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The Short-Run and Long-Run Returns of Initial Public Offerings in Taiwan 
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Abstract 

Researches related to the study of 
initial public offerings pointed out two 
abnormal phenomenon: 1. There is 
significantly positive abnormal returns for 
shot-run price behavior. Two possible 
explanations to cause IPOs’ short-run 
abnormal retruns: IPOs are underpricing and 
initial prices of IPOs are not true prices. 2. 
There is significantly negative abnormal 

returns for long-run performance. The 
reasons causing IPOs’ long-run poor 
performance are still developing, but  two 
explanations, namely the investors are too 
optimistic for the future earnings of IPOs’ 
firms and the managers successfully use the 
opportunity of overpricing to go public, has 
been proposed.. 

We will propose hypotheses that are 
suitable for description of the characteristics 
of Taiwan stock market by referring related 
studies and do empirical study. We intend to 
achieve the following two objectives: the 
reasons of IPOs’ short-run abnormal returns 
will be systematically searched. The IPOs’ 
long-run price behavior in Taiwan will be 
tested. 

Keywords:  initial public offerings(IPOs)�

short-run abnormal returns �
long-run abnormal returns. 
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