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In the Chinese market, It has been observed that Chinese scholars have conducted
pioneering studies on China’s long-run performance with reference to foréign research
methods, but whether there exists long-run underperformance of initial public offerings

(IPOs) or not has been in fierce dispute and they have not conducted systematic and
in-depth discussion on the reasons of long-run underperformance. Therefore, given the
current situation of the stagnation and depression of the world financial market,
particularly the massive decrease of China’s stock market, it is necessary to conduct
further study on long-run performance of IPOs. So in this paper, we contribute by
examining the long-run performance of IPOs in China, and the determinants of this
performance. We use data drawn from the Shanghai Stock Market during a period when
there was a dual shareholding class system for all listed firms, and study the long-run
performance of the IPOs from 2000 to 2002. We find that the average market-adjusted
cumulative return and buy-and-hold return over the three years after listing are -32.02%
and -20.88%, which are both significantly negative. What's more, as an additional
robustness check, we calculate wealth relatives(WR). One year after listing, WR less

than 1 and we obtain a three-year wealth relative of 0.6826, consistent with the

cumulative abnormé.l returns (CARs) and buy-and-hold returns (BHARs). Then by use a

cross-sectional analysis to explain the long-run underperformance of Chinese IPOs. The
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results show that IPOs outperformed the benchmark returns and the returns of
matching firms within a short period after listing (6 months) but thereafter returns
decline, buying A-share IPOs immediately after listing and holding the investment for
three years results in negative returns and wealth relatives less than one. We then
extend the research by identifying the factors that have explanatory power for long-term
returns. Previous research has identified several factors important in explaining
post-IPO performance. These incorporate the consistent evidence of investor over
optimism at issue, together with the perceived riskiness of the firm and the degree to
which there is information asymmetry between issuer and investor. Different from the
previous studies, in this paper, we conduct multivariate regression analyses to examine.
cross-sectional determinants of the aftermarket performance of China's IPOs. We find
that the inherent factors of the firms are the fundamental reasons for long-run
underperformance of IPOs. The past operating performance, declined earning capacity
after listing, basic characteristics, including proportion of tradable shares, industry and
firm age, exert different influence on the existence of long-run IPO underperformance. In
addition, gross proceeds, the extent of the market prosperity, investors’ over optimistic,

and the reputation of underwrites, also have an effect on underperformance.
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A@wmXiE, PHOEREBIALHEWEIAMICB I 2HHKKXLAE (Initial Public
Offering:IPO) OEMNT +—< X &2F7—<ELTWS,

IPO ODNT =< A DWTE, FEEEIZDWTHRZDOMENRH S, TAUHIZTD
WTIIY v & —#E#E (Ritter) O—HOHENELTH 2. ZOHIITIL. NEZDEME,
REFBTONT =< A%ABBHAH & DB —FEULRE LBE& L2222 BN
Fildh 2z, TNTHIDWT, T—FEF>TEAMWN T+~ ADOHRAERTH SN ER
BHBDTH BN, EREFRI I TCENTNANIR LW FEEZEZLHANVTVS,

UALUHFEIZEL T BLIEEWHOD, FEHFTEORERMNER EHORRYIT—F 58
BNZ &, IPOFEDHDDEMBE BN &, HEHRICKERFIELEENH D, T0-HH
ME—BLEAMBEL NI ERENS INE TR BHENZIN TN, bE A3 AT
EOMAELBBEOFEEZRBZRL THD, EEMHRIIBR INIVPEETENMITNS
D ZNWEH S WAL TH 5,

ZWEOER I, 2O LAFEEZHMRE LEMROMBRZED LS ETHERNZHD
TH5. XWIIEEBETEMNTBY 6 DOENSKVIE> TS,

B 1HEIIMROEREBRRS, PEOBKRENGET 2 &Y. EX 5005,
—B2ERIIH o TH IPO OISR KRIZIZZHEETH S, LrL. COETHIIHE
BTN —NVPEES THRAZBIAVDET 2O00FRABFTEOREDLETH 5. PEBUF
13, AR EBENNDFEOUEWNER MR LN —NVD< D EBIFELTWA LD TH
5, TORDITEBRLIZNEVNS ONFRXDODERTH S,

DX $IZ. 1998—2000 EDRICER SN/ 166 FIOFT—F2HITL TNV, £3L
WEIEHIEGHERZXRFT—27 LT CARs BLUBHARs 28 H L. D XKIZ Matching
firms 7 7O—F&FA L. HHFL. REEREIIE (the cumulative abnormal returns
CARs) &. E#bI3E (Buy and Hold returns BHARs) O &8HATWS, ZORS
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ERHTE2ONERMLOBFATH 5. HEDWHEE 1998 FEIZ L TWNB DI, ZDEICS
%, BRUOBERTESHEBRENRIL LT IPO IZHT 2 —EDEMPHELN TN 5 TH
%o FeFELOFHEL T, HIMFORE - ZEEZRFI—2ICE2DTIIZL, KR
POEHOKRDEDOEEEEANWTVWAZ EBHEHENS,

%2 BIBEOHBEICHTENTNS, IPO BRLF o —F v EVLEEORED
HO (Exit) TH5EDOEBMEE - TLK. KITRU Ritter BiZDM. < OFZEH
HRERINTVLY, COETENOGNERLSTLEDHENTVWS, REIZDOWTIE 2000 4
ICHEEORFMET AVEETGIFT 2 MRITHIEE L= OB H. %%bi ZN5NREH
S RITBEDIEFEEZLTNVWS,

FBIEL COEEBOAOICHE T IR Fr—F v X INVOPEICBITDIEEHICESE
HTTW3, FEIIHFADD 25% %2 L. ESOMARRICH > THE. SEORER
BRERTRKETHSD, YR, XoFr—FrEYNOEBHLLALNDEZDTH I EF
HEVHERETHD, 1970 EROBFIZBUFNINZEE E L THET 20 EENERT
PEHONEN S DEHEZONTELTWS, PXAUHRDOF ¥ EX IV 1980 ERICIEE)
ZHIBL. METIIHARDRMNR DL HEHL TS, F-hRBURE T T 5K
FHEBWELERLTWS, EBRELTEBALEZETIENAS T ZAANOBENER LD,
1985 R OPEFHHfiI%E (China New Technology Venture Investment) AS{8ER T
HB. 2000 FED IT NTNVHTIIFEFEE [, £ DKRBEREADFr—2NHEL T—Ab
LMBRETIEBLEL T3, BE, FRLR2EE T-KNBRDBEET 250 #fOBEEINE
BENTWD, ZEEM 10D 50 S HIINEERTH D, N O EAREEFIE
TBHT. RREOREHE BWEFEZENPERICELL TV EEERIEELTL
5, 2008 FDOWMARROEBIILELHEWITHER I N TWRWAL, 2007 X TIIER
15 2% THREBMEML TS, ZOMICHERLTIIRREZRTHLVWEEZRASICED
BHEISBALTNS, BEREISBUTHEOERBENABHICEFT L TWS Z &7, Bl
FORE 440 DS B, JLIA 131 #. L 97 B THREE R 5 B, /- 2007 ££0 TPO
RHOCELZ 142 FIOD S 100 FITH o7z, ZOBCRTEAOEEEEZLTAFD
EENLLERE LU TRENTHBY, ERICEIFEADAOFHEE DD P EOSE&TE O R
BHRRENT NS, B IEIPOHERNTH D0, —REOHNZREZBLD LT28HI01IE
BTHY, FRFICROEOHMTOREBE 2> TS,

B4R SN THS. —BRNICPETIIFEETR CET 3 MRBHETH S Z &R
RENEET, FRXDT—IYNEDRA > MELT, 1999 £ DEF%HE (Securities Law)
B#gEy—7y Ml Z &, HBHROAEDNR, LEBHEOARZMNR, 2HITTNS, E
BRIC EFEDRE T, 2000—2002 F£D 166 D IPO Z2XRRELTEMNT 3 —< X %21
FELTW3, T—% OHFTITEZEHZE > ¥ — (China Center of Economic Research)

BETHD. RO HET EEESBREIERERFT—EL T, CARs T BHARs}
ZE M L. Matching firm 7 7O0—F2FA L. ROBEREZETWS, FETIINBEBIZE
BFEERIFLR/NT = AWMRTS CEfTHROREEZHERL TWDB) N, 7o ¥—)N7
F—YAEFTHOREEB—FEE LTEIRoTWD, ZHIIETHEO-MNEHiE

BizoTn3s,
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< M 5 BN EOSTREEOERTH 2. EROWETHBEENTNS IPO /N7 4 —
TV ADERIZIE. BEROERE, HROFEMHEREND D, FRXTR. Zh5I
FOEREZMABEERMIETo TS, T, HBESHOBREE. KR D HE,
N FUREDN. CEJTHROERZETH S, ZOMICH, FKERDZTOZ DOLE (L
SFAYRN). EERMEIERDEBHE ThhLT ¥ —5145— (BISEH) O
TEHERBICAN, BEINDEBHNRAERO>TWVWS,

e EIRERE L TT V¥ — /T #— I ADERE. SEONEROERMNAEL,
CHICHRERLE. CROER. EXOBEIENMDS 2 ENHBE LA, $k. HERMN
R ENT +—< AR TS EVSERDES N, ORI &Rk, 7>
F—54 5 —DEIIPETHORENTH o7,

Arid. REOERIZHKEL, BB H0OH 5 EMESB TS, IPO HERBWTHED H
EOBREIHEL IR L TNEH 5, SHOMITIBERS, BEETIHELHXE LTS
DERERD. BHicET 2Lz,
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