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Sudy on the factors that affect average returns in SSE

FAN Long-zhen, WANG Hai-tao
School of Management , Fudan Univerdty , Shanghai 200433, China

Abstract : With the nonthly stock returns data, price data, market vaue data, and corporate financia data from
July 1995 to June 2000 in the Shanghai Sock Exchange, by usng Fama-Macbeth regresson and dynamic portfolio
goproach , many factors are gudied to determine if they have dfectson average gock returns. The dze dfect , book
to-market efect, E/ P ratio dfect , and price dfect are found to be obvious in the SSE. It is a® found that these
factor dfects have close corrdations, beta values can not explain thexe dfects, and threefactor nodd of Famer
French’ scan’ t explain thexe dfectsa®. But an E/ P retio factor added to the three-factor modd can explain these
efects quite wdll.

Key words: Fama-Macbeth regresson; nonthly return; sock market ; factor efect

Empirical sudy of excess returns in Chinese initial public dferings: Sochagic
frontier mode

BAIl Zhong- guangl'2 , ZHANG Wei *°

1. Shool of Management , Tianjin Univerdty , Tianjin 300072, China;
2. Shijiazhuang Univergty of Eocoromics, Shijiazhuang 050031 ,China;
3. Tianjin University of FHnance and Ecoromics, Tianjin 300222 , China

Abstract :Based on a sochadic frontier modd |, it is enpiricaly examed in this pgoer whether there is ddliberate urr
derprisng or overpricing in the Initia Public Offerings of Chinese sock markets. The results show that these 1FOs
are not underpriced as overseas. Contrarily , the lower frontier was found in Chinese IPOs pricing, showing that
there isoverpricing in Chinese sock market. By applying the sochagic frontier nodel and the fird day s closng
price of IFOs, we find that the IFOs is aways overvd ued by market in China.

Key words: initid public offerings; underpricing; sochadic frontier model



