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Abstract

This study focuses on the relationship between the stock market information and
the underpricing of initial public offerings (IPO). Our sample consists of IPO
companies during the sample period from 2001 to 2005.We adopt the variables six
months before the IPO date, including the. market volume turnover rate, trading value,
price earning ratio, price-book ratio, and the-averageé.dividend yield. Furthermore, we
consider the market momentum-and market-volatility to analyze the effect of stock
market prosperity and uncertainty on-the underpricing of IPO stocks. The conclusions
are:

(1) The underpricing of IPO stock exists in Taiwan OTC stock market.69% of the
newly listed companies underprices their stocks by 24% on average.

(2) There are positive relationships between the market volatility and the underpricing
of IPOs. And there is the positive relationship between the 40-day market
momentum and the underpricing of IPOs. However, there is no significant
relationship between the 10-day market momentum and the underpricing.

(3) The trading value of the stock market has a positive effect on the underpricing of
IPO Stocks. The market volume turnover rate, price-book ratio, and the market
average dividend yield have negative impacts on the underpricing of IPO Stocks.

There is not the significant relationship between the stock market average



price-earning ratio and the underpricing of IPO.
The relationship between the stock market information and the underpricing of

newly listed non-electronic industry companies are not significant at all.

Key Word : Initial Public Offering, Underpricing, Over-the-Counter Market, market
momentum, market volatility, market volume turnover rate, trading
value, price earning ratio, price-book ratio, and the market average
dividend yield.
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