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An Empirical Analysis of the Initial Public
Offeringsand Market Quality

Ming-Chang Wang, Yu-Jia Ding

Abstract

The purpose of this paper is to investigate the impacts on market quality arising
from various IPOs issuing markets in Taiwan. We apply three variables of market
quality, such as bid-ask spread, market depth and transient volatility, which examine the
impacts of various IPOs systems and provide references to the official policymakers and
investors. Empirical results show as follow: (i) if the issuing conditions of IPOs markets
are more strict, relatively its market quality would be improved,; (ii) the improvements in
market quality of IPOs first day are the best during the honeymoon period of IPOs;
when IPOs initial returns increase, the market quality declines relatively; and (iii)
deregulation of price limit during first five days of IPOs would improve the market
quality. Based on the above, the strict prerequisites of IPOs could reduce the
information asymmetry between issuing firms and investor, which improve the market
quality of securities. Market participants should carefully assess the risks of IPOs
institutional differences.
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® 1 IPOSAFIEA T 5 hnE SRR ATt

R RSB A N S R B B R M S 5T - IPOs A B RHEEE SR s 1L IR
(Age) : DS T AEIRHH — 1L H ; Th&ER(Eps): J:]‘—Eifg 3 M REY |
FEieR (Insider) - & B 77 A B/ AR B 5 P39 h %R (0dd) - e B BB B 2=
(Spread): R EEEEE § TH5HREE (Depth)i e EEEREEET S SN )
P (Volatility) : 7 60 5 S RIHRAZAE 2 - 55 1 KB % (Dayirl) : 55 1 K IPOs
FEIE (%) — [ IPOs L HES 1 K AMTRIF(%): 55 5 KIBEHMHI= (Dayirs): 55 5 X IPOs
HkiE (%) —[] IPOs i HES 5 KAHBIRIE(%) - 55 20 KiEEEHH= (Dayir20) : 55 20
K IPOsikilE (%) — [H] IPOs 7 HES 20 KA IR (%)

Variables Mear Q1 Mediar Q3 Maximun Minimun  Std. Dev
Age 8.291 7.83¢ 8.351 8.79¢ 10.00: 5.40: 0.71
Eps 2.0¢ 0 1.48: 2.94: 37.33° -5.9¢ 3.13¢
Insidel 14.98: 18.73( 26.1 35.0: 98.01 0.3¢ 14.95:
Odc 21.15: 1.49( 3.11 17.7: 10C 0.t 34.57.
Sprea 0.26¢ 0.05( 0.1 0.2t 73.6¢ -245.k 0.607
Deptt 2241 13 19¢ 123i 2121000 O 8327
Volatility =~ 0.80¢ 0.0¢ 0.3t 0.c 16( 0 1.77:
Dayirl 0.22¢ 0.0z 0.06¢ 0.21¢ 7.27¢ -0.23¢ 0.531
Dayirs 0.24¢ -0.01% 0.13¢ 0.36: 4.60¢ -0.31 0.47¢
Dayir2( 0.24¢ -0.05] 0.1 0.38¢ 3.67¢ -0.41:¢ 0.50¢

ul
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T2 IR URIE

RFARLIP A& ] IPOs A B RHEU BE RIS S8 SR 4 - HEMSES
G TR T fE - IPOs A EIFRHEEBE Bat TR (Age) © DLEH T A EIEEH
H—81rH ; FRAER(Eps): Eiifil 3 F 9 &es © ER SRR (Insider) : SRR
e AR 5 S %R (0dd) - BT N H E (H 7= (Spread): f(EEEEE 5 1
% (Depth): R EEHEREEHEACH RN ; KEhE(Volatility) © Fi 60 52 7 H
A o 5 L KA (Dayirl) © 55 1 X IPOsikiE(%)—[F IPOs EfiHE 1 X
REETRIE(%) » 55 5 KB ERHHIR(Dayirs) : 55 5 K IPOsikiE(%) —[5 IPOs_Efi H5 5
RARHETRNE (%) - 55 20 KiEZRHAHA (Dayir20) : 55 20 K IPOskiE(%)— 7] IPOs L
HZE 20 K ASRME (%) o ¥+ FoniE 10 BHE /KAE >+ TRz SWHVEE /KR - * /o
2 10%1 B /KA -

Panel A : Age

VVﬂriahles ]nw B high o Diﬁereﬁée t value i
Spread 0.236 0.269 0.033 -30.330% %
Depth 2380.8 752.9 -1628 -112.80%%*
Volatility 0.759 1.292 0.533 173,924
Panel B : Eps

Variables Tow 7 high Difference { value
Spread 0.263 0.282 0.019 17552
Depth 23452 1136.8 -1208.4 -83.88%
Volatility 0.698 1.946 1.249 41496+
Panel C : Insider

Variables low high Difference t value
Spread 0.266 0.258 -0.008 -T.42%%%
Depth 23456 1129.7 -1215.9 -84.28%
Volatility 0.73 1.609 0.879 288.85%%*
Panel D : Odd

Variables low N high o Difference t value
Spread 0.27 0.226 -0.044 -40.01 %%
Depth 2319.7 1405.3 914.4 -63.38 %k
Volatility 0.76 1.29 0.531 173.34%%*
Panel E : Dayirl

Variables low o high o Difference t value
Spread 0.265 0.265 0 -0.02
Depth 23409 1181.3 -1159.6 -B0. 43k
Volatility 0712 1.795 1.083 357.81%+*

Panel F : Dayir5

Variables low o high B Difference t value
Spread 0.264 0.274 0.01 8.R4wik
Depth 23363 1228.1 -1108.2 -76.8%%*
Volatility 0.698 1.944 1.246 413.18%**
Panel G : Dayir20

Variables low high Difference t value
Spread 0.264 0.277 0.013 11 A%
Depth 23395 1198.7 -1140.7 -79.2] *#+
Volatility 0.699 1.931 1.233 409.47%**

ul
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*3 WA GhE 2 2 (B ETAHER)

ARFARLL BT BB ST TSR T 5 R Sy bt B B8 TR 3T - T35
B EEUR E H (B2 (Spread): fEHEEE © T %E (Depth) - i EH (HMRES
B FE NN KB (Volatility) : Fif 60 A Z IR 2 - T Fe E 8y Eri(TSE)
FAE(OTC) ~ LAEEE Eri(O_T) 5 55— Lri(F) o P S s AU [ (Price)~ KA
A& (Volume) ~ AR iz =i (R (H (HiLow) © *** FoREe 1B/ » = R
SYFNEEIETKAE » *FoRiE 10WEE/KE > ()N tE -

Spread Depih Volatility
Variables Model A Model B Model C All Model A Model B Model C All Model A ModelB  ModelC Al
-— 0.1753%4% 0160645 0.1169%%  0.1727%%* 175200+ 1648.0% %+ 1560.4%%% 1763.9%% 0093455 0500443 -1 3843EH 0146445+
- (55.4) (29.99) (15.94) (55.8) (60.97) (20.40) (14.11) (66.55) (-4.040) (+12.25) (-22.77) (-6.500)
ore 0.0035%** -0.2357%*+ 21123 220.64%= 0.7971%%* -2.0627%**
(-3.38) (-80.33) 216.2) (8.520) (-101.4) (-93.76)
or 0.01048% 0.0079%%% -1454.8%%% 67845 0.2681%%* 0.5318%%
= (6.51) (5.47) (-59.16) (-53.39) (21.56) (4927
- 02424%5 (239254 177025 L1892 0% 1303745 1.2656*%*
(73.41) (78.59) (-34.58) (-70.45) (46.33) (55.47)
Price 0.0040%4% 0.0004 0.0077%8% 0.0037%%% 0.0357%%= -0.0489% %= 0.0535%%s 0.03]5%%% 0.000] %% 0.000] =+ 0.0003%%% 0.000] ###
e (9.88) (0.66) 191y (9.41) (9.580) (-4.540) (-3.640) (9.190) (64.58) (36.14) (37.73) (6732)
Volume 00014%5=  001125%%  00076%*  -0.0002 0.0002%+* 0.0004% %+ 0.0004% 0.0002%5= 0.1096%=*  (.1597*5=  (.1524%%=  (.1155%%2
bt (373) (17.11) 8.7 (-0.640) (61.92) (42.09) (3351 (69.51) (38.71) (31.45) (20.71) (42.13)
it 0.00045++ 000034+ 0000455 0000455+ SL2S6THHE 205004 19575 L] 30474 0.0039%5%  0.0059%+%  Q.00TI#*+  0.0040%*
e (51.1) (23.66) (19.81) (52.73) (-15.31) (-9.090) (-6.200) (-17.59) (59.22) (49.52) “1on (63.37)
Adj. R? 0.005 0.007 0.039 0014 0.074 0.024 0017 0.071 0.037 0.037 0.043 0.043
F-star 7489 35226 1492.11 1613.74 12858 13102 685.52 9273.2 62213 2022.7 1745 5674

ul
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T4 BRAFHBTEAMETSRGMEZFE

AR IPOSTHE 1K ~ 55 5 KA 20K » RHEMEHEHRMRE TS i E 2
AT - TS i E B HURH H (H7=(Spready fyERHHA © Ti5%E (Depth) :
i ER R ERER S - EE(Volatility) = FiT 60 AT iRz -
JesEE Ry IPOs{& 1 K (IPO1)~ IPOsf% 5 K(IPO5) ~ IPOs{& 20 X (IPO20)- IPOs{% 1
KiaaHpfil=(Dayirl) ~ IPOs 1% 5 KigaH#M=(Dayir5) - IPOs & 20 KiGaHaHR=
(Dayir20)- FZEfEEUR KM Y ([ (Price) KR pACE (Volume) ~ A = B (RG22
{E(HiLow) - ¥ FoRiE 1% YBIE/KAE » ** FoRiE SYHVEHE/KAE » *FoRiE 1005
HRAE - ON R tE -

Spread Depth Volatility
Variables Model A Model B ModelC Al Model A Model B Model C Al Model A Model B ModelC Al
Int ept 0.1805%++ 0.1805%*# 0.1790%%* 0.1 78G%+* 29 899 25.744 37.776 37.723 0.7377%%% () 7475%* S0.7648%%%  -().7595% %
niercep! (60.85) (60.83) (60.27) (60.23) (1.15) (0.99) (1.44) (1.44) (-34.16) (-34.64) (-35.47) (-35.36)
POl -0.0099 0.0474%¢ 14304044 106934+ 135024 0.3419%*
e (-0.48) (-2.09) (9.18) (620) (10.47) 241
IPOsS 0.0140% 002445+ 542.795+= 639,367+ 0.5925%+ 0.1430%
L2 (1.67) (-2.43) (7.68) (138) (10.15) 201
0.0392%%% 0.0d66%+* -105.08%+ -323.6] *** 0.5295+#=* 04041 %=
2,
1P0s20 (9.48) (10.05) (-291) (-7.89) (17.78) (11.99)
. 0.16534%4 0.0545% 1772844+ 1510590+ 14,860+ 10.0045%%
1POsi_dayirl (5.84) (.77 (7.18) (5.59) (12,75) (45.03)
& g 0.1556%+* 0.043454% 663.524%+ -183.92 8.2207%+% 3,11364++
1POs5_dayirs (1125) (258) (5.31) -1.23) 79.75) (2537)
; 0201445 021 14#4+ 6168345 50444404 44148588 33Tg1%es
s2 iy
1P0Os20_dayir20 (27.74) (25.71) (1036) 9.02) (89.95) (6241)
S 0.0049%%  0.0040%%*  0,0051%¢% 000524+ DOMGUHE 00474%%% 00461 0046190+ 00002+ Q0002%+%¢ 000024 0,00025%%
o (12.32) (12.34) (12.84) (12.89) (13.26) (13.39) (13.00) (13.01) (72.03) (72.59) (73.38) (73.54)
Volume 0.0021%4%  00022%% D025+ 00025 00002 000024%* 00002+  0.0002%%+ 00971 (0943 008984+  0.0802%%%
e (-5.75) (5.90) (-6.85) (-6.88) (65.47) (65.34) (65.30) (65.32) (35.23) (34.28) (32.70) (32.60)
S D0004%  0.0004%5% 00004455 0000455+ -L2542%%s 12480450 .125(9%ks | 25354 00041555 Q00415 00041555 (.0041%5%
o (5217 (52.20) (52.61) (52.64) (-16.12) (-16.05) (-16.08) (-16.11) (63.01) (63.54) (64.44) (64.62)
Adj. R? 0.005 0.005 0.007 0.007 0.008 0.008 0008 0.008 0031 0.034 0.038 0.046
F-stat 627.63 659.9 91029 50073 11526 11375 11247 657.13 471223 51699 5827.7 3894.8

ul
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TS5 EARBREIRGE & XA S TRE TS a8 2

REHBERBIEIRFE B T 5 B H s B 2 B AT - TSR e S H A
HEE#(Spread) R (EEEEAE 154 E (Depth): R EE EHEKREFETSEN
G e EhE(Volatility) ¢ i 60 SEAC S EREHRITEARE 2 - BFFE B RUR ISR IE PR H ]
(After) ~ X 5k Bk i 72 5 K (after_IPOsS)~ R FL /R ER M & 5 K11V 45 #t B
(after_IPOs5_dayir5) FZEf S8 Ry KAz Uiz E(Price) . KHERAIE (Volume) » K
Tk (RERE A (H (HiLow) - FoREE 19HVBHE /KHE > FoRE SYHTBHE /KA » *FRoR
2 10N /KA - OO R tE -

Spread Depth Volatility
Variables Model A Model B Model © All Model A Model B Model C All ModelA  Model B Model C All
.’Hi‘L’lt't’PF 0.1787%*# 0.1799+%= 0.1800%+* 0.1787+++ -61.152%* 21727 27.195 -57.800%* -0.8471 %% TT29%EE L(TT|THEE -0.8424%5%
(60.22) (60.64) (60.6) (60.2) (-2.36) (1.06) (1.06) (-223) (-39.35) (-35.68) (-35.67) (-39.19)
After 0.0143%#4 0014554 937.40%%* 930.60%++ 0.7759%++ -0.7686%++
: (-13.92) (-14.1) (102.15) (101.18) (101.87) (-100.83)
After_IPOsS 0.0955%4%  -0.1099%* 23726444 220154+ |2823%Hk S2.2966%FF  -D.SETINEE 134654
- (-54) (-6.21) (17.65) (14.18) (8.3) (-20.58) (-4.56) (-10.52 )
After_IPOs5_dayirs Q.1836%% 018357+ 525.53%% 517.25% $856794 8 .8408*eE
T - (1.07) (7.06) 2.2) (2.19) (44.83) (45.10)
1POsS 0.0619%%+  0.0741%#%  Q0741%H% 007734 671.88%%%  79.104 79.129 269.55%* 295774k 23746%%F  2.3751%%F  2.5323%s+
(8.62) (8.58) (8.58) (8.94) a1.zn (L1 (1.12) (3.82) (59.46) (40.33) (40.39) (43.35)
Price 000467+ 0.0050%%%  00050%H  0.0047F% 00272424 00470%F  0.0470%=F 002704+ 0.0001%#F  0.0002%%F  0.0002%%F  0.0002%=%
e (11.61) (12.45) (12.48) (11.64) (7.74) (13.27) (1327) (1.67) (67.88) (73.04) (13.27) (68.01)
— 000207 0.0022%%%  -0.0022%%%  -0,0020%+* 0.0002%%*  0.0002%%%  0.00025%*  (.0002%** 0.1051%%%  0.0968**  0.09541%%*  0.1037+**
olme (-5.35) 577 -5.81) (-5.44) (68.94) (65.5) (65.46) (68.94) (38.29) (35.07) (34.58) (3784
0177 57 0.0005%** 0.0005++= 0.0005#++ 0.0005%++ -1.3575%* 20%*+ 0.0039++# 0.0040% %% 0.004]## 0.0040*==

(52.02)

(

52.19) (52.25) (52.08)

(62.25)

(63.15) (63.56) (62.63)

0.005 0.005 0.005 0.005 0.008 0.008 0.022 0.04 0.026 0.029 0.042

673.39 635.49 537.94 489.62 32350 1194.6 996.3 2328.5 59947 39513 3636.8 4613

ul



