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The Puzzle of Over-raising Capital in ChiNext: Interests—driven or
Institutions—made
ZENG Yong-yi, WU Shi-nong, WU Ran-jie

(School of Management, Xiamen University, Xiamen 361005, China)

Abstract:  “Tri—highs” phenomena (i.e., high issue prices, high P/E and high over-raising capital) have
received extensive attention and suspicions from the very beginning of ChiNext’s establishment. As a unique
phenomenon in Chinese developing and transitional capital market, researches on the“high over-raising” phenomenon
are of great theoretical and policy importance. Based on a mechanical model of high over-raising, the paper
proposes two hypotheses and then uses the data of 142 ChiNext’s initial public offerings (IPOs) between September
2009 and October 2010 to test them empirically. While we find little support to the interests—driven hypothesis,
i.e., underwriters’ incentive to boost their underwriting fees causes the “high over-raising” phenomenon through
pricing IPOs high deliberately, we show that Securities Law’s Provisions of Listing requirements are institutional
roots of “high over-raising”.

Key Words: ChiNext; over—raising capital; underwriting fees; institutional constraints
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