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Ln(OFFP) = B, + B,Ln(EPS) + B,Ln(BOOK ) + B,Ln(ADR)

+ B, Ln(TSB) + +B Ln(FEE) + B Ln(PROC) + B,Ln(PE _ MKT)
+PB,Y, .SECTOR, +V -U

)

EFIMLES - Frontierd. Lt A FEASFT =S 7 FEA L R BIRBEAT IO BUARAt v Al Th4h

RIT TR
R 1 TPO ENBEHLHTAT I AR AL - 45 R
. I Il il v \% Il
Variable Fullsample
(1996-2001)  (2002-2005) (2006-2007)  (2008) (2009—2010)  (2002-2005)
CONS -0.839 -5.237 -1. 564 -2.027 -0. 622 -0. 497 0.868
(-0.881) (-6.871) *¥**  (-2.546) ** (-0.589) (-1.621) * (-2.715) ** (2.357)**
LN(EPS) 6.017 9. 305 6. 099 3.167 4.879 2.534 0.451
(17.779)**  (18.122)***  (9.713)*** (4.624)***  (5.394)*** (11.206)*** (16.063)***
LN(BOOK) 1.011 0.093 0.490 1.750 0.392 1.418 0.1
(9.371)*** 1.046 (3.248)***  (5515)***  (10.113)***  (5.0442)*** (2.811)***
LN(ADR) 0.022 0. 341 0. 737 1.344 0.375 0.811 0.005
(-0.443) (-0.127) (-0. 648) (-0.565) (-1.372) (-0.553) (-0.201)
-0.017 -0. 002 0 0 0 0 0.033
LN(TSB) (-1.377) (-1.439) (-0. 000) (-0. 001) (-0. 000) (-0.013) (-1. 646)
0 0 0 0.002 0 0.173 0.028
LN(PROC) (-0.647) (-0. 947) (-0. 091) (-0.311) (-0.175) (-3.814)*** (-0. 935)
0.076 0.121 0.079 0.165 0.103 0. 107 0. 243
LN(MKCTPE) (10.778)***  (17.260) %% (6. 109) %0k (5. 685) %%k (8. 540) %k (13. 146) #ot (6. 530) sk
LN(FEE) 1.820 12. 715 10. 997 0.610 0.967 8. 358 0. 458
(10.019)***  (17.757) %k (14.401) %k (2. 060) #k (5. 439) ek (12. 846) #kk (11. 793) #ekek
RESOUICEs 1.129 0.019 0. 367 3.144 0 0. 189 0.002
(2.144)** (-0. 041) (-0. 621) (2.596)** 0 (-1.017) (-0.033)
Information 2.21 0. 666 1. 537 3.479 1. 168 5. 566 0.115
Technology (6.807)***  (2.383)sk  (3.921)kwk  (3.441)***  (1.759)% (9.136)*** (3. 116) sk
Electronic 1.329 0. 496 0. 158 0.882 0.120 2.411 0.035
Equipment (3.532)***  (-1.376) (-0. 394) (-0.881) (-0.527) (4.142)*** -0. 837
Pharmaceuticals 0.934 0. 448 0. 507 -0.837 0. 385 1. 339 0. 049
& Biotechnology ~ (2.829)*** (1. 785)% (~1.404) (-0.624) (-1.184) (6.505)*** -1. 42
2 8.195 3.099 5. 422 17.148 4.121 10. 289 R?
° (26.608)***  (19.405)##%k  (7.271)%%k  (10. 146) %% (8. 625) *k (23. 620) ok 0.898
0.000016 0.000014 0.874 0.000004 0.000281 0.000002 F-statistic
Y -0.004554 -0.004011 (18.359)*** -0.00094 -0.000672 -0.002039 186.476
LO%J:]'E?:LZOOO' -2920.2 ~1506. 3 ~443.8 ~505. 5 -979. 1 -2248. 6
mean efficiency 0.991 0.995 0.325 0.993 0.985 0.998
Sample 1700 759 245 178 77 441 245
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u*_{ei(csf/cz) if e =0

(8
0 if e <0

LEYR TS L BEN LRV IR SRR L, RIS AR W B REE (u” [ p™ ) S5 isELLE I
B B HEER CAIR, Adjusted Initial Returns) f 2% &«

air=a.+B Ip)+e (9

I R Won CnR2ME LI, Ll H IR 5 M 2 7 B A7 A 035 1 I AR GG
2 (FEL%IKE T B3, X R 12002~ 20054 X BEIN ], FRATTE SCIRT 8T B o2 A A i
R R T B A 3 [ R AT e AR R . (ERE A FIR-squared () R 12.7 %, TR B &
AT A% TR 42 SHANAN BB B8 R R 1K N B BB 1 1885 % [F IPOFIIT 1) 12.7% Eﬁm?_%%%, {1
2T 58 W R AT REAT) 2 W2 X AN BOIPO s 1 5 2 K 25

K2 ADREFE Cu” /pTD SRR EE HEER (AIR) KR4S

Variable Coeff Std t-Stat
o 0.479 0.0736 (6. 51) sk
ulp 2. 232 0. 3753 (5. 95) sk
R-squared 0.1270
F-statistic 35. 3661
Prob (F-stat) 0. 0000

W RPCREGIHERFRE, = > *3JIRR TS HTE 1%, 5%5 10%7K°1 5 3%

AIR=0.479+2.232u/p*
R-squared=0.127
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Primary Market Under-pricing or Secondary Market Over-pricing?--An Empirical Analysis and
Explanation of IPO Puzzles in Chinese Stock Market
LIU Yuhui SHEN Keting

Abstracts: In this paper, the authors examine the impacts of IPO underpricing on the
premium of Initial Public Offering in Chinese stock market with Stochastic Frontier Approach.
The empirical results show that with one of the five sub-samples, the IPO pricing is systematically
under-estimated. However, the intrinsic values of the IPO companies derived from Stochastic
Frontier estimation could be systematically over-estimated due to the special institutional
background in Chinese stock market. Further analyses show that IPO underpricing could explain
only 12.7% of the premium of Initial Public Offering, with the rest 83% be explained by the
secondary market overpricing.

Key Words: IPO system reform; primary market; IPO under-pricing; stochastic frontier
approach
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