricing for SPAC IPO is 0.02 (median, 0.004). It is snralle
than that of matched common stock IPO (mean, Qrigdian 0.06). The averagpstp is 0.19 for
SPAC IPO (median, 0.07), while it is 1.03 for ma&dhcommon stock IPO (median, 0.97). The
averagenstn is 6.87 (median, 2), while it is 29.42 (median).25omparing with matched common
stock IPO, institutional investors are not attredie SPAC IPO.

Overall, management experience, other managemealityquand reputation or offering
characteristics are different between SPAC IPO raatthed common stock IPO. However, offering
size and underwriting spreads are similar. Thelresylies that the effects of explanatory variable
on varying dependent variables will be differentosugn SPAC IPO and matched common stock IPO.
4.4 Correlation : Management Quality, Reputation and PO Characteristics

Table 3 shows the correlation between independables. Panel A shows the correlation for
SPAC IPO. Panel B shows the correlation for matatmdmon stock IPO. Chemmanur and Paeglis
(2005) control for the correlation between firm esiproxies knbva, bva, and bva2) and other
management quality and reputation variables elbyeadjusting proxies for firm size and using these
adjusted proxies in various regressions or by upioxies of firm size as control variables in these

regressions. As we can see from panel A and B bfeTd, no management quality and reputation
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Table 3 Pearson Correlation: SPAC IPO vs. Matcheahi@on Stock IPO

The Pearson correlation results for SPAC and mdtcbhenmon stock IPO are provided. The definitionsafables are the same as the ones in Table 2.

meanmgt

non-

exper. tsize pmba pfteam plawacc tenure tenhet profit Inbva bva bva2 Infage odir
Panel A: Correlations between independent variables for SPAC IPO
meanmgtexper. 1
tsize 0.12 1
pmba -0.02 -0.16 1
pfteam 0.11 -0.03 -0.10 1
plawacc -0.16 0.04 -0.10 -0.11 1
tenure 0.21 0.00 -0.15 0.05 -0.13 1
tenhet 0.13 0.42 -0.13 0.05 0.04 -0.02 1
nonprofit 0.13 0.33 -0.07 0.20 -0.06 -0.18 0.30 1
Inbva 0.22 0.27 -0.24 -0.02 -0.04 0.32 0.42 0.13 1
bva 0.11 0.16 -0.16 0.04 0.06 0.23 0.38 0.13 0.77 1
bva2 0.05 0.06 -0.09 0.03 0.09 0.09 0.25 0.10 0.54 0.94 1
Infage 0.27 0.12 -0.15 0.05 -0.12 0.84 0.18 -0.14  .380 0.27 0.12 1
odir 0.07 0.66 -0.16 0.14 0.11 -0.10 0.23 0.31 0.24 0.13 0.06 -0.08 1
meanmgt non-
exper. tsize pmba pfteam plawacc tenure tenhet profit Inbva bva bva2 Infage odir
Panel B: Correlations between independent variables for matched common stock IPO
meanmgtexper. 1
tsize -0.05 1
pmba -0.08 -0.08
pfteam 0.12 -0.25 0.09 1
plawacc 0.25 -0.16 -0.01 -0.05
tenure 0.21 0.20 -0.07 -0.20 0.01
tenhet 0.12 -0.13 0.01 0.15 0.07 -0.04 1
nonprofit 0.26 0.12 0.03 0.01 0.12 0.16 -0.01 1
Inbva 0.40 0.30 0.06 0.05 0.11 0.18 0.01 022 1
bva 0.27 0.33 -0.03 -0.01 0.09 0.05 -0.04 0.32 0.68 1
bva2 0.16 0.34 -0.04 -0.09 0.07 0.05 -0.05 0.27 404 091 1
Infage 0.14 0.08 0.04 -0.15 0.03 0.50 0.37 0.02 30.1 0.05 0.03 1
odir 0.17 0.72 -0.14 -0.12 -0.04 0.18 -0.11 0.06 370. 0.40 0.42 0.07
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variables are highly correlated with firm size gesx So, we did not report the regression ressitsgu
adjusted proxie$Also, tenure has a high correlation withnfage or tsize has a high correlation with
odir (correlation coefficients of 0.84 and 0.66 for SPAO; correlation coefficients of 0.50 and 0.72
for matched common stock IPO). We adjust this vdeidor Infage and odir and use the adjusted
tenure or tsize in various regressions. However, the regressisnlt® do not change when we run
regressions without adjustment. So, we did notntepe results with adjusted variables.

Table 4 shows the relationship between firm sizé proxies for management quality and
reputation as in Chemmanur and Paeglis (2005).IPPaskows the relationship for SPAC IPO. Panel
B shows the relationship for matched common st&R.IAs we can see from panel A and Panel B of
Table 4, there is no monotonic relationship betwiam size and management quality and reputation
variables except fomeanmgtexper. in panel B. As we can see from panel B, theanmgtexper. of
matched common stock IPO increases as firm sizeases. However, as we can see from panel B of
Table 3, the correlation betweeneanmgtexper. and Inbva, bva or bva2 is not high (less than 40
percent). So, we perform the regression analysteuti any adjustment as in Chemmanur and Paeglis
(2005)®
4.5 Factor Analysis. Management Quality, Reputation and PO Characteristics

Common factor analysis is executed based on Cheomaaud Paeglis (2005). They argue that
the analysis captures the common variation amontagement quality and reputation variables which
is not captured by individual variable. Also, wefpem the analysis based on management quality and

reputation variable®.

" The regression results are qualitatively simiteotes without adjustment.

8 For each regression analysis in this study, weutatle the Variance Influence Factor (VIF) to detealticollinearity

problem due to high correlation among some of iedeent variables. VIF is less than 2 for each ssjoa. Considering
the standard VIF value is 4 for multicolliearitytdetion point, we can run regressions without aersing multicollinearity
problem.

® Chemmanur and Paeglis (2005) perform the analyssed on firm-size-adjusted management quality repdtation

variables because their variables increase with ize. However, our sample does not show anyndisie increasing
pattern as firm size increases as we show in Téb#o, we perform our analysis without firm-sizguatiment. We also
perform the analysis, not reported, with firm-sigustment, and both results are qualitativelysdmme.
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Table 4 Average Management Experience, QualityReputation by Firm Size
The average management experience, quality andatepuby firm size for SPAC and matched commortlst®O are provided. The

definitions of variables are the same as the am@able 2. Qunitile 1 to quintile 5 representsfilia size quintiles. Firm size is defined
as the book value of total assets.

Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5
Panel A: SPAC IPO
meanmgtexper. 16.44 19.27 20.22 19.93 19.70
tsize 5.13 5.66 6.50 6.25 6.90
pmba 0.41 0.40 0.30 0.36 0.23
pfteam 0.76 0.67 0.69 0.70 0.73
plawacc 0.24 0.21 0.19 0.20 0.20
tenure 0.47 0.52 0.47 0.60 0.80
tenhet 0.01 0.07 0.13 0.11 0.26
nonprofit 0.94 1.81 2.78 1.63 2.06
Panel B: Matched Common Stock PO
meanmgtexper. 14.38 15.00 16.05 18.53 19.04
tsize 10.65 11.66 13.06 11.78 13.39
pmba 0.29 0.26 0.30 0.32 0.28
pfteam 0.49 0.46 0.45 0.55 0.50
plawacc 0.15 0.16 0.19 0.18 0.21
tenure 2.94 3.57 4.03 4.17 3.87
tenhet 0.81 0.80 0.79 0.83 0.84
nonprofit 1.35 0.44 1.22 1.53 2.19

Thus, the team resources factor (TRF) score israddtausing common factor analysis tsize,
pmba, plawacc, andpfteam variables. Similarly, the team structure factoBF) score is obtained using
common factor analysis denure andtenhet. We exclude CEO compensation varialftedq) which is
included in Chemmanur and Paeglis (2005) to caleule&SF score because it is not available for
SPACs™

Table 5 presents the results of the common factalyais. Panel A presents starting
communalities, calculated as the squared multipkeetations obtained from regressing each of the
management quality measures on the other measiites the same dimension, while panel B reports
the eigenvalues of the reduced correlation matrithe only difference with Chemmanur and Paeglis

(2005) is that we excludeeo variable.

SPAC CEOs do not receive any compensation urgly ttonsummate business combination. It is prestribneSEC
filings.
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Table 5 Common Factor Analysis with Six MeasureBahagement Quality

Common factor analysis statistics are presented. iSRhe management team resources factor scaret$ieze, plawacc, pfteam andpmba. TSF is the management team structure factor

score fromtenure andtenhet. The definition of other variables are the samerses in Table 2.

Panel A: estimated communalities of six management quality measures

SPAC IPO Matched Common Stock IPO
tsize plawacc pfteam pmba tsize
TRF 0.0851 0.0478 0.000001 0.1186 TRF 0.1993
tenure tenhet tenure
TSF 0.0079 0.0079 TSF 0.0205
Panel B: eigenvalues of the reduced correlation matrix of six management quality measures
SPAC IPO Matched Common Stock IPO
1 2 3 4 1
TRF 0.25151 -0.21335 -0.04562 0.14018 TRF 0.39769
TSF 0.01580 -0.01532 TSF 0.04096
Panel C: correlations between the common factors and six management quality measures
SPAC IPO Matched Common Stock IPO
tsize plawacc pfteam pmba tsize
TRF 0.6407 0.4802 0.0020 -0.7565 TRF -0.8122
tenure tenhet tenure
TSF 0.7126 -0.7126 TSF 0.7209
Panel D: descriptive statistics of the common factors extracted from six management quality measures
SPAC IPO Matched Common Stock IPO
TRF TSF TRF TSF
Maximum 1.089 0.569 1.323 0.834
3" quartile 0.275 0.059 0.370 0.107
Median 0.029 0.01 0.007 0.012
1* quartile -0.297 -0.039 -0.289 -0.104
Minimum -1.293 -0.452 -1.755 -0.617
Mean 0 0 0 0

plawacc
0.0196

tenhet
0.0205

2
-0.24803

-0.03785

plawacc
0.2546

tenhet
-0.7209

pfteam
0.1469

3
-0.03787

pfteam
0.6973

pmba
0.0318

4
0.11306

pmba
0.3246
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Similar to Chemmanur and Paeglis (2005), the sumeoetdmunalities are less than or equal to
the eigenvalues for the first factor in the facaalysis for each dimension of management quatity a
reputation, suggesting that one factor in each h& tlimensions parsimoniously explains the
intercorrelations among the individual measures.déxample, the sum of estimated communalities of
the team resources factor (TRF) score is 0.251%0ich is smaller than the eigenvalue for the first
factor (0.25151) for SPAC IPO. That of team struetiactor (TSF) score is 0.0158, which is equal to
the eigenvalue for the first factor (0.0158) forASPIPO.

Correlations between the common factor scores aed tespective original measures of
management quality are reported in Panel C, wlaleePD reports summary statistics of TRF and TSF
scores for SPAC IPO and matched common stock IPOwé can see from Panel C, the correlation
between TRF andsize or pfteam is high for matched common stock IPO. That betw&Bk and
plawacc or pmba is relatively low for matched common stock IPOeTdorrelation between TSF and
tenure or tenhet is high. The result is consistent with Chemmamgd Raeglis (2005). For SPAC IPO,
the correlation between TRF atsilze or pmba is high while that between TRF apthwacc or pfteam
is relatively low. So, team size and the percente#fgedBA holders are major components of TRF for
SPAC IPO, while team size and the percentage of te@mbers with prior vice president or higher
are major components of TRF for matched commonkstBO. The correlation between TSF and
tenure or tenhet is high.

In panel D, the average TRF or TSF is the samedmtvwSPAC IPO and matched common
stock IPO. The median TRF is higher for SPAC IP@nthhat for matched common stock IPO.
However, the median TSF is similar between SPAC #R@ matched common stock IPO. The median
values are close to zero both for SPAC IPO andnfatched common stock IPO. The result is

consistent with Chemmanur and Paeglis (2005).
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Table 6 reports the results of our univariate tedtshe relationship between management
quality and reputation and IPO characteristics S®®AC IPO (Panel A and Panel B) and matched
common stock IPO (Panel C and Panel D). We sgditstimple by management quality factor score
(TRF and TSF) quintiles and by firm size quintil®anel A and C show the test results of top-tier
underwriter dummy, IPO offer size in millions, umdeting spread as a percentage of offer price and
other offering expenses as a percentage of offar. $tanel B and D show the test results of IPO
underpricing, institutional holdings and the numbginstitutional investors.

For SPAC IPO, consistent with Chemmanur and Pagi@5), we find that high management
quality firms (i.e., firms in the top TRF score qtile) are associated with top-tier underwritensuir
lower underwriting spread, and attract greateritutgbnal interest. For example, the difference
between top-tier underwriter dummy of firms in tiop and the bottom TRF score quintiles is 0.128
within one percent significance level. The diffezenis statistically significant for all PO
characteristics except for underpricing and ottitarimg expenses. They do not vary much with TRF
score for SPAC IPO.

The variation of SPAC IPO characteristics acros§& B€ore is consistent with the result of
Chemmanur and Paeglis (2005), except for undengrieind the number of institutional investors.
Underpricing is higher for high TSF score but thi#edence between underpricing of firms in the top
and the bottom TSF score quintiles is not staaificsignificant. Also, the difference between tqud
bottom TSF quintiles is statistically significardrfinstitutional holdings after IPO, which is ndtet
case for Chemmanur and Paeglis (2005).

However, for matched common stock IPO, we find tingh team resource factor firms (i.e.,
firms in the top TRF score quintile) are less k&b be associated with top-tier underwriters, mcu
higher underwriting spread, and lower institutiohaldings. Other offering expenses, underpricing

and the number of institutional investors are riatistically different between top and bottom TRF
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Table 6 IPO Characteristics split into firm sizegmagement quality and reputation factor quinti&3AC vs. Matched common stock
Average IPO characteristics split into firm sizeamagement quality and reputation factor (TRF, T@kiptiles for SPAC and matched common stock IP@spaovided. Panel A & B
show IPO characteristics for SPAC IPO. Panel C &®IPO characteristics for matched common sto€k [Fhe definitions of variables are the same as an&able 2 and Table 5. T-
test results for the difference in means are repof-statistics are in parentheses. *, **, *** repents ten, five and one percent significancd,leespectively.

Panel A: Underwriter reputation, |PO offer size, underwriting spread, offering expense and underpricing split into firm size and management quality quintiles (SPAC IPO)

Managemnt Quality Quintile

Firm size quintiles TRF TSF

toptierdummy 1 2 3 4 5 Average  1st-5th 1 2 3 4 5 erdge  1st-5th

1 0.107 0.122 0.203 0.186 0.254 0.174 0.290 0.208 0.130 0.136 0.111 0.152

2 0.212 0.197 0.263 0.241 0.310 0.228 0.367 0.242 0.204 0.222 0.179 0.259

3 0.293 0.310 0.414 0.386 0.382 0.369 0.471 0.367 0.306 0.333 0.321 0.358

4 0.263 0.263 0.309 0.328 0.407 0.314 0.439 0.295 0.279 0.302 0.259 0.315

5 0.288 0.311 0.386 0.370 0.471 0.364 0.481 0.3450.317 0.322 0.360 0.381

Average 0.233 0.223 0.315 0.285 0.379 -0.128 0.4400.273 0.277 0.248 0.230 0.174
(_3.35)*** (4.50)***

Insize 1 2 3 4 5 Average  1st-5th 1 2 3 4 5 Averagést-5th

1 67.813 72.114 78.074 81.987 119.053 83.808 B384.9 102.37 67.531 56.757 55.780 90.398

2 107.854  99.490 101.492 111.335 142.343 106.894 68.087 113.060 97.227 89.584 89.213 118.283

3 133.099 132.150 140.029 151.053 158.812 145.748 192.157 146.051 129.962 124.769 127.111  143.500

4 110.668 105.475 118.689 116.106 158.419 121.871 179911 116.525 108.747 102.737 101.616 123.253

5 127.702 135.786  149.477 156.694 195.074 152.010 191.159 165.780 133.110 131.484 140.975 166.067

Average 109.427 104.458 117552 115.120 157.840 3.774 173.240 102.366 100.867 93.462 123.234 73.77
(_3.33)*** (5.70)***

spread 1 2 3 4 5 Average  1st-5th 1 2 3 4 5 Averadest-5th

1 7.540 7.375 7.242 7.490 7.241 7.286 7.371 7.276 7.540 7.394 7.295 7.286

2 7.131 7.205 6.732 7.052 6.747 6.972 6.877 7.069 7.273 7.004 6.653 7.051

3 6.851 6.854 6.539 6.715 6.465 6.643 6.625 6.800 7.012 6.574 6.376 6.647

4 6.933 7.000 6.588 6.805 6.543 6.717 6.640 6.856 7.089 6.700 6.537 6.813

5 6.646 6.608 6.260 6.408 6.266 6.507 6.287 6.643 6.767 6.288 6.161 6.364

Average 6.890 6.992 6.775 6.857 6.629 0.348 6.596 6.960 7.125 6.789 6.592 0.217
(2.67)** (1.58)

oexpense 1 2 3 4 5 Average  1st-5th 1 2 3 4 5 Aeerad st-5th

1 8.271 8.228 8.031 7.967 8.038 8.099 7.845 8.103 8.328 8.180 8.080 8.216

2 7.402 7.616 7.134 7.041 7.037 7.192 6.873 7.560 7.507 7.198 7.099 7.193

3 7.097 7.310 6.827 6.775 6.794 6.873 6.548 7.2427.311 6.901 6.720 6.920

4 6.953 7.286 6.853 6.764 6.808 6.845 6.484 7.346 7.152 6.850 6.768 6.801

5 6.908 7.175 6.599 6.845 6.645 6.909 6.520 7.063 7.146 6.699 6.716 6.890

Average 7.090 7.702 7.211 6.860 7.071 0.237 6.635 7.583 7.575 7.050 6.742 -0.157
(1.28) (-0.88)
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(Table 6 continued)
Panel B: Underpricing, holdings of institutional shareholders and number of institutional shareholders split into firm size and management quality quintiles (SPAC |PO)

Management Quality Quintiles

Firm size quintiles

underpricing

a b wN PR

Average

instp

a b wnN

Average

instn

a b~ N

Average

1
0.027
0.013
0.017
0.010
0.014

0.015

0.148
0.205
0.193
0.203
0.224

0.195

3.143
6.327
5.776
5.667
7.695

5.722

2
0.029
0.020
0.014
0.013
0.016

0.023

0.126
0.174
0.173
0.168
0.193

0.167

3.224
5.820
6.207
5.526
7.230

5.601

TRF

3

0.020
0.017
0.014
0.009
0.012

0.013

0.159
0.185
0.211
0.192
0.225

0.194

4.627
6.526
8.052
6.545
9.070

6.964

4

0.023
0.017
0.015
0.011
0.013

0.014

0.134
0.177
0.174
0.172
0.202

0.172

3.983
6.345
7.070
6.172
8.537

6.421

5

0.021
0.018
0.017
0.010
0.013

0.017

0.216
0.248
0.219
0.254
0.274

0.242

7.780
9.741
9.018
9.983

Average

0.025
0.016
0.016
0.010
0.014

Average
0.157
0.198
0.194
0.198
0.224

Average
4.551
6.952
7.225
6.779

11.686 8.844

9.642

1st-5th

0.0001

(0.04)
1st-5th

-0.047
(-2.10)*
1st-5th

-3.858
(-4.31y=
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1
0.025
0.018
0.014
0.010
0.012

TSF
2 3
0.022 0.022
0.014 0.015
0.014 0.013
0.008 0.007
0.012 0.010

0.015 0.017 0.012

1
0.192
0.232
0.237
0.222
0.264

0.229

6.968
9.517
9.961
9.088
10.923

9.291

2 3
0.170 0.133
0.208 0.191
0.202 0.167
0.197 0.189
0.219 0.203

0.199 0.177

5.038 4.148
6.677 6.593
7.033 6.355
6.262 6.607
8.828 8.000

6.768 6.341

4
0.022
0.018
0.015
0.009
0.013

0.014

4
0.151
0.180
0.199
0.206
0.205

0.188

3.966
6.167
7.404
6.849
7.949

6.467

5
0.028
0.021
0.021
0.019
0.023

0.024

0.139
0.172
0.169
0.177
0.227

0.177

2.667
5.625
5.625
5.167
8.320

5.481

erdage

0.025
0.017
0.016
0.008
0.016

1st-5th

-0.006
(-1.44)

Average st-5th

0.157
0.197
0.195
0.198
0.224

0.056
(2.55)*

Average st-5th

4.557
6.916
7.276
6.795
8.804

4.089
(4.84)



(Table 6 continued)

Panel C: Underwriter reputation, IPO offer size, underwriting spread and offering expense split into firm size and management quality quintiles (Matched Common Stock | PO)

Management Quality Quintil

Firm size quintiles
toptierdummy 1

1 0.569

2 0.732

3 0.764

4 0.780

5 0.889
Average 0.739
Insize 1

1 72.905
2 75.044
3 84.287
4 112.351
5 147.748
Average 98.467
spread 1

1 7.033

2 6.906

3 6.904

4 6.845

5 6.841
Average 6.874
oexpense 1

1 3.789

2 3.620

3 3.326

4 2.647

5 2.755
Average 2.909

2
0.517
0.661
0.702
0.678
0.768

0.656

2
90.890
88.899
104.264
124.324
141.286

132.805

7.079
6.953
6.931
6.882
6.882

6.981

2
3.727
3.873
3.252
2.795
2.745

3.236

TRF
3 4 5 Average  1st-5th 1 2
0.536 0.527 0.509 0.532 0.455 0.527
0.655 0.596 0.610 0.661 0.552 0.678
0.679 0.655 0.667 0.691 0.614 0.724
0.702 0.655 0.642 0.669 0.579 0.709
0.814 0.741 0.727 0.800 0.673 0.814
0.677 0.608 0.636 0.113 0.605 0.682

(2.89)*

3 4 5 Average  1st-5th 1 2
79.715  85.423  87.146  81.297 94.523 97.987
76.667 78.797  89.047 76.836 88.358 98.817
89.006  90.604 102.020 87.966 198.2 114.952
108.626 109.156 118.898 114.671 118.917 127.54
143.109 146.971 159.680 144.048 147.109 157.087
99.425  90.995 103.022 912.6 109.424 112.765

(-1.67)*

3 4 5 Average  1st-5th 1 2
7.017 7.061 7.095 7.064 7.100 7.089
6.945 6.968 7.006 6.940 7.041 6.953
6.932 7.008 7.008 6.963 7.061 6.922
6.842 6.940 6.933 6.873 6.982 6.884
6.813 6.877 6.882 6.868 6.960 6.855
6.934 6.988 6.980 -0.079 7.051 6.972

(-2.00)**
3 4 5 Average  1st-5th 1 2

4.050 3.854 3.830 3.727 3.882 3.697
4.157 3.958 3.727 4.058 3.883 3.840
3.617 3.521 3.427 3.473 3.701 3.222
3.161 3.024 3.003 2.959 3.169 2.879
3.185 2.872 2.885 2.795 3.025 2.824
3.645 3.501 3.105 -0.155 3.584 3.261

(-0.85)
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TSF
3
0.579
0.698
0.741
0.742
0.839

0.755

3
75.158
76.362
86.885

110.979
139.426

87.346

7.053
6.941
6.970
6.871
6.858

6.906

3
4.244
4.088
3.755
3.167
3.281

3.814

0.556
0.649
0.672
0.712
0.793

0.647

4
70.615
67.267
80.930
102.838
139.597

80.240

4
7.065
6.989
6.957
6.872
6.850

6.973

4
3.852
3.947
3.334
2.767
2.867

3.641

0.541
0.678
0.709
0.717
0.815

0.656

5
78.199
76.886
89.833

114.093

155.128

119.685

6.986
6.858
6.878
6.828
6.771

6.866

5
3.583
3.607
3.123
2.589
2.456

2.523

erage 1st-5th

0.541
0.644
0.684
0.692
0.775

-0.113

(-2.80)***

Averagelst-5th
84.571

77.329
91.644
114.874
151.119
7.52
(0.40)

Averagelst-5th
7.038

6.990
6.965
6.850
6.813
0.161
(3.70)***

Aeerag 1st-5th
3.971

3.973
3.597
2.975
2.640
0.439
(2.33)*



(Table 6 continued)

Panel D: Underpricing, holdings of institutional shareholders and number of institutional shareholders split into firm size and management quality quintiles (Matched Common Sock |PO)

Management Quality Quintiles

Firm size quintiles TRF TSF

underpricing 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 erage 1st-5th

1 0.111 0.098 0.105 0.112 0.125 0.112 0.089 0.121 0.088 0.123 0.128 0.125

2 0.139 0.093 0.109 0.126 0.117 0.125 0.101 0.103 0.123 0.126 0.131 0.117

3 0.137 0.115 0.112 0.147 0.133 0.132 0.107 0.131 0.135 0.137 0.135 0.129

4 0.132 0.090 0.112 0.132 0.105 0.122 0.099 0.113 0.111 0.114 0.136 0.113

5 0.132 0.121 0.124 0.150 0.109 0.121 0.099 0.119 0.137 0.138 0.144 0.121

Average 0.136 0.110 0.111 0.135 0.122 0.012 0.102 0.120 0.123 0.126 0.136 -0.036
(0.45) (-2.27)**

instp 1 2 3 4 Average 1st-5th 1 2 3 4 5 Average st-5th

1 0.984 0.999 0.927 0.915 0.940 0.953 0.951 0.957 0.966 1.007 0.895 0.955

2 1.047 1.020 0.947 0.868 0.933 0.963 0.921 0.961 1.022 1.001 0.912 0.963

3 1.086 1.133 1.042 0.946 0.974 1.036 0.933 1.105 1.053 1.107 0.972 1.034

4 1.185 1.097 1.070 1.035 1.053 1.088 1.063 1.076 1.118 1.081 1.105 1.089

5 1.182 1.149 1.056 1.035 1.021 1.089 1.020 1.116 1.136 1.102 1.058 1.086

Average 1.097 1.080 1.008 0.960 0.984 0.113 0.978 1.043 1.059 1.060 0.988 -0.007
2.79)* (-0.11)

instn 1 2 3 4 Average 1st-5th 1 2 3 4 5 Average st-5th

1 25.103 24.259 21.500 26.855 26.909 24.925 27.691 26.236 22.789 23.963 24.016 24.939

2 29.768 25.429 22.948 27.105 28.763 26.803 28.431 27.339 25.623 26.649 25.847 26.778

3 28.327 29.088 26.571 29.845 29.817 28.730 28.684 31.207 28.293 27.759 27.782 28.745

4 33.949 30.186 28.263 31.397 32.000 31.159 32.053 31.164 30.306 30.746 31.660 31.186

5 38.370 33.821 31.085 37.414 37.055 35.549 35.309 35.322 35.196 34.879 36.815 35.504

Average 31.103 28.557 26.073 30.523 30.909 0.199 30.434 30.254 28.441 28.799 29.224 1.390
(0.11) (0.68)
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score quintiles. The difference between top-tietarwriter dummy of firms in the top and the bottom
TRF score quintiles is 0.113 within one percentngigance level. The difference between
underwriting spread as a percentage of the offeepn the top and the bottom TRF score quinties i
0.079 within five percent significance level. Filyalthe difference between institutional holdings i
the top and the bottom TRF score quintiles is O\M/itBin five percent significance level. The result
are not consistent with Chemmanur and Paeglis (2005

For TSF score results, we find that high team stimecfactor firms (i.e., firms in the top TSF
score quintile) are associated with top-tier undeens, incur lower expenses of going public (bwth
terms of underwriting spread and other expensegoaig public) and higher underpricing. The
Institutional holdings and the number of instita@b investors are not statistically different bedwe
top and bottom TSF score quintiles.

Table 7 reports the results of our univariate tedtshe relationship between management
experience and reputation and IPO characteristicSPAC IPO and matched common stock IPO. As
management experience is crucial for the succeSFBLC IPO, we performed the same analysis as in
Table 6 using management experience. We splitdhgke by management experience and by firm
size quintiles. Panel A shows the test result®pitter underwriter dummy, IPO offer size in mihis,
underwriting spread as a percentage of offer @k other offering expenses as a percentage af offe
size. Panel B shows the test results of IPO unabémgy institutional holdings and the number of
institutional investors.

For SPAC IPO, consistent with Chemmanur and Pagyi@5), we find that high management
experience firms are associated with top-tier uwdiéers, incur lower offering expenses (both
underwriting spread and other offering expensenjl greater underpricing. For example, the
difference between top-tier underwriter dummy ofg in the top and the bottom TRF score quintiles
is 0.009 within one percent significance level. Tthi#erence is statistically significant for all @

characteristics except for the institutional hotfinand the number of institutional investors. The
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Table 7 IPO characteristics split into firm siz&lananagement experience quintiles: SPAC vs. Matchadnon stock

Average IPO characteristics split into firm sizeamagement experiencendanmgtexper.) quintiles for SPAC and matched common stock IR@s provided. Panel A shows IPO
characteristics for SPAC IPO. Panel B shows IPQatdteristics for matched common stock IPO. Thenitéins of variables are the same as ones in Talled Table 5. T-test results
for the difference in means are reported. T-stasistre in parentheses. *, **, *** represents téve and one percent significance level, respebtive

Panel A: Underwriter reputation, |PO offer size, underwriting spread and offering expense split into firm size and management experience quintiles

Management Experience Quinti

Firm size quintiles SPAC Matched Comn&inck

toptierdummy 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 erage 1st-5th

1 0.106 0.200 0.186 0.220 0.158 0.174 0.549 0.544 0.500 0.536 0.533 0.532

2 0.175 0.259 0.263 0.281 0.246 0.245 0.684 0.614 0.633 0.656 0.661 0.650

3 0.288 0.397 0.368 0.404 0.327 0.357 0.714 0.683 0.698 0.667 0.702 0.693

4 0.246 0.321 0.327 0.368 0.316 0.316 0.702 0.689 0.661 0.690 0.725 0.693

5 0.259 0.407 0.362 0.417 0.365 0.362 0.836 0.778 0.764 0.784 0.769 0.786

Average 0.215 0.317 0.301 0.338 0.282 -0.065 0.697 0.662 0.651 0.667 0.678 0.028
(-1.86)* (1.21)

Insize 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 Averagel st-5th

1 58.508 77.776 77.689 126.863  75.681 83.303 23.59 86.474 66.465 101917 86.849 83.059

2 87.369 107.231  110.454  147.311 110.239 112.521 6.82% 83.815 65.713 94.999 83.891 81.049

3 118.166  137.456  129.010 191.676  138.680  142.998 87.399 91.856 80.564 110.187  99.169 93.835

4 94.441 116.327  122.116  160.782  118.820  122.497 08.201  111.005 100.822  133.242  121.037 114.861

5 122.346  156.287  151.018 175.763  152.067 151.496 150.645 137.789  140.818 153.693  157.444  148.078

Average 96.166 119.015 118.057  160.479  119.097 .85p2 99.332 102.188  90.876 118.808  109.678 -7.239
(-2.29)** (-1.49)

spread 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 Averagést-5th

1 7.514 7.380 7.381 7.350 7.279 7.381 7.062 7.094 7.060 7.063 7.009 7.058

2 7.356 6.910 7.045 6.908 6.649 6.974 6.952 7.015 6.951 6.940 6.926 6.957

3 7.051 6.591 6.778 6.618 6.373 6.682 6.937 6.997 6.953 6.941 6.960 6.958

4 7.114 6.703 6.849 6.754 6.425 6.769 6.831 6.960 6.876 6.861 6.908 6.887

5 6.708 6.376 6.425 6.397 6.304 6.442 6.810 6.935 6.869 6.839 6.833 6.857

Average 7.149 6.792 6.896 6.805 6.606 0.531 6.918 7.000 6.942 6.929 6.927 -0.016
(4.00)** (-0.60)

oexpense 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 Aeeraglst-5th

1 8.539 8.232 8.019 7.672 8.131 8.119 3.827 4.331 3.906 3.602 3.584 3.850

2 7.892 7.228 7.220 6.722 7.174 7.247 3.957 4.100 3.974 3.692 3.662 3.877

3 7.695 6.897 6.911 6.306 6.981 6.958 3.849 3.867 3.514 3.139 3.136 3.501

4 7.600 6.863 7.027 6.393 6.730 6.923 2.865 3.304 2.970 2.614 2.825 2.916

5 7.529 6.957 6.785 6.342 6.605 6.844 2.787 3.422 2.965 2.680 2.506 2.872

Average 7.851 7.235 7.192 6.687 7.124 0.719 3.457 3.805 3.466 3.145 3.143 0.192
(4.63)** (1.93)*
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(Table 7 continued)
Panel B: Underpricing, holdings of institutional shareholders and number of institutional shareholders split into firm size and management experience quintiles

Management Experience Quinti

Firm size quintile SPAC Matched Common &

underpricing 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 erage 1st-5th

1 0.025 0.022 0.020 0.020 0.031 0.024 0.134 0.112 0.085 0.129 0.094 0.111

2 0.017 0.017 0.014 0.011 0.026 0.017 0.128 0.122 0.087 0.130 0.111 0.116

3 0.018 0.014 0.013 0.009 0.023 0.015 0.143 0.126 0.115 0.148 0.111 0.129

4 0.010 0.011 0.006 0.004 0.022 0.011 0.122 0.109 0.094 0.129 0.118 0.114

5 0.014 0.013 0.011 0.007 0.025 0.014 0.145 0.128 0.106 0.141 0.114 0.127

Average 0.017 0.015 0.013 0.010 0.025 -0.009 0.134 0.119 0.097 0.135 0.110 0.026
(-2.53)** (2.30)*

instp 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 Average st-51h

1 0.113 0.195 0.159 0.178 0.133 0.156 0.924 0.909 1.042 0.944 0.945 0.953

2 0.154 0.238 0.210 0.213 0.172 0.197 0.943 0.902 1.089 0.954 0.944 0.966

3 0.154 0.246 0.194 0.204 0.170 0.194 1.075 0.981 1.085 1.019 1.022 1.036

4 0.154 0.246 0.206 0.211 0.179 0.199 1.093 1.057 1.121 1.087 1.088 1.089

5 0.171 0.264 0.224 0.247 0.206 0.222 1.106 1.026 1.159 1.115 1.037 1.089

Average 0.149 0.238 0.199 0.211 0.172 -0.021 1.028 0.975 1.099 1.024 1.007 0.028
(-1.19) (0.71)

instn 1 2 3 4 5 Average 1st-5th 1 2 3 4 5 Average st-51h

1 3.213 5.600 4.661 6.119 3.123 4.543 25.373 24.421 22.776 28.643 23.550 24.953

2 5.895 7.690 7.386 7.649 6.140 6.952 27.667 26.579 24.020 29.721 25.516 26.701

3 6.220 8.483 6.842 8.281 6.182 7.202 29.250 26.633 26.962 32.633 28.088 28.713

4 5.557 7.625 7.345 8.035 5.561 6.825 30.982 30.295 29.678 34.207 30.647 31.162

5 6.966 9.630 8.948 10.167 8.000 8.742 37.197 32.746 35.455 37.667 34.712 35.555

Average 5.570 7.806 7.036 8.050 5.801 -0.180 30.094 28.135 27.778 32.574 28.503 2.057
(-0.24) (1.86)*
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institutional holdings tend to increase as managemeperience increases, but the difference between
top and bottom management experience quintilesois statistically significant. The number of
institutional investors does not vary much with @mg@ment experience.

On the other hand, for matched common stock IPOfimee higher management experience
leads to lower other offering expenses, underpgieind the number of institutional investors. Fg-to
tier underwriter dummy, underwriting spread andiingonal holdings, the difference between top and
bottom management experience quintiles is notssizdily significant. The difference between other
offering expenses of firms in the top and the battmanagement experience quintiles is 0.192 within
ten percent significance level. The difference leetwthe underpricing of firms in the top and the
bottom management experience quintiles is 0.026invitive percent significance level. Finally, the
difference between the number of institutional stees in the top and the bottom management
experience quintiles is 2.057 within ten perceghsicance level.

4.6 Cross-Sectional Regression of Offer Size on Management Experience, Other Management
Quality and Reputation: SPAC I PO and Matched Common Stock | PO

We use a cross-sectional regression analysis #sathe effect of management experience,
other management quality and reputation on SPA@aiched common stock IPO offer sizaVe use
a censored tobit regression as in Chemmanur angli®42005). Our base regression model is as
follows.

Offsize=a;, + 4 * meanmgtexyer., + 5,*bva + 5, *bva2, + 5, * In fage + S, * odir +¢, ... (1)

wherea, ande, is constant term and error components.

Before we perform the regression analysis, we d@orthulticollinearity test by calculating Varianceflience Factor
(VIF) values. On average, VIF value is less thdarZzach regression. If we set the cut-off criterad the multicollinearity
at the VIF value of 4, which is a widely used aiite, there is no serious multicollinearity in tk@mple. We perform this
test throughout the whole regression analysis.

12 Chemmanur and Paeglis (2005) do not include yeammurim the regression. We perform regression anglysth
yeardummy and the result is qualitatively the sasaithout it.
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The definition of other variables in equation (%)the same as ones in Table 2. From our base
regression model, we add other management qualityeputation variables in Table 2 for each firm
We expect positive relationship between managemeality and reputation variables and IPO offer
size Qffsizg) based on our hypothesis 2 and Chemmanur andi®§2005).

Table 8 shows the tobit regression results of thegon (1). T-statistics are in the parentheses.
* ke represents ten, five and one percent miifcance level, respectively. We find positive
relationships betweemeanmgtexper. and Insize of SPAC IPO. The result is consistent with our
hypothesis 2 and Chemmanur and Paeglis (2005). Haweve find no statistical relationships
betweenmeanmgtexper. andinsize of matched common stock IPO except for regresSiorhe result
is not consistent with Chemmanur and Paeglis (2005egression 1, one standard deviation increase
in meanmgtexper. increasednsize by 20% (approximately $1.22 million dollars). kesns that the
average management experience of SPACs signal duality so that they attract more outside
investors and induce larger offer size. Howevemmmn stock investors are not attracted by the
average management experience.

We find negative relationships betwetsize, pfteam, plawacc or tenure andInsize of SPAC
IPO. The result is not consistent with our hypoih& and Chemmanur and Paeglis (2005). On the
other hand, we find a positive relationship betwaenprofit andInsize of SPAC IPO. The result is
consistent with our hypothesis 2 and ChemmanurRaeplis (2005). In regression 1, one standard
deviation increase inonprofit increasesnsize by 22.31% (approximately $1.25 million dollard)id
not management quality itself but management réjputautside business community that induces
larger offer size for SPAC IPO. We find positivéatenships betweetsize, pmba, pfteam or tenure
andInsize of matched common stock IPO. The result is coasistith Chemmanur and Paeglis (2005).
In regression 1, one standard deviation increassz® pmba, pfteam andtenure increases$nsize by
30.00% (approximately $1.35 million dollars), 21%0%approximately $1.23 million dollars), 14.36%

(approximately $1.15 million dollars) and 10.72%geoximately $1.11 million dollars), respectively.
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Table 8 Relationship between offer size and managéexperience, quality and reputation: SPAC vschted common stock

The censored tobit regression results are provitled.dependent variable is the natural log of IFf@rsize (nsize). Total of 158 observations, 158 SPAC IPOs (152G and 158
matched common stock IPOs from August 2003 tillrBaky 2008, are used in the regression analysis.dEifinitions of variables are the same as oné&abie 2. N represents the
number of observations. T-statistics are in paesgh. *, **, *** represents ten, five and one percgignificance level, respectively.

Matched
SPAC 1 2 3 4 5 Common 1 2 3 4 5
intercept 4.277 2.735 3.220 2.788 2.756 intercept .822 4.306 3.798 3.799 3.972
(10.21 )% (8.75)** (9.23)*** (9.26)** (9.01)**= (7.44)%*= (15.35)*** (11.99)** (12.92)*** (11.94)**
mean- 0.039 0.039 0.043 0.041 0.034 mean- -0.006 -0.019 -0.008 -0.015 -0.021
mgtexper. (3.08)*** (2.78)*** (3.11)*** (3.04)** (2.47)* mgtexper. (-0.50) (-B2) (-0.60) (-1.28) (-1.74)*
tsize -0.132 tsize 0.088 0.074
(-2.79)** (3.83)**=* (3.14)»*
pmba -0.353 pmba 1.315 1.350
(-1.28) (4.25)** (4.10)**=
pfteam -1.281 -0.884 pfteam 0.869 0.623
(-4.35)*** (-2.86)** (2.70)**= (1.82)*
plawacc -0.785 plawacc 0.168
(-2.02)* (0.45)
tenure -1.417 -1.375 tenure 0.044
(-3.86)*** (-3.56)*** (1.78)*
nonprofit 0.081 0.071 nonprofit -0.048
(3.19)** (2.65)**= (-1.76)*
bva 3.212 3.068 3.002 3.382 2.961 bva 1.591 1.715 1.647 1.678 1.652
(7.24)»* (6.40)*** (6.42)** (7.21)** (6.29)**= (7.88)**= (7.82)** (7.70)** (8.03)*** (7.51)***
bva2 -0.894 -0.841 -0.817 -0.943 -0.819 bva2 -0.309 -0.350 -0.339  -0.343 -0.329
(-5.95)*  (-5.15)***  (-5.12)F*  (-5.90)**  (-5.12)%* (-5.19)%*  (-5.32)%*  (-5.30)*+ (-5.48)F*  (-4.99)%
Infage 0.182 -1.642 -1.579 -0.209 -1.493 Infage -0.085 -0.012 -0.030 -0.024 0.010
(0.36) (-4.42)*** (-4.35)*** (-0.39) (-4.06)** (-1.10) (-0.16) (-Q11) (-0.33) (0.13)
odir 0.301 0.232 0.250 0.209 0.201 odir -0.108 -0.014 -0.103 0.001 -0.008
(5.66)** (5.25)** (5.75)*** (4.87)** (4.47)%*= (-2.87)** (-0.48) (-2.56)** (0.03) (-0.28)
Pseudo-R  0.26 0.18 0.19 0.20 0.19 Pseudd*R 0.26 0.16 0.19 0.20 0.17
N 158 158 158 158 158 N 158 158 158 158 158
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Overall, more management experience and higher geament team reputation outside
business community leads to larger IPO offer smeSPAC IPO. However, it is not the case in other
management quality variables. The result is comsistvith industry prediction that management
experience plays an important role in attractingestors for future SPAC business combination.

4.7 Cross-Sectional Regression of Underwriter Reputation on Management Experience, Other
Management Quality and Reputation: SPAC PO and Matched Common Stock 1 PO

We use a cross-sectional regression analysis #saithe effect of management experience,
other management quality and reputation on the mnrder reputation of SPAC or matched common
stock. We use a binary logistic regression. Ourb&gression model is as follows. We predict a
positive relationship between management qualityeputation variables and underwriter reputation as

in our hypothesis 3 and Chemmanur and Paeglis §2005

e*?

1+¢e*F

Pr(toptierdummy; ) = =AX'S)... (2

ANis the logistic cumulative distribution functioK.is a vector of covariatesnéanmgtexper .,
bva, bva2, Infage, andodir).** The definition of other variables in equation {dthe same as ones in
Table 2. From our base regression model, we adet athnagement quality and reputation variables in
Table 2 for each firnn,

Table 9 shows the binary logistic regression resoitthe equation (2). Z-statistics are in the
parentheses. *, **, *** represents ten, five andeqgmercent significance level, respectively. Panel A
shows the regression results of SPAC IPO. Pandidi#/s the regression results of matched common
stock IPO.

No relationships are found between management tguaind reputation variables and

toptierdummy of SPAC IPO, except foodir. There is a positive relationship betweedir and

13 Chemmanur and Paeglis (2005) does not include gy in their regression equation. We perform régression
analysis with year dummy and our results do nohgbka
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Table 9 Relationship between underwriter reputatiotht management experience, quality and reputé®BAC vs. Matched common stock
The binary logistic regression results are providete dependent variable is top-tier underwritemchy ¢optierdummy). Panel A shows the regression results of SPAC PPdbel B
shows the regression results of matched commork $R©. Total of 158 observations, 158 SPAC IPOX(8PACs) and 158 matched common stock IPOs fronustug003 till
February 2008, are used in the regression analysesdefinitions of variables are the same as angable 2. N represents the number of observatibrsatistics are in parentheses. *,

** **x rapresents the ten, five and one percemnificance level, respectively.

Panel A: SPA( 1 2 3 4 5
intercept -0.635 -0.713 -0.724 -0.703 -0.708
(-2.59)*** (-4.07)*** (-3.84)*** (-3.82)*** (-4.08 )***
meanmgtexper. 0.006 0.010 0.010 0.010 0.008
(0.87) (1.40) (1.40) (1.41) (1.09)
tsize 0.001 0.004
(0.04) (0.16)
pmba -0.023 -0.025
(-0.15) (-0.17)
pfteam 0.068
(0.38)
plawacc -0.225
(-0.90)
tenure 0.154
(0.36)
nonprofit 0.017 0.020
(1.30) (1.58)
bva 0.789 0.811 0.806 0.800 0.786
(3.10)*** (3.34)*** (3.30)*** (3.19)*** (3.20)***
bva2 -0.208 -0.217 -0.215 -0.214 -0.212
(-2.63)*** (-2.82)*** (-2.78)*** (-2.71)*** (-2.75 )***
Infage -1.005 -0.813 -0.820 -0.814 -0.744
(-1.41) (-3.34)*** (-3.31)*** (-3.34)*** (-3.02)***
odir 0.142 0.154 0.151 0.154 0.145
(3.73)*** (4.79)*** (4.09)*** (4.79)*** (4.53)***
Pseudo R 0.39 0.37 0.37 0.37 0.39
N 158 158 158 158 158
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(Table 9 continued)

Panel B: Matched

Common Stoc 1 2 3 4 5
intercept -0.696 0.033 -0.291 -0.110 0.032
(-2.29)** (0.17) (-1.30) (-0.53) (0.17)
meanmgtexper. -0.009 -0.015 -0.008 -0.014 -0.015
(-1.01) (-1.85)* (-0.95) (-1.67)* (-1.86)*
tsize 0.062 0.055
(2.97)*** (2.77)***
pmba 0.467 0.469
(1.99)** (1.93)*
pfteam 0.431
(2.74)*
plawacc 0.134
(0.49)
tenure 0.026
(1.212)
nonprofit -0.013 0.004
(-0.58) (0.22)
bva 0.632 0.694 0.677 0.676 0.690
(2.52)** (2.91)*** (2.93)*** (2.82)*** (2.90)***
bva2 -0.107 -0.131 -0.132 -0.127 -0.132
(-0.85) (-1.29) (-1.39) (-1.19) (-1.30)
Infage -0.060 0.004 -0.018 -0.009 0.005
(-0.96) (0.08) (-0.33) (-0.17) (0.09)
odir -0.031 0.039 -0.027 0.042 0.040
(-0.98) (1.84)* (-0.86) (2.97)* (1.84)*
Pseudo R 0.20 0.12 0.16 0.14 0.12
N 158 158 158 158 158
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toptierdummy from regression 1 to regression 5. The resulstaistically significant within one
percent significance level. The positive effectresgnts the higher probability to involve top-tier
underwriters. The result is consistent with our dtiyesis 3 and Chemmanur and Paeglis (2005). As
more outside directors are involved in the teamrentop-tier underwriters are involved in SPAC IPO.
It seems that management reputation outside bussioemmunity, as defined in Chemmanur and
Paeglis (2005), is important in attracting top-tierderwriters. We calculate the odds ratio from
logistic regression. For example,ar increases from 0 to 1 (the number of outside thrsdn firmi
increases by one), so do the odds of hiring taputielerwriter from 0.006 to 0.018 in regression 1.

For other control variables, we find negative relahips betweeinfage and toptierdummy
from regression 2 to regression 5. The relatiorsslaige statistically significant within one percent
significance level. Also, we find positive relatginps betweebva andtoptierdummy from regression
1 to regression 5. The relationships are statiftisagnificant within one percent significance &v
The result is consistent with Chemmanur and Paé2dig5).

For matched common stock IPO, we find consistersitpe relationships betweetsize or
pmba and toptierdummy. Also, we find consistent positive relationshipgtieen bva and
toptierdummy. The result is consistent with Chemmanur and Pa€2005). In regression 1, &észe
increases from 6 to 7 (one more person joins theag@ment team with six members for fidnso do
the odds of hiring top-tier underwriter from 0.2860.412.

Overall, for SPAC IPO, higher management experieocather management quality variables
do not attract top-tier underwriters. The resulbhdd consistent with our prediction in a hypothéeis
As we can see from the averagptierdummy in Table 2, comparing with common stock IPO, tigp-t

underwriters seldom participate in SPAC IPO undging.
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4.8 Cross-Sectional Regression of Underwriting Spread or Other Offering Expenseson
Management Experience, Other Management Quality and Reputation
: SPAC IPO and Matched Common Stock |1 PO

We use a cross-sectional regression analysis &sadbe effect of management experience,
other management quality and reputation on the nwrdang spread or other offering expenses of
SPAC or matched common stock IPO. We perform Orglih@ast Squares (OLS) estimation as in

Chemmanur and Paeglis (2005). Our base regressidelmare as follows.

Soread =a; + 4 * meanmgtexyer., + 5,*bva + B, *bva2, + 5,*In fage + 4, * odir +¢, ... (3)

Oexense =a, + 4 * meanmgtex(er., + 4, *bva + B, *bvé, + 5, *Infage+ A, * odif +¢ ... (4)
wherea, ande, is constant term and error componéfithe definition of other variables in

equation (1) is the same as ones in Table 2. Frambase regression models, we add other
management quality and reputation variables in & &for each firm. Also, we perform the same
regression by substitutingsize for bva; andbva2; in regression 2. Our prediction is that there is a
negative relationship between management qualityeputation and underwriting spread or other
offering expenses as in our hypothesis 4 and Chemanand Paeglis (2005).

Table 10 shows the regression results of the emuéB). T-statistics are in the parentheses. *,
** *x% represents ten, five and one percent sigeahce level, respectively. Panel A and B shows the
regression results of SPAC and matched common $R©Ok We find negative relationships between
tsize andspread of SPAC IPO in regression 1, 2 and 4. The resutioinsistent with our hypothesis 4
and Chemmanur and Paeglis (2005). In regressionelstandard deviation increase in tsize decreases
spread by 31.98%. We cannot find any relationskeipvben other management quality and reputation
variables andspread. We find negative relationships between Infage apcead of SPAC IPO in
regression 3. The result is consistent with Chemmamnd Paeglis (2005). In regression 3, one

standard deviation increase in Infage decreasesdry 5.08%.

14 Chemmanur and Paeglis (2005) does not include gesmy in their regression equation. We perform régression
analysis with year dummy and our results do nohgbka
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Table 10 Relationship between underwriting spreatimanagement experience, quality and reputatiBACSvs. Matched common stock
The OLS regression results are provided. The degrendariable is underwriting spreagbiead). Panel A shows the regression results of SPAC FaDel B shows the regression results
of matched common stock IPO. Total of 158 obseonati 158 SPAC IPOs (152 SPACs) and 158 matched oonstock IPOs from August 2003 till February 2088 used in the
regression analysis. The definitions of variablesthe same as ones in Table 2. N represents thberwof observations. T-statistics are in paremhes **, *** represents the ten, five
and one percent significance level, respectively.

Panel A: SPA( 1 2 3 4 5
intercept 8.321 9.176 8.767 9.292 8.506
(10.78)*** (9.67)*** (17.04)*** (16.65)*** (14.96)***
meanmgtexper. -0.028 -0.022 -0.031 -0.029 -0.032
(-1.17) (-0.90) (-1.34) (-1.28) (-1.39)
tsize -0.169 -0.216 -0.186
(-1.93)* (-2.45)** (-2.27)**
pmba 0.631 0.692 0.552
(1.24) (1.34) (1.08)
pfteam 0.754 0.546
(1.39) (0.95)
plawacc 0.802 0.690
(1.12) (0.95)
tenure -0.630 -1.169
(-0.93) (-1.73)*
nonprofit -0.020 -0.012
(-0.43) (-0.25)
bva -2.077 -2.742 -2.490 -2.613
(-2.54)** (-3.48)*** (-3.17)*** (-3.28)***
bva2 0.615 0.833 0.750 0.797
(2.22)** (3.10)*** (2.80)*** (2.94)***
Infage -0.238 -0.359 -1.045 -0.858 -0.987
(-0.25) (-0.38) (-1.71)* (-1.41) (-1.61)
odir 0.071 0.119 -0.038 0.100 -0.027
(0.73) (1.11) (-0.52) (1.06) (-0.37)
Insize -0.203
(-1.61)
Adjusted R 0.18 0.16 0.15 0.18 0.15
N 158 158 158 158 158
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(Table 10 continued)

Panel B: Matched

Common Stoc 1 2 3 4 5
intercept 7.359 8.140 6.972 7.233 6.883
(26.01)*** (29.83)*** (36.23)*** (32.77)*** (35.78)***
meanmgtexper. 0.010 0.007 0.012 0.006 0.015
(1.13) (0.85) (1.43) (0.72) (1.84)*
tsize -0.044 -0.023 -0.038
(-2.57)** (-1.38) (-2.32)**
pmba 0.169 0.498
(0.73) (2.19)*
fteam -0.420 -0.215
g (-1.75)* (-0.93)
plawacc -0.232 -0.192
(-0.82) (-0.72)
tenure -0.047 -0.034 -0.046
(-2.56)** (-1.96)* (-2.52)**
nonprofit 0.032 0.016
(1.56) (0.85)
bva -0.489 -0.496 -0.460 -0.536
(-3.24)*** (-3.29)*** (-3.09)*** (-3.60)***
bva2 0.092 0.101 0.096 0.110
(2.06)** (2.25)** (2.15)** (2.46)**
Infage 0.078 0.053 0.008 0.018 0.082
(1.36) (0.98) (0.17) (0.35) (1.41)
odir 0.038 0.008 -0.022 0.023 -0.013
(1.37) (0.32) (-1.10) (0.84) (-0.67)
Insize -0.256
(-5.53)***
Adjusted R 0.13 0.22 0.07 0.10 0.10
N 158 158 158 158 158
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For matched common stock IPO, we find negativetioglahips betweetsize, pfteam or tenure
andspread in regressions 1, 2, 4 and 5. The results areistens with Chemmanur and Paeglis (2005).
In regression 1, one standard deviation increadeize decreasespread by 14.98%. One standard
deviation increase ipfteam decreasespread by 6.94%. Finally, one standard deviation increiase
tenure decreasespread by 11.46%. For control variables, there are nggatlationships betwediva
or Insize andspread from regression 1 to regression 5. The resultsstatstically significant within
one percent significance level. In regression &, standard deviation increasebva decreasespread
by 30.92%. In regression 2, one standard deviaticrease irinsize decreasespread by 21.45%.

Table 11 shows the regression results of the emuédi). T-statistics are in the parentheses. *,
** %% represents ten, five and one percent sigrahce level, respectively. Panel A shows the
regression results of SPAC IPO. Panel B showsdbeession results of matched common stock IPO.

We find negative relationships betweeneanmgtexper. and oexpense of SPAC IPO in
regression 1, 3, 4 and 5. Also, we find negatiVatienships betweenonprofit andoexpense of SPAC
IPO in regression 1, 3, 4 and 5. We substitaseze for bva andbva2 to control for the IPO offer size
instead of firm size as in Chemmanur and Paegll8%2 We find negative relationships betwésre
or tenure andoexpense of SPAC IPO in regression 2. The results are sbaisi with our hypothesis 4
and Chemmanur and Paeglis (2005). In regressionelstandard deviation increasarmeanmgtexper.
decreasesexpense by 36.06%. Also, one standard deviation increas®mnprofit decreasesexpense
by 43.36%. In regression 2, one standard devidhiorease intsize decreasesexpense by 38.33%.
One standard deviation increaseténure decreasesexpense by 75.01%. Finally, we find negative
relationships betweeimsize and oexpense of SPAC IPO in regression 2. One standard dewiatio
increase irinsize decreasesexpense by 103.87%.

For matched common stock IPO, we find negativetiolahips betweemeanmgtexper. and

oexpense in regressions 2. The result is consistent witkr@manur and Paeglis (2005). In regression 2,
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Table 11 Relationship between offering expenses@nthgement experience, quality and reputation:GS¥# Matched common stock
The OLS regression results are provided. The dep#ndiriable is other offering expensesxpense). Panel A shows the regression results of SPAC PPaDel B shows the regression
results of matched common stock IPO. Total of 1BbSeovations, 158 SPAC IPOs (152 SPACs) and 158hmdtcommon stock IPOs from August 2003 till Feby2008, are used in
the regression analysis. The definitions of vagaldre the same as ones in Table 2. N representsithber of observations. T-statistics are in gheses. *, **, *** represents the ten,
five and one percent significance level, respebtive

Panel A: SPA( 1 2 3 4 5
intercept 9.912 13.784 10.355 10.752 10.378
(8.83)*** (10.65)*** (13.89)*** (13.14)*** (13.87)***
meanmgtexper. -0.071 -0.037 -0.083 -0.082 -0.082
(-2.07)** (-1.10) (-2.47)** (-2.43)** (-2.43)**
tsize -0.077 -0.202 -0.141
(-0.60) (-1.68)* (-1.17)
pmba -0.279 -0.530
(-0.38) (-0.75)
pfteam 1.103 -0.027
(1.40) (-0.03)
plawacc 0.649 -0.093
(0.62) (-0.09)
tenure -1.127 -2.500
(-1.15) (-2.71)***
nonprofit -0.158 -0.092 -0.616
(-2.32)** (-1.38) (-0.64)
bva -3.380 -4.046 -3.855 -3.905
(-2.84)*** (-3.54)*** (-3.34)*** (-3.35)***
bva2 0.882 1.084 1.021 1.038
(2.19)** (2.78)*** (2.60)*** (2.61)***
Infage 0.936 0.999 0.115 0.256 0.757
(0.68) (0.77) (0.13) (0.29) (0.57)
odir -0.093 0.172 -0.165 -0.061 -0.175
(-0.66) (1.17) (-1.57) (-0.44) (-1.64)
Insize -0.902
(-5.23)***
Adjusted R 0.18 0.27 0.17 0.17 0.16
N 158 158 158 158 158
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(Table 11 continued)

Panel B: Matched

Common Stoc 1 2 3 4 5
intercept 4.957 9.739 4.325 5.021 4.294
(3.98)*** (9.22)*** (5.21)*** (5.22)*** (5.19)***
meanmgtexper. -0.050 -0.060 -0.016 -0.031 -0.027
(-1.25) (-1.86)* (-0.44) (-0.83) (-0.73)
tsize -0.094 0.056 -0.102
(-1.24) (0.86) (-1.42)
pmba -1.212 1.012
(-1.19) (1.15)
pfteam 0.131 1.586
(0.12) Q.77)*
plawacc 1.334 1.671
(1.08) (1.62)
tenure -0.115 -0.042
(-1.41) (-0.63)
nonprofit 0.173 0.098 0.135
(1.94)* (1.36) (1.53)
bva -2.707 -2.580 -2.486 -2.696
(-4.08)*** (-3.97)*** (-3.82)*** (-4.14)***
bva2 0.550 0.562 0.547 0.558
(2.80)*** (2.89)*** (2.82)*** (2.88)***
Infage 0.367 0.233 0.144 0.168 0.145
(1.44) (1.11) (0.65) (0.76) (0.66)
odir 0.080 -0.093 -0.067 0.054 -0.055
(0.65) (-0.93) (-0.78) (0.44) (-0.64)
Insize -1.710
(-9.55)***
Adjusted R 0.14 0.40 0.11 0.12 0.12
N 158 158 158 158 158
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one standard deviation increase nmeanmgtexper. decreaseexpense by 24.03%. For control
variables, there are negative relationships betvwwanor Insize and oexpense from regression 1 to
regression 5. The results are statistically sigarit within one percent significance level. Theuless

are consistent with Chemmanur and Paeglis (20085gdression 1, one standard deviation increase in
bva decreasevexpense by 171.22%. In regression 2, one standard dewiainzrease inlnsize
decreaseesexpense by 143.45%.

We find consistent negative relationships betweR® loffer size Ifisize) and underwriting
expensesspread or oexpense) both for SPAC IPO and for matched common stodR. IPhe results
are consistent with Chemmanur and Paeglis (2008) thte argument of economies of scale in
underwriting (Altinkilic and Hansen, 2000). Overdthr SPAC IPO, management experience does not
have any statistically significant relationship lmitnderwriting spread even though the sign is megat
However, it has negative relationship with othefenhg expenses for SPAC IPO with statistical
significance.

4.9 Cross-Sectional Regression of Underpricing on Management Experience, Other Management
Quality and Reputation: SPAC I PO and Matched Common Stock | PO

We use a cross-sectional regression analysis #sathe effect of management experience,
other management quality and reputation on SPA@atched common stock IPO underpricing. We
perform OLS estimation as in Chemmanur and Pagg0i§5)*® Our base regression model is as
follows.

Underpricing, = a, + 5, * meanmgtexper., + 5, * bva, + S, * bva2,

. (5
+ 5, * In fagg + S, * toptierdummy; + & ®)

!> Chemmanur and Paeglis (2005) winsorize underrieinthe 1st and the 99th percentile. We run theessions with
winsorization and the results do not change. Soyepert the regression results without winsorizati€hemmnur and
Paeglis (2005) use the residuals from the regressfounderwriter reputation on management qualitg aeputation

variables to fix the effect of high correlation Wween them. However, we do not see high correldietaeen them in our
sample. So, we use underwriter reputatitmpt{(erdummy) in the regression. Also, Variance Inflation FaotdlF) score

tells us that no multicorrelation problem.
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wherea, and ¢, is constant term and error components. Year dusiaie included in the

regression. The definition of other variables ima&tipn (1) is the same as ones in Table 2. From our
base regression model, we add other managemeritycarad reputation variables in Table 2 for each
firm i. We expect a positive relationship between SPAGagament quality and underpricing, while a
negative relationship is expected between the nmeamagt quality of matched common stock and
underpricing as in our hypothesis 1.

Table 12 shows the OLS regression results of theatempn (5). T-statistics are in the
parentheses. *, ** *** represents ten, five andeopercent significance level, respectively. The
coefficients of year dummies are not reported.

We find positive relationships betweswanmgtexper. andunderpricing of SPAC IPO. Also, we find
positive relationships betwedsize andunderpricing of SPAC IPO. The relationships are statistically
significant within five percent significance levélhe result is consistent with our hypothesis 1 amd
discussion in section 2. In regression 1, one st@hdeviation increase imeanmgtexper. increases
underpricing by 0.65%. If we translate this increase into “mpmeft on the table” defined as in
Loughran and Ritter (2002), it increases by the wmmf $734.32. Also, one standard deviation
increase intsize increasesunderpricing by 0.81%. Similarly, it is translated into the liease of
$915.08 for “money left on the table”. For contwariables, there is a negative relationship between
bva andunderpricing. The result is consistent with Chemmanur and Pa¢g005). In regression 1,
one standard deviation increasebwa decreasesinderpricing by 3.34%. It seems that the average
management experience and management team sizPALsSare valued by the IPO market by
signaling firm quality. However, other managemeudldy and reputation variables are not valued by
the IPO market for SPAC IPO.

For matched common stock IPO, we do not find afgtionship betweemeanmgtexper. and

underpricing. The result implies that average management expeziis valuable in special issues like
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Table 12 Relationship between underpricing and mpamant experience, quality and reputation: SPAGAdched common stock

The OLS regression results are provided. The dependriable is IPO underpricingriderpricing). Total of 158 observations, 158 SPAC IPOs (152&$) and 158 matched common
stock IPOs from August 2003 till February 2008, @sed in the regression analysis. The definitidnsadables are the same as ones in Table 2. Nsepts the number of observations.
T-statistics are in parentheses. *, **, *** repragethe ten, five and one percent significancelJeespectively. The coefficients of year dummiess @ot reported.

Matched
SPAC 1 2 3 4 Common Stoc 1 2 3 4
intercept -0.031 -0.032 -0.011 -0.011 Intercept 66.0 0.090 0.075 0.134
(-0.68) (-0.70) (-0.27) (-0.27) (0.30) (0.41) 30) (0.68)
meanmgtexper. 0.001 0.001 0.001 0.001 meanmgtexp€r.001 -0.001 -0.001 0.001
(1.89)* (1.85)* (1.80)* (1.87)* (-0.39) (-0.26) -@.39) (0.18)
tsize 0.005 0.005 tsize -0.001 -0.003
(2.33)* (2.49)* (-0.28) (-0.54)
pmba 0.005 0.005 pmba -0.051 -0.070
(0.39) (0.35) (-0.54) (-0.73)
pfteam 0.002 0.004 -0.001 pfteam 0.187 0.176 0.159
(0.10) (0.25) (-0.09) (2.91)* (1.79)* (2.70)*
plawacc -0.004 -0.005 plawacc -0.077 -0.081
(-0.20) (-0.22) (-0.65) (-0.69)
tenure 0.023 0.021 tenure 0.014 0.013
(1.22) (1.13) (1.86)* (2.75)*
nonprofit -0.002 -0.001 -0.001 nonprofit -0.020 .020 -0.018
(-1.24) (-1.08) (-0.67) (-2.43)** (-2.44)* (z27)**
bva -0.071 -0.068 -0.058 -0.057 bva 0.029 0.012 019®. 0.011
(-3.06)*** (-2.88)*** (-2.56)** (-2.53)** (0.48) (0.19) (-0.31) (0.18)
bva2 0.021 0.020 0.017 0.017 bva2 -0.003 0.001 40.00 -0.002
(2.69)*** (2.58)** (2.20)* (2.18)* (-0.16) (0.®) (0.20) (-0.11)
Infage -0.010 -0.017 0.010 0.008 Infage -0.004 08.0 0.017 0.011
(-0.37) (-0.63) (0.50) (0.42) (-0.17) (-0.15) g8) (0.52)
toptierdummy -0.011 -0.009 -0.008 toptierdummy 04a. 0.043 0.048
(-1.19) (-1.03) (-0.87) (2.27) (1.20) (1.36)
Year Dummies  Yes Yes Yes Yes Yes Yes Yes Yes
Adjusted R 0.08 0.08 0.07 0.07 Adjusted R 0.03 0.04 0.01 0.02
N 158 158 158 158 N 158 158 158 158
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SPAC IPO. However, we find negative relationshipsaeennonprofit and underpricing, while we
find positive relationships betwegfteam or tenure andunderpricing. The result is not consistent with
Chemmanur and Paeglis (2005). It seems that mareageraputation outside business community
leads to lower underpricing, while other managenupratlity does not. In regression 1, one standard
deviation increase inonprofit decreasesinderpricing by 3.96%. It is translated into the reduction of
$4,473.70 for “money left on the table”.

Overall, consistent with firm quality signaling argent, our result implies that management
guality (management experience and managementdigainsignals firm quality to the market through
underpricing for SPAC IPO. However, it is not tlese for matched common stock IPO.

4.10 Cross-Sectional Regression of Institutional Interest on Management Experience, Other
Management Quality and Reputation: SPAC PO and Matched Common Stock 1 PO

We use a cross-sectional regression analysis #sathe effect of management experience,
other management quality and reputation on thetutisinal interest in SPAC or matched common
stock IPO. We use two institutional interest vaealas in Chemmanur and Paeglis (2005): the natural
logarithm of the percentage of the offer allocatehstitutional investors at the end of the fostarter
after the IPOIifstp) and that of the number of institutional investatshe end of the first quarter after
going public {nstn). We use censored tobit regression as in ChemmamairPaeglis (2005§.Our
base regression model is as follows.

instp, = a, + 5,* mean mgt exper ., + 5, * bva, + S, * bva2,

.. (6
+ 5, * In fage + S, * toptierdummy, + & ©)

wherea; and &, is constant term and error components. The definiof other variables in

equation (1) is the same as ones in Table 2. Frombase regression model, we add other
management quality and reputation variables in @&bfor each firm. Also, we substituténstn; for

instp; as the alternative institutional interest dependeariable. We predict positive relationships

16 Chemmanur and Paeglis (2005) do not include yeamaly variables. We run the regressions with yeantdies and the
results do not change.
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between management quality or reputation varia@fes institutional interest as in hypothesis 4 and
Chemmanur and Paeglis (2005).

Table 13 shows the OLS regression results of theatesp (6). T-statistics are in the
parentheses. *, ** *** represents ten, five andeqguercent significance level, respectively. We find
positive relationships betwedsze andinstp or instn of SPAC IPO in regression 1, 3, 4 and 6. The
relationship is statistically significant withinvé or one percent significance level. The result is
consistent with our hypothesis 4 and ChemmanurRaeplis (2005). In regression 1, one standard
deviation increase itsize increasesnstp by 6.19%. In regression 4, one standard deviatiorease in
tsize increasesnstn by 278.29%, more than doubling the number of tagtinal investors. It seems
that management team size is important factortraing institutional investors.

For control variables, we find positive relationshbetweenoptierdummy andinstp or instn of
SPAC IPO from regression 1 to regression 8. Thaticglships are statistically significant within one
percent significance level. The result is consistath Chemmanur and Paeglis (2005). In regres&jon
one standard deviation increasetoptierdummy increasesnstp by 7.47%. Also, in regression 4, one
standard deviation increase ftoptierdummy increasesinstn by 355.24%, more than tripling the
number of institutional investors. As in Chemmammd Paeglis (2005), underwriter reputation is
important factor in attracting the institutionalvestors of SPAC IPO as well as the institutional
investors of common stock IPO. We find negativatiehships betweemmfage andinstp or instn of
SPAC IPO in regression 2, 3, 5, 6, 7 and 8. Thaticriships are statistically significant within diwor
one percent significance level. In regression 2 standard deviation increaselifage decreases
instp by 9.66%. In regression 5, one standard deviatiorease irinfage decreasemstn by 447.35%,
more than four times reduction in the number ofitagonal investors. For SPACs, firm age is less

than one year. If we consider this firm age agtieparation time for going public, higher firm agpn
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Table 13 Relationship between institutional intesesl management experience, quality and repute®BAC vs. Matched common stock
The censored tobit regression results are provitled.dependent variables is the natural log ofpreentage of the offer allocated to instituticimaiestors instp) and the number of
institutional investorsifistn) as reported in SEC 13-F filings at the end offtte quarter after the IPO, respectively. Panedhdws the regression results of SPAC IPO. Parsfidvs
the regression results of matched common stock Tl of 158 observations, 158 SPAC IPOs (152 S®A@d 158 matched common stock IPOs from Augu3s 20 February 2008,
are used in the regression analysis. The defistoinvariables are the same as ones in Table Zpkesents the number of observations. T-statisfiesin parentheses. *, ** ***
represents the ten, five and one percent significdevel, respectively.

Panel A: SPAC 1 2 3 4 5 6 7 8
Dependent Variable INSTP INSTP INSTP INSTN INSTN SINN INSTN INSTN
intercept 0.017 0.181 0.029 2.608 7.045 -0.248 6.32 6.694
(0.12) (1.84)* (0.25) (0.45) (1.84)* (-0.06) (1)51 (2.75)*
meanmgtexper. -0.001 -0.0001 -0.0002 -0.087 -0.078 -0.085 -0.083 -0.100
(-0.21) (-0.02) (-0.05) (-0.49) (-0.43) (-0.49) 0.45) (-0.54)
tsize 0.033 0.032 1.467 1.531
(2.31)** (2.45)** (2.72)*** (3.08)***
pmba 0.125 1.906 1.690
(1.22) (0.49) (0.42)
pfteam -0.042 -4.666
(-0.39) (-1.14)
plawacc -0.055 -2.789
(-0.39) (-0.50)
tenure 0.072 0.547
(0.38) (0.06)
nonprofit 0.006 0.165 0.346
(0.61) (0.46) (0.99)
toptierdummy 0.164 0.212 0.166 7.795 9.816 7.637 883. 9.211
.77)** (3. 77)**  (2.86)***  (3.48)***  (4.54)*** (3.49)***  (4.56)***  (4.12)***
bva 0.165 0.217 0.147 16.627 20.037 16.525 20.496 9.349
(0.97) (2.27) (0.88) (2.53)** (3.00)***  (2.56)** J.03)***  (2.90)***
bva2 -0.058 -0.078 -0.055 -4.539 -5.720 -4.554 45.8 -5.539
(-1.02) (-1.36) (-0.97) (-2.10)** (-2.58)***  (-22)** (-2.61)***  (-2.50)**
Infage -0.402 -0.312 -0.331 -19.741 -19.344 -19.926 -19.196 -18.286
(-1.32) (-2.08)** (-2.29)** (-1.34) (-3.13)***  (-339)***  (-3.09)***  (-2.95)***
LR 34.91 26.61 32.47 59.14 48.09 57.18 48.27 49.06
Pseudo R 0.26 0.20 0.25 0.06 0.05 0.06 0.05 0.05
N 158 158 158 158 158 158 158 158
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(Table 13 continued)

Panel B:

Matched Common Stock 1 2 3 4 5 6 7 8
Dependent Variable INSTP INSTP INSTP INSTN INSTN SN INSTN INSTN
intercept 0.577 1.091 0.738 4,194 25.182 24.637 17.631 24.734
(1.28) (3.86)***  (2.08)** (0.34) (3.21)***  (2.48)** (2.15)** (3.19)***
meanmgtexper. 0.007 -0.006 -0.003 -0.186 -0.394 -0.391 -0.323 268.
(0.52) (-0.42) (-0.24) (-0.49) (-1.06) (-1.04) @8) (-0.71)
tsize 0.033 0.031 0.386 0.048
(1.61) (1.61) (0.70) (0.09)
pmba 0.778 27.158 26.373
(2.10)** (2.70)*** (2.57)**
pfteam -0.145 20.846
(-0.38) (2.01)**
plawacc -0.490 -13.111
(-1.09) (-1.08)
tenure -0.006 0.508
(-0.21) (0.63)
nonprofit -0.045 -1.729 -1.573
(-1.42) (-2.01)** (-1.77)*
toptierdummy 0.381 0.478 0.420 10.814 13.592 13.503 12.226 £3.67
(2.78)***  (3.59)***  (3.07)***  (2.90)***  (3.68)*** ( 3.B53)***  (3.35)***  (3.75)***
bva 0.212 0.178 0.175 22.771 22.917 22.911 22.883 24.19
(0.86) (0.72) (0.71) (3.40)***  (3.33)***  (3.33)*** (3.39)***  (3.53)***
bva2 -0.054 -0.040 -0.055 -4.074 -4.638 -4.661 -4.525 .634
(-0.75) (-0.56) (-0.77) (-2.11)** (-2.33)** (-2.3%)  (-2.32)** (-2.35)**
Infage -0.162 -0.152 -0.160 -2.136 -1.762 -1.774 -1.953 TFL
(-1.77)* (-1.87)* (-1.98)** (-0.86) (-0.78) (-0.79) (-0.88) (-0.80)
LR 28.94 18.82 21.39 52.56 36.04 36.05 42.52 39.15
Pseudo R 0.08 0.05 0.06 0.04 0.03 0.03 0.03 0.03
N 158 158 158 158 158 158 158 158
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be interpreted as the delay in going public. APAGS starts with a blank check company, institutlona
investors worry about the success of going puldigdsafirm age increases. So, their interest ilPAS
IPO will decrease as time goes by, i.e., firm agedases.

For matched common stock IPO, we find positive trehships betweempmba and instp or
instn. Also, we find positive relationships betwegiteam andinstn. The relationships are statistically
significant within five or ten percent significaniexel. In regression 1, one standard deviatioreiase
in pmba increasesnstp by 12.48%. In regression 4, one standard deviatiorease irpfteam increases
instn by 344.37%, close to 3.5 times increase in thebmrnof institutional investors. The results are
consistent with Chemmanur and Paeglis (2005).

For control variables, there are positive relatiops betweertoptierdummy andinstp or instn.
The relationships are statistically significanthit five or one percent significance level. Theultss
are consistent with Chemmanur and Paeglis (2005gdression 1, one standard deviation increase in
toptierdummy increasesinstp by 17.97%. In regression 4, one standard deviatramease in
toptierdummy increasesnstn by 509.78%, five times increase in the numbensfiiutional investors.

Overall, both for SPAC IPO and matched common sté¢k, Management team sizsize),
Management team members whose prior position espiesident or highepfteam), those with MBA
degreesgmba) and top-tier underwriter dummyoptierdummy) certify firm’s quality, resulting in the
reduction of outsiders’ information acquisition tabout the firm. So, the firm becomes attractove
institutional investors.

4.11 Summary Statistics: Management Quality, Reputation and the Success of Business
Combinations

Table 14 shows the summary statistics of the sanmile sample size is different based on
dependent variables. The sample consists of 53 SR&Mess combinations when dependent variable

is time-to-deal. It involves 53 SPAC business carabons when dependent variable is long-term
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Table 14 Summary statistics: management qualipytegion and the success of business combinations
Summary statistics results are presentédma, ttdipoma, ttdipo represents time-to-deal in years from the annaueag date till consummation date of
SPAC business combination, from the initial filidgte of SPAC IPO till the consummation date of SAAGIness combination, and from the initial
filing date till the consummation date of SPAC IR€spectivelyLtpmau, Itpipomau, Itpipou represents unit price performance from the annemeat
date till consummation date of SPAC business coattain, from SPAC IPO till the consummation dateS6fAC business combination, and from the
SPAC IPO date till the announcement of SPAC busiresnbination, respectively. They are construdtgdalculating Fama and Macbeth (1973)
regression alpha of monthly average unit price amtily Carhart (1997) four factor&indicator is equal to one if SPAC consummated business
combination, is equal to two if SPAC liquidateddas equal to three if SPAC business combinatian grogressACAR(-1,1), ACAR(-2,2), ACAR(-5,5)
represents unit cumulative abnormal return (CAR)inraBrown and Warner (1985), around the announnewfeSPAC business combinatidBCAR(-
1,1), CCAR(-2,2), CCAR(-5,5) represents unit CAR around the consummaifdBPAC business combination. Event window is (;1(2,2) and (-5,5),
respectively. The percentage of non-negative CARB & bracketinstna or instnc represents the number of institutional investértha end of the first
quarter following SPAC business combination anneument or consummation, respectivelgstpa or instpc represents the ratio of the institutional
ownership to IPO unit offering amount at the endtlé first quarter following SPAC business combratannouncement or consummation.
Meanmgtexper. is the mean industry experience of management teaderpricing is the IPO underpricindsize is the management team sipeba is
the the percentage of MBAgfteam is the percentage of management team memberghgitbrior experience of vice presidents or highklawacc is the
percentage of lawyers or accountatgsure is the mean tenure of management teeniet is the coefficient of variation of the team menibéenures,
nonprofit is the number of management team members wha sibe-profit boardspdir is the number of outside directors as definedher@manur and
Paeglis (2005)Lnbva, bva andbva2 represents the natural log of book value of tatdets, book value of total assets and the squemedof bva,
respectivelyLnfage is the natural log of firm age defined as the gmefrom firm’s founding date till firm’s IPO dat@optierdummy is equal to one if IPO
involves top-tier underwriters with Carter and Mstes's reputation ranking of eight or higher; othise, it is zero. N represents the number of
observations (from September 2003 until May 2008 &or Sndicator, until November 2008).

Standard

N Mean Median Deviatior Minimum Maximum
Dependent Variables
Time to deal(vears)
ttdme 53 0.6¢€ 0.54 0.3z 0.17 1.7F
ttdipome 53 1.64 1.8C 0.4€ 0.68 2.7
ttdipa 53 0.9¢ 1.07 0.4€ 0.21 1.7z
Long-term SPAC unit price performance
Itpmat 51 -0.00z -0.00z 0.00¢ -0.01 0.01
Itpipomaut 51 -0.00z -0.00¢ 0.00z -0.01 0.00z
Itpipou 53 -0.00z -0.00¢ 0.00¢ -0.005 0.01
Deal success dummy
sindicatol 15¢€ 2.19¢ 3 0.90¢ 1 3
CAR aournd SPAC Business Combination Announcement Date
ACAR(-1,1) 51[66.67% 0.0¢ 0.00z 0.1C -0.01 0.44
ACAR(-2,2) 51[64.71% 0.07 0.00: 0.12 -0.13 0.4¢
ACAR(-5,5) 51[56.86% 0.07 0.00¢ 0.1t -0.16 0.7C
CAR around SPAC Business Combination Consummation Date
CCAR(-1,1) 49[34.69% -0.0z -0.00: 0.14 -0.50 0.3¢
CCAR(-2,2) 49[36.73% -0.0z -0.00¢ 0.1€ -0.51 0.3¢
CCAR(-5,5) 49[44.90% -0.0z -0.001 0.1t -0.50 0.3¢
Institutional Interest after SPAC Business Announcement and Consummation
instne 53 9.5t 3 15 0 71
instpe 53 0.2t 0.1C 0.3C 0 1.0¢
instnc 53 12.8: 5 17.6¢ 0 80
instpc 53 0.5C 0.3C 0.61 0 2.52
Explanatory Variables
meanmgtexpt 15€ 19.13 18.68 5.09 6.86 33
underpricing 15€ 0.02 0.004 0.04 -0.05 0.25
tsize 158 6.09 6 1.9 2 13
mbe 15¢ 0.34 0.31 0.23 0 1
executivt 15¢€ 0.71 0.75 0.22 0 1
lawacc 15¢ 0.21 0.2 0.17 0 0.75
tenure 15¢ 0.57 0.49 0.3 0.19 2.33
tenhe 15¢ 0.11 0 0.18 0 0.91
nonprofii 15¢ 1.85 1 2.74 0 15
Control Variables
toptierdumm'  15& 0.29 0 0.46 0 1
Lnbve 15¢ 5.37 5.4 0.4 4.29 6.51
bve 15¢ 0.36 0.25 0.47 0.02 3.26
bvaz 15¢ 0.35 0.06 1.33 0 10.6
Infage 15¢ -0.57 -0.61 0.5 -1.39 1.61
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SPAC unit price performancélt is 158 SPAC IPOs when dependent variable isessindicator. It

is 51 SPAC business combinations when dependenablaris CAR around SPAC business
announcement date. It is 49 SPAC business combirgativhen dependent variable is CAR around
SPAC business consummation date. Finally, it iSSPAC business combinations when dependent
variables are the number of institutional investarshe ratio of the institutional ownership to IRGIt
offering amount at the end of the first quartetdeing SPAC business combination announcement
(instna or instpa) or consummation (instnc or iastiExplanatory variables are meanmgtexper., other
management quality and reputation variables ancenoniding. Control variables atteptierdummy,

bva, bva2 andInfage. 'N’ is the number of observations. Sample persoftom September 2003 until
May 2008 (from September 2003 until November 2008nvwe usesindicator as a dependent
variable). The percentage of non-negative CARBs ®juare bracket.

The averagétdma is 0.66 (median, 0.54). The averagipoma is 1.64 (median, 1.80). Finally,
the averagdtdipo is 0.99 (median, 1.07). It takes longer time fd?A®s to go public than to
consummate SPAC business combination from the aroemoent date. The averalgpmau is -0.002
(median, -0.003). Finally, the averaggipou is -0.002 (median, -0.003). The average unit price
performance does not vary much from the initiah§lof IPO till the consummation of SPAC business
combination. The averagendicator is 2.194 (median, 3). More than half of SPAC IPOsiill in
progress of finding the target of business comimnatMore SPACs are successful (53 SPAC IPOs, 49
SPACSs) than they are liquidated (23 SPAC IPOs,RAGS) in the sample.

The averageACAR(-1,1) is 0.06 (median, 0.002). The averaf@AR(-2,2) is 0.07 (median,
0.003). Finally, the averag®CAR(-5,5) is 0.07 (median, 0.007). As we can see fiioepattern, CARs

around the announcement of SPAC business comhmatepositive and increasing as event window

" There is a discrepancy in the number of obsematletween ltpipou (53 observations) and ltpmaitpipomau (51
observations). It is because KBL Healthcare AcgoisiCorp. 1l Unit (Symbol: KBLHU) and Healthcarecguisition Corp.
Unit (Symbol: HAQ.U) do not have enough unit priegord to calculate the long-term unit price parfance after SPAC
business combination announcement
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increases. The averag@CAR(-1,1) is -0.03 (median, -0.002). The avera®€AR(-2,2) is -0.03
(median, -0.005). Finally, the averaG€AR(-5,5) is -0.03 (median, -0.001). Average CARs alie
negative and don’t change as event window increasasnd the consummation of SPAC business
combination.

The averageénstna is 9.55 (median, 3). The averagetnc is 12.83 (median, 5). As we can see
from the pattern, the average number of instit@iomvestors is higher when SPAC business
combinations are consummated. The averagea is 0.25 (median, 0.10). The averagstpc is 0.5
(median, 0.3). By the same token, the average dtimstitutional ownership to IPO unit offering
amount is higher when SPAC business combinatiomg@nsummated. When we compare the above-
mentioned results with averagastn (6.89) andinstp (0.19) at the end of the first quarter following
SPAC IPO in Table 2, we can observe substantiabase in institutional interest.

Overall, the average time-to-deal is longer for I#@n for business combination. Also, the
average long-term unit price performance does hahge from IPO till business combination. More
success than failure in SPAC business combinatien ¢hough more than half of the sample is still in
progress of finding the target of business commnatAverage CARs are positive and increasing
around SPAC business combination announcement Wik those are negative and don’t change
around SPAC business combination consummation dabally, the average institutional interest
substantially increases throughout SPAC businessbowtion process, comparing with that after
SPAC IPO.

4.12 Correlation: Management Quality, Reputation and the Success of Business Combinations

Table 15 shows the correlation results among visatiPanel A shows the correlation results
when dependent variable is time-to-deal. Panel B8wshthe correlation results when dependent
variable is long-term unit price performance. PaDeshows the correlation results when dependent
variable is success indicator. Panel D or E shdwescbrrelation results when dependent variable is

cumulative abnormal returns around SPAC businessbow@tion announcement (panel D) or
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Table 15 Pearson correlation: Time-to-deal, lorigitanit price performance, success indicator, cativg abnormal return and

institutional interest
Pearson correlation results of variables used dression analyses from Table 14 are provided. Begasire in parentheses. a, b and c representiveeand one percent significance

level, respectively.

Panel A: Dependent variables=Time to deal

ttdma ttdipoma  ttdipo meanmg under- tsize pmba egoft plawacc tenure tenhet non- toptier-  bva Infage
-texper.  pricing profit dummy
ttdma 1
ttdipoma 0.349 1
(0.011%
ttdipo -0.373 0.740 1
(0.006f (<.001f
meanmg -0.226 -0.349 -0.183 1
-texper.  (0.104)  (0.010) (0.189)
under- -0.195 -0.073 0.068 0.222 1
pricing  (0.162)  (0.604)  (0.629)  (0.110)
tsize -0.093 0.013 0.080 0.103 0.178 1
(0.509)  (0.925) (0.571) (0.465)  (0.203)
pmba 0.023 0.152 0.134 -0.122 -0.039 -0.015 1
(0.870) (0.278)  (0.340) (0.385) (0.783)  (0.913)
pfteam 0.010 0.037 0.030 0.059 0.083 -0.217 -0.0611
(0.945)  (0.790) (0.831) (0.675) (0.557) (0.119) .66B)
plawacc -0.226 -0.152 0.012 -0.149 -0.065 0.037 063. -0.013 1
(0.103) (0.278) (0.931) (0.288) (0.644) (0.792) .68B) (0.927)
tenure 0.133 0.098 0.001 0.295 -0.067 0.037 0.106 .0500 -0.190 1
(0.343)  (0.487) (0.994) (0.032) (0.634) (0.793) (0.450) (0.724) (0.173)
tenhet -0.205 -0.174 -0.025 0.278 0.269 0.450 40.17 -0.031 0.0004 0.063 1
(0.141)  (0.212) (0.857) (0.044) (0.052F (0.001f (0.206) (0.826) (0.998)  (0.656)
non- -0.242 -0.294 -0.118 0.184 0.099 0.148 -0.0630.099 -0.075 -0.188 0.270 1
profit (0.081f (0.032% (0.401) (0.186) (0.481) (0.290) (0.652)  (0.479) .58B) (0.177) (0.05%)
toptier-  -0.223 -0.440 -0.276 0.196 0.153 0.204 130. 0.135 0.061 0.072 0.504 0.322 1
dummy  (0.108)  (0.00f) (0.046% (0.159) (0.275) (0.144) (0.338) (0.334) (0.666) .6(B) (<.001y (0.019%
bva -0.012 -0.336 -0.325 0.327 0.192 0.449 -0.230 0.017 -0.147 0.397 0.595 0.183 0.462 1
(0.934)  (0.014) (0.0187 (0.017% (0.169) (0.001 (0.097}% (0.901) (0.295)  (0.003) (<.001f (0.189)  (0.001)
Infage 0.078 0.018 -0.039 0.362 0.039 0.161 0.011 .05 -0.202 | 0.954 0.316 -0.119 0.219 0.560 1
(0.577)  (0.899) (0.784)  (0.008) (0.784) (0.250) (0.941)  (0.689)  (0.147 (<.001f (0.021% (0.398) (0.115) (<.00%)
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(Table 15 continued)

Panel B: Dependent variables=Long-term unit priegégrmance

ltpmau  ltpipoma  Itpipou meanmg under- tsize pmba pfteam plawacc ureen tenhet non- toptier-  bva Infage
-texper.  pricing profit dummy
ltpmau 1
ltpipoma  0.720 1
(<.001¥
ltpipou 0.277 0.738 1
(0.049%  (<.001f
meanmg -0.165 -0.284 -0.234 1
-texper.  (0.248)  (0.04%) (0.099%
under- 0.178 0.092 0.041 0.248 1
pricing  (0.213)  (0.521) (0.778)  (0.079)
tsize -0.122 -0.370 -0.368 0.077 0.199 1
(0.395)  (0.008) (0.008f (0.594)  (0.161)
pmba 0.100 0.096 -0.052 -0.076 -0.066 0.015 1
(0.487) (0.504) (0.716) (0.594) (0.645)  (0.916)
pfteam 0.097 0.114 0.039 0.021 0.105 -0.272 -0.0161
(0.499)  (0.427) (0.784) (0.884) (0.462)  (0.054)(0.909)
plawacc 0.079 0.213 -0.008 -0.178 -0.054 -0.0004 .04® -0.047 1
(0.579)  (0.133) (0.956) (0.211) (0.709)  (0.998) .781)  (0.744)
tenure -0.169 -0.381 -0.288 0.295 -0.064 0.023 0.11 0.040 -0.204 1
(0.236)  (0.006) (0.041% (0.036Y (0.658) (0.870) (0.415) (0.783)  (0.152)
tenhet -0.047 -0.250 -0.276 0.263 0.283 0.452 .15 -0.052 -0.010 0.060 1
(0.745)  (0.076) (0.050% (0.062F (0.044% (0.001f (0.280) (0.716) (0.944)  (0.674)
non- 0.130 0.044 -0.106 0.187 0.102 0.129 -0.068 09@. -0.093 -0.197 0.275 1
profit (0.363) (0.758) (0.458) (0.190) (0.475) (@3 (0.637) (0.532) (0.514) (0.166)  (0.051)
toptier-  0.092 -0.055 -0.093 0.200 0.155 0.199 40.1 0.133 0.054 0.069 0.509 0.318 1
dummy (0.522) (0.701) (0.518) (0.160) (0.278) (B)l6 (0.329) (0.352) (0.706) (0.629)  (<.001) (0.023f
bva -0.210 -0.353 -0.240 0.311 0.208 0.435 -0.210 0.049 -0.174 0.394 0.592 0.177 0.463 1
(0.139) (0.011) (0.090f (0.026Y (0.143) (0.001) (0.139) (0.732) (0.223)  (0.004) (<.001f (0.215)  (0.00D
Infage -0.180 -0.438 -0.345 0.359 0.045 0.149 0.0230.043 -0.218 0.954 0.314 -0.127 0.217 0.557 1
(0.205)  (0.00F) (0.013f (0.010f (0.756) (0.297) (0.873) (0.765)  (0.125) (<.001f (0.025 (0.376) (0.127)  (<.00%)
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(Table 15 continued)

Panel C: Dependent variables=Success indicator

sindicator meanmg under- tsize pmba pfteam plawacdenure tenhet non- toptier- bva Infage
-texper. pricing profit dummy
sindicator 1
meanmg 0.269 1
-texper. (0.00D)
under- -0.037 0.146 1
pricing (0.646) (0.066)
tsize 0.278 0.110 0.024 1
(<.001f  (0.167) (0.763)
pmba -0.033 -0.039 0.063 -0.159 1
(0.675) (0.621) (0.432) (0.045)
pfteam 0.078 0.095 -0.026 -0.019 -0.077 1
(0.327) (0.234) (0.741) (0.811) (0.332)
plawacc -0.095 -0.157 -0.029 0.041 -0.102 -0.116 1
(0.232) (0.047”  (0.715) (0.607) (0.197) (0.145)
tenure 0.277 0.219 0.069 -0.009 -0.156 0.031 -0.129 1
(<.001f  (0.006f  (0.386) (0.915) (0.048)  (0.699) (0.103)
tenhet 0.134 0.127 -0.055 0.421 -0.125 0.059 0.034 -0.022 1
(0.092f  (0.110) (0.491) (<.00%) (0.116) (0.457) (0.665) (0.787)
non- 0.146 0.129 -0.092 0.337 -0.076 0.205 -0.063 0.181 0.306 1
profit (0.065% (0.104) (0.246) (<.00%) (0.340) (0.009) (0.428) (0.022) (<.001¥
toptier- 0.357 0.101 -0.167 0.366 -0.097 0.122 26.0 -0.189 0.222 0.354 1
dummy (<.0019  (0.205) (0.038)  (<.001f  (0.222) (0.125) (0.757) (0.0P7) (0.005f  (<.001f
bva 0.167 0.104 -0.112 0.161 -0.155 0.045 0.058 220.2 0.379 0.127 0.209 1
(0.035  (0.191) (0.157) (0.042)  (0.050Y  (0.570) (0.464) (0.008) (<.001f  (0.110) (0.008)
Infage 0.311 0.232 0.039 0.129 -0.160 0.048 -0.076 0.807 0.152 -0.101 -0.165 0.248 1
(<.001¥ (0.003§ (0.622) (0.105) (0.043)  (0.549) (0.342)  (<.001¥ (0.055% (0.205) (0.03P (0.002§
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(Table 15 continued)

Panel D: Dependent variables=Cumulative AbnormalifRearound SPAC business combination announcement

ACAR ACAR Itpipou  meanm-  under- tsize pmba pfteam plawacc tenure etenh non- toptier-  bva Infage
(-1,1) (-2,2) gtexper.  pricing profit dummy
ACAR 1
(-1,1)
ACAR 0.864 1
(-2,2) (<.001¥
ltpipou ~ 0.631 0.584 1
(<.001f  (<.001f
meanm- -0.156 -0.184 0220 1
gtexper. (0275  (0.197)  (0.114)
under-  0.009 -0.041  0.036 0.222 1
pricing  (0.948)  (0.777)  (0.800)  (0.110)
tsize -0.226 -0.207 -0.334 0.103 0178 1
(0.111)  (0.146)  (0.015f  (0.465)  (0.203)
pmba 0.037 0.031 -0.056 -0.122 -0.039 -0.015 1
(0.797) (0.828) (0.689) (0.385) (0.783) (0.913
pfteam 0.120 0.087 0.054 0.059 0.083 -0.217 -0.061 1
(0.401) (0.546) (0.702) (0.675) (0.557) (0.119)  66B)
plawacc -0-313 -0.220 0.009 -0.149 -0.065 0.037 -0.063 180 1
(0.026f  (0.121) (0.952) (0.288) (0.644) (0.792) (0.656) .9a7)
tenure  -0.083 -0.035 -0.279 0.295 -0.067 0.037 0.106 0.050 -0.190 1
(0.564) (0.806) (0.048) (0.032)  (0.634) (0.793) (0.450) (0.724) (0.173)
tenhet -0.047 -0.035 -0.270 0.278 0.269 0.450 -0.177 .03 0.0004 0.063 1
(0.741) (0.808) (0.058) (0.044y  (0.052f  (0.001f  (0.206) (0.826) (0.998) (0.656)
non- 0.143 0.141 -0.092 0.184 0.099 0.148 -0.063 0.099 0.075 -0.188 0.270 1
profit (0.316) (0.325) (0.511) (0.186) (0.481) (0.290)  68H2) (0.479) (0.593) (0.177) (0.081)
toptier-  0.092 0.031 -0.086 0.196 0.153 0.204 -0.134 0.135 .0610 0.072 0.504 0322 1
dummy (0.519) (0.830) (0.540) (0.159) (0.275) (0.144)  38B) (0.334) (0.666) (0.608) (<.001) (0.019%
bva 0.001 -0.010 -0.224 0.327 0.192 0.449 -0.230 -0.017 -0.147 0.397 0.595 0.183 0462 1
(0.996) (0.946) (0.106) (0.0%7) (0.169) (0.00)  (0.097}  (0.901) (0.295) (0.008) (<.001f  (0.189) (0.001)
Infage -0.087 -0.042 -0.335 0.362 0.039 0.161 0.011 0.056 -0.202 0.954 0.316 -0.119 0.219 0560 1
(0.542) (0.772) (0.014%) (0.008f  (0.784) (0.250) (0.941) (0.689) (0.147) (<.001f  (0.021f  (0.398) (0.115) (<.00%)
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(Table 15 continued)

Panel E: Dependent variables=Cumulative AbnormaliRearound SPAC business combination consummation

CCAR CCAR CCAR tdipo ltomau  Itpipou  meanm- under-  tsize pmba pfteam  plawacc tenure etenh non- toptier-  bva Infage
(-1,1) (-2,2) (-5,5) gtexper.  pricing profit dummy
CCAR 1
(-1,1)
CCAR  0.892 1
(-2,2) (<.001f
CCAR 0838 0806 1
(-5,5) (<.001f (<.001¥
tdipo ~ -0.140  -0.165  -0.148 1
(0.336)  (0.256)  (0.311)
ltpmau  0.280 0.310  0.432 0.059 1
(0.054f (0.032% (0.002f (0.681)
ltpipou  0.345 0.386  0.461 0393 0.277 1
(0.015f (0.006f (0.001f (0.004f  (0.049%
meanm- -0.156  -0.162  -0.199  -0.183  -0.165  -0.220 1
gtexper. (0.286)  (0.267)  (0.170)  (0.189)  (0.248)  (0.114)
under- -0.055  -0.017 0040 0068 0178 0036 0222 1
pricing  (0.709)  (0.907)  (0.784)  (0.629)  (0.213)  (0.800) 1{D)
tsize -0.168  -0.304 -0.146 0080  -0.122 -0.334 0103 ®.17 1
(0250) (0.034) (0.316) (0.571) (0.395) (0.015) (0.465)  (0.203)
pmba 0110 0067 0034 0134 0100  -0.056 -0.122  -0.0330.015 1
(0.450) (0.648) (0.815) (0.340) (0.487) (0.689) 38&B) (0.783)  (0.913)
pfteam 0.066 0.002 0.116 0.030 0.097 0.054 0.059 0.083 2170. -0.061 1
(0.654) (0.991) (0.429) (0.831) (0.499) (0.702) 6{®) (0.557) (0.119)  (0.666)
plawacc 0.226 0.204  0.117 0.012 0.079 0.009  -0.149  -0.065 .030  -0.063 -0.013 1
(0.118)  (0.161) (0.424) (0.931) (0.579) (0.952) 28B) (0.644) (0.792) (0.656)  (0.927)
tenure -0.176 -0.183 -0.158 0.001 -0.169 -0.279 0.295 6D.0 0.037 0.106 0.050 -0.190 1
(0.227) (0.210)  (0.277) (0.994) (0.236)  (0.043)(0.032f (0.634) (0.793) (0.450) (0.724)  (0.173)
tenhet -0.122  -0.264  -0.005  -0.025 -0.047 -0270 0278 6®.2 0450  -0.177 -0.031  0.0004 0.063 1
(0.403) (0.06A (0.972) (0.857) (0.745) (0.0%0) (0.044% (0.052f (0.001f (0.206) (0.826) (0.998)  (0.656)
non- -0.225 -0.224 -0.207 -0.118 0.130 -0.092 0.184 .09 0.148 -0.063 0.099 -0.075 -0.188 0.270 1
proft ~ (0.121)  (0.121)  (0.154)  (0.401) (0.363) (0.511) 188) (0.481) (0.290) (0.652)  (0.479)  (0.593)  (0)L77 (0.051f
toptier-  -0.022 0.012 0.033 -0.276 0.092 -0.086 0.196 0.1530.204 -0.134 0.135 0.061 0.072 0.504 0.322 1
dummy (0.879) (0.937) (0.820) (0.045) (0.522) (0.540) (0.159)  (0.275)  (0.144) (0.338) .38@) (0.666)  (0.608)  (<.00%1) (0.019f
bva -0.371 -0.452 -0.314 -0.325 -0.210 -0.224 0.327 9D.1 0.449 -0.230 -0.017 -0.147 0.397 0.595 0.183 624
(0.009f (0.001 (0.028% (0.018f (0.139) (0.106) (0.01%) (0.169) (0.008) (0.097§ (0.901) (0.295)  (0.003) (<.001f (0.189)  (0.00%)
Infage -0.201 -0.256 -0.151 -0.039 -0.180 -0.335 0.362 39.0 0.161 0.011 0.056 -0.202 0.954 0.316 -0.119 0.219 0.560 1
(0.167)  (0.076) (0.300) (0.784) (0.205) (0.0%4) (0.008f (0.784) (0.250)  (0.941) (0.689)  (0.147) (<.001f (0.021% (0.398) (0.115)  (<.00%)

60



(Table 15 continued)

Panel F: Dependent variables=Institutional Inteaftsr SPAC business combination announcementruromation
instnc instpc  ltpmau  ltpipo- meanm- under-  tsize pmba pfteam  plawacc tenure etenh non- toptier-  bva Infage
mau gtexper. pricing profit dummy

instnc 1

instpc  0.861 1
(<.001¥
Itpomau  0.360 0.438 1
(0.009f (0.001§
ltpipo-  0.122  0.265 0720 1
mau (0.392)  (0.060) (<.001f
meanm- 0.077  -0.006 -0.165 -0.284 1
gtexper. (0.583) (0.966) (0.248)  (0.04%)
under- 0.168  0.165  0.178  0.092 0222 1
pricing (0.229)  (0.238) (0.213) (0.521) (0.110)
tsize -0.012 -0.130 -0.122 -0.370 0.103  0.178 1
(0.935) (0.355) (0.395) (0.008) (0.465) (0.203)
pmba -0.249 -0.187 0.100  0.096  -0.122 -0.039  -0.0151
(0.072f (0.181) (0.487) (0.504) (0.385) (0.783) (0.913)
pfteam 0.049  0.087  0.097 0114 0059 0.083  -0.217 -0.061
(0.729) (0.536) (0.499) (0.427) (0.675) (0.557) 11®) (0.666)
plawacc 0.012 ~ 0.027  0.079 0213  -0.149 -0.065 0.037  -0.0630.013 1
(0.934) (0.847) (0.579) (0.133) (0.288) (0.644) 79@) (0.656) (0.927
tenure -0.077  -0.036 -0.169 -0.381 0.295 -0.067 0.037 ®.10 0.050  -0.190 1
(0.585) (0.799) (0.236) (0.006) (0.032% (0.634) (0.793) (0.450) (0.724) (0.173)
tenhet 0.329  0.146  -0.047 -0.250 0.278  0.269  0.450  -0.1770.031 0.0004 0.063 1
(0.016 (0.298) (0.745) (0.078) (0.044% (0.052f (0.001f (0.206) (0.826) (0.998) (0.656)
non- 0496  0.317 0.130 0044 0184 0.099 0.148  -0.063 090. -0.075 -0.188 0270 1
profit  (<.001f (0.021% (0.363) (0.758) (0.186) (0.481) (0.290) (0.652) .47®) (0.593) (0.177) (0.05%)
toptier- 0.538  0.410  0.092  -0.055 0.196  0.153  0.204  -0.134.13% 0.061  0.072 0504 0.322 1
dummy (<.001f (0.002§ (0.522) (0.701) (0.159) (0.275) (0.144) (0.338) .38#) (0.666) (0.608) (<.001) (0.019%
bva 0.186  0.050 -0.210 -0.353 0.327 0.192  0.449  -0.2360.017 -0.147 0.397 0595  0.183  0.462 1
(0.182) (0.724) (0.139) (0.01%) (0.017% (0.169) (0.00%) (0.097§ (0.901) (0.295) (0.003) (<.001f (0.189) (0.00D)
Infage 0.011  -0.002 -0.180 -0.438 0.362 0.039 0.161  0.0110.056  -0.202 0.954 0.316  -0.119 0.219  0.560 1
(0.937) (0.986) (0.205) (0.001) (0.008f (0.784) (0.250) (0.941) (0.689) (0.147)(<.001f (0.021% (0.398) (0.115) (<.00%)
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consummation (panel E). Finally, panel F showsdbieelations results when dependent variable is
institutional interest variables after SPAC bussesmbination consummation.

For panel A, the correlation betwemeanmgtexper. andttdipoma is -0.349. The correlation is
statistically significant within ten percent signdnce level. As the average industry experience of
SPAC management team increases, time-to-deal fRntill business combination decreases. The
correlation betweenonprofit andttdma or ttdipoma is -0.242 or -0.294 with the statistical significa
of ten or five percent significance level, respagif. As more SPAC management team members sit
on non-profit boards, time-to-deal from the annament till the consummation of SPAC business
combination or that from IPO till business combioat decreases. The correlation between
toptierdummy and ttdipoma or ttdipo is -0.440 or -0.276, respectively. The correlatiorstatistically
significant within five or one percent significaniexel. As more top-tier underwriters are invohiad
SPAC IPO, time-to-deal from IPO till business conation or that from initial filing till IPO decreas.
The correlation betweenva andttdipoma or ttdipo is -0.336 or -0.325 with the statistical significa
within five percent significance level, respectiveAs the book value of total assets increaseg-ton
deal from IPO till business combination or thaifronitial filing till IPO decreases.

For panel B, the correlation betwemeanmgtexper. andltpipomau or Itpipou is -0.284 or -
0.234 with the statistical significance within ten five percent significance level. As the average
industry experience of SPAC management team inese&sng-term unit price performance from IPO
till business combination or that from initial fi till IPO decreases. The correlation betwiseze and
Itpipomau or Itpipou is -0.370 or -0.368 with the statistical significe of one percent significance
level, respectively. As SPAC management team sizeeases, long-term unit price performance from
IPO till business combination or that from initiding till IPO decreases. The correlation between
tenure and Itpipomau or Itpipou is -0.381 or -0.288, respectively. The correlatisnstatistically
significant within five or one percent significantsvel. As the tenure of SPAC management team

increases, long-term unit price performance fror® il business combination or that from initial
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filing till IPO decreases. The correlation betwédswa andltpipomau or Itpipou is -0.353 or -0.240 with
the statistical significance within ten or five pent significance level, respectively. As the bealue

of total assets increases, long-term unit pricéoperance from IPO till business combination or that
from initial filing till IPO decreases. Finally, ¢hcorrelation betwedmfage andltpipomau or Itpipou is
-0.438 or -0.345. The correlation is statisticalignificant within five or one percent significaniexel.
As firm age increases, long-term unit price perfance from IPO till business combination or that
from initial filing till IPO decreases.

For panel C, the correlation betwemesanmgtexper. andsindicator is 0.269 with the statistical
significance within one percent significance levAk the average industry experience of SPAC
management team increases, success indicator sesteRositive correlations are found between
sindicator andtsize, tenure, nonprofit, toptierdummy, bva or Infage. The correlations are statistically
significant within ten, five or one percent sigodnce level. As more than half of success indicator
consists of SPAC business combination in progreascess indicator=3), the correlation is biased
towards them. We run multinomial logistic regresswith sindicator as a dependent variable to
further investigate the relationship between mameyg quality and reputation and the success of
SPAC business combination.

For panel D, the correlations between cumulativeoaial returns around SPAC business
combination announcemem@AR(-1,1) andACAR(-2,2)) andltpipou are positive significant. Long-
term unit price performance from IPO till businessnbination announcement is positively correlated
with ACAR(-1,1) andACAR(-2,2) within one percent significance level. Tlesult is consistent with
our hypothesis 7. The correlation between contesiables andACAR(-1,1), ACAR(-2,2) or ACAR(-
5,5) is statistically insignificant except for tHagtweerplawacc andACAR(-1,1) (They are negatively
correlated within five percent significance level).

For panel E, the correlations between cumulativeoabal returns around SPAC business

combination consummatiorCCAR(-1,1), CCAR(-2,2) andCCAR(-5,5)) andltpmau or Itpipou are
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positive significant. Especially, the correlation significant within one percent significance level
betweentpipou and CCAR(-1,1), CCAR(-2,2) andCCAR(-5,5). The long-term unit price performance
of SPAC IPO is a strong predictor of cumulative @iomal returns around SPAC business combination
consummation. So, the result is consistent withhygothesis 7. For control variables, the correfati
betweenbva and CCAR(-1,1), CCAR(-2,2) or CCAR(-5,5) is negative significant within five percent
significance level. Considering the negative firrmeseffect on the abnormal return of acquisitions
(Moelleret al. (2004)), the result is consistent with previotsrature.

For panel F, the correlation between betwiégmau andinstnc or instpc is positive significant.
Long-term unit price performance during SPAC bussneombination process is positively correlated
with the institutional interest after SPAC businesmbination consummation. The result is consistent
with our hypothesis 7. For control variables, cetesit with underwriter certification argument
(Chemmanur and Paeglis (2005)), more reputablerwmiders attract more institutional investors after
SPAC business combination consummation. Also, mmeagement team members who sit on non-
profit organization board leads to higher instdofl interest after the consummation of SPAC
business combination. The result is consistent @itbmmanur and Paeglis (2005).

4.13 Factor Analysis. Management Quality, Reputation and the Success of Business
Combinations

Factor analysis is performed on the characterist€sthe success of SPAC business
combination. We calculated the Team Resources FARF) and the Team Structure Factor (TSF) as
we did in section 4.5. Then, we split the charasties into firm size, TRF and TSF scores. Also, we
split the characteristics into firm size and mamaget experience.

Table 16 reports the results of our univariate stest the relationship between other
management quality and reputation and SPAC bustwmsdination success characteristics (Panel A)
and between management experience or underpriamlg SPAC business combination success

characteristics (Panel B). We split the sample By Bnd TSF quintiles and by firm size quintiles in
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Table 16 Variables measuring SPAC business combmaticcess split into firm size, management gualid reputation factor quintiles
The average values of characteristics of SPAC kasitombination success variables are providedel Pashows ones split into firm size, managemerdliquand reputation factor
(TRF, TSF) quintiles. Panel B shows ones split fifm size, management experiencaednmgtexper.) quintiles. The definitions of variables are tlaange as ones in Table 14. T-test

results for the difference in means are reportestalistics are in parentheses. *, **, *** repretgeten, five and one percent significance levelpeetively.
Panel A: Time-to-deal, long-term unit price performance, and success indicator split into firm size and management quality quintiles

Management Quality Quintiles

Firm Size Quintiles TRF TSF
ttdipoma 1 2 3 Average  1st-3rd 1 2 3 Average  1st-3rd
1 1.653 1.815 2.014 1.827 1.562 1.501 2.100 1.721
2 1.716 1.687 1.777 1.727 1.857 1.949 1.811 1.872
3 1.404 1.501 1.384 1.430 1.549 1.725 1.762 1.679
1.591 1.668 1.725 1.656 1.725 1.891
Average -0.045 -0.377
(-0.30) (-1.75)
[tpmau 1 2 3 Average  1st-3rd 1 2 3 Average  1st-3rd
1 -0.0005 -0.0020 -0.0028 -0.0018 -0.0005 -0.0008-0.0024 -0.0012
2 -0.0020 -0.0029 -0.0028 -0.0026 -0.0016 -0.0006-0.0016 -0.0013
3 -0.0025 -0.0014 -0.0020 -0.0020 -0.0054 -0.0022-0.0036 -0.0037
-0.0017 -0.0021 -0.0025 -0.0025 -0.0012 -0.0025
Average 0.001 0.002
(1.08) (1.28)
sindicator 1 2 3 Average  1st-3rd 1 2 3 Average  1st-3rd
1 2.037 1.588 1.889 1.838 1.500 1.720 2.375 1.865
2 2.294 2.059 2.300 2.218 2.182 2.158 2.385 2.242
3 2.333 2.400 2.625 2.453 2.474 2.100 2.667 2.414
2.221 2.016 2.271 2.052 1.993 2.476
Average -0.208 -0.377
(-1.21) (-2.55)**
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(Table 16 continued)
Panel B: Time-to-deal, long-term unit price performance, and success indicator split into firm size and management experience quintiles

Management Experience Quinti

Firm size quintiles

ttdipoma 1 2 3 Average 1st-3rd

1 1.788 1.772 1.738 1.766

2 1.914 1.840 1.413 1.722

3 0.789 1.471 1.461 1.240

Average 1.497 1.694 1.537 0.289
(1.89)*

ttdma 1 2 3 Average 1st-3rd

1 0.785 0.465 0.440 0.563

2 0.711 0.765 0.825 0.767

3 0.564 0.622 0.574 0.587

Average 0.687 0.617 0.613 0.872
(0.40)

sindicator 1 2 3 Average 1st-3rd

1 1.560 1.867 2.462 1.963

2 1.909 2.091 2.524 2.175

3 2.647 2.353 2.474 2.491

Average 2.039 2.104 2.487 -0.509
(-2.83)***

Underpricing Quintiles

Firm size quintiles

[tpmau 1 2 3 Average 1st-3rd

1 -0.002 -0.001 -0.002 -0.0017

2 -0.005 -0.003 0.001 -0.0023

3 -0.004 -0.001 -0.002 -0.0023

Average -0.004 -0.002 -0.001 -0.003
(-2.08)*
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panel A. Also, we split the sample by managemepeggnce or underpricing quintiles and by firm
size quintiles in panel B. The variables of SPAGibess combination success characteristics are
ttdipoma, Itpmau andsindicator.

For Panel A, we do not find any statistically sigrant pattern between management quality
and SPAC business combination success measurepteipec TSF (management quality reputation
factor) andsindicator (SPAC business combination success dum@mgdlicator is higher for high TSF
score, and the difference between top and bottom quntiles is statistically significant within &v
percent significance level. As management reputafexctor increases, the probability of SPAC
business combination still in progress increasesh@f of SPAC business combination is in progress
from our sample, SPACs with relatively higher masragnt reputation are still under work for their
business combination. From our result, we can itifat it is not the whole management quality but a
certain factor within the quality that affects gwccess of SPAC business combination.

For panel B, we find that high management expeadirms are associated with shorter time-
to-deal from IPO till business combination and leighuccess indicator. The difference between time-
to-deal from IPO till business combination of firmmsthe top and the bottom management experience
quintiles is 0.289 within ten percent significaniexel. Also, the difference between the success
indicator in the top and the bottom management iapee quintiles is -0.509 within one percent
significance level. The result is consistent withr bypothesis 6. Higher management experience leads
to higher probability succeeding in SPAC businesmlmnation, measured by time-to-deal and long-
term unit price performance. The result impliest tie@nagement experience is the factor within the
management quality that affects the success of SBUs@iess combination.

We argue that SPAC management quality is valuatdermarket by SPAC IPO underpricing
and show the positive relationship between managemeperience and SPAC IPO underpricing.
Underpricing reflects the value of management agpee. So, we split the sample by underpricing

and firm size quintiles. As we can see from theultedong-term unit price performance during
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business combination procespifiau) increases as SPAC IPO underpricing increasesdiffegence
between thdtpmau in the top and the bottom underpricing quintiles-0.003 within one percent
significance level.

The variation of SPAC business combination sucosdisator &indicator) across TRF score,
TSF score or management experience quintiles cdnased towards ones in progressidicator=3)
because it takes up more than half of the totalpgan®o, we will further investigate the relatiompsh
between management quality and reputation and ssidoelicator by running multinomial logistic
regressions.

4.14 Cross-Sectional Regression of Timeto Deal on Management Quality and Reputation or
SPAC I PO Underpricing

We use a cross-sectional regression analysis asiigate the effect of management experience,
other management quality and reputation or undegngion time-to-deal in years. The dependent
variables are time-to-deal in years from IPO tilslmess combinatioritipoma) and time-to-deal in
years from the announcement till the consummatfdsusiness combinationtdma). We use censored
tobit regression. Our base regression model islasfs.

ttdipoma =a; + 5, * meanmgtexper., + 53, * underpricng, + 3, * bva, + S, * bva2,

(7
+ 5 * In fage + 5, * toptierdummy, + * yeardummy+ & %

wherea; and &, is constant term and error components. The definiof other variables in

equation (1) is the same as ones in Table 2 oreThbl From our base regression model, we add other
management quality and reputation variables in @ @blor each firm. Also, we substitutéédma; for
ttdipoma; as the alternative time-to-deal measure.

Table 17 shows the censored tobit regression eesidilthe equation (7). T-statistics are in
parentheses. *, ** *** represents ten, five andeopercent significance level, respectively. The

coefficients of year dummies are not reported.
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Table 17 Regression results of time-to-deal fro@ ffing till M&A consummation on management

experience, IPO underpricing and management quality

The censored tobit regression results are providethl of 53 observations from September 2004 Midly 2008, are used in the
regression analysis. Dependent variable is timeet-in years from the initial filing date of SPARO till the consummation date of
SPAC business combinatiottdjpoma). The definitions of variables are the same as am&able 14. The regression coefficients of year
dummies are not reported in the regression. N sepits the number of observations. T-statisticsraparentheses. *, **, *** represents
the one, five and ten percent significance lexadpectively.

1 2 3 4 5
Dependent Variable=ttdipoma
intercept 0.622 1.162 1.175 0.892 1.267
(1.34) (3.24)*** (3.27)*** (2.28)** (3.29)***
meanmgtexper. -0.040 -0.037 -0.038 -0.040 -0.037
(-3.82)*** (-3.35)*** (-3.38)*** (-3.61)*** (-3.36) ***
underpricing 0.254 1.154 1.168 0.942 1.109
(0.21) (0.93) (0.95) (0.78) (0.90)
tsize 0.067
(1.93)*
pmba -0.079 -0.085
(-0.43) (-0.47)
pfteam 0.424 0.292
(2.23)** (1.56)
plawacc -0.246 -0.185
(-1.01) (-0.73)
tenure -0.659
(-0.50)
nonprofit -0.037
(-1.42)
toptierdummy -0.465 -0.539 -0.540 -0.585 -0.520
(-2.21)** (-2.64)** (-2.65)** (-2.90)*** (-2.54)**
bva -0.311 -1.286 -1.345 -0.961 -1.375
(-0.30) (-1.47) (-1.53) (-1.09) (-1.57)
bva2 -1.073 0.601 0.632 0.254 0.709
(-0.75) (0.52) (0.55) (0.22) (0.61)
Infage 1.944 1.038 1.086 0.990 1.011
(0.98) (2.03)** (2.09)** (1.98)** (1.98)**
yeardummy Yes Yes Yes Yes Yes
Pseudo-R 0.67 0.55 0.56 0.59 0.56
N 53 53 53 53 53

We find negative relationships betweemanmgtexper. and ttdipoma from regression 1 to
regression 5. The relationships are statisticatipiBcant within one percent significance leveherl

result is consistent with our hypothesis 6. Howewege do not find any relationships between
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underpricing andttdipoma. The result is not consistent with our hypothdsidn regression 1, one
standard deviation increasemeanmgtexper. decreasettdipoma by 18.98%.

For control variables, we find negative relatiopshbetweenoptierdummy andttdipoma from
regression 1 to regression 5. The relationshipsstatstically significant within five or one perge
significance level. In regression 1, one standandation increase itoptierdummy decreasetdipoma
Also, we find positive relationships betweémnfage and ttdipoma with the statistical significance
within five percent significance level from regress2 to regression 5. In regression 2, one stahdar
deviation increase irinfage increasesttdipoma by 12.23%. It seems that top-tier underwriter
involvement in SPAC IPO significantly reduces titoedeal from IPO till business combination. As
we discussed in earlier sections, firm age candresidered as time to prepare for going public in
SPAC IPO. If it is correct, positive correlationagpected because time-to-deal starts from IP@init
filing period.

Table 18 shows the censored tobit regression seetithe equation (7) with time-to-deal from
the announcement till the consummation of SPACrimss combinationttfima) as the dependent
variable. T-statistics are in parentheses. *, ** tepresents ten, five and one percent signifieanc
level, respectively. The coefficients of year durasnare not reported.

We find negative relationships betweemeanmgtexper. and ttdma from regression 1 to
regression 5. The relationships are statisticafipiBcant within five percent significance levélhe
result is consistent with our hypothesis 6. Howewee do not find any statistical relationships
betweerunder pricing andttdipoma even though the signs of coefficients are negaiihe result is not
consistent with our hypothesis 5. In regressiomrie standard deviation increasenieanmgtexper.
decreasettdma by 11.55%.

For control variables, we find negative relatiopshbetweertoptierdummy and ttdma from
regression 2 to regression 4. The relationships sadistically significant within ten percent

significance level. In regression 2, one standandation increase itoptierdummy decreasetdma by
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Table 18 Regression results of time-to-deal fromAnnouncement till M&A consummation on

management experience, IPO underpricing and maregegnality

The censored tobit regression results are providethl of 53 observations from September 2004 Midly 2008, are used in the
regression analysis. Dependent variable is timeeta-in years from the announcement date till comsation date of SPAC business
combination {tdma). The definitions of variables are the same asamdable 14. The regression coefficients of yanmies are not
reported in the regression. N represents the nupfb@vservations. T-statistics are in parentheses, *** represents the one, five and

ten percent significance level, respectively.

1 2 3 4 5
Dependent Variable=ttdma
intercept 0.544 0.479 0.479 0.299 0.664
(1.22) (1.42) (1.42) (0.81) (1.86)*
meanmgtexper. -0.024 -0.025 -0.025 -0.026 -0.025
(-2.41)** (-2.36)** (-2.36)** (-2.52)** (-2.39)**
underpricing -1.864 -1.632 -1.631 -1.752 -1.695
(-1.56) (-1.39) (-1.39) (-1.51) (-1.47)
tsize 0.012
(0.37)
pmba -0.010 -0.003
(-0.05) (-0.02)
pfteam 0.231 0.193
(1.26) (1.08)
plawacc -0.343 -0.327
(-1.46) (-1.39)
tenure 0.260
(0.21)
nonprofit -0.039
(-1.58)
toptierdummy -0.185 -0.328 -0.328 -0.360 -0.296
(-0.91) (-1.70)* (-1.70)* (-1.87)* (-1.55)
bva 1.690 1.008 1.006 1.226 0.853
(2.71)* (1.23) (1.21) (1.47) (1.05)
bva2 -1.882 -1.051 -1.050 -1.280 -0.859
(-1.37) (-0.97) (-0.97) (-1.17) (-0.80)
Infage -0.071 0.659 0.660 0.628 0.611
(-0.04) (1.38) (1.35) (1.33) (1.30)
yeardummy Yes Yes Yes Yes Yes
Pseudo-R 0.51 0.35 0.35 0.38 0.40
N 53 53 53 53 53

8.74%. Also, we do not find any statistical relagsbips betweemfage andttdma. Similar to Table 17,

the average industry experience of SPAC managetaant and top-tier underwriter involvement in
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SPAC IPO reduces time-to-deal from the announcertibrthe consummation of SPAC business
combination.

4.15 Cross-Sectional Regression of L ong-term Unit Price Perfor mance on Management Quality
and Reputation or SPAC PO Underpricing

We use a cross-sectional regression analysis totteeeelationship between management
experience, other management quality and reputatiorunderpricing, and long-term unit price
performance. The dependent variable is the FamaMaxbeth (1973) regression alpha from the
regression of monthly average unit return on magntBlarhart (1997) four-factors from the
announcement till the consummation of SPAC busigesshination Itpmau). We use OLS regression.
Our base regression model is as follows.

Itpmau, = a, + B, * meanmgtexper.; + 5, * underpricing, + S, * bva, + 5, * bva2,

. (8
+ B, * In fage + B, * toptierdunmy; + y* yeardummy + &; ®

wherea; and &, is constant term and error components. The definiof other variables in

equation (1) is the same as ones in Table 2 oreThbl From our base regression model, we add other
management quality and reputation variables ind aldbr each firm.

Table 19 shows the OLS regression results of thaten (8). T-statistics are in parentheses. *,
** represents ten or five percent significance levespectively. The coefficients of year dummies a
not reported.

We find positive relationships betweeamderpricing and Itpmau from regression 1 to
regression 5. The relationships are statisticatipiBcant within ten percent significance levelhd
result is consistent with our hypothesis 5. Howewee do not find any relationships between
meanmgtexper. andItpmau. The result is not consistent with our hypothesisn regression 1, one
standard deviation increaseunderpricing increasestpmau by 0.07%. For control variables, we find
positive relationships betwedboptierdummy and Itpmau from regression 1 to regression 5. The

relationships are statistically significant withiive percent significance level. In regression fheo
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Table 19 Regression results of long-term unit ppedormance from M&A announcement till M&A

consummation on management experience, IPO undegpand management quality

The OLS regression results are provided. Total bfobservations from September 2004 till May 200®, ased in the regression
analysis. Dependent variable is unit price perforoeafrom the announcement date till consummatiote dd SPAC business
combination pmau). It is calculated by running Fama and Macbett7@%egression alpha of monthly average unit poicenonthly
Carhart (1997) four factors. The definitions ofimbies are the same as ones in Table 14. The sigmnesoefficients of year dummies
are not reported in the regression. N represestadimber of observations. T-statistics are in gheses. *, **, *** represents the one,
five and ten percent significance level, respebive

1 2 3 4 5
Dependent Variable=Itpmau
intercept 0.005 0.005 0.005 0.006 0.005
(1.67) (1.63) (1.54) @.77n)* (1.58)
meanmgtexper. -0.0001 -0.0001 -0.0001 -0.0001 -0.0001
(-0.87) (-0.85) (-0.84) (-0.88) (-0.88)
underpricing 0.020 0.020 0.020 0.019 0.020
(1.94)* (1.93)* (1.92)* (2.91)* (1.92)*
tsize
pmba 0.001
(0.39)
pfteam -0.0002
(-0.18)
plawacc -0.001
(-0.62)
tenure
nonprofit 0.00003
(0.16)
toptierdummy  0.004 0.004 0.004 0.004 0.004
(2.58)** (2.56)** (2.55)** (2.62)** (2.26)**
bva 0.004 0.004 0.004 0.003 0.004
(0.58) (0.60) (0.49) (0.45) (0.44)
bva2 -0.013 -0.013 -0.013 -0.012 -0.013
(-1.40) (-1.39) (-1.29) (-1.27) (-1.18)
Infage 0.0002 -0.0002 0.0002 -0.00003 0.0004
(0.04) (-0.04) (0.05) (-0.01) (0.10)
yeardummy Yes Yes Yes Yes Yes
Adjusted-R 0.23 0.21 0.21 0.21 0.21
N 51 51 51 51 51

standard deviation increase toptierdummy increasedtpmau by 0.11%. We show that there is a

positive relationship betweaeneanmgtexper. andunderpricing by arguing that outside investors value

SPAC management team experience and it is refléstadderpricing. Also, SPAC IPO underpricing
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predicts the long-term unit price performance lgnaling firm quality. The result is consistent with
the firm quality signaling theory of IPO underpngi Also, top-tier underwriter involvement in SPAC
IPO has positive effect on the long-term unit ppegformance.

4.16 Cross-Sectional Regression of the Success Probability in Business Combination on
Management Quality and Reputation or SPAC I1PO Underpricing

We use a cross-sectional regression analysis ttheeeffect of management experience, other
management quality and reputation or underpricmg¢he success probability in business combination.
The dependent variable is equal to one if SPAC womsated business combination, is equal to two if
SPAC liquidated, and is equal to three if SPAC hess combination is in progressnlicator). We

use multinomial logistic regression. Our base regjo; model is as follows.

sindicator; =1 ex’
P = ——7=AX'B)... 9
{sindicatori :3j 1+ e*? (X'4) ... 9)

Nis the logistic cumulative distribution functioK.is a vector of covariatesnéanmgtexper .,
stoptierdummy, bva, bva2, Infage andyeardummy). The definition of other variables in equation &
the same as ones in Table 2 or Table 14. From ase begression model, we add other management
guality and reputation variables in Table 2 forkefiam i.

Table 20 shows the multinomial logistic regress®esults of the equation (9). Z-statistics are in
parentheses. *, *** represents ten or one percigmifecance level, respectively. The coefficients o
year dummies are not reported. We find negativaticgiships betweemeanmgtexper. andsindicator
from regression 1 to regression 5. The relatiorsslape statistically significant within ten percent
significance level. The interpretation is that grebability of choosing consummated SPAC business
combinations over one in progress decreaseseasmgtexper. increases. The result is consistent with
our previous analysis in Table 15 and Table 16jthatnot consistent with our hypothesis 6. Howeve
we do not find any relationships betwaewerpricing andsindicator. The result is not consistent with

our hypothesis 5.
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Table 20 Regression results of success indicatonamagement experience, IPO underpricing and

management quality

The multinomial logistic regression results arevied. Total of 158 observations from Septemberd2@DNovember 2008, are used in
the regression analysis. Dependent variable islequane if SPAC consummated business combinai®requal to two if SPAC
liquidated, and is equal to three if SPAC busimassbination is in progressifqdicator). The definitions of variables are the same as
ones in Table 14. The regression coefficients af geimmies are not reported in the regressionpkesents the number of observations.
T-statistics are in parentheses. *, **, *** repragethe one, five and ten percent significancel)eespectively.

1 2 3 4 5
Dependent Variable=sindicator
intercept 4.642 5.153 4.365 4.333 3.170
(3.60)*** (3.71)*** (3.06)*** (3.16)*** (2.03)**
meanmgtexper. -0.112 -0.113 -0.113 -0.108 -0.109
(-2.16)** (-2.17)** (-2.17)** (-2.09)** (-2.08)**
underpricing 1.965 1.803 1.896 1.925 1.740
(0.33) (0.30) (0.32) (0.32) (0.29)
tsize
pmba -1.136
(-1.15)
pfteam 0.406
(0.41)
plawacc 0.842
(0.61)
tenure
nonprofit -0.050
(-0.49)
toptierdummy -3.082 -3.119 -3.117 -3.097 -2.971
(-4.34)*** (-4.36)*** (-4.37)*** (-4.34)*** (-3.99 )***
bva 0.669 0.296 0.807 0.724 0.688
(0.32) (0.14) (0.38) (0.35) (0.33)
bva2 -0.560 -0.472 -0.644 -0.592 -0.570
(-0.57) (-0.48) (-0.64) (-0.59) (0.58)
Infage -8.170 -8.137 -8.196 -8.172 -8.210
(-3.89)*** (-3.92)*** (-3.90)*** (-3.89)*** (-3.84 )***
yeardummy Yes Yes Yes Yes Yes
Pseudo R 0.25 0.26 0.25 0.25 0.26
N 158 158 158 158 158

For control variables, we find negative relatiopshibetweernoptierdummy, Insta or Infage and

sindicator from regression 1 to regression 5. The relatiorsshie statistically significant within ten or
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one percent significance level. The interpretati®rthat the probability of choosing consummated
SPAC business combination over one in progressdses asptierdummy, Insta or Infage increases.

Overall, it seems that SPAC business combinatigagnogress dominates the sample and the
result is biased towardndicator=3.°

4.17 Cumulative Abnormal Returnsor Institutional Interest Split into Firm Size and the Success
Characteristics of SPAC Business Combination Quintiles

Table 21 shows the relationship between CARs ondéwor days before and after SPAC
business combination announcemeXTAR(-1,1), ACAR(-2,2)) and long-term unit price performance
from IPO consummation till SPAC business combimmaaanouncementtpipou). We split the sample
by Itpipou and by firm size quintiles.

We find positive patterns between long-term unicg@mperformance from IPO consummation
til SPAC business combination announcemdtgigou) and cumulative abnormal return one day

Table 21 CARs around SPAC business combinationwarg@nent split into firm size quintiles and

long-term unit price performance quintiles

The average values of cumulative abnormal returoisral SPAC business combination announcem®AR(-1,1) andACAR(-2,2) are
provided. The table shows ones split into firm sime long-term unit price performance from IPO econsation till SPAC business
combination announcement (Itpipou) quintiles. Ti-tesults for the difference in means are reporfestatistics are in parentheses. *, **,
*** represents ten, five and one percent signifatevel, respectively.

Firm Size Quintiles Itpipou
ACAR(-1,1) 1 2 3 Average 1st-3rd
1 0.055 0.017 0.086 0.053
2 0.001 0.024 0.155 0.060
3 0.014 0.068 0.181 0.088
Average 0.023 0.036 0.141 -0.113
(-3.56)***
ACAR(-2,2) 1 2 3 Average 1st-3rd
1 0.020 0.014 0.094 0.043
2 0.022 0.003 0.243 0.089
3 0.013 0.085 0.160 0.086
Average 0.018 0.034 0.166 -0.138
(-3.27)***

8 \We perform the same analysis withdaptierdummy or with the residual from the regression reéanmgtexper. on
toptierdummy. The results are qualitatively the same. Also, pegform the same regression analysis by substfutin
sdummy (dummy variable equal to one if consummated anmd #eliquidated) forsindicator. There is no statistically
significant relationship betweedummy and management quality or reputation variables.
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(ACAR(-1,1)) or two daysACAR(-2,2)) before and after SPAC business combinatimmouncement.
The difference (-0.113) oACAR(-1,1) between top and bottohtpipou quintiles is statistically
significant within one percent significance levelstatistic=-3.56). Also, the difference (-0.138) o
ACAR(-2,2) between top and bottohpipou quintiles is statistically significant within ongercent
significance level (t-statistic=-3.27). As long#teunit price performance from IPO consummation till
SPAC business combination announcement increasesilative abnormal return one day or two days
before and after SPAC business combination annoueceincreases.

The result is consistent with our hypothesis 7.hdigsuccess probability of SPAC business
combination, measured by the long-term unit prieefggmance, is positively correlated with better
SPAC business combination performance, measuredroylative abnormal returns.

Table 22 shows the relationship between time-td-deam IPO initial filing till 1PO
consummationt{dipo) and CARs one, two or five days before and affeAS business combination
consummation@CAR(-1,1), CCAR(-2,2) or CCAR(-5,5)). We split the sample htdipo quintiles and
by firm size quintiles.

We find a negative pattern in the relationship lesmitdipo and CCAR(-1,1), CCAR(-2,2) or
CCAR(-5,5), even though the difference of cumulativaamal returns between top and botttidipo
quintiles is not statistically significant. The v#ts imply IPO period predicts the performance BAE®
business combination around consummation date., Atgoresult is consistent with our hypothesis 7.
Less time to deal from IPO initial filing till IP@onsummation is negatively correlated with better
SPAC business combination performance, measuredclgulative abnormal returns, around
consummation date.

Table 23 shows the relationship between long-temit price performance from SPAC
business combination announcement till consummékipmau) or from IPO consummation till SPAC

business combination announcemétmijou) and CARs one, two or five days before and afleAS
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Table 22 CARs around SPAC business combinationuromsation split into firm size and time-to-

deal quintiles

The average values of cumulative abnormal retu@#R(s) around SPAC business combination consummgBaAR(-1,1), CCAR(-
2,2) andCCAR(-5,5)) are provided. CARs are split into firm semed time-to-deal from IPO initial filing till IP@onsummationt{dipo)
quintiles. T-test results for the difference in meare reported. T-statistics are in parenthese®, *** represents ten, five and one
percent significance level, respectively.

Time-to-deal Quintiles (from IPQO initial filing till IPO assummation

Firm size quintiles ttdipo
CCAR(-1,1) 1 2 3 Average 1st-3rd
1 0.026 0.107 0.049 0.061
2 0.002 -0.061 -0.110 -0.056
3 -0.019 -0.145 -0.092 -0.085
Average 0.003 -0.033 -0.051 0.031
(0.80)
CCAR(-2,2) 1 2 3 Average 1st-3rd
1 0.028 0.106 0.041 0.058
2 -0.009 -0.054 -0.065 -0.043
3 -0.009 -0.136 -0.202 -0.116
Average 0.003 -0.028 -0.075 0.022
(0.48)
CCAR(-5,5) 1 2 3 Average 1st-3rd
1 0.027 0.124 -0.005 0.049
2 -0.007 -0.058 -0.098 -0.054
3 -0.019 -0.107 -0.093 -0.073
Average 0.0003 -0.014 -0.065 0.057
(1.30)

business combination consummati@CAR(-1,1), CCAR(-2,2) or CCAR(-5,5)). We split the sample
by Itpmau or Itpipou quintiles and by firm size quintiles.

We find a positive relationship betwe&ipmau or Itpipou and CCAR(-1,1), CCAR(-2,2) or
CCAR(-5,5). The difference (-0.062; -0.096; -0.142) @CAR(-1,1), CCAR(-2,2) or CCAR(-5,5)
between top and bottoltpmau quintiles is statistically significant within tgrercent (t-statistic=-2.03)
or one (t-statistic=-3.71; t-statistic=-6.10) perceignificance level, respectively. Also, the drnce
(-0.130; -0.158; -0.158) oECAR(-1,1), CCAR(-2,2) or CCAR(-5,5) between top and bottoltpipou
quintiles is statistically significant within fivpercent (t-statistic=-2.61; t-statistic=-2.83) areo(t-
statistic=-3.27) percent significance level, respety. Better long-term unit price performance idgr
SPAC business combination period or post-IPO peleads to higher cumulative abnormal returns
around SPAC business combination consummation.rAgiae result is consistent with our hypothesis

7 and previous literature about merger-driven IPO.
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Table 23 CARs around SPAC business combinationurommsation split into firm size and long-term unitgar performance quintiles

The average values of cumulative abnormal retu@#sRs) around SPAC business combination consumm#&B@AR(-1,1), CCAR(-2,2) andCCAR(-5,5)) are provided. CARs are split
into firm size and long-term unit price performarican SPAC business combination announcementRAGS business combination consummatitipntau) or from IPO consummation
till SPAC business combination announceméiptou) quintiles. T-test results for the difference ieans are reported. T-statistics are in parenth&ses.*** represents ten, five and

one percent significance level, respectively.

Long-term Unit Price Performance Quintiles

Firm Size Quintiles ltpmau Itpipou
CCAR(-1,1) 1 2 3 Average 1st-3rd 1 2 3 Average 1st-3rd
-0.036 0.041 0.108 0.038 0.114 0.004 0.079 0.066
-0.091 -0.008 -0.071 -0.057 -0.115 -0.030 6.00 -0.050
-0.114 -0.033 -0.068 -0.072 -0.122 -0.078 0.017 -0.061
-0.080 0.000 -0.010 -0.041 -0.035 0.030
Average -0.062 -0.130
(-2.03)* (-2.61)*
CCAR(-2,2) 1 2 3 Average 1st-3rd 1 2 3 Average 1st-3rd
-0.009 -0.008 0.120 0.034 0.114 0.012 0.070 .06
-0.109 0.025 -0.036 -0.040 -0.104 -0.019 0.007 0.039
-0.117 -0.105 -0.031 -0.084 -0.169 -0.065 0.045 -0.063
-0.078 -0.029 0.018 -0.053 -0.024 0.041
Average -0.096 -0.158
(-3.71)** (-2.83)*
CCAR(-5,5) 1 2 3 Average 1st-3rd 1 2 3 Average 1st-3rd
-0.048 -0.029 0.112 0.012 0.174 -0.020 0.044 0.066
-0.131 -0.009 0.033 -0.036 -0.159 -0.050 0.074 0.045
-0.132 -0.032 0.001 -0.054 -0.134 -0.022 0.028 0.043
-0.104 -0.023 0.049 -0.040 -0.031 0.049
Average -0.142 -0.158
(-6.10)*** (-3.27)**
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Finally, Table 24 shows the univariate analysisultedetween long-term unit price
performance from SPAC business combination anngueanetill consummationtpmau) or from IPO
consummation till SPAC business combination consation (tpipomau) and the number of
institutional investorsigstnc) or the ratio of institutional ownership to IPClexfng amountifistpc) at
the end of the first quarter after SPAC businesslioation consummation. We split the sample by
Itpmau or Itpipomau quintiles and by firm size quintiles.

We find positive patterns in the relationship bedwkpmau or Itpipomau andinstnc or instpc.
The difference (-12.53) ahstnc between top and bottoftpmau quintiles is statistically significant
within ten percent significance level (t-statistit=84). On the other hand, the difference (-8.65) o
instnc between top and bottoltpipomau quintiles is not statistically significant (t-Stdic=-1.22) even
though the positive pattern shows in the relatignsletweentpipomau andinstnc. The difference (-
0.54; -0.45) ofinstpc between top and bottoltpmau or Itpipomau quintiles is statistically significant
within five or ten percent significance level (&8stic=-2.36; t-statistic=-1.99). As long-term uprice
performance from SPAC business combination announeant till consummation or from IPO
consummation till SPAC business combination consation increases, the institutional interest after
SPAC business combination consummation increasesrésult is consistent with our hypothesis 7.

Overall, the results from Table 21 to Table 24 shioat shorter time-to-deal or better unit price
performance leads to better SPAC business combmagtierformance measured by cumulative
abnormal returns. Also, better unit price perforoeleads to more institutional interest after bessm
combination consummation. The results are congist&h our hypothesis 7 and previous merger-
driven IPO literature. However, some of the resahs not statistically significant even though thei
relationship pattern is consistent with our hypste&. So, we perform regression analysis from &abl

25 to Table 28 to verify our findings here.
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Table 24 Institutional interest after SPAC busingssbination split into firm size and time-to-deallong-term unit price performance
quintiles

The average institutional interest after SPAC bessncombinatioris provided. The table shows the number of instingl investors at the end of the first quarteea8PAC business
combination consummatioringtnc) or the ratio of the institutional ownership todRunit offering amount at the end of the first daarfollowing SPAC business combination
consummationifistpc) split into firm size and long-term unit price fi@mance from IPO consummation till SPAC businessiltination consummatioritgipomau) or from business

combination announcement till consummatittpriau) quintiles. T-test results for the difference ieans are reported. T-statistics are in parenth&ses.*** represents ten, five and
one percent significance level, respectively.

Long-term Unit Price Performance Quintiles

Firm Size Quintiles ltpmau [tpipomau
instnc 1 2 3 Average  1st-3rd 1 2 3 Average  1st-3rd
1 2.67 3.40 10.00 5.36 0.00 4.00 9.63 4.54
2 8.43 10.29 23.75 14.16 9.57 9.57 23.00 14.05
3 12.57 8.60 38.60 19.92 11.67 23.00 30.00 21.56
7.89 7.43 24.12 7.08 12.19 20.88
Average -12.53 -8.65
(-1.84)* (-1.22)
instpc 1 2 3 Average  1st-3rd 1 2 3 Average  1st-3rd
1 0.18 0.20 0.57 0.32 0.00 0.24 0.55 0.26
2 0.36 0.30 1.17 0.61 0.43 0.19 1.25 0.62
3 0.43 0.27 1.21 0.64 0.34 1.01 0.86 0.74
0.32 0.26 0.98 0.26 0.48 0.89
Average -0.54 -0.45
(-2.36)** (-1.99)*
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4. 18 Cross-Sectional Regressions of CARs or Institutional Interest around or after SPAC
Business Combinations on L ong-term Unit Price Performance or Time-to-Deal

Table 25 shows the OLS regression results of cuiaalabnormal returns around SPAC
business combination announcemeACAR) on the long-term unit price performance from IPO
consummation till SPAC business combination anneomamnt [tpipou). Cumulative abnormal return
is calculated following Brown and Warner (1985).eBtwindow for abnormal return is (-1,1), (-2,2)
and (-5,5). T-statistics are in the parenthese¥, *** represents ten, five or one percent sigo&nce
level, respectively. The coefficients of year duresnare not reported. N represents the number of
observations.

We find positive relationships betweeltpipou and ACAR(-1,1) or ACAR(-2,2). The
relationships are statistically significant withtome percent significance level. One standard dewiat
increase intpipou increaseACAR(-1,1) by 7.43% and ACAR(-2,2) by 8.58%. Long-teumit price
performance from IPO consummation till SPAC bussnesmbination announcement is positively
correlated with SPAC business combination annouecémeturn.

Table 26 shows the OLS regression results of cuiaalabnormal returns around SPAC
business combination consummatioBCAR) on time to deal from IPO initial filing till IPO
consummationt(dipo).

Consistent with the pattern we find in Table 22,fimel negative relationships betwetdipo
and CCAR(-1,1), CCAR(-2,2) orCCAR(-5,5). The relationships are statistically significant it five
percent significance level. One standard deviaiti@nease irttdipo decrease€CAR(-1,1) by 5.23%,
CCAR(-2,2) by 5.31% an€CAR(-5,5) by 5.28%. Longer time to deal from IPO iaitfiling till IPO
consummation leads to lower announcement retu8PIAC business combination consummation.

Table 27 shows the OLS regression results of cutiwelaabnormal returns around SPAC
business combination consummatid®CAR) on long-term unit price performance from SPAC

business combination announcement till consummadtipmau) or from IPO consummation till the
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Table 25 Regression results of CARs around SPA@bss combination on the long-term unit price

performance

The OLS regression results are provided. Total Iofobservations (from September 2004 till May 2088) used in the regression
analysis. Dependent variables are cumulative abaloreturn around SPAC business combination annooeese ACAR). Event
windows are (-1,1) and (-2,2). The definitions afiables are the same as ones in Table 14. Thessign coefficients of year dummies
are not reported in the regression. N represestadimber of observations. T-statistics are in gheses. *, **, *** represents the one,
five and ten percent significance level, respebjive

1 2
Dependent Variable ACAR ACAR
('111) ('2!2)
intercept -0.001 -0.042
(-0.01) (-0.25)
ltpipou 29.330 33.903
(5.27)*** (4.43)***
meanmgtexper. -0.004 -0.006
(-1.35) (-1.69)
underpricing -0.253 -0.528
(-0.83) (-1.26)
tsize -0.003 -0.002
(-0.31) (-0.17)
pmba 0.034 0.034
(0.74) (0.54)
pfteam 0.048 0.057
(2.02) (0.89)
plawacc -0.104 -0.082
(-1.66)* (-0.95)
tenure -0.102 -0.490
(-0.31) (-1.10)
nonprofit 0.009 0.009
(2.37) (2.03)
toptierdummy 0.004 -0.008
(0.08) (-0.11)
bva 0.001 0.273
(0.00) (0.76)
bva2 0.068 -0.374
(0.19) (-0.75)
Infage 0.242 0.938
(0.50) (1.40)
yeardummy Yes Yes
Adjusted-R 0.46 0.36
N 51 51
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Table 26 Regression results of CARs around SPA@bss combination consummation on time-to-

deal from IPO announcement till IPO consummation
The OLS regression results are provided. TotaRobldservations from September 2004 till May 20G8wged in the regression analysis.
Dependent variables are cumulative abnormal reatmond SPAC business combination consummat@AR). Event window is (-1,1),
(-2,2) and (-5,5), respectivelyhe definitions of variables are the same as amd®ble 14. The regression coefficients of year whigs
are not reported in the regression. N represestadimber of observations. T-statistics are in gheses. *, **, *** represents the one,

five and ten percent significance level, respebjive

1 2 3
Dependent Variables CCAR (-1,1) CCAR (-2,2) CCARY)
intercept -0.022 0.181 0.031
(-0.11) (0.80) (0.14)
ttdipo -0.116 -0.118 -0.117
(-2.22)** (-2.04)** (-2.06)**
meanmgtexper. 0.001 -0.001 -0.004
(0.22) (-0.24) (-0.69)
underpricing 0.280 0.871 0.511
(0.44) (1.26) (0.75)
tsize 0.014 0.003 0.019
(0.85) (0.17) (12.07)
pmba 0.008 -0.034 -0.036
(0.10) (-0.39) (-0.42)
pfteam -0.039 -0.055 0.009
(-0.45) (-0.58) (0.09)
plawacc 0.063 0.073 -0.032
(0.57) (0.61) (-0.27)
tenure 0.237 0.913 -0.030
(0.40) (1.40) (-0.05)
nonprofit 0.014 0.004 0.010
(1.04) (0.30) (0.66)
toptierdummy -0.046 0.064 -0.028
(-0.48) (0.60) (-0.27)
bva -1.705 -1.123 -1.434
(-3.03)*** (-1.81)* (-2.35)
bva2 1.746 1.015 1.350
(2.40)** (1.27) (1.71)
Infage 0.006 -1.071 0.518
(0.01) (-1.09) (0.54)
yeardummy Yes Yes Yes
Adjusted-R 0.16 0.21 0.14
N 49 49 49
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Table 27 Regression results of CARs around SPA@ess combination consummation on long-term

unit price performance

The OLS regression results are provided. Totalblservations from September 2004 till May 2008 ¢dservations for regression 1,
3 and 5) are used in the regression analysis. Rigmervariables are cumulative abnormal return add®RAC business combination
consummation@GCAR). Event window is (-1,1), (-2,2) and (-5,5), resipeely. The definitions of variables are the same as amd@sble
14. The regression coefficients of year dummiesnatereported in the regression. N represents tineber of observations. T-statistics

are in parentheses. *, ** *** represents the ding and ten percent significance level, respebfive

1 2 3 4 5 6
Dependent CCAR CCAR CCAR CCAR CCAR CCAR
Variables (-1,1) (-1,2) (-2,2) (-2,2) (-5,5) (-5,5)
intercept -0.030 -0.178 0.185 0.037 -0.044 -0.187
(-0.13) (-0.81) (0.72) (0.15) (-0.19) (-0.85)
ltpmau 18.951 22.116 36.255
(1.65) (1.79)* (3.28)***
ltpipou 19.802 18.054 29.257
(2.00)* (1.65) (2.93)***
meanmgtexper. 0.002 0.004 0.0001 0.001 -0.002 -0.0003
(0.49) (0.80) (0.01) (0.28) (-0.49) (-0.06)
underpricing -0.099 -0.192 0.498 0.406 -0.080 -0.028
(-0.15) (-0.31) (0.68) (0.59) (-0.12) (-0.04)
tsize -0.002 0.011 -0.015 -0.0001 0.00002 0.018
(-0.10) (0.68) (-0.77) (-0.01) (0.00) (1.07)
pmba -0.005 0.033 -0.049 -0.011 -0.071 0.002
(-0.06) (0.41) (-0.53) (-0.13) (-0.87) (0.02)
pfteam -0.042 -0.036 -0.062 -0.054 0.042 0.015
(-0.41) (-0.42) (-0.57) (-0.56) (0.43) (0.17)
plawacc 0.040 0.112 0.047 0.117 -0.042 0.047
(0.35) (0.97) (0.37) (0.91) (-0.38) (0.41)
tenure 0.304 0.121 0.998 0.806 0.047 -0.199
(0.49) (0.20) (1.50) (1.21) (0.08) (-0.33)
nonprofit 0.003 0.012 -0.007 0.002 -0.010 0.008
(0.21) (0.85) (-0.46) (0.11) (-0.66) (0.56)
toptierdummy  -0.048 -0.029 0.056 0.084 -0.066 -0.021
(-0.47) (-0.30) (0.51) (0.78) (-0.67) (-0.22)
bva -1.405 -1.446 -0.843 -0.851 -0.977 -1.209
(-2.29)** (-2.63)** (-1.28) (-1.40) (-1.65) (-2.17
bva2 1.670 1.571 0.993 0.828 1.186 1.215
(2.06)** (2.16)** (2.14) (2.03) (1.512) (1.65)
Infage -0.273 0.122 -1.397 -0.974 0.154 0.726
(-0.29) (0.13) (-1.39) (-0.97) (0.17) (0.79)
yeardummy Yes Yes Yes Yes Yes Yes
Adjusted-R 0.11 0.14 0.20 0.17 0.28 0.23
N 48 49 48 49 48 49
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announcement of SPAC business combinatignppu).

We find positive relationships betweeltpmau and CCAR(-2,2) or CCAR(-5,5). The
relationships are statistically significant withame or ten percent significance level. One standard
deviation increase ifpmau increase€CAR(-2,2) by 5.67% an€CAR(-5,5) by 9.29%. Also, we find
positive relationships betweehpipou and CCAR(-1,1) or CCAR(-5,5). The relationships are
statistically significant within ten or one percengnificance level. One standard deviation inoegias
Itpipou increaseCCAR(-1,1) by 5.26% an€CAR(-5,5) by 7.77%. Long-term unit price performance
from SPAC business combination announcement tisaexmation or from IPO initial filing till IPO
consummation is positively correlated with the ammement return of SPAC business combination
consummation.

For control variables, firm size measured by thekbealue of assets at the time of IPVg)
has negative relationships wi@CAR(-1,1), CCAR(-2,2) andCCAR(-5,5) in regression 1, 2 and 6. The
relationships are significant within five percemgrsficance level. Larger firms tend to have lower
abnormal return around SPAC business combinatiorswwcomation. The result is consistent with
previous literature (Moeller et al., 2004).

Table 28 shows the censored tobit regression sestilthe ratio of institutional ownership to
IPO offering amount at the end of the first quarfeflowing SPAC business combination
consummationistpc) or the number of institutional investors at timel @f the first quarter following
SPAC business combination consummatiostiic) on long-term unit price performance from SPAC
business combination announcement till consummékipmau) or from IPO consummation till SPAC
business combination consummatitipipomau).

Also, we find positive relationships betwekpmau or Itpipomau andinstnc or instpc. The
relationships are statistically significant withen, five or one percent significance level. Orandard
deviation increase iftpmau increasesnstnc by 619.50% andnstpc by 21.81%. One standard

deviation increase ittpipomau increasesnstnc by 862.96% andnstpc by 27.39%. Long-term unit
86



Table 28 Regression results of institutional inteedter SPAC business combination on long-ternh uni

price performance

The censored tobit regression results are providethl of 51 observations from September 2004 Mily 2008 are used in the
regression analysis. Dependent variables are th#beuof institutional investors at the end of tivetfquarter after SPAC business
combination consummationnétnc) and the ratio of institutional ownership to IP@ituoffering amount at the end of the first quarter
after SPAC business combination consummatiostyc). The definitions of variables are the same asamdable 14. The regression
coefficients of year dummies are not reported erigression. N represents the number of obsengtiostatistics are in parentheses. *,

** *+* represents the one, five and ten percemjrgiicance level, respectively.

1 2 3 4
Dependent
Variables instnc instnc instpc instpc
intercept 17.583 6.562 0.969 0.660
(0.83) (0.29) (1.12) (0.70)
ltpmau 2150.102 75.700
(2.82)*** (2.42)**
ltpipomau 5234.24 166.115
(2.59)** (2.99)*
meanmgtexper. -0.246 -0.244 -0.012 -0.013
(-0.56) (-0.54) (-0.69) (-0.70)
underpricing 48.874 46.847 2.546 2.616
(0.87) (0.81) (1.112) (1.10)
tsize -2.952 -2.328 -0.086 -0.067
(-1.89)* (-1.44) (-1.35) (-1.00)
pmba -13.572 -13.093 -0.514 -0.492
(-1.78)* (-1.70)* (-1.65) (-1.54)
pfteam -8.043 -6.586 -0.172 -0.130
(-0.93) (-0.74) (-0.48) (-0.35)
plawacc 6.779 7.226 0.062 0.066
(0.66) (0.69) (0.15) (0.15)
tenure -3.667 -26.707 1.039 0.229
(-0.07) (-0.48) (0.45) (0.10)
nonprofit 3.063 2.774 0.064 0.054
(2.81)*** (2.49)** (1.42) (2.19)
toptierdummy 27.200 30.318 0.969 1.100
(2.95)*** (3.34)*** (2.57)** (2.94)***
bva -5.865 0.815 0.259 0.519
(-0.12) (0.02) (0.13) (0.26)
bva2 11.452 -8.840 -0.564 -1.337
(0.17) (-0.13) (-0.21) (-0.49)
Infage -8.210 29.477 -1.414 -0.107
(-0.10) (0.35) (-0.41) (-0.03)
yeardummy Yes Yes Yes Yes
LR 45.12 44.13 29.43 27.77
Pseudo-R 0.11 0.11 0.28 0.27
N 51 51 51 51

87



price performance from SPAC business combinatiomancement till consummatiotgmau) or
from IPO till SPAC business consummatidtpipomau) is positively correlated with the institutional
interest around SPAC business combination annougicean consummation.

Overall, our regression analysis results manifestfimdings in univariate analysis from Table
21 to Table 24 and our hypothesis 7. Time-to-dealnit price performance during IPO and business
combination period has positive effects on the angement return around SPAC business
combination event. Also, better SPAC unit pricef@enance during IPO and business combination
period attracts higher institutional interest. Tiesults are also consistent with merger-driven 1PO

literature.
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CHAPTER 5 CONCLUDING REMARKS

This paper empirically investigates the market galhf management experience and its
relationship with SPAC IPO underpricing or the sgscof SPAC business combination. First, we find
that the market value of SPACs consists of proceettsist account and management quality which is
measurable.

Second, we find that the average management exper@ SPACs signal firm quality so that
they attract more outside investors and induceeladffer size. Also, it is not management quality
itself but management reputation outside businessmaunity that induces larger offer size for SPAC
IPO. As more management team members sit on ndit-fp@ard or more outside directors are
involved in the team, more top-tier underwriterge amvolved in SPAC IPO. Underwriting spread
decreases as SPAC management team size increagesthar offering expenses decreases as SPAC
management team size, tenure, average managenaemteteperience or the number of non-profit
boards that team members sit on increases. Thagenanagement experience and management
team size of SPACs are valued by the IPO markedidpyaling firm quality as a form of SPAC IPO
underpricing. Finally, management team size is g factor in attracting institutional investans
SPAC IPO.

Thrid, we find negative relationships between therage SPAC management team experience
and time-to-deal in years from IPO till businessnbmation or that from the announcement till
consummation of business combination. We find pasiielationships between underpricing and long-
term unit price performance from the announcemémonsummation of business combination.

So, SPAC management team experience or SPAC IP@rpneing positively affects the success of
SPAC business combination. The result is consiswetit the argument of underpricing as a firm
quality signal.

Finally, we empirically investigate the effect ome-to-deal or long-term SPAC unit price

performance on SPAC business combination performandgnstitutional interest around or after the
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business combination. We find that shorter timeld¢al or better long-term unit price performance

from IPO till business combination leads to higbemulative abnormal return around SPAC business
combination announcement or consummation. Alsagbébng-term unit price performance attracts

more institutional interest after the consummatd&PAC business combination.

The result implies that IPO price performance befbusiness combination resolves the
valuation uncertainty of IPO firms. Also, the ressd valuation uncertainty increases the probakulity
success in business combination and leads to lretten performance around business combination.
Finally, institutional investors appreciate the ualon certainty and increase their investment in
merged firms. The result is consistent with theantainty resolution hypothesis of merger-driven IPO

literature (Lyandres, Zhdanov and Hsieh, 2008;kyaelit, Sevilir and Shivdasani, 2008).
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