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Table 1 Variable definition and summary statistics
1
SEO discountl 1131 0.229 0.225 -1.029 0.890
SEO discount2 1131 0.222 0.228 -0.844 0.888
10
SEO discount3 1131 0.217 0.243 -0.914 0.876
3
BHR 637 0.723 1.252 -0.754 | 11.684
3
BHAR1 637 0.403 1.028 -1.314 9.040
3
BHAR2 637 0.335 1.035 -1.541 9.228
3
BHAR3 637 -0.336 | 1.391 | -10.810| 8.986
reputation( %) 1131 2.891 2.968 0.000 19.473
underpricing | 1 131 1.373 2.648 -0.866 | 35.500
1
adj_underp 1| 1131 1.333 2.602 -0.974 | 33.470
PO
switch L 0 1131 0.755 0.430 0.000 1.000
SEO 1
ROA( %) 1131 4.865 5.917 | -30.807 | 86.312
SEO 1
leverage 1131 0.474 0.199 0.021 0.988
SEO 1
scale 1131 | 21.428 1.062 18.593 27.250
SEO  IPO
SEO  IPO interval () 1131 0.880 1.762 -5.207 3.133
underwriter capital () 1131 | 21.612 1.325 2.606 24.220
SEO
spread( %) 1131 3.69%4 3.957 0.025 28.977
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Table 2 Underwriter reputation at the IPO and SEO stage 3 l
t
- IPO
1PO 3.963 3.863 0.100 0.34
1PO PO
SEO 3.951 2.537 1.414 7.327%
PO - SEO 0.012 1.326 SEO
t 0.04 7.00***
P e 1% 5% 10%
3 IPO
Table 3 TPO underpricing for switching and non-switching firms
- t
underpricing 0.872 1.536 -0.664 —5.417%%
adj_underp 0.852 1.489 -0.637 —-5.31%%
D e 1% 5% 10%

t

Logit N
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Table 4 TPO underpricing and underwriter switch
(1) (2) (3) (4)
. 0.243 4 0.143 6
underpricing (3.00) *** (2.14) **
& und 0.260 5 0.1499
a unaerp
J-under (3.17) *** (2.14) **
ROA -0.028 6 -0.028 7
(-1.95)"° (-1.94)"
1.802 7 1.840 4
leverage (3.41) © (3.48) ***
-0.256 3 -0.2613
scale ( =2.80) *** ( =2.86) ***
rerval -0.073 8 -0.0722
nteru .
nterva ( —4.04) Kk ( -3.95) Hxk
, , ~0.3256 ~0.3218
underwriter capital ( —3.99) *** (3.95) =
J 0.008 3 0.008 1
Sprea (0.47) (0.47)
-0.166 3 -0.157 8
market
( -0.80) ( ~0.76)
1.207 7 13.620 7 1.214 2 13.626 7
(1.84)" (5.13) *** (1.85)" (5.13) ***
1105 1 080 1105 1 080
R? 0.062 4 0.120 0.063 6 0.120
g o 1% 5% 10%
Bsinterval, + Bsunderwriter capital; +
4 Byspread; + Bymarket, + 7y, + vy, + & (8)
price performance,
4.1 SEO SEO
PO ; switch, SEO
PO 5
SEO t A
SEO
SEO
SEO SEO 1 .SEO SEO 10
price performance, = B, + B,switch; + 5 B SEO
B,ROA; + B,leverage, + B,scale; + 36
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36
N 0.263 0.290 0.316 0.242.
5 t
Table 5 T test of price performance for switching and non-switching firms
- t
SEO 1 0.197 0.239 -0.042 | -2.66°
A :SEO -
SEO 2 0.188 0.233 -0.045 —2.817%
SEO 3 0.174 0.231 -0.058 —3.35%%%
0.931 0. 668 0.263 1.72°
B :36 )
1 0.632 0.342 0.290 2.33%*
2 0.584 0.268 0.316 2.547**
3 -0.145 -0.387 0.242 1.84"
NN 1% 5% 10%
6 (1) ~(3) SEO
1%
PO
6 3
Table 6 SEO discounts and three-year buy-and-hold return
3
(1 (2) (3) (4 (5) (6) (7
discountl discount2 discount3 BHR BHARI BHAR2 BHAR3
ich 0.049 2 0.0515 0.064 3 -0.269 4 -0.3191 -0.3153 -0.4520
switch . o , s . "
(3.30) *** (3.39) *** (3.99) ™ | (( =2.47) ** |( =3.02) | ( -2.98) | ( -3.32)
ROA -0.000 6 -0.000 7 -0.000 9 -0.002 3 -0.011 4 -0.0117 -0.003 0
( -0.55) (-0.61) (-0.74) (-0.22) (-1.12) (-1.15) ( -0.23)
i 0.043 3 0.0339 0.028 2 0.396 7 0.201 7 0.194 9 0.1215
everage (1.10) (0. 85) (0.67) (1.20) (0. 63) (0.61) (0.29)
; -0.046 6 -0.0453 -0.045 3 -0.186 7 -0.1797 -0.183 8 0.129 1
scale . . e .
( =6.69) ™ |( =6.39) *** |( =6.03) *** |( =3.37) 7 |( -3.36) 7 |( -3.43) (1.87)
. -0.000 9 -0.001 3 -0.001 2 0.008 0 0.001 6 0.002 3 -0.040 8
interval
( -0.55) (-0.79) ( -0.70) (0.60) (0.12) (0.18) (-2.47) **
underwriter 0. 005 4 0.005 0 0.012 0 0.013 8 0.011 4 0. 008 7 -0.007 3
capital (0.89) (0.81) (1.83)° (0.34) (0.29) (0.23) ( -0.15)
-0.001 5 -0.002 4 -0.002 1 -0.001 0 0.001 6 -0.000 3 -0.053 1
spread .
(-0.93) ( -1.50) (-1.24) (-0.04) (0.06) ( -0.01) ( -1.65)
ot 0.043 1 0.046 8 0.0430 -0.065 8 -0.0327 -0.0180 -0.082 5
marke .
(2.83) *** (3.02) *** (2.61) *** (-0.69) (-0.36) (-0.19) (-0.69)
0.829 5 0.797 2 0.614 6 3.178 6 3.602 7 3.772 9 -1.773 1
(4.14) (3.91) *** (2.84) (2.15) ** (2.52) ** (2.64) 7™ ( -0.96)
1 105 1 105 1 105 631 631 631 631
R? 0.200 0.197 0.193 0.326 0.063 0.076 0.147
¢ o 1% 5% 10%
6 (4) ~(7) SEO (8)
3
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7 Alpha
switch Alpha
3
FF 25
2)
SEO
4.2 Alpha N
1) Alpha
Brav  Gompers ?
SEO
Alpha SEO 36 CAPM.
: CAPM « Fama-¥rench ( 1992 3 4 5
1993) 3 . Carhart ( 1997) 4 8 ®,
Fama-¥rench( 2015) 5 CAPM
3
. ( SMB)
( HML) 4 3 .
( UMD)
5 3 Alpha
( RMW) ( CMA) 0.51% 0.8%
@ 7
alpha
7 Alpha
Table 7 Alpha analysis of different asset pricing models
- ¢
CAPM 0.026 0.017 0.009 2,047
3 0.009 0.000 0.008 2,477
Alpha ok
4 0.010 -0.002 0.012 3.26
5 0.007 0.000 0.007 2,127
289 873
R 1% 5% 10%
@ ¢ http: //sf. cufe. edu. en/kxyj/kyjg/zgzcg—
lyjzx / zlxzzq /index. htm.
® CAPM.3 4 5
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Table 8 Asset pricing regressions on the price performance of calendar-time portfolios
CAPM 3 CAPM 3 CAPM 3
0.012 7 0.011 6 0.007 4 0.003 8 0.005 1 0.008 0
Alpha
(3.58) *** (3.57) *** (3.39) *** (2.46) ** (1.75) " (2.78) ***
0.998 0 1.021 6 1.064 8 1.0358 -0.070 6 -0.018 2
RMRF
(25.36) *** (27.35) *** (43.79) *** (59.04) ¥* | ((-2.19) ** ( -0.55)
0.052 8 0.323 1 -0.2912
SMB
(0.66) (8.73) *** ( -4.12) ***
-0.638 8 -0.386 0 -0.259 1
HML
( -6.41) *** ( -8.36) *** ( -2.93) ***
188 188 198 198 188 188
R? 0.775 0.824 0.907 0.957 0.020 0.101
g e 1% 5% 10%
4.3
1)
2000 1 1 ~2016
6 30 1 631
1 328
( PSM)
Abadie * 25% 55.12%
44.88% .
24. 5%
1:4
logit
Heckman
Heckman
Probit SEO
1 0.
(8) 9 switch .
9, 9 Lambda
10
SEO
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Table 9 PSM analysis of SEO discounts and buy-and-hold returns
3
(1) (2) (3) (4) (5) (6) (7
discount1 discount2 discount3 BHR BHAR1 BHAR2 BHAR3
it 0.0555 0.057 7 0.071 1 ~0.448 7 ~0.531 4 -0.5332 ~0.689 0
Swilc " " "
(2.97) ¥ | (3.04) ®* | (3.57) % |((=3.05) *** |(_=3.63) *** |( =3.63) *** | ( =3.76) ***
ROA 0.001 4 0.001 4 0.001 5 ~0.008 2 -0.013 9 ~0.014 4 0. 007 2
(0.92) (0.91) (0.93) ( -0.50) ( -0.86) ( -0.89) (0. 36)
on 0.034 0 0.002 3 ~0.005 9 -0.1227 -0.2126 -0.239 7 ~0.344 5
everage (0.52) (0. 03) ( -0.08) ( -0.21) ( -0.36) ( -0.41) ( -0.47)
Seale ~0.040 3 ~0.038 5 ~0.036 9 ~0.1659 ~0.155 8 ~0.156 7 0.158 2
T (=3.62) ™ |((=3.40) ™ |((=3.11) ™ | ( -1.68) " (-1.59) (-1.59) (1.29)
intorval ~0.003 4 ~0.004 4 ~0.004 2 0.005 0 ~0.002 1 ~0.002 0 ~0.048 3
(-1.60) |(-2.05"* | (-1.86)" (0.25) ( -0.10) ( -0.10) (-1.95)"
underwriter 0.012 1 0.010 2 0.015 2 0.035 6 0.038 4 0.034 4 ~0.040 9
capital (1.23) (1.02) (1.45) (0. 46) (0.49) (0. 44) ( -0.42)
read 0.001 6 0.001 5 0.001 3 ~0.020 3 -0.0119 -0.013 4 ~0.090 5
Spread (0.87) (0.78) (0.67) ( -0.47) ( -0.28) ( -0.31) (-L6n"
her 0.049 0 0.059 3 0.041 3 ~0.044 9 ~0.079 6 ~0.068 4 ~0.086 4
e (1.80) * (2.14) ** (1.42) (-0.22) ( -0.38) (-0.33) ( -0.33)
0.534 4 0.521 6 0.398 2 2.549 0 2.856 2 2.992 6 ~0.965 8
(1.70) " (1.63) (1.18) (0.93) (1.04) (1.09) ( -0.28)
553 553 553 271 271 271 271
R 0.176 0.170 0.172 0.389 0.070 0.074 0.195
e e 1% 5% 10%
10 Heckman
Table 10 Heckman two-stage regressions 5
(1) (2)
P 0.009 1
unaerpricin,
pricing (1.84)"
o 0.009 8 SEO
adj_unaerp
(2.01) ** SEO
-0.004 5 ~0.004 5
ROA . o
( -1.94) (-1.97)
; 0.403 2 0.409 0 SEO
everage .
ag! (3.91) *kk (3.98) *kk
. -0.041 6 -0.042 8
scale §
( -2.88) *** | ( -2.98) ***
__— -0.013 8 ~0.013 6
nterva " ek
((—4.38) % | (-4.31) ***
, ‘ ~0.048 2 ~0.047 4 ,
underwriter capital (—3.91) *** (—3.84) *=*
J 0.001 2 0.001 3
Spre (0.39) (0. 40)
ot -0.024 6 -0.023 6 2000 1 ~2016 6
marte ( -0.80) ( -0.76)
Lambd 0.2512 0.2519
Lamobaa .
(1.99) ** (1.99) **
2.417 1 2.423 5 PO
(5.64) *** (5.66) ***
2 282 2 282 SEO
Prob > chi2 0.000 0 0.000 0 SEO
FEE 1% 5% 10%
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Impact of underwriter switch on seasoned equity offering: Theoretical and
empirical analysis

ZHANG Xue-yong ZHANG Qiusyue WEI Xu

School of Finance Central University of Finance and Economics Beijing 100081 China

Abstract: This paper examines the decisions underwriters and issuing firms make during seasoned equity offer—
ing and the impact of underwriter switch on the price performance of issuing firms. Our theoretical model
shows that when there is a severe information asymmetry between the underwriters and issuing firms ( TPO)
all firms can choose reputable underwriters. As firms and underwriters know each other further and deeply
( SEO) reputable underwriters can know the real asset of issuing firms and may refuse low-quality firms to
maintain their reputation. Therefore low-quality firms can only choose bad reputation underwriters at the SEO
stage. The empirical results are consistent with the theoretical model: low—quality firms have to switch under—
writers during the SEO period. There is no significant difference between a switcher and non-switcher during
IPO but underwriter reputation of a switcher is worse during the SEO. Meanwhile firms managed by former
IPO underwriters exhibit lower discount levels and better long+tun performance compared to the firms that
switch their underwriters and this result is robust to various checks.

Key words: seasoned equity offering; underwriter switch; price performance
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