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Short-Trem Stock Price Behavior Analysis
For the Taiwam IPO Firms

Abstract

Investor can get capital gains in investing IPO stocks if they were issued under discount.
However, if the IPO stocks were issued with a premium investor will suffer immediate capital
loss. Furthermore, Taiwan Security Exchange had release the limitation of offer price of IPO
stocks within the 1st five trade days since March 1%, 2005.This modification of regulation
make investor expose to much downside risk. This research aims to investigate the
aftermarket performance of IPO stocks within 1 year after their offering. We use the TEJ
database of Taiwan listed firms between 2005 and 2008, and study of the relationship
between the discount rate and the issuing year, market type, industry type, IPO price,...etc.

The results of this empirical study are summarized as below:

(1)The days to fell more than 10% are different between the year 2005 to 2008 each
other.(2)The fallen down days of TSE IPO stocks is more than OTC ones, we argue the
downside risk of OTC IPO stocks is more than TSE ones.(3)The higher the IPO price is, the
little the fallen down days is.(4) The fallen down days of high-tech industry IPO stocks are
more than traditional ones, we argue that high-tech industry IPO stocks are with higher
downside risk.(5) The fallen down days of IPO stocks‘is not related their paid-up capital.

Keywords: IPOs; newly listed stocks; initial public offerings; fall below offer
price
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F-test2 Welch F-test = ;= » ¢ > % = 0| 2 Kruskal-Wallis 2 Kruskal-Wallis(tie-adj].)
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