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Analysis on venture capitalists’ strategies in IPO market based on evolution—

ary game
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Abstract: In the IPO market the asymmetry information between venture capitalists( VCs) and outside inves—
tors can easily lead to adverse selection problem during the process of venture capital exit. However the in—
centive effects of reputation and the punishment effects of supervision can reduce even avoid such problem ef—
fectively. Considering the bounded rationality of players we analyze the interaction mechanism between the
VCs’ policy and the outside investors’ policy by using evolutionary game theory and method. We demonstra—
ted the incentive effect of reputation and the constraint effect of supervision on different VCs and discussed
how the reputation and supervision guide VCs’ strategy selection. At last some suggestions are offered for
both VCs and outside investors which can provide a theoretical basis for solving adverse selection problem in
venture capital.

Key words: adverse selection; evolutionary game; replicator dynamics equation



