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ABSTRACT

This paper implements a comprehensive research on the
characteristics of the long run market and operating performance
of more than JASDAQ (Japanese OTC market) firms from 1991
to 2001after their initial public offerings. The study can be divid-
ed into five parts:

Chapter three makes brief overview of the development of
JASDAQ market and description of the main features of this
market, which set up the institutional background for forthcom-
ing chapters.

Chapter four mainly examines the post-IPO performance of
stock returns through varied empirical procedures. In course of
univariate analysis, I discover dramatic market underperformance
of the specified sample in years post issue. Either the trend over
long time horizon or several cross sectional patterns are basically
compatible with the IPOs in U. S and Japanese markets. By repli-
cating three factor regressions, the results corroborates the
IPOs not only suffer severer downward drift of stock returns in
overall JASDAQ market, but even underperform on the three-
factor risk adjustment basis.

Chapter five first documents significant and long-lasting de-
cline in post-issue operating performance of the same IPO sample
corresponding to their underperformance in stock market, either

relative to its pre-issue levels, or after adjusted by industry and
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mean reversion factors. As an extension to extant [PO studies,
the paper proceeds to investigate underlying the reasons for con-
current underperformance with primary focuses on the hypothe-
sis of “Windows of Opportunity” and theory of agency prob-
lem. The unveiled trends in market expectations on as well as the
investment activities of the issuers compatibly verify the behav-
ioral hypotheses of “Windows of Opportunity” and “Market tim-
ing”. As the changes of ownership structure do not significantly
relate to operating performance shifts from pre-to post-issue, the
alternative agency theory does not have plausible explanatory
power in this study.

The last Chapter, as the derivation of the overall book,
draws some policy implications for the construction of Chinese

second board market and the development of venture capital.
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