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Abstract

Purpose

The purpose of this paper is to contribute to the literature

on seasoned equity offerings (SEOs) by examining the

underpricing of European real estate corporations and

identifying determinants explaining the phenomenon of

setting the offer price at a discount at SEOs.

Design/methodology/approach

With a sample of 470 SEOs of European real estate

investment trusts (REITs) and real estate operating

companies (REOCs) from 2004 to 2018, multivariate

regression models are applied to test for theories on the

pricing of SEOs. This paper furthermore tests for differences

in underpricing for REITs and REOCs as well as specialized

and diversified property companies.

Findings

Significant underpricing of 3.06 percent is found, with REITs

(1.90 percent) being statistically less underpriced than

REOCs (5.08 percent). The findings support the market

timing theory by showing that managers trying to time the

equity market gain from lower underpricing. Furthermore,

underwritten offerings are more underpriced to reduce the

risk of the arranging bank, but top-tier underwriters are able

to reduce offer price discounts by being more successful in

attracting investors. The results cannot support the value

uncertainty hypothesis, but they are in line with placement

cost stories. In addition, specialized property companies are

subject to lower underpricing.

Practical implications

Underpricing and market timing in SEOs of

European REITs and REOCs

Felix Lorenz 

Journal of Property Investment & Finance

: 1463-578X

Article publication date: 16 December

2019 Permissions 

Issue publication date: 8 June 2020

ISSN

(International

Standard

Serial

Number.)

DOWNLOADS

 344

Access and authentication: Please visit our page. Close 

Welcome Guest user

Advanced searchEnter your search terms here 

We are using cookies to give you the best experience on our website, but you are free to manage these at any time. To

continue with our standard settings click "Accept". To find out more and manage your cookies, click "Manage cookies".

Accept  Manage cookies 

https://www.emerald.com/insight/
https://www.emerald.com/insight/sitemap/publications#journals
https://www.emerald.com/insight/publication/issn/1463-578X
https://www.emerald.com/insight/publication/issn/1463-578X/vol/38/iss/3
https://connect.liblynx.com/go/emerald?sachoose=1&target=https%3A%2F%2Fwww.emerald.com%2Finsight%2Fredirect%3Ftarget%3Dhttps%253A%252F%252Fwww.emerald.com%252Finsight%252Fcontent%252Fdoi%252F10.1108%252FJPIF-07-2019-0099%252Ffull%252Fhtml
https://www.emerald.com/insight/search?q=Felix%20Lorenz
https://www.emerald.com/insight/publication/issn/1463-578X
https://emeraldpublishinggroup.freshdesk.com/support/solutions/articles/36000213997
https://www.emerald.com/insight/advanced-search


Emerald

logo

      

© 2024 Emerald Publishing

Limited

Services

Authors

Editors

Librarians

Researchers

Reviewers

About

About Emerald

Working for Emerald

Contact us

Publication sitemap

Policies and

information

Privacy notice

Site policies

Modern Slavery Act

Chair of Trustees governance

statement

Accessibility

An optimal issuance strategy taking into account timing,

relative offer size and the choice of the underwriter can

minimize the amount of “money left on the table” and

therefore contribute to the lower cost of raising capital.

Originality/value

This is the first study to investigate SEO underpricing for

European real estate corporations, pricing differences of

REITs and REOCs in seasoned offerings and the effect of

market timing on the pricing of SEOs.

Keywords

Europe  Market timing  Underpricing  SEO  Equity offering

Offer price discount

Citation

Lorenz, F. (2020), "Underpricing and market timing in SEOs

of European REITs and REOCs", Journal of Property

Investment & Finance, Vol. 38 No. 3, pp. 163-180.

https://doi.org/10.1108/JPIF-07-2019-0099

Publisher: Emerald Publishing Limited

Copyright © 2019, Emerald Publishing Limited

 Download as .RIS

Support & Feedback   Manage cookies

https://twitter.com/EmeraldGlobal
https://www.facebook.com/EmeraldPublishingImpact/
https://www.linkedin.com/company/emerald-group-publishing-limited
https://www.youtube.com/user/EmeraldPublishing67
https://www.emeraldgrouppublishing.com/services/authors?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emeraldgrouppublishing.com/services/journal-editors?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emeraldgrouppublishing.com/services/librarians?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emeraldgrouppublishing.com/services/researchers?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emeraldgrouppublishing.com/services/reviewers?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emeraldgrouppublishing.com/about/?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://careers.emeraldpublishing.com/
https://www.emeraldgrouppublishing.com/about/contact-us?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emerald.com/insight/sitemap/publications
https://www.emerald.com/insight/site-policies
https://www.emerald.com/insight/site-policies
https://www.emeraldgrouppublishing.com/about/policies-and-information/modern-slavery-act?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emeraldgrouppublishing.com/sites/default/files/2020-08/MCB-Pension-Chair-Statement-2019.pdf?distinct_id=%24device%3A18f047f3a9015c-0dd0f3484c20e5-591a3765-4b000-18f047f3a9015c
https://www.emerald.com/insight/accessibility
https://www.emerald.com/insight/search?q=Europe
https://www.emerald.com/insight/search?q=Market+timing
https://www.emerald.com/insight/search?q=Underpricing
https://www.emerald.com/insight/search?q=SEO
https://www.emerald.com/insight/search?q=Equity+offering
https://www.emerald.com/insight/search?q=Offer+price+discount
https://www.emerald.com/insight/search?q=Felix%20Lorenz
https://www.emerald.com/insight/publication/issn/1463-578X
https://doi.org/10.1108/JPIF-07-2019-0099

