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Abstract : The Taiwan Securities and Futures Commission promulgates a new order at the end of 2004
which empowers more autonomy to the underwriters in setting the offering price of the initial public
offering (hereafter, IPO) and enhances their responsibilities in dealing IPO cases. This new
underwriting mechanism is aimed at strengthening the underwriters’ functionalities in IPOs. Specially,
this new enactment cancels the upper/lower 7% price limit within 5 trading days after the initial public
offering and requires the underwriters to stabilize initial stock prices of IPO. If the IPO’s underwriter
fails to stabilize initial stock prices, this underwriter will be punished in its future underwriting cases.
Based on this new observation, this study conjectures that this stock price stabilization requirement
will make the underwriters more conservative in setting the offering prices, in turn, enlarge the initial
abnormal returns of IPO, instead of shortening these returns. In order to examine this prediction, this
study compares the initial abnormal returns for IPOs before this new enactment with the counterpart
after this new enactment. The empirical results show that the latter are, on average, larger than the
former after controlling other initial abnormal return-relevant factors. The conjecture of this study

gains firmly support.
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AR(5)

AR(15) AR(30)

FEC FoTE FEE FOTE FEr PR KB FUTES FRrFoi b

FHISLE BP0

B =0

EHI150 % B0

49 96.08% 47 92.16% 46 90.2%

2 3.92%

4 784% 5 9.8%

92 61.33% 90 60% 87 58%
58 3867% 60 40% 63 42%

AR(40) M_AR
45 88.24% 51 100%
6 11.76% 0 0%
86 57.33% 111 74%
64 4267% 39  26%
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Panel A = JELA #57aliZ £ (n=201)

Bl 1 i T g i g e
AR(5) -43.71% 329.90% 20.64% 13.56% 0.38
AR(15) -40.13% 358.83% 23.55% 11.01% 0.47
AR(30) -40.39% 346.21% 23.79% 12.23% 0.49
AR(40) -47.87% 304.32% 26.34% 11.73% 0.56
M_AR -35.37% 300.07% 23.16% 16.38% 38.02%
SALE 10.50 18.55 14.20 13.97 119

SIZE 11.87 17.05 13.29 13.08 0.87

AGE 3.19 60.29 15.67 13.29 9.10

EPS 0.01 21.99 3.63 2.83 3.24

LIB 8.47% 97.01% 39.44% 38.67% 15.81%

DR 9.07% 89.00% 31.20% 27.59% 15.21%
PRICE 10.00 250.00 39.58 29.00 35.35

AMT 16.87 23.56 18.80 18.64 1.02
AUD 0 1 0.91 1 0.29

UND 0 1 0.65 1 0.48

Panel B 3" | il 4 ## 5 £ (n=150)

B B i EAip T g [t e
AR(5) -43.71% 44.27% 9.47% 7.52% 0.21
AR(15) -40.13% 157.75% 12.82% 4.99% 0.34
AR(30) -40.39% 160.01% 13.24% 6.07% 0.38
AR(40) -47.87% 160.75% 12.90% 5.10% 0.40
M_AR -35.37% 100.76% 12.43% 9.55% 0.23
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3 FETuHE ()

SALE 10.50 17.72 14.02 13.83 1.19
SIZE 11.88 17.05 13.24 13.03 0.81
AGE 3.19 60.29 16.18 14.55 9.15
EPS 0.01 10.53 3.05 2.62 2.62
LIB 8.47% 97.01% 39.46% 39.86% 15.98%
DR 9.07% 89.00% 30.17% 26.46% 14.37%
PRICE 10.00 130.00 33.30 28.00 20.62
AMT 16.87 21.19 18.58 18.47 0.82
AUD 0 1 0.90 1 0.30
UND 0 1 0.63 1 0.48
Panel C = Bl 4 #5li5t &1 (n=51)
By ] fi A e i e e
AR(5) -14.51% 329.90% 52.95% 33.92% 0.56
AR(15) -5.74% 358.83% 55.08% 27.98% 0.64
AR(30) -17.94% 346.21% 53.84% 34.57% 0.63
AR(40) -17.36% 304.32% 64.93% 39.78% 0.75
M_AR -0.36% 300.07% 54.94% 38.03% 0.53
SALE 12.20 18.55 14.64 1441 1.25
SIZE 11.87 17.04 13.46 13.32 1.08
AGE 3.94 38.53 13.88 10.08 8.92
EPS 0.03 21.99 5.20 401 4.35
LIB 11.32% 79.98% 38.67% 36.20% 16.15%
DR 10.22% 88.98% 33.95% 31.72% 17.31%
PRICE 11.00 250.00 57.58 38.00 57.38
AMT 17.66 23.56 19.44 19.37 1.25
AUD 0 1 0.94 1 0.24
UND 0 1 0.71 1 0.46

e - ARG)FRHPRE 5 FLY BIHESPY - SOPPHPE 6 FIRE 27 %&l%??ﬁl AR A
%F”fr AR(LS) LI 15 [ 1 1 Hf %F” SHE 15 [ 2 PP
e A F (P o AR(30)ERFPA A 30 | V%'ﬁ P SHCHV R 30 FIEt FJ%%TFE?H%F”
SR AT A5 HIF P o - AR(A0) L 40 | wﬁ P SRHPE 40 FIEE fJﬁ&
(TP P S VTS AR HE PP - M_AR 4L 7\tﬁmﬁw;a VRIS
i > & iz'ﬁ PN LR ST APPSR S R R ﬂfh'ﬁ P
T ?%*E'FIE'H%%@? Ipd ?Efl%ﬁ”}?%ﬁ ISR A %F”} © SALE £3° F'EJafiﬁ?viF'FJ
F LY FERAE » VIR < SIZE ¥ B R R < G AR ]
9%?%’5«7"/ YA > VETIREIYE - AGE L] ﬁ@, Rl 1% RS | VIR T ] 365 - EPS £
I R LY 5 - LIB L B R J%’ffrrﬁc AL {1 )i - DR 15,2
r,gj:ﬁ ,‘%%FIF]?’FF‘%I%};*VﬂE—'T_E“ﬁqg;li:}‘ o PRICE E4FI* l—*[ % [/7_3%%]’%]‘15( o AMT E%¥J PAI )FE?_&
ST S 3N PGET|F L PR I 0 RS AUD £ nﬁﬂﬁ@%‘fﬂ%
@gry B R r'mﬁwé’ L "P“'*%’Tﬂlqu%”? #1155/ £5 0 UND
%ﬁﬁjmﬁ‘?fiﬁﬁéw A pJ 2 B AR R H RS R A
J"'iH"*E’V” Uﬁl R UELQ o



700 FREE K

fiMT%B¥%ﬂ$ﬂﬁﬁﬁﬁw%@fvj%@?@?3%€W%%Mﬁ+4V?% A Fl RS
&%F"g[ UHF [/;k[ﬁ ﬁ;}p”j {thggl /) ”E[;If{ ﬁ;}p”j {‘dghﬁ‘:lt I—g]( [i 15~ T {‘:ngr{ %F”
AE513% » SR o AR AR IPO S a&@$$ﬁ%@$%eﬂwd A
TR R S TR S - F H%ﬁ%&ﬂﬁi PRI B P i
mﬂ, ﬂjﬂ@ﬁ%?%ﬂ%r@‘4ﬁéW%ﬂm’ﬁ%§%%%ﬂ*W@#F7%%%
PR g Frpssfiyl ™+ @5 % - Fﬁ%ﬁ%ﬂﬂ@ﬁwﬁVPﬁ%FjH@‘ﬁ$%ﬁ
ﬁru;[k;;j: [/;Iﬁ ﬁ:}pﬁ THErT5; E‘LF EﬂgﬁkﬁrUﬁj: l/glf{ *ﬂyp"ﬂ e > =7 HERpsE BIUFSSED ~ 15FT
30F ML IR ) 0 SRS DR 595540% o HT40] B IIRI50% o Pl EII04
F#%%ﬁﬁ%%%ﬁ?ﬂ%i@ﬁ&’?ﬁﬁﬁ@EWW?kf&ﬁﬁ@ﬁﬂ%ﬁﬂﬁw¥¢%ﬁ
Bl pl T H9RHAE (SALE) - B0%1ER (EPS) SRR IREFRBISILY T S9iin S » 240 2 )
Wjﬁﬂqﬂﬁw%ﬂﬁgﬂﬁ%ﬁJo@whfjﬁﬁﬁﬂﬁ(mma T T A e
7 & JEV FITRSER (AMT) = By o bl RS BT B o BT poRdg = gt
PEUT SRS R B -

iStr?@ﬁVﬁ'Tﬁfﬁﬁiﬁﬁﬁ‘l I I/‘, R Pearson?f‘E'T.Jlfér IR Spearman?FEfTJ]f i
P S IY BHEPY (AR(N) =°M_AR) Ry #rpl pifif fil ik @ (PERIOD) @i
W%H@ﬁ#m4}ﬁl?xJ?r@%gkj%ﬁﬁ%%fﬁ‘ﬁu9&%5%%%@@@%y@m%
Prgrp s AT N AT A - T PR R PR
(SALE) fgy==t% =11 i<ty (SIZE) Mgy~ ¥0% ] pEfi gt = £ 48 (AMT) F'E.EH‘E'%%(%?:
Uiy ot - BRI RRIAL R RS Ty -

b AL T S B AT b S R R R R S )
94:F EEfIFRS I Uhy < IPOSE Fg?%ﬁéf’? (A P ﬁj’%ﬁ""ﬁﬁ"{l ’ Yt?ﬁré‘t’%ﬁ%ﬂ*”” sPIES
R e AR T 2 T A AR 1 R B0 SR R R A
RS I A e 2 ) DA P -

2 AR

%&%ﬁ¢?ﬁ%@%m%’Tmﬁwgﬂ%ﬁyﬁﬁ%Wﬂﬁﬁw(ﬁﬂﬁgﬁ@@@@
DAY’ e TE5ET 15 [T~ 30F IZA0L R HIEP LG > 2 RIERBEY (PERIOD) [EHE) HIIH
0.4077 (t=6.28) ~ 0.3974 (t=5.09) ~ 0.3767 (t=4.52) ~ 0.5038 (t=4.85) > I 1% G HEE <% » 1=
%ﬁh Fr |94 FREFTG I A 2 PR BL 5] BE“3OPW%ﬁﬁﬁwvﬁ%9E§¥
ﬂﬁ¢ﬁmHM%’ %ﬂ&mﬁVEﬁ%FWﬁ@@%%’#%%%%AWEW%WE%ﬁ%

9 i’F‘IEZIt# HFRWhite (1980) . robust standard error?ﬁ‘%ﬁfﬁﬂ WiAghfl o



04 =F "Jl'lgpj’f:{?ﬁj FFQ Fi ]_TE"‘“ JFJIE[ J;g?ﬁ@fjl*}g&ﬁ:ﬂa—j‘k" * F—‘] ﬂgqg‘;%uﬂgﬁ ﬁ' ﬁ gjg—gu [/%%/%ag 701

F4 HEFTERTIRE VAR S B
BJEE (=150) AR (=50 PR 0

e 7 e 7 e s prvalue
AR(5) 9.66% 52.95% 43.29%° 0.00
AR(15) 12.82% 55.08% 42.26%° 0.00
AR(30) 13.57% 53.84% 40.27%* 0.00
AR(40) 13.21% 64.93% 51.72%° 0.00
M_AR 12.43% 54.94% 42.51%° 0.00
SALE 14.05 14.64 0.59° 0.00
SIZE 13.23 13.46 0.23 0.16
AGE 16.28 13.88 -2.4° 0.10
EPS 3.09 5.20 2.11° 0.00
LIB 39.71% 38.67% -1.04% 0.69
DR 30.27% 33.95% 3.68% 0.17
PRICE 33.46 57.58 24.12° 0.00
AMT 18.58 19.44 0.86° 0.00
AUD 0.90 0.94 0.04 0.32
UND 0.63 0.71 0.08 0.30
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AR(5) AR(15) AR(30) AR(40) M_AR PERIOD SALE SIZE AGE EPS LIB DR PRICE AMT AUD UND

AR(5) 1 0.91° 0.82° 076 094 049° -0.01 -0.10 -0.08 0.36* -0.13° 0.06 0.40* 0.17° 0.00 0.06
AR(15) 0.89° 1 0.95° 0.88° 0.94* 0.39*° 002 -0.08 -0.01 0.32° -0.11 0.07 0.34° 0.14° -0.05 0.10
AR(30) 0.82* 0.92° 1 0.93* 0.79° 0.36° 0.04 -0.07 0.00 0.29* -0.04 0.09 0.30° 0.12° -0.06 0.06
AR(40) 0.80° 0.91*° 0.96° 1 0.71* 0.40° 0.04 -0.05 0.02 0.27* -0.06 0.08 0.28° 0.13° -0.06 0.07
M_AR 093 0.85" 0.77*% 0.75° 1 0.49° 0.00 -0.10 -0.08 0.33* -0.12° 0.08 0.36* 0.14° -0.03 0.08
PERIOD 0.46° 0.40° 0.37% 0.39° 0.49* 1 0.22* 0.1 -0.11 0.28% -0.03 0.11 0.30*° 0.36° 0.06 0.07

SALE 003 005 012° 011 002 0.22° 1 0.69° 0.00 0.24* 0.47° 0.28° 0.21* 0.64* 0.08 0.08
SIZE -0.04 -0.05 -003 0.00 -005 0.09 063 1 -0.03 -0.06 0.24* 0.31* 0.03 0.64* 0.13° 0.19*
AGE -0.07 -005 -0.02 -001 -0.06 -0.15° -0.09 -0.13° 1 -0.05 0.19* 0.01 -0.14° -0.12 -0.08 -0.09
EPS 0.19* 0.17° 0.20° 0.21* 015" 021° 0.23° -001 -004 1 -0.23°0.12° 0.72* 0.48® 0.13° 0.08
LIB -006 -0.04 003 003 -007 -004 047° 0.16° 0.12°-0.22® 1 0.08 -0.25* -0.04 -0.01 -0.08

DR 010 011 011 012° 014° 011 013 010 -0.01 009 000 1 0.15° 0.31° 0.09 -0.01

PRICE 0.06 006 006 005 006 0.16° 020° -0.02-0.15" 0.73* -0.23* 0.05 1 0.63* 0.09 0.12°

AMT 012° 011 011 014> 009 0.33* 058 063 -0.20° 0.51° -0.06 0.16° 0.64* 1 0.15° 0.22°
AUD 0.02° -002 -005 -005 001 006 006 012 -0.10 0.16° -0.02 0.11 0.08 0.15° 1 0.21°
UND 0.6 0.15° 009 006 018 007 0.08 0.18" -0.18° 0.08 -0.09 -0.03 0.14° 0.21* 0.21* 1
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