RESEARCH ON CHINESE

IP Q PRICING EFFICIENCY

AND PRICING MECHANISM

PHIPOSEfY R
1t B BLABNSG

E O OXNERE =

’ B EFPOEMBEN “WR=KiFHA" — POHMERTT. MRKABEARUR .
| POAT I E— —HEERREMABFRLFENINEA, SASZHERALL.
FERETHPOX=ARREFERY, EEFEREHHL POFTAHNFERRE T

|
S-4 OF
51 l

B A4 ke siiniz



F832. 51
T868

RESEARCH ON CHINESE - ¢

IP O PRICING EFFICIENCY

AND PRICING MECHANISM

R IPORE B 3 %
H%kfi %ffﬂlﬂiﬂﬂfﬁu

B O XEr &

o [C VN T J ¥



FHERE: YTH
RERA: KEX
RENF: THEE

EBERSE (CIP) #iE

I TPO SE MR 55 A 558 LSS (Zhongguo TPO Dingjia Xiaol
yu Faxing Dingjia Jizhi Yanjiu) /##, XSRS —db st T ES
W4t 2010. 1

ISBN 978 -7 -5049 - 5368 - 1

oo T Q#-@% . OMSE—HAE—GFf—hE V.
@ F832. 51

PR RASE 434 CIP Btz (2010) 45001922 &

th i .
e ¥ E ok s 44 72
ik AR R AR ERE 2 2
IR (010)63272190, 66070804 (f£H)
M E A5 3E http: //www. chinafph. com
(010)63286832, 63365686 (fEH)
TEH R (010)66070833, 82672183
R4 100071
ZH WL
ERI 2 ERRIA BR 2 7]
AT RMBETT
R=F 169 22k x 239 oK
Elgk  15.75
FH 240 T
RRIK 2010 4E 1 A% 1 R
EPYC 2010 48 1 H45 1 ENR
EM 32.00 ¢
ISBN 978 —7 — 5049 - 5368 — 1/F. 4928
A BB HARAE G S B R IE (010)63263947



F?

HERAT S EBRSLLR, R R R B R T, FRALT
(IPO) EMH MM BAREA T H R H . B E H K0S 5 &S k3
800% , HEAE HBBAITHIIER, BMIEHETSH—KEFW, PO &
Wi BARFEAR TR R AT, (R T LA R & R4, HER
WA ATTG T 2 E R E U RS R R B RN A RIS . H—,
B THRRIT AN, — R MG RIRE B REAZAE, EM4
W HERREIRAR LT %A%, BTN BRI R RS, K=, i TH
JBCHR AT AR AS AR 1o A TC RUB i £, R o A 7 97 3 4008 ) % 4 ok A IR 2
— R FEBRTRE LS, B TRVEE, KT EMESTEEANY
REMENE, H=, EFRSNENENTIER ST HKRET
AN LT E A R XU, X BT A A I I8 Bl B 4 0 B I A

R TR TG RIE R 4 A IR AL B DI AR, BEEN K
BRI EMEITENM T NHHT T 2RAE, FREITHE M 2000 4
3 A 16 HEIERM B miEs], BT m R a s T e
T B R R BB E R M 2RI R, HIEE22i0d M _E 332 BiF
PR ST A 7 %, AER T Bl B B & AT R R B VR AR AR B (.
BT R R TZIRE T ? A AT B i 2172 XA REH
BRix—IZ?

RIRBERIR S| T ENAMREHEE KT, XT IPO M N Hff R,
BEGERTAERPI, KB AERBEIM, BIJCHMNEE N
BIBCRATI AR 75— AR TR/ BE AR AN, BDA I 2 R
B ETE H MR, WA KT PO MM AR KRR A R T

1
AR



th @ PO 2 Hr 2K 5 21T Z BrHUH B 5T

PRVEROTERG . FRVERE A B BRI A -, KiTTibe
BT, UAYETNSERSTGN, AHFENTRTIBHE. &
S RATHRIGT MR AR R AT I AT R B o 58—, TG RAB T Y.
AT, BERAZS MK E RS HMXNIARER, L
TGRS MRET NN, HA Y R HRENHESE T HNE
WHERT, B H BB R A PN R R AT IR B, SR, XAl
PRARAAE P BRI A B

v L TR 1 TPO SN Bk BT 77 P IE TPO M R A7 AE LA
N7 ) BE AR R 7 AR AT X X L6 ] AT T R GRS

H EES T 2 T RIZH 1 T S & vr B, ety il it
MEBIESHNY, RETESHN T AGH . B aEH SFHR s 20
KR ORI E A R B R E L TR . S, RERRE
AR ERERE TAAT, ERHRIETHE B BATR G E AL,
Bty FFES T HEELL T “ A" B2 “HE¥” MEP. XFORN
TR JRUES 508K B AS T BUR IR0 AV o BRORE 5 e 4 lb B o 1 o
&, HHSL R RTH L, REFRETREMETNE, EEiEH
FTBFBTHUER TG MBITE, X R A U BUR 3 A
MR IR, BUAE, JREESR T S M R 28 DY 1A il 4 B 3 B i i A
JRFHR, (B, XMATBOTRIB B — B, THRIZTFRRIATT
AR BA MRS o

TEC T FIUE S T 5 & A, th TS B A 1ol ol 3% gk B B9 H Y
RATHAN R E BT B AR R AAMR TR 2508 B E T R EA
wo BEAE S RHABSLE A FIHATERITREE, LA FRIKEA %
FPRUEZRAL, REERUT A T EA AR AR O T RS A AR A
AR EA BRI HR UK “TAAL” KK, EA ST B
RS EA BANE N BB, AU SR A& A AR SF R 13 B
Ty L . XA R T AR Oy B, BT E H AR R E R
SRR ZBIBUN B AR, G T RIT T PR R S T EA R
X AARBL— ELFFEE B 2005 4F K v 69 AL 7> B . 2006 4F 5 H IPO H
J&, BAATA HIEHEA S HUE R (BT R B R i B — &
W) o ik, T E SR E SRR, TS SR AR R — A




FIX TR (S MEREs) T = 8w A KR .

B SR K I ZE R BT s 5 . AE i “BARWIE” /) PO JF
K, WAHHEN THIHRAET % T . KOs B BT KR
TR, BVEH I T BUM BT 26, T JE 3 I 2 47 15 2 N
R PR B T, % 20 B )43 1 TPO i HERY TR
AT LA, A FRRAE— R A0 T 4 A MR 0 JXURG 7R R ok, MO T
B, RERFHERTTHER MR GEEH) —ER (R
H) BRI, (AT, FTEE AR SR . X
BEA R R T YRR AR Btk , AT T ok R, &
R R T R GRS A . FT LA, R 7 3 A 4 s M R T
TPO 41491 AL TR 1 T Tl

LETT 70 BAL T RS AT 0L T, it e B i e &
LT, R i R 4 SR A T REAR Aol (AT
THIES) 75 PO RATHAE h iS5 F0 40 WL, W%, — %l
Gz TR 2, ML T o E 3 5 PO I iy R4, A
JRT — TR B 25 o XY A o, LB O 7 A 1 T R i 25
T AR AT AR i R S o A I35, IR A TRk U, 7ok
AT LU T IO RR, 741 % H 4 56 R A0 f 75 7 M P O 14 52 B 0 25 25 F W) 4R A T
ToIRUR = S R, ST I E B TEBL L S L 2 AR B IE %
PENEFIRG o HLMIBETE 2 T0 /00 E LI W 1 5 R B S 45 0 LA I A 2 ik
BRATIHE, — . 52 6 (0 A 25 B A A XU L, PRItk
WU & kB = TR R AT A FTHT LA KUK B ZHL.

I, EM B 2 R R R, TS 55 RS
AR 4, B b R A G AR 2R R A
Sy, HERER AT LA AR A R, e 4 I R
FATF I, i EEmER, W BB H N LB, AR
e B E A RS B T E R AT

AEHZ KBNS RIT IS T, SREKVFERE; 5
W Z54F 3 22 2 5 FIRE 25 T S B BP9, SR DS IR IR, B oz ) s 3t
%547, A EE AT RISZIEAG I, Xt P E AT 5 PO B4 1 4 7
SERFELA R AT T RGBS, BFE v 38, B0 R AE 1 U8




& E [PO R Hr 2K 355 2 1T R Ur HUH BF e

b SE A

Ve —2 F EESE T 3 A R D Se AE N, BN A 5 0 B A B 5% 4
BARHINF . Hit, RARSIEHBEEL KK, FENB) FrhEE
AT B 5T A B B ) A B s B LS & o

PURCEES
“OOhsENA+=H

4




SRR

T IPO EMACER “FR=KREE" (PO MM K47, PR 155
FIG LK PO THTHISR) — EUR I & M 4TI b 5 & 2 1196 1 9 )
B, SREBEFMHIL, PO X=KBEAPEERERE, #1584 E
A SRR TPO 47 BP0 ik 2 ik, N — AN RE T3 R 2 9 1 7
GRS, A BT E R BURE H R L K s
PR Z A TMEAT N, BT A B PO ST AT 377 2 Hofth— 25
YT HIRHE .

JTHE8 PO EMRCE, E AR B R SR E M
FREHATIE B RS . B RAT W 7 2 A HE A5 A 5
RATREN TG T M8 BT 28365 ) B B B R 2 WO & . A 2005
SETFRG, PR R AT AT SEAT BRI B 6 T Ak T
SRTIT X e T 71k B (55 1 9 R AR AR IR TPO B Bl . i
FEMMICERTAE? KAt ki R AT E M RN — B
%9, BRI S E RN L Z RGeS — R EE X, X
R BLA 025 S SR A (TR o0 5 ) R e [ 25 T B
W TPO ERMAY, AT 38 5 — % 1 47 ¥ VB e BB A R L AR T 1 0
X

T, AL 1996—2007 FEAE IR P H LT TR 1 182 1t
FERREA, ST E RS I R PO 54 MBI R 4T E MALE AT 2 i
RGBS, FHRE MBS MSETE FE& L B, 4540 R F £
ALY - '

S, WIEPRSIL. BEAEE . B, AR

1
S



& E JPO REr 45 AT R BrFU A=

B,

55 RO SCERERIR , X K TPO & M 850G AN & AT ML v A B 52 %,
RFATT EHh .

FH=ErE R E PO MM B R EARTE R AT AR AR AL B R &
HEmERE, *H Hunt-McCool , Koh Fl Francis (1996) #& i FEHLATVH
WA s, AEEAT T SEUEI B

SEVOFR AR IR o AN SR SRS 8 R B E A IEAE RATIAR &
GEVERARAL, IRATATOBIS L A SR 40 2 b [ F % 1PO i 3=
BRE T R HRSEREN . RATIRE T H E IPO M IR B 1 B AE
R0 ) BE At —— ROCRAE A ], 22 TPO 40 7 £ B SO L 11
PRMARFEEEE S E PO BN Z M AR, HEGHEEERE,
MASZAE_E I BE X F = i i iR 7

BRI HEE PO FHRA BTSSRI, Q05 3R vk B0 5 B8 4 A Bt
HE S PO MY, R4 — M TER S ik B Bl i Bk 25 S35
KEIMEENH PRI, BRI B KA NG, BHEHA Bk S
M TR BE R 2R AT L R T R AR o BRATR FH S R I ] i
H i), B DR R (4 R e Y 25 1 2 IR bR sl YR %, g 7 o
3 B A 300 535 38007 A 3R

FNERA RS AT E T SR MM R T, Wk PO ML
il 1] &

BEEO B EBEHRLIS, RIS PO EMMCRNBIREL,




Summary

New Issuance Puzzles (including IPOs under-pricing, long-term weak per-
formance, and hot market phenomenon) , based on IPOs pricing efficiency, at-
tract most attention of scholars in modern financial field. Compared to most of
the other countries in the world, China’s market presents the most prominent a-
nomalies in [POs. As an emerging market which belongs to an economy evol-
ving from a centered-planned one into a market-oriented one, A-share market is
largely under government’s control, which incurs investors’ irrational behavior.
All these characteristics make it perform differently from developed markets and
other emerging markets.

In order to improve IPOs pricing efficiency, China’s regulator has trans-
formed IPOs supervision and pricing policy several times, which includes: the
transition from an approval system to an examination system on [POs regulation ,
the transition from P/E control to loosened control on IPOs pricing. Since
2005, book-building system is implemented in IPOs pricing. However, these
market-oriented reforms have not ultimately eliminated IPOs high under-pri-
cing. Where does high under-pricing come from? Why book-building method
cannot eliminate the phenomenon? There are some important differences be-
tween mainstream inquiring system and the one in A-share market. What are
the effects of these differences over pricing efficiency? Answers to these ques-
tions will provide useful effort of improving IPOs pricing efficiency, and be
helpful to improve the market’s ability of resource allocation.

Based on above reasons, this book will study on the 1 182 IPOs listed on
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SSE and SZSE during 1996—2007 fully and systematically, and try to answer
above questions from both theoretical and practical perspective. The book is
mainly divided into seven parts:

Introduction part includes the study incentives, logic frames, study meth-
ods, difficulties and innovations, etc. .

The second part is the literature summary, which summarizes the produc-
tion of pricing efficiency and issuing mechanism of IPOs.

The third part examines whether IPOs are priced under its intrinsic value,
if does, to what extend. The book adopts the Stochastic Frontier Analysis
(SFA) by Hunt-McCool, Koh and Francis (1996) to make demonstration esti-
mate about this issue.

The fourth part discusses the reasons of under-pricing. If the demonstra-
tion results indicate that no systematic undervaluation exists in the IPOs, then
our study will naturally and logically deduce to the conclusion that China’s ab-
normally high under-pricing of [POs mainly derives from inaccurate pricing of
the secondary market. Considering the characteristics of China’s IPOs market,
we try to establish models to describe the relationship between investors’ senti-
ment and IPOs under-pricing, and also demonstrate the extension to what the
index explain.

The fifth part exams the holding period return after IPOs. If irrational the-
ory could explain abnormal high under-pricing of China’s IPOs, a potential de-
duction is that the original excess return will be offset by the subsequent valua-
tion reversion. IPOs exhibit long-term weak performance phenomenon, as they
obviously underperform market indexes and comparable listed companies during
the holding period. We employs both event-time study and calendar-time study,
with four different benchmark returns as reference to estimate the solidity of
long-term weak performance effect of China’s IPOs.

The sixth part discusses how to improve inquiry system of IPOs under
China’s current market environment.

The seventh part is conclusion, and gives policy proposals about how to

improve the pricing efficiency of IPOs.
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