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The Determinants of the Purposes of Stock Repurchases in
Taiwan's Listed Companies: An Application of the

Multinomial Logit Model
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Abstract
This study adopts the Multinomial Logit Model (MNLM) to analyze the influencing factors of the

purposes of stock repurchases in Taiwan's listed companies from 2000 to 2003. There is strong evidence
that the key factor to affect the purposes of stock repurchases are the price-book value ratio (P/B ration),
debt ratio and industry type from our empirical results, regardless of the discrete change analysis or odds
ratio analysis. For both of financial industry and electronic industry, the purpose of stock repurchases is to
transfer shares to their own employees (that is to maintain the optimal capital structure) instead of
maintaining company value.

Keywords: Stock Repurchase, Multinomial Logit Model (MNLM), Discrete change, Odds
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