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Abstract
This paper examines the IPO pricing processes of two different markets, each of which employs bookbuilding methods for marketing the IPO shares. For each market we
investigate two questions: Does bookbuilding serve mainly as a method for distributing shares, or also as a means for gathering information? And,to what extent do
underwriters respond in IPO pricing to any information that they obtain through bookbuilding? We find that a direct comparison of these two markets sheds light on the
bookbuilding process in each. For Nasdaq IPOs we find evidence consistent with informational rents being earned by investors for providing information during bookbuilding.
On the Neuer Markt there is no such evidence. Instead, we find evidence consistent with rents being paid for information that helps underwriters to set indicative price ranges
prior to bookbuilding. The two markets differ further in how underwriters respond to information in pricing IPOs. For the Neuer Markt, this response is severly constrained since
underwriters do not set prices above the price ranges. We estimate the total cost of this "restriction" to be approximately one billion Euros for our sample of IPOs. While there are
no such apparent restrictions for Nasdaq, we show that also on this market IPO prices are "sticky" in that underwriters respond less to information received later in the pricing
process.

Keywords: Initial public offerings, underpricing

JEL Classification: G32

Suggested Citation

Show Contact Information

29 References

1. Reena Aggarwal , Nagpurnanand R Prabhala , Manju Puri
Institutional Allocation in initial public offerings: Empirical evidence, forthcoming
Journal of Finance Posted: 2002

Crossref (https://doi.org/10.3386/w9070)

2. R P Beatty , I Welch
Issuer expenses and legal liability in initial public offerings
Journal of Law and Economics , volume 39 , p. 545 - 602 Posted: 1996

Crossref (https://doi.org/10.1086/467359)

3. Lawrence M. Benveniste (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=31751) , Alexander Ljungqvist
(https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=33683) , Alexander Ljungqvist (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=33683) , Xiaoyun Yu (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=170029) , William J. Wilhelm
(https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=15853)
Evidence of Information Spillovers in the Production of Investment Banking Services (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=282289)





Download This Paper (Delivery.cfm/SSRN_ID302917_code020322530.pdf?abstractid=302917&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID302917_code020322530.pdf?abstractid=302917&mirid=1&type=2)

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID302917_code020322530.pdf?abstractid=302917&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID302917_code020322530.pdf?abstractid=302917&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=273879
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=130850
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=452344
https://doi.org/10.3386/w9070
https://doi.org/10.1086/467359
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=31751
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=33683
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=33683
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=170029
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=15853
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=282289
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID302917_code020322530.pdf?abstractid=302917&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID302917_code020322530.pdf?abstractid=302917&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice


Pages: 43 Posted: 7 Sep 2001

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID282289_code010907670.pdf?abstractid=282289)   Add Paper to My Library

4. L M Benveniste , P A Spindt
How investment bankers determine the offer price and allocation of new issues
Journal of Financial Economics , volume 24 , p. 343 - 361 Posted: 1989

Crossref (https://doi.org/10.1016/0304-405x(89)90051-2)

Load more

0 Citations

Fetch Citations



Do you have negative results from your research you’d like to share?

14  Citations

29  References

Related eJournals

View more 

Recommended Papers

Why Has IPO Underpricing Changed Over Time? (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=331780&rec=1&srcabs=302917&pos=1)
By Tim Loughran (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16609) and Jay R. Ritter (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16594)

Why Has IPO Underpricing Changed Over Time? (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=578603&rec=1&srcabs=302917&pos=2)
By Tim Loughran (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16609) and Jay R. Ritter (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16594)

A Review of IPO Activity, Pricing and Allocations (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=296393&rec=1&srcabs=302917&pos=3)

Submit Negative Results (https://www.ssrn.com/index.cfm/en/Negative-Results/)

Paper statistics

DOWNLOADS 975

ABSTRACT VIEWS 6,679

RANK 44,074

PlumX Metrics

(https://plu.mx/ssrn/a/?
ssrn_id=302917)

Northeastern University D'Amore-McKim School of Business Research Paper Series (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1152318)

 Follow 

Capital Markets: Market Microstructure eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1504404)

 Follow 



https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID282289_code010907670.pdf?abstractid=282289
https://doi.org/10.1016/0304-405x(89)90051-2
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=331780&rec=1&srcabs=302917&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16609
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16594
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=578603&rec=1&srcabs=302917&pos=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16609
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16594
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=296393&rec=1&srcabs=302917&pos=3
https://www.ssrn.com/index.cfm/en/Negative-Results/
https://plu.mx/ssrn/a/?ssrn_id=302917
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1152318
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1504404
javascript:void(0);


SSRN Quick Links

SSRN Rankings

About SSRN

 (https://www.facebook.com/SSRNcommunity/)
 (https://www.linkedin.com/company/493409?

trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3
 (https://twitter.com/SSRN)

(http://www.elsevier.com/)

(http://www.relx.com/)

 (https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true)

By Jay R. Ritter (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16594) and Ivo Welch (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=418)

View more 

Feedback 

Submit a Paper  (https://hq.ssrn.com/submissions/CreateNewAbstract.cfm)













Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/)  Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)
Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and
similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings. 

https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=16594
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=418
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

