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Abstract

In the initial public offerings (IPOs) market, an environment with high information
asymmetry, subscription results provide concrete data that serve as a decision reference for
investors. However, according to Welch (1992), who introduced the information cascade
concept, this type of herd behavior can drive market demand to extremes. To examine
investor overreactions to subscription results, this study proposed an assessment of the
transaction-oriented framework of IPOs first-day openings to identify the intervening effect
that subscription results have on investment decisions. Empirical evidence of transaction
behavior shows that investors place greater emphasis on subscription results compared to the
fundamental conditions of the issuing company. Although performance during the initial
listing period was consistent with the investor herding direction, samples with subscription
demand-guided transactions exhibited overreaction in the long term. By contrast, the
phenomenon of overreaction was not observed in samples with first-day opening
performances that were driven by transactions guided by other types of information.
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FHAST R GE B LT 2L (Initial Public Offerings; 1POs) #1184 1F 4] 5 4
(Reilly and Hatfield, 1969; Ibbotson, 1975; Reilly, 1977; Ritter, 1984) o [th#8 8k E HeFE 12 13
HREES - S E A E TPOs #0457 L E (R4 (Kaustia and Kniipfer, 2008) ° 5% & N4
| IPOs Bl - 22 Z I BLE (f2E1E « 20 BT e ey RIS E) - e B R ALE]
g A 5 o BTSRRI UR R JER - JEEIE I IPOs » 3B SKDUKPH ([EE AR SEAIREE -
HE » FEESHEREEANNS @ AL E - NERE LR E AT A EA S
RESL - fEg I R - (R E A IEMER TSR - Ar 8 H R T REAIEE -
FRARAE FR I I R R T RS R S T oK - IR A FH I B S UH — BFCAERBRE R~ Rk
TS HBEEZRN - e EEHAEEAIIRE] - < REEBER " MEEH | (Winner’s
Curse) ; 1 | [ (Rock, 1986; Koh and Walter, 1989; Levis, 1993; Keloharju, 1993;
Chowdhry and Sherman, 1996; Lin, Kao, and Chen, 2010)  {B{ % & AR A -
HIFE B v AR S A e B B R A2 - LS HaJ H RS R A SR AR EL SR
W% - S50 - P T2INERRE BIEH &R E NS - RRARIE R ETE KRG E%RE
oy R EE o RS N H R ERETE KA IPOs » Ryt Hnad sH LA [#E
RUIES - RFECRERE L - K - HEERAGET K IPOs » [EF@ERF -

DL EE S - HE NG Eill IS R AVEINE - (HILEREETT Ral s e FTEEE -
5[50t Welch (1992) 1 " &iHE&TG (Information Cascades) | Bi& @ & &E&E NRERIZ AL
TR B HAEE AL 5 T VL - TSR K& Al o 20 Kumar and Lee (2006)
PR EEBIIRE AL SER - BHEMEEA SR - Hre iRy L FE
g - I ARIFTCEREH —EME - ££ 1POs LR » BB AR SRR GEAE
ToR&RNRE - A EEL T E (Overreaction) | HYFHSR 2

FITEEEE [ - 4% Ross, Westerfield, Jaffe, and Jordan (2009) HyfEtt - Fe{EFSE L
WEFAEE - MEEE A A& (E R 2 ERE(E - 210 De Bondt and Thaler (1985) #2H1
Hsi[a] Sl (Contrarian Strategy) @ BB AE I 2 FERYAZ S0 FEhiE - MRIB(T A1 E2
HEmEG » ORI R I E S NN SRR - 5o E AAIIRZR (Kahneman and
Tversky, 1979; Daniel, Hirshleifer, and Subrahmanyam, 2001; Hirshleifer and Shumway,
2003) - LR ] IPOs HUAEE SR 52 - BRI E RS B A B E &R A
HIMEE . (BRI S T HIET (Lowry, 2003; Ljungqvist, Nanda, and Singh, 2006;
Coakley, Hadass, and Wood, 2008) ° #tiREE « SREAZEIFRZHE (2002) FEH - i@ K EE
A% IPOs & HTIBHIR A — - Aggarwal and Rivoli (1990) 58535 A% IPOs & HIFE R
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Je o TSR AT DU RE E H BRI - 510 E N E IR B AR S R SR BEE 22 72 kg
Hpgg e briiE HEReiR A S E (sE ) B AR S EE HB R 1A
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FFRMAEES - I E HBRRERANEEE R T - EREEERET 0 - &R
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IRFEERPGE 1 RonBRREEEEREASZHIFHERER S - EREENE -
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ZEEmEE (2FE 2) AEEEE - SRS RE R 1 A 05 a (Jensen’s
Alpha) ~ b~ s~ h Bl d B RlEIBR 228 » o SurR7ETH -
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EEE RSN (B AEEEAFHABEER R 1997 F 12 A - Kiff5e<
2012 F 12 A BEFEGERH - Bl aEfE Lk = FE00 BURAERNE 1997 4
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B 6%  Z2EFEEE 11 _fﬁWTm 15%  HEEHANE 325 % 6868 % ;
Hp o R ATHIAZ 5 178 22 0 S MEEEE L CEE L) B S 690 % (2
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ROLFEL - BIB{T AT HER L E 2R 1POs FREERVEAR - S 14 & - K58
ER-MERTAFFFENEREEY - OEEFESE (BT LAABRETFERE M1
HAMR 0) ~ HEEEAAT (2 1POs HERE TR 1 #EREEF LR 0) - LK
BT A (SHEBIE A FHEE IPOs BT A FIRVER SRR R 1 - AT 0) (=
FIRERERAEL (2005)) o HEL=(EE B ECEEE - TAER DL BB IR ET
FEFE  TREBRAHRRNEE AL - A AR E T AB NI = o A HEEE - AT
R SH P IR AN RIS 22 2 B < AR R A RB AR B - SEE9(H 336.4757 HE T

MBI ENSTH - Boe RIS KRR IE A - ffE 5 501 FR B EA
A AR EE H R ERUEH  STRERBEBATUSREIEE - EERAEIRERE -
SEEME 3,567.2826 (HETT - LMEEANAE » &L A FIRERIGEST - FLATTERE & H il
RIGfR 2 o IR ITE 0.0500 » BREEASR A THERES » o2 F
FJ 5 7C o« AWH5e5 [HAF G (DuPont Formula) @ #ffi#/\ &) 8l& R BRI & @R - 56—
JE A - MR A R =R E 7 N R B 2 S BT B - SPEEME 73 1Ry 0.0450 Bid 1.7593 -
EERWRBPIEAFEBRAEEAIT » 7RIS FF 4.5 T - MR REERZEL T
FEENEHEE > EEMAYRERE SR 1.7593:1 - L & E LK
43.16% ° FFTRERYEE G ST EE A RN - P g RO 2 190 SR B A R o FfR
RS EA T EEENGES - SEIETH - B ETE T = R A EF] 10.8 7T -
& EERR AR HEENRER - SEEHITEE A AIEZE I 30.53 7T © kb
E S E I R BN FE AR I I S A RIS - R & e 7 KB T3] -
SEEIME 106.1579 K - {EAREERRE BT 1H - FEF TS gEw B 2% &E NGHE
(Coakley et al., 2008) » #GTHEFIERT 20 H 757G HARI M - DAHMSCR TSR
AR HSEIF{E 0.0172 © BRI IERIFERL » BUR A B S RS R A T G R 3 1T
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(=) P@matE

FR IS B PR L& AN DURSH ([ Itk e - 45050 - SEImE - A RS
5.7688 Tk » —MPRES AMEREREE 1 5k - FIKEHE 44.3589 7C - KWL SETE T &
R EER ) o ORI ER FEIHEZEC BT ERZEKYE © [B53% IPOs #{TIRFRYZE

3 (A AR ERT R E AR SREF R R T8 VAR - SHEGERIYSPE - EEFEES
EESEH H ARG, - (RS R RE R Se B FRE R T A AR BRI - RS A Eal A
SERT— YRR ER - A AHE E RS o

4 EZEEEER = RN/ ESEIOE -1 - SIS ERETT AR T A SR R IEET - HEa T -

40



EREERE F 20 £5 10

SEE R 10 7 » HI A 25 R (E R (E 38.61% » HEF A BHEAYT 13.86 7T © DL IPOs
BERERE ETRE > BRE AN EEEmZGH by - RS EZ A
I - HEBAYE - foREBIRAEUR B IRE e B S EIE R IEE - T ERPIE
20.60% » Fon FHIETEEI(FAEEAT K - E A EEER 2D — AR R R
£ 3% o FRIERER [ s rh SRRAYEIR(E - LRI IEAFE ISR SRR - SPE9(E 3.0017 -

® 1 EERG  FRHFEGEHERBRIEA

158 Fi5E TAEE 25% 50% 75%
1. BEES
EravAca:| 14.4296 8.6599 7.5582 12.5904 19.6349
f‘gfﬁ% 0.7247 0.4469 0.0000 1.0000 1.0000
fﬁﬁfﬂ;ﬁ g 0.2051 0.4040 0.0000 0.0000 0.0000
R A 0.2926 0.4552 0.0000 0.0000 1.0000
(Dummy)
HHEER 336.4757 601.2269 135.4133 166.1390 274.7982
(B&ET)
BE (E&ET) 3,567.2826  20,290.7541 707.0891 1,143.6120 2,153.5345
TETRFRANER 0.0500 0.0340 0.0283 0.0441 0.0660
B ERAER 0.0450 0.0256 0.0276 0.0417 0.0566
RIBIFFR 0.1080 0.2951 0.0517 0.0980 0.1642
BERER 0.3053 0.1924 0.1806 0.2633 0.3769
TR TREY 1.7593 0.6020 1.3759 1.6103 2.0051
REZEAER (X) 106.1579 245.9876 43.3931 73.5513 119.5117
TSR 0.0172 0.0817 -0.0299 0.0181 0.0653
2. FRREHE
FREHRREL (1F5R) 5.7688 41.5524 1.7843 2.9065 5.0903
BREFFEE (5R) 1.0484 0.2960 1.0000 1.0000 1.0000
&EHE (JT) 44.3589 36.6047 22.0000 33.0000 55.0000
EFERER 0.3861 1.1200 -0.2739 0.0778 0.6422
matsd (FHE) 144.0204 171.6682 17.5535 84.3530 213.9695
R 0.2060 0.3451 0.0144 0.0294 0.1624
FRRETEIT % 3.0017 1.6769 1.8179 3.5275 4.2437
3. B HBIRRIE
EHHREE (T) 50.7445 51.7465 23.3250 35.8500 62.0000
B H B g SRAN = 0.1285 0.3665 0.0073 0.0678 0.0696
%?iﬂ%ﬁﬁ% 0.6244 0.4846 0.0000 1.0000 1.0000

Ml R FRRBIT LRI ERERB IR - AIRN ARBREE - SHARARBERITAR
REBTE AR E R 1 EAIA 0 - FAHEEE - D EIASHE SRR F19EH 2R AR
IHEE o BMIISAERAE R - REVFRRERIIUSF= M TI9(E - hiSFHARERT 20 BRYTHBIFH AR
Bl - ERRERRRHERERIIEELER -
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TEE H B R R I (L VU I ARBIBHIR R RN FR 7% s 1 > Eft 0)
SPEME Ry 0.6244 » BN HNEDA EERAAE & H BRI A pRIEH A -

L B HPABRBIN AR #

AR FE R R e & H PR 2R A BRI 8E — TR oK - DUREEAE B R -
FREFE MR AR REERE T © ARl - B B H B AR R N R A AR AR M R (B (B R
RREERE G Bll Model A 2731 - (RFEHEAIRIE » H Model Al 2 A4 FPU= -
HARR A g6 G BB I A 1 o - (ST R Z 2 - HH Model Al » BUR
FR ARG [ R (Em 2 2 H B =R - AR E RS A2 IS ey - &
H B R A - 842 Model A2 2 A4 - L= (AR E 2 AEEGRG - ZR1ER
FFEFRERIHFARIE K - 2RI » Model A2 £ A4 HURREER HIEMREL (Adj. RY) ARHEE
0.16 » AN F Model A1 Y 0.2055 -

FREETR 2 fE 5 - BEARNE H BRI R R B E R R R - LR SRR EE R
R E NRTR 2% © A HRER L EH - R R n R ES) - 2
17 FR R A B (B R A ER AR 2 o BT Model B 5251 o [RIFEMFS A2 X - 3%
gt Model Bl 2 B3 F =30 (hFtH5REEHNE 3 - BRnERTAFRBRETFEX - F
Bl T A~ BEEME/ N - EHIRE S ~ EEMSHAICRER - & A G0 A EE
IPOs - ISR HFEE A RITFFRFEL » Bboh - B Model A 5271 (i fEREEBCR S H iR ®
B ) FHEE - Model B 5251 ( #fiE FeAss B0k FR IR 1 ) O AR BE 12 HI 7E (REUE ST -

FiAR LA b - AT IR E AN RS e 2255 1POs MRIEE R - (HE2/EE HE
HEHIAZ T Ry » AEE MR IETE SKAZE - AN EREE A BT RAEDN - FLEeE
&E NEAFT—RABEK - EEE HREREE - 2 - HREANEHREEEIZ A
il - HEsRH EiipiiEnyEss RSB el pEsoRkAIZIE H - DURESE 2 |
RO ATREIEZR o PRIV - 19 DURRRE S H PR IR B FR B R SRR IR AIRATR -

5 ARWFSRSS DI H U TR S SRR B TR SR A T H PR SRR T iR R AR R T T
WA FE T H BRI 3 0R 22 ) ) H B BL Rl - e A -

6  WHICHARI RS ZHE s R [ T F - MU E R U PR RIHF AR 22 o DA R B Ef T U & - I
15 1997 4£ 12 A Z 2003 4 12 F - BFHA 11 5 2004 45 1 HZE 2009 48 12 B - 3% "IFHAE BT ) &
By - B BRAIERER 1 2R THRISVEEIE R 1 - Hifth 0 -
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% 2 H DRI RIBRAE R EERMNREER

I5H Model A1 Model A2 Model A3 Model A4
HEUIE -0.1250*** (0.0000) 0.0891 (0.4811) 0.0933 (0.4696) 0.1276 (0.3146)
ERRETEID%: 0.0528*** (0.0000) - - -

EravAcS - -0.0028** (0.0471) -0.0028* (0.0501)  -0.0032** (0.0282)
BEFEX - -0.0495* (0.0828)  -0.0485* (0.0882) -0.0456 (0.1118)
BIREEEZFR - 0.0387 (0.2460) 0.0367 (0.2814) 0.0376 (0.2687)
kN - 0.0406 (0.1207) 0.0390 (0.1377) 0.0374 (0.1540)

In (HEHEEER) - 0.0037 (0.8057) 0.0030 (0.8408) 0.0035 (0.8186)
In (B&E) - -0.0060 (0.6697)  -0.0031 (0.8396)  -0.0070 (0.6535)
RELSERANZR - 0.2004 (0.5656) - -
BERANER - - 0.0933 (0.8456) -
RIZIFFIER - - - 0.0395 (0.3178)
HEEER - -- - -0.0839 (0.2087)
TERETRE - - -0.0091 (0.6788) 0.0031 (0.8936)
TR EEHA - 0.0000 (0.9240) 0.0000 (0.8787) 0.0000 (0.8553)
TGRS 0.3768*** (0.0081) 0.7001*** (0.0000) 0.6975*** (0.0000) 0.7029*** (0.0000)
AFHAE R 0.2608*** (0.0000) 0.2852*** (0.0000) 0.2857*** (0.0000) 0.2867*** (0.0000)
Adj. R? 0.2055 0.1565 0.1555 0.1571

ERRA  FEAA R p (B 0 7 B DRIRTERIFRZ IKZE 10% ~ 5% B 1% ©

* 3 HBRAEEHEERANEREER

1EHB Model B1 Model B2 Model B3
HEUE 3.3284*** (0.0000) 3.0879*** (0.0000) 3.6405*** (0.0000)
EAVAGS - 0.0029 (0.6446) 0.0031 (0.6228) 0.0013 (0.8374)
BFEE 0.6990*** (0.0000) 0.7669*** (0.0000) 0.7671*** (0.0000)
BRSSP -0.0510 (0.7313) -0.0094 (0.9506) 0.0354 (0.8179)
Bl A 0.3236*** (0.0056) 0.3362*** (0.0044) 0.3142*** (0.0083)
In (GREHRSEE) 0.0267 (0.6914) 0.0267 (0.6926) 0.0113 (0.8688)

In (B&E) -0.2487*** (0.0001) -0.2824*** (0.0000) -0.2660*** (0.0002)
FELSERBM =R 9.6277*** (0.0000) - -

B ERANER -- 11.5102*** (0.0000) -
TRILIFFIER - - 0.5027*** (0.0051)
HEEER - - 0.6763** (0.0253)
TERETRE - 0.2133** (0.0308) 0.0332 (0.7532)
TREEEHA 0.0001 (0.6059) 0.0001 (0.5495) 0.0001 (0.5313)
TGRS 5.9802*** (0.0000) 6.0216*** (0.0000) 5.9659*** (0.0000)
AFHAE R 0.2862*** (0.0097) 0.3005*** (0.0069) 0.3226*** (0.0040)
Adj. R? 0.2000 0.1914 0.1750

ERRR  FEAAR p (B 0 7 B RRIRTERIFRZ IKZE 10% ~ 5% B 1% ©
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=~ RS RS R

1R HBARRIFEL » Ao B RIS R R E AL Gk G A E ML - &
AEE G2 ER - B - AFEa amiE— 1 E R S e R RS &
HEHEF - BB RORE NEAEERIE » THEZ TR T IPOs » 1J#H%
P RIS 2FERES - MmN Dl - BB T EEREHE L E H R ERH
ZE|HETR R B 5B AT T EAVEA - AWFFRE A2 B MR FEAE4eRE - T LA
FF R R 7 TR 2 H B AR R (S SR Logit (538 » S H s 8o 1 K P 8 4 ik
{EBERE R G ERBREIEREAR 1 RIREEARR 0) o RIEZTERIFE
HITEAEE - AIETBIRIRIZHIAZ B8N SERiRIR R TR KRG - s EHMEE -

T H BRI R I B A B TR AR R B B RS SR - A58 4 B9 Model C1 Fir » REIR
Model A1 EX Model B1 * Model C1 AN A TT 85157 B ELHSE B 1 1] 55 — ([ fze i 38 8 - F 28
JRAETER - AR GEAHAE T - BEEIIRE NRFRZE S ZE BT K
THEHEE2EZHMEE - Hib o HAEERIEHRET KLUNITEENES » BUrE
FEA R GBS & - AWFSTaEER - ARSI [ B 1 0 A e H BRI =
IRAVE TR SR A S E H R RIRIEAIERAUR - iRttt - S REE RS
R B TETHIRS 5 - 7207 Model C2 & C4 - BESRTE Model C2 ZE C4 a8t #ith
] DA R H B AR IR S MERE R AR RERE JI{9 T K Model C1 - #EHLER » BRT
BR RS E H iR B R I TR SRk R RAGR » (RIS SRR AR 905 A PR B A A 1 TR
PR TRIT R B A -

Model C1 HI5EZ(E - RAIETA B8 mpo ks - /g8 E FE A E 3 - L EsEEsE
ZEEF A - AR SRR A —2 - (ER A (EHEIR 2R AR AR RE
o E H B H B IRIF IR A 1 & NG E FR B TR SRV A 5 BLB - i/ B HA AT SRR
B o PLitEmEHER 5 IRl R - TERRAE(EEE 75 A 8ok 0.3337 - (KR 0.5 - TE&
AW LB RBAH B39 5 o a0 &5 2 E 9 (E B 62 53 B Ry -0.5010
il -0.5181 o FHIL A HLE R B ARPRIT YR A - (R TR R A S GRE A
PRS2 EHEMERR -

7 6 TS IHA BB MRV A S - BErTEEBERAAE 3 - & H BRI 2 B R RS
REEAEAR > EE 628 F 0 HHEIEA 72.35% > BERIRE AR S 5 I B i HH IS
R (HRE AT EERIEIH 27.65% HIBAGLE R [POs {E{E MR - BLENFEARITEE
P R AN R AR T B B8R — N H B R E AT A A # RIS T Sk 282 5 5 1A -
M P R e B - T R AR 25 (e A LA T S B A A AR AN SR B K TV
B S ) i B S A A OB B o LB S IR E R B - B2 B EH
FRASIRIZ R R A - KEL B E NEE R & R IR K - HEMAE iR ERE s 24
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EAGDHE

%26 B% 14

FIRTEL o ARTTE IR REYE Boa M EE SR - 58 < RE AR TR - 355

B HBAfERIRIE -

ik 4 EHRBRESHERBREERERER — Logit B0

5H

Model C1

Model C2

Model C3

Model C4

HEIE

R RE T
EavACE
BFEXE
BREEEZZFR
BlENT A
In (FREHRRREE)
In (B&E)
RELRIRN R
B EREN =
MRIGIFEFE
RELRTRE
RSB AHR
QR IEL
A HARE A

-1.2043*** (0.0000)
0.5957*** (0.0000)

-0.2659 (0.7459)
-0.0010 (0.9154)
0.0745 (0.6864)
-0.1671 (0.4432)
0.3541** (0.0418)
-0.0527 (0.5903)
0.0249 (0.7838)
9.2494*** (0.0001)

-0.0003 (0.3497)
6.8429*** (0.0000)
0.8442*** (0.0000)

-0.5259 (0.5296)
-0.0001 (0.9948)
0.1201 (0.5121)
-0.1710 (0.4425)
0.3546** (0.0420)
-0.0576 (0.5568)
0.0285 (0.7750)
11.6064*** (0.0004)

0.0801 (0.5665)
-0.0002 (0.4867)

6.8680*** (0.0000)
0.8523*** (0.0000)

-0.0851 (0.9176)
-0.0013 (0.8930)
0.0984 (0.5943)
-0.1300 (0.5548)
0.3327* (0.0551)
-0.0745 (0.4462)
0.0548 (0.5884)

0.5931* (0.0919)
1.0202** (0.0313)
-0.1333 (0.4032)
-0.0002 (0.6209)
6.7875*** (0.0000)
0.8619*** (0.0000)

McFadden R?

0.1524

0.0949

0.0930

0.0893

FRFR  EA A pE s B

 SPIRTERIFRZ KA 10% ~ 5% B 1% ©

B SRIRIS B ARIZ
200 , 10 : |
RLRERERBEK RURER S EREE K
204
200
ﬁ A BT 1B 156
= 106 4
# 100 - : ~‘l A6
L, Y
2 3 gy w2 % 5w s T
s B = e B IR W LY PR
0 4
-1 -0.5 0 0.5 1
REE

FFA 1 IEE(EEVE B AR RIRE B4 BT Logit 2230 » BN 4 A9 Model C1 ©

3 BRAEENESE
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HEART B RJEH LTI R o) b e R 2

R 5 EEEEMEREERE
15E Ti{E i 25% 50% 75%
EREE 0.3013 0.1709 0.1916 0.2535 0.3337
BEE -0.5010 0.2245 -0.7096 -0.5181 -0.2307

FRRR ¢ BRE{EENE B HERE RS S H R EAERY Logit 23X - B3R 4 B9 Model C1 °

& 6 XBZEMBHNIRBSE

BiE BIEARE (IERRZEH) BRRERIRS (REREME) fEst

FRAIPRIZHEZR > 50% TRMIFREEM 471 K BOHEEM 169 640 &
FEAIPRIZHEER = 50% IPHEER 71 R JHITEREEE 157 X 228 &%
st 542 & 326 & 868 &

B2~ RZE[ERIBIEWN
AEETEE R R ERYER (E (REGE T TinEs - BIERIBRR RS EERAT AT > &
SRR AR AE RS o DUT 70 B i 47) S S = R

— ~ PR

& 4 {7 L9 BHAR &2 (—(E B > 20 H) - (&P EIEEI U 2 35 B
BB o RS BRI M R IR A EEE A - BRI o TE
FESE M YRR 2 - ST R E - MR 2 R E R R K YE 1% -
7 7 fREES7 BHAR,, (£ 20 HHAM S E W) # el e ARl g2 - B e
T EHE ETHE FERIBER - AR Rem B R B ELE - FTRERRE ARGk
IR R G AR BRI s EREE IR A EIE - 2% 7 19 Panel 1 {57 FH fE R AR
Hi ) R B A PR B B T AR+ R AC B R R AR I RR SR AR - BT Ry e
B I JEFR 20 E Bl 5 Panel I FUBKAS R0 BB I AH BRI EagA) - BIAE 5k
FAHSE iR A S5 S IR A - H3R 7 B9 Panel 1 FREETEGR 483 TR [R5
% BHAR, * #A{E Panel 11 Al @ SR8 82 5a a8 /0 & 2 IRIRBA LR « BZAs R rF & THIT - EH
BT RS (KD FF - FrplE 2 B L& T THRY IPOs » 2132 719 Panel 1 » G #(E ()
HIRIHHRESRE - (L2 » EIRE NRFRPE R T K& 8N - R RN g 80
TEREM] -

S B i B S SR T R BXET) » P A Fama-French = R F1E= - 2156 8 » 7EHARM
(1,1) > BI_ETE H - MR S A £ 803 1] Jensen’s Alpha (=AY EIH o)
F5 0.3829 ; SEF M AR g S A AH I 2 FRBEE &R 0 Fy -0.0835 « I BB I AH B IEE I
SE[A]4H > Jensen’s Alpha 93 B 0.1717 B 0.1064 » 16771 HA BB EL (AR B2 [ o AdniElHH
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SEREERE F26 55 14

7l Jensen’s Alpha 7252 - 2258 9 » Hrh G4 (AZ5E B EREEEE » ST g
AR 1 AR 0) RBURIFERE o 17 T8 Mk FR I 5 [ AH B v A R s 2 e L PR 5 T -

I GA FREUREEEE TR AT AD » TE MR FR BE [AIAH Y Jensen’s Alpha 2HE A HA VE il Ff i 3E
iR o BIBE PR AR A H S (r pH BB BB A+ (R RE S H AR i B i (e A K

HJ Jensen’s Alpha °

FHEWIHARERL - A TEER AN S E RS o E o - AR AR A A T AL e A A
T R S A A A A AT SR A BB B AR A AH R T R R - S 2 AHER
HAE SR8 ) - ERET R E NWIAS 5 B 808 FR B s SR IRF - )R R
e B - HEPIE TS AR ARG o R - ST RN RIS EIE A IPOs HYFRE A -
HA8EE—DURKHEE S EioiisE Hr e - FEEE R R R - B
THENRYEERE TR K o AR » ARG S5 HIGR R I E At e FR B R SR IE R » 00 HL DA 51
& NBIENS BN - 7E I RART th it fe 248 Ba8 ST KA E - HIt - RitJee
AR ISR AT 2RSSR 3 B ElRS R - EIERITAFESRE - Al A > EE
Rl ~ R - EEMAYNERE - R BRI E AN AR A A8y
S - HAEAERER R TR K -
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0.60 TR
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miEtIERRE VS i HE
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miEGERRE VS, EUH R
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SREA @~ owx BR e DPRIRRIAR] BHAR 198G EERIFEZE IKHE 10% ~ 5% Ed 1% o

*
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HEART B RJEH LTI R o) b e R 2

3% 7 BHAR,, HFRRBIRIIEAYEERHE R
Panel | : #A BB A IR A S PR ST R g A

I5H Model D1 Model D2 Model D3 Model D4
wEUE -0.2270*** (0.0000) -0.2869*** (0.0000) -0.2668*** (0.0033) -0.1706** (0.0383)
ERRBTEND4 0.1821*** (0.0000) 0.1757*** (0.0000) 0.1764*** (0.0000) 0.1796*** (0.0000)
RELSERANZR - 0.4637*** (0.0008) - -

B ERAN = - - 0.5151** (0.0100) -
RIBIFFR - -- - 0.1390 (0.2208)
BEBER - - - -0.0055 (0.8425)
TELETRE - - -0.0160 (0.6550) -0.0307 (0.4115)
TR EEHA - 0.0000 (0.8336) 0.0000 (0.7789) 0.0000 (0.8483)
Adj. R? 0.2705 0.2812 0.2767 0.2696

Panel Il @ HAEE AL E SHEEE0E B4

158 Model D1 Model D2 Model D3 Model D4
HEUE 0.1429** (0.0146)  0.1104* (0.0881) 0.1110 (0.3155) 0.1740* (0.0981)
ERRETEDG -0.0116 (0.5387) -0.0230 (0.2259) -0.0179 (0.3420) -0.0186 (0.3228)
RELEERAN =R - 0.5472*** (0.0063) - -
BEERMZ= - - 0.6726** (0.0193) -
MRBIFF=X - - - 0.5531*** (0.0024)
EERER - -- - -0.0078 (0.8611)
TELTIREY - - -0.0210 (0.6726) -0.0191 (0.7058)
TR EEA - -0.0002 (0.3150) -0.0001 (0.6122) -0.0002 (0.4029)
Adj. R -0.0026 0.0267 0.0164 0.0284

FEA | BHAR, fR¥FH 20 HHARIZEIREN - BARENENE LHEFE - iHIAR p E » *~ B 25l
FRTVERIFEZIKHE 10% ~ 5% B 1% °

3+ 8 #¥HAIET — Fama-French = EF&Ex

&) HARS a RM-RF SMB HML Adj. R?
0.3829*** 1.9947*** 2.5030*** -0.3954

TEIERRE 1,1) 0.1225
(0.0000) (0.0000) (0.0000) (0.1440)

- 0.1717*** 0.4258 1.7562** 0.2831

1FHEE 1,1) 0.0472
(0.0001) (0.2728) (0.0230) (0.5061)

. 0.1064*** 1.3969*** 2.6219*** -0.7155***

BOEE 1,1) 0.1979
(0.0000) (0.0000) (0.0000) (0.0008)

. -0.0835*** 0.3879*** 0.5506 -0.1140

JHIERRE 1,1) 0.0304
(0.0000) (0.0074) (0.1209) (0.3187)

ERER ¢ HARS (1,1) B ETHEAR - RETNHENRA p E © * B DRIRTGERIFRZE IKE 10% ~ 5% £

1% °
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EREERE F 20 £5 10

5% 9 VIEIEHE B ZE B8 E — Fama-French =ZFEF1ED{

Ba Lk HARS a RM-RF SMB HML GA Adj. R?
TEIER RS 1.1) 0.0864***  1.8241**  1.3314**  .0.1702***  0.3064*** 0.0840
vs. SHIER RS (0.0004) (0.0000) (0.0000) (0.0076) (0.0003)
TEVRER S (1.1) 0.1317*** 1.6406*** 1.8947***  -0.0053 0.2546*** 0.2486
vs. IFHE (0.0000) (0.0000) (0.0000) (0.9101) (0.0000)
TEIER RS (1.1) 0.0634***  1.1486***  0.8556*** -0.1091***  0.3386*** 0.1525
vs. EUH R (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)

FRRA : BARY (1.1) dEETER - GA R ZERBMMNEREH - SHEREEAER 1 k0 R
HTHHEMAAp E - * B DRRTERIFRZ IKZEE 10% ~ 5% EL 1% ©

o R

5 (RUTEAE Z A E A B HY R BHAR B2 ( =4/ - B itk 20 HEEZE
750 H) - HApFEES S B RS - mE M S A R AR S A ThRE -
FE b HAR RIS - AW FE R BRE MR R S A AH Y BHAR 28 EF 5 SCERTERR R
AR BHAR ZEEITEAE 0 MFST o b B e sE B R 40 - $97E T — 4R 1% B A
B FIREVEREEE 22 52 o 07 BHAR | (FPF 750 HIIE = M) % A EfE A 4 Y
SRR A REEHAER 10 -

7% 10 /Y Panel 1 (RDAHR S A RHARAS Ry ho I 0 [ - 28 B PR B AR i [ R & m) s 2
BHAR - 5.2 » &R REE - HI%&EAE LTE H bR R B E i B2 HE
WF - RIRIAE S » FLRF @ S BRI - 32 10 BY Panel 11 (R DAEAE & A
Rl I E - S AR M B BHAR N BEZEER - LR 2HE - HR0
3 PR 7 JEE B PR B 2B [ i B S BRI 4% © Fama-French =Kl FE5H 3% E REHFERL
Htir s HART Ry bR 56 2 HZE 55 36 A - Jensen’s Alpha (a1 F5 2255 11 - #plZ=E M
EZEE 12 - BHIFEE M EFRNE I - FE A S FHAY Jensen’s Alpha BU{EZ W
MERL o 7 B yE i AR e al A Pl - HARE (2,24) BY GA REUR -0.0624 - HARY (2,36) F%
Z£ -0.1049 » JRENFERS HHEBE A #H A Jensen’s Alpha B2 o BB BHYE - R A e )
FHEE—AHHETT LS - GA FREE RIS RIZEE & BUE » /REIEH Jensen’s
Alpha BHEHE /N © o

8 ERESERLREISN IPOs EHAR AN (Aggarwal and Rivoli, 1990) » {EZE A IPOs Al AN[E] 25
(EFAfE > 2011) © Chen (2001) TFiRE FEREREE M & 75 RS - AT ERITER FLECR R ZZ
SEAIRRERGESR MU — 2 8071 - FERERREE A N EGER -
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HEART B RJEH LTI R o) b e R 2

1.00
0.80 -

JHAIER S
0.60
0.40
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0.00

T FAMEEREE

-0.20

-0.40
020 250 500 750

iSRS VS. SHImERRE

stk
ok
* [

miEGERRE VS, 1 H R

" . 8 8 See——— e
WA VS, HHE

kk
* il = “

SREE ¢ ox ~ oxx B xxx DRIRIRFER BHAR 19BUGEESIREE IKEE 10% ~ 5% Ed 1% °

5 REIEN — B HRE

& 10 BHAR 5, ¥ EHEEFEITILAYE L R
Panel | | A&5E &SR EE AR EEmE

I5H Model E1 Model E2 Model E3 Model E4
HEUE 0.6434*** (0.0001) 0.6058*** (0.0003) 0.0870 (0.6375) 0.5607*** (0.0095)
ERRETEID4G: -0.1660*** (0.0004) -0.1787*** (0.0001) -0.1723*** (0.0001) -0.1652*** (0.0004)
FETEERBN =R - 2.1677*** (0.0000) - -

B ERMZ= - - 5.6827*** (0.0000) -
MBIFR=X - - - 0.9969*** (0.0001)
BEEBRER - - - 0.1126 (0.3250)
TELTREY - - 0.0393 (0.1300) -0.0104 (0.6939)
TREEEER - -0.0002 (0.5211) -0.0001 (0.8205) -0.0003 (0.3138)
Adj. R? 0.0186 0.0880 0.1238 0.0397
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Panel Il * #A&EE A1 H S AEERIE0H SHE

EAGDHE

%26 B% 14

I5H Model E1 Model E2 Model E3 Model E4
HEIE 0.2695 (0.1586) 0.1921 (0.2840)  -0.2258 (0.4520) 0.4919 (0.1056)
ERRBTEND 4 -0.0238 (0.7004)  -0.0348 (0.5450)  -0.0105 (0.8546) -0.0271 (0.6493)
RELSERANZR - 2.3356*** (0.0000) - -

& ERBN = - - 5.0757*** (0.0000) -
RIBIFFR - -- - 1.4816*** (0.0000)
BHEEER - -- - -0.0873 (0.5941)
TERETRE - - 0.0042 (0.9685) -0.0890 (0.4173)
TR EEHA - 0.0000 (0.9309) 0.0000 (0.8568) 0.0000 (0.9921)
Adj. R? -0.0036 0.1407 0.1540 0.0776

#AA - BHAR, 1R¥FH 750 HHAMEE®M - M EMENE L HRE=FFHK - {EINApE -~ &
o RRIFRNERIFEE KL 10% ~ 5% 81 1% ©

*& 11 RHEIFET — Fama-French =& F4&=

EE HARS a RM-RF SMB HML Adj. R?
) 727*** 1 -2 *kk 7 22*** - ) 2 Kk
2.12) 0.0 595 0.79 0.3209 0.3274
(0.0000) (0.0000) (0.0000) (0.0000)
0.0495** 1.1497*** 0.7861*** -0.2167***
&1 2,24 0.2874
TRIRE (2.24) (0.0000) (0.0000) (0.0000) (0.0000)
0.0202*** 1.0159*** 0.6356™** -0.1619%**
(2,36) 0.2070
(0.0004) (0.0000) (0.0000) (0.0000)
0.0517*** 1.6273** 1.4575* 0.0056
(2,12) 0.3531
(0.0031) (0.0000) (0.0000) (0.9432)
0.1255%* 1.7751** 1.6838*** -0.0424
)=\ 2,24 0.2627
BN (2.24) (0.0000) (0.0000) (0.0000) (0.4976)
0.1317** 1.6400*** 1.8854*** -0.0034
(2,36) 0.2536
(0.0000) (0.0000) (0.0000) (0.9462)
0.0015 1.0502%** 0.7013** -0.1498***
(2,12) 0.1864
(0.8907) (0.0000) (0.0000) (0.0066)
o 0.0385*** 1.0939*** 0.8289*** -0.1585***
5K 8 2,24 0.1611
& (2.24) (0.0003) (0.0000) (0.0000) (0.0000)
) 2 *kk 1 i 1 41 hkk ) 41 1 *kk - -1 *kk
(2.36) 0.0628 9 0.8 0.1068 01427
(0.0000) (0.0000) (0.0000) (0.0001)
-0.0166 0.8013*** 0.8544** -0.0921*
(2,12) 0.1429
(0.1192) (0.0000) (0.0000) (0.0797)
0.0211 1.1689*** 1.1315%* -0.0853*
ST 2,24 0.0975
AR (2.24) (0.1589) (0.0000) (0.0000) (0.0723)
0.0905*** 1.8200*** 1.3242%%* -0.1687**
(2,36) 0.0826
(0.0006) (0.0000) (0.0000) (0.0122)

FREA  HARE (2,12) $5ETHEE 2 HESE 12 B - HEMKILAEHE - RETHENAR p E >~ ** B 3l

FRIVERIFEZ IKEE 10% ~ 5% E2 1% ©
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HEART B RJEH LTI R o) b e R 2

* 12 REFIEVMERIZ R TE — Fama-French =& F1&=(

B e HAE a RM-RF SMB HML GA Adj. R?
0.0981***  1.6097***  1.0564*** -0.1688***  -0.0190
(2,12) 0.1028
(0.0000) (0.0000) (0.0000) (0.0001) (0.4776)
&1 0.1152*** 1.3742%*  0.8943**  -0.1664***  -0.0624***
it Eﬁaﬁ (2,24) 0.1246
vs. SHIERfE (0.0000) (0.0000) (0.0000) (0.0000) (0.0015)
0.1266***  1.1909***  0.7318***  -0.1422***  -0.1049***
(2,36) 0.1217

(0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
0.1753**  1.4263**  1.2387**  -0.1441***  -0.1038***

(2,12) 0.2839
(0.0000)  (0.0000)  (0.0000)  (0.0000)  (0.0000)
& 0.2000%*  1.2412***  0.9876**  -0.1725**  -0.1496***
it EER% (2,24) 0.2782
vs. 1FH B (0.0000)  (0.0000)  (0.0000)  (0.0000)  (0.0000)
0.2135%*  1.0907***  0.7724**  0.1460***  -0.1929***
(2,36) 0.2217

(0.0000) (0.0000) (0.0000) (0.0000) (0.0000)
0.0673**  1.1915%*  0.8322** -0.1576***  -0.0050

(2,12) 0.1883
(0.0000)  (0.0000)  (0.0000)  (0.0000)  (0.6995)
& 0.0674***  1.1485**  0.8077***  -0.1664***  -0.0225**
st EEE% (2,24) 0.2173
vs. EEE (0.0000)  (0.0000)  (0.0000)  (0.0000)  (0.0392)
0.0614***  1.0420***  0.6830***  -0.1448**  -0.0430***
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Do Investors Overreact to the Result of Initial Public Offering
Subscriptions?

Chao-Shi Wang, Associate Professor, Department of Business Administration, National Taichung
University of Science and Technology

1. Introduction

Investors may choose to invest in initial public offerings (IPOs) during one of the two
following periods: when the subscription activity is opened, or immediately after stocks are
listed for trade. To maximize gains, investors should invest during the subscription period.
However, investors cannot ascertain market demand during the subscription period, and this
information asymmetry exposes subscribers to the risk of winner’s curse (Rock, 1986; Koh
and Walter, 1989; Levis, 1993; Keloharju, 1993; Chowdhry and Sherman, 1996; Lin et al.,
2010). To avoid increased risk, purchasing stocks after they are listed for trade is logical
because this provides investors with the flexibility to adjust their trading strategies based on
the subscription result (or subscription demand). In this study, we examined this herd
behavior. According to the concept of information cascade (Welch, 1992), market demand
reaches an extremity when investors form decisions based on other’s trading activities.
Therefore, this study examines whether investors overreact to the result of IPO subscriptions.

Based on behavioral finance, overreactions are likely to occur in environments
characterized by high information asymmetry (Kahneman and Tversky, 1979; Daniel et al.,
2001; Hirshleifer and Shumway, 2003). Previous studies on IPO overreaction have identified
information asymmetry to be a common characteristic and that investor decisions are easily
influenced by sentiment (Lowry, 2003; Ljungqvist et al., 2006; Coakley et al., 2008). Wang
et al. (2007) measured investor overreactions based on first-day opening returns and found
that first-day returns are negatively correlated with long-term stock performance.
Furthermore, Wang and Chen (2008) and Wang (2011) extended their studies on IPO
overreactions and detected that subscription demands are a reverse indicator of long-term
performance.

Unlike previous studies, we did not use subscription demand or first day return as the
proxy variables for measuring overreaction; instead, we assessed a transaction-oriented
framework to distinguish subscription demand-guided type from other information-guided

type to create an isolated environment for measuring overreaction.
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2. Methodology

The transaction-oriented framework was primarily based on the logit model (Eq. (1)),
where subscription aggressiveness (the proxy variable for subscription demand) (Eq. (2))
was used to estimate the probabilities of an IPO reaching the limit up on the first opening
quote. The explained variable was a dummy variable used to signify whether a stock reached
its limit up on the first opening quote. Samples achieving the limit up on the first opening

quote were assigned a value of 1; those that did not were assigned a value of 0.

log £ =B, + B AGGRE, + ¢,
I=F )

AGGRE, = ln(;)
ALLOC, )

Where P, denotes the probability of the ith IPO achieving the limit up on the first opening
quote, AGGRE denotes the subscription aggressiveness for the ith IPO, ALLOC denotes the
allocation rate for the ith IPO, f denotes the regression coefficient, and ¢ is the error term.

The fitted value of this model represents the estimated probability of an IPO achieving

the limit up on the first opening quote based on subscription demand. The residuals in this
model were treated as the influence of other information investors relied on for decision
making. The residuals have a value between -1 and 1; this was the basis for distinguishing
the four sample groups. A residual value close to 0 indicates that the first opening quote for
an IPO was driven by investor perceptions of the subscription demand. Based on the driving
forces behind investor decisions, samples were distinguished between the subscription
demand-guided and other-information guided types. Both types were further divided into two
groups based on directionality, producing four overall samples.

1. Subscription demand-guided type: IPOs whose first-day performance was consistent
with the direction suggested based on subscription demand. This sample was further
divided into two groups: the “active-guided group” where the subscription demand
led the IPOs to reach their limit up on the first opening quote (defined by positive
residual values of less than 0.5) and the “inactive-guided group” where the
subscription demand did not lead to the IPOs reaching their limit up on the first

opening quote (defined by negative residual values of greater than -0.5).
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2. Other information-guided type: IPOs whose first-day performance was inconsistent
with the direction suggested based on subscription demand. This sample was further
divided into two groups: the “good-news-guided group” where positive news led the
IPOs to reach their limit up on the first opening quote (defined by positive residual
values equal to or greater than 0.5) and the “bad-news-guided group” where IPOs
did not reach their limit up on the first opening quote (defined by negative residual

values equal to or less than -0.5) because of negative news.

3. Empirical Results

Overall, 868 IPOs, sampled between December 1997 and December 2009, were used
for conducting empirical analysis. These samples were obtained from the database of Taiwan
Stock Exchange Corporation and Taiwan Economic Journal. Empirical analysis was
conducted in three steps. First, we explored the primary factors that could explain the [PO
first-day performance, including subscription demand and fundamental conditions. The
results showed that the subscription demand was vital to trading decisions of investors and
that the fundamental conditions were less important. This result explains the meaning of the
question raised in this paper (i.e., whether investors overreact to the result of IPO
subscriptions).

Second, a logit model was formulated to estimate the probability of an IPO gaining its
limit up on the first opening quote based on subscription activity aggressiveness. This model
produced the residuals that could be used to explain how transaction activities were guided.
The results showed that in 72.35% of the sampled IPOs, first-day performance was guided
by the subscription demands, suggesting that subscription demands were a major investor
consideration. According to the residuals distribution, the positive residuals were skewed to
the right, indicating that IPOs gained their limit up on the first opening quote primarily
because investors had placed their bids based on subscription demands and that positive
news played a less vital role. The distribution of negative residual values was relatively
balanced. Therefore, IPOs typically gained their limit up on the first opening quotes because
investors had observed high demand during the subscription activity and sought to purchase
stocks after they were listed for trading. By contrast, when subscription demand was low or
other negative news were prevalent, investors were inclined to sell stock, resulting in IPO
failure to reach its limit up on the first opening quote.

Finally, we tracked the IPOs’ performance over three years after listing. Regarding the
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initial performance, the active-guided group presented the best, followed by the good-news-
guided group, the bad-news-guided group, and the inactive-guided group. This shows that
when most investors based their trade decisions on subscription demands, the initial
performance tended to reach its extremity, which is consistent with the information cascade
concept. IPOs that had been guided by subscription demand during their long-term
performance tended to move significantly in reverse to the initial performance, which
matched the description of overreaction. This indicates that investors tend to be overly
optimistic about IPOs with high subscription demands and overly pessimistic about IPOs
with low subscription demands. Compared with the other information-guided group,

overreaction was more apparent in the subscription demand-guided group.

4. Implications
When investors form decisions based on market trading activities, information cascades
may occur where stock prices are overly adjusted. Past studies have raised concerns that
subscription demand is prone to irrationality (Wang and Chen, 2008; Wang, 2011) and that
investors might enhance these overreactions if they base their trade decisions on subscription
results. Although performance during the initial listing period was consistent with the
herding direction, samples with subscription demand-guided transactions exhibited

overreaction in the long term.

5. Contributions

This study presents a new method for examining stock market overreactions. However,
subscription demands should not be presumed to influence all samples; instead, samples
should first be distinguished by factors affecting first-day performance (e.g., subscription
demands or other information). This would create an isolated environment in which to
discuss overreactions and enhance the significance of the obtained results. The second
contribution is practical. When investors decide to avoid the risk of winner’s curse by
withdrawing from subscription activities and decide transaction strategies on the first day of
listing based on subscription results, they become subject to overreaction. Although the
active-guided group tended to outperform the other groups during the initial period after
listing, this caused speculation and made this group unsuitable for long-term stock holding.
This is especially concerning for issuing firms that highly emphasize on operating stability

because they do not wish to see their stock overpriced and made volatile by the market.
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