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The Impact of Geographical Location on IPO Underpricing of Listed
Companies: An Empirical Research Based on Regional Financial Density

CHEN Wei', GU Liling’
(1. School of Economics, Hefei University of Technology, Hefei 230601, China;
2. School of Business, East China University of Science and Technology, Shanghai 200237, China)
Abstract: Based on the perspective of regional financial density, this paper studies the impact of geographical location on the
IPO underpricing of listed companies. Theoretically, based on asymmetric information theory and asymmetric information hy-
pothesis, the paper finds that the higher the employment density of financial industry in listed companies, the lower the IPO
underpricing of listed companies. Empirically, this paper selects 820 IPO companies in A-share market in China from 2006 to
2016 as a sample, and constructs a multiple regression model. Through empirical analysis, it is found that there is a signifi-
cantly negative correlation between geographical location and IPO underpricing of listed companies, that is, the rate of IPO un-
derpricing of listed companies in high financial density areas is significantly lower than that in low financial density areas.
Key Words: geographical location; IPO underpricing; regional financial density; information asymmetry; investor sentiment ;

financing; employment density in financial industry
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