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2009 -09 - 30 180
232 IPO.
1 1PO
Table 1 Statistical analysis of IPO stocks in first day
/ / (%) (%) (%) (%)
2005 15 6.65 13.06 57.14 45.12 -0.63
2006 65 8.15 15.09 71.12 84.81 0.28
2007 126 11.47 22.37 64.56 193.07 0.39
2008 77 11.94 18.00 80.36 114.87 - 0.60
2009 99 23.32 31.71 79.31 74.15 0.29
2010 350 29.58 36.65 71.63 41.07 -0.36
2011 269 26.53 29.23 68.27 21.83 -0.52
143 22.77 29.18 71.02 66.88 -0.22
2.2
BSI
Baker  Wurgler ™ Logistic
IPO
2 2
PO N N
1%
Kumar Lee " IPO
Kaniel 12
IPO IPO
IPO
S (v, - 15) 1P
BSI, = — (2)
Z (VB; +V5)) 2 PO
VBj ! j PO Table 2 Impact facu')r analysis of investors’ buying
in first day of IPO
VS, j IPO
BSI
- 0.008 0***( < 0.01)
0.348 0**( < 0.01)
- 0.001 2% < 0.01)
- 0.345 97 ( < 0.01)
e “17
" Barber 2% 07; 2. N N N “1\“ N
“0”; 3.
“ ( systematic noise) ”
Diether
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-0.862 2 0.979 0
IPO 0.0524 0.460 9.
/
- 0.056 9
3
3
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Table 3 Statistical analysis of investor sentiment and disagreement
BSI - 0.050 5 -0.109 0 0.517 1 - 0.862 2 0.979 0
0.201 9 0.189 7 0.071 5 0.052 4 0.460 9
- 0.056 9( 0.39)
P
150.32%
3 115.58% 14%
IPO
3.1 IPO
PO IPO PO
PO
(
) PO
®, 4 PO 100%
2007 ~ 2009 IPO PO
4 1PO
Table 4 Performance analysis of IPO stocks
(0 1) (1 60) (1 90) (1 120) (1 180)
A
150.32 - 8.42 - 10.89 - 11.11 -16.37
115.58 - 12.64 - 19.25 - 21.54 - 23.44
PO - 028" (<0.01) | - 021™(<0.01) | - 0.26™*(<0.01) | - 0.39***( <0.01)
B
153.15 - 8.48 -9.44 - 10.77 - 10.52
117.32 - 11.55 - 12.28 - 8.58 - 6.99
PO - 039" (<0.01) | - 0.28(<0.01) | - 0.22"*(<0.01) | - 0.17***( <0.01)
Dl ;2. PO (0 1) PO I TN
e 19.5%  10%
5.A 1 ~5
PO
® CAPM  Fama-rench 3
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Table 5 Sorting analysis of IPO returns based on investor sentiment and disagreement
5 1 2 3 4 5
A PO
IPO 134.65 140.21 148.52 110.72 217.52 82.8777%(3.42)
60 1.96 -2.50 - 15.80 - 15.94 - 10.11 - 12.07*%( - 2.08)
90 7.22 - 8.57 - 19.39 - 20.67 -5.81 - 13.04" ( - 1.89)
120 10.74 -9.68 - 26.58 - 25.88 - 245 - 13.19° ( - 1.72)
180 14.06 - 15.21 - 32.05 - 24.49 5.07 - 8.99( - 1.16)
B PO
PO 103.69 103.08 169.47 151.76 223.62 119.907*( 5.66)
60 -9.68 -0.26 - 10.85 - 10.56 - 11.02 - 1.34( - 0.27)
90 -9.29 - 3.88 - 11.35 - 11.79 - 10.91 - 1.62( - 0.23)
120 -17.76 - 4.08 - 14.87 - 15.78 - 11.36 - 3.61( - 0.45)
180 - 832 - 1.69 - 15.55 - 15.24 - 11.82 - 3.50( - 0.37)
L Huber-White ! RN 1%5%  10%
3.2 N PO 33 N IPO
N PO
IPO
6 IPO 7 7
90 120 180
PO © IPO
1 ~3. 1
PO PO
5 1 5 N
PO
IPO 2
5 5 IPO N
3.
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Table 6 Investor sentiment disagreement and IPO initial returns
5 1 2 3 4 5
62.975 3" 33.0433 79.222 2*** 120.363 7% 30.764 7 122.393 1
(1.79) (1.01) (3.23) (5.39) (1.00) (5.14)
414.705 77"
(4.42)
108.893 2
(0.65)
- 28.858 7| - 21.6923 - 40.321 2" - 10.899 4 - 41.857 1** - 36.898 9
(- 3.66) (- 1.55) (-3.51) (-0.64) (-2.13) (- 1.46)
-0.2893 -0.195 1 -2.3269 - 8.946 5% * 0.942 0 3.461 0
( - 0.56) (- 0.66) (-0.91) (-2.31) (0.26) (0.95)
24.746 3 20.647 1 39.667 6 -1.949 9 138.989 17 -23.755 8
(0.74) (0.32) (0.97) (- 1.56) (1.71) (-0.26)
PO - 6.553 7% | - 3.264 3% - 6.321 2% | —9.053 5% | - 7.8155%% | - 909868
(-6.37) (-2.13) (- 4.00) (-3.35 (-2.68) (-2.91)
0.100 7 0.082 6 3.179 3 3.4130 - 1.0549 - 4.205 3**
(0.39) (0.53) (1.74) (1.60) (-0.68) (-2.52)
R? 0.363 0.129 0.357 0.373 0.170 0.408
R Huber-White t 2 e 1%5%  10%
7 . PO
Table 7 Investor sentiment disagreement and IPO long-term returns
90 120 180
- 18.769 0% ( - 4.18) - 21.161 17%( - 4.06) - 18.763 0***( - 3.67)
40.556 2( 0.96) 43.428 9( 0.97) 55.456 0( 1.21)
1.670 5( 0.57) 2.181 8( 0.57) 3.933 7( 1.13)
0.014 9( 0.11) 0.241 7( 1.48) - 0.000 4( - 0.02)
21.911 7*%(2.16) 20.225 0( 1.37) 10.054 5( 0.78)
1PO 2.215 5*%%( 6.18) 2.815 4**%(5.98) 3.425 4*%%(5.42)
- 0.396 7 ( - 2.72) - 0.430 4***( - 2.76) - 0.335 1*%%( - 2.95)
R? 0.172 0.176 0.167
DL Huber-White t R e 1%5% 10% .
8 9. 8 9
IPO
PO IPO 1
Baker  Wurgler ™ PO
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Table 8 Investor sentiment disagreement and IPO initial returns( robustness check)
5 1 2 3 4 5
8.497 5 17.699 577 25.571 9 30.683 9 38.311 6 55.194 1
(1.31) (3.47) (4.75) (4.57) (5.65) (6.29)
103.462 0
(2.61)
157.002 1
g (3.17)
- 12.441 27 | = 10.150 57 - 9.065 5 - 16.241 0™ -9.7359 - 13.946 2
(- 4.69) (-4.22) (-2.07) (-2.71) (-1.11) (-1.23)
-0.799 17 -0.2190 - 0.009 3 - 1.409 4 - 4.257 77 -1.573 1
(-2.23) (-0.42) (-0.03) (-1.59 ( - 3.40) (- 0.99)
- 6.456 6 - 10.201 1 -5.3522 9.6109 - 16.553 0 -51.821 6
(-0.83) (- 1.06) (-0.43) (0.67) (- 0.74) (- 1.29)
o - 143927 | — 1702 1% | - 1.461 1% | - 1.112 0% - 1.770 9*** - 0.992 8**
( - 7.40) (-4.7) (- 5.45) (- 4.64) (- 4.68) (-2.07)
- 0.877 07 -0.617 2 -0.2513 - 0.911 4™ -0.4342 - 2.226 87
(-3.04) (-1.52) (- 0.78) ( -3.10) ( - 0.99) (- 4.83)
R? 0.428 0.277 0.269 0.331 0.306 0.463
oL Huber-White t R e 1% 5% 10%
N IPO
9
90 .120 8
120
9 . PO ( )
Table 9 Investor sentiment disagreement and IPO long+term returns( robustness check)
90 120 180
- 2.043 1( - 1.46) -3.0355" (- 1.69) -3.3305(-1.11)
56.521 6*(3.11) 53.339 5%*(2.43) 62.004 6 ( 2.11)
1.972 5( 1.32) 2.042 0( 1.05) 1.089 8( 0.38)
0.099 3( 0.75) 0.302 5( 1.58) 0.378 8( 1.49)
8.333 3" (1.77) 13.139 7 ( 1.90) 33.233 97*%( 2.80)
PO 0.330 3%*%( 3.34) 0.373 8**%(2.70) 0.704 9%*%( 3.15)
- 0.0850( - 1.11) - 0.065 1( - 0.64) 0.181 4( 0.96)
R? 0.037 0.032 0.062
L Huber-White t TN 1%.5%  10%
Barberis  Huang » PO
Green  Hwang ** PO

( gambling preference)
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Investor sentiment disagreement and IPO puzzle in China’s stock market

YU Hong-hai' LI Xin-dan' GENG Zi<yang’

1.School of Management and Engineering Nanjing University Nanjing 210093  China;
2.Shanghai Pudong Development Bank Shanghai 200002 China

Abstract: The phenomena of high initial TPO returns and poor long-term returns are popular in China’ s stock
market and the traditional rational financial theory is unable to explain such phenomena at the same time. In
this paper based on the behavioral financial theory from the perspective of investor sentiment and disagree—
ment we construct a buy-sell imbalance( BSI) index using initial IPO from the investors’ trading data to
represent investor sentiment to study these IPO phenomena in China. We find that investors’ sentiment and
disagreement both have significant positive impacts on the initial returns and when the disagreement is big
the impact of sentiment is more serious. Meanwhile sentiment has significant positive impact on the long-term
abnormal return but disagreement has no such impact. This paper provides explanations to the IPO puzzle in
China’ s stock market from the perspective of individual investors’ irrational biases.

Key words: IPO puzzle; investor sentiment; disagreement; investor trading



