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Abstract

Using a sample of 28 stock markets, this chapter

presents an empirical exploration of the effect of

American Depositary Receipts (ADRs) on

emerging market development. We examine the

role of ADRs on three aspects of market

development: openness, defined as the degree of

market transparency and reliability; liquidity, a

measure of market activity; and growth, which

attempts to measure the market’s ability to foster

the formation of new enterprises and encourage

economic growth. The preliminary evidence from

the study is mixed. ADRs are instrumental in

increasing openness, but negatively impact both

liquidity and the ability of the local market to

foster economic growth. Also, the effect of large
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firms listing ADRs is detrimental to the

development of the local market.

The author would like to thank Mark Seasholes for

access to the IFC Emerging Markets Database,

Guillermo Babatz for helpful discussions, and

Chris Allen and James Schorr for help in data

collection.

This is a preview of subscription content, log in via

an institution.

Chapter EUR   29.95

Price includes VAT (Poland)

Buy Chapter

eBook EUR   85.59

Price includes VAT (Poland)

Buy eBook

Softcover Book EUR   106.99

Price includes VAT (Poland)

Available as PDF

Read on any device

Instant download

Own it forever

Available as PDF

Read on any device

Instant download

Own it forever

Compact, lightweight edition

Dispatched in 3 to 5 business days

Free shipping worldwide - see info

https://wayf.springernature.com/?redirect_uri=https%3A%2F%2Flink.springer.com%2Fchapter%2F10.1007%2F978-1-4615-1623-1_7
https://support.springernature.com/en/support/solutions/articles/6000233448-coronavirus-disease-covid-19-delivery-information


Buy Softcover Book

Hardcover Book EUR   106.99

Price includes VAT (Poland)

Buy Hardcover Book

Tax calculation will be finalised at checkout

Purchases are for personal use only

Learn about institutional subscriptions

Preview

Unable to display preview. Download preview PDF.

References

Alexander, G.C., C. Eun, and S. Janakiramanan

(1988). “Asset pricing and dual listing on foreign

capital markets: A note,” Journal of Finance,

42:151–158.

Amihud, Y., and H. Mendelson (1986). “Asset

pricing and the bid-ask spread,” Journal of

Financial Economics, 17:233–250.

Bekaert, G., and C. Harvey (1995). “Capital

markets: An engine for economic growth,”

Working Paper, Stanford University, Palo Alto, CA.

Black, F. (1974). “International capital market

equilibrium with investment barriers,” Journal of

Durable hardcover edition

Dispatched in 3 to 5 business days

Free shipping worldwide - see info

https://www.springernature.com/gp/librarians/licensing/agc/ebooks
https://page-one.springer.com/pdf/preview/10.1007/978-1-4615-1623-1_7
https://support.springernature.com/en/support/solutions/articles/6000233448-coronavirus-disease-covid-19-delivery-information


Financial Economics, 1:337–352.

Choi, F.D.S., and A.I. Stonehill (1982). “Foreign

access to the US securities markets: The theory,

myth, and reality of regulatory barriers,

Investment Analyst, July, p. 17–26.

Cochrane, J.L., J.E. Shapiro, and J.E. Tobin (1996).

“Foreign equities and US investors: Breaking

down the barriers separating supply and

demand,” Stanford Journal of Law, Business, and

Finance, 2:241–263.

Domowitz, I., J. Glen, and A. Madhavan (1997).

“Market segmentation and stock prices: Evidence

from an emerging market,” Journal of Finance,

52:1059–1085.

Errunza, V., and E. Losq (1985). “International

asset pricing under mild segmentation: Theory

and test,” Journal of Finance, 40:105–124.

French, K., and J.M. Poterba (1991). “Investor

diversification and international equity markets,”

American Economic Review, 8:222–226.

Foerster, S.R., and G.A. Karolyi (1998). “The

effects of market segmentation and investor

recognition on asset prices: Evidence from

foreign stock listings in the US,” Working Paper,

University of Western Ontario, London, Canada



Gande, A. (1997). “American Depositary Receipts:

Overview and literature survey,” Financial

Markets, Institutions & Instruments, 6:61–83.

Hargis, K. (1997). “ADRs in emerging equity

markets: Market integration or fragmentation,”

Working Paper, University of South Carolina,

Columbia, SC.

Hargis, K., and P. Ramanlal (1997). “The

internationalization of emerging equity markets:

Domestic market development or market

retardation,” Working Paper, University of South

Carolina, Columbia, SC.

Henry, P.B. (1998). “Stock market liberalization,

economic reform, and emerging market equity

prices,” Working Paper, Stanford University, Palo

Alto, CA.

Kadlec, G.B., and J.J. McConnell (1994). “The

effect of market segmentation and illiquidity on

asset prices: Evidence from exchange listings,”

Journal of Finance, 49:611–636.

Karolyi, G.A. (1998). “Why do companies list

shares abroad? A survey of the evidence and its

managerial implications,” Financial Markets,

Institutions & Instruments, 7:1–60.

Levine, R., and S. Zervos (1995a). “Stock markets



and banks: Revving the engines of growth,”

Working Paper, The World Bank, Washington, D.C.

Levine, R., and S. Zervos (1995b). “International

capital flow liberalization and stock market

development: A cross-country event study,”

Working Paper, The World Bank, Washington, D.C.

McConnell, J.J., H.J. Dybevik, D. Haushalter, and E.

Lie (1996). “A survey of evidence on domestic

and international stock exchange listings with

implications for markets and managers,” Pacific-

Basin Finance Journal, 4:347–376.

Merton, R.C. (1987). “A simple model of capital

market equilibrium with incomplete information,”

Journal of Finance, 42:483–510.

Merton, R.C. (1993). “Operation and Regulation in

Financial Intermediation: A Functional

Perspective,” in P. Englund (ed.), Operation and

Regulation of Financial Markets, The Economic

Council, Stockholm, Sweden.

Miller, D. (1999). “The market reaction to

international cross-listings: evidence from

Depositary Receipts,” Journal of Financial

Economics, 51:103–123.

Mittoo, U.R. (1992). “Managerial perceptions of

the net benefits of foreign listing: Canadian



evidence,” Journal of International Financial

Management and Accounting, 4:41–62.

Moel, A. (1999). “The role of information

disclosure on stock market listing decisions: The

case of foreign firms listing in the US,” Working

Paper, Harvard Business School, Cambridge, MA

Rajan, R.G., and L. Zingales (1998). “Financial

dependence and growth,” American Economic

Review, 88:559–586.

Sellin, P., and I.M. Werner (1993). “International

investment barriers in general equilibrium,”

Journal of International Economics, 34:137–151.

Stapleton, R., and M. Subrahmanyam (1977).

“Market imperfections, capital market equilibrium

and corporate finance,” Journal of Finance,

32:307–319.

Stulz, R.M. (1981). “On the effects of barriers to

international asset pricing,” Journal of Finance,

25:783–794.

Stulz, R.M., and W. Wasserfallen (1995). “Foreign

equity investment restrictions, capital flight, and

shareholder wealth maximization: Theory and

evidence,” The Review of Financial Studies,

8:1019–1057.



Author information

Authors and Affiliations

Harvard Business School, USA

Alberto Moel

AAA Asset Management, Brazil

Alberto Moel

Editor information

Editors and Affiliations

Fletcher School of Law and Diplomacy, Tufts

University, USA

Laurent L. Jacque  & Paul M. Vaaler  & 

HEC School of Management, France

Laurent L. Jacque

Rights and permissions

Reprints and permissions

Copyright information

© 2001 Springer Science+Business Media New

York

About this chapter

Cite this chapter

Moel, A. (2001). The Role of American Depositary

Receipts in the Development of Emerging Markets. In:

Jacque, L.L., Vaaler, P.M. (eds) Financial Innovations and

the Welfare of Nations. Springer, Boston, MA.

https://doi.org/10.1007/978-1-4615-1623-1_7

.RIS .ENW .BIB

https://s100.copyright.com/AppDispatchServlet?publisherName=SpringerNature&orderBeanReset=true&orderSource=SpringerLink&title=The%20Role%20of%20American%20Depositary%20Receipts%20in%20the%20Development%20of%20Emerging%20Markets&author=Alberto%20Moel&contentID=10.1007%2F978-1-4615-1623-1_7&copyright=Springer%20Science%2BBusiness%20Media%20New%20York&publication=eBook&publicationDate=2001&startPage=127&endPage=153&imprint=Springer%20Science%2BBusiness%20Media%20New%20York
https://citation-needed.springer.com/v2/references/10.1007/978-1-4615-1623-1_7?format=refman&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-1-4615-1623-1_7?format=endnote&flavour=citation
https://citation-needed.springer.com/v2/references/10.1007/978-1-4615-1623-1_7?format=bibtex&flavour=citation


DOI

https://doi.org/1

0.1007/978-1-

4615-1623-1_7

Publisher Name

Springer,

Boston, MA

Print ISBN

978-1-4613-

5646-2

Online ISBN

978-1-4615-

1623-1

eBook Packages

Springer Book

Archive

Publish with us

Policies and ethics

Search

Search by keyword or author

Navigation

Find a journal

Publish with us

Track your research

https://metadata.springernature.com/metadata/books
https://www.springernature.com/gp/policies/book-publishing-policies
https://link.springer.com/journals/a/1
https://www.springernature.com/gp/authors
https://link.springernature.com/home/

