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ABSTRACT: 

 
This paper examines the significance of a firm’s industry affiliation on the underpricing 

of its Initial Public Offering (IPO). A Probit method is conducted on U.S. IPOs from 

2001-2011 to determine how the predicted probability of experiencing an underpriced 

IPO differs across industries. The effect of a firm’s industry affiliation is a found to be a 

key influence on the underpricing of its IPO, as firms in both the technology and 

consumer services industries exhibit a higher predicted probability of undergoing an 

underpriced IPO. The effect for the technology industry seems to have existed throughout 

the 2000s, while the consumer services industry seems to have its effect concentrated in 

the years following the 2008 Financial Crisis. Moreover, IPOs in the post crisis years are 

found to be less likely to be underpriced than those in the pre-crisis years. Consequently, 

it seems that investors view both the technology and consumer services industries as 

carrying an innate risk that is independent of the macro environment of the IPO, leading 

them to require a price reduction in order to participate in the offering.  
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INTRODUCTION 

An Initial Public Offering (IPO henceforth) is one of the most intriguing and studied 

events in the world of finance. Given that an IPO is an attempt by a private firm to raise 

new capital, firms that are undergoing IPOs want to ensure that they are maximizing the 

amount of capital raised from the IPO. However, by their nature, IPOs create a large 

amount of information asymmetry between those issuing and those buying the stock 

(since the insiders of the firm know much more about the risk that comes with investing). 

Thus, firms often find that they must compensate outsiders for investing with this inferior 

information by, in essence, underpricing their IPO (setting an offer price lower than what 

the stock is intrinsically worth). This often leads to a significant increase in the stock 

price by the end of the first day of trading, as market participants seek to capitalize on the 

underpriced stock. Unfortunately, an underpriced IPO results in a loss of capital for firms, 

which has led many studies to study potential signals of a safer investment to outsiders, 

thereby reducing underpricing. 

 Many factors have been identified as ways for firms to signal less risk to outside 

investors and thus reduce the level of underpricing. Some of these include using a more 

prestigious underwriter, having different board structures, requiring executives to retain a 

larger ownership in the company after the IPO, and using a quality audit committee in 

preparation for the IPO. However, no study has looked at the impact of a firm’s industry 

on the level of underpricing it experiences in its IPO. Often times, investors may look at 

certain industries as more inherently “risky” than others, which could significantly impact 

the level of underpricing required. Given that they often have less tangible value, 

technology firms are often among this group. Thus, this paper will attempt to examine the 

impact of a firm’s industry affiliation on the level of underpricing it experiences.  



! $!

Hypothesis 1: A firm’s industry will significantly impact the level of underpricing it 

experiences on its first day of trading. Given that they often have less tangible value, 

technology firms will experience larger levels of underpricing than other similar firms, as 

investors need more “compensation” (a lower initial price) for the risk they feel comes 

with investing in a technology firm’s IPO. 

 

 The results of this analysis could be very important for firms as they prepare to 

undergo an IPO. If a technology (or other industry specific firm) does experience a larger 

level of underpricing, this could imply that it is more essential for these firms to use the 

other tools mentioned above in order to counteract this increased level of underpricing. 

 The key assumption in the explanation of underpriced IPOs is that potential 

investors must be compensated for the risk created by the information asymmetry that an 

IPO naturally creates. Thus, given that IPO underpricing is presumed to be risk related, it 

is very possible that macroeconomic events could magnify this phenomenon. 

Specifically, given the widespread poor performance of equities during the 2008 

Financial Crisis, IPO underpricing could be significantly different in the post crisis years, 

as investors become more risk averse. If this were the case, it could possibly explain 

some industry effects (if the effect were magnified in the post crisis years, and a certain 

industry has had a large number of their IPOs in those years, this could explain an added 

underpricing associated with that industry). As a result, in order to strengthen the results 

of Hypothesis 1, the impact of the 2008 Financial Crisis must be considered. 

Hypothesis 2: Since IPO underpricing is, in theory, a risk related phenomenon, it is 

likely that the 2008 Financial Crisis had a significant impact on the overall level of IPO 

underpricing. Specifically, firms undergoing IPOs in the post crisis years are more likely 

to experience an underpriced IPO than firms in the pre-crisis years. However, this effect 

does not capture the added risk associated with the technology industry. In other words, 

being in the technology industry significantly impacts the level of underpricing in a 

firm’s IPO, independent of the impact of the 2008 Financial Crisis.  
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RELEVANT LITERATURE 

 Ever since Logue (1973) first documented the common underpricing of IPOs, 

there has been a wide variety of literature published looking at this phenomenon. 

Numerous authors have attempted to explain what causes the underpricing of IPOs, and 

offer various solutions for firms looking to avoid this problem. However, one key piece 

that is missing from all of these studies is the role of a firm’s industry in its level of 

underpricing. That is, the literature has failed to answer whether certain industries signal 

more inherent risk, thus requiring investors to frequently require a discount in order to 

invest in the IPO (which leads to an increased likelihood of underpricing).  

 Kevin Rock (1986) first presented what is now one of the most popular 

explanations of underpricing in his paper entitled “Why New Issues are Underpriced.” 

Rock’s theory was based on the concept of the information asymmetry created in an IPO 

that was mentioned earlier. In his study, Rock claims that IPOs, by their nature, create a 

large amount of information asymmetry between “informed” investors and “uninformed” 

investors. Specifically, informed investors (those investors that know the true value, X, of 

the issue) will only participate in the IPOs that are issued at an initial price, P, that is 

lower than the true value of the issue. Thus, for those IPOs where P < X, the informed 

investors in the market will “ration” the uninformed investors, creating enough demand 

for the issue so that the uninformed investors cannot receive the amount of shares of the 

issue that they demand. The result is that the uninformed investors, who do not know the 

true value of an issue, will be left with the “overpriced” issues (those with P > X). This 

will cause the uninformed investors to incur losses, eventually leading them to require a 

lower initial offer price in order to compensate for the discrepancy in information. The 

underwriter must provide this discount in order to generate sufficient demand for the IPO 
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from the uninformed investors. Rock claims that this discount is the source of 

underpricing seen in IPOs. 

 Rock’s theory lays the groundwork for this study. Since Rock’s publication, 

numerous studies have tried to identify how a firm can solve this problem (some of which 

are outlined below). Most of these studies find that, if the uninformed investors have a 

better ability to value the company (more information or signals of quality), the 

underpricing decreases, since they feel that they are at less of a disadvantage compared to 

informed investors (i.e. they are less likely to incur a loss, since they can more accurately 

value the company). Our paper will attempt to show that, given the difficulty that comes 

with adequately evaluating technology companies, investors require a discount to invest 

in these IPOs, since they feel they are at an even larger disadvantage with regards to 

information.   

 As mentioned above, there have been many studies conducted to determine what 

can reduce the level of underpricing in an IPO. Carter and Manaster (1990) use a sample 

of 501 equity IPOs from 1979 to 1983 to focus on the impact the underwriter of the IPO 

has on the level of underpricing. The study’s goal is to illustrate that using a more 

reputable or well-known underwriter to prepare for the IPO can effectively signal less 

risk to an outside investor, thereby decreasing the level of underpricing. Carter and 

Manaster define the level of underpricing in an IPO as the difference between the offer 

price to investors before trading began and the closing price of the stock two weeks after 

the stock first starts trading, expressed as a percentage of the offer price. In order to 

measure the level of underwriter reputation, the study provides a ranking on a scale from 
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zero to nine, with nine being the most prestigious.
1
 After constructing their variables, 

they run a linear regression, with the standard deviation of the level of underpricing as the 

dependent variable, and the underwriter reputation variable as the main independent 

variable. After controlling for various aspects of the IPO (offering size, age of the firm, 

and insider shares), the study finds that the standard deviation of the level of underpricing 

is higher for IPOs handled by less prestigious underwriters, indicating that these IPOs 

experienced larger levels of underpricing.  

 This study creates a fair and accurate way to measure their main independent 

variable, underwriter reputation. The results of their analysis are very convincing, and 

reveal the impact of the underwriter on the level of underpricing in an IPO. However, 

although this study effectively isolates the impact of underwriter reputation on the level 

of underpricing, it does not look at the impact of a firm’s industry. In addition, given that 

this study was conducted on IPOs from 1979 to 1983, the results may be different for 

IPOs in the 2000s, especially in the aftermath of the “Dot.com” bubble in 2000 and the 

2008 Financial Crisis. That being said, since the study does find a significant relationship 

between underwriter reputation and underpricing, our analysis will account for this by 

including a control variable measuring the quality of the underwriter. 

     Filatotchev and Bishop (2002) provide another examination on the IPO 

phenomenon of underpricing. Amongst other things, one of the goals of their analysis is 

to look at how different levels of board diversity and executive share ownership affect the 

level of underpricing in an IPO. In order to look at this relationship, the authors use a 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1
 In order to construct this scale, the paper looked at the announcement for each IPO, which lists all of the 

underwriters involved in the IPO. For each underwriter listed in the first group under the lead underwriter 

(Group A), they assigned these a value of nine. The next list of underwriters below those in Group A 

received an 8 (Group B), and so on. After going through all the announcements of the sample, those 

underwriters that never appeared below Group A received a 9, while those who never appeared above any 

other underwriters received a 0.   
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sample of 251 U.K. IPOs from 1999 to 2000. They define their main dependent variable, 

underpricing, as the difference between the closing price on the first trading day, and the 

offer price to investors before trading began, expressed as a percentage of the offer price. 

It is important to note that this is the same measure of underpricing that will be used to 

form one of the dependent variables for this analysis. Given the wide array of opinions on 

how to measure board diversity, the study used five different dependent variables, all 

representing different measures. To capture executive share ownership, the study 

included a dependent variable measuring the percentage of the total amount of ordinary 

shares retained by executive and nonexecutive board members after the IPO. Using 

multiple regression analysis, the study finds that, although executive share ownership 

fails to impact underpricing, a higher number of nonexecutive directors on the board do 

help to lower the underpricing of the IPO.  

 The analysis in this study provides significant insight into how a firm’s board 

structure and retained ownership can impact their level of underpricing. In addition, the 

study does slightly address the significance of industry by adding controls for the firm’s 

in the cyclical services (firms that are more sensitive to the business cycle)
2
, financial 

services, and the information technology industry. Although this is certainly encouraging, 

we feel that only controlling for these three industries is not adequate to capture the 

relationship. While information technology includes a wide variety of technology firms, 

it does not encapsulate the entire industry. Our analysis would seek to add to the findings 

of this paper by looking at, in detail, how the impact on underpricing differs across 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
2
 The authors never specify how they determine whether a firm is part of the cyclical 

services industry, or which industries fall into this category.  
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multiple industries (technology, consumer services, financial services, etc.), not just the 

three controlled for above.  

  Bedard, Coulombe, and Courteau (2008) provide another study looking at what 

impacts the underpricing in an IPO. This study uses a sample of 246 Canadian IPOs from 

1982 to 2002 in order to examine how using an audit committee (AC) impacts the level 

of underpricing. The authors use OLS to determine this relationship (the level of 

underpricing was defined as the same formula that Filatotchev and Bishop used). Both 

AC (a dummy variable equal to 1 if the firm decided to use an audit committee), as well 

as ACqual (a dummy=1 if at least 50% of audit committee members were independent 

from the firm and at least one had financial expertise) were included as the main 

dependent variables. ACqual was, in essence, equal to 1 if the firm used what the study 

defined to be a “high quality audit committee.” By controlling for various firm and 

market characteristics, the paper attempts to isolate the impact of using an audit 

committee, as well as the impact of using a higher quality committee. The study’s main 

conclusion is that, although merely using an audit committee does not impact 

underpricing, a higher quality audit committee does signal less risk to investors, thus 

decreasing the level of underpricing. 

 While their analysis does a good job of examining the role of the audit committee, 

Bedard, Coulombe, and Courteau also do not examine the importance of a firm’s industry 

affiliation (in fact, they do not even control for the firm’s industry in their analysis). 

Thus, this paper will add to their findings in the same way as the other two previously 

mentioned studies, by examining specifically how a firm’s industry impacts its level of 

underpricing. 
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 As is evident by the summary above, much of the relevant literature either ignores 

or minimally controls for the impact of a firm’s industry on its level of underpricing. This 

study will attempt to build on this work, and reveal whether investors have different 

preferences for the IPOs of firms in different industries. 

DATA 
!

! The main source of data used for this study is taken from Bloomberg Professional. 

This data includes information on almost all U.S. IPOs from October 3, 2001 until 

September 27, 2011 (a total of 2,057 IPOs).  Unfortunately, due to market conditions 

causing some firms to undergo their IPO on a different date than originally announced, 

this sample does not cover all of the IPOs in the above time period. There were a total of 

179 cases in which the trading of the stock was delayed. In addition, there were 315 cases 

in which a financial services firm enlisted an Exchange Traded Fund (ETF) or Real 

Estate Investment Trust (REIT) publically for the first time. Although Bloomberg 

classifies these as an IPO of a financial firm, these observations were excluded from the 

analysis, since ETFs and REITs are offered by a parent company, and thus are not a 

private, independent company undergoing an IPO. Finally, there were 12 cases in which 

Bloomberg did not classify a firm’s industry. As a result, these 12 IPOs were excluded. 

With these exclusions, there were a total of 1,551 IPOs in the sample.  

 The dataset provides the following information about each of the 1,551 IPOs: the 

IPO date, the firm’s industry, IPO volume, the number of shares issued in the IPO, the 

amount of IPO (shares issued • offer price), the underwriter(s) of the IPO, and relevant 

pricing information (initial offer price, opening trading price, intraday maximum and 

minimum prices, average price for the first day, and closing price on the first day). This 

pricing information will help construct the main dependent variables for each model, 
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while the other information will serve as either the main independent variables or control 

variables in each of the models. 

 The level of underpricing of each firm will be the measured by taking the 

difference between the closing market price on the first trading day,!P1,!and the initial 

offer price, P0,!expressed as a percentage of the initial price P0-!Thus, underprice is 

simply (P1-P0) / P0-!The main dependent variable used for the analysis will be 

underprice2. Underprice2 will be a dummy variable equal to 1 if a firm experienced a 

level of underpricing greater than 20% (i.e. if underprice > 20% for the firm).  

 There will also be several additional models run using different measures of 

underpricing aside from the ones mentioned above. The first additional model will 

include underprice3 as its main dependent variable. Underprice3 is defined the same as 

underprice2, except it takes on a value of 1 only if underprice > 25%, as opposed to 

20%. There will also be a model run with using underprice4 as the main dependent 

variable. Underprice4 will take on a value of 1 if the difference between the maximum 

price on the first day, P2, and the initial offer price, P0, expressed as a percentage of the 

initial offer price, P0, is greater than 20%. Thus, underprice4 is equal to 1 if  (P2-P0) / P0 > 

20%. Finally, one model will use underprice5 as its main dependent variable. 

Underprice5 is defined the same as underprice4, except that it takes on a value of 1 only 

if (P2-P0) / P0 > 25% (as opposed to 20% for underprice4).  Table 1 in Appendix A gives 

the summary of the percentage of underpriced IPOs using each of the above measures.  

 To examine whether or not technology firms experience higher levels of 

underpricing, each model will include a dummy variable, tech, as its main independent 

variable. Tech will be equal to 1 if a firm is defined by Bloomberg Professional to be in 

the Technology industry, and 0 otherwise. There will also be models run with variables 
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for each of the other four major industries in the sample as the main independent 

variables.
3
  These include conserv (consumer services), financial (financials), indust 

(industrials), and health (health care). Each of these variables will take on a value of 1 if 

the firm undergoing the IPO is listed in the respective industry, and 0 otherwise.  

 In order to attempt to isolate the impact of each of the industry variables, models 

will include different control variables to account for firm and market differences. These 

control variables will include dummy variables for each year in the sample. The inclusion 

of these dummy variables is to ensure that any effect on underpricing is not due to 

different behavior of IPOs in particular years. In addition, since underwriters have been 

shown to have a significant impact on the underpricing of IPOs, each model will include 

the variable underwriter. Underwriter takes on a value of 1 if a firm had its IPO primarily 

underwritten by any firm that is ranked in the top five of Renaissance Capital’s IPO 

proceeds rankings for the year of the IPO. Finally, in order to control for firm size (since 

technology firms could be smaller), a variable representing the amount of shares (in 

millions) of the IPO, sharesmm, will also be included in each model.   

 Finally, there will also be models run that take into account the impact (if any) of 

the 2008 Financial Crisis on the underpricing of IPOs. Graph 2 in Appendix A shows a 

significant decrease in the amount of IPOs in 2008 (the height of the crisis), suggesting 

that the crisis had an effect on the IPO market. In order to capture the overall effect of the 

crisis, a binary variable, postcrisis, will be included in additional models. Postcrisis will 

take on a value of 1 if the IPO took place in 2009, 2010, or 2011 (the post crisis years), 

and 0 otherwise. In addition, to see the effect of the crisis on each individual industry, 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3
 Graph 1 and Table 2 in Appendix A give an industry breakdown of the sample. 

Together, the technology, consumer services, financial, industrial, and health care 

industries comprise roughly 79% of the sample.  
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there will be interaction terms with each industry included (postcrisis*tech, 

postcrisis*conserv, postcrisis*financial, postcrisis*indust, and postcrisis*health). Each of 

these variables will take on a value of 1 if the IPO took place in the respective industry 

and was in 2009, 2010, or 2011.  

METHODOLOGY 

Part 1: Industry Effects 

In order to isolate the effect of a firm being in the technology industry on the level of 

underpricing in its IPO, the following model will be estimated using a Probit method: 

!

Underprice2= ! + "1 tech + "2!sharesmm + "3 underwriter + #!!

!

In this case, "1!is the coefficient of interest. The sign and significance of this coefficient 

will show whether or not technology firms are more likely to experience an underpriced 

IPO than other similar, non-technology firms
4
. Specifically, if this coefficient were 

positive and significant, it would support the original hypothesis that technology firms 

carry an inherent risk that causes a higher likelihood of experiencing an underpriced IPO. 

 To ensure that no other industry effects are being missed, the above model will be 

run four more times, each time replacing tech with one of the other four big industries. 

After tech, conserv, financial, indust, and health are run individually in the model, they 

will all be included together, using the below model: 

Underprice2= ! + "1 tech + "2 conserv + "3 financial + "4 indust + "5!health +"6 sharesmm 

+ "7 underwriter + # 

!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
4
 In this case, technology firms are being compared to all other industries in the sample. 

Thus, this coefficient would reveal whether a technology firm is more likely to 

experience an underpriced IPO than a firm in any other industry in the sample, 

controlling for the underwriter used by each as well as the size of their IPOs.  
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!!./0!120334140567!23!45608076!45!6/47!1970!:2;<=!>0!"1, "2, "3, "4, and "5. Each of these 

coefficients, along with each "1 from the original models, would reveal the effect of being in 

each of the five most common industries on the level of underpricing experienced in a firm’s 

IPO
5
. Thus, this analysis would both reveal the strength of Hypothesis 1, which stated that 

being in the technology industry significantly increases the probability of experiencing an 

underpriced IPO, as well as reveal the impact of being in other industries that dominated the 

IPO market in the 2000s. After each of the above baseline models are estimated, the same 

analysis will be conducted again after adding in year dummies for each year in the sample. 

Part 2: The Impact of the Financial Crisis 

As mentioned before, given the widespread impact of the 2008 Financial Crisis, the effects 

seen in each industry could be influenced by different behaviors of IPOs both pre and post 

crisis. For example, if IPOs have been experiencing more underpricing in the post crisis 

years, and a particular industry has had the majority of their IPOs in those years, the first 

model could be misleading
6
. As a result, in order to both identify the impact of the crisis the 

IPO market as a whole as well as its impact for each individual industry, the following 

model will be run: 

Underprice2= ! + "1 tech + "2 postcrisis + "3!"#$%&'($($)%*&+!?!"4!shares + "5 underwriter + #!!

!

In this model, "1, "2, and "3 are all coefficients of interest. If "1 were to be significant in the 

first model yet lose its significance in this model, it would suggest that the impact of being 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
5
 In this case, the five most common industries in the sample are being compared to other 

remaining industries. Thus, the coefficient on tech in this model would reveal whether a 

technology firm is more likely to experience an underpriced IPO than a firm in the basic 

materials, consumer goods, oil & gas, telecommunications, or utilities industry (again 

controlling for the underwriter and the size of the IPO).  
6
 Graph 3 and Table 3 in Appendix A provide a preliminary look at the effect of the 2008 

Financial Crisis on IPO underpricing. These figures show that, post crisis, IPOs are 

actually slightly less likely to be underpriced.  
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in the technology industry could be explained by the impact of the 2008 Financial Crisis. In 

addition, "2 would also give an indication as to the overall effect of the crisis on the IPO 

market. Specifically, if this coefficient came out positive and significant, it would suggest 

that IPO underpricing has become more likely post crisis. Finally, "3 would reveal how 

technology firms have been responding to the crisis. Thus, it would reveal whether the effect 

of being in the technology industry has been altered in the aftermath of the financial crisis. 

All of these coefficients would reveal the strength of Hypothesis 2. 

 Much like before, the above model will be run four additional times, replacing "1 and 

"3 with the respective industry and interaction variables mentioned before. After this, the 

industries will all be analyzed together using the following model: 

Underprice2= ! + "1 tech + "2!"#$%&'($($)%*&+!?!"3!conserv + "4 postcrisis*conserv + "5 

financial + "6 postcrisis*financial + "7!(,-.$%!?!"8!postcrisis*indust + "9 health ?!"10 

postcrisis*health + "11 postcrisis + "12 sharesmm + "13 underwriter + #!!

!

In this case, "1 through "10 would supplement the results above, revealing both the overall 

impact of being in each industry (while controlling for the effect of the crisis) as well as how 

this impact is modified in the post crisis years. "11 would again reveal the overall effect of 

the 2008 Financial Crisis on underpricing in the IPO market. 

"#$%&'$ 

Table I shows the results of testing Hypothesis 1 (IPO underpricing differs significantly 

by industry). The first model is included as a benchmark, and includes the industry being 

tested, sharesmm, and underwriter. Each industry is first analyzed individually in 

Columns I-V and is then included in one regression amongst the other four (Column VI).  

The results show that being in the technology industry appears to have a significant 

impact on the level of underpricing in an IPO. Specifically, Column I indicates that, 
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controlling for the amount of shares and underwriter of the IPO, a technology firm is 

roughly 9.7% more likely (tech=0.097) to have its IPO underpriced by at least 20%. The 

effect increases to roughly 18% while maintaining its significance when controls for the 

other main industries in the data are included in Column VI (tech=0.181).  

 The increase in magnitude of the coefficient from Columns I to VI is most likely 

due to the fact that, as mentioned earlier, the effect of being in the technology industry is 

being measured against a different group in the second model. In Column I, the 

technology industry is being compared to all other industries in the sample. However, in 

Column VI, the effect is only being measured against the effect of being in the basic 

materials, consumer goods, oil & gas, telecommunications, or utilities industry.  

 Looking at Column II, the statistical significance of the coefficient on conserv 

suggests that the consumer services industry experiences a similar phenomenon as the 

technology industry. Column II shows that a consumer services firm is almost 9.7% more 

likely to experience an IPO underpriced by at least 20% (conserv=0.097). Much like the 

technology industry, this effect remains significant and is enlarged when other industry 

controls are included, increasing to 18.5% in Column VI (conserv=0.185). The other 

three industries analyzed in Table I fail to maintain statistical significance in both the 

isolated and expanded models. Given the lack of statistical significance, it appears that 

being in the financial, industrial, or health care industry does not have a consistent 

statistically significant impact on the level of underpricing in an IPO.  

 Table II performs the same analysis as Table I with time fixed effects included for 

robustness. These are simply dummy variables for each year in the sample, with 2001 as 

the base year. As shown Column I, the coefficient on tech remains significant and is 

0.096, which is very close to the 0.097 found in Table I. In addition, the coefficient on 
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tech is also significant in Column VI. The increase to 0.177 is similar to the increase seen 

in Columns II to VI of Table I.  

 In Column II of Table II, the coefficient on conserv remains significant and 

increases slightly to 0.106, indicating that (controlling for yearly effects), a consumer 

services firm is roughly 10.6% more likely to experience an underpriced IPO. In the 

expanded model run in Column VI, the coefficient remains significant and increases to 

0.192, which is slightly larger than the coefficient found in Table I. Thus, the coefficients 

on tech and conserv remain significant and close in magnitude even after the inclusion of 

yearly dummy variables. This suggests that the variation in underpricing is not 

adequately explained by secular temporal events (except perhaps the 2008 Financial 

Crisis).  

ROBUSTNESS 

Table III shows the first set of robustness tests, which uses underprice3 as the main 

dependent variable. As mentioned before, underprice3 is defined using the same formula 

as underprice2, except its “cutoff” value is 25%, not 20%. As shown in Column I, the 

coefficient on tech remains significant and increases slightly to 0.102. In Column VI we 

see that, similar to Tables I and II, the coefficient remains significant and increases to 

0.175. Looking at the results for conserv, we see in Column II that the coefficient on 

conserv remains significant but decreases slightly to 0.076. In the expanded model, 

conserv remains significant and increases to 0.156, which is slightly lower than before. In 

Table IV, the same analysis is run with year dummies included for all regressions again. 

Looking at Columns I, II and VI, we see that adding in year dummies does not seem to 

significantly impact the results found in Table III. 
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 Table V shows the results of running regressions for each industry on 

underprice4, which is defined slightly differently than the previous underpricing 

variables. Underprice4 takes on a value of 1 if the difference between the maximum price 

on the IPO date and the IPO price, taken as a percentage of the IPO price, is greater than 

20% (i.e. if (Maximum-IPO Price)/IPO Price > 20%).  As one can see, this new definition 

does not significantly alter the results for tech and conserv. In fact, in Column I, the 

coefficient on tech remains significant and increases to 0.171, while the coefficient on 

conserv increases moderately to 0.109 (while retaining its significance). These variables 

also experience a comparable increase when included in the expanded model. The 

coefficient on tech remains significant and increases to 0.244, while the coefficient on 

conserv increases to 0.197 and stays significant. In Table V(a), the same analysis is done 

with the inclusion of year dummies. Looking at Columns I, II and VI, we can see that, 

once again, the inclusion of year dummies does not significantly alter the results.  

 The results of another robustness check are shown in Table VI, which runs the 

model for underprice5. Underprice5 equals 1 if the new definition of underpricing, 

(Maximum price-IPO price)/IPO price, is greater than 25% (as opposed to 20% for 

underprice4). Looking at Columns I and II, the coefficients for tech and conserv remain 

significant and are very close to those found in Table V. Moreover, both coefficients 

increase and remain significant in the expanded model, which is very similar to what we 

have seen. Table VI(a) shows the results when year dummies are included. Once again, 

the results appear to be relatively unaffected by the inclusion of year dummies.  

 Finally, in order to avoid the possibility of overall industry behavior at the time of 

the IPO biasing the results, an additional robustness check will be included using controls 

for the overall behavior of existing industry stocks. In order to measure overall industry 
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behavior, both techindustry and conservindustry will be included. Both of these variables 

represent the daily percentage change in value of a specific ETF that tracks the 

technology and consumer services industry, respectively.
7
  By including these controls, 

this robustness check will address and hopefully eliminate the possibility that overall 

industry stock behavior (and not an added risk associated with the investment in the 

firm’s IPO) is causing the observed increase in underpricing. 

 Table VII shows the results of this analysis. As seen in Columns I and II, 

controlling for the overall performance of existing technology and consumer services 

stocks does not impact the significance of tech or conserv. Both coefficients remain 

significant and similar in magnitude to what was found in Table I. In addition, both 

coefficients remain significant and experience a similar increase when the other industry 

controls are included in Column III. In addition, Table VII (a) shows that the results of 

Table VII seem to be unaffected by the inclusion of year dummies. Thus, the results in 

Table VII support the earlier findings, and indicate that the increased likelihood of 

underpricing for the technology and consumer services industry observed in the sample is 

not due to the overall behavior of industry stocks at the time of the IPO.  

 The above analysis suggests that there seems to be an innate feature of the 

technology and consumer services industries that causes these firms to become more 

likely to experience underpriced IPOs. Technology firms appear to be roughly 10% more 

likely to have a significantly underpriced IPO (coefficient on tech in Table I, Column 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
7
 The ETF tracked by techindustry is the Technology Select Sector SPDR Fund (XLK). 

This ETF tracks to the Technology Select Sector of the S&P 500. The ETF tracked by 

conservindustry is the Dow Jones U.S. Consumer Services Sector Index Fund (IYC). 

This ETF tracks U.S. consumer services stocks, as represented by the Dow Jones U.S. 

Consumer Services Index. The pricing information for both ETFs was downloaded from 

Yahoo! Finance.  
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I=0.097) than any other industry in the sample, while consumer services experience a 

similar effect (coefficient on conserv in Table 1, Column II=0.097). These results remain 

significant and similar in magnitude with different “cutoff” values for the dependent 

variable, as well as a different definition for underpricing. This consistency indicates that 

the technology and consumer services industry carry a certain “risk premium” which 

causes their IPOs to experience higher levels of underpricing. Whether it is a lack of 

tangible assets, more unpredictable future revenues, more past firm bankruptcies, or a 

different explanation, investors seem to associate a certain innate feature of firms in these 

industries with a higher level of risk. This added risk unfortunately causes firms in this 

industry to be more likely to experience an underpriced IPO. As mentioned before, 

although industries aside from technology and consumer services exhibit some 

statistically significant results, no industry maintains a robust significance across the 

different models.  

 

A CLOSER LOOK AT TIME FIXED EFFECTS: PRE AND POST 

FINANCIAL CRISIS 
 

The first part of the analysis was solely devoted to identifying larger levels of IPO 

underpricing by industry. Hypothesis 1 stated that, since some industries could be viewed 

as more inherently risky by investors, investors would require more of a “risk premium” 

for investing in their IPO, leading to higher levels of underpricing for firms in these 

industries. However, another aspect of IPO underpricing worth investigating is the effect 

of the 2008 Financial Crisis. Given the almost universal large decline in equities that 

occurred during this crisis, investors may be more risk averse in the post crisis years. If 

this were the case, one would expect IPO underpricing to increase in the post crisis years, 
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especially for those industries (technology and consumer services) that seem to already 

be viewed as “riskier”. 

 Table VIII shows a new set of regressions run on the original dependent variable, 

underprice2. In Column I, tech is included in a regression with postcrisis, a dummy 

variable indicating if the IPO took place in 2009, 2010, or 2011, and other control 

variables. In Column II, the same regression was run with an interaction variable added 

in, tech*postcrisis. Although significant in both columns, the coefficient on tech 

decreases slightly from Column I to Column II (0.101 to 0.073). Also, the coefficient on 

postcrisis*tech is 0.121 and significant, while the coefficient on postcrisis is -0.075. 

(Column II). This suggests that a technology firm undergoing an IPO in the post crisis 

years is roughly 4.6% more likely to experience an underpriced IPO. In other words, it 

appears that the effect of being in the technology industry is slightly magnified in the post 

crisis years. That being said, the overall effect of being in the technology industry 

remains significant and close to the results found in other models, suggesting that the 

technology industry carried a “risk premium” before the Financial Crisis (strengthening 

Hypothesis 2).  

 Columns III and IV contain the results for an identical pre and post crisis analysis 

run for the consumer services industry. In Column III, the coefficient on conserv is 

significant and close to what was found in the earlier analysis. However, in Column IV, 

with postcrisis*conserv included, the coefficient on conserv loses its significance. The 

coefficient on postcrisis*conserv is significant and a relatively large 0.203, while the 

coefficient on postcrisis is -0.086. This indicates that a consumer services firm in the post 

crisis years is roughly 11.7% more likely to experience an underpriced IPO. These results 

suggest that perhaps the overall effect of being in the consumer services industry 
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observed earlier could be concentrated in the post crisis years. In other words, consumer 

services firms could be experiencing much higher levels of underpricing in the post crisis 

years, which would explain the smaller overall effect observed without controlling for the 

impact of the crisis. Finally, in Column XI, which runs all industries and interaction 

terms together, the coefficients on tech, postcrisis*tech, conserv, and postcrisis*conserv 

remain significant and close to what was found in Columns I, II, III, and IV respectfully.  

 The coefficients on postcrisis in this analysis are worth further discussion. First, it 

is important to note that the observed effect of the crisis on the consumer services 

industry does not appear to be due to an overall increase in IPO underpricing post crisis. 

In Columns I-IV of Table VIII, the coefficient on postcrisis is negative and significant. 

Thus, it appears that, in general, IPOs were less underpriced in the post crisis years. As a 

result, the results of the consumer services (and in the first part of the analysis for tech) 

seem to be specific to the industry, and not purely because all IPOs are more underpriced 

in the post crisis years. 

 On a different note, the results for postcrisis in Table VIII both weaken the first 

part of Hypothesis 2 as well as create some ambivalence towards the interpretations of 

the results in this study. As mentioned before, given the widespread financial turmoil 

created by the 2008 Financial Crisis, investors would, theoretically, be more risk averse 

in the aftermath of the crisis. Thus, if IPO underpricing were a purely risk-related 

phenomenon, the coefficients on postcrisis should be positive, as cautious investors’ 

reluctance to invest in a “risky” firm in the post crisis years causes more underpriced 

IPOs. Thus, the observed negative coefficients seem to contradict the idea that 

underpricing is purely risk-related. However, despite this contradiction, our study still 
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feels that IPO underpricing is explained through risk, and that the results for postcrisis do 

not completely dismiss this idea.  

CRISIS ROBUSTNESS CHECKS 

Similar to the first part of the analysis, several robustness checks were run to reinforce 

the results found above. In Table IX, the impact of the crisis was examined again using 

underprice3 as the main dependent variable (underprice3 uses 20% as its “cutoff” value). 

Much like before, the coefficient on tech remains significant and decreases slightly when 

postcrisis*tech is included. However, postcrisis*tech loses its significance using the new 

cutoff value. This weakens the conclusion that the technology industry may be enduring 

larger levels of underpricing in the post crisis years, and thus reinforces the second part of 

Hypothesis 2. 

 The analysis run in Table IX on the consumer services industry looks very similar 

to Table VIII. In Column III, the coefficient on conserv is 0.083 and significant. When 

postcrisis*conserv is included in Column IV, the coefficient on conserv decreases and 

loses its significance. In addition, the coefficient on postcrisis*conserv is 0.201 and 

significant, which is very close to what was found before. This lends more evidence to 

the idea that the effect of undergoing an IPO in the consumer services industry is 

concentrated in the post crisis years (note that the coefficient on postcrisis remains 

negative and significant in Columns III and IV as well).   

 Table X shows a set of regressions run on underprice4, which is the slightly 

different definition of underpricing. Using this measure, the coefficient on tech increases 

to 0.173 and is significant (Column I). In Column II, when postcrisis*tech is included, 

the coefficient on tech decreases slightly yet remains significant, while postcrisis*tech 

itself fails to be significant (much like when underprice3 was used). Looking at Columns 
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III and IV, we see very similar results for conserv to what we found in the original 

analysis. When run without the interaction term, the coefficient on conserv is 0.113 and 

significant. However, when postcrisis*conserv is included in Column IV, the significance 

of conserv goes away. In addition, postcrisis*conserv has a coefficient of 0.249 that is 

significant. This is in line with the conclusion before that the increased underpricing in 

the consumer services industry is magnified in the post crisis years (note that the 

coefficient on postcrisis also remains significant and close to what was found before).  

 In Table XI, underprice5 is used (same calculation as underprice4 with a cutoff 

value of 25%). Looking at the first four columns, all of the coefficients of interest remain 

significant and close to what was found earlier.  

 In order to ensure that effects of the crisis are not being missed, another set of 

regressions were run, replacing postcrisis with postcrisis2. Postcrisis2 takes on a value of 

1 if the IPO took place in 2008, 2009, 2010, or 2011, and 0 otherwise (note that postcrisis 

only took on a value of 1 if the IPO took place in 2009, 2010, or 2011). Table XII shows 

the results using this new definition (note the dependent variable used here is 

underprice2). As seen in Column I, the coefficient on tech remains significant and close 

to what was found in Column I of Table VIII. In Column II, the coefficient on tech 

remains significant, even with the inclusion of postcrisis2*tech. However, unlike in Table 

VIII, the coefficient on postcrisis2*tech is not significant in Column II. This suggests that 

including 2008 as a post crisis year further weakens the conclusion that technology firms 

are more likely to experience an underpriced IPO post crisis. 

 In Column III we see that the coefficient on conserv is 0.104 and significant, 

which is very similar to the results using postcrisis (Column III of Table VIII). In 

Column IV of Table XII we see that, unlike in Table VIII, the coefficient on conserv 
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remains significant, even with the inclusion of the interaction term (postcrisis2*conserv). 

In addition, the coefficient on postcrisis2*conserv, although significant, decreases to 

0.125. However, in Column XI, only tech and conserv remain significant (while the 

interaction variables lose their significance), and experience a similar increase as they did 

in Table VIII. The results in Table XII indicate that including 2008 in the post crisis years 

weakens the idea that the technology and consumer services industry are more likely to 

experience an underpriced IPO in the post crisis years.  

 Finally, in order to further examine whether underpricing for consumer services 

firms is concentrated in the post crisis years, the original underpricing model was run for 

two sub-samples of the data. These two sub-samples are all IPOs from October 3
rd

, 2001 

through December 31
st
, 2008, and all IPOs from January 1

st
, 2008 to September 27

th
, 

2011 (the end of the sample). Comparing the coefficients on these two models would 

help to reveal the overall impact of the 2008 Financial Crisis. Specifically, if the 

coefficient on conserv were much larger for the second sub-sample than it was for the 

first, it would strengthen the earlier conclusion that consumer services firms are 

experiencing a much higher likelihood of underpricing post crisis than they were pre 

crisis. 

 Table XIII (a) shows the results for the first sub-sample (IPOs from October 3
rd

, 

2001 until December 31
st
, 2008). In Column I, we see that the coefficient on tech remains 

significant and decreases slightly to 0.070, indicating that the technology firms were 

more likely to experienced underpriced IPOs before the impact of the 2008 Financial 

Crisis took effect. In Column II, we see that, when only looking at IPOs before the crisis, 

the coefficient on conserv fails to remain significant. It is worth noting, however, that 
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conserv is significant in Column VI, yet smaller in magnitude than when this regression 

was run on the entire sample (Table I, Column VI).  

 Table XIII (b) shows the results for regressions run on all IPOs from January 1
st
, 

2008 to September 27
th

, 2011. We see in Column I that, when looking at only post-crisis 

IPOs, the coefficient on tech remains significant and increases to 0.181. This suggests 

that, although technology firms were experiencing an added likelihood of underpricing 

before the crisis, this phenomenon may be magnified in the post crisis years. In Column 

II, the coefficient on conserv is significant and increases to 0.232. This, along with the 

insignificant coefficient in Column II of Table XIII (a), strengthens the conclusion that 

the overall effect of being in the consumer services industry is heavily concentrated in the 

post crisis years. Moreover, in Column VI, the coefficient on conserv remains significant 

and increases to 0.341, which is more than double what was found in the pre-crisis 

sample. 

 The above robustness check seems to suggest that, although the overall effect of 

the 2008 Financial Crisis observed earlier was negative, this may not apply to the 

consumer services industry. Specifically, these results, along with the ones seen earlier in 

Tables VIII to XI, suggest that consumer services firms may be experiencing higher 

levels of underpricing post crisis, which could explain a smaller overall effect seen when 

the impact of the crisis is not controlled for. On the other hand, although the coefficient 

on tech increases in the post crisis sub-sample, the fact that it remains significant and 

fairly large in the pre crisis sub-sample suggest that the overall effect of being in the 

technology industry existed even before the 2008 Financial Crisis, and is only magnified 

slightly in the post crisis years.  
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 The analysis above highlights some important trends in the underpricing of IPOs. 

It appears that both the technology and consumer services industries carry with them an 

added risk of investment into the IPO. As a result, firms in this industry appear to be 

more likely to experience an underpriced IPO than firms in other industries. Moreover, 

the impact of the 2008 Financial Crisis is somewhat vague for technology firms. 

However, the consumer services industry seems to be much more likely to have an 

underpriced IPO in the aftermath of the financial crisis.  

DISCUSSION 

 The above results suggest that there seems to be some inherent feature of the 

technology and consumer services industries that increases the likelihood of experiencing 

an underpriced IPO. After controlling for the size and underwriter of the IPO, as well as 

the effects of the 2008 Financial Crisis, and using different measures of underpricing, 

these industries continue to carry with them an added likelihood of underpricing. 

Moreover, the effect seems to be magnified in the post crisis years for the consumer 

services industry, despite the fact that the overall effect in the post crisis years is in the 

opposite direction.  

 The findings of this analysis have important implications for firms in the 

technology and consumer services industries as they prepare to undergo IPOs. Given this 

added likelihood of underpricing that seems to accompany these two industries, it might 

be more crucial for these firms to utilize some of the other mechanisms that have been 

shown to decrease underpricing (higher quality underwriters, high quality audit 

committees, etc.) in order to counteract the industry effect. It is important for technology 

and consumer services industries to understand the added risk that seems to be associated 

with their industry. Knowing this, firms in these industries that are preparing for IPOs can 
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take the necessary steps to avoid underpricing and thus maximize the return from the 

IPO.  

 Our study contributes to the existing literature on IPO underpricing by isolating 

the impact of specific industry affiliation, which, to our knowledge, has never been done. 

The results suggest that both the technology and consumer services industries carry an 

added “risk premium,” making firms in these industries more likely to experience 

underpriced IPOs. In addition, our study provides the first analysis we encountered 

isolating the impact the 2008 Financial Crisis had on the IPO market. These results are 

important as the provide an indication of what the future holds for each industry as the 

IPO market moves forward in the post crisis years.  

LIMITATIONS 

There are some important limitations to the findings above, most of which deal with 

missing data. The first is that the dataset fails to include any pricing information past the 

first day of trading. Some studies (including the Carter and Manaster study referenced) 

use pricing data from one or two weeks later to capture the level of underpricing. This 

stems from the logic that perhaps the stock cannot be adequately valued in one day of 

trading, as often times an IPO date it surrounded by much irrational excitement. Although 

this is certainly plausible, the majority of studies looking at underpricing have defined the 

level of underpricing with the formula used in the analysis of this paper. Since the 

definition used in this study seems to be the dominant one used by other authors, the 

exclusion of pricing data past the IPO date is most likely not biasing the results.  

 Another important limitation is that there is no firm level data included. 

Specifically, firm characteristics such as board structure, audit committees, and age are 

not captured in this analysis. Thus, it could be the case that technology and consumer 
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services firms are suffering this increased likelihood of underpricing due to one of these 

factors, and not an industry related “risk premium.” Without the firm level controls, the 

analysis is not able to dismiss this possibility. However, the strong significance of the 

technology and consumer services coefficients throughout all regressions run suggests 

that there is at least some industry effect that exists. Future research might attempt to 

control for these characteristics, in order to truly isolate the impact of a firm’s industry 

affiliation.  
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8
 *, **, and *** indicate significance at the 10%, 5%, and 1% levels respectively.  

  I II III IV V VI 

Tech  0.0972801***8         0.180764*** 

Conserv   0.0967921***       0.1854096*** 

Financial    -0.057297**     0.0405 

Industrials      -.0089583    0.0828894* 

Health Care        0.0385653 0.1293494*** 

Sharesmm -.0005097 -0.0005926 -.0004731 -.0006035 -.000538  -.0003075  

Underwriter 0.0015402 0.0039804 0.0034181 0.0015655 0.0009952 0.0034635 

  I II III IV V VI 

Tech  0.0959455***         0.1774959*** 

Conserv   0.1063113***       0.1916778*** 

Financial     -.0602913**     0.0344807 

Industrials       -.0064541    0.0806544* 

Health Care         0.0309754 0.1189496 

Sharesmm -.0004546  -.0005266  -.0004001  -.0005467  -.0004928  -.0002406  

Underwriter -.0074301  -.0062163  -0.0066862 -.0077974  -.0080762  -.0058961 

  I II III IV V VI 

Tech  0.1018154***         0.1748709*** 

Conserv   0.0755584**       0.1560046*** 

Financial    -0.0393183*     0.0438758 

Industrials      -0.0410073   0.0364805 

Health Care        0.0302926 0.1110085*** 

Sharesmm -0.000613 -0.0006982 -0.0006148 -0.0007156 -0.0006641 -0.0004537 

Underwriter -0.0156756 -0.0143779 -0.0146704 -0.0163428 -0.0162011 -0.0157552 
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  I II III IV V VI 

Tech  0.1005563***         0.1743713*** 

Conserv   0.0870171***       0.1671866*** 

Financial     -0.0414571*     0.0405008 

Industrials       -0.039938   0.0350222 

Health Care         0.0237167 0.1037802*** 

Sharesmm -0.0005884 -0.0006609 -0.0005738 -0.000691 -0.0006462 -0.0004165 

Underwriter -0.020749 -0.0210832 -0.0210344 -0.021769 -0.0219029 -0.0207968 

  I II III IV V VI 

Tech  0.1708125***         0.2440057*** 

Conserv   0.1091566***       0.1967823*** 

Financial    -0.1139442***     -0.0009989 

Industrials      0.0105092   0.1059323** 

Health Care        0.0359096 0.1302497*** 

Sharesmm -.0009849* -0.0011486** -0.0008725 -0.0011625** -.0010958* -0.0006731 

Underwriter 0.0095253 0.0123329 0.0132764 0.0098554 0.0090153 0.0134293 

  I II III IV V VI 

Tech  0.1690618***         0.241919*** 

Conserv   0.115708***       0.2021225*** 

Financial     -0.1156208***     -0.0038516 

Industrials       0.0141   0.106112 

Health Care         0.0305113 0.1241476*** 

Sharesmm -0.0009607* -.0011072* -0.0008271 -.0011292* -.0010737*  -.0005147 

Underwriter 0.007185 0.0088523 0.0094761 0.0069362 0.0067506  -.0000211 
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  I II III 

Tech  0.0987017***   0.1820365*** 

TechIndustry 0.0100309  0.018449* 

Conserv   0.097235*** 0.1842444*** 

ConservIndustry   0.0042715 -0.0137275 

Financial     0.0421625 

Industrials     0.0840971* 

Health Care     0.1268416*** 

Sharesmm -0.0004936 -0.0005898 -0.0002936 

Underwriter 0.0014128 0.0040203 0.0031978 

+

+

+

+

+

+

+

+

+

+

!

  I II III IV V VI 

Tech  0.1550305***         0.2526673*** 

Conserv   0.1125597***       0.2220031*** 

Financial    -0.0868295***     0.0342859 

Industrials      -0.0232764   0.0892299** 

Health Care        0.0474611 0.159987*** 

Sharesmm -0.0007813 -0.000937* -0.000728 -0.000946* -0.000863 -0.0004984 

Underwriter -0.0003921 0.0027685 0.0022574 -0.0001534 -0.00063 0.0015653 

  I II III IV V VI 

Tech  0.1537258***         0.2505286*** 

Conserv   0.1181166***       0.2258186*** 

Financial     -0.0888955***     0.0297775 

Industrials       -0.0217725   0.0864243* 

Health Care         0.0434981 0.1540387*** 

Sharesmm -0.0008229 -0.0009644* -0.0007469 -0.0009866* -0.0009074* -0.0005147 

Underwriter -0.0015635 0.000339 -0.0002659 -0.001476 -0.0016972 -0.0000211 
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!
  I II III 

Tech  0.0971894***   0.1787704*** 

TechIndustry 0.0082276  0.0147722 

Conserv   0.1066202*** 0.1908953*** 

ConservIndustry   0.0034612 -0.0106535 

Financial     0.0359484 

Industrials     0.0821068* 

Health Care     0.1174899*** 

Sharesmm -0.0004461 -0.0005272 -0.0002296 

Underwriter -0.0077021 -0.0062323 -0.0061669 

!
 

 

 

 

 

 

 

 

 

!

!

!

!

!

!

!

!

!

!

!

!

!

!

!
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!
  I II III IV V 

Tech 0.1007029*** 0.0725067**       

Postcrisis*tech   0.1208167*       

Conserv     0.104077*** 0.0501136   

Postcrisis*conserv       0.20264**   

Financial         -0.0594228** 

Postcrisis*financial           

Industrials           

Postcrisis*indust           

Health Care           

Postcrisis*health           

Post Crisis -.0543685**  -0.0745646*** -0.0571664** -0.0855949*** -0.0528729** 

Sharesmm -0.0004859 -0.0004814 -0.0005716 -0.0005904 -0.0004433 

Underwriter -0.0064848 -0.0064057 -0.0043283 -0.0041314 -0.0043144 

!

!

'./01!Y,,,!D6:78>7C1<F!

!
  VI VII VIII IX X XI 

Tech           0.144406*** 

Postcrisis*tech           0.1800062* 

Conserv           0.1275707*** 

Postcrisis*conserv           0.2460077** 

Financial -0.0350673         0.0468157 

Postcrisis*financial -0.134771**         -0.0603705 

Industrials   -0.008888 -0.0152798     0.0631664 

Postcrisis*indust     0.0338084     0.114338 

Health Care       0.0345036 0.0659184** 0.1386853*** 

Postcrisis*health         -0.1744117** -0.1250275 

Post Crisis -0.0238878 -0.050099* -0.053525** -0.0481169* -0.026124 -0.1122519* 

Sharesmm -0.0005343 -0.000586 -0.0005925 -0.0005263 -0.00049 -0.000327 

Underwriter -0.0040487 -0.0057895 -0.0061302 -0.0059796 -0.0069615 -0.0065882 

!

!

!

!

!

!

!

!

!

!

!
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!
  I II III IV V 

Tech 0.1051219*** 0.0830795***       

Postcrisis*tech   0.0911632       

Conserv     0.0828664*** 0.0300177   

Postcrisis*conserv       0.2077659***   

Financial         -0.0412351* 

Postcrisis*financial           

Industrials           

Postcrisis*indust           

Health Care           

Postcrisis*health           

Post Crisis -0.050896** -0.0664309** -0.0525817** -0.0802705*** -0.0485509** 

Sharesmm -0.0006019 -0.0006048 -0.0006874 -0.0007019 -0.0005974 

Underwriter -0.0229142 -0.0226444 -0.0218296 -0.0216785 -0.0215767 

!

!

!

'./01!,-!D6:78>7C1<F!

!
 VI VII VIII IX X XI 

Tech           0.1402533*** 

Postcrisis*tech           0.1869347* 

Conserv           0.0947294** 

Postcrisis*conserv           0.2874318** 

Financial -0.0205674         0.0450467 

Postcrisis*financial -0.112639**         -0.0246147 

Industrials   -0.0407855 -0.0494864     0.0133538 

Postcrisis*indust    0.0542569     0.1692484 

Health Care       0.0261691 0.0543106* 0.1149125*** 

Postcrisis*health         -0.155388** -0.1093655 

Post Crisis -0.0242756 -0.046619** -0.051365** -0.045148* -0.025263 -0.1189569** 

Sharesmm -0.0006693 -0.0007092 -0.0007165 -0.0006629 -0.0006225 -0.0004721 

Underwriter -0.0216043 -0.0229841 -0.0235352 -0.0225448 -0.0232231 -0.0246798 

!

!

!

!

!

!

!

!

!

!

!

!
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!
  VI VII VIII IX X XI 

Tech           0.2003445*** 

Postcrisis*tech           0.2128447** 

Conserv           0.1185301** 

Postcrisis*conserv           0.318827*** 

Financial -0.0893659***         0.0018677 

Postcrisis*financial -.144059**         -0.0311655 

Industrials   0.0105017 0.0101379     0.0855939* 

Postcrisis*indust     0.0017276     0.1156373 

Health Care       0.033914 .0652326* 0.134574*** 

Postcrisis*health        -.176138** -0.0802415 

Post Crisis -0.0020444 -0.0278443 -0.0280389 -0.0259333 -0.0040559 -0.1254814* 

Sharesmm -.0009556* 
-

0.001156** 

-

.0011563** 
-.0010928* -.0010516* -0.0007084 

Underwriter 0.0088225 0.0056956 0.0056781 0.0051831 0.0041988 0.0060957 

!

!

!

!

!

!

!

!

!

!

!

!

!

  I II III IV V 

Tech 0.1727032*** 0.1428491***       

Postcrisis*tech   0.122162       

Conserv     0.1131189*** 0.045112   

Postcrisis*conserv       0.2490129***   

Financial         -0.1150811*** 

Postcrisis*financial           

Industrials           

Postcrisis*indust           

Health Care           

Postcrisis*health           

Post Crisis -0.0347648 -0.0563829* -0.0354507 -0.07169* -0.0327374 

Sharesmm -0.0009738* -.0009729* -0.0011398** -.0011702* -0.0008563 

Underwriter 0.0042837 0.0043696 0.0071152 0.0074904 0.0084059 
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!
  I II III IV V 

Tech 0.1568473*** 0.1277898***       

Postcrisis*tech   0.1155434       

Conserv    0.1164523*** 0.0508136   

Postcrisis*conserv       0.2406742***   

Financial         -0.0880062*** 

Postcrisis*financial           

Industrials           

Postcrisis*indust           

Health Care           

Postcrisis*health           

Post Crisis -0.0295596 -0.0504037* -0.031139 -.0658203** -0.0275005 

Sharesmm -0.0007697 -0.0007679 -.0009271* -.0009538* -0.0007123 

Underwriter -0.0048054 -0.0047798 -0.0017726 -0.001489 -0.0017914 

!

!

!

'./01!-,!D6:78>7C1<F!

!
  VI VII VIII IX X XI 

Tech           0.2083316*** 

Postcrisis*tech           0.2047944* 

Conserv           0.1438075*** 

Postcrisis*conserv           0.30953*** 

Financial -.0554993**         0.0439593 

Postcrisis*financial -.171133***         -0.0862562 

Industrials   -0.0232049 -0.0317598     0.0615419 

Postcrisis*indust     0.0444517     0.1557093 

Health Care       0.0458001 0.074389** 0.1619785*** 

Postcrisis*health         -.1510483** -0.0657457 

Post Crisis 0.0106026 -0.0228641 -0.0274732 -0.0202459 -0.0003519 -.1111248* 

Sharesmm -0.0008324 -.000939*  -.0009486* -0.000859 -0.000824 -0.0005631 

Underwriter -0.0017345 -0.0035237 -0.0039222 -0.0035743 -0.0044955 -0.0055362 

!
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  Table XII: Postcrisis2 (using underprice2) 

  I II III IV V 

Tech 0.0989708*** 0.0743133**       

Postcrisis2*tech   0.0983853       

Conserv    0.1041967*** 0.0648213*   

Postcrisis2*conserv       0.1252937*   

Financial         -.0588368** 

Postcrisis2*financial           

Industrials           

Postcrisis2*indust           

Health Care           

Postcrisis2*health           

Postcrisis2 -.053768** -.0693818** -.0581536** -.0758831*** -.0535713** 

Sharesmm -0.0004307 -0.0004104 -0.000508 -0.0004933 -0.0003886 

Underwriter -0.007701 -0.0079299 -0.0059737 -0.0055708 -0.0057631 

 

     

    Table XII (continued)     

  VI VII VIII IX X XI 

Tech           0.1495589*** 

Postcrisis2*tech           0.1313155 

Conserv           0.1453259*** 

Postcrisis2*conserv           0.1485353 

Financial -0.0370994         0.0484821 

Postcrisis2*financial -.1034889*         -0.0489262 

Industrials   -0.0074843 -0.0261643     0.055012 

Postcrisis2*indust     0.0818494     0.1255489 

Health Care       0.0336344 0.0631902* 0.1404654*** 

Postcrisis2*health         -.1534406** -0.113747 

Postcrisis2 -0.03051 
-

.0516483** 
-.0602101** -.0496857** -0.031353 -0.0924969 

Sharesmm 0.0003631 -0.0005292 -0.0005286 -0.0004743 -0.0004656 -0.0001622 

Underwriter -0.005815 -0.0072769 -0.0079522 -0.0074301 -0.0084746 -0.0080917 
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Table XIII (a): IPOs from October 3
rd

, 2001-December 31
st
, 2008 (using underprice2) 

  I II III IV V VI 

Tech  0.0703501**         0.1420161*** 

Conserv   0.0545257       0.1305702*** 

Financial     -0.0395953     0.0420964 

Industrials       -0.0165993   0.059376 

Health Care         0.0680602** 0.1391175*** 

Sharesmm -0.0005375 -0.0005907 -0.0004714 -0.0006096 -0.000459 -0.0002817 

Underwriter -0.0113101 -0.0106212 -0.0110835 -0.0116764 -0.0129121 -0.0119439 

 

Table XIII (b): IPOs from December 31
st
, 2008-September 27

th
, 2011 

  I II III IV V VI 

Tech  0.1806052***         0.292715*** 

Conserv   0.2324334***       0.3410389*** 

Financial     -.14852***     -0.0201398 

Industrials       0.0154618   0.1558999* 

Health Care         -.132637* -0.0286437 

Sharesmm -0.0002517 -0.0004972 -0.0006547 -0.0004869 -0.0005329 -0.00033 

Underwriter 0.0293908 0.0389367 0.0386921 0.0303923 0.0269982 0.301297 
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