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Investor protection and the US cross-listing decision: A cross-

country analysis of domestic liquidity costs 

 

 

1. Introduction 

 

In his review of the literature on international cross-listings, Karolyi (2006) observes that 

research on whether cross-listing decisions have an impact on domestic liquidity costs 

has long been hampered by a lack of transaction data for the home market. As a result, 

empirical evidence on this issue is still limited and the question remains largely 

unanswered. Our study helps to bridge this gap in the literature by answering two 

questions. First, does the decision to cross-list in the US affect a firm’s liquidity costs in 

its local market, i.e. narrow or widen its bid-ask spreads? Second, if there is a change in 

the firm’s bid-ask spreads, does the change vary across firms from different countries 

conditional on their relative strength of investor protection and financial information 

quality? 

 

To answer these questions, we use a sample of 409 firms from 36 countries that cross-

listed their shares on the US markets between 1996 and 2005. We find significant 

evidence that cross-listing leads to a decrease in domestic liquidity costs, i.e. reduces bid-

ask spreads. We also find that firms from countries with weaker investor protection, 

poorer information quality, and less developed capital markets experience larger 

decreases in local bid-ask spreads after US cross-listing. Finally, we do not find evidence 
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of a difference in liquidity cost reductions among firms cross-listed on different US 

markets. 

 

Several motivations of overseas cross-listing have been suggested in the literature. They 

include an increase in shareholder base, enhancement of visibility, improvement of 

product exposure, possibility of lowering cost of capital, access to foreign capital 

markets, and increased liquidity.1 There are a handful of empirical studies focusing on the 

impact of international cross-listing on liquidity costs in the local market. Domowitz et 

al. (1998), and Foerster and Karolyi (1998) report a decrease in bid-ask spreads for US-

interlisted firms from Mexico and Canada, respectively.2 However, Noronha et al. (1996) 

find no evidence of reduced liquidity costs for US firms cross-listed in London and 

Tokyo stock exchanges. They find no change in bid-ask spreads for the London-listed 

sample whereas spreads increase for the Tokyo-listed stocks. The results from these 

studies suggest inconclusive answer to the impact of foreign listings on local liquidity 

costs.3  

 

In our paper, we argue that the effect of cross listing on domestic bid-ask spreads may be 

associated with the relative strength of investor protection and information quality 

                                                 
1  See Mitto (1992), and Fanto and Karmel (1997). Karolyi (2006) gives an excellent review on cross-
listing motivations. 
2 Domowitz et al. (1998) measure implicit spreads based on Roll (1984)’s model. 
3 The authors of these papers attribute their results to either Hamilton (1979) or Chowdry and Nanda (1991) 
argument. Hamilton (1979) argues that increased competition between markets for order flow might lead to 
lower liquidity costs. Chowdry and Nanda (1991), on the other hand, argue that when trading is available in 
multiple markets, there are opportunities for informed investors to camouflage their information by timing 
their trading in the most liquid market. Higher probability of trading with investors with superior 
information causes market makers to increase bid-ask spreads. 
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between the home country and the foreign country. 4 A number of studies on US cross-

listings suggest that more stringent disclosure requirements in the US benefit cross-listed 

firms by improving their information environment.5 Higher information quality reduces 

the costs of asymmetric information among investors, which then translates into smaller 

bid-ask spreads (Stoll, 2000; O’Hara, 2003). The unique data on domestic bid-ask 

spreads for US-interlisted firms from a number of different countries enable us to test the 

informational argument. We expect a larger decrease in domestic liquidity costs for 

cross-listed firms from countries with lower institutional quality because the 

improvement in information environment and disclosure quality is more pronounced for 

these firms after the cross-listing. 

 

Our paper is structured as follows. Section 2 presents data and methodology. Section 3 

shows descriptive statistics. Section 4 presents the results of univariate and multivariate 

regression analyses. Section 5 concludes our study. 

 

2. Data and methodology 

 

We obtain the list of non-US firms cross-listed on US markets as of 31 December 2005 

from the Bank of New York website, http://adrbny.com. The list includes 2,120 

                                                 
4 Bacidore and Sofianos (2002) document evidence that US bid-ask spreads for non-US stocks are larger 
than their US-matched stocks due to higher information asymmetry. Brockman and Chung (2003) find 
similar results for a sample of Hong Kong-listed Chinese stocks and their Hong Kong counterparts. 
Eleswarapu and Venkataraman (2005) examine the bid-ask spread for 412 NYSE-listed ADRs from 44 
countries, and find that spreads are significantly lower for stocks from countries with better corporate 
governance. Note that these studies do not investigate the change in bid-ask spreads in the local market 
around the cross-listing date. 
5 Baker et al. (2002) show that NYSE listings are associated with increased analyst and media coverage for 
foreign firms. Lang et al. (2003) find that not only is analyst coverage greater, but analyst forecasts are 
more accurate as well. 
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American Depositary Receipts (ADRs). Based on their country of origin, name, stock 

type, and price, we hand-match these firms with firms in the Reuters database.6 This step 

leaves us with 1,352 cross-listed stocks. Since Reuters transaction data are only available 

from 1996 (and later for some markets), we lose another 943 stocks. Our final sample of 

409 stocks consists of 110 NYSE-listed, 27 NASDAQ-listed, and 272 OTC stocks. We 

are able to obtain closing price, closing bid, closing ask, volume, price volatility, and 

number of trades. We also obtain the stocks’ daily market values in US dollar from 

Datastream. Following Foerster and Karolyi (1998), we conduct our study with an event 

window of 60 days surrounding the cross-listing date, i.e. from day t-30 to day t+29.7  

 

We employ two measures of liquidity costs. The first is the quoted bid-ask spread (QSP), 

which measures the cost of demanding immediate execution (Demsetz, 1968). 

QSPit =100* (Askit – Bidit)/Midpointit,  (1) 

where  

QSPit : quoted percentage spread for security i on day t; 

Askit : closing ask for security i on day t; 

Bidit : closing bid for security i on day t; 

Midpoint = (Askit + Bidit)/2. 

 

                                                 
6 The Reuters database is provided by the Securities Industry Research Center of Asia-Pacific (SIRCA). If a 
stock trades in more than one local market, we obtain data for its principal market only. 
7 We also do a robustness check with a different event window where the pre-listing period is from day t-35 
to day t-6, and the post-listing period is from day t+5 to day t+34. The results are similar. 
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A refined measure of liquidity costs is the effective spread (ESP), which evaluates how 

close trades are executed to the best possible price, i.e. the midpoint (Foerster and 

Karolyi, 1998).8 

ESPit =100* |Priceit – Midpointit|/Midpointit (2) 

where 

ESPit : effective percentage spread for security i on day t; 

Priceit : closing price for security i on day t; 

 

As discussed before, we are interested in the change in local bid-ask spreads for cross-

listed firms across countries.9 We use the following models to examine the impact of US 

cross-listing on the spreads conditional on institutional factors of the home country. 

ΔESPi = a + b (IP)i +  c1(Δpr)i + c2(Δvol)i + c3(Δretvol)i + ei   (3) 

ΔQSPi = a + b (IP)i +  c1(Δpr)i + c2(Δvol)i + c3(Δretvol)i + ei   (4) 

The dependent variables, ΔQSPi and ΔESPi, represent the changes in quoted and effective 

percentage home spreads for firm i before and after its interlisting date. They are 

calculated by taking natural logarithm of the ratio of the average domestic spread 30 days 

before, i.e. from day -30 to day -1, and the average domestic spread 30 days after, i.e. 

from day 0 to day 29, the cross-listing date. The vector IP represents various institutional 

factors and proxies for the degree of investor protection and information quality of the 

home countries. These variables are obtained from La Porta et al. (1998), and Djankov et 
                                                 
8 The effective spread measure may not be correct if closing quotes do not precede the last transaction. 
Using intraday data to find the matched quotes does not change our results qualitatively. 
9 Before changes in bid-ask spreads are computed, we get rid of all spreads that are negative or greater than 
100% since they are potentially data errors (Jain, 2003). These filters eliminate about 0.4% of all daily 
observations in the sample. We also exclude spread changes that are greater than 3 times the inter-quartile 
range. The deleted outliers account for 3.4% of the total number of valid observations. Including these 
extreme outliers does not change our reported results of models (3) and (4). 
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al. (2005).10 Common law is equal 1 if a home country belongs to the common-law legal 

system, and zero otherwise. Shareholder protection for a home country is the product of 

its anti-director rights index and rule-of-law index divided by 10.11 Judicial efficiency 

measures the efficiency and integrity of a home country’s legal environment as it affects 

business. Corruption measures the severity of corruption in a home country with higher 

scores for lower levels of corruption. The expropriation index is high for countries with 

low risk of “outright confiscation” or “forced nationalization”, and vice versa. 

Accounting standards measure the general quality of accounting information in a home 

country. An OECD dummy is also included to represent the economic development of a 

home country.12 It has a value of 1 if a home country is a member of the Organization for 

Economic Co-operation and Development, and zero otherwise. Following Eleswarapu 

and Venkataraman (2005), we also include an insider trading dummy that is equal to 1 if 

a home country has at least one prosecution under insider trading laws, and zero 

otherwise.13 In both models (3) and (4), we control for firm-level characteristics that 

affect the cost of liquidity. Our control variables are changes in stock price in local 

currency, and changes in trading volume, and return volatility from the pre-interlisting to 

the post-interlisting periods. Computation of the first two control variables is similar to 

that of the dependent variable, i.e. taking natural logarithm of the ratio of the pre-listing 

average price (volume) to the post-listing average price (volume). Return volatility is the 

difference between standard deviations of stock returns 30 days before and 30 days after 
                                                 
10 These variables, first introduced by La Porta et al. (1998) and then extended by Djankov et al. (2005), are 
broadly used in corporate governance literature as proxies for the degree of investor protection and the 
quality of financial information in a country. 
11 Rossi and Volpin (2004) use this variable as a general proxy for law on protection of investor rights. 
12 Bacidore and Sofianos (2002) find that there is a significant difference in liquidity costs between stocks 
cross-listed in the US from developed markets and those from emerging markets because of the higher 
level of information asymmetry in the emerging markets. 
13 The data of insider trading prosecutions are obtained from Bhattacharya and Daouk (2002). 
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the cross-listing date. Since studies like Seppi (1997), Bacidore (1997), Chakravarty et al. 

(2001), and Jain (2003) show that tick sizes can significantly affect the dynamics of bid-

ask spreads, we also control for the average relative tick size for each country reported in 

Jain (2003). Appendix A provides detailed descriptions and sources of the variables used 

in our study. 

 

3. Descriptive Statistics 

 

Table 1 presents the number of cross-listed stocks for each country in our sample. It also 

shows the institutional factors and proxies for the strength of investor protection and 

information quality of the home countries. There are roughly equal numbers of cross-

listed stocks from common law and civil law countries in our sample. Within the group of 

10 countries in the common-law legal system, the United Kingdom, Australia, and India 

have most cross-listed stocks, collectively accounting for almost 80% of the stocks in this 

group. Out of the 26 civil law countries that have stocks cross-listed in the US, Taiwan, 

Brazil, and Germany account for approximately 45% of the stocks in this group. Of our 

36 sample countries, twenty are members of the OECD group, and twenty six have 

enforced their insider trading laws. Most of the countries have a relative tick size of less 

than 1%, except Indonesia, Peru, Greece, and Brazil. Among countries with relatively 

small tick sizes are Germany, the United Kingdom, and Austria. As for institutional 

quality measures, not all countries have consistent scores. For instance, the United 

Kingdom, Australia, and Canada are countries with strong investor protection, less 

corruption, and high quality of accounting information. They have consistently high 
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scores across columns 5 to 9. On the other hand, France, Switzerland, and Denmark have 

relatively low scores for shareholder protection but relatively high scores for judicial 

efficiency, corruption, and expropriation. 

 

Table 2 presents firm-level averages for each sample country. Market values are obtained 

on the cross-listing day, and expressed in USD million. P, V, and RVOL stand for stock 

price in local currency, daily volume, and standard deviation of daily stock returns. 

Subscripts b and a indicate 30 days before and 30 days after the cross-listing date, 

respectively. The last two rows of Table 2 show the value averages for civil law and 

common law countries. The mean (median) market value of all cross-listed firms in our 

sample is USD4,643 million (USD866 million).14 The median market values are 

USD1,194 million and USD422 million for cross-listed firms from civil law and common 

law countries, respectively. The difference between the two values is statistically 

significant at the 1% level. The results suggest that not only are large firms keen on US 

interlistings but it is more so for firms from civil law countries.15 Among countries with 

more dominant presence of cross-listed firms, the United Kingdom has the largest 

average firm size of USD8,928 million.16  

 

                                                 
14 Further analyses (not reported) show that firms cross-listed on the NYSE exchange are significantly 
larger than firms cross-listed on NASDAQ or OTC markets (USD11,609 million for NYSE firms, 
USD2,098 million for NASDAQ firms, and USD2,208 million for OTC firms). In section 4, we investigate 
the separate effect of cross-listing in these markets on domestic liquidity costs. 
15 Pagano et al. (2002) find that cross-listed firms are significantly larger than firms that are only listed 
domestically. Fanto and Karmel (1997) report survey evidence of heavy burden of cross-listing costs. They 
include listing charges, fees for professional advice, and costs of complying with US GAAP accounting 
standards. 
16 The market value for Swiss firms is driven by Nestle, one of the world’s biggest food and beverage 
companies with a market capitalization of USD105 billion at the time of the US cross-listing.  
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Across sample countries, there is a wide range of stock prices expressed in local 

currency. Column 6 shows that cross-listed firms experience different price movements 

after the interlisting date. Dutch firms, for instance, undergo an average 24% drop in 

stock price whereas British firms have a 12% price increase and stock prices of 

Australian firms stay at the same level as before the US listing date. However, these price 

changes are not statistically significant. The last two rows in column 6 show that on 

average stock prices move down 1% and up 3% for firms from civil law and common law 

countries, respectively. The average price change in each legal group and the difference 

between the two groups are not statistically significant.17 

 

 As for the trading volume surrounding the cross-listing date, column 9 shows that on 

average firms from civil law countries experience a significant 16% increase in local 

trading volume while firms from common law countries undergo a slightly negative 

volume change of 2%.18 The difference in the average volume change between the two 

groups is statistically significant at the 10% level. Although the percentage volume 

change should be interpreted with caution due to the low number of observations in some 

countries, it is interesting to compare this number with previous studies. For instance, we 

find a significant 25% increase in domestic trading volume for cross-listed firms from 

Canada. The result is consistent with Foerster and Karolyi (1993), and Mittoo (1997).19 

However, using an event window similar to ours, Foerster and Karolyi (1998) find a 
                                                 
17 Using market-adjusted price changes gives similar results. 
18 We also check whether our sample exhibits changes in dollar trading volume similar to Smith and 
Sofianos (1997). The unreported results show that the dollar trading volume in the local market, on 
average, increases by 29%, consistent with their reported 24%, for stocks that cross-listed on the NYSE 
exchange. This increase is significantly higher than that of OTC stocks (-5%), but not so compared to 
NASDAQ-listed stocks (14%). 
19 Note that our 60-day event window is shorter than Foerster and Karolyi (1993)’s 6-month, and Mittoo 
(1997)’s 2-year event windows surrounding the cross-listing date. 
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marginal 5% increase in daily trading volume for US-interlisted Canadian stocks. Hargis 

(1997) reports an overall increase in domestic trading volume for a majority of his 65 

US-interlisted stocks from Argentina, Brazil, Chile, and Mexico. We also find, on 

average, a volume increase of 39% for these four countries.  

 

The last three columns in Table 2 present the average return volatility for each sample 

country. Cross-listed stocks from India and Norway, on average, show significant 

decreases in return volatility after the interlisting date whereas there is no significant 

volatility change for cross-listed stocks from other countries.20 Stocks from common law 

countries exhibit higher volatility both pre- and post-interlisting date than stocks from 

civil law countries. The post-interlisting volatility difference between the two groups is 

significant at the 10% level. The 3% increase in volatility for stocks from common law 

countries as opposed to the 0% change for those from civil law countries is also 

statistically significant at the 10% level. 

 

Table 3 presents local bid-ask spreads and their changes averaged across US-interlisted 

stocks for each home country. QSP and ESP represent the percentage quoted and 

effective spreads, respectively. As before, subscripts b and a indicate 30 days before and 

30 days after the cross-listing date, respectively. Country-average domestic spreads vary 

across countries.21 As for changes in bid-ask spreads, denoted as ΔQSP and ΔESP, 

                                                 
20 Ejara and Ghosh (2004) use a 3-year window around the cross-listing date and find no significant 
changes in return volatility for US-interlisted stocks from 23 different countries. Their sample period is 
between 1994 and 1997. 
21 To examine whether our country-average local spreads exhibit consistent patterns with those in Jain 
(2003), we estimate the Spearman correlation coefficients. We find that our quoted and effective spreads 
are strongly correlated with those reported in Table 2 of Jain (2003) for similar countries. The Spearman 
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approximately 60% of our countries show a reduction in local spreads. Among countries 

with relatively more observations, Brazil shows significant decreases of 33% and 36% 

for quoted and effective spreads, respectively. Taiwanese firms also have significant 

reductions in liquidity costs after the US cross-listing. On the contrary, cross-listed firms 

from Australia, on average, see their quoted spreads significantly increase by of 12%. 

The spread changes for UK firms are insignificant for both measures. The respective 9% 

and 4% decreases in quoted and effective spreads for US-interlisted Canadian firms are 

similar to the 11% and 7% decreases reported in Foerster and Karolyi (1998).22 The 

increase in bid-ask spreads for Mexican firms after the US cross-listing is inconsistent 

with Domowitz et al. (1998) who measure implicit spreads using Roll (1984)’s model. 

 

Table 4 presents the correlation matrix of the variables used in this study. In Panel A, 

almost all institutional variables and investor protection proxies exhibit significantly 

positive correlations to one another, except the correlation between insider trading 

enforcement and OECD dummies. All variables, except insider trading enforcement, are 

also significantly negatively correlated to relative tick size. Panel B indicates that larger 

firms have higher stock price, larger trading volume, lower volatility, and smaller 

spreads. In addition, stock price and trading volume are negatively correlated with 

volatility and local spreads. As a risk factor, higher volatility leads to larger bid-ask 

                                                                                                                                                 
correlation coefficients are about 0.73 (0.65) if pre- (post-) US-interlisting local spreads are used; both are 
significant at the 1% level.  
22 Note that our figures are raw means while those from Foerster and Karolyi (1998) are obtained from a 
regression analysis. 
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spreads. Finally, our two spread measures are strongly correlated. All correlations in 

Panel B are statistically significant at the 1% level.23 

 

4. Empirical results 

4.1 Univariate analysis 

 

In this section, we present the results of univariate analysis of the relation between the 

change in domestic bid-ask spreads and various institutional quality measures and 

investor protection proxies. Table 5 shows that across all stocks that cross-listed in the 

US, there is an average 3% (4%) decrease in quoted (effective) local spreads. These 

decreases are statistically significant at the 10% and 5% levels, respectively. Panel A 

shows that liquidity costs, on average, are not significantly different between firms from 

civil law and common law countries before the US-interlisting date. However, the spread 

differences are significant post cross-listing. Columns 3 and 6 show that after the cross-

listing, liquidity costs reduce significantly for stocks from civil law countries. Quoted and 

effective spreads for these stocks decrease by 9% and 11% compared to the pre-listing 

levels. The two spread measures for stocks from common law countries, on the other 

hand, exhibit an increase, though not statistically significant, of 2% and 4%, respectively. 

Differences in the percentage change in quoted and effective spreads between the two 

groups are -11% and -15% significant at the 5% and 10% levels, respectively.  

 

                                                 
23 The correlation between daily stock returns and bid-ask spreads is about 3% significant at the 1% level 
(not reported). 
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Panel B shows that compared to firms from developed markets, those from less-

developed markets do not have significantly higher local bid-ask spreads before or after 

the interlisting date. However, the cross-listing decision benefits non-OECD stocks with 

significant reductions of 11% and 16% in their respective quoted and effective spreads 

compared to insignificant increases of 1% and 4% for stocks from OECD countries. The 

results also show that the differences in domestic spread changes are 12% and 20%, 

statistically significant at the 5% and 1% levels, respectively. 

 

From Panel C to G we sort firms into four groups based on their home countries’ 

institutional quality measures and investor protection proxies: shareholder protection, 

accounting standards, judicial efficiency, corruption, and risk of expropriation. We then 

compare the means between the first and fourth quartiles. There appears a linear 

improvement in liquidity costs from the first to the fourth quartiles across all panels. 

Importantly, the reduction in bid-ask spreads is significant in all cases at the lower end of 

the institutional quality continuum. The results show no significant changes in the 

spreads at the higher end, i.e. for the fourth quartile. Moreover, the results also indicate 

that liquidity costs prior to US listing are higher for firms from countries with the 

weakest investor protection than for firms from countries with the strongest protection of 

investor rights. The gap disappears after the listing date. 

 

Panel C shows that Firms from the lowest shareholder protection quartile have a 

significant 9% (11%) decrease in quoted (effective) spreads after the US crosslisting. 

Cross-listed firms from the third quartile also have a significant 6% reduction in their 
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effective spreads. The results in the fourth quartile do not show significant improvement 

in liquidity costs. The percentage change difference between the first and forth quartile is 

not significant for quoted spreads, but a significant -16% difference is observed for 

effective spreads.  

 

Accounting standards and judicial efficiency in Panels D and E show similar patterns as 

in Panel C. Firms from countries with the lowest accounting quality and the least efficient 

judicial system benefit more from US cross-listing than those from countries with the 

strongest quality of the two measures. Also, the differences in domestic spread changes 

between the two quartiles are statistically significant for both measures of liquidity costs. 

 

The results for corruption and risk of expropriation in Panels F and G suggest that cross-

listing on more transparent markets such as US markets is more beneficial for firms from 

countries with higher level of corruption and greater risk of being expropriated than for 

firms from countries with less corruption and better business practices. While there is no 

significant difference in the quoted spread change between the first and fourth quartiles, 

the differences of -8% and -19% are significant for the percentage change in effective 

spreads in Panels F and G, respectively. 

  

Following Eleswarapu and Venkataraman (2005), we use insider trading enforcement as 

another proxy for the degree of investor protection. Panel H shows that firms from 

countries where insider trading laws have never been enforced have a significant decrease 

of 7% in quoted spreads whereas there is no such change for firms from countries with at 
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least one case of enforcement. The difference in the quoted spread change is -6% 

significant at the 10% level. The results for effective spreads indicate similar patterns but 

do not exhibit statistical significance. 

 

In the last panel, we examine whether the host market is related to the bid-ask changes. 

Firms cross-listed on the NYSE exchange have larger reductions in liquidity costs than 

those cross-listed on NASDAQ and OTC markets. However, all spread changes, except 

for NYSE in column 6, as well as the differences between them are not significant. 

Comparisons of bid-ask spreads around the US cross-listing date show that NYSE-

interlisted stocks have significantly lower spreads than both NASDAQ- and OTC-

interlisted stocks. The differences between the latter two groups are not significant. The 

results may be due to the fact that NYSE-listed firms are significantly larger than firms 

cross-listed in the other two markets (see footnote 14). 

 

4.2 Multivariate analysis 

 

The univariate results in the previous section indicate a positive relation between changes 

in the domestics bid-ask spreads and the degree of investor protection and institutional 

quality. In this section, we further examine such relation in a multivariate analysis using 

models (3) and (4) in section 2. Since firm-level characteristics affect transaction costs as 

documented in previous studies (see Foerster and Karolyi, 1998; Brockman and Chung, 

2003; Eleswarapu and Venkataraman, 2005), we need to control for those firm factors. 
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The results of models (3) and (4) are presented in Panels A and B of Table 6, 

respectively.24 

 

In Panel A, the dependent variable is the change in effective spreads. Column 1 shows 

that on average, there is a 4% decrease in domestic effective bid-ask spreads post US 

cross-listing. The decrease is statistically significant at the 5% level in a regression with 

only control variables. The results for the control variables are consistent with the 

expectations. Coefficients of the average price change and volume change are 

significantly negative while that of volatility change is significantly positive across 

specifications. A 1% increase in stock price post US cross-listing drives the effective 

spread down by approximately 0.28%. A 1% increase in local trading volume after the 

US cross-listing date, for instance, is associated with a reduction of 4% in actual liquidity 

costs. This is consistent with Domowitz et al. (1998) that competition among domestic 

liquidity providers to retain order flow would result in lower spreads after the cross-

listing. Also, consistent with Stoll (2000), the results show that liquidity costs increase 

with return volatility. 

 

The results for institutional factors and proxies for the strength of investor protection and 

information quality are individually presented in columns 2 to 9. Some combinations 

                                                 
24 As a robustness check, we use the following method. First, we regress domestic bid-ask spreads on a set 
of country dummies and firm characteristic variables (i.e. return volatility, and logarithm of market value, 
price, and trading volume). All data are before the US cross-listing date. Second, the coefficients from that 
regression and the post-interlisting values of independent variables are used to estimate the expected local 
spreads after the US cross-listing assuming no impact of US cross-listing on domestic liquidity costs. Third, 
abnormal bid-ask spreads are computed by subtracting actual spreads from expected spreads post cross-
listing. Finally, we regress these abnormal spreads on institutional factors to estimate the impact of US 
cross-listing. The results (not reported) are similar to those reported in Table 6. 
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between them are shown in columns 10 to 13. Column 14 includes all explanatory 

variables. Based on the findings of Jain (2003), we also include the relative tick size 

along with two exchange dummies in the last specification. Since the independent 

variables are highly correlated to one another as reported in Table 4, where appropriate, 

we conduct an F-test with the null hypothesis that these variables are jointly equal to 

zero,. 

 

The results in Panel A indicate a significant impact of country-level corporate 

governance, and financial market development on the change in the actual liquidity cost 

surrounding the US interlisting date. All institutional and investor protection variables, 

except the insider trading enforcement dummy, are positive and significant. The results 

confirm the findings in section 4.1. The common law coefficient indicates that the 

effective bid-ask spread for firms from civil law countries drops by a significant 9% 

compared to firms from common countries after they cross-listed on US exchanges. 

Column 3 shows that the change in the effective liquidity measure is significantly 10% 

lower for cross-listed stocks from less developed countries than for those from more 

developed countries. As for investor protection and institutional quality variables, 

columns 4 to 8 show that firms in countries with weaker protection of investor rights, 

poorer accounting quality, less efficient judicial system, more corruption, and higher risks 

of expropriation benefit more from cross-listing their shares on US exchanges than those 

from countries with better corporate governance quality. A 1-point difference in the 

degree of shareholder protection, for instance, is associated with a significant 5% 

difference in the change in the local effective spread after the US cross-listing date. 
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Column 9 shows that the enforcement of insider trading laws does not appear to correlate 

with the cross-listing decision. 

 

Columns 10 to 14 show different combinations of OECD, a proxy for market 

development, and investor protection variables. OECD remains statistically significant in 

the presence of common law and other institutional quality measures. Other independent 

variables stay significant or become insignificant depending on different combinations.25 

However, the F-test results in the last two rows show that these institutional variables 

jointly have a significant impact on the change in the effective spread in the home 

market. 

  

In the last column, we include the relative tick size reported in Jain (2003) as a control 

variable. Also, a NASDAQ dummy and an OTC dummy are also included to differentiate 

the impact of cross-listing on the NYSE exchange with more stringent requirements from 

those two markets. Consistent with Panel I of Table 5, the results show that there is no 

evidence that NYSE-interlisted stocks have larger reductions in the domestic effective 

spread than stocks cross-listed on NASDAQ and OTC markets. In addition, the relative 

tick size, albeit negative, is not significantly correlated with the change in the effective 

bid-ask spread. Finally, the F-test shows that all explanatory variables still jointly and 

significantly affect the spread change. 

 

 

                                                 
25 We also test other combinations of the explanatory variables. Although the coefficients and their 
significance levels change, the F-tests always show that the investor protection proxies and institutional 
factors jointly have a significant impact on the change in the domestic effective spread. 
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Panel B reports the regression results for model (4) where the dependent variable is the 

change in the domestic quoted spread. The results in Panel B deliver the same message as 

in Panel A: stocks from poorer corporate governance and less developed countries benefit 

more from cross-listing on the US markets. Moreover, the result for OECD suggests that 

the level of economic development appears to be an important factor in explaining the 

decision to cross-list in the US since it is related to the severity of information asymmetry 

and, hence, liquidity costs in a country (Bacidore and Sofianos, 2002). 

 

5. Conclusion 

 

Our paper contributes to the existing literature on the relation between macro-level 

institutions and micro-level transaction costs for cross-listed firms, a research area that 

has long been hampered by lack of transaction data in the home markets. Using 

transaction data from Reuters for a sample of 409 stocks cross-listed in the US from 36 

different countries, we find evidence of significant reductions in domestic liquidity costs 

collectively. In addition, we find that the degree of investor protection and institutional 

quality in the home market affect the extent of US cross-listing benefits. Specifically, we 

find that both quoted and effective bid-ask spreads are significantly lower post US cross-

listing for firms from weaker investor protection, lower information quality, or non-

OECD countries than firms from countries with stronger protection of investor rights or 

belonging to the OECD group. In addition, the effect is undistinguished among stocks 

that cross-listed on the NYSE exchange and those on the NASDAQ and OTC markets. 

The results in our paper provide another piece of evidence to the growing research that 
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institutional factors matter not only to macro-economic and financial development of a 

country, but also the behavior of its domestic firms. 
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Appendix A: Descriptions and sources of the institutional and investor protection 
variables 

 

Variable Description Source 

  
Accounting 
standards 

Index measuring the quality of the disclosure of 
accounting information in each target country. 
The index value is obtained by rating its 
companies’ 1990 annual reports on their 
inclusion or omission of 90 items. 
 

La Porta et 
al. (1998)

Anti-director rights Index of six anti-director rights: right to vote by 
mail, right not to deposit shares with the 
company or a financial intermediary several 
days before a shareholder meeting, right to 
voting cumulatively for directors, right to 
litigate against oppression by directors, pre-
emptive right to buy new issues of stock, and 
minimum percentage of share capital needed to 
call an extraordinary shareholders’ meeting. 
 

La Porta et 
al. (1998), 

and Djankov 
et al. (2005)

Common law Equals one if the home country belongs to the 
English common law system, and zero 
otherwise. 
 

La Porta et 
al. (1998)

Corruption ICR’s assessment of the corruption in 
government. Lower scores indicate that “high 
government officials are likely to demand 
special payments”. Lower scores for higher 
levels of corruption. 

La Porta et 
al. (1998)

Insider trading 
enforcement 

Equals one if insider trading laws has been 
enforced, and zero otherwise. It is derived from 
a survey of national regulators and officials of 
stock exchanges in March 1999. 

Bhattacharya 
and Daouk 

(2002)

Judicial efficiency Assessment of the “efficiency and integrity of 
the legal environment as it affects business, 
particularly foreign firms” produced by the 
country risk rating agency Business 
International Corp. 

La Porta et 
al. (1998)

OECD Equals one if the home country belongs to the 
Organization of Economic Co-operation and 
Development. 

Djankov et 
al. (2005)

Relative tick size Equals absolute tick size applicable to price 
range divided by closing stock price, then 
averaged across time and 25 largest stocks for 

Jain (2003)
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each country from January to April 2000. 
Risk of 
expropriation 

ICR’s assessment of the risk of “outright 
confiscation” or “forced nationalization”. 
Lower scores for higher risks. 

La Porta et 
al. (1998)

Rule of law Assessment of law and order tradition in the 
country provided by the country risk rating 
agency International Country Risk. Average of 
the months of April and October of the monthly 
index between 1982 and 1995. 
 

La Porta et 
al. (1998)

Shareholder 
protection 

Product of rule of law and anti-director rights 
divided by ten. 
 

Rossi and 
Volpin 
(2004)
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Country N Common law OECD Shareholder 
protection

Accounting 
standards

Judicial 
efficiency Corruption Expropriation Insider trading 

enforcement
Relative tick 

size (%)
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)
Argentina 2 0 0 2.1 45 6.0 6.0 5.9 1 0.38
Australia 60 1 1 4.0 75 10.0 8.5 9.3 1 0.16
Austria 6 0 1 2.0 54 9.5 8.6 9.7 0 0.03
Brazil 26 0 0 1.9 54 5.8 6.3 7.6 1 1.16
Canada 11 1 1 5.0 74 9.3 10.0 9.7 1 0.16
Chile 7 0 0 3.5 52 7.3 5.3 7.5 1 -
China 7 0 0 - - - - - 0 0.09
Denmark 4 0 1 2.0 62 10.0 10.0 9.7 1 0.32
Egypt 5 0 0 0.8 24 6.5 3.9 6.3 0 -
France 3 0 1 2.7 69 8.0 9.1 9.7 1 0.07
Germany 20 0 1 0.9 62 9.0 8.9 9.9 1 0.02
Greece 2 0 1 1.2 55 7.0 7.3 7.1 1 1.21
Hungary 1 0 1 - - - - - 1 0.20
India 34 1 0 2.1 57 8.0 4.6 7.8 1 0.07
Indonesia 4 0 0 0.8 - 2.5 2.2 7.2 1 1.70
Ireland 6 1 1 3.1 - 8.8 8.5 9.7 0 0.32
Jordan 1 0 0 0.4 - 8.7 5.5 6.1 0 -
Luxembourg 1 0 1 - - - - - 0 0.31
Malaysia 6 1 0 2.7 76 9.0 7.4 8.0 1 0.61
Mexico 14 0 1 0.5 60 6.0 4.8 7.3 0 0.16
Netherlands 12 0 1 2.0 64 10.0 10.0 10.0 1 0.05
New Zealand 3 1 1 4.0 70 10.0 10.0 9.7 0 0.47
Norway 5 0 1 4.0 74 10.0 10.0 9.9 1 0.42
Peru 2 0 0 0.8 38 6.8 4.7 5.5 1 1.30
Philippines 3 0 0 0.8 65 4.8 2.9 5.2 0 0.88
Singapore 10 1 0 3.4 78 10.0 8.2 9.3 1 0.54
South Korea 5 0 1 1.1 62 6.0 5.3 8.3 1 0.18
Spain 6 0 1 3.1 64 6.3 7.4 9.5 1 0.06
Sri Lanka 1 1 0 0.6 - 7.0 5.0 6.1 1 -
Sweden 4 0 1 3.0 83 10.0 10.0 9.4 1 0.31
Switzerland 2 0 1 2.0 68 10.0 10.0 10.0 1 0.10
Taiwan 43 0 0 2.6 65 6.8 6.9 9.1 1 0.44
Thailand 5 1 0 1.3 64 3.3 5.2 7.4 1 0.88
Turkey 10 0 1 1.0 51 4.0 5.2 7.0 1 -
United Kingdom 66 1 1 4.3 78 10.0 9.1 9.7 1 0.03
Venezuela 7 0 0 0.6 40 6.5 4.7 6.9 0 0.17

Table 1: This table presents some institutional factors and proxies for investor protection and information quality of the sample countries. Common law is equal 1 if a country belongs to the 
common legal system, and zero otherwise. OECD has a value of 1 if the home country is a member of the Organization for Economic Co-operation and Development, and zero otherwise. 
Shareholder protection is the product of anti-director rights index and rule-of-law index divided by 10.  Accounting standards measure the general quality of accounting information in a 
country. Judicial efficiency measures the efficiency and integrity of a country’s legal environment as it affects business. Corruption measures the severity of corruption in a country with higher 
scores for lower levels of corruption. The expropriation index is high for countries with low risk of “outright confiscation” or “forced nationalization”, and vice versa. Insider trading enforcement 
equals to 1 if there is at least one prosecution under insider trading laws, and zero otherwise. Relative tick size is measured as absolute tick size applicable to price range divided by closing 
stock price. These variables are from La Porta et al. (1998), Djankov et al. (2005), Bhattacharya and Daouk (2002), and Jain (2003). 
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Country N Market value 
(USDm)

Pb Pa Ln(Pa/Pb) Vb Va Ln(Va/Vb) RVOLb RVOLa RVOLa-b

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)
Argentina 3 659 4.2 4.4 0.01 68942 52053 -0.42 0.03 0.03 0.01
Australia 60 2161 4.3 4.6 0.00 1097273 965067 -0.05 0.04 0.05 0.02
Austria 8 1159 938.7 857.9 -0.03 25698 30012 0.04 0.03 0.02 -0.02
Brazil 26 2361 144.9 146.4 0.10 ** 175548 213781 0.91 ** 0.06 0.08 0.02
Canada 11 3043 39.2 38.1 -0.02 381266 416285 0.25 ** 0.02 0.03 0.01
Chile 6 1745 629.5 693.5 0.04 6474144 11030354 0.22 0.04 0.02 -0.02
China 7 414 10.9 12.7 0.08 1543711 1933420 0.40 0.02 0.02 0.00
Denmark 4 1964 111.8 103.5 -0.06 95218 101840 0.20 0.03 0.02 0.00
Egypt 5 560 66.7 65.7 0.02 97117 72388 -0.25 0.02 0.02 0.01
France 3 21304 24.4 23.3 -0.07 898180 797328 -0.05 0.02 0.03 0.01
Germany 21 10958 59.8 60.1 -0.02 1037111 1148284 0.21 ** 0.02 0.02 0.00
Greece 2 11501 7746.5 7735.9 0.00 207913 1278478 0.69 0.04 0.03 -0.01
Hungary 1 1831 4565.4 5138.2 0.12 744238 486422 -0.43 0.03 0.02 -0.01
India 35 953 334.3 325.3 -0.05 841819 653721 -0.14 0.04 0.03 -0.01 **
Indonesia 4 687 2276.4 2073.0 -0.08 ** 1941249 4115401 -0.44 0.03 0.02 -0.01
Ireland 6 1111 5.0 4.7 -0.04 200836 236631 0.78 0.03 0.04 0.00
Jordan 1 - 1.4 1.5 0.02 4842 4112 -0.16 0.01 0.01 0.00
Luxembourg 1 9292 14.8 14.2 -0.04 2576 3190 0.21 0.02 0.02 0.01
Malaysia 6 3004 7.0 7.2 0.04 2059755 2323201 -0.11 0.03 0.03 0.00
Mexico 15 2612 22.4 21.7 -0.01 2383303 2430711 -0.36 0.03 0.05 0.04
Netherlands 11 10580 55.1 50.5 -0.24 1655850 2057916 0.14 * 0.06 0.04 -0.02
New Zealand 3 1492 2.5 2.4 -0.03 1559358 1879423 0.02 0.01 0.02 0.00
Norway 6 3633 121.2 137.3 0.07 8873991 1335871 -0.93 * 0.04 0.02 -0.01 *
Peru 2 83 2.0 2.0 -0.01 1357574 162129 -1.68 0.02 0.01 0.00
Philippines 3 339 106.5 104.7 0.08 86517 189486 0.73 0.02 0.04 0.02
Singapore 10 1586 2.7 3.1 0.06 4552819 2261921 -0.34 0.04 0.03 0.00
South Korea 5 6008 46327.1 45020.9 0.07 6390721 7158903 0.29 0.03 0.03 0.00
Spain 6 12403 2153.6 2154.7 -0.05 11318178 2983324 -0.36 0.02 0.02 0.00
Sri Lanka 1 59 76.9 80.2 0.04 133447 120866 -0.10 0.03 0.02 -0.01
Sweden 4 5656 199.6 203.0 -0.01 1157143 1458919 0.14 0.01 0.02 0.00
Switzerland 2 52684 176.1 177.7 0.00 1112895 616421 -0.42 0.02 0.02 0.00
Taiwan 43 3109 72.5 71.1 0.00 25979 25344 -0.09 0.03 0.03 0.00
Thailand 5 711 62.4 54.7 -0.18 ** 28583 20997 0.07 0.04 0.04 -0.01
Turkey 11 2571 32818.2 30452.7 -0.18 123102717 99659611 0.23 0.06 0.05 -0.01
United Kingdom 65 8928 414.3 424.0 0.12 6693156 6745842 0.05 0.08 0.15 0.07
Venezuela 7 584 2903.3 3455.7 0.09 1979333 2150747 0.97 0.04 0.04 0.00
Civil law average 207 5160 - - -0.01 7660964 6346680 0.16 * 0.04 0.04 0.00
Common law average 202 4108 - - 0.03 2992310 2840483 -0.02 0.05 0.08 0.03 *

Table 2: This table presents firm-level averages for each sample country. Market values are obtained on the cross-listing day, and expressed in USD million. P, V, and RVOL stand for 
stock price in local currency, daily volume, and standard deviation of daily stock returns. Subscripts b  and a  indicate 30 days before and 30 days after the cross-listing date, respectively. 
** and  * indicate significant at the 5% and 10% levels, respectively.
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Country N QSPb QSPa ΔQSP ESPb ESPa 

Argentina 3 2.12 3.09 0.34 * 1.40 1.26 -0.06
Australia 60 2.57 3.00 0.12 ** 1.18 1.43 0.08
Austria 8 0.53 0.53 -0.02 0.29 0.36 0.11
Brazil 26 7.94 4.66 -0.33 *** 3.54 2.72 -0.36 ***
Canada 11 0.75 0.71 -0.09 0.33 0.34 -0.04
Chile 6 5.39 2.81 -0.12 0.98 1.31 -0.04 **
China 7 0.29 0.27 -0.01 0.15 0.14 0.02
Denmark 4 2.08 1.69 0.00 1.00 0.89 -0.10
Egypt 5 0.98 0.91 -0.01 0.56 0.44 -0.12
France 3 2.12 3.33 0.21 0.59 0.86 0.15
Germany 21 0.97 0.92 -0.04 0.50 0.57 0.03
Greece 2 1.17 0.69 -0.29 0.87 0.53 -0.18
Hungary 1 2.19 1.56 -0.33 0.68 0.41 -0.49
India 35 0.71 0.71 0.03 0.35 0.35 0.02
Indonesia 4 3.08 3.54 0.12 1.52 1.17 -0.18
Ireland 6 3.74 4.52 0.00 1.85 1.87 -0.12
Jordan 1 1.08 0.96 -0.11 0.28 0.37 0.27
Luxembourg 1 1.50 1.05 -0.35 0.75 0.49 -0.42
Malaysia 6 0.85 0.91 0.07 0.42 0.41 0.00
Mexico 15 1.77 2.12 0.21 1.33 0.60 0.13
Netherlands 11 0.50 0.44 -0.05 0.23 0.19 -0.12
New Zealand 3 3.84 2.75 -0.13 2.10 1.38 -0.28
Norway 6 0.46 0.52 0.15 0.22 0.27 0.21
Peru 2 2.63 3.00 0.11 1.22 1.28 0.06 **
Philippines 3 3.78 3.53 -0.15 1.77 1.57 -0.14
Singapore 10 0.99 0.98 0.01 0.47 0.44 -0.05
South Korea 5 0.79 0.71 -0.08 0.53 0.47 -0.03
Spain 6 0.37 0.35 0.00 0.19 0.17 -0.03
Sri Lanka 1 3.37 2.77 -0.18 0.99 0.63 -0.44
Sweden 4 0.33 0.38 0.10 0.16 0.18 0.09
Switzerland 2 0.79 0.74 -0.04 0.44 0.37 -0.23
Taiwan 43 0.54 0.49 -0.09 * 0.27 0.25 -0.09 **
Thailand 5 1.77 1.74 -0.04 0.98 0.86 -0.20
Turkey 11 1.32 1.34 0.00 0.65 0.69 0.03
United Kingdom 65 2.03 1.98 0.00 1.08 1.27 0.14
Venezuela 7 3.44 2.63 -0.27 *** 1.42 1.03 -0.31 ***

Table 3: This table presents bid-ask spreads and their changes averaged across US-listed stocks for each home 
countries. QSP and ESP represent the percentage quoted and effective spreads, respectively. Subscripts b and a 
indicate 30 days before and after the cross-listing date, respectively. ΔQSP=Ln(QSPa/QSPb) and 
ΔESP=Ln(ESPa/ESPb). ***, **, and * indicate significant at the 1%, 5%, and 10% levels, respectively.

ΔESP
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Panel A: Common law OECD Shareholder 
protection

Judicial 
efficiency Corruption Expropriation Accounting 

standards
Insider trading 

enforcement

OECD 0.26
(0.00)

Shareholder protection 0.71 0.40
(0.00) (0.00)

Judicial efficiency 0.63 0.60 0.73
(0.00) (0.00) (0.00)

Corruption 0.26 0.71 0.63 0.78
(0.00) (0.00) (0.00) (0.00)

Expropriation 0.27 0.65 0.54 0.77 0.91
(0.00) (0.00) (0.00) (0.00) (0.00)

Accounting standards 0.63 0.45 0.83 0.78 0.68 0.63
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

Insider trading enforcement 0.26 0.02 0.38 0.27 0.26 0.28 0.34
(0.00) (0.49) (0.00) (0.00) (0.00) (0.00) (0.00)

Relative tick size -0.32 -0.58 -0.32 -0.52 -0.50 -0.69 -0.28 -0.06
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.11)

Panel B: Ln(market 
value) Ln(price) Ln(volume) Return 

volatility
Quoted 

spreads
Ln(price) 0.51

(0.00)

Ln(volume) 0.37 0.11
(0.00) (0.00)

Return volatility -0.41 -0.20 -0.13
(0.00) (0.00) (0.00)

Quoted spreads -0.60 -0.37 -0.28 0.43
(0.00) (0.00) (0.00) (0.00)

Effective spreads -0.52 -0.30 -0.19 0.48 0.92
(0.00) (0.00) (0.00) (0.00) (0.00)

Table 4: This table presents the Spearman correlation matrices between variables used in this study. Refer to appendix A for definitions and sources of 
the variables.
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N SPb SPa LPb LPa 

(1) (2) (3) (4) (5) (6)
All sample stocks 409 1.96 1.77 -0.03 * 0.95 0.83 -0.04 **

Panel A: Origin of legal systems
Civil law 207 2.02 1.41 -0.09 ** 0.92 0.78 -0.11 **
Common law 202 1.86 2.05 0.02 0.93 1.06 0.04
Difference (civil vs. common) 0.16 -0.64 *** -0.11 ** -0.01 -0.28 ** -0.15 **

Panel B: OECD versus non-OECD countries
Non-OECD 164 2.26 1.54 -0.11 ** 1.00 0.85 -0.16 ***
OECD 245 1.72 1.85 0.01 0.88 0.97 0.04
Difference (non-OECD vs. OECD) 0.54 -0.31 -0.12 ** 0.12 -0.12 -0.20 ***

Panel C: Shareholder protection
Lowest quality quartile 86 3.11 2.10 -0.09 ** 1.47 1.20 -0.11 ***
Quartile 2 104 0.70 0.67 -0.03 0.36 0.33 -0.06 **
Quartile 3 118 2.18 2.45 0.00 0.96 1.09 -0.04
Highest quality quartile 75 1.87 1.79 -0.02 0.99 1.18 0.05
Difference (lowest vs. highest) 1.24 ** 0.31 -0.07 0.48 ** 0.02 -0.16 ***

Panel D: Accounting standards
Lowest quality quartile 93 3.04 1.90 -0.10 ** 1.33 1.13 -0.12 **
Quartile 2 111 0.93 0.82 -0.03 0.50 0.43 -0.04
Quartile 3 83 2.08 2.57 0.03 1.00 1.14 0.03
Highest quality quartile 85 1.76 1.70 0.00 0.93 1.10 0.05
Difference (lowest vs. highest) 1.28 ** 0.20 -0.10 ** 0.40 * 0.03 -0.17 ***

Table 5: This table presents average bid-ask spreads and their changes based on institutional factors and investor protection proxies. SP and LP 
represent the percentage quoted and effective spreads, respectively. Subscripts b and a indicate 30 days before and after  the cross-listing date, 
respectively. Common law is equal 1 if a country belongs to the common legal system, and zero otherwise. OECD has a value of 1 if the home country is 
a member of the Organization for Economic Co-operation and Development, and zero otherwise. Shareholder protection is the product of anti-director 
rights index and rule-of-law index divided by 10.  Accounting standards measure the general quality of accounting information in a country. Judicial 
efficiency measures the efficiency and integrity of a country’s legal environment as it affects business. Corruption measures the severity of corruption in a 
country with higher scores for lower levels of corruption. The expropriation index is high for countries with low risk of “outright confiscation” or “forced 
nationalization”, and vice versa. Insider trading enforcement equals to 1 if there is at least one prosecution under insider trading laws, and zero otherwise. *

Ln(SPa/SPb) Ln(LPa/LPb)
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Table 5 (cont.) N SPb SPa LPb LPa 

Panel E: Judicial efficiency
Lowest quality quartile 100 3.48 2.31 -0.10 *** 1.65 1.32 -0.13 ***
Quartile 2 90 1.22 1.08 -0.03 0.48 0.48 -0.05
Quartile 3 29 0.83 0.79 -0.02 0.42 0.45 0.00
Highest quality quartile 164 1.94 2.16 0.02 0.99 1.14 0.02
Difference (lowest vs. highest) 1.54 *** 0.15 -0.12 ** 0.66 *** 0.18 -0.15 ***

Panel F: Corruption
Least corruption quartile 96 1.72 1.43 -0.01 0.76 0.64 -0.06 **
Quartile 2 86 2.53 1.54 -0.10 *** 1.18 0.99 -0.13 ***
Quartile 3 94 2.13 2.55 0.04 0.99 1.16 0.03
Most corruption quartile 107 1.54 1.51 -0.02 0.85 0.96 0.02
Difference (least vs. most) 0.18 -0.08 0.01 -0.09 -0.32 ** -0.08 *

Panel G: Risk of expropriation
Highest risk quartile 83 3.87 2.53 -0.07 ** 1.75 1.10 -0.15 ***
Quartile 2 85 0.64 0.61 -0.05 * 0.33 0.31 -0.06 **
Quartile 3 110 1.92 2.31 0.02 0.98 1.04 0.00
Lowest risk quartile 105 1.55 1.49 0.00 0.84 0.89 0.04
Difference (highest vs. lowest) 2.32 *** 1.04 *** -0.07 0.91 *** 0.21 -0.19 ***

Panel H: Enforcement of insider trading
Without enforcement 57 2.13 1.96 -0.07 *** 1.04 0.85 -0.05
With enforcement 352 1.94 1.75 -0.01 0.93 0.93 -0.01
Difference (without vs. with) 0.19 0.21 -0.06 * 0.11 -0.08 -0.04

Panel I: Different US exchanges
NYSE 108 0.97 0.81 -0.05 0.47 0.47 -0.07 *
NASDAQ 22 1.69 1.94 -0.01 0.70 0.76 -0.02
OTC 273 1.66 1.42 -0.02 0.71 0.64 -0.03
Difference (NYSE vs. NASDAQ) -0.72 * -1.13 ** -0.04 -0.23 * -0.29 * -0.05
Difference (NYSE vs. OTC) -0.69 *** -0.61 *** -0.03 -0.24 *** -0.17 *** -0.04
Difference (NASDAQ vs. OTC) 0.03 0.52 0.01 -0.01 0.12 0.01

Ln(SPa/SPb) Ln(LPa/LPb)
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Panel A: Dependent variable is changes in the domestic effective spreads
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)

Intercept -0.04 -0.08 -0.10 -0.17 -0.44 -0.34 -0.48 -0.25 -0.10 -0.12 -0.18 -0.38 -0.32 -0.47 -0.20
(-2.55) ** (-3.44) *** (-3.75) *** (-3.91) *** (-3.73) *** (-4.20) *** (-3.21) *** (-3.72) *** (-2.22) ** (-4.09) *** (-4.25) *** (-3.10) *** (-2.16) ** (-1.87) * (-0.59)

Common law 0.09 0.07 -0.08 -0.05
(2.45) ** (1.83) * (-1.08) (-0.73)

OECD 0.10 0.09 0.08 0.07 0.07 0.12 0.00
(2.88) *** (2.39) ** (2.04) ** (1.64) (1.67) * (2.31) ** (-0.08)

Shareholder protection 0.05 0.03 0.02 0.02 0.00
(3.29) *** (2.20) ** (0.68) (0.76) (-0.17)

Accounting standards 0.01 0.00 0.00 0.00 0.01
(3.50) *** (2.33) ** (0.99) (1.16) (2.18) **

Judicial efficiency 0.04 0.05 0.02
(3.87) *** (1.78) * (0.54)

Expropriation 0.05 0.00 -0.06
(3.01) *** (0.10) (-1.40)

Corruption 0.03 -0.05 0.02
(3.28) *** (-1.65) * (0.48)

IT enforcement 0.08 0.14 0.11
(1.45) (1.84) * (1.48)

NASDAQ -0.05
(-0.96)

OTC 0.06
(1.25)

Relative tick size -0.15
(-1.45)

Ln(Pa/Pb) -0.28 -0.28 -0.27 -0.29 -0.27 -0.29 -0.28 -0.29 -0.28 -0.27 -0.28 -0.27 -0.27 -0.26 -0.28
(-3.46) *** (-3.49) *** (-3.51) *** (-3.58) *** (-3.56) *** (-3.57) *** (-3.63) *** (-3.63) *** (-3.47) *** (-3.52) *** (-3.58) *** (-3.55) *** (-3.56) *** (-3.47) *** (-3.74) ***

Ln(Va/Vb) -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.04 -0.03 -0.03
(-2.33) ** (-2.07) ** (-2.34) ** (-2.25) ** (-2.13) ** (-2.07) ** (-2.36) ** (-2.53) ** (-2.22) ** (-2.12) ** (-2.33) ** (-2.18) ** (-2.16) ** (-1.89) * (-1.77) *

RVOLa-b 0.99 0.97 0.96 0.98 0.95 0.98 0.99 0.99 0.99 0.94 0.96 0.93 0.93 0.93 1.00
(4.67) *** (4.65) *** (4.62) *** (4.66) *** (4.67) *** (4.70) *** (4.79) *** (4.73) *** (4.64) *** (4.58) *** (4.59) *** (4.59) *** (4.57) *** (4.49) *** (4.62) ***

Adj. R2 0.08 0.09 0.10 0.11 0.11 0.12 0.10 0.10 0.08 0.10 0.11 0.12 0.11 0.12 0.15
N 392 378 378 369 357 369 369 369 378 378 369 357 357 357 340
F-statistics - - - - - - - - - 5.85 8.04 8.24 5.65 2.93 1.80
P-value (0.01) (0.01) (0.01) (0.01) (0.01) (0.08)

Table 6: This table repsents the OLS regression results of the impact of institutional factors and investor protection proxies on changes in domestic bid-ask spreads around the US listing date. 
The dependent variable is the logarithm of the ratio of relative spreads after to before the cross-listing. Common law is equal 1 if a country belongs to the common legal system, and zero 
otherwise. OECD has a value of 1 if the home country is a member of the Organization for Economic Co-operation and Development, and zero otherwise. Shareholder protection is the 
product of anti-director rights index and rule-of-law index divided by 10.  Accounting standards measure the general quality of accounting information in a country. Judicial efficiency measures 
the efficiency and integrity of a country’s legal environment as it affects business. Corruption measures the severity of corruption in a country with higher scores for less corruption. The 
expropriation index is high for countries with low risk of “outright confiscation” or “forced nationalization”, and vice versa. Insider trading enforcement equals to 1 if there is at least one 
prosecution under insider trading laws, and zero otherwise. 
P, V, and RVOL stand for stock price in local currency, daily volume, and standard deviation of daily stock returns. Subscripts b and a indicate 30 days before and after the cross-listing date, 
respectively. Relative tick size is measured as absolute tick size applicable to price range divided by closing stock price. NASDAQ and OTC are dummy variables that equal to 1 if a firm cross-
lists on NASDAQ and OTC markets respectively, and zero otherwise. Robust t-stats are in parentheses. ***, **, * indicate significant at the 1%, 5%, and 10% levels, respectively. Also reported 
are the results of F-tests with the null hypothesis that all the institutional measures and investor protection proxies are jointly equal to zero.
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Table 6 (cont.)

Panel B: Dependent variable is changes in the domestic quoted spreads
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)

Intercept -0.02 -0.05 -0.06 -0.08 -0.29 -0.20 -0.23 -0.13 -0.02 -0.08 -0.09 -0.23 -0.25 -0.21 0.05
(-1.87) * (-2.62) *** (-3.00) *** (-2.53) ** (-3.12) *** (-2.94) *** (-1.89) * (-2.25) ** (-0.82) (-3.20) *** (-2.90) *** (-2.52) ** (-2.17) ** (-1.04) (0.14)

Common law 0.06 0.04 -0.05 -0.01
(1.95) * (1.43) (-0.77) (-0.29)

OECD 0.08 0.07 0.08 0.06 0.06 0.08 0.02
(2.45) ** (2.10) ** (2.20) ** (1.86) * (1.86) * (2.00) ** (0.39)

Shareholder protection 0.02 0.01 0.00 0.00 -0.03
(1.93) * (0.83) (-0.29) (-0.28) (-1.55)

Accounting standards 0.00 0.00 0.00 0.00 0.01
(2.91) *** (1.73) * (1.30) (2.10) ** (3.14) ***

Judicial efficiency 0.02 0.04 0.01
(2.69) *** (2.06) ** (0.46)

Expropriation 0.02 -0.03 -0.10
(1.72) * (-1.03) (-2.27) **

Corruption 0.01 -0.02 0.05
(1.90) * (-0.90) (1.30)

IT enforcement 0.01 0.05 0.04
(0.16) (0.81) (0.63)

NASDAQ -0.02
(-0.58)

OTC 0.04
(1.07)

Relative tick size -0.20
(-1.51)

Ln(Pa/Pb) -0.27 -0.27 -0.26 -0.27 -0.25 -0.27 -0.27 -0.27 -0.27 -0.26 -0.26 -0.25 -0.25 -0.25 -0.26
(-3.12) *** (-3.18) *** (-3.20) *** (-3.20) *** (-3.21) *** (-3.21) *** (-3.18) *** (-3.20) *** (-3.12) *** (-3.23) *** (-3.23) *** (-3.23) *** (-3.22) *** (-3.14) *** (-3.24) ***

Ln(Va/Vb) -0.07 -0.06 -0.07 -0.07 -0.06 -0.06 -0.07 -0.07 -0.07 -0.06 -0.07 -0.06 -0.06 -0.06 -0.05
(-4.91) *** (-4.48) *** (-4.83) *** (-4.59) *** (-4.25) *** (-4.33) *** (-4.69) *** (-4.84) *** (-4.82) *** (-4.51) *** (-4.65) *** (-4.30) *** (-4.28) *** (-3.87) *** (-3.11) ***

RVOLa-b 0.52 0.50 0.49 0.51 0.48 0.51 0.51 0.51 0.52 0.48 0.48 0.46 0.46 0.45 0.51
(1.92) * (1.96) * (1.94) * (1.97) ** (1.96) * (1.98) ** (1.96) * (1.96) * (1.92) * (1.96) ** (1.96) * (1.95) * (1.94) * (1.92) * (2.03) **

Adj. R2 0.08 0.09 0.09 0.09 0.10 0.10 0.09 0.09 0.08 0.10 0.10 0.10 0.10 0.10 0.14

N 390 378 378 369 357 369 369 369 378 378 369 357 357 357 340

F-statistics - - - - - - - - - 4.12 4.39 5.67 3.80 2.29 1.86
P-value (0.02) (0.02) (0.01) (0.02) (0.03) (0.07)
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