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BY NAJAH ATTIG

ver the years, market regulation has
evolved to provide better protection
to market participants by improving
information quality in the capital
markets. In this context, the TSX
Group decided, in 2004, to extend
the ticker symbol of stocks with
non-conventional voting structures
to emphasize the class of shares and its attached
voting rights. This rule intends to enable (minority)
investors to identify non-conventional voting shares
without referring to an issuer’s regulatory filings. In this
paper, I examine whether this ticker symbol extension
affects prices and liquidity of the involved stocks. In
doing so, this paper contributes to a timely, but rare,
line of studies on the information content of ticker
symbol. Until recently, little attention has been given
to the information content of ticker symbols. Rashes
(2001) provides evidence on investors’ misperception
and confusion of ticker symbols, and emphasizes the
importance of understanding the information content of
ticker symbol (change). More recently, Kadapakkam and
Misra (2007) document significant declines in trading
volume and prices of stocks subject to a voluntary
change in their ticker symbols.
Arguably, small investors in multiple class shares
(MCS) firms are usually ill-informed about their
holdings, because the effective voting rights attached

to each share (or its voting class) are not explicitly

Transparent ticker symbols
level the playing field for
all investors.

disclosed and stock symbols are not suggestive of

the voting class. This lack of transparency may leave
investors, in particular holders of the subordinate voting
class shares, unaware of the differences between the
outstanding classes of shares, and thus unaware of the
quality of their holdings and the associated risks (e.g.
information asymmetry, expropriation). In contrast,
controlling shareholders, in control of multiple voting
shares, are likely to capitalize on their informational
advantage to engage in extracting private benefits of
control. Dyck and Zingales (2004, p. 52) argue that
the price difference (or the voting premium) between
the different classes of shares can be viewed as an
“indication of inadequate protections for minority
shareholders and a weak corporate governance
system.” Because of their non-conventional voting
structure, MCS magnify the misalignment between
the commensurate capital and the control rights and,
thus, give controlling shareholders discretion to divert
corporate resources for their private benefit.

I posit that, all else equal, the TSX rule to re-symbolize
tickers of MCS stocks may increase the ability of
investors (and other market participants) to have timely
and accurate information about their holdings. This
enhanced transparency is likely to enable investors
to revise downward the assessment of their holding
for better price protection against potential corporate
wrongdoings. To test this hypothesis, I examine the

impact of the tickers’ re-symbolizing rule on stock
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returns and stock liquidity. First, I find a negative and
significant impact on prices of the involved stocks,
suggesting that strengthening market disclosure by
making tickers of public firms more informative seems
to have a positive impact on investors’ ability to price-
protect themselves by revising downward the assessment
of their MCS holdings. Second, consistent with the
argument that liquidity reaction is affected by the price
reaction and the level of public information disagreement
among investors (Bailey et al., 2005), I find a significant
decrease in the liquidity of the involved stocks, with the
most severe decrease incurred by the lower-voting class.
Last but not least, the event results of the TSX decision to
discontinue the use of the ticker symbol extension point
to an argument for investor irrationality during periods
of confusion and potential market manipulation by

major participants.

The new TSX ticker rule aims to convey information

on the voting structure of publicly traded shares. Five
classes of shares with non-conventional voting structures
are concerned. Non-voting shares which have no right

to vote should include the suffix “NV”, multiple voting
shares which have more than a voting right per share
should include the suffix “MV”, subordinate voting shares
which carry a right to vote, where there is another class or
classes of shares outstanding that carry a greater voting
right on a per-share basis should include the suffix “SV”,
limited voting shares which have the right to vote only in
certain limited circumstances should include the suffix
“LV”, and restricted voting shares which carry a right to
vote, subject to some restriction (e.g. percentage of the
board that can be elected by the holders of this class or the
number of shares that may be voted by the owner) should
include the suffix “RV”.

To highlight the importance of the TSX re-symbolizing
rule, I present one case of MCS firms. The first firm is
Headline Media Group Inc (TSX: HMG). As of January
7,2004, the proxy circular shows that the authorized
equity capital of Headline consists of 82,626,200 Class A
Subordinate Voting Shares and 10,000 Special Voting Shares
are issued and outstanding. Each Class A Subordinate
Voting Share has attached thereto one vote for each share
held. Similarly, the holders of the Special Voting Shares
are entitled to one vote for each share held. Although both
classes seem to be equal with respect to their disclosed voting
rights, holders of the special voting shares can elect the

majority of the authorized number of directors of Headline.

FALL 2007 | CANADIAN INVESTMENT REVIEW

Translating this condition into effective voting rights, one
can see that each special voting share has X voting rights,

where X satisfies the following equation:

51% (to get the majority of the board) =

10,000X
(10,000X + 82,626,200

therefore X = 8,600 votes per share. To emphasize the

subordinate voting structure of Class A shares, a suffix

“SV” was added to its ticker.

I collect daily market data on stock prices (i.e. closing
price, closing bid, and closing ask), returns, trading
volume, and monthly outstanding shares from the TSX-
Canadian Financial Markets Research Centre (TSX-
CFMRC) database. The initial sample for this study is

the list of the 141 TSX-listed stocks that were subject to

the TSX re-symbolizing decision. First, I exclude stocks

of firms under protection or plan of arrangement or
reorganization, stock of subsidiary of foreign firms, and
stocks that changed ticker symbol during the estimation
period (e.g. M8 Entertainment Inc.). Then, I restrict my
sample to stocks with at least 100 daily observations during
the estimation period and a maximum of 10 missing
observations in the event window. These screenings reduce
my sample to 97 involved stocks (tickers), comprising

26 non-voting stocks, 10 multiple-voting stocks, 61
subordinate voting stocks (and limited- and restricted-
voting stocks). I use firms’ management proxy circulars,
published in 2004 and available at www.sedar.com, to
manually collect data on the different outstanding classes
of shares, the size of ultimate ownership and control stakes,
the identities of their owners, and the structure of the board
of directors (e.g. size and proportion of outside directors).
Interestingly, I find that the publicly traded multiple-voting
shares have, on average, 21 votes per share, and controlling
shareholders need to own only 6.61% cash flow rights

to control 20% of the voting rights of a Canadian public
MCS firm. Equally important, the controlling shareholders
control about 77% of the outstanding multiple-voting

shares and less than 10% of the lower-voting shares.

I apply the standard event study methodology to
examine the effects of the TSX ticker transparency-
enhancing rule on stock prices and stock liquidity. The

event day is April 27, 2004, date of public announcement



of the TSX initiative to re-symbolize tickers with
non-conventional voting rights. The estimation
period is defined from day 11 to day 210 before the
announcement day. The event window is defined as

10 days around the event date. Daily abnormal returns
(ARs) are calculated based on the excess return (over
normal returns predicted by the market model) during

the event window:

A_RETN,= RETN ~ (é,+ §,R, ), where A_RETN,,
RE TN,.t/and (a + ,BA,. R,)) are the abnormal, actual and
normal returns of stock i on day t. R is the market index
return. I use two measures of stock liquidity. I start by
looking at the trading volume, which is usually associated
with the incorporation of information changes in stock
prices (e.g. Morse, 1980). To minimize the firm-size effect
and obtain a normalized measure, I use the daily turnover
(TURN,) as a proxy for volume, where daily turnover is
daily trading volume divided by the number of outstand-
ing shares. The second liquidity measure is the daily bid-
ask spread (BASP), defined as the quoted spread divided
by the bid-ask midpoint

[BASP = [(Ask-Bid) | [@] 1+1001.

I calculate abnormal turnover for a security as the differ-

ence between its turnover during the test period and the

average turnover of the estimation period:

-11
A_TURN, =TURN, - [% 5y TURN,”]
n=-210 4

where A_TURN, and TURN, are the abnormal and actual

turnover for firmi on day t.

1
— 3 TURN,,
N =210 v

is the average turnover of firm 7 over the estimation
period. I use an analogous method to estimate the average
abnormal bid-ask spread (A_BASP,). Finally, average
abnormal levels of the considered variables are aggregated
over the event window to estimate the cumulative average

abnormal levels.

Results for the TSX re-symbolizing rule on stock returns
(RETN), liquidity turnover (TURN) and bid-ask

spread (BASP) are reported in Table 1. Panel A shows a
statistically significant (at 5%) average abnormal return

of -0.38% on day 0. The price drop appears to start nine
days before the announcement, and continued to drop
significantly up to the ninth day after the announcement
(-0.79%). Examining a 10-day window surrounding the
announcement, I find a negative and significant cumulative

abnormal return of -3.26%. Interestingly, I find significant

The Abnormal Return, Turnover, and Bid-Ask Spread Effects of the TSX Ticker Re-Symbholizing Rule

The table below reports the results of standard-event study on the effects of TSX ticker symbol extension on returns (RETN), turnover (TURN)

and bid-ask spread (BASP) of the involved stocks. Average abnormal and cumulative average abnormal levels of the considered variables are

reported in Panel A and Panel B respectively. The symbols $, *, **, and *** denote statistical significance at the 0.10, 0.05, 0.01 and 0.001

levels, respectively, using a 1-tail test.

(-10,-1)
(0,10)
(-10,+10)
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All involved stocks Lower-voting stocks

-0.25* -6.49* -0.07 -0.27* -6.83** 0.04

-0.38*% | -5.03** -0.28* -0.28% | -6.31*** -0.1

-0.79** -6.07* 0.35  -0.92** -7.33** 0.42%
All involved stocks Lower-voting stocks

-1.31$ -38.58** -0.59 -1.03 -44.17** -0.37
-1.95*%  -41.27*  1.11*** -1.91*  -43.85$% 1l.62***
-3.26%* | -79.85%*  0.53*** | -2.94** -88.02** 1.25%**

Multiple-voting stocks Non-voting stocks
-0.03 -1.52 -0.25* | -1.07**  -5.91** | 0.21*

-1.35* -1.68 -0.38* -1.12%* -4.78% | -0.22
0.35 -1.14* | -0.79** -0.99** -7.40% 0.22*

Multiple-voting stocks Non-voting stocks

-3.79 9.99 -1.31% -3.72% | -24.04* 0.45

-2.28 -18.76% -2.93* -1.73% -22.59 091***
-6.07 -8.76 | -3.26** | -5.45%*  -46.62* 1.37***
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cumulative abnormal returns of -1.31% and -1.95% over
the event windows (-10,-1) and (0,10), respectively. This
evidence suggests that there was information leakage
regarding this event. This might be expected as many
market participants (i.e. institutional investors) had been
“lobbying the TSX Group” to implement the ticker symbol
extension.’ Overall, the economically significant drop in
the price of the involved stocks suggests that the event
price-pressure relates to the information content of the
ticker symbol change, plausibly because investors revised
downward the assessment of their MCS holdings against
potential corporate wrongdoings.

An important feature of the involved stocks is the
existence of two broad classes of shares: one with superior
voting rights (i.e. multiple voting) and the other with
lower voting rights (i.e. subordinate, limited, restricted or
non-voting rights). To test how the previous results vary
across the different voting classes of shares I apply the
event study on the different voting classes. Although all
voting classes displayed significant abnormal returns (in
mean or in median) on the announcement day, only the
lower-voting class had negative and significant cumulative
abnormal returns. The most distinguishable result comes
from the large and consistently significant drop in the
price of the non-voting shares (e.g. -5.45% over the event
window (-10,10)). This evidence lends further support
to the argument that holders of a lower-voting class of
shares (e.g. non-voting) revised downward the assessment
of their holdings for further price-protection against
potential corporate expropriation.

Based on the argument of Bailey et al. (2005), the
liquidity reaction is affected by the price reaction and
the level of public information disagreement among
investors. The ticker enhanced transparency is likely to
reduce disagreement about MCS tickers’ informativeness,
thus leading to a decrease in trading volume (i.e. liquidity
turnover). Results of the abnormal turnover support this
argument. For instance, the cumulative average abnormal
turnover was about -79.85% over the event window
(-10,10), and seems to be evenly split on the pre- and
post-announcement event periods.* The most significant
abnormal turnover was reported for the lower-voting class.
However, the decrease in the turnover of the multiple-
voting class is not significant. This result may also explain
the non-significance of the cumulative abnormal return of
this class. To some extent, the volume effect is consistent
with the evidence of Kadapakkam and Misra (2007), who
show that a ticker change adversely affects trading volume.

A similar pattern is observed for the cumulative abnormal
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levels of the bid-ask spreads, with the exception of the
multiple-voting class, which had a significant decrease

in its average bid-ask spread. Although this result seems
surprising, it may suggest that the enhanced transparency
of the MCS ticker decreased the likelihood of informed
trading by holders of multiple-voting shares. Importantly,
I find that non-voting shares had the largest increase in the
bid-ask spread (1.37%). Overall, the evidence of increased
(cost of) illiquidity of MCS stocks due to enhanced
transparency is consistent with the information content of
market trading in response to public disclosure (Kim and
Verrecchia, 1997) and with the findings of Harris (1997)
who conclude that changes in transparency result in
increased transaction costs or reduced liquidity.

As a conclusive postulate, the negative and significant
effect of the tickers’ re-symbolizing rule on the stock
returns and the two liquidity measures seems to be very
related to changes in the information content of the
involved stocks. Enhancing market transparency through
an increase in the ticker’s informativeness seems to
reduce the ability of controlling shareholders to utilize or

generate private information.

The Abnormal Return, Turnover, and Bid-Ask
Spread Effects of the TSX Decision to Remove the Ticker
Re-Symbolizing Rule
The table below reports the results of standard-event study on the effects
of theTSX decision to discontinue the use of the ticker symbol extension, on
returns (RETN), turnover (TURN) and bid-ask spread (BASP) of the involved
stocks. Average abnormal and cumulative average abnormal levels of the con-
sidered variables are reported in Panel A and Panel B respectively. The symbols
$, *, **, and *** denote statistical significance at the 0.10, 0.05, 0.01 and

0.001 levels, respectively, using a 1-tail test.

Day RETN TURN BASP
-10 0.58* -0.12 0.06
-9 -0.11 1.22%* -0.01
5 0.64$ 2.31% 0.08
0 0.43 -1.07 -0.12%
5 0.38 -12.42%** -0.12%*
Event Window RETN TURN BASP
(-10,-1) 1.99%* 35.98*** 0.23
(0,+5) 1.51%* -36.87*%** 0.17
(-10,+5) 3.50%** -0.90 0.40
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It is important to point out that, recently, the TSX
decided to discontinue the use of the new symbol rule
for MCS. In its press release of December 21, 2005, the
TSX stated, “These changes are the result of an extensive
consultation process with market participants—many
of whom had been lobbying the TSX Group for changes
to the 2004 symbol modifications.” It is understandable
that those market participants might have incurred
some costs in their portfolio due to the enhanced
informativeness of MCS tickers. I run a similar event
study to test the effect of the discontinuation of the TSX
symbol extension on the return, turnover, and bid-ask
spread of the involved stocks. The sample used for this
analysis decreased to 82 stocks, the event window was
also limited to five days after the announcement day
because data for 2006 is not available. The event results
are reported in Table 2.

The distinguishable result in Table 2 is the positive
and significant cumulative abnormal return across
the different event windows (e.g. pre- and post-
announcement). The pre-event run-up suggests
again that market participants anticipated such
announcements (i.e. information leakage). The
cumulative abnormal turnover effect lends support to
this argument, as I find a significant turnover increase in
the pre-event window followed by a significant turnover
decrease in the post- event window. The event had a
neutral effect on the bid-ask spread, suggesting that no
significant information change was associated with the
TSX decision to discontinue the use of the ticker symbol
extension. Yet, the evidence that this (off) event affects
prices and disrupts trading of the involved stocks leans
toward the argument of investor irrationality in periods
of confusion and potential market manipulation by

major participants.

In this paper I explore the economic consequences of
increasing tickers’ informativeness of stocks with non-
conventional voting structure. The results show that the
TSX re-symbolizing rule has a negative and significant
impact on securities prices of both multiple and lower
voting classes. The results also show a significant
decrease in the liquidity of the involved stocks, with the
most severe decrease incurred by the lower voting class.
The evidence in this paper is of particular interest as it
suggests that strengthening market disclosure by making

tickers of public firms more informative seems to have
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a positive impact on investors’ ability to price-protect
themselves. The results lend support to the argument
that holders of lower voting classes revised downward
the assessment of their holdings for further price-
protection against potential corporate expropriation.
To some extent, the evidence in this paper stresses
the importance of enhancing market transparency in
curbing private benefits. Finally, the event results of
the TSX decision to discontinue the use of the ticker
symbol extension lean toward the argument of investor
irrationality in periods of confusion and potential

market manipulation by major participants. I
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1. In Canada, securities market regulation is fragmented and is a matter
of provincial (or territorial) jurisdiction. Currently, there is no legal
prohibition or restriction on MCS structures for companies issuing
stock, neither by the provincial securities commissions nor by the
Toronto Stock Exchange. However, under certain circumstances,
holders of restricted securities may vote on a one-for-one basis with
the multiple voting security holders.

2. In this section I discuss average abnormal and cumulative average
abnormal levels of the considered variables; however, similar
patterns are found for median abnormal and cumulative median
abnormal levels, suggesting the reported results do not seem to be
driven by outliers.

3. See for instance the TSX press release (December 21, 2005).

4. This can be plausibly explained by the desire of the market
participants to “spread their trades over an extended period in
order to reduce the price impact” (Kaul et al. 2000).



