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Whether or Not, VC/PE’s Shareholding Lies Behind the TPO
Underpricing Puzzle on the GEM Board? Based on the Research of

the IPO First-day Yield on the GEM Board in China

SUN Wujun', ZHANG Rui’*, SUN Han'
(1. School of Business, Nanjing University, Nanjing 210093, China;
2. GF Securities Investment Banking Department, Guangzhou 510075, China)

Abstract . Based on the causal theory of the IPO first-day yield on the GEM board, this essay focuses on how VC/PE’s share-
holding influences the IPO first-day yield on GEM, and makes the conjecture that VC/PE’s shareholding influences the IPO
first-day yield periodically. The results show that, VC/PE’s shareholding results in higher IPO first-day yield on GEM, which
means VC/PE’s shareholding of GEM contributes to creating IPO underpricing; in the early period after GEM was founded,
VC/PE’s shareholding strongly pushes the IPO first-day yield up; and later this positive effect becomes insignificant and even
turns to the opposite. To a certain extent, these conclusions validate that VC/PE’s shareholding lies behind the IPO underpric-
ing puzzle on the GEM board.

Key Words: GEM Board; IPO first-day yield; IPO underpricing; venture capital ; private equity investment; listed company ;
VC’s shareholding; PE’s shareholding
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