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Abstract

For IPOs, growth opportunities are not only a determining factor in the offer price and
the initial market price, but also on long-term price performance after the offerings. In this
study, we find that the difference between IPO offer price and current fundamental value is
a signal for growth opportunities, which in turn are positively correlated with the long-term
price performance. However, growth opportunities appear to lead to excessive demand for
IPOs to promote optimistic valuation after market, but the market correction of the
overpricing is not conducive to long-term price performance. In addition, the evidence
shows that IPOs are systematically overvalued at the offer price and the subsequent price
relative to true value; therefore, employing the initial return as a measure of underpricing is
problematic.
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SR ER A RS
-3 -2 -1 1 2 3 FAa bR i LR RAE
B o v (VIB)A (%)
Low 1 7.2 10.3 9.8 2.7 1.9 0.2 9.5 -1.0 -110.3
2 13.8 13.9 12.9 9.8 6.8 5.3 13.4 3.8 -72.1
3 11.8 12.7 16.3 15.0 10.5 8.8 14.3 8.6 -39.7
4 16.8 18.8 18.9 19.7 14.6 10.5 17.5 10.8 -38.0
High_5 26.9 24.7 30.3 29.3 24.8 22.1 24.9 23.1 -7.4
High-Low  19.7 14.4 20.6 26.5 22.9 21.8 15.4 24.0
7 19.5™ 337 77.27 749" 49.6™  34.0™ 385"  62.9™
i E E v (M/B) A e (%)

Low 1 9.8 10.9 10.8 6.8 5.3 3.4 10.2 2.0 -80.3
2 10.5 12.9 12.4 11.6 7.8 5.1 12.0 4.9 -59.4
3 10.8 16.2 17.5 16.0 12.9 9.8 14.4 10.5 -26.6
4 14.6 19.3 19.9 14.9 10.9 9.7 17.7 8.8 -50.4

High_5 25.4 23.2 27.8 23.6 21.8 16.5 22.9 15.9 -30.8
High-Low 15.6 12.3 17.0 16.7 16.5 13.0 12.7 13.9
Ve 7.7 18.9™ 5477  19.8™ 246 129~ 205"  20.6™
AR S 1% A MEKE S 5% A M EKE S 10% -
SORBEFRELE FLFRSEWE R ENLEN s A () B AR B AP E
A PEEC A G EE IR E (P FEL I Y- #F) L E2 RS S (ROE )R
doo AN B B EIE R o S B B BN KRB RS o T A en2 I BAE
0 BIE 4R * Kruskal - Wallis % # 2_°

pﬁﬁﬁimmﬂg“%ﬁ‘ RIS o f R
EEMN TR E ot EFREEE N GEE A LR LT TR

# £hn ﬁi&%ﬁﬁ&m4£ St R F SRS
ﬁmamayrnz{imﬁﬁéﬁ%yiﬁ@ﬁ%ﬁﬂ?%ﬁ’ﬁﬁ%*
LR 2.z # LA EF IR S m%f’?j‘#

|-
|
3.
?}

7 ST AR E RS s By MR
gimﬁww<ﬁ%,iﬁﬁ;aﬁ WSS E LG RE o F LT
K)o e B 4 39T prE T AR o ¥ ¢h > P {K* Givoly and Hayn (2000)#+
# e AF RS RAIETE B (accrual-based measure of conservatism) - 7% 14
%ﬁﬁpﬁ“%ﬁéig #ﬁ$wgﬁf”“”£ﬁﬁ“%”lﬁm?
1134&14_1 F 3 Hgm;vfl_ sy bR Rz EL PR EE Xy Eeopd

TEFRREIRAE DR (AC)E R ARG L hL T H T 0 &
‘f*‘;:i_”* AP R EE s e - ET RAGE B A, BT A

-

3

=+ I O
=

ok Jm &
P mf g © -

FTHBEEFFATREZ A FEEFRE EF G EEE A G EE 2P TR
A AEHEF S L FEIRE2L P BRI - FOEE FPL T FAFETIARRLGE L E

irA g E
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L O

d 3 F R RAEEIFMFE G wehl B4R (4 > Beaver
1970 ; Penman 1991 ; Fama and French 1995) » #t12 + % pF V/B & M/B %+ & &
WA E R IR o T §EFIARRL B SIE S L
F AR5 enig m o R0 55 o Fama and French (1995)» # IR > ",f O E ko
SPRPE Pl A T R FARM > TP IR E S0 PR S
“’z Flae 4 A kendBbfiy T I IEHF o S5 iE- awﬁﬁm\ﬁ ELR
- EL A F R E (ROE,) ~ 2 @ 24 (Size) ™ 2 vms( M/B) g2 2
7 *Ms_m* 7 38 (SizexVIB & SizexM/B)7| & ¥4 %8 2 ¢ > VIB (& M/B)
3R ﬂ&ﬁ&.“”\ﬂ%ﬁﬂ éé%ﬁjﬁm$3%€gﬁm@ﬁ’m
4%_? Hom- o FTr EEERHECORGETE o p s S FI P ow g F AR
?ﬁﬁﬁ%%&i%§$W$%%’FFUﬁﬁijﬁﬁgﬁﬁﬁ%?ﬁ§$
& (AC)% (T4 %H gk T bkt 3 pFVIB B8 M/B &2 A ki L {8
EAWPIF ORI R R A NS e & (FFE) EESEAL
EIRP S 7 A6 T gf*“fkiﬁ-ﬁ ARBRDOFELFLI D -
(4) & Tl Ra? » % 7 ROE, 513 Lk & crpdl 94t - 4 0%
b2l I M- 2 I NP SEENE AP 1 AR T *%;lj*f‘* 4 -

Yod QAR YA FEHVIB B M/IB B P EA2E 2 A
;"‘lﬁm&g\%nﬂzﬁm""‘i’(PiK REME, 28 B VIBREF?T
fEfEa 4 g 0 hige £ wﬁgwRHwMFwaﬁ%\mm%n%,ﬁg,
1L M/B G A 2 i §F SN e B 1S RPA W] G 15% ~ 0% ~ 2% 6% o A~
ROE , 3 4% B P 7 AT XA EV/IB > A kEA fz@ i 4 -2 ROE,
A KRS G PR R ROEL RIS P 1 MB # A kik
Fledgiplic 3 o TP F - ELT Fw Enf7e o B B rFH B g
PAREIREEFEE - 2R E VB (M/IB)E o 2 Hfiban 3 8 B4 %
Bioo 4 T RTH - B o

e AuER S EAFARFEATEER&E DS ST 0 VIBHEA R
Flensgiplic 4 E B MB-» 2353 » + 35— #5090 d 55 (ROE,)
AR O MB TEI A RE A IR A 0m T € RIS DT
RO E =7 R TAR %Vmﬁikﬁﬁmﬁ¥w%o%u’%*%1#

3]

2PATOVBEAYG R AR EHEFERE-

N

el
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F 4 RRBAGUEAZ AR - RS R AT A A L X

EHE—F i
i EHE=F By Ak
(&%)
=2 =3 =4
=1

Panel A : 74§ F-i te 2 @& 54

Inercept  0.0617" 0.044™ -0.072 -0.091 -1.309 -0.069" -0.080 -1.749™"  -0.056" -0.061 -1.220™"

P ek Ak ek ek Tk ok ok

V/B 0.135 0.120 0.176™ 0.159™ 1.817° 0.144 0.135"  1.904 0.123 0.120 1.478
ROE 0.148" 0.166 0.071 0.087  -0.054 0.036  -0.027
AC 0.187 0.463 0.599*
Size 0.082 0.114™ 0.080 ™"
SizexV [B -0.106° -0.114™ -0.087"*

Adj R 0.634  0.639 0.057 0.051 0.052 0.070  0.065 0.098 0.105 0.100 0.149

Panel B : A BAFALZ OGS

Inercept 0.057

— ok

0.006 -0.031 -0.111 -0.427 -0.088 -0.133"" -1.267 -0.101"" -0.128 -0.885

M/B 0.085  0.008 0.066 -0.055 0.087 0.105" 0.035 0.532 0.117%*  0.074* 0426

ROE_, 0.730™* 1.145" 1.104™ 0.656° 0.501 0.402°  0.287
AC -0.195 -0.524 -0.703*
Size 0.022 0.079 0.054
Size<M/B -0.009 -0.032 -0.022
Adj R 0.150  0.398 -0.001 0.029 0.012 0.019 0.034 0.041 0.055 0.065 0.092

s
ES

CUMRERERES 1% TRERFEKES 5% TRBAFEKER 10%-

B THSBETHEFEELEEARRCRENEEN - o T 2@ 5HE X o d b8 # R R AL R S 698K
71+ ROE ,=a,+aV/B(or M/B)+a,CON +¢.

BREHBETEOFSF2RREERHAF(RoE ) (ETEFBHETERE—F - t=1 - JstBIE) » GHEHEY T
L AR REFEL (B SEdREH) AFAEEL (B> ShREEH) A RSk EHS, > Bl
(CON )R 53] B LT AT — 2 R f BB ROE_ DR ETAT @3 AR TRAMHEM(4C ) » LFAT—F2a R
B (Size » AEUAREE)  URETH—F2ARER LT REPEW(SizexV/B) (R ETiT—F 2 RS
TEBEL » SizexM/B ) WIREIA -
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s R EBE P RBE 2 A BRRSS
1945+ - &k 4552 % B 0 51 Rhodes-Kropf et al. (2005)#r fz & 12 §
B A A R RRE R E RRFL AP AT RN
TR A (3)N A A O R B AR % B A A RS
’;,\,TP ﬂﬁ g sck o AGPIE @) TEEFNES B NEHRES LB EHTF
NPT A ;% AR H BN A PO E ’J‘—x% mg;_zgg 0

N

EBEHNF AR TP
PP FRERR- A URBE) S AR D G E R AR

PRTERFFRRES P R RO T F RO ERGFREE
A ’i"fﬁ%’a‘rﬁﬂlﬁaﬁ— R (FH TR R REF S KT AT (57 H
+

FARE o AREALSTH>MNEFRFWM)2 TS g
Up = 4, + B,Gp + B,Wp + B,Dir + B Writer + S Age + S, Amt + 3,Size + Syld + ¢ . 9)

R FAFPHFEG AT 27 RHITFIRETFRRGT M F
L S B R Sl K S M L AN L
3 (4> Titman and Trueman 1986 ; Beatty and Ritter 1986 ; Tinic 1988 ; Grlnblatt
and Hwang 1989 ; Ritter 1991) S5 # # * &2 2 @35 % b *G 40 M ¥ BB @
BREEE R R QI AERL G| (Dir) s KA BE (Writer )P w2 7 a%»‘i
£ (Age) ~# 7 £ P~ (Amt)ME 2 @R (3w - £ F Fior ZEE
B i) (Size)‘:ri spteh s e A EFE ()05 Y - AR (3 AHE
2 ld=1> 2&p 5 0); FHEEE7 A5

S 4l BB s Megginson and Welss (1991) e 2 » r-REFE 0B ik &G KA RN
%ﬁﬁz’ AU TR AR ATUORA T RINATRRA T et K5 R R e ik g

10 z\&*“ﬁi#ﬁ [ E’T—f‘i’ﬁ PR A L Flp o BRI A FEAPHA ETL A FEAIFE
I PHAE FRRLYEME - T2 PR Vﬁi RTF UG RREF T FREEE RS
HBRES-FURBE -HBRTFEE
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-{ﬁ
(ﬂ}
=
15
-~
e
3
I
(\x
b}
g

A5 S AP EHNFH LG hFB PR

Intercept -2.949™ 0.578 0.759
0.759™ 0.699™
Gp [1.415] [1.426]
0.794™
Wp [1.056]
Dir 0.256™ 0.226™ 0.101
[1.086] [1.088] [1.119]
Writer -0.017" -0.021" -0.016
[1.089] [1.094] [1.104]
Age 0.021 -0.006 0.026
[1.362] [1.363] [1.366]
Amt 0.028 -0.215™ -0.251™
[1.762] [2.019] [2.206]
Size 0.114 0.081 0.114™
[1.624] [1.630] [1.638]
Id -0.043 -0.202" -0.190™
[1.341] [1.373] [1.374]
Adj-R? 0.047 0.379 0.650

AN E K 1% A E K 5% 2 F K 10%-
[ 1P 5% B9 7% (variance inflationfactor, VIF) = 12 & # 2§ #3(Up )¥t = & # ¢ (Gp) ~ A £ 8%

F(WP)2r & T il R it (7 e ff 2 SR S e
Up = S, + B.Gp + B.Wp + B,Dir + g,Writer + S, Age + S, Amt + 3,Size+ S,ld + &
AR e PFEEF A LI A gt 6)(Dir) » R ER (Writer) ~ 3 #2782 B
(Age) > # 7 &P HEc( Amt )1 2 2 @040 (13w - &3 F o~ Bofiic) (Size) M2 47 A ¥ 56
BEFE (D i #EEMNG L 245 0 (AEAHFLLLI08P )o
# SR R R Rl A AT R R
RN —,1_%?&5* W F R E RN GI LB FN § NI LR AR g
*"Rﬁ’*ﬁé BEGTEARK S FH RN LG ARRARE 2t Y BT BT EH
"5‘“ MERRL L% AW B LR R 5 LR AT%
SRR A » A ﬁﬁg ﬁimﬁ'al%fﬁ,—gfﬁ“"ﬁz‘}ﬁiﬁﬂﬁi %
(”Wﬁl%%¥ki’ﬁ%A A EARE  F W T AR S ARG o - B
%ﬁb%ﬁa%wﬁ %%Lm*%*m11@¢;$$£$ﬁﬂ&ﬁﬁﬂ

i v iz (Allen and Faulhaber 1989 ; Welch 1989) - EFRCY Y o W R e
FEMER 6P M ABAS T 37.9% 7 wwgﬁgm%ﬁiwﬁ&

Ev»}; %arvg:rﬁﬁn;@w; P 'ffé@:“ ,xfﬂ P\;‘*K&J;}jﬁ;r‘u; p}i,;kédr‘;, ;2;533
o FEFEFE L ﬁi‘a‘%' | BB ET LR FL B EIAR] F S
HAF ARG FHRETY - ¥ 21 FHAEERF P E (Wp)H g
LI% TR o A bEfs- P A p F8c? L4 AEFPF g
Boo HEF WA AL E AR P ﬁﬁé*%ﬂ%“i@’i*%ﬁﬂi
Wiy ® T T @ 2 gt — R fcehde » 0 R E R GEHCE ] T R R
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$]65%  H 3 o gt - FaECEF H LR BRPFRB SR AL p 0 PR A L AF L K
*mﬁmlfﬁ%&’“ﬁ’ﬁ$%ﬁm%%ﬂﬂk¥ SRR TR AR S
AR AR (B) THARRARS (] ) 23T EIFARS ;ﬁ—%i?vfﬂéi?sﬁf*ﬁé
«Mﬂp B R 0 AT D 2P R R o d
L R al i [V(H.t,a) b] » A FF#rE DL 5 VOa,)-v(0:2)]
SR R B AR L VOe)-b] 0 I 0 A p RS Y B R R
m@mmwmxgﬁ%&kﬁwwﬂé s AT PR AR (p,)
AE()E- BREL DL B A LI 4P F(m )EFEFEF FAFA
PR 0 T EES R BT R R g B @4 AR Bt
AT R o 30T Has R ([m, v e )DE > E g (V0 a))—b])RA s i
ﬁmﬁbﬁé%wﬁ’uﬂﬁpém%%w%°pwﬁ$%%“%+*%ﬁ%
TRZEEORNT - S MAEFEIHET TR BRI P LRE - Hx
ﬁggﬁ;pq °

5

TERBFERE AT EFAEE s R EF T
G #Eéa"s FHRERBAFFTR 22 A2 TRFHEDBIR - 0 HREW
FAeT (50 ?s?;ﬁ?z\»ié C RIS A 2P H(EREROL T RS g

Lp = g, + B,.Gp + BWp + S,Dir + g Writer + 5. Age + S, Amt + f,Size + Sgld + ¢ . (10)

(10)5° ¢ » BREGFTHAAH T EF G EMFEDHE TR > L&
2P REG AL PEEAERWILE > ARA 0 ANATEI 2P R R anTR b
%ﬁ&é%ﬁ@ﬁﬁ%Pﬁ?ﬁw%?E?%E*%ﬂ(é)a%ﬁﬁ’ﬂﬁ’
T r Q)87 ehE AT 3 2P R G RET LR T EAT RS
F|3t 4 6o



BRI

T fe s RS SR e

FARE TR AGRE S LR

26 AEFPE  ~EPEHNIRTFRFVFLHE

69

Bk 59 2 #hiE (Lp)

Intercept 2.452"" -0.806 -0.759
0.135 0.206""
Wp
[1.048] [1.056]
-0.684™ -0.699™
Gp
[1.415] [1.426]
. -0.118 -0.069 -0.101
Dir
[1.118] [1.088] [1.119]
_ 0.011 0.014™ 0.016™"
Writer
[1.098] [1.094] [1.104]
-0.053 -0.034 -0.026
Age
[1.364] [1.363] [1.366]
0.032 0.260™" 0.251""
Amt
[1.778] [2.019] [2.026]
. -0.146™ -0.122™ -0.114™
Size
[1.631] [1.630] [1.638]
d 0.044 0.187" 0.190"
[1.341] [1.373] [1.374]
Adj-R? 0.047 0.450 0.474

oA &E—?'ki%*; 1% ;

AR FEREL 5%

‘%W%«ﬁim%

[ % % B %38 F]# (variance inflation factor, VIF) - F AN (P )= K¢ (Cp) - & £k
;:(Wp) AR R L REN T (50 ﬁ;ﬁ Fid o LA 2PN EREFWN)Z T
v )

Lp = S, + B.Gp + BWp + B, Dir + g,Writer + S, Age + S Amt + 3,Size + Syld + ¢ -

ER AR > T T E G A B)(Dir)  RH [ BB (Writer)~ P R 27 A2 £
(Age)~# 7 £ Hi( Amt )1 2 2 7 RH0 (3 - & ¢ £ r i) (Size) M2 272 %%
FnEER (I S PHEMNZ L AL 0) (AEAHFLL AL I0EP )

,_L ,%&37‘ -ﬁ?&“‘k%%ﬁ:r ) ’#»_E%#&’;;‘;i7:§-}—%"§‘-? 'ﬁ)rﬁ Lf%',.}/ifr:f;?i
= 7?@ ‘#7@1;? &F‘—?J_@Z*‘ z\‘r%”—kFﬂgii%:&?%r’gif%éﬁ%ﬁuﬁit’

ﬁ&iﬁod*mw+m@ﬁ?7’
ik JF RS - A AR g e K #ﬁgg"*ﬁiﬂfﬁﬁ" & %g‘i /’v\ 175 % dn
A& g ARF "’ﬁﬁ’é?il EEF B LY PV HBANN ERFE -
#sﬁw“‘ B2 st o 2 AR« R 2 45% 0 T A S RS g R D

k& ‘Herl”ﬁmn% IE“ ﬁf% L?’E‘Qm% TR H; 2 IR
o P A E 2 A R OR
ﬁ_? QI%%&_EE g]ﬂg%ﬁi\"’ﬁLZI-&r'F?'%5ﬁ”i-ﬁ.3$%’ﬁ?P’fé

\\{.
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B P R E SR B EH IR R ES O BT RG
F oo J)ﬂé?-ﬁw%m'aﬁf’q“’%%%ﬁamkﬁﬁ‘v\ﬁﬂlﬂ&&*rﬁ&g”

S g o

'3 Yk f;;% IRy

BENT AL T A EBEHITROBET > B B F A
' % 3T ’;\ﬁf%'mﬁ:_)iﬂ\rs’“r'i’*#”ffﬁ *:UM

=

Y
e S _
- = 3?3‘

ORI RRED
B AT DF o FANE AR TIRDEER A RIcF = o

BLV - SR BEET SR ASEPELTT 0 F A EEEoE A
AR FEOTEFERET O ARE AR LT RIF VIR E B F A
DRGSR A R A AR N RF TR AT M DALY E (SR
PEBEEHAAGE) M - FRPIE R £ Loughran and Ritter (2002) #t4p
dreg 41 (leaving money on the table)si % > #7107 > AR % & & F P F on
ER A

AYBR I AR R P S AP E N L MR T FER
%E’%iF?Wﬁ?%ﬁﬁﬁﬁﬁm%’ﬂﬁﬁﬁﬁiaiﬁﬂbﬁﬁﬁﬁ
T FAE S L REAL 2P H()EEF) THES L gR)

Mp = A, + BWp + B,Gp + BUp + B,Dir + pWriter + B, Age + B, Amt + S,Size + B,1d + ¢ .(11)
DR BB D AT BARE WA R R s T
PR AR RS EAEB W EE T REBE A NP B EARE A
FERN R ETFRTEARE AL B TR T M (9)50 ¢ T
Bt AP BE SF B S A R REFEE SN A T

TR GIRM AT CRRE RGBS 20 5 BAER R E AR (R ) F ARG EE 40 Ao
HHEERAL /A S LR BT LR LTS 15 A (PHN LR G EDRF IR T5%) P
ISR A A 5 (ARETE 5 i IR R 14%) 5 A EPERE FOL P (R ) 9
R EEBE S M ER R B2 A M R R AR R A 125 (RET LR Y SR
B 60%) § MR £ E 3 A (AREPOHE 7 i IR 9%) o R ARt RS el
WRER R G F G ARRA R AR R A i KRS R



BAEE S e 4 - S E SR LR R H R LB n

27 FEPECAEFPREHD SRR TLRR

Mp Ratio
Intercept 2,046 -0.681 -0.115 -0.141 0.793
Wp -0.869"™ -0.048 -1.561"
[1.048] [1.888] [3.029]
Gp -0.694" 0.049 0.033 1,372
[1.415] [2.188] [2.599] [1.888]
Up -0.980™ 10,953 1.408™
[1.694] [3.029] [2.600]
o 0.198"™ -0.309™ -0.088"™ -0.086™ 0.044
Ir [1.118] [1.088] [1.133] [1.135] [1.135]
. 0.018™ 0.027" 0.007" 0.007™ -0.007
Writer
[1.098] [1.094] [1.161] [1.170] [1.170]
Age 0.017 0.074 0.068" 0.067" -0.435"
[1.364] [1.363] [1.363] [1.368] [1.368]
A 0.102 0.263™ 0.053 0.061" 0.431"
mt [1.778] [2.019] [2.130] [2.296] [2.296]
Si 0174 0.111° 10.032 10.036 10.019
12€ [1.631] [1.630] [1.653] [1.716] [1.716]
I 0.096 0.242 0.044 0.049 0,510
[1.341] [1.373] [1.402] [1.419] [1.419]
Adj-R? 0.387 0.343 0.908 0.908 0.162

HOTTIAREREL 1% AR FKEL % TAREKEL 10% -

[ 1M 2%BwE 'ﬂ%(varlance inflation factor, VIF) » # 34 3= (Mp ) 2 £ Z(Wp) ~ = £ 48

§(Gp) 2 Ll Rl @ FREH 40T (20 fF4E L RESL 27 0([)EPFR@OL T S

DETIOE

Mp(or Ratio) = g, + SWp + 5,Gp + SUp + B,Dir + gWriter + S, Age + S, Amt + S,Size + f,1d + ¢

LA R > FHIIPEETE R FRAFL G(Dir) ~ RHH B (Writer)~ w9 8 2 T

(Age) ~ # 17 P~ ¥ lc( Amt ) 2 2 PR (3 5 - & § e~ Boftii) (Size)» M2 27 A ¥ 50

AERE (1d 1403 PHERS 10 145 0) (AEAMERGELI0RM )0 13> ¥ - (v 53 Hg e

AR 2 F R R K3 (Ratio)R] 5 408 7%k d ¢ Bk dat o

FoWLE I"*ﬁfa’ FREEREHT FEITERTEARE BN

AR EARAF B HARE G Y EL %@?%ﬁ&a~’%&@:
R &A%N#*’* BB RT AT A
fos LEBRZT B IE A0LS -R&$%@ﬁ’$£%gﬁ$’ﬁ
B PR AR AR 0 AR B AT R B R
FAEE OB B ¥ FAher g BHRLHARR L R T A
o RRERN B A o P B HEERE RS AR g B ek
FEBEN > B L E D B KA Gl § B FiE 1%FREKE S T
FEaoPARL Ry TIHEAR %,\"‘—*‘ BRI R UY RR S ARF o
o - O ) R R R T ;s #90.8% > gt - Bk AT B T
B § BT H SR S LR %\ﬁ e AE RS To ks C
o H P47 A XSk § ﬁﬁgn%z J:i’éﬁﬁ%fiif%iﬁi)i
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Rz~ p i B%ALE
ESALIE Ao U -
PR AR %?%?—ﬁ

ELR U +fm‘§«m bR AT

T EAS T FRF TR LTI

ﬂéiﬁiﬁﬁ&ﬁmﬁmw R iR
TR P E AT LY FEY P RS
Bie = f;;gf;; ﬁa%}%}ﬁ 0 B 5']*'?%

?é_ *q‘—- ;

= & %ﬁﬁé i fﬂﬁ’ iﬂﬂéﬁ‘i; ¥9 P-4 2R
(Ratio)? 1% 5 7 4= #p 45 F53 0 chif (4
&%—ﬁ°ﬁﬁ9ﬁ%%%w’§$%%
R G f B it 1% kg ¥ oK 7w
g o ¥ é‘k—f ﬂL'”& ' & q&@\g RTINS
—"i’ﬂf;»'? AREAREFHEFLOME AR
BT 0 - B %L B Miller

A ¥EpF ﬁﬁ‘{n:‘k‘t’\%\ bﬁgx%ﬁ ad
A4 T FIEER (2007):},;1 U
FTAREGFLIAEERY D 4R
(1977)5’1#;’“\?%,& Lo BUIEGR o

it AEmRRE a0 S R g o BRI D F LM > A X
;ﬁé?$£ gﬁ?%Paﬁ‘mLﬁﬂﬁpW%M%’ﬁt*QEﬁii
Bz ehipdp o ¥ ok & 8?1‘*“ P gt SRR RE RS
B VREY - GHF 2B FPRMINNGEEFLILE A
AR P T *’:t' FRo R RKEH S FREFRLRERY > UK
AR RARL > FRFF R AT Q-h;,\g\i* j\dfrzg X R mg%fgfi, m 3k
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The influence of growth opportunities on
the pricing and price behavior of IPOs

For initial public offerings (IPOs), the value of growth opportunities is a key measure
and is the most uncertain variable for the evaluation of the issuing companies, many of
which have no publicly traded price prior to the offering for reference. According to
Pagano, Panetta, and Zingales (1998), the likelihood of an IPO is positively related to the
market-to-book ratio prevailing in the relevant industrial sector. However, they also find
that the issuer's post-IPO investment and profitability are declining. They believe that an
initial public offering when the market-to-book ratio of the industry is high is not because
of a greater growth opportunity, but rather is due to timing. Ritter (1984) examined this hot
issue phenomenon and considered that many companies in the same industry chose to
initiate their initial public offering in the same period. Chemmanur and Fulghieri (1999)
indicate that the expected promotion of productivity in specific industries resulted in the
initial public offerings in the same industry in a short period of time; this emerged as a hot
issue. Therefore, growth opportunities and hot issues are related to the high market-to-book
ratio of the industry (firms).

As the value of growth opportunities is a very important part of the value of IPOs, it
is not only a key factor for deciding the issue price, but also influences the price
performance after the offering. However, high market-to-book ratio is caused by the
market’s optimistic evaluation, or growth opportunities, or both of these. This paper
investigates how the value of growth opportunity affects the evaluation of IPOs for
investors, the pricing of the issue price for issuers, and the long-term price performance
after an offering.

The abnormal initial return and poor long-term price performance of IPOs are part of
an ongoing dispute in the academic community. For the initial return, which is the first day
closing price minus the issue price divided by issue price, most researches explain it as the
underpricing of the issue price. In general, empirical evidences are supportive of the
information asymmetry model for the underpricing explanations. Conversely, Aggarwal
and Rivoli (1990) point out that the issue price is not significantly lower than its true value,
as the abnormal initial return is due to investors’ optimism or pessimism; that is, the
aftermarket price is actually mispricing. This aftermarket mispricing implies that due to
price correction, the return will be reversed, resulting in poor long-term price performance
after the offering. Brave and Gompers (1997) find that poor long-term price performance is
limited to IPOs of small size and high market-to-book ratio.

While growth opportunities can increase the value of a company, they also make
stock evaluation more uncertain and risky (Jacquier, Yalcin, and Titman, 2001). For IPOs,
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according to the information asymmetry model, whether it is to compensate for the risk
taking of investors, or to signal the company's value, the greater the growth opportunities,
the higher the degree of underpricing. However, Miller (1977) points out that there are
financial securities with short-selling restrictions and divergent opinions, with the price
determined by optimistic investors. The greater the growth opportunities of IPOs, the more
difficult a proper evaluation becomes; the more divergent the opinions, the more the stock
price will be affected by investor sentiment. Therefore, growth opportunities will result in
issuers grasping the opportunity for an offering or investors becoming over-optimistic; this
in turn will induce issuers to deliberately misprice the issue price or investors to
misevaluate IPOs.

This study follows the approach developed by Rhodes-Kropf, Robinson, and
Viswanathan (2005) to decompose market-to-book ratio regarding IPOs into several
components, including: mispricing by aftermarket investors, underpricing relative to
current fundamental value, overpricing relative to true value, growth opportunities (true
value-to-book ratio), empirical analysis pricing and the price behavior of IPOs in Taiwan.

Compared with previous studies, this paper provides incremental findings as follows:
In general, IPOs are systematically overvalued at the offer price and the subsequent price
relative to fundamental value; therefore, employing the initial return as a measure of
underpricing is problematic. Although the magnitude of the timing effect of the industry on
the investors’ optimistic misevaluation of IPOs cannot be directly confirmed, it will lead to
an excess requirement for IPOs from noise-traders. Furthermore, the difference between
offer price and current fundamental value is a signal for growth opportunities, which in
turn are positively correlated with the long-term price performance. The deterioration of
long-term price performance mainly reflects the correction of the aftermarket’s
over-optimistic price and the degree of overpricing that is the issue price being greater than
the true value.



