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Abstract

The phenomenon of the Initial Public Offering (IPO) stock underpricing to
provide opportunity for investors to sell the stocks on the first trading day in the
stock exchange for high return is quite common in the capital market. However,
it brings the doubt that why the companies to be listed in the exchange sacrifice
their benefit for the investors’ high return and why those companies do not sell
their shares at higher price for their own benefit. This article shows the evidence
for IPOs’ returns in various countries from different continents and summarize
different hypothesis attempting to explain the phenomenon for investors to

understand and to adapt for building more wealth.
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insAnwilutag a.a.2003 fs 2010 Wiuaneuunuiis 264.50% duUssmantens
nanauuyundulefilosgn Aeusymeorsauminlasildiadeinanuleflediuiy
20 %u 5¥WInal A.6.1991 i A4 199471 4.4% dauuszinelne nan1sAnwiansiuledile
Fanue 459 Wu nuidasHaneuLURdsIINNTasuIiereluTuiidudinain
Fuwsnluyesenind a..1987 fs A.A.2007 WU 36.6%
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U Chen, Choi, & Jiang; Jia 2,102 1990-2010 137.40%
& Zhang
GRNAN McGuinness; Zhao & Wu; 1,259 1980-2010 15.40%

Ljungqvist &Yu; Fung, Gul,
and Radhakrishnan; Ritter

duLhY Marisetty and Subrah- 2,964 1990-2011 88.50%
manyam; Ritter

dulailige Suherman 441 1990-2013 25.00%

ﬁﬁ 'qu Fukuda; Dawson & Hiraki; 3,136 1970-2011 40.20%

Hebner &Hiraki; Pettway &
Kaneko; Hamao, Packer, &
Ritter; Kaneko & Pettway

W5UAU Al-Ali and Braik 53 1999-2008 149.00%

WAL Dhatt, Kim & Lim; lhm; 1,593 1980-2010 61.60%
Choi & Heo; Mosharian &
Ng; Cho; Joh; Ritter

AR Isa; Isa & Yong; Yong; Ma 413 1980-2009 62.6%

#19fe15ily | Al-Anazi, Forster, & Liu 76 20032010 |  264.50%

aeAlus Lee, Taylor & Walter; 591 1973-2011 26.10%
Dawson; Ritter

PRI Samarakoon 105 1987-2008 33.50%

ny Wethyavivorn & Koo- 459 1987-2007 36.60%

smith; Lonkani & Tirapat;
Ekkayokkaya and Pengniti
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OAMTLAY Lee, Taylor & Walter; Woo; 1,562 1976-2011 21.80%
Pham; Ritter

Tduaun Vos & Cheung; Camp & 214 1979-2006 20.30%
Munro; Ritter

NIt

LALUIAN Jog & Riding;Jog & 696 1971-2010 6.70%
Srivastava; Kryzanowski,
Lazrak & Rakita; Ritter

au%’gal,u%m Ibbotson, Sindelar & 12,496 1960-2013 16.90%
Ritter; Ritter

nIvawsnla

DISLAUAUN Eijeenhuijsen & van 20 1991-1994 4.4%
der Valk

YT Aggarwal,Leal & 275 1979-2011 33.10%
Hernandez; Saito;Ushisima

nIduansnn

Tuseala Alami Talbi 19 2004-2007 47.20%

wenWsnild | Page & Reyneke; Alj, 285 1980-2007 18.00%
Subrahmanyam &Gleason;
Ritter

nIvglsy

n3n Nounis, Kazantzis & 373 1976-2011 50.80%
Thomas; Thomadakis,
Gounopoulos & Nounis

BRGIGER) Aussenegg; Ritter 102 1971-2010 6.30%

Janisy Nikolov 9 2004-2007 36.50%

TS Gounopoulos, Nounis, and 73 1997-2011 20.30%
Stylianides; Chandriotis

LA Jakobsen & Sorensen; 164 1984-2011 7.40%
Ritter
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BREID] Ljungqvist; Rocholl: Ritter; 736 1978-2011 24.20%
Vismara
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Cassia, Paleari & Redondi;
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Rl Rydqvist; Schuster; de 374 1980-2011 27.20%
Ridder

gawosaus | Kunz,Drobetz, Kammer- 159 1983-2008 28.00%
mann & Walchli; Ritter

ﬁiﬁ Kiymaz, Durukan; Ince; 355 1990-2011 10.30%
Kucukkocaoglu

ANy Dimson; Vismara; Levis 4932 1959-2012 16.00%
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thasuinivedivssiiudy Wy funsean dandendesiie damsdisaniing
miladadesnnag ud anmeann msudeti wagnisdndulanianisiudiionisviils
ogadsBuresuiin (nen msmedlana. 2556: 1-2) Inelupainmadudu n1sudedu
vosndvsuisoravilifimsseneiiioelagnéntinamu
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1. ngumaNaiiieafunsanauidssvesndiusuiia Uszneusie

1.1 aunfgiundvsuiadeanundes (Risk Averse Underwriter)
auufguiiosuisi nadeaiulefilelignaiiyadifiuiiasafngin
AnumemveINdvsuislunisanaudssiienavieuliuisngnalaluvmn
dHosmnmssanailiignazanslfanansavetuadioungndnamuldie  uinguii

AudviniluuidnitooniuFieuiiasdoiiouiutu (Seha: 1988: 791)

1.2 suuRgnuAUseAuny (Insurance Premium Theory)

dudunguiid dusnvesmailauenelifaosiuauoneunlssou
pdausniSeuaiiousnideusyiustverndvsufviues \esndingraneuazngeneg
fdsfulindusuiadesdamedeyaisrfuiuleflosgrauiivsmeliinamunsiu
dielvinsdnauleamuiuluedneefsssy Wildiauladomsslauaen vhifluma
Ujtailletnamuuayuiienananmndusuinindnisdawmedeyaing  visl
Wmernlrdnduleianatn vlvinsilesdesiidemeainty Woaniymidnan
Nivsuadsiinaesiulefilelignlinouieanyarnaglanianisunyues
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dnamu  Fadunisaalonanislautiesnilubesiandn  nsdiiinisflesiesuay
NalwsuRAnuiaffaylifeadsrusulnaiuiigunseyadamnudomeiiinse
tinamus (Seha: 1988: 797-798) ﬁy’m“jaﬂfﬂ‘wuamagmﬁiu%adﬂamagmmsLé‘laqmi
Tautlaasoaniangmune (The lawsuit avoidance hypothesis)
1.3 auufgnunsinvideveandusuia

Beatty and Ritter (1986: 213-232) isqiﬂmﬁﬁmumiﬂmsuaﬁﬁ:umua
peuiinasuadusnilivngay ldhunafuluriegniuly ava¥anudens
undeldemwemdvsuinardmalyidiuuiwainanas NavsuRiiitensznindsde
vosusvluowian mameiuiiausteroUszevuniausnunssrilidovesuivlu
angmtinasmuue Wedesihvuesuitvlmisunausueungnidniaggniunie
gnunn iszgnénidauennainnisterunaundundineu dunndusuiaihinsuan
wuevglusimgniazsiliuieniiesnuliieenlfuinmawazazyilidunumanis
Rugetuies Uidiingnenuinunieldosemuimensmdasaiulmilflndyae
Auvia3s

fadunsauerefulumagniniegiitnguszasdiloainsde dods
Mivsuiaromsgnéludiutnamutines  uandeiulmiinvefazmgnénunie
1#laienn venanigadumafugniliifielaueuinimmenisiudug Tdnde Tuns
fAnwives algds Aanyine (2554) WertusiuandaiiannzJeulunaavdnninduns
UspinalneTaauersuntdnamuadusnsening ne2537 89 w2547 sausiuau
149 U38n wuhmssanafildungauligadesifuludmaldmuudniaman
VBeNAYTUNIANAY

2. nguwaraieafunslasudeyaiiliviniu
nslasudeyalidwiniulinuiadu nsdinsiideyaldwinfuszninandysuia
wavUivmioantfuledle uaz nsdlnsiideyaliivihiilunguinamuseiy auufgiy
Tunguiluszneudne
2.1 auuAgIuNIsHduAniendtveandlusuia (Monophony Power
Hypothesis)
aunfguineumanuininluidvgnénfleantiuleflesoudsiIouls
NalwsuRavneuvesilusiagn Tasedued esanuimgndndosfiandsuia
s1znsUisnlinsuisnnudenisvesinasmuuasnminsauvesiuitnamu
ilasne  windlwsuiadhla Uidmgnndidesnseentiuleledafesnouunuandy
suftlagliavsveumnImmanindiesuiana (Baron. 1982: 955-76) uaglyt
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sualunsmneiulefiloudndesufn Tasndusufafdnazdanavesiulofle
gnq Tigndinamulasanzngugniaglugiiderulminarliuinmsnnndesuia
Huuszuiedunmsmeuuny dafudsmmuiliuiuoulusaiafiinndy nisiesanfoy
gntumy anudesnisliuinsvesndssuiniazanntusasmnouunulugudauan
YoITIAAENTudne
2.2 auufgtu frue GlEsAvETe) laufany (Winner's Curse Hypothesis)
Tuauufgutl dousvdedlésuavaderulefedadunduinamuiiteya
Yfounindnlefunsinassiuiimdevielifesnisantnamudisideyauinniunsy
nauiiideyafeafuiuiieonlminnniiasdadondeusiuiinagnasdudeu wie
uivusaunadmiutnamuiiddeyatioond (Rock: 1986) dumnidivsuia
foansisgalitinasunauiifdeyatiosnitdrundndeiulefloss Afeainling
amuluulagiadefisagn viedndedslivivlilaendsudrinasmuuianuainnis
awuluttulefile il Ritter (1998) Aldosunefaauudgud Tuvhusafeaiu
2.3 auNAgIUAaIAgaNLIv1e (Lemon Market Theory)
nqufiiansnsodndundguifeiunguinslésudeyaluvhiusiuiu us
Busgnisdorsuasdie lnewSoudsutunaiafifimsdounsnueluatodeu v
wsingnihlendlvmensomilounsiusiieniazlsusdietues ogalsfiny
dofdorhludssinuisfaznudveauniuiivimdanaiidounnsly fietluisl
nédeusnanaanalusaganendidemeannisiauaen Tunsdvssnisviediu
lefile fuenmindsmillifunanusimedadligineufiazihooniy waziilesan
visvlallFaansdoudoreiulunaandnning  Fdlddnadamouasiinszidoya
Aeafussmnieusdiwianles fufudadunisenfesdmunmmyadiuresuidnd
wingay ietestumudssinamuisfesnistoruiinngnaie nisfmandades
fidquanun lnsduaniffedunuveseiuliifodngdifuies (Akerlof : 1970)

3. nguwnraigafun1snann Usznaudae
3.1 aunAgnunsmndeyaannaaaluEessimiangan (Market Feedback
Hypothesis)

Tumsiosandananvesiulefiletu Ndwsuiainidgdnamunelmgy
fifugnéusydnulideyannudosmstertufinaniiiogemiufesnsvemain uiedi
Sont Book-building dsavililiteyaddnidlunivesmafidnamudiuiiangay
wazUnasfusenlmifiinasmusiomns  msBuduinnsanannsiauesieenlineu
ylrldsuauufionntnamugniUsesundhiulvideyaunniu (Ritter. 1991: 8)
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winlunsaififinnsanudinafiauonsusudumeanudniivaziluaziinnsyiudia
stuld waznnmaunslufiunaadld wimsBasuansafdnihliaen
29steanIADLT19
3.2 #ULAZIUIAAT1IU (The Bandwagon Hypothesis)

waraiiUIsuTnamuiitnamuadiesumniidumslufunesnismiu
mndledudiinesnsu guileuliaufosnasdiiumnfyenssualieuinsasnniy
Snogmaty lunmminauetusenugliiuuszesuiluadusndumniinszua
anuavlaluriausngs fAegshlidnamudnuunuiesninvosiuifinegnasnds
(Ritter. 1991: 8-9) widnszuamuaulaluneuEuduerusnand delriideya
Fhufuuiunde dnamuiluidnliads dafundesurelaindmeausnsld
MndgafiuviasafieaienssualiitnamuGuaulathe Wethamuseduiiud
wosnduBefemnendmnuuauaisumsamuluidluid  msvefuludde
Uszauaudusalalienn

3.3 @uuRgIUNsaedaya I (Signaling Hypothesis)

pssngmaevuTegnivinasmudmivauufguie Wehliinamu
lemlsuaziineudale uazdleusmoonsiulmidiuiufazanansaeliiuinanu
#laienn Suamsfnwifliuunfnativayuausfguivnnglunudeusne, dudedn
W M3AnwIes (Allen and Faulhaber: 1989) wavunide (Welch: 1989) Beaguviu
fraueneliszauadusngnuielumagniagelithasmunderuresisvanile
theonwelundwiely  nagnstdadunagyinmenmanaindmiuvusdniituuassea
yulnsmsmefufisndanniinefulivsssauililuadusntdues

4. nguWgNAIEITUNSININSIUIAYB IR LAY Tiddnyfe
4.1 auuRgIuN1INI¥LEReYU (The Ownership Dispersion Hypothesis)
dmduanufgiul nsveusagnigaussasdifiofsgalidnamu
Srunwnndunuderusssnmadudvenien lidwesidnandnamu
sweosfivanvats dwalvanmadosesiuiivsdeuslunainiiuinuazloniad
Ausmsazlaumunuiiesas lenanisgninvenfidesasmemsginawuiuesey
waznIEIANIEATLUN (Ritter. 1991: 10)
5. nguaNNAgIuindiesia IPO lildmasudsanlunannsesgaiuase
amJagﬂumjmﬁaaﬁuﬂmﬂgmﬁzﬁmﬂwé’ﬂgmﬁwudﬂ dleiguiunaaesd
nivsudadliuntnamu  nevulefleafiudunndedidorglusaandnning

Tutuusn wilieousuingnaedinadfesIANaase auufgiunddyme
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5.1 auufignunesayannnisiisiils (Speculative Bubble Hypothesis)
aunfguiiosued Vuleflooragniimaresiiasiiouyaruiasmg
iwsugmansvdeldldgnaasailignnitanudueie udidesaniduidesnisves
fhamuiiuaun  Fdnissederuiudinuiioontiesie deldldsuiaassiu
tnasmuftazludevuiiodinainses mudosnisiundinanifsimasulutuusn
Wutugandisaesednag demaginiyasuitiuasinamuimaisidy
pIgviin TIAfarias adefurlesaynestumaruanes1eIng (Seha.1988: 792)
iszddlunadstiutes
Tusanariulsemaindaiann wu Ussmedudaanouumiluriugsnindesiveidus
(o3t 1) Snsfinvnud Barnmsimeviulusaesedligsdulasndusuia
tuies lnefinisudostmideiiios ndmniudinand-denelusaia (Ma. 2005: 1-21)

nsfnwves Jay R. Ritter Tumsed 2 lenundnguitaduayuauufgiuil
lnsflavinisvegeuilIsuiisudnsnanauwnuresiulefileduriuniivuinyasi

t

maalndfuualdleuledile wuilussesduiulenilednlinaneuwnuganiouiui

tnawmudeuilusaisedignuin  usmilefiousinanluszezeniuiaglisudns
HANBULNUAAAY karAINTINsasuluiuiyarmaInlnaiuLiZeNnINAaInTes

A15197 2 Snsmanauwuduesdudveviuiliausesnuiewnuszyvy
lUASILIN faue A 1970 - 2011 NUTMAANSFBLNTNT

6 \Boy 6 . . . . Aade

IR 6WoU w1 Y2 Uiz Va4 VA5 Geometric
WSN a9 %7 15

ﬁ:u IPO 590% 0.40% .6.60% .5.00% .10.70% 18.70% 12.40% 10.60%

ﬁumaw’%ﬁwﬁ 520% 5.60% 11.40% 13.20% 14.30% 16.90% 14.00% 13.90%
YUIAINALAES

NARg 0.70% -5.20% -4.80% -8.20% -3.60% 1.80% -1.60% -3.30%
ﬁi’ﬂmuﬁu IPO 8,464 8,436 8,464 8513 7,787 6,958 6,167

fi11: Website http://bear.warrington.ufl.edu/ritter/IPOs2012-5years.pdf
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Ldanunsaveiulonilelivun
5. derulefleluvssmaiiinistdulingrnedunsosinanuiedineuuss
FBKYINAILEHR

6. Wmsawuluiuleniloluszezen

LONE1591999

15351 A3y (2550). MsfinuBasy HaNTEMUYEINTSRITIAN IPO fadaides
Ya9alvsuna nsalRnvIUsEmAlng. IneeansumUudin
(MIUTMINITRY) NTUNNY WINYIRUFTIUAANS. ciglenans

e NTNAlana (2556). nagnss1AI=Pricing & Marketing Profitability.
NN U wlau wiuRa S,

paednTENusisszmelne. (Online). TunaumstuiduevsuiUszevuiialy
afausnidndovislunanandnning. duduidotuil 1 quaitus 2557,
370 https://www.set.or.th/th/products/listing/process_pl.html

Allen, Franklin and Gerald R. Faulhabour (1989). Signaling by underpricing in
the IPO market, Journal of Financial Economics. 23: 303-323.

Beatty, R.P., and Ritter, J.R.(1986). Investment Banking, Reputation, and the
Underpricing of Initial Public Offering. Journal of Financial Economics.
15: 213-232.

285



MTANSHIAUAEAS UNAINB1BBATUASUNTILSA UN 17 aUULRaUUNTIAN-5UNAN 2557

D. P. Baron. (1982). A Model of the Demand for Investment Banking Advising
and Distribution Services for New Issues. Journal of Finance. 37: 955-76.

George A. Akerlof. (1970). The Market for “Lemons”: Quality Uncertainty and
the Market Mechanism. The Quarterly Journal of Economics.

84 (3): 488-500.

Jay R. Ritter. (1991). The Long-run Performance of Initial Public Offerings.
Journal of Finance. 46 (1): 3-27.

Jay R. Ritter. (1998). Initial Public Offerings. reprinted (with modifications) in
Contemporary Finance Digest. 2 (1): 5-30.

Jay R. Ritter. Returns on IPOs during the five years after issuing, for IPOs from
1970-2011 Updated on Apr 11, 2013. Available at:
http://bear.warrington.ufl.edu/ritter/IPOs2012-5years.pdf

Keown, A. J., J. D. Martin, et al. (2005). Financial management: Principles
and applications. International Edition, New Jersey: Prentice Hall.

K. Rock. (1986). Why New Issues Are Underpriced. Journal of Financial
Economics. 15:187-212.

Shiguang Ma. (2005). Why Are the First Day Returns of China’s IPOs So High?.
Proceedings of the 4th Global Conference on Business & Economics,
Oxford, UK. University of Wollongong Research Online. 1-21.

Seha M. Tinil. (1988). Anatomy of Initial Public Offerings of Common Stock.
Journal of Finance. 63(4): 789-822.

Welch, Ivo (1989). Seasoned offerings, imitation costs and the underpricing
of initial public offerings, Journal of Finance. 44: 421-449.

Website http://bear.warrington.ufl.edu/ritter/IPOs2012-5years.pdf

286



