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The Relationship between Price-Earnings Ratios and Market-to-Book Ratios :

Evidence from Shanghai Security Market

GENG Jianxin, XU Gangzhang, ZHANG Hao
(School of Business, Renmin University of China, Beijing 100872, China)

Abstract; It is of great significance to understand the economic substance and calculation of rice-earnings ratios and market-
to-book ratios which are always important financial indexes for investors to evaluate the quality of stocks and the market value
of companies. Based on the data of Shanghai Security Market from the year 2005 to 2012, this article aims at the levels, in-
dustry characteristics and effectiveness of price-earnings ratios and market-to-book ratios of IPO stocks by an empirical analy-
sis. Furthermore, we examine the relationship between the price-earnings ratios and market-to-book ratios and the performance
of IPO stocks in order to better understand the roles of these ratios.

Key Words: price-earnings ratio; market-to-book ratio; IPO stocks; first-day performance; stock quality; corporate value;

capital market; price earnings ratio
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