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Abstract

Abstract

Our stock market started at 90's of last century. Until now it has developed
rapidly for more than twenty years. But it is notable that there is high 1PO efficiency
distortion ,such as the high degree of IPO underpricing in the China stock market.
Under-pricing high rate fundamentally hinder the allocation of resources of capital
markets function. To improve the IPO efficiency a series of reformation on the stock
issuing mechanism have been taken on in China. This paper ams to find out if the
series of reformation improved the PO efficiency .

To reflect the 1PO efficiency more roundly, | change the method used by many
papers which adopt the IPO under-pricing rate to measure the 1PO efficiency. | reflect
the IPO efficiency from 1PO pricing efficiency and 1PO alocation efficiency. | reflect
the price difference between the issue market and the trade market, the price
difference between the issue price and immanent value separately. Then | anayze
whether the reformations of the IPO system improve the PO efficiency empirically.

Through the research, | find that the usage of passage system actually improve
the IPO pricing efficiency. Meanwhile the usage of sponsor system reduces the PO
under-pricing rate in larger extent. In the aspect of IPO pricing methods and
distribution ways, the method of institutional investors inquiry which is released in
the first reformation stage didn’'t improve the 1PO pricing efficiency. | think this is
because of the immature of our stock market and the weakness of the institution
investors. So | think the reforming of the PO system must meet the actual conditions.
But the first reformation apparently improves the PO allocation efficiency. In the
stage of 2002-2004, although the supervisors intervene the pricing progress, this stage
apparently improves the IPO under-pricing. Maybe this is because many stocks
distribute to the investors in the secondary market. This method connects the issue
market to the secondary market. The second reformation kindly has improved the IPO

pricing efficiency and allocation efficiency.

Keywords: |1PO under-pricing; pricing efficiency; allocation efficiency
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