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1. Background

The initial public offering (IPO) process is knovior its asymmetric information between investotse firm

insiders have easier access to private informatian the individual investors. To reduce this aswtmnand to
ensure the IPO success, a third party stakehotdedd oversee the process. Wang, Wang and Lu (2208irm

that venture capital (VC) certification is the basty of achieving this for two reasorsrst, the VC firms have
reliable information on the issuing firm becaussinly members of the board of directors, they befrefin special
working relations with the issuing firm’s team dfettors, unlike the other financial intermediari8scondthe

VC firms have to verify false certification to emeuhat they preserve their reputation.

Apart from their certification role, the VC firnalso have a monitoring role in the firms that tHieynce.
Because of their numerous investments, they areueaged to use diverse methods to supervise oettifyv
opportunist behavior in these firms. According & et al. (1990), Megginson and Weiss (1991), Jain and Kini
(1995) and Brav and Gompers (1997), the certificatind monitoring roles during an IPO can incréheevalue
and improve the operational and financial perforogaaf issuing firms in the medium to long term. Hwer,
numerous research studies have shown that VC fiaws a negative effect on these operations. Atit. (1998)
identified an adverse selection problem where éiss bExperienced entrepreneurs ask the VC firmbaeghe
risk, whereas the more experienced ones managsdithe without requesting outside finance. Consatly, the
firms with VC may perform badly because of inforiroatasymmetry. Gompers (1996) suggests a ‘grandistgh
hypothesis on the part of young VC firms, whereythee encouraged to reveal their abilities too goguotential
investors by assisting the firms with their poiigoin the financial markets. Therefore, they maydfihat they
perform badly because of a lack of IPO experie@@nerally during the IPO, either the adverse sectftects or
grandstanding aggravate the information asymmetiglpm between the initiates and the individuakistors.

The existing empirical studies generally use ant®ulata. Our approach differs; we use microstractu
measures from the markets including bid-ask spreBs information asymmetry and the volatility qgooment
should be studied when investigating whether thdiqgiaation of a VC firm contributes to reducingeth
information asymmetry during the IPO process. Tlkets microstructure literature shows that theaprand
the volatility of prices increase according to thiarmation asymmetry that exists between the msidcand the
outsiders. The certification/monitoring effects ateonger than the effects of adverse selectionftgtmnding;
however, reducing information asymmetry in the ficial marketplace would consequently diminish theads
and the price volatility for the IPOs financed hetVC firms. However, if the effects of certificati and
monitoring are dominated by the effects of advesslection and grandstanding, then the spread angribe
volatility become too high. Moreover, the pricingdadisclosing information process during a VC-backeO
could be clarified by examining the microstructala@a in the financial markets because, accordin@'ktara
(1999) and Madhavan (2000), the negotiation meanaaind the structure regulating the stock marketts lhave
an effect on investor behavior.

| chose to investigate the French market, a mavkata two-decade VC history and with few existstgdies
analyzing the role of VC firms in the French markéte empirical results show that the effectivatige spreads,



the cost of information asymmetry and the volatitf the IPOs financed by VC firms are not moréatde than
other classic operations. Their degree of inforaratisymmetry perceived by the market is not theeeftferior
to that of other operations. The effect of ceréifion/monitoring by VC firms is no more marked thhat of the
adverse selection/grandstanding. Although bottceffexist, the positive effects of the certificafimonitoring of
a venture-backed IPO are largely counterbalancetidpegative effects of adverse selection/grandsta.

1.1. Certification and PO underpricing

In conformity with the certification hypothesis, Bginson and Weiss (1991) and Baetyal. (1990) showed that
IPOs with VC firm involvement present a larger dagof underpricing than for those not involving Yi@ns. In
contrast, Francis and Hasan (2001), Peggy and W2a0a4) and more recently Arikawa and Imad’edd2@1Q)
and Elston and Yang (2010) found that IPOs withéQtfirm involvement show higher underpricing thdmose
financed by VC firms and question the certificatloypothesis, rekindling the debate on the subfetgy and
Wabhal (2004) tested the certification hypothesiagishe samples of Megginson and Weiss (1991) aardyiet
al. (1990) and noted no significant difference in kiaeel of underpricing between the two means ofrfaiag.
Consequently, because of the transfer of assetsh@ndommissions borne during the IPO, the costuch an
operation financed by VC firms is much lower thare mot financed by VC firms. The question thenearias to
why VC firms in particular bear such costs. Loughaad Ritter (2002) showed that VC firms acquirdemriced
IPO securities to later resell them with large s&leoy gains. Gompers (1996) pointed out that a W@ s
subjected to liquidity constraints when it reimkgsnvestors and that the IPO helps it to creafecal investor
image that in turn enables it to raise more capitafuture investments.

Neither explanations is convincing as the fir&reto a speculative bubble in the 2000s, whanedsrpricing
is a persisting phenomenon that is independeiiitsopériod. The second explanation is not valicafbwC firms,
particularly the youngest ones. Moreover, it isdohen the American finance system, where VC firnesraore
experienced because of the large humber of IP@sainmarket. To reconcile these two explanatiorassetto
(2008) recognized that the IPOs with VC firm invaiwent are distinguished by higher underpricingrduthe
normal period and by overpricing during the soeazhlihot’ periods. To overcome the irregularity ofirical
underpricing results, Rossetto (2013) propose@ar#iic model that depends on the period of id3udng a hot
period, there are considerable opportunities fofitable investments and VC firms are motivatedetover their
invested capital to reinvest in new projects. Imnmal periods, the VC firms try to maximize the giégfom the
projects in their portfolios during an IPO.

Chemmanur and Krishnan (2012) reexamined the abMC firms and conclude that underpricing is not
appropriate for measuring the role of the VC firansl propose a third explanation as an alternatietPO price
ratio/the intrinsic value. Using this variable, yrehow that the role of a VC firm is not only tartify the value of
the IPO, but above all, to play a commercial rol¢heir contacts with the other players in the fficial market.
The presence of a VC firm helps all of the sharééud to obtain the maximum from the product geeeray the
transfer of securities, and it can crucially attrserious firm purchasers who have a solid reparati

1.2. Resear ch hypotheses

IPO information asymmetry can be measured by teabk spread. The more uncertain the value, tigelddhe
bid-ask spread will be. Many studies have modellezl remuneration of the market makers for infororati
asymmetry risks with the aid of a bid-ask spredtk purchasing price is always lower than the salie®; this
enables a profit to be made for each purchasinipgeaperation. Copeland and Galai (1983) and @lostnd
Milgrom (1985) proposed theoretic models linking thid-ask spread and the level of information asgtnm

These models assume that the market makers etpetdke losses during negotiations with an informed
trader; this is the reason for the wide bid-aslkeadr However, if the exchanges are made with séentvader’,
then the market maker reduces the bid-ask spreake¥imakers are confronted with an adverse sefeptioblem
if they do not know who, among the traders, hagpei information. The market makers therefore aimgtimize
the bid-ask spread to maximize their profits. Cousatly, the bid-ask price perfectly reflects timeertainty and
the risk of information asymmetry in the financialrket: firms with a low level of these factors Iwhle
characterized by a wider bid-ask spread. Stoll @)9&stimates that the cost of information asymmédry
approximately 43% of the bid-ask spread in the NA§Dand Lin, Sanger and Booth (1995) claim that is
approximately 35% in the NYSE. Moreover, Menyah Badidyal (2000) observed that it amounts to 47%en
London Stock Exchange. Certification by a VC firmadls to a reduction in the costs connected withrimftion
asymmetry that has the effect of decreasing theadidspread. Moreover, when there is a lack ofsparency



concerning the real value of a firm, we considet there is a divergence of opinion among the itovesShalen
(1993) empirically demonstrated that price volgtjlas an approximation of the level of informatasymmetry,
is strongly correlated with a divergence of anttipns. Because of the divergence of opinion ofithise traders,
an increase in volatility is to be expected durihg IPO, leading to an increase in the risks toctvtihey are
exposed. If certification by a VC firm enables duetion in information asymmetry, then the IPO enolatility
can also be reduced. If the level of informatiognasietry is low, then it can be expected that tHfecefof
certification/monitoring is more marked than thatdverse selection/grandstanding, bid-ask spiaéamation
asymmetry cost and volatility. The following hypesies have been developed to test the importantte 6fC
firm role during an IPO:

Hypothesis 1: If the certification/monitoring effect is strongiman that of adverse selection/grandstanding, then
the bid/ask spread of the IPOs with VC firm invoteat will be weaker.

Hypothesis 2: If the certification/monitoring effect is strongiman that of adverse selection/grandstanding, then
the cost of the information asymmetry of IPOs Withfirm involvement will be weaker.

Hypothesis 3: If the certification/monitoring effect is strongiman that of adverse selection/grandstanding, then
the volatility of the IPOs with VC firm involvememitl be weaker.

2. Proposed Method

| adopted several microstructure measurementscertas the degree of information asymmetry inatgdihe
bid-ask price spread, the information asymmetry poment that concerns the spread and the volatility.

2.1. Independent variables
A. Effective spread

The bid-ask price spread is the difference betvwiieemowest purchasing price and the highest sade @Demsetz
(1968) takes the bid-ask spread as a recompenstedrim the market-makers for them to undertakeadiate
negotiations. It is one of the main transactiondsr investors. We estimated the effective spi&@adand the
relative effective spreddRS; in the same way as Hebb and MacKinnon (2004):

2 X |P;;P MP, | 1)
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whereP;; designates the firm’s closing pricen dayj, andMP; 4 represents the middle of the bid-ask spread

defined asdskq+bid;4)/2. The termsskq andbid; 4 respectively represent the required closing paite that of

the offer for the firm on dayj.

Si,j =2X |Pi,j — MPL,]| et RSi,j =

B. Information asymmetry component in the spread

This involves compensating the market-makers fgotiations with the informed traders who have tlestb
information. The market-makers try to enlarge theead during the periods where there is strongrindion
asymmetry. To measure the cost of the informatsymenetry in the bid-ask price spread, we followsalrhethod

by Georgeet al. (1991). This is defined ap;; = 1 —m; ; and indicates the proportion of the bid-ask spread
resulting from the information asymmetry of an action dayj. 774 represents the proportion of the spread arising
from another piece of information asymmetry:

2y —Cov(gDi,t. RD;_1) @)
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whereRD:: = Rt — Rist, Rt represents 10 minutes of intraday yield for thienfi according to transaction pride

in a lapse of timé-1 andt, Rg: represents 10 minutes of intraday yield calculatecbrding to the bid price (Bid)

B, S is the arithmetical average over 27 periods ofrifutes per day for the firmand CoMRD, RDi 1)

represents the covariance of the statistical s&li®s

Tig =

! Corresponds to the difference (relative to thedigidbf the spread) in absolute value between tioe jait which
a transaction has been carried out and the middrespread.



C. Volatility

Unlike in the classical approach that uses thdmipgrice to calculate the security yield, Garmad Klass (1980)
propose a more relevant improved estimator thasidens the highH), low (L), opening Q) and closing )
prices since the share price is supposed to fald@vownian motion without breaks. We estimatedvblatility
according to this approach using the following fata

02y = 0,511(a — b)? — 0,019[x(a + b) — 2ab] — 0,383x> )

wherea=In(H/O), b=In(L/O), In(C/O) anda? 4 represents the volatility of firrnon dayj. According to Garman
and Klass (1980), the coefficients are fixed intsaavay that the estimator is unbiased with minivzalance.

2.2. Thebasic regression model

Consider that the presence of a VC firm enablesntfioemation asymmetry to be reduced between thgeisand
the individual investors; hence, it is likely thiaere will be a decrease in the bid-ask spread;dkeof information
asymmetry and the volatility. The particular nataea VC firm is likely to influence the microstruce
characteristics of the financial markets. We teg¢ledregression in the following cross-section.

Y, = apg + a1 VC; + ay,Board; + as;Nbr; + a,Share; + asMAR; + agLlnMV; + a,(1/Age); 4)
+ agEarnings; + agNTT; + ¢;

whereY; represents the average of the bid-ask sprad@8¥ ¢ represents the information asymmetry afd
represents the volatility, both between days 1M3D;(within the capital) and@oard (seat on the board) are two
silent variablesShare represents the share held by the VC fiKbr; indicates the number of VC firms within the
capital;MAR represents the observed yield on the first daysiég to that of the markdtiMV; is the logarithm
of the firm's equities market value;Ade represents the inverse of the age of the firmeiary on the day of its
IPO; Earnings represents the earnings per share during thebgafare the firm’'s IPO divided by the average

observed closing price on the first day; &bk represents the average number of trades betwsmsnldand 30
following the IPO.

3. Preliminary Results

| compared both subsamples in terms of their affectlative spread, their information asymmetrgte@and their
volatility using Mann—-Whitney’s nonparametric tesid the classic t-test.

Table 1: Relative effective spread

| IPOswithVC | IPOswithout VC | Difference’

Panel A: Daily measure

Day 1 0.003 0.004 -0.517
(-0.70)
Day 2 0.006 0.007 0.062
(0.15)
Day 3 0.008 0.007 —-0.386
(-1.10)
Day 4 0.246 0.010 1.068
(1.133)
Day 5 0.006 0.013 -2.201
(-2.84)
Panel B: Interval measure
Days 1-10 0.005 0.011 -0.874
(-0.82)
Days 11-20 0.010 0.036 0.169
(-0.45)
Days 21-30 0.008 0.007 0.727
(0.84)




Note: * Z-statistic of Mann—Whitney U test. This nonpauetric test is used to compare two
independent small samples; t-statistics are regdmédween brackets;  andy respectively
mean a significant coefficient at the level of 13% and 10%.

Table 1 presents the panel data for both subsamopléise relative differences of the effective sgreRanel A
presents the average of the daily spread betweenldand 5 after the start of negotiations, ancePBrpresents
the average for the different periods of time. With exception of day 5, the results do not showsignificant
difference in the relative effective spread betwden subsamples. The results for the first two tpedods in
Panel B (days 1-10 and days 11-21) show a lowattiveleffective spread for the IPOs with VC firmdivement,
whereas the contrary is true for the third timeiqgubr(days 21-30). These results allow me to rejleetfirst
hypothesis, where the presence of a VC firm enablesluction in the level of information asymmetipwever,
IPOs with VC firm involvement are characterizedabselative effective spread that is lower duringatations.

Table 2: Information asymmetry analysis
| IPOswithVC | IPOswithout VC |  Difference

Panel A: Daily measure

Day 1 0.236 0.300 0.208
(-0.26)
Day 2 0.302 0.331 -0.140
(-0.01)
Day 3 0.304 0.382 -0.178
(-0.35)
Day 4 0.603 0.494 1.766
(1.14)
Day 5 0.539 0.610 -0.104
(0.19)
Panel B: Interval measure
Days 1 - 10 0.440 0.406 0.101
(0.79)
Days 11 — 20 0.468 0.490 -1.006
(-0.92)
Days 21 - 30 0.495 0.431 1.068
(1.07)

Note: * Z-statistic of Mann—Whitney U test. This nonpauetric test is used to compare two
independent small samples; t-statistics are regdmédween brackets;  andy respectively,
mean a significant coefficient at the level of 13% and 10%.

Table 2 presents the empirical results for therimfation asymmetry costs in both subsamples. Giyettze
costs are lower for IPOs with VC firm involvementthe first few days following the IPO. All threafiel B time
period results show that the information asymmetssts of IPOs with VC firm involvement are not lovtkan
those without. Consequently, we reject the secoypbthesis. Volatility is higher for IPOs with VCrifin
involvement than those without, but this differerigdess marked and not significant. Table 3 shthvas the
volatility of IPOs with VC firm involvement is higdr in each Panel B time period than in those with&ti firm
involvement. Consequently we reject the third hizpsts.

Table 3: Pricevolatility analysis

| IPOswith CR | IPOswithout CR |  Difference
Panel A: Daily measure

Day 1 0.006 0.005 1.001
(-0.02)

Day 2 0.004 0.003 0.617
(0.79)

Day 3 0.004 0.003 0.700
(0.58)

Day 4 0.003 0.003 0.198
(0.05)

Day 5 0.004 0.003 0.533




(1.01)

Panel B: I nterval measure

Days 1— 10 0.003 0.003 0.601
(0.53)

Days 11 — 20 0.003 0.002 1.024
(1.40)

Days 21 — 30 0.003 0.002 0.803
(0.44)

Note: * Z-statistic of Mann—Whitney U test. This nonpauetric test is used to compare ty
independent small samples; t-statistics are regdmédween brackets;  andy respectively,
mean a significant coefficient at the level of 1% and 10%.

The different results (spread and relative infdioma asymmetry) reject the hypothesis that the mile
certification/monitoring dominates that of the abeeselection/grandstanding of VC firms in the Elemarket.
The results prove that the degree of informatigmrasetry in IPOs with VC firm involvement, perceivbyg the
financial market, is not lower than those witho@ Yirm involvement as far as the relative effectspread, the
information asymmetry costs and the volatility @@ncerned. The results also indicate that a realudti
information asymmetry because of the effect of ifieation/monitoring by the VC firm may be largely
compensated for by the VC firm’s adverse seleagiaridstanding effect.



Eeferences

Alexander, J., 1993. lawsuit avoidance theory oy Wiitial Public Offerings are underpricddCLA Law Review
41, 17-71.

Amihud, Y., and H. Mendelson, 1988. Liquidity arsbats priceszinancial management implicationSinancial
Managemeni7(1), 5-15.

Amit, R., J. Brander, and C. Zott, 1998. Why Do Wea Capital Firms ExistPheory and Canadian Evidence
Journal of Business Venturirig(6), 441-466.

Arikawa, Y., and G. Imad’eddine, 2010. Venture tal@ffiliation with underwriters and the underpnig of initial
public offerings in Japardpournal of Economics and Busineg&(6), 502-516.

Asquit, D., J. Jones, and R. Kieschnick, 1998. Ena on price stabilization and under-pricing inyet#O
returns,The Journal of Financé3(5), 1759-1773.

Baron, D., 1982. Model of the Demand of Investni&entking Advising and Distribution Services for N&sgues,
The Journal of Financ87(4), 955-976.

Barry, C., C. Muscarella, J. Peavy, and M. Vetsagpd990. The role of venture capital in the coratf public
companies: Evidence from the going-public procésarnal of Financial Economic®7(2), 447-471.

Beatty, R., and J. Ritter, 1986. Investment bankiegutation, and the underpricing of initial pebdifferings,
Journal of Financial Economick5(1-2), 213-232.

Benveniste, L., and P. Spindt, 1989. How investniimkers determine the offer price and allocatibnew
issues,Journal of Financial Economic24(2), 343-361.

Black, B., and R. Gilson, 1998. Venture Capital #mel Structure of Capital Markets: Banks vs Stockriéts,
Journal of Financial Economic$7(3), 243-277.

Bolten, P., and E. Thaden, 1998. Blocks, Liquidiyd Corporate Controlhe Journal of Financg3(1), 1-25.

Booth, R., and L. Smith, 1986. Capital raising, emetiting and the certification hypothesigurnal of Financial
Economicsl5(1-2), 262-281.

Brav, A., and P. Gompers, 1997. Myth or Reality®2 Tlong-Run Underperformance of Initial Public Offfgys:
Evidence from Venture and Nonventure Capital-BackeahpaniesThe Journal of Financg2(5), 1791-
1821.

Brennan, M. J., and J. Franks, 1997. Underpriaivgnership and control in initial public offering$ equity
securities in the UKJournal of Financial Economic45(3), 391-413.

Cai, C., 2007. A New Test of Signaling Thedfinance Letter$(2), 1-5.

Chemmanur, T. J., and K. Krishnan, 2012. Heterogesibeliefs, short sale constraints, and the ecanaie of
the underwriter in IPOg;inancial Managememnt1(4), 769-811.

Copeland, T., and D. Galai, 1983. Information Effean The Bid-Ask Spreadhe Journal of Financ&8(5),
1457-1469.

Cornelli, F., and D. Goldreich, 2001. Bookbuildiawgd Strategic Allocatiorlhe Journal of Financk6(6), 2337-
2369.

Cumming, D. J., and J. G. MacIntosh, 2003. A Ci@esntry Comparison of Full and Partial Venture @alpi
Exits, Journal of Banking and Finan7(3), 511-548.

Darke, P., and M. Vetsuypens, 1993. IPO undergyicdmd insurance against legal liabilitizinancial
Managemen22(1), 64-73.

Demsetz, H., 1968. The Cost of Transactiftge Quarterly Journal of Economi&2(1), 33-53.

Elston, A., and J. Yang, 2010. Venture capital, ehip structure, accounting standards and IPOrpridg:
Evidence from Germanyournal of Economics and Busineg2(6), 517-536.

Francis, B., and I. Hasan, 2001. The underpricihgrenture and non-venture capital IPO%1 empirical
investigation Journal of Financial Services Researt(2/3), 93-113.

Garman, M., and M. Klass, 1980. On the Estimatibrsecurity Price Volatilities from Historical Datdahe
Journal of Business3(1), 67-78.

George, T., G. Kaul, and M. Nimalendran, 1991. &ation of the bid - ask spread and its componentseew
approach Review of Financial Studieg4), 623-656.

Glosten, L., and P. Milgrom, 1985. Bid, Ask and fisaction Prices in a Specialist Market with Heteragpusly
Informed Tradersjournal of Financial Economic¥4(1), 71-100.

Gompers, P., 1995. Optimal Investment, Monitoreugd the Staging of Venture Capitéhe Journal of Finance
50(5), 1461-1489.

Gompers, P., 1996. Grandstanding in the venturdatapdustry,Journal of Financial Economic42(1), 133-
156.

Gompers, P., and J. Lerner, 1998. Venture Capitdtibutions: Short-Run and Long-Run Reactiorse Journal
of Finance53(6), 2161-2183.

Gompers, P., and J. Lerner, 200#e Venture Capital CycleMed(The Massachusetts Institute of Technology
Press, Cambridge).



Grimblatt, M., and C. Hwang, 1989. Signalling ahd Pricing of New Issue$he Journal of Financé4(2), 393-
420.

Habib, M., and A. Ljungqvist, 2001. Underpricingdagntrepreneurial wealth losses in IPgory and evidenge
Review of Financial Studigs}(2), 433-458.

Hebb, G., and G. MacKinnon, 2004. Valuation Undatiaand IPOs: Investment Bank versus CommercialkBa
Underwriters Journal of Economics and Finan28(1), 68-87.

Hughes, P., and A. Thakor, 1992. Litigation Riskermediation, and the Underpricing of Initial Fal@fferings,
The Review of Financial Studigé), 709-742.

Ibbotson, R., 1975. Price performance of commonkstew issuesjournal of Financial Economicg(3), 235-
272.

Ibbotson, R., and J. Ritter, 1998ial Public Offerings(Elsevier, Amsterdam).

Jain, B., and O. Kini, 1995. Venture Capitalisttiggration and the Post-Issue Operating Performarid®O
Firms,Managerial and Decision Economit§(6), 593-606.

Jenkinso, T., 1990. Initial public offerings in thimited Kingdom, the United States, and Jagairnal of the
Japanese and International Economiid), 428-449.

Keloharju, M., 1993. The winner’s curse, legal iidyp, and the long-run performance of initial pidbfferings,
Journal of Financial Economic34(2), 251-277.

Koh, F., and T. Walter, 1989. A direct test of Rgakodel of the pricing of unseasoned issimsnal of Financial
Economic23(2), 251-272.

Lee, P., and S. Wahal, 2004. Grandstanding, Geatifin and the Underpricing of Venture Capital BatkPOs,
Journal of Financial Economics3(2), 375-407.

Levis, M., 1993. The long run performance of idigablic offerings: The UK experiencEinancial Management
22(1), 28-41.

Li, M., and S. X. Zheng, 2008. Underpricing, owrgpsdispersion, and aftermarket liquidity of IPMdis,
Journal of Empirical Financé5(3), 436-454.

Lin, J., G. Sanger, and G. Booth, 1995. Trade 8k Components of the Bid-Ask SpreReview of Financial
StudiesB(4), 1153-1183.

Ljungqvist, A., and W. Wilhelm, 2002. Ipo allocat& discriminatory or discretionary2ournal of Financial
Economics$5(2), 167-201.

Loughran, T., and J. Ritter, 2002. Why don’t issuget upset about leaving money on the table irstThReview
of Financial Studied5(2), 413-433.

Loughran, T., and J. Ritter, 2004. Why has IPO gmdeing changed over timePjnancial Managemen33(3),
5-37.

Lowry, M., and S. Shu, 2002. Litigation Risk andI®nderpricingJournal of Financial Economid85(3), 309-
335.

Madhavan, A., 2000. Market Microstructure: A Survéyurnal of Financial Market8(3), 205-258.

McGuinness, P., 1992. An examination of the undeirgy of initial public offerings in Hong Kong: 1881990,
Journal of Business Finance and Accountli®§2), 167-194.

Megginson, W., and K. A. Weiss, 1991. Venture Gajgits Certification in Initial Public Offering3he Journal
of Finance46(3), 135-151.

Menyah, K., and K. Paudyal, 2000. The componentsiddfisk spreads on the London Stock Exchadgernal
of Banking & Finance4(11), 1767-1785.

Michaely, R., and W. Shaw, 1994. The Pricing dfi#hiPublic Offerings: Tests of Adverse Selectiol Signaling
TheoriesReview of Financial Studiéq?2), 279-319.

Muscarella, C., and M. Vetsuypens, 1989. A SimpéstTof Baron’'s Model of IPO Underpricingournal of
Financial Economic24(1), 125-135.

Nandaa, V., and Y. Yun, 1997. Reputation and firenntermediationan Empirical Investigation of the Impact
of IPO Mispricing on Underwriter Market Valudournal of Financial Intermediatiof(1), 39-63.

O'Hara, M., 1999. Making Market Microstructure Mattinancial Managemer28(2), 83-90.

Peggy, M., and S. Wahal, 2004. Grandstanding,fioation and the underpricing of venture capitathed IPOs,
Journal of Financial Economicsg3(2), 375-407.

Ritter, J., and I. Welch, 2002. A Review of IPO iitt/, Pricing, and AllocationsThe Journal of Financé7(4),
1795-1828.

Rock, K., 1986. Why new issues are underpridedynal of Financial Economick5(1-2), 187-212.

Roell, A., 1996. The decision to go publin overviewEuropean Economic Revied@(3-5), 1071-1081.

Rossetto, S., 2008. The price of rapid exit in uestapital-backed IPOAnnals of Financé(1), 29-53.

Rossetto, S., 2013. IPO activity and informatios@eondary market price&nnals of Financé&(4), 667-687.

Ruud, J., 1991. Another View of the Underpricingrofial Public OfferingsFRBNY Qarterly RevieBpring, 83-
85.



Ruud, J., 1993. Underwriter price support and B underpricing puzzldpurnal of Financial Economic34(2),
135-151.

Sahlman, W., 1990. The structure and governanceeofure-capital organizationgournal of Financial
Economic7(2), 473-521.

Schultz, P., and M. Zaman, 1994. Aftermarket suppad underpricing of initial public offeringSpurnal of
Financial Economic85(2), 199-219.

Shalen, C., 1993. Volume, Volatility, and the Disgen of Beliefs,The Review of Financial Studié§2), 405-
434,

Spiess, D., and H. Pettway, 1997. The IPO andd&asoned equity sale: Issue proceeds, owner/mahagalth,
and the underpricing signalpurnal of Banking & Financ@1(7), 967-988.

Stein, J., 2002. Information Production and Capitidbcation: Decentralized versus Hierarchical Fgrithe
Journal of Financé7(5), 1891-1921.

Stoll, H., 1989. Inferring the components of theé-bsk spreadheory and empirical test¥he Journal of Finance
44(1), 115-134.

Stoughton, M., and J. Zechner, 1998. IPO-mechanismagitoring and ownership structudeurnal of Financial
Economics49(1), 45-77.

Tirole, J., 2006The Theory of Corporate Finang&inceton University Press, New Jersey).

Wang, C., K. Wang, and Q. Lu, 2003. Effects of \YratCapitalists' Participation in Listed Companikgjrnal
of Banking and Financ27(10), 2015-2034.

Welch, 1., 1989. Seasoned Offerings, Imitation €pand the Underpricing of Initial Public Offering$e Journal
of Finance44(2), 421-449.



