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Abstract

This dissertation investigates underpricing of the Japanese IPO (initial public offering)
markets. Changes in the internet, communicatiqn and technology industries give driving
forces to make initial returns higher than expected. Ei{treme earnings in the IPO markets
cause changes of the relationships among issuing firm, underwriter and investor. This
dissertation examines the determinants of underpricing in Japan. It looks at how underwriter
reputation, venture capital and high-tech companies affect the level of underpricing. A large
sample from TSE, Jasdaq, Mothers, Hercules and regional markets from 1998 to 2001 is
empirically analyzed. The sample period is associated with high level of underpricing. In this
dissertation, a new method for measuring underwriter reputation is developed and applied it
to the Japanese IPO market. The findings suggest that the rélationship between underwriter
reputation and underpricing depends on where the IPO is pl:iced, reflecting the level of
demand for the issue. When there} is high (low) demand there is a positive (negative) and
significant relationship between underwriter reputation and the level of underpricing.
Moreover, this dissertation focuses on the presence of venture capitalists as investors in a firm
going public and examines the impact of venture capital involvement on the IPO underpricing.
The results show that heavily underpriced IPOs have shifted towards technology stocks and

venture capital investment has no significant impact on the level of underpricing.
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