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The IPO Information Acquisition and the Protection of
the Interests of Investors: A Study Based on Sophisticat-
ed Investor Questionnaires
Huang Fangliang ', Sun Li' , Chen Jing', Wu Chaopeng’

1. School of Finance, Shandong University of Finance and
Economics; 2. School of Management, Xiamen University

Abstract With the deepening of the IPO reform of China, it is of
great significance to examine investors’ intention and behavior
concerning ex-ante information acquirement and ex post claims
from the micro-level perspective. By conducting surveys of sophis-
ticated investors through making questionnaires and subsidiary
interviews, we find that, as to the ex-ante information acquiring
and processing, among heterogeneous investors, there exist signif-
icant differences which are affected by sophistication features of
investors such as their financial professionalization and investment
experiences. Investors’ attention to the first-hand information of the
prospectuses is inadequate. Compared with institutional investors,
a larger proportion of individual investors tend to choose internet
media and securities dealing software as ways of information ac-
quisition. Individuals rely more on the second-hand information,
while institutions conduct more surveys to be better informed. The
higher the institutional practitioners’ degree of education, the more
surveys they make. The investors’ sophistication features of finan-
cial professionalization and investment experiences are related to
their information acquisition. So the sophistication of investors has
an influence upon the efficiency of the IPO market according to the
market efficiency theory which asserts that information transmis-
sion affects market efficiency. As to the ex post claims by investors,
about 1/3 investors intend to seek judicial remedy when getting
fraud information. Fewer individuals do so. The reason lies in high
suing costs and proof collecting difficulties. The investors who read
more about prospectuses in advance are more likely to seek judicial
protection afterwards. The interaction of the prospectus reading and
survey on judicial remedy is not significant. Compared with inves-
tors who know less about administrative protection measures, those
who know more have a low probability to choose “not to seek judi-
cial protection”. In cases of IPO firms’ experiencing sharp profits

decline or being exposed to information fraud scandals after listing,

NGIN=FE
the degree of information acquisition does not show significant ef-
fect on investors’ decision making or their self-protection behavior
when the supply is strictly controlled in the IPO market, where the
“winner’s curse” theory no longer holds. The problems found in this
research and the enlightenment and policy suggestions drawn may
provide supports for the deepening of the IPO information disclo-
sure reform, for making further investor protection measures and
for the introduction of the registration system.

Key Words IPO Information Acquirement; Investor Protection; So-

phisticated Investors; Questionnaire
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