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InitialRtn; = G, + 6, KOSDAQ, + 4,LnAge; +3;VC; + f,Tech; + 3;LnSize (1)
+ BgPrice_update; + 8;Allo_ratio; + SsLockup, , Sgunderwriter; + 3y,
+ B, dummy2007; | 8,dummy2008; + 8;;dummy2009; + 8, ,dummy2010;
+ By5dummy2011; +¢;

o] T nitialRing £&W4E & AR ARE nusty 48 FAAF iy B3 & e (3e 5 =
AAF] fo FF 1%, 5%, 10%7F 22t 7 7 TR BAEAS. W Aol delde <& 1>& ZEs) vk
vl 2 N 2y 2 2y 3
0.151" 0.309™ 1.143
Intercept (2.91) (3.49) (1.69)
-0.125" -0.152"
KOSDAQ (-1.91) (-1.91)
LnAge ((())91178)
-0.053
vC (-1.02)
-0.107" -0.096™
Tech (-2.34) (-2.00)
LnSize (:(i%%%
Price_update (i(()) %SZB
L 0.057" 0.060" 0.057"

Allot_ratio (10.24) (10.62) (9.24)
Lockup (:(())(())(4)8
Underwriter (:(())(i%§
-0.730 -1.045 -1.111
MktRtnl (-0.53) (-0.77) (-0.81)
Axgn| =3} =3} =3t

Adj R 0.300 0.322 0.316
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<E 5> [PO 7|¢o] HEA £A
o]l B A% 27] 37k £9% MBS £5USE @ FARAH FHANE Ruda g Ko 42 TS
NFoR 08 WEAS 24 VARIS F5W5E ALES Adjoln], Ho| $2L A% A271E JFoz &
OF WEAS 243 VARE F5W42 ALS A0 2474 dne] B35 & e e T3 24459
o] 23 1%, 5% 10%7F 27t 7 R AL, We oo e <E 1>S Fxa] v
w4 VARIL VAR2
A ¥ 1] 2392 n¥F3 14 Y] Y9 ¥ 3 1 4
Intercent 59077 6960 4656”7 62917 1.894™" 1.942°" 1730 1.753"
T 467 (506) (2900 (359 (5990  (619) (429  (4.38)
0228 0212 0018  0.024
KOSDAQ (125)  (1.06) 0400 (052)
LnAge 02177 0171° 0021 0024
g (241)  (1.72) 0.93)  (1.05)
Ve 0041  -0.033 -0013  -0.012
035)  (-0.30) (-0.43)  (-0.40)
Tech 0091  0.097 0024 0024
0.82)  (0.80) (0.88)  (0.88)
LnSize ~0.2307" -0.273" -0.204™" -0.266" ~0.063"" ~0.065"" ~0.054"" -0.055""
(-436)  (-477)  (-322)  (-3.85) (-4.77) (-497) (-337) (-350)
Price update -0692  -0.842 -0.040  -0.043
-ub (-141)  (-1.56) (-0.32)  (-0.35)

-0.027°  -0.042" -0.030" -0.046"" -0.010"" -0.011""" -0.010™ -0.010""

Allotratio 4’67y (L941)  (-187) (-265) (-260) (-268) (-252) (-261)

Locku -0.111  -0.133 -0.168°  -0.170"
b (-0.32)  (-0.35) (-1.94)  (-1.96)
Underwriter 0080  0.143 -0.033  -0.031
071)  (1.16) (-1.17)  (-1.11)
Tum ~0.950"° -1.166™" -0.971" -1.182"" 0007 -0.004 -0.004 -0.016
(-621) (<7090 (-630) (-7.10) (0.17) (-0.12) (-0.11) (-0.43)
MkVol 3237 2886 34717 33607 28797 28827 2883 2887
(186)  (151)  (197) (174 (661) (663 (651)  (654)
InitialRn 5506 4980 5608 50137 02297 0205 0233 0.306"
(41.08) (2069 (4054) (2052 (672 (5.38) (671 (5.49)
Suver] ~1.178" ~1.185" -0.051 -0.054
D (-7.91) (-7.95) (-1.37) (-1.45)
Super? 0.386" 0.349 -0.096" -0.104"
P (1.66) (1.49) (-1.80) (-1.94)
Awdn| 23 23 b g ¥y ¥y ¥  xg
Adj R-sq 0894 0873 0895 0874 0311 0314 0312 0316
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+ BgPrice_update; + 3;Allo_ratio; 4 SsLockup; + ByUnderwriter;
+ BypTurn; + 5, MktRtn2; + B, Initial Rtn; + 3;;Super + §;,Super < Rin,
+ B15dummy2007; + 3,,dummy2008; + 8;,dummy2009; + 3;gdummy2010;

+ Bydummy2011;) +¢

F£359 Negative's 473 & GCQIANY) T F7ph 327k uek show 1 ohn

Mo ML ox b oy
B 1x ox = o
it % we, Mo i
— (o3
LRI
o N -
- N oo & N
oz
ﬁ‘ U
T
o
o
o,
o
M
Nt
folr
2
-
X
Mo
> g.t{o
o
oX,
—LN -
5
2
o T
nj
=
ox
o
e
lo
)
)
o

A
=3

6> IPO 7199l 3 3 @A) § 7P rts o133 455 FA8h=

anj
E

M
1 =
i)

o
o




e

162 M #a #E5%

<E 6> MY St 2 F 27} 5t 7ts4A(Negative) 24
o] ¥ % ¥ 2QANY) F Pt FRIME 3 AE-E FAShs ] M4l Negative S SEHFE 3 23 (logit)
EANE Busta 912 Superl& A 42 Eo] 50%~ 1 %60]H 15, ofUH 05 Holshe dwwsrolH, Super2&
A8 o] 50%~ 13000l 12, ohTH 02 FoIT FAAS sha] 5 & Qe Zake WAT A5 79
SF 1% 5%, 1007 42F 7, 2 BAEAS. 9% Aole] galAs <E 1>& 3Ea7] vhg
Auwz wa ] w82 wa3 wad4 wa5 wade wa 7 w88
Itercent 11357 11297 13974 14049 16943 17.118" 16972 17.034"
P (226) (2250 (332) (334 (283 (28 (283)  (283)
0215 0214 0215 0223
KOSDAQ 032 (032 (03  (033)
LA 0.733" -0.731" -0.733" -0.728"
nage (<217 (-217)  (-218) (-2.17)
ve 0421 -0411 -0421 0403
(-098) (-0.96) (-0.98) (-0.94)
ek 0369 0383 -0370 0390
e (-095) (<099 (-095) (~1.00)
LnSise ~0548"™ 05517 ~0574" -0582" -0575" -0.580™
(-310)  (-3.11) (-244) (-247) (-2.44) (-2.46)
Price. tndat 1314 1358 -1316 -1.360
cetipdate (-070)  (-0.72) (-0.70) (-0.72)
Allot satio 0054 0053 0035 0034 0035 0036
- 094) (094 (059 (058 (060)  (0.62)
Lok 0171 -0124  -0167 -0.107
crap (-0.13)  (-0.10) (-0.13)  (-0.08)
Underuriter 0107 -0098 -0107  -0.097
(-027)  (-024) (-027) (-0.24)
Curn 0075  -0085 -0070 0061
(-0.15)  (-017) (-0.14) (-0.12)
14958 ~14.929°-16.017"*~15.956"~16.038"" ~15.986™"*
MktRtn2 (4900 (-491) (-496) (-496) (497 (-665)
IitialRin ~6.385"" 6,308 ~8283"" -8252"" ~8.620™" -8.605™ ~8660"" -8.647"
(-693) (-678) (-6.79) (-6.70) (-676) (-668) (-681) (-6.76)
Suner] 1.267° 15437 1733
P 1.97) (2.03) (2.20)
1772 2.71" 9586
Superl *Rtn (179) (192) (212)
1.735"
Super2 (2.19)
2.435™
Super2xRtn (2.00)
Arrn 3 ¥y wsr ows wd xd wsr w3
McFadd R* 0382 0380 0497 049 0513 0512 0512 0511
C-U R’ 0547 0546 0663 0662 0678 0677 0678 0676
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Curse of IPO Underpricing:

Stock Price Behavior of IPO Shares’

Noe-Keol Kwark™™ - Sang-Gyung Jun™**

Abstract

Compared with developed capital markets, Korean IPO markets are operating under relatively
stronger financial regulations of public authorities. Policy-makers have the incentive to set the
IPO offer price lower, so that the stock price after listing remains higher than the offer price.
We have examined the negative effect of IPO underpricing by examining the stock price behavior
of IPO shares after listing. If excessive underpricing of an IPO share offers investors the opportunity
of realizing short-term gains, then it would serve as a mechanism for preventing from maintaining
a stable share price after listing. The main results of this study are as follows. First, around 48%
of IPO firms have their share prices below their offer prices in a month after listing, even though
their average initial return is 33%. Second, the allotment ratio of [PO shares does not have any
relationship with the share price in a month: it has the strong relationship only with the initial
return. Third, the high volatility of IPO shares is mainly due to the price fluctuation in the initial
trading. Fourth, firms wth excessive initial returns are more likely to suffer from price declines
in a month after listing. Theses findings support the view that the excessive underpricing of IPO

shares can work as a mechanism for preventing from maintaining a stable share price after listing.
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