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ABSTRACT

This study sought to examine how cross-listingaffi¢he share returns of cross-listed
at the Nairobi Securities Exchange. The researstydexdopted in this study was the
experimental research design. The population wds&t companies in Kenya from
which 16 firms were sampled out with 8 of the firbesng cross-listed ones. The final
sample consisted of 14 firms after one cross-lifited was dropped for lack of data.
This study used secondary data obtained from the Si&cretariat. Specifically, data
was gathered on annual share prices of firms selefir the study for an 8-year
period (3 years before and 5 years after the distes firms did so), the total assets,
and the NSE 20 share index. The study used deserigbalysis and ANOVA test of
differences. The study found that there were ntissitzlly significant differences
between the abnormal returns of cross-listed stacics no-cross-listed stocks. The
study concludes that cross-listing does not lealdetter performance of cross-listed
stocks and neither does it hurt the rival firmse ®iudy recommends that firms in
Kenya need to vet the markets in which they seegraégs-list on in terms of their
reputation vis-a-vis the local stock exchange keefbey cross-list as the current East

African markets do not offer any premium.
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CHAPTER ONE:INTRODUCTION

1.1  Background of the Study
Cross-listing refers to the listing of ordinary sfsof a firm on a different exchange

other than its home stock exchange. Firms geneaalyprofit maximizers, and so
decisions taken by firms are geared towards maxaqithe value of the firm and
shareholders’ wealtlola09. The decision to cross —list may be advised byouar

factors; however the ultimate evaluation is madé&®effect on the value of the firm,
as measured by the return on its quoted securitles return on a firm’s securities is
the change in its value between a base periodrengdint in time at which it is being

evaluated.

A theoretical relationship between cross-listingl amare returns can be examined
from the perspectives of various scholars. The biligi/investor recognition
hypothesis by Merton (1987) argues that increasgdiNty and investor recognition
occasioned by cross-listing increased investor lzase results in lower expected
returns hence increased the firm value. The se@nenthypothesis, presented by
Alexander, Eun, and Janakiramanan (1987), preditiacrease in stock prices due to
market integration. The analyst coverage hypothdsisDomowitz, Glen, and
Madhavan (1998) predicts an entry of market anslgisie to the increase in trading
activity, with a consequent reduced volatility. Dge, Karolyi, Lins, Miller, and Stulz
(2009) suggest that the better alignment of therasts of the cross-listed company to
those of the minority shareholders and the ingbditthe controlling shareholders to
extract private benefits from the firm enablesoitbetter take advantage of growth

opportunities, hence higher returns.

As at December 2014, the Nairobi Securities ExchafySE) had 64 listed

companies, 8 of which were cross-listed within Esfsica. Nation Media Group and



Kenya Commercial Bank are listed in the Uganda B@esi Exchange (USE), the
Dar-es-salaam Stock Exchange (DSE), and the Rw&tdek Exchange (RSE).
Kenya Airways and East Africa Breweries Limited #isted in both the USE and

DSE, while Jubilee Holdings, Centum, and Equity IBare listed in the USE only.

1.1.1 CrossListing
Cross-listing refers to the listing of ordinary sfsof a firm on a different exchange

other than its home stock exchange. It is therevdnere a firm lists its shares for
trading on at least two stock exchanges locatediffarent countries (Onyuma et al
2012). Companies cross-list through one of two eagies: Depository Receipts, or

Ordinary Listing.

In Ordinary Listing, a company lists is ordinaryasts on a different exchange other
than its home stock exchange. Depositary Recerptei@gotiable financial securities
representing publicly traded security - equity @lg) or debt - of a company listed in
one market which is traded on another market. ©two approaches, ordinary listing
is less attractive due to stringent requiremends #ne attached to it. Such a receipt
therefore allows investors to hold shares in eqoitgther countries without need to

go directly into the foreign markets (Adelegan, 200

1.1.2 ShareReturns

Industrial economists typically assume that firmaximize the discounted value of
profits. Financial economists typically assume fivats maximize shareholder value
Sch90. Miller and Rock (1985) and Stein (1989) show thia¢ assumption by
Industrial Economists, and that by Financial Ecorstén are not equivalent when
information is imperfect because, under imperfe@ébrmation, firms may have the

ability to enhance investor perceptions (and thus s$hare price) even without



actually increasing the discounted value of profiiewever, where there is perfect

information, these two assumptions equivalent.

The value of an investment in a quoted firm ispheduct of its share’s quoted price
and the number of shares acquired. The return dnvastment is the change in the
value of the investment as a proportion of the eaifi the initial investment. Share
returns have been measured by a number of schadarg the market modelia09

where abnormal returns for securities are detemhilt@s imperative for investors to
pay due attention to the factors that influenceeipaices as this could help them in

making wise investment decisions and invest inksdlcat yield good returns.

1.1.3 CrossListing and Share Returns
According to Fama(1970), in an efficient market,imformation affecting the value

of a security isimmediately reflected in its markwice. In an efficient market
therefore, the information content of the annoureetny a company of its decision
to cross-list may lead to changes in share pri€esarket evaluates the information
and expect the cross-listing to lead to increas@dey the firm’s share returns are
going to be positive as its price adjusts upwaalghe new valuation, while an
evaluation that the cross-listing will lead to redd value will result in negative

returns.

Results of studies conducted on the effect of elisiag have been diverse, with
different resultant hypotheses to explain the usbnaeffects. Merton (1987) puts
forth the visibility/investor recognition hypothesiwhich argues that increased
visibility and investor recognition occasioned bgss-listing increased investor base
and resulted in lower expected returns, and henceeased the firm value. The

segmentation hypothesis, presented by Alexander, Bod Janakiramanan (1987),



predicts that due to market integration, stock gwievill rise. As a result, market
capitalization will increase before cross-listirapd firm assets will increase after
cross-listing. Domowitz, Glen, and Madhavan (1998)t forward the analyst

coverage hypothesis, which predicted that increas@ading activity as a result of the
cross-listing, induced entry of analysts. This L base level volatility, because
opening prices were more informative positive vabra effects. Doidge, Karolyi,

Lins, Miller, and Stulz (2009) suggest that corlingl shareholders of cross-listed
firms cannot extract as many private benefits frmontrol compared to controlling

shareholders of firms that are not cross-listed, @oss-listed firms are better able to
take advantage of growth opportunities. Consequetitle cross-listed companies
should be the ones whose interests are betteredligmth those of minority

shareholders. Better protection of minority shalééis of cross-listed companies
might be another advantage of entering a foreigrketaln this study, it is expected
that cross-listing will have a positive relationsiwith share returns of the listed firms

and a negative one on the share returns of majphad.

1.1.4 TheNairobi Securities Exchange
The Nairobi Securities Exchange was registered®bvlas a voluntary association of

stockbrokers registered under the Societies Acsiriaiss was conducted by resident
Europeans only until 1963 when Kenya attained irddpnce from Britain. Before
1963, there were about 10 listed companies. Agtitthe stock market slumped at
the dawn of Kenya'’s independence due to uncertaintyit Kenya’'s economic future.
However, the first three years of independence weagked by steady economic
growth and the restoration of confidence in thekatrwith the result that the NSE

handled a high number of subscriptions of pubbeie&sin90.



The NSE Index was first computed in 1966, starbggneasuring the daily average
price changes in 17 companies that were considirednost active stocks in the
market. It was computed as a weighted averageicd phanges in the selected stocks
and 1966 was used as the base year and set abiti®@a05. The 1970s saw about
20 more companies listed on the NSE. The introdoatif a 35% Capital Gains Tax
in 1975 led significant losses to the NSE, whichsvedready suffering from the
effects of the inflation that had been caused leydih crisis. The nationalization and
compulsory acquisition of companies quoted or siibses of companies quoted at
the NSE by Tanzania and Uganda, introduction oharge controls and introduction
of inter-territorial restrictions among the Eastiéén countries further impacted the

NSE negatively.

The 1980s and 1990s saw significant changes inNBE. Significant structural
reforms were conducted in the 1980s, including éstablishment of the Capital
Markets Authority (CMA) in 1989 as a regulatory lyothat would enable the
development of Kenya'’s capital markets and thetmeaf a conducive environment
for economic growth. This was as a result of atitted “Development of Money
and Capital Markets in Kenya”, conducted in 1984thiy Central Bank of Kenya in
conjunction with the International Finance Corpmmat (IFC). In 1995, the
government made changes with regard to the rasetrigton foreign ownership of
local companies from an aggregate limit of 20% andndividual limit of 2.5% to
40% and 5%. The Exchange Control Act was repeaeden more brokers were
licensed, increasing the total to twenty brokensl eates of commission were reduced

from 2.5% to between 2% and 1% for equities an8%.for fixed interest securities.

In 2000, Kenya, Uganda and Tanzania signed thet &iotk Exchange Taskforce

report on cross border listing. Subsequently, thst African Breweries Ltd. and the



Kenya Airways proceeded to cross list at the Kampaild Dar es Salaam Stock
ExchangesGra05. As at December 2013, the Nairobi Securities ErgeaNSE) had

61 listed companies categorized under 11 sectdrtheQisted companies, 8 of which
were cross-listed within East Africa. Nation Mediioup and Kenya Commercial
Bank are listed in the Uganda Securities ExchangE(, the Dar-es-salaam Stock
Exchange (DSE), and the Rwanda Stock Exchange (R&Hya Airways, Uchumi

Supermarkets and East Africa Breweries Limitedliated in both the USE and DSE,
while Jubilee Holdings, Centum, and Equity Bank les&d in the USE only. While

some firms have cross-listed, others have not argdimportant to examine whether
there is any value for firms to cross-list and veetthose that fail to cross-list suffer

when their peers opt to.

1.2  Research Problem
According to the modified Efficient Market Hypothedy Jensen (1978), a decision

by a firm to cross-list will cause an adjustmenttite quoted price of its stock to
adjust to the information content in the decisidnpositive return as a result of
upward adjustment on the prices is expected shthadinformation content be
positive, hence leading to expectations of highscalinted cash flows. Should the
information content lead to expectations of lowscdunted cash flows, the decision

will result in negative stock returns.

Within the securities exchanges in the East Afriegion, the Nairobi Securities
Exchange has had the highest number of firms gjstinthe security exchanges of
other East Africa member states. Between 2001 &1h,28 companies whose
primary listing is in the Nairobi Securities Exclgenhave listed in the security
exchanges of other East Africa member states, cadpga one from Uganda Stock

Exchange , which has listed with the Nairobi SemgiExchange, and none from the



other member states. The planned regional integrati East Africa to create a single
monetary union, and the announcements of plan®impanies that are already cross
listed to list in other stock exchanges within thast Africa region is of interest to

finance academicians as well as practitioners sgeki understand how cross-listing

affects firm value, as well as the state of contjgetiwithin industries.

Globally, Adelegan (2009) performed an event stoflthe effect of cross-listing on
firm value in Sub-Saharan Africa between 1992 ab@B2 The study found that there
is a positive announcement period effect, followmd normal post cross-listing
performance. The study concluded that regionalselising increased firm value.
Some studies have also been carried out in Kergraintance, Onyuma, Mugo, and
Karuiya (2012) undertook a study to examine whettresss-border listing affects
firm’s financial performance in Eastern Africa. Theidy found some evidence that
firms benefit from cross listing in terms of betteuidity and confidence. Waweru,
Pokhariyal, and Mwaura (2012) examined the effeftsross-listing on value of
stocks and showed that cross-listed firms wereedhlnigher than non-cross-listed
firms. Wanjiru (2013) examined the relationshipvisstn cross-listing and liquidity
for listed firms in Kenya and found that crossiigt does not improve liquidity of
cross-listed securities. Kirop (2013) examined éffect of cross-listing on value of
listed firms in Kenya and found that cross-bordstirlg increases the value of listed
firms. Makau, Onyuma, and Okumu (2015) also exathihe effect of cross-listing
on liquidity of firms listed in Kenya and revealdluat cross-listing does not affect

liquidity of stocks.

While the benefits to the cross-listed company Hasen studied, very little has been
done on how cross-listing affects the value oflrfirans. In Kenya, this issue has not

been investigated. This is the gap the presentyssegks to bridge. Further, the



results on the effect of cross-listing on valuefiains are mixed. This offers an
opportunity for more studies to examine this relaghip using different
methodologies. This study sought to answer the tounss how does cross-listing

affect the share returns of cross-listed firms #u@ir non-cross-listed peers?

1.3  Research Objectives

The objective of this study was to examine theatféd cross-listing on share returns.

1.4  Valueof the Study
This study is important to the management of betdsslisted and non-cross-listed

firms in Kenya. Management will benefit from thedings of this study since it will

provide information that will guide their decisionghen assessing their industry
position as well as better inform the decisionnmss-list or not. Management of rival
firms with those cross-listed will find this stu@dy invaluable source as it will show

them whether they should strategically respond vtheim peers cross-list.

Secondly, this study will be important to policy keas and regulators of stock
markets. The research findings will add to therimfation that policy makers have to
facilitate decisions regarding the regulation of tiespective securities exchanges as
well as integration of the financial markets of thast Africa Community member
states. Should the results show a detrimental teffeche parent market when firms

cross-list, this will be a course of concern fag tegulators and policy makers.

Thirdly, the study will be important to academigarand researchers. The
academicians and researchers will use findings $eaence to further research in
assessing competitive advantage of cross listexg®ng other factors, which has yet

to be explored in depth. The research will alsardoute to the body of knowledge in



finance especially in providing the evidence on hial firms are affected by cross-

listing.



CHAPTER TWO: LITERATURE REVIEW

21  Introduction
This chapter presents a review of the theoretgsias and empirical studies on the

valuation of firms, and cross listing.

2.2  Theoretical Literature
This section discusses five theories that may axplay firms in Kenya cross-list on

other stock exchanges across East Africa. Theswi¢iseare market segmentation
theory, liquidity theory, investor recognition thigpproximity preference theory, and

business strategy theory.

221 Market Segmentation Theory
Stapleton and Subrahamanyan (1977) were amongirtietd discuss crodssting

phenomena. They suggest that a firm domiciledsagmented market may overcome
segmentation barriers and, accordingly, inefficiea@n asset pricing, by croesisting
in a foreign market. Market segmentation can besedwby various types of market

imperfections including regulatory investments’tresions and taxes.

Several theoretical models predict equilibrium tapharket prices in the presence of
investment barriers. Black (1974) showed that taxesasset holdings by foreign
investors might explain the deviation of assetgwitrom the expected level and also
the bias of investors towards domestic stocks.rzawand Losq (1985) examined the
impact of regulatory restrictions that result ie thability of some investors to trade a
subset of securities (ineligible securities) anddpt a risk premium on ineligible
securities, which is a function of the differentiaék aversion of restricted and

unrestricted investors.

10



Eun and Janakiramanan (1986) model that incorporbggal foreign ownership
restrictions also predicts a risk premium over ‘the-constrains equilibrium price”
for restricted (domestic) investors and a discdantunrestricted (foreign) investors.
Extending the work of Stapleton and Subrahamany&77), Alexander, Eun, and
Janakiramanan (1987) view a foreign listing as ithgal stage of capital market
integration that produces the “externality effeof’ indirectly integrating domestic
and foreign capital markets. Their model demonstréhhat expected returns are lower
when a security is crodsted, assuming that stock prices are less pesdjtiv

correlated between different countries than theyéthin a single country.

Crosslisting makes a firm's stocks accessible to inussicho would otherwise find

it less advantageous to hold the stocks becaus@vektment barriers. In turn,
improved stock investability increases the shamadrobase and risk sharing and, thus,
should lead to lower cost of equity capital andheigstock valuation. This theory is
relevant to the present study as it explains thatyién firms may choose to cross-list

in other stock markets in order to over-come maskgmentation.

2.2.2 Liquidity Theory
Poor stock market liquidity is one of the deficimscof a market segmented from

global financial markets that could be mitigated dygsslisting. Improved stock
liquidity is often cited by corporate managers ae of the main motives to crelst
(Houston and Jones, 2002; Bancel and Mittoo, 2@009). Crossisting increases
trading hours and the number of traders that haveanic interest in the stock and,
therefore, facilitates competition among traderkisTin turn, potentially reduces
bid-ask spreads and stimulates trading in the home ahafknihud and Mendelson
(1986) suggest that stock liquidity is an importéatdtor in pricing assets and show

that expected asset returns is an increasing andacge function of the bidsk

11



spread. Thus, financial policies that improve stdigkiidity, such as crosksting,
should translate into a lower cost of equity cdmtad higher stock valuation through

a reduced illiquidity premium (i.e. a componentrafding cost).

According to liquidity theory, crosksting improves stock liquidity, therefore leading
to positive valuation effects. This theory is reat/to this study as it can explain that

firms in Kenya cross-list in order to improve thiguidity.

2.2.3 Investor Recognition Theory

Merton (1987) developed a model of capital markgaildrium that relaxes the
assumption of equal information availability andwases that investors know only
about a subset of securities. In this case, exgeeteirns depend not only on market
risk but also on the costs of incomplete informmatibhe Sharpdintner capital asset
pricing model does not price finspecific risk since it can be eliminated via

diversification.

The direct measure of investor recognition is tlee ©f the firm's investor base
(Merton, 1987; Foerster and Karolyi, 1999). Therefdhe improvement in investor
recognition after crosksting and, accordingly, the success of cHisting, can be
evidenced by the changes in the firm's ownershipctire towards an increase in
foreign ownership. There is abundant empirical ena® in the literature that
investors tend to invest in foreign stocks thasstst in the investors’ home market
over the foreign stocks that do not (Ferreira aratdd, 2008; Aggarwal et al., 2005;
Ammer et al., 2012). This suggests that ciiaggig makes a stock more appealing to
investors in the foreign market and facilitates evichg of the investor base of the

crosslisted firm.

12



Alternatively, investor recognition can be measui®d the degree of investors’
awareness of the firm. Investors become awarefafeagn firm when they hear about
it in the media or from financial analysts in theome market. Crodssting is one of
such corporate events that facilitate attentiomfroedia and analysts in the foreign
market where the firm crodsts (Baker et al., 2002; Lang et al., 2003; Lew a
Valero, 2010). In contrast, Abdallah (2008) finds evidence of an increase in the
number of financial analysts or the forecast aanuraf financial analysts after
crosslisting in the USA but does find evidence of in@ed financial analysts’
coverage after crodsting in London. Overall, empirical evidence ciomfs that
crosslisting is associated with increased attention fri@mancial analysts and media
in the foreign country, which improves foreign ist@s’ awareness and recognition

of crosslisted firms.

Investor recognition theory also predicts thatittiease in the investors’ recognition
after crosdisting should lead to higher market valuation (Mer 1987). Overall, the

literature provides empirical evidence that crlistsng improves investor recognition,
resulting in a positive change in value of the fifBaker et al., 2002; Lang et al.,
2003; King and Segal, 2009; Bancel et al., 2008)s Theory is relevant in this study
as it can be used to explain that firms in Kenyassilist in order to increase their

recognition by investors.

2.24 Proximity Preference Theory
This theory argues that the greater the level aiipmity (geographic, cultural,

economic or industrial) between the home and foremgarkets, the higher the
probability of crosdisting in the foreign market. Familiarity with therosslisting

firm, or with the country of the firm's origin, primes an information advantage to

13



investors and, therefore, increases their willirggnt® invest. Firms anticipate this and
will choose to croséist in foreign markets where investors have aifigant amount
of relevant information about them. On a similareli Dodd et al. (2013) argue that
firms tend to crostist in countries that are culturally similar teethhome country, as
investors are unwilling to invest in firms from twdally dissimilar markets and
managers may seek to avoid potential conflicts withurally disparate investors and
managers. This may imply that managers do not saggsexhibit a behavioral bias
in their crosdisting decisions and choose a host country thainslar to their home
country in order to maximize the benefits from erlisting in terms of increase in

shareholder base and effective collaboration betwenagers and shareholders.

First, proximity preference theory implies that tbleoice of the host market for
crosslisting is determined by the level of proximity ieten the home and host
countries. Empirically, large, expestiented firms, which are better known to foreign
investors through consumer markets and media cgeetave a higher propensity to
crosslist (Saudagaran and Biddle, 1995; Pagano et @2 Regarding familiarity
with the firm's home country, Sarkissian and Sc{ilD04) show that geographical,
cultural, economic and industrial proximity betweée home and host countries are
important determinants of the choice of the dettnamarket for crosfisting. Dodd

et al. (2013) find that firms from developed coiedrtend to croskst in countries
that are culturally similar to their home countrida addition, Daugherty and
Georgieva (2011) show that cultural distance betmtbe home and host countries is

a significant determinant of a decision to delietri the US markets.

Second, proximity preference theory implies that ldwvel of proximity between the

home and foreign countries may affect the valuabenefits of crosfisting. While

14



investor recognition theory implies the greatedua&@on gains occur when the host
market is least familiar, due to the need to overedigher information barriers,
proximity preference theory implies the greateshg@ccur when the host market is

most familiar.

This theory is relevant in this study as it canlaxpthat firms in Kenya cross-list in
those markets that are in close proximity to thenyém market such as Uganda,

Tanzania and Rwanda.

2.25 Business Strategy Theory

Managerial surveys and the literature on the detemts of crossisting decisions

indicate that crosBsting is often an integrated part of the firm'®lmal business

strategy (King and Mittoo, 2007). Firms may seekrosslist in foreign markets for

a variety of reasons related to the firm's corporsttategy, including to align the
firm's investor base with the global profile of thien's operations, to signal markets
(including consumer markets) that the firm has bez@ global player, to provide
better access to customers and suppliers, to gaiesa to foreign capital markets
needed to finance global investment opportunities, facilitate mergers and
acquisitions activities in foreign markets and @dldw industry peers in order to
maintain the firm's competitive position within tiredustry (Tolmunen and Torstila,
2005). The benefits from crodisting are, therefore, associated with the sucodss
the firm's global strategy and whether the cilaggg has contributed to achieving

this success.

First, according to business strategy theory, teeisibn to croséist is related to
firm-specific factors. Empirically, Pagano et al. (200&port that firms tend to

crosslist on markets where their industry peers ar@disin order to “be with your
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peers.” This, arguably, helps firms to maintainithmpetitive position in their
industry (Pagano et al., 2001; Mittoo, 2003). Baremed Mittoo (2001) find that
internationally oriented firms with a significanegree of foreign operations tend to

crosslist their shares in foreign markets.

Second, business strategy theory predicts thatahmtion effects of crodssting are
determined by firrspecific factors. Mittoo (2003) and Dodd and Lo@2é12) show
that firms from a wide range of industries crist in the USA and the valuation
effects from crosdisting differ significantly across industries. Bhtould be because
some industries are better understood in the forgigrket than others or because in
some industries there is a greater peer pressulist tm particular foreign markets
(Mittoo, 2003). Dodd and Louca (2012) report than$ from the natural resources,
high-tech and manufacturing industries experience saamfly higher abnormal

returns around a US crelsting than firms from other industries.

Finally, crosdlisting enhances the firm's visibility in the hastuntry where the firm
is planning expansion via mergers and acquisitemd provides the firm with an
acquisition currency, a foreign excharged security that is valid in the foreign
country to pay for acquisitions in that country. fincally, there is evidence that
nontUS firms crosdisted in the USA are significantly more activeanquiring US
firms (Tolmunen and Torstila, 2005; Tagliavini, &)0and, compared to their
domestically listed peers, pay less by usingligted equity rather than cash (Burns,
2004). The theory is relevant in this study asait explain that firms in Kenya cross-

list as part of their business strategy.
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2.3  Empirical Literature

Studies have examined cross-listing of firms bolibbally and locally. Globally,

Brockman and Chung (1999) examined the liquidiffedences between Hong Kong
companies that choose to cross list on the LondmtkSExchange. The study
compared bid-ask spreads over sixteen month persiay intra-day observations.

The results showed that cross-listing improvesidiy of cross-listed stocks.

Bhana (2000) examined the impact of overseas disbn Johannesburg Stock
Exchange and shareholder wealth. The study usead sttedy methodology with the
event window being 25 days before and after cris$idg on a sample of 35 South
African listed stocks on the London Stock Exchanblee study found that cross-
listing improves the value of cross-listed stocksaeell as the volatility of returns of

the cross-listed stocks.

Alaganar and Bhar (2004) examined the impact oérirdtional listing on return
distribution. The study used intervention analy@is15 stocks on New York Stock
Exchange and NASDAQ. The results showed that wdila listing might offer any
benefits, it tends to be firm-specific. Thus, soinms will tend to gain from cross-

listing while others will not.

Smirnova (2004) examined the impact of cross-lgsom returns of firms. The study
used event study methodology with the event wintdewmg 25 days before and after
cross-listing. The results showed that volatilifystock returns increased after cross-
listing. This suggests that there are benefitdifars cross-listing in terms improved

stock returns.

Bayar and Onder (2005) examined the effect of elieBag on volatility of stocks

using event study methodology. The event window matsclear from the study. The
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results showed that the volatility of stocks insesand liquidity declines for most
stocks after cross-listing. This suggests that szsligting may not be beneficial to

some firms as their liquidity may decline.

Koulakiotis, Angelidis, Tolikas, and Molyneux (200éxamined the impact of cross-
listing on stock volatility. The study used eventidy methodology. The event
window was 12 years. The study used a modified GAR@del. The results showed
that information spillover effects are important foss-listed equities. The results
also showed that a different regulatory environmerdy impact on symmetric

information spillovers.

Bris, Cantale, and Nishiotis (2007) examined thiiaton effects of international
cross-listings using the event study methodolodye €vent window was not clear
from the study. The study found that there is aistteally significant increase in
liquidity after cross-listing. This study suggedtserefore, that cross-listing by firms
may not gain anything in terms of value by crosidig on other stock markets

outside their home.

Bianconi and Tan (2008) examined the effect of &Hlating on firm valuations using
mean difference tests, OLS, random effects andntesat effects regressions. The
study found evidence of cross-listing premium fothbUK and US markets. This
means that cross-listing in UK and US stock markedy be beneficial to firms. This
can be attributed to the fact that firms crossAgtin UK and US markets are

considered.

Melvin and Valero (2009) examined the impact ofcktprices of cross-listed firms
on home-market rival firms. This was an event sthdy the event period was not

clear from the study. The study found that rivains are hurt by cross-listing. This is

18



the study from which the present study gets theivambn to examine this

phenomena in Kenya.

Adelegan (2009) examined the impact of regionassicsting of stocks on depth of
stock markets in Sub-Saharan Africa. The study wse@vent study methodology.
The results showed that regional cross-listing oups stock market deepening and
that stock markets of countries with regional cvestengs perform better than those

without.

O'Connor (2009) studied the effect of cross-listong value of firms in emerging
markets. The study used pooled OLS and treatméttefregressions from 1990 to
2003. The results showed that Cross-listing fongirfrom low-disclosure regimes in
the USA do not offer value to the firms. The studyealed that cross-listing gains
accrue for firms from high-disclosure regimes buatyoafter listing for at least 5

years.

Roosenboom and van Dijik (2009) examined marketti@as of cross-listings. The
study used event study methodology using a sampE2® cross-listings from 44
countries from 1982 to 2002. The study found tredtidation markets influence the
effects of cross-listings on value creation. Thiggests the existence of premiums on

some markets.

Cetorelli and Peristiani (2010) examined the vatumatmpact of listing on a more or
less prestigious stock exchange relative to domesdirket. The study used a sample
of 45 countries from 1990 to 2006. The results sfwbwhat firms cross-listing in a
more prestigious market enjoy significant valuatgains over the five-year period

following the listing. The results also showed thHmms cross-listing in a less
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prestigious market experience a significant decimealuation over the five years

following listing.

Li, Yi, and Su (2011) examined the spillover efteadf Chinese cross-listed
companies. The study used event study methodolegygwector autoregressive
(VAR) model on ten cross-listed stocks in US, Shangnd Hong Kong markets.
The study found unidirectional spillover effect ftdJS market to Shanghai market
and a bidirectional effect between Hong Kong and ro&kets. Further, the study
found evidence of same day return effect from Saatg Hong Kong market and

from Hong Kong to US market.

Foucault and Fresard (2012) examined the effeatrads-listing on investment-to-
price sensitivity. The study used OLS regressiomehon a sample of 1,468 cross-
listed forms and 20,027 non-cross-listed firms frd@89 to 2006. The study found
that cross-listed firms in US have higher investtyterprice sensitivity than firms

that never cross-list. This shows that the US ntamkight have some premium and

hence listing on it guarantees returns for firms.

Ndubuisi (2013) examined the impact of cross-lggtom returns. The study used the
event study methodology on a sample of 31 Canddiais cross-listed on Frankfurt

Stock Exchange from 1989 to 2003. The results savat Canadian stocks react
negatively to cross-listing. This suggests thass#isting in Canada for purposes of
gaining better returns is not beneficial. Firms ntegy cross-listing simply because

they seek to improve their visibility.

Liao and Yu (2013) examined the price and liquidiffects of switching exchange
listings. The study used an event study methodotg®224 firms that changed their

trading marketplace from GreTai Securities Markethe Taiwan Stock Exchange.
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The results showed that transfer stocks in Taiwanvey information about

permanent improvements in liquidity rather thartdretarnings prospects.

Locally, a few studies have also examined this d@sefi cross-listing. Waweru,
Pokhariyal, and Mwaura (2012) examined the effdctross-listing on values of
stocks in Kenya. The study used an event study adethgy but the event window
was not clear from the study. The study also usgumbaed and panel regression
methodology to examine the relationship betweers<tisting and value of stocks.
The study found that cross-listed firms were valbmggher than non-cross-listed firms.
Thus, this study focused on comparing the valuero$s-listed with the non-cross-
listed firms and not whether cross-listing influedahe value of peer firms and if so,

how it did. This offers a gap that is addressetthépresent study.

Onyuma, Mugo, and Karuiya (2012) examined the effe#fccross-listing on the
financial performance of firms in Kenya. The stuthed an event methodology where
the event window was 3 years before and after drstgsg on a sample of three
cross-listed stocks. The study found no clear exddeof improved value except for
investor confidence. As noted, the study does namine how cross-listing
influences the value of rival firms and therefofeers a gap for more studies on this

relationship to be examined.

Wanijiru (2013) examined the relationship betweassilisting and liquidity of listed
firms in Kenya. The study employed an event studthmdology where the event
period was 6 months before and after cross-listnga sample of eight stocks. The
results showed that cross-listing does not impiauédity of cross-listed securities.

As is clear from the study, the focus was on hawitlity of cross-listed stocks was
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influenced by cross-listing. The study did not addrwhether cross-listing influences

firm value.

Kirop (2013) examined the effect of cross-listingvalue of firm. The study used an
event study methodology with an event window of #129s before and 41 days after
cross-listing on a sample of seven listed stocke fesults showed that cross-listing
increased the value of firms. This study, howedat,not examine how cross-listing
influences stocks of rival firms and therefore offea gap for this issue to be

examined in the present study.

Makau, Onyuma, and Okumu (2015) examined the implactoss-listing on liquidity

of firms. The study used an event study methodolebgre the event window was
twelve months before and after cross-listing orr fmoss-listed stocks in Kenya. The
results showed that cross-listing does not affigciidity of stocks. Again, this study
did not examine how cross-listing affects firm \aland therefore offers a gap for

more on the impact of cross-listing to be examined.

24  Summary of Literature

This chapter has reviewed both theoretical and ecapiliterature. The second part
has reviewed empirical studies on the effects obsdisting (see appendix Il for
summary). The results show that cross-listing grilce value of firms, liquidity, and
stock volatility. Some show that cross-listing does affect firm value while others
show negative relationships. These are mixed esuld it is not clear how cross-
listing affects rival firms. Various methodologiésive been employed for studies
testing the effect of cross-listing on value ofc&® and no study in Kenya has
examined how cross-listing influences the valueiadl firms. This presents a gap in

literature that the present study seeks to bridge.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter deals with the research design, ptipolasample, data collection and

data analysis, which describes the firms and vhssaincluded in the study and
applied statistical techniques in investigating #féect of cross-listing on share

returns for listed firms in Kenya.

3.2  Research Design

The research design adopted in this study is tpererental research design. Given
that the purpose of this study was to examine ffecteof cross-listing on share

returns, this is the most appropriate design fer gtudy. According to Cooper and
Schindler (2000), an experimental study attemptsréalict an effect on one variable

by manipulating another variable while holdingatter variables constant.

3.3  Target Population of the Study
According to Cooper and Schindler (2000), a poputais the total collection of

elements about which we wish to make inferencelsth&l 64 companies listed at the
Nairobi Securities Exchange (see appendix |) haenlselected as the test population

for this study.

34  SampleDesign

From the 64 listed firms, only 8 firms are currgndross-listed. Thus, the study
focused on the 8 cross-listed firms. Further, &pofirms were selected from the list
of remaining firms in order to come up with a pdigample of eight firms to the
cross-listed ones. Pairing was based on the indo$tthe firm and size in terms of
asset base. Thus, the final sample size for thdyswas 16 listed firms — eight cross-
listed and eight non-cross-listed firms. The matichairs acted as the control group in

the study. During the data collection period, an@ fwas dropped for lack of data for
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the period prior to cross-listing. Consequently tlumber of firms in the experiment

group, as well as that in the control group, wassesl downwards to seven.

35 Data Collection
This study used secondary data obtained from thie S&retariat. Specifically, data

was gathered on share prices of firms selectedhiorstudy for an 8-year period (3
years before and 5 years after the cross-listeasfulid so). The interest in this study
is on how share prices are affected by listing dherefore, only share prices were
examined. This data is available from the variolENHandbooks that cover data
from 2003 to 2015. Other descriptive data suchsasta was collected from the same

booklets. Annual returns data was used.

3.6 DataAnalysis

First, descriptive analysis was used to describaltia in terms of mean scores and
standard deviations among other descriptive stzigh order to examine the effect
of cross-listing on share revenues, independeggtivwias employed to test the
differences between share returns before andafies-listing. The analysis was
aided by STATA version 12 analysis software. Ttasstlisted firms (appendix II)
was matched with their non-cross-listed peers fappendix I. Then, the abnormal
returns was calculated for both the cross-listatithe matched pair. The ANOVA
was then run to examine the differences betweenambnormal average returns of

non-cross-listed vs. cross-listed peers beforeadted the cross-listing occurred.
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CHAPTER FOUR: DATA ANALYSIS RESULTS, AND
DISCUSSION

41 I ntroduction

This chapter presents the results of the data sisalj total of seven cross-listed
companies (called the experimental group) were éxaanthree years before cross-
listing and five years after cross-listing. Theserev matched with seven other
companies (called the control group). The chagestiuctured as follows. First, the
results of the descriptive analysis are preseniégn, the multivariate results are
shown where the ANOVA results are shown. Finalhe thapter concludes with a

discussion of findings.

4.2  DataAnalysis

Actual returns for each period were evaluated utiegshare prices obtained from the
NSE handbooks for the respective period, with tegog in which the firm cross-
listed being the base period. Tables 1 and 2 shevattual returns of the firms under

review for the period of the study.

Table1: Actual returns of experiment group

Company T-3 T-2 T-1 T T+#1 T+2 T+3 T+4 T+5
KCB:T=2008 (0.52) 0.03 0.21 0.00 (0.13) (0.07) (0.28) (0.45) 1.01
Equity:T=2009 (0.03) 0.05 0.23 0.00 0.86 (0.89) (0.83) (0.79) (0.65)
NMG:T=2010 0.95 (0.14) (0.29) 0.00 (0.16) 0.28 0.87 0.88 (1.00)
Centum:T=2010 0.71 0.60 (0.34) 0.00 (0.13) (0.21) 1.12 2.91 (1.00)
Jubilee - 2006 (0.85) (0.82) (0.74) 0.00 (0.34) (0.62) (0.64) (0.43) (0.52)
KQ - 2004 (0.24) (0.29) (0.40) 0.00 150 9.94 890 197 201
EABL - 2005 (1.00) 052 1.99 0.00 (0.07) 0.03 0.34 (0.03) 0.21
Average (0.14) (0.01) 0.09 0.00 0.22 121 135 0.58 0.14
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Table 2: Actual returnsof control group

Company T-3 T-2 T-1 T T+1 T+2 T+3 T+4 T+5
Barclays:T= 2008 421 052 0.56 0.00(0.11) 0.24 (0.74) (0.69) (0.65)
Stanchart:T=2009 0.27 0.28 (0.01) 0.00 0.60(0.01 0.46 0.89 1.08
SGL:T=2010 0.25 0.10 (0.16) 0.00 (0.45)(0.52, (0.43) (0.26) (1.00)
Olympia:T=2010  (1.00) 0.68 0.09 0.00 (0.15)(0.34 (0.39) (0.13) (1.00)
Pan Africa:T=2006 (0.74)(0.77) (0.56) 0.00 0.09 (0.32' (0.51) (0.28) (0.77)

TPS:T=2004 (0.64)(0.60) (0.42) 0.00 0.71 0.83 021 0.11 (0.05)
BAT:T=2005 (1.00) 0.35 (0.02) 0.00 (0.03)(0.32 (0.36) (0.13) 0.32
Average 019 008 (0.07) 000 009 (0.06) (0.25 (0.07) (0.30)

To determine expected returns, market returns Westedetermined for each period
using the NSE 20 Share Index values obtained frlioenNSE handbooks for the
respective period, with the period in which therasva cross-listing being the base
period (period T). Betas for each company were thetermined and applied to the
respective company’s market return to arrive atekpected return. Tables 3 and 4

show the betas for the experiment and control ggaappectively.

Table 3: Betasfor the experiment group
Company Stock beta
KCB - 2008 106.26
Equity - 2009 85.73
NMG - 2010 87.90
Centum - 2010 16.74
Jubilee - 2006 86.42
KQ - 2004 38.29
EABL - 2005 101.66

Table 4: Betasfor the control group
Company Stock beta
Barclays - 2008 76.95
Stanchart - 2009 64.07
SGL - 2010 12.81
Olympia - 2010 2.13
Pan Africa - 2006 29.67
TPS - 2004 24.79
BAT - 2005 53.00
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The expected returns of the experiment and cogtaps are shown on tables 5 and

6 respectively.

Tableb: Expected returns of experiment group

Company T-3 T-2 T-1 T T+1 T+2 T+3 T+4 T+5
KCB:T=2008 (12.09) (39.93B87.54 0.00 8.96(21.85 10.48 (15.73) (30.32)
Equity:T=2009  (36.38) (34.60)6.66) 0.00 (22.92) 1.13 (18.37) (29.22)(31.28)
NMG:T=2010  (16.34) 22.75 32.080.00 33.67 6.37 (8.82) (11.69) 0.00
Centum:T=2010 (3.11) 0.00 6.110.00 6.41 1.21 (1.68) (2.23) 0.00
Jubilee - 2006 91.6579.08 36.280.00 3.11 63.52 63.70 23.56 65.68
KQ - 2004 44.94 4447 2.910.00 (9.90)(18.29 (17.57) (6.26) (3.56)
EABL - 2005 194.71 45.88 35.460.00 (30.06)(27.48 22.57 22.72 (10.54)

Table6: Expected returnsof control group

Company T-3 T-2 T-1 T T+1 T+2 T+3 T+4 T+5
Barclays:T= 2008  (8.75)(28.92)(27.19) 0.00 6.49 (15.82) 7.59 (11.39) (21.96)
Stanchart:T=2009 (27.18{25.86) (4.98) 0.00 (17.13) 0.85 (13.73) (21.84) (23.37)

SGL:T=2010 (2.38) 332 468 000 491 093 (1.29) (1.70) 0.00
Olympia:T=2010  (0.40) 0.0C 0.78 0.00 0.82 0.15 (0.21) (0.28) 0.00
Pan 31.46 27.1f 12.45 0.00 1.07 21.81 2187 8.09 2255
Africa:T=2006

TPS:T=2004 29.09 28.7¢ 1.88 0.00 (6.41) (11.84) (11.38) (4.05) (2.30)
BAT:T=2005 101.51 23.92 18.49 0.00 (15.67) (14.33) 11.77 11.84 (5.50)

Abnormal returns were then determined by compaitiegactual returns against the

expected returns of each firm. These are showaalnes 7 and 8.
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Table7: Abnormal returns of the experiment group

Company T-3 T-2 T-1 T T+1 T+2 T+3 T+4 T+5
KCB:T=2008 13.1€ 39.91 37.37 0.0C (8.81) 21.9¢ (10.09) 16.5t 29.82
Equity:T=2009 36.41 3456 6.48 0.0( 2246 6.6z 23.41 32.8¢ 33.15
NMG:T=2010 15.85 (22.59) (31.66) 0.0 (33.47) (6.59 8.35 11.2: 0.00
Centum:T=2010 2.6 (0.38) (5.59) 0.0 (6.25) (0.95 1.15 1.4¢ 0.00
Jubilee - 2006 (86.19)74.51) (33.39) 0.0( (2.60) (61.90 (61.89) (22.80) (64.60)
KQ - 2004 (44.63) (44.06) (2.24) 0.0C 9.30 17.3¢ 16.68 5.6 2.81
EABL - 2005  (194.71)(46.22) (36.13) 0.0 30.13 27.4f (22.82) (22.69) 10.36
Table8: Abnormal returnsof the control group

Company T-3 T-2 T-1 T T+1 T+2 T+3 T+4 T+5
Barclays:T= 2008 794 2857 26.82 0.0C (6.36 15.63 (4.72) 13.60 23.82
Stanchart:T=2009 26.97 25.6¢ 499 0.0C 16.7¢ (0.84) 13.41 21.37 22.85
SGL:T=2010 2.18 (3.41) (4.48) 0.0 (4.09 0.16 2.04 2.05 0.00
Olympia:T=2010  0.40 (0.41) (0.86) 0.0C (0.64 0.37 0.84 0.43 0.00
Pan (28.57) (23.79) (11.17) 0.0C (1.15 (21.33) (20.83) (7.69)(19.14
Africa:T=2006

TPS:T=2004 (27.31)(27.30) (1.15) 0.0C 5.9¢ 11.39 11.21 3.95 2.35
BAT:T=2005 (101.51) (24.18) (18.47) 0.0C 15.7: 14.79 (11.21)(11.70) 5.25
4.3  Descriptive Analysis

Table 9 shows the descriptive results for the agakies of the experiment group
(cross-listed firms) and the control group (nonsertisted firms). The experiment
group had a higher mean and median than the cagoalp. This suggests that over
the period of study, the experiment group was langesize than the control group
despite them being peers in the same industry dhdahmost similar asset base at the

beginning of the period.

Table9: Descriptive statistics

Experiment Group Control Group
Mean 72,343,232.01 47,678,072.95
Median 26,788,107.25 6,267,366.67
Standard Deviation 85,567,747.81 73,194,660.88
Minimum 8,743,362.50 1,326,814.29
Maximum 224,179,313.33 160,444,185.33
Count 7 7
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The graphical analysis in Figure 1 shows the trehe@éxperiment stocks and the
control stocks before and after cross-listing. Tlesults show that the annual
abnormal returns of cross-listed stocks were |avan the non-cross-listed stocks for
the entire period of study. The control group hagerformed the experiment group
after cross-listing for the entire period. Afteross-listing, the cross-listed stocks
move the same with the non-cross listed stocksdwer in terms of abnormal returns

until the third year when they catch up with theéfuwoss listed stocks.
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{
-40
® - Experiment === Control
Figure1: Trend of annual abnormal returns of experiment and control
stocks

4.3  Multivariate Analysis

Table 10 shows the descriptive results for theststéor the annual abnormal returns
of the experiment group before and after crosgiist The experiment group has a
negative average abnormal returns before crossgiginean = - 20.75) and a positive

one after cross-listing (mean = 0.09).
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Table 10: Abnormal returns before and after cross-listing for experiment
group

Groups Count Sum Average Variance
Abnormal returns before cross-listing 7-145.288 -20.7554  2059.65
Abnormal returns after cross-listing 70.656912 0.093845 438.7585

Table 11 shows the t-test results for the diffeesninn the returns of the experiment
group before and after cross-listing. The resuitsasthat the differences between the
two groups were insignificanE = 1.22,p = 0.29. Thus, at 5% level of significance,
the cross-listed firms did not perform significgntbetter after cross-listing than

before cross-listing.

Table11: ANOVA for experiment group: before and after cross-listing

Source of

Variation SS df MS F P-value F crit
Between Groups 1521.4181 1521.418 1.21791 0.29141 4.747225
Within Groups 14990.4512 1249.204
Total 16511.87 13

Table 12 shows the descriptive results for theststéor the annual abnormal returns
of the control group before and after cross-litinghe control group has a negative
average abnormal returns before the cross-listirther peers (mean = -7.09) and a

positive one after cross-listing (mean = 2.69).

Table12: Abnormal returns before and after cross-listing for control group

Groups Count Sum Average Variance

Abnormal returns before cross-listing 7-49.6958 -7.09941 594.6903

Abnormal returns after cross-listing 718.85502 2.693574 81.36219

Table 13 shows the t-test results for the diffeesninn the returns of the experiment
group before and after cross-listing of their peefbe results show that the

differences between the two groups were insigmitic = 0.99,p = 0.34. Thus, at
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5% level of significance, the non-cross-listed Srrdid not perform significantly

better before or after cross-listing of their peers

Table 13: ANOVA for control group: before and after cross-listing

Source of Variation SS df MS F P-value F crit
Between Groups 335.6586 1 335.6586 0.992996 0.338681 4.747225
Within Groups 4056.31512 338.0263

Total 4391.974 13

Table 14 shows the descriptive results for theststéor the annual abnormal returns
of both the experiment and the control groups. Témults show that both have
negative average returns for the period under arsaliilowever, the control group has
higher returns (mean = -0.87) than the experimenum (mean = -6.87) which

suggests that on average, non-cross-listed stasksrmed better than the cross-listed

stocks over the same period.

Table 14: Abnormal returnsfor experiment and control groups

Groups Count Sum Average Variance
Experiment group 9 -61.797 -6.86633 166.7138
Control group 9 -7.83035 -0.87004 44.84702

Table 15 shows the t-test results for the diffeesnion the returns of the experiment
group versus the control group. The results shawttie differences between the two
groups were insignificang = 1.53,p = 0.23. Thus, at 5% level of significance, none
of the stocks performed significantly better thaa bther stocks for the period under

analysis.

Table 15: ANOVA for experiment and control stocks

Source of

Variation SS df MS F P-value F crit
Between Groups 161.79971 161.7997 1.529581 0.234022 4.493998
Within Groups 1692.48616 105.7804
Total 1854.286 17
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4.4  Discussion of Findings

This study examined the effect of cross-listing sivare returns. The descriptive
results showed that the abnormal returns of crigtigd firms moved the same way
with the cross-listing firms but were lower tharoske of the non-cross-listed firms.
The abnormal returns of cross-listed stocks howgeeaerally rose after cross-listing
than the period before cross listing. This is cstesit with Smirnova (2004) who

showed that volatility of stock returns increaseréross-listing.

The ANOVA results showed that cross-listed stocks ribt outperform non-cross-

listed stocks over the period. In fact, the norsstlisted stocks had higher abnormal
returns than the cross-listed stocks. The resuésirconsistent with Foucault and
Fresard (2012) who found that cross-listed firmdJi& have higher investment-to-

price sensitivity than firms that never cross-liBhis shows that there is no premium
for Kenyan firms that decide to cross-list in oth&ock markets. This can be
attributed to the fact that the markets in whichni@n firms cross-list are not as
reputable as the local stock market and, therefdwejot attract any premium value

on the shares.
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CHAPTER FIVE: SUMMARY, CONCLUSION AND
RECOMMENDATIONS

51 I ntroduction

This chapter presents the summary of researchnfiysdithe conclusions of the study,
the limitations of the study, the recommendatioos golicy and practice and the

suggestions for further research.

52  Summary of Findings

The descriptive results show that the control gréw a higher mean than the
experiment group. The graphical analysis showedl tthe annual returns of cross-
listed stocks were lower than those of the nons:tissed stocks during the period
before the cross listing event. After the crossrg event, the annual returns of the
cross-listed stocks moved in the same directiaih@sion-cross listed stocks but were
lower in terms of abnormal returns until the thyelar when they catch up with the

non-cross listed stocks.

The t-tests for the annual abnormal returns ofetkgeriment group before and after
cross-listings shows that the experiment group dasegative average abnormal
returns before cross-listing (mean = - 20.75) angbsitive one after cross-listing
(mean = 0.09). These differences were not stedibyisignificant,F = 1.22,p = 0.29.
Thus, at 5% level of significance, the cross-listiechs did not perform significantly

better after cross-listing than before cross-Igstin

The t-tests for the annual abnormal returns otcthrérol group before and after cross-
listings shows that the control group has a negadiverage abnormal returns before
the cross-listing of their peers (mean = -7.09) angositive one after cross-listing

(mean = 2.69). These differences are statistigadygnificant,F = 0.99,p = 0.34.
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Thus, at 5% level of significance, the non-crosgll firms did not perform

significantly better before or after cross-listioigtheir peers.

The t-tests for the annual abnormal returns of libéhexperiment and the control
groups showed that while both groups had negatwage returns for the period
under analysis, the control group had higher retugmean = -0.87) than the
experiment group (mean = -6.87) which suggests ¢dhaaverage, non-cross-listed
stocks performed better than the cross-listed stamker the same period. These
differences were also statistically insignificalft= 1.53,p = 0.23. Thus, at 5% level
of significance, none of the stocks performed digamtly better than the other stocks

for the period under analysis.

53 Conclusions

The study found that there were no statisticaliyngicant differences for the period
before or after cross listing for both cross-lisead non-cross-listed stocks. This
shows that cross-listing does not improve the sfmkormance in Kenya. The study
concludes that cross-listing does not have a sogmf benefit on the firms in Kenya

in terms of share returns.

The study also found that while non-cross-listech$é had higher abnormal returns
than the cross-listed firms for the period undealgsis, these differences were
statistically insignificant. This suggests that geformance of cross-listed firms and
non-cross-listed firms does not differ. Therefahe, study concludes that cross-listing
does not improve the performance of firms nor doésirt the performance of rival

stocks.
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54  Limitations of the Study
This study focused on the Kenyan cross-listed firatsoss the East African

exchanges together with their non-cross-listed Isivan the Nairobi Securities
Exchange. This limits the applicability of the riisuo other non-cross-listed firms in

Kenya or those cross-listed outside the East Afresechanges.

This study also used annual stock prices and nbt gdurns. This might mask the
veracity of the volatility of stock returns. Thutke results of this study should be
discussed with this annual perspective in mind sdoabe clear on what effect the

cross-listing has on the annual returns of comanie

55 Recommendations

The study recommends that firms in Kenya shouldfodly examine their motives for
cross-listing as improvement in performance in teohreturns cannot be guaranteed.
Thus, it may be important for them to check theutapion of the stock markets they

wish to list on and only cross-list on those that anprove their value.

The study also recommends that when companieshs@eritval firm’s cross-list on

other stock exchanges, they should not be worrisdhnespecially when those other
markets are not as reputable as the local stockenaHowever, for purposes of
improving their liquidity, cross-listing within aeW years after the rivals could pay

off.

Finally, the study recommends that regulators shoubrk together with the listed
firms to encourage them to cross-list on other tape stock markets to improve
their visibility and reputation. This may not oniymprove the performance of the

cross-listed firms but also the performance ofitlal stock market.
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5.6  Suggestionsfor Further Research
The study suggests that more studies should beedasut using daily or monthly

returns to show how, within the three year perithe, returns of cross-listed firms

behave vis-a-vis the returns of their non-crogedipeers.

The study further suggests that studies should eamwhether cross-listing in

specific markets is more beneficial for Kenyan firhan on other markets. For
instance, is there is need to study whether thsselisting on the Uganda Securities
Exchange is better than doing so on the Johanngsbiack Exchange. Whether
certain markets in Africa provide premiums to compa listing on them than others

has also not been studied and remains an areshbald be studied in future.
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APPENDICES

Appendix I: CompaniesListed at the NSE
Sector 1: Agricultural

1. Eaagads Ltd

2. Kapchorua Tea Co. Ltd

3. Kakuzi

4. Limuru Tea Co. Ltd

5. Rea Vipingo Plantations Ltd
6. Sasini Ltd

7. Williamson Tea Kenya Ltd

Sector 2: Commercial and Services

8. Express Ltd

9. Kenya Airways Ltd

10. Nation Media Group

11. Standard Group Ltd

12. TPS Eastern Africa (Serena) Ltd

13. Scangroup Ltd

14.Uchumi Supermarket Ltd

15. Hutchings Biemer Ltd

16.Longhorn Kenya Ltd

17.Atlas Development and Support Services

Sector 3: Telecommunication and Technology

18. Safaricom

Sector 4;: Automobiles and Accessories

19.Car and General (K) Ltd

20.Sameer Africa Ltd

21.Marshalls (E.A.) Ltd
Sector 5: Banking

22.Barclays Bank Ltd
23.CFC Stanbic Holdings Ltd
24.1&M Holdings Ltd
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25.Diamond Trust Bank Kenya Ltd
26.Housing Finance Co Ltd

27.Kenya Commercial Bank Ltd
28.National Bank of Kenya Ltd

29.NIC Bank Ltd

30. Standard Chartered Bank Ltd
31.Equity Bank Ltd

32.The Co-operative Bank of Kenya Ltd

Sector 6: lnsurance

33.Jubilee Holdings Ltd
34.Pan Africa Insurance Holdings Ltd
35.Kenya Re-Insurance Corporation Ltd
36. Liberty Kenya Holdings Ltd
37.British-American Investments Company ( Kenya) Ltd
38.CIC Insurance Group Ltd
Sector 7: Investment

39. Olympia Capital Holdings Ltd

40.Centum Investment Co Ltd

41.Trans-Century Ltd

42.Home Afrika Ltd

43.Kurwitu Ventures

44, Nairobi Securities Exchange
Sector 8: Manufacturing and Allied

45.B.0.C Kenya Ltd

46.British American Tobacco Kenya Ltd
47.Carbacid Investments Ltd

48. East African Breweries Ltd
49.Mumias Sugar Co. Ltd

50.Unga Group Ltd

51.Eveready East Africa Ltd

52.Kenya Orchards Ltd

53.A.Baumann CO Ltd
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54.Flame Tree Group Holdings Ltd
Sector 9: Construction and Allied

55. Athi River Mining
56.Bamburi Cement Ltd
57.Crown Berger Ltd
58.E.A.Cables Ltd
59.E.A.Portland Cement Ltd
Sector 10: Energy and Petroleum

60. KenolKobil Ltd
61.Total Kenya Ltd
62.KenGen Ltd
63.Kenya Power & Lighting Co Ltd
64.Umeme Ltd
Sour ce: Nairobi Securities Exchange (2014)
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Appendix I1: Cross-Listed Stocksin Kenya

# | Company Crosslisted Market | Date cross-listed

1 | Kenya Commercial Bank Uganda ™%eptember 2008
Tanzania 1% December 2008
Rwanda

2 | Equity Bank Uganda 18June 2009
Rwanda

3 | Nation Media Group Uganda “ @ctober 2010
Rwanda
Tanzania 271 February 2011

4 | Centum Investments Uganda "™Aebruary 2010

5 | Jubilee Holdings Uganda % £ebruary 2006
Tanzania 20 December 2006

6 | Uchumi Supermarket Uganda " Rovember 2013
Tanzania 18 August 2014

7 | Umeme Kenya TADecember 2012

8 | Kenya Airways Uganda 3aviarch 2002
Tanzania ¥ October 2004

9 | East African Breweries Uganda "™March 2000
Tanzania 29 June 2005

Sour ce: Nairobi Securities Exchange (2014)
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Appendix I11: Average Total Assets

Experiment Average Assets
KCB - 2008 2,017,613,820
Equity - 2009 1,457,627,766
NMG - 2010 69,946,900
Centum - 2010 103,648,824
Jubilee - 2006 174,976,626
KQ - 2004 418,682,000
EABL - 2005 214,304,858
Control Average Assets
Barclays - 2008 1,443,997,668
Stanchart - 2009 1,339,934,518
SGL - 2010 26,452,545
Olympia - 2010 9,287,700
Pan Africa - 2006 56,406,300

TPS - 2004 35,501,446
BAT - 2005 67,586,624
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Appendix 1V: Returns

Experiment T-3 T-2 T-1 T+1 T+2 T+3 T+4 T+5
KCB - 2008 - 0.52 0.03 0.21 - 0.13 - 0.07 - 0.28 - 045 1.01
Equity - 2009 - 0.03 0.05 0.23 0.86 - 0.89 - 0.83 - 0.79 - 0.65
NMG - 2010 0.95 - 0.14 - 0.29 - 0.16 0.28 0.87 0.88 - 1.00
Centum - 2010 0.71L 0.60 - 034 - 013 - 021 1.12 2.91 - 1.00
Jubilee - 2006 - 08 - 0.82 - 0.74 - 034 - 0.62 - 0.64 - 043 - 0.52
KQ - 2004 - 0.24 - 0.29 - 0.40 1.50 9.94 8.90 1.97 2.91
EABL - 2005 - 1.0G 0.52 1.99 - 0.07 0.03 0.34 - 0.03 0.21
Control T-3 T-2 T-1 T+1 T+2 T+3 T+4 T+5
Barclays - 2008 4.21 0.52 0.56 - 011 0.24 - 074 - 0.69 - 0.65
Stanchart - 2009 0.27 0.28 - 0.01 0.60 - 0.01 0.46 0.89 1.08
SGL - 2010 0.25 0.10 - 0.16 - 045 - 052 - 043 - 0.26 - 1.00
Olympia - 2010 - 1.00 0.68 0.09 - 0.15 - 034 - 0.39 - 013 - 1.00
Pan Africa -

2006 - 0.74 - 077 - 0.56 0.09 - 0.32 - 051 - 0.28 - 0.77
TPS - 2004 - 064 - 0.60 - 042 0.71 0.83 0.21 0.11 - 0.05
BAT - 2005 - 1.0G 0.35 - 0.02 - 0.03 - 0.32 - 0.36 - 013 0.32
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