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Table 1 Sample selection
2006 2007 2008 2009 2010 2011
41 126 77 99 349 282 974
2 4 4 5 21 21 57
39 122 73 94 328 261 917
( (1) OP, PO
) Wind  CSMAR ; Msent,  Isent, t
Wind i
CSMAR 1PO "
Wind Uw10,( ) NTS,(
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( . ) Size,( ) PO
CSMAR ( Board) .
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(1) ~ Msent,Isent;  OP,
(3). (1) Hla HI1b (2) OP;
PO : Msent, \Isent; Uncer,( ) Uncer; x
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PO ; (3)
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. 1
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Table 3 Summary statistics of variables
’ 1) IPO (oP)
N p30 " !
0P 917] 0.45 | 0.31 | 4.67 | -0.45] 0.60 ( Msent) (Lsent)
Msent1 |917| 0.03 [-0.15 | 2.01 | -0.63 | 0.58 ( Uncer) ( Risk)
Msent2 |917|-0.02 |-0.14 1.37 | -0.72 | 0.46
e :2) Msentl ~ Msent2Isentl  Isent2Uncerl
Isentl |917| 0.00 |-0.06 3.42 | —4.49 | 1.04
Isen2  |[917| 0.00 | 0.05 | 2.23 | -3.84| 0.74 Uncer2 \Riskl  Risk2
Uncerl |917] 0.14 | 0.11 0.96 0.03 | 0.11
Uncer2 |917] 0.17 0.16 | 0.44 0.02 | 0.07
Riskl  |917[11.99 |10.33 |56.21 1.27 | 7.30 N >
Risk2  |917|44.18 |41.12 [176.74 5.89 | 20.11 :3) Isentl Uncer
Uw10 |917| 0.39 0.00 1. 00 0.00 | 0.49 .
NTS  |917] 0.80 | 0.80 | 0.97 | 0.50| 0.04 Risk  EPS Iseni2 EPS
Age 917| 1.72 1.95 3.26 0.00 | 0.79
EPS 917| 0.55 0.50 3.16 0.06 | 0.29 4
Size 917]20.24 |19.94 |29.50 18.10 | 1.39
2.
4
Table 4 Pearson correlation of variables
A
PEM | ATURN | KH CEFD | MCAR | AHP
PEM | 1.00
ATURN | 0.11° 1. 00
KH |0.77" |0.16 1. 00
CEFD [-0.59" | 0.10" [-0.37"| 1.00
MCAR | 0.39" | 0.37" |0.47" 0.02 1. 00
AHP | 0.33" |-0.18" | 0.37" |-0.11" |-0.10" | 1.00
B
oP Msentl | Msent2 | Isentl Iseni2 | Uncerl | Uncer2 | Riskl | Risk2 | Uwl0 | NTS Age EPS Size
or 1. 00
Msentl | 0.58" 1.00
Msent2 | 0.54" | 0.95" 1.00
Isentl 0.26" | —=0.00 [-0.09" | 1.00
Isent2 0.22" 0.02 0.00 |0.71" 1. 00
Uncerl | 0.46" |0.13" | 0.08 | 0.14" | -0.02 | 1.00
Uncer2 | 0.27° |0.28" | 0.25" |0.19 0.04 [0.16" | 1.00
Riskl -0.25"|-0.27" |-0.24" |-0.27" |-0.26" |-0.09"| 0.03 | 1.00
Risk2 -0.20" |-0.24" |-0.18" |-0.26" |-0.11" | -0.08| 0.08 |0.72" | 1.00
Uw1o -0.03 | 0.05 0.03 0.08 0.03 |-0.03/-0.00| 0.05 |[-0.02| 1.00
NTS —0.08 |=0.20" |=0.21" | =0.04 | =0.03 | -0.02|-0.03{0.13* | 0.00 | 0.02 | 1.00
Age -0.12° [-0.13" | =0.07 [-0.10" | 0.05 |[-0.03|-0.06|-0.01| 0.08 |-0.03|-0.02| 1.00
EPS -0.28" |-0.25" |-0.25" |-0.25" |-0.36" |-0.18"|-0.137|0.27" 0.11"] 0.02 |0.15" |0.11" | 1.00
Size -0.13"|0.15 0.15° [-0.30" | -=0.08 |-0.10"}-0.14"}-0.25"}-0.16"| 0.02 |0.13" [-0.01|-0.01| 1.00
1% ; 2.
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Table 5 Investor sentiment value uncertainty speculative risk and IPO premium: Comparison among groups
1) ] 2 3 4 [ 5C )
Msentl
0.25 0.36 0.55 0.70 1.19
Uncer 1 0.02 0.21 0.19 0.31 0.70
0.24 0.15 0.36 0.39 0.49
0.37 0.51 0.49 0.79 0.79
Uncer 2 0.17 0.23 0.27 0.41 0.38
0.20 0.28 0.22 0.38 0.41
0.95 0.74 0. 67 0.30 0.29
Riskl 0.32 0.30 0. 31 0.24 0.21
0. 64 0.44 0.36 0. 06 0.08
0. 88 0.95 0.39 0. 38 0.34
Risk2 0.26 0.21 0.28 0.33 0.25
0.63 0.74 0.11 0.05 0.10
Msent2
0.21 0.36 0.57 0.70 1.25
Uncer 1 0.04 0.20 0.18 0.30 0. 65
0.16 0.16 0.39 0.39 0.60
0.31 0.55 0.54 0.79 0.79
Uncer 2 0.18 0.21 0.24 0.41 0.42
0.13 0.34 0.30 0.38 0.38
0.98 0. 80 0.67 0.29 0.27
Riskl 0.34 0.29 0.27 0.25 0.22
0. 64 0.51 0.40 0.04 0.05
0.97 1. 00 0. 40 0.38 0.33
Risk2 0.30 0.21 0.26 0.33 0.25
0. 67 0.79 0.13 0.05 0.08
Msentl x Uncerl ~ Msent1 X Riskl 3b
5 2b 3a
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Table 6 Investor sentiment and TPO premium
1 2 3 4
*kk *kk
IPO N - : *kk *kk
Msent2 0.69 0. 14
(7.97) (6.53)
0. 147 0. 127
Isent1
® (6.48) (5.66)
. 6. 0. 1354 0.59 %
Isent2
7 8 . (6.17) (6.88)
** *K Kk Kk
6 ( 1) UW10 0.078 0. 081 0.071 0.076
(—2.48) | ( -2.57) |( =-2.21) |( -2.39)
Kk *k *K *x
Msentl ( ) OP( PO ) NTS 0.93 0.99 0.94 0.99
(2.25) (2.36) (2.41) (2.51)
0.01 ) -0.016 -0.011 -0.026 -0.022
PO 8¢ (-0.71) | ( -0.49) | ( =1.18) |( —1.00)
_0- 16*** _0. 14*** _0. 18*** _0. 14***
: EPS
Hla; Tsent1 ( ) op 0.01 (=3.22) | (-2.76) | ( -3.55) | ( -2.69)
Si —0.078 7| =0. 107 |- 0. 087 ***| —0. 11 ***
ize
IPO Hib. ((=3.81) [( =5.23) |( -4.20) |( -5.41)
) 4 Board
( ) ( ) Industry
( 1) Year
1.39%* 19277 | 1.567* | 1.98***
_cons
7 ( 1) (2.53) (3.53) (2.88) (3.68)
R? 0.450 0.448 0.425 0.432
Msent1 x Uncerl ( ) oP
N 917 917 917 917
O. 01 *kk kKK 1% 5% 10%
. ~ ~ (2N 0 ‘0
PO ; OP(1PO )

H2. (2)— 2; White( 1980) t
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(4) 8 . PO
( 1) 8 Table 8 Speculative risk investor sentiment and IPO premium
( 1) 1*** 2 Kok 3 4
i 0.7 0.39%
Msent1 x Risk1( ) OP 0.01 Msent1
(8.19) | (6.81)
0. 88 | 0.80***
Msent2
1IPO (8.08) | (7.49)
—0.417%
H3 Msent1 x Riskl (-3.88)
; (2) ~ (4) 2018
Msent1 X Risk2
(1) (-2.30)
_0 61 Kk
Msent2 x Riskl 4
7 N l[)o ( - 788) _0 3 Fexk
Table 7 Value uncertainty investor sentiment and [PO premium Mseni2 x Risk2 ( -2.69)
1 2 3 4 —0.21 % -0.26™ .
Risk1
*kk Kkk
Msent1 0.4777 1 0.53 (-5.51) (-6.17)
(5.37) (6.58) -0.082** —0. 127
Fedek ok Risk2
Mseni2 0.46 0.56 (-2.37) (-2.83)
(5.07) | (6.38) 012 | 0.117° | 0. 11 | 0. 127
0. 23*** Isentl
Msent1 x Uncerl . (5. 80). (4.76) . (5.32) (5.53)
(2.63) Uwio ~0.063*|-0.084**| —0.053" | -0.071**
*k
Msentl x Uncer2 0.20 (-2.04) | (-2.62) |(~1.69) |( ~2.23)
(2.34 s 106 | 019 | 1067 | 0.64
Fkk
Mseni2 x Uncerl 0. 3329 (2.50) (0.43) (2.65) (1.51)
(3-29) i Z0.014 | -0.013 | —0.024 | —0.021
Hok e
Msent2 x Uncer? 0'22316 & (-0.65) | ( -0.57) | ( ~1.09) | ( -0.95)
— — (2.16) ps —0. 147 | 20,217 | =0, 15 | =0.20***
0.25** 0.27% ;
Uncerl (=2.96) | ( —3.80) |( =3.09) | ( —3.70)
(9 25) (9 33) _0 090*** _0 07 *xk _0 (Dg*** —O 086***
0.028 0.043 Size ’ ’ ’ ’
Uncer2 (0.90) (1.34) (=4.41) | ( =3.51) |( -4.78) | ( -4.11)
0 ]—; *kk O 13 Fexk O ll Fxk 0 12*** BO(lr(l
Isent1 T : . ’
(6.60) | (6.31) | (5.78) | (5.57) Industry
-0.048 | -0.079%*| -0.042 | -0.073**
Uw10 Y
(=1.61) | (-2.53) | ( -1.38) | ( -2.28) e
NTS 0.62 0.77° 0.62" 0.85** LS | 2,047 | 1,627 | 1.7477
_cons
(L.61) | (1.86) | (1.70) | (2.18) (2.77) | (3.59) | (3.00) | (3.13)
-0.020 | -0.015 | -0.029 | -0.026
A 2
ge (=0.93) |(-0.70) | ( =1.31) | ( -1.18) R 0.467 0.437 0.450 0.431
. —0. 137 | 20, 16™% | 0. 15 | -0, 18 *** N 917 917 917 917
—2.77) [ ( -3.21) |( =3.10) [( -3.52 .
( x~)k>< ( *~)k>'< ( *1+ ( *1* : o ‘X* N 1% 5% 10%
Sine —0. 061 | =0, 074 | 0. 069 ***| - 0. 082
e (=3.33) | (=3.54) | ( =3.74) |( -3.90) ? OP(IPO )
Board 2; White( 1980) l
Industry
Year
LO9™ | 1.46™ | 1.26™ | 1.53% (
_cons
(2.19) | (2.64) | (2.52) | (2.83) )
R 0.496 0.456 0.478 0.430 '
N 917 917 917 917 1) 2009
Qe e 1% 5%  10%
: OP(IPO ) 2;

White( 1980) :
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OP ( 1PO )
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Table 9 IPO premium and postdPO stock performance
1 2 3 4 5 6
CARIO CAR20 CAR30 BHAR240 BHARA0 BHART20
—0.071 -0. 088 -0, 127 -0.16* —0.247 —0.20%
o ( -5.25) ( -6.01) ( -7.31) ( -5.50) ( -6.31) (-4.52)
0.002 3 0.005 8 -0.000 73 0.054** 0.020 0.021
Uw10
(0.26) (0.55) ( -0.06) (2.00) (0.53) (0.28)
-0.008 7 -0.085 -0.15 -0.020 0.12 0.63
NTS
( -0.08) ( -0.58) ( -0.74) ( -0.05) (0.34) (1.13)
-0.004 0 -0.003 6 -0.001 9 -0.006 3 -0.012 -0.018
e ( -0.66) ( -0.49) ( -0.24) (-0.43) (-0.52) (-0.37)
) -0.001 3 -0.004 7 -0.005 5 ~0.037** —0. 117 -0.16™*
S (-0.22) ( -0.65) ( -0.64) (-2.31) (-5.17) ( -3.89)
Board
Industry
Year
0.012 0.12 0.17 -0.30 2. 14 2.70**
- (0.07) (0.54) (0.68) ( -0.60) (3.49) (2.19)
R 0.086 0.107 0.139 0.317 0.188 0.203
N 917 917 917 917 758 429
N 1% 5% 10% . CAR  BHAR(TPO
) CARIO.CAR0  CAR30 PO 10 20 30 ( )
BHAR240.BHARAS0 ~ BHART20 PO (1 )40 720 (
). 2; White( 1980) :
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How does investor sentiment affect stock pricing? An empirical research
based on IPO firms

SONG Shun-in WANG Yan-chao

School of Accountancy Cetral University of Finance and Economics Beijing 100081 China

Abstret: Taking 917 IPO firms from the year 2006 to 2011 as the sample this paper analyzes how investor
sentiment affects stock pricing. Our findings are: 1) both market sentiment and firm specific sentiment signifi—
cantly affect IPO overvaluation. Specifically PO overvaluation is 36% larger in higher groups than lower
groups of market sentiment ( 63% vs 27%) and TPO overvaluation is 24% larger in stocks with a higher firm
specific sentiment than a lower firm specific sentiment( 56% vs 32%) . 2) The higher the value uncertainty of
IPO firms the larger the effects of investor sentiment on IPO premium; while the higher the speculative risk
the smaller the effects of investor sentiment on IPO premium. 3) With higher IPO premiums stock prices will
reverse gradually after the IPO.

Key words: investor sentiment; value uncertainty; speculative risk; PO overvaluation



