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ABSTRACT 

This thesis used quantitative method to try to identify the IPO trend in China and figure out the 

impacts of domestic regulatory and international political factors on IPO decisions in China. The 

results of the correlation analysis and difference in means tests show that the hypothesis – the  

IPO Suspension Policy, Hong Kong IPO reform and China-United States trade war did affect the 

IPO decisions in China – were supported by empirical evidence. On the other hand, I did not 

find enough evidence that the Chinese Mainland IPO reform and the Brexit had impacts on IPO 

decisions in China. Moreover, even same events had difference impacts on Chinese Mainland 

companies and Hong Kong companies. Overall, Hong Kong IPO market is not as active as the 

Chinese Mainland IPO market in responding to external changes. These finding might provide a 

way for Chinese companies to gauge opportunities and a direction for analysts to forecast IPO 

market in China.  
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1 INTRODUCTION 

Going public has become one major way for companies to raise money, and Chinese enterprises 

are not exceptions. During the past decade, the number of Chinese IPOs demonstrated a cycle 

trend with a peak in 2010 and 2017, and a bottom in 2009 and 2013; meanwhile, the issuing 

volume of Chinese IPOs demonstrated a roughly similar cycle trend of a peak in 2010, 2014 and 

2018, and a bottom in 2008 and 2013. As it is believed that the IPO process is crucial to the 

economy’s ability to generate wealth, one might expect the corresponding economic growth in 

China appeared a similar trend. During 2008-2018, however, China's economy, reflected by the 

GDP, grew steadily from 4.594 trillion USD in 2008 to 13.608 trillion USD in 2018; though, the 

growth rate plummet after 2010. With no evident relationship between the IPO trend and the 

national economy in China, a question concerning the IPO trends in China and the factors that 

affect IPO decisions rises.  

In this thesis, I narrowed down the broad range of potential factors to two, domestic regulatory 

factors and international political factors. Moreover, I simplified IPO decisions into three 

categories: whether to go public, how to price an IPO, and where to go public.  

IPO is such an interdisciplinary module that cannot be quantified with only a few factors. 

Relevant factors, based on past studies, that are influential on IPO decisions vary but may 

include regulations, politics, and society. China’s unique socialist market economy differs it 

from other western countries. In this thesis, I focused on two of those factors, domestic 

regulatory factors and international political factors. Noting that there were several major 

reforms in China and a few international political events occurring during the past decade, 

examining those two factors might help us to identify the IPO trends in China.  

Going public is a complex process that involves lots of decision-making steps. A corporation is 

responsible to determine the underwriter, board of directors, price, location, processes for audit, 
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and any other decisions necessary. This thesis mainly focuses on three of them: whether to go 

public, how to price an IPO, and where to go public.  

For corporations, whether to go public is not a simply yes or no question. According to Draho 

(2004), one of the main benefits of public listing is the increase in capital available for a 

corporation. Moreover, the company’s reputation is also enhanced, allowing it to attract more 

attention from external investors. Yet, going to public can increase the burden of the company. 

While the company becomes more transparent, it discloses more corporate information. And 

once listed, the corporation is subject to IPO laws and regulations, according to Du and Xu 

(2009). Even the IPO process itself will cost a lot for a corporation. A corporation may take 

those factors into account to determine whether to go public.  

IPO pricing is also a widely investigated topic. Rarely does a company price its IPO accurately. 

When the pre-set IPO price is below the closing price on the first day a new stock trades, this 

stock is considered to be underpriced. Compared with overpricing, underpricing has become a 

more pervasive trend for Chinese companies.  

Where to list is another question to be concerned. In Chinese Mainland, there are two stock 

exchanges: Shanghai Stock Exchange and Shenzhen Stock Exchange, ranked 4th and 8th in the 

world respectively, depending on market capitalization. There is an increasing number of 

Chinese Mainland companies, nevertheless, choose to go public in other overseas exchanges, 

such as NYSE and NASDAQ in US and HKE in Hong Kong. Hence, I will focus on comparing 

different stock markets by analyzing the differences among them to identify their relationship 

with the IPO location choices. 

With those two terms specified, my study is aiming at identifying the factors that affect IPO 

decisions mainly through the following aspects:  
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I will identify the IPO trend in the last decade and its relationship with the condition of China’s 

economy. I will also identify some domestic regulatory factors, such as the 8th and 9th  IPO 

suspension policies in history, that affected IPO decisions in China. In addition to that, some 

international political factors, such as the Brexit in 2016 and the Sino-US trade war in 2018, that 

affected IPO decisions in China will also be discussed. Moreover, I will distinguish the 

difference responses of Chinese Mainland IPO and Hong Kong IPO market under same events.  

In the next section, relevant literature will be reviewed.  
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2 LITERATURE REVIEW 

There is a considerable number of literatures regarding to IPO decisions. Some of them used 

imperative evidence to analyze this topic and some used hypothetic models. Related literatures 

on IPO decisions in China and the factors that affect them are reviewed in this part.  

2.1 Domestic Regulatory Factors 

2.1.1 Suspension Policy 

In order to reduce the supply of new shares and to alleviate the downturn in the stock market, 

China Securities Regulatory Commission implemented the suspension policy nine times from 

1994 to 2015.  

Zhang (2014) held a negative attitude towards the suspension policy by asserting that the 

commission only took stocks’ supply side into consideration, excluding the demand side. While 

a clear attitude was presented in Zhang’s work, post-policy effects were not analyzed. Similar to 

Zhang (2014), Xi (2015) took the IPO suspension in July 2015 as a typical example to analyze 

its impacts. Based on Xi’s analysis, the IPO suspension policy did have impacts on the size of 

different fund products and investment strategy. They also mentioned the impacts of IPO restart, 

but I will not include that in this thesis. Since going public is one of the major channels through 

which a company raises capital, IPO suspension policy is certainly to cut the number of IPOs 

primarily through closing the gate. While Zhang (2014) focused on justifying the reasons for 

commission not to adopt suspension policy, Xi (2015) devoted more efforts to identifying the 

impacts of suspension policy on corporate strategy. They concluded that as the duration of IPO 

suspension increases, not only do companies that originally plan to go public move to new OTC 

market, but it is also likely that more queuing companies will do so.  

Wu et al. (2018) also investigated in the correlation between the IPO suspension policy and IPO 

performance by examining the trend of turnover ratio from 1990 to 2015. They did not focus on 
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the impacts of IPO suspension policy on IPO decisions directly, rather, they used turnover ratio 

to reflect the trading volume. Results suggested that the IPO suspension policy may not have a 

direct effect on the trading volume of IPOs, which is consistent with their argument – the 

number of IPO events cannot reflect the difference of companies’ listing activity.  

2.1.2 Price Control 

Though started in 1990, China’s stock market is still being viewed as an emerging market. The 

price limit system, therefore, was proposed to reduce the speculation and arbitrageur risks. 

According to Wu et al. (2018), the activities of IPO are highly dependent on market 

environment. They tried to identify the relationship between different trading rules and the 

China’s stock markets, yet they picked price dynamics as their focus to see how different price 

limit systems affect IPO stocks.  

Using models to identify the causality between initial returns and excessive demand in China, 

Geertsema and Lu (2019) found that after the reform of IPO pricing mechanism in 2005, the 

over-subscription ratios of IPO is consistent with the market demand. Similar to previous 

literatures, they also referred to the suspension policy and price limits as examples to 

demonstrate that regulators in China controlled over the number of IPO tightly. They concluded 

that after the 2005 reform, market forces, rather than negotiations between issuers and 

authorities, determined the IPO price. Moreover, according to Li and Zhou (2015), they 

identified the regulatory benefits of political relationship in China’s IPO process, concluding 

that political connections are favorable to an IPO being approved, enable an enterprise to receive 

preferential treatments from authorities, and reduce the likelihood of an enterprise to be audited 

after pre-IPO. 

In Gao and Kling’s study (2006), they used monthly data on turnover ratios, turnover-volatility 

ratios and stock returns for two main Chinese stock exchanges and applied an intervention 
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model to identify the relationship between regulatory changes and market liquidity in Chinese 

stock markets. Based on their conclusion, though regulatory changes were beneficial to the 

financial markets, these effects were not long lasting. Their research incorporated data from 

1990 to 2002, which is excluded from my target period. Nevertheless, combined with the finding 

of Ellul and Pagano(2006) – the less liquid the aftermarket is expected to be, and the less 

predictable its liquidity, the larger will be the IPO underpricing – I still can infer that, regulatory 

changes might boost a trend for IPO underpricing. In contrast to Wu et al. (2018) who paid 

attention to the direct impacts of regulatory policy to IPO performance, they involved market 

liquidity as an intermediate factor.  

2.2 International Political Factors 

Over the past decade, several international political events occurred, including the Sino-US trade 

conflicts and the Brexit. Relevant literature reveals the overall negative impacts on China’s IPO 

market. However, consistent researches showed that those international political issues affect 

Chinese Mainland IPOs more severely than Hong Kong IPOs. 

According to Yuan (2016), though the Brexit did affect the global IPO financing in the first half 

of the year, the number of initial public offerings (IPOs) in Hong Kong in the same period 

continued to rank first in the world, while global IPOs dropped rapidly. Hence, the 

outperformance of the Hong Kong IPO market indicates its robust position of the territory's 

financial markets. While Yuan (2016) did compare the impacts of Brexit had on the IPO market 

in Mainland and Hong Kong, she did not address the potential reasons for this contrast.  

Rawlinson (2018) also stated that these events have a negative impact on Chinese company 

listings, severely undermining a firm’s ability to operate. As he posited, part of the reasons is 

that the trade war had a negative impact on the outlook and valuation of companies preparing for 

IPOs. On the other hand, trade war had a negative impact on the overall stock market, causing 



8 
 

some IPO transactions to be postponed or the company's valuation to be low. Nevertheless, 

Chinese enterprises' attitudes towards financial market are mixed. Some companies, such as 

Avary Hldg, propelled IPO plan to avoid being involved in the trade war; while others such as 

Geely postponed IPO plan due to the downturn in the overall market.  

Similar reports covered by Deloitte (2019) showed that Hong Kong will be no exception to other 

major capital markets when overshadowed by uncertain outcomes of recent international 

political issues, such as Sino-US trade war and the Brexit. Based on their analysis, the number of 

Hong Kong IPOs declined rapidly compared with last year, though the total financing increased. 

While for the Mainland IPOs, the rate of new share issuance has slowed significantly, with the 

number of new shares issued increasing slightly and the average amount of financing decreasing 

greatly.  

2.3 Impacts on IPO Decisions 

During past decade, China has a much higher average of IPO underpricing compared with 

western economies. Moreover, though Chinese Mainland has two strong stock exchanges in 

Asia, an increasing number of giant companies choose to list overseas. These peculiarities have 

drawn the attention of many scholars.  

2.3.1 Impacts on IPO Pricing  

Compared with those countries that are more market-oriented, China’s financial market 

encompassed more control, namely more government intervention. Azevedo et al. (2018) 

suggested a series of possible explanations for the extremely high underpricing rate: 

effectiveness of the allocation mechanism and overall market economy, nature of stock 

exchanges and market regulations, and the choice of the auditors and underwriter – consistent 

with Huang et al.’s (2019) conclusion that different legal systems, economy environments, and 
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issuing methods can affect IPO underpricing. As mentioned earlier in this thesis, Azevedo et al. 

(2018) also attributed political connections as a significant factor to IPO pricing.  

Cheung et al. (2009) also conducted a research trying to identify the relationship between 

regulatory changes and IPO underpricing. Similar to Geertsema and Lu’s research (2019), 

Cheung et al. (2009) took the 2005 reform into consideration, which abolished the fixed-issued 

price and hence allowed more market participation into IPO pricing, and concluded that the pre-

reform price determining regulation was highly responsible for the underpricing. One new 

finding of them that distinguishes Cheung et al.’s work to others’ is that, the more capital a 

company raised, the stronger bargaining power it has against the underwriter, hence the less 

underpricing.  

While previous studies paid attention to regulations, Huang, Li and Chen’s work (2019) focused 

on the overall financial market. They found evidence that those companies located in more 

developed financial markets would suffer from less IPO underpricing as well as better long-term 

performance. Similar to Azevedo et al. (2018), they attributed this result to less information 

asymmetry. Huang et al. (2019) also related it to stock illiquidity and turnover ratio, which, in 

turn, reflect the IPO performance. Moreover, like Liu et al. (2013),they also concluded that 

SOEs are less responsive to financial market changes due to their easier access to financial 

capital, indicating that politic connections will affect IPO prices.  

Shun et al. (2014) supported Azevedo et al.’s (2018) opinion that choice of underwriters will 

positively affect IPO underpricing. One more new thing added by Song et al. (2014) is that, 

pricing regulation is also positively related to IPO prices. However, what differentiates this 

study from others is that, Shun et al. (2014) did not only focus on IPO underpricing in the 

primary market, but also examined the overvaluation in the secondary market. They claimed that 
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overvaluation of the first-day closing prices is responsible for the extremely high initial returns, 

suggesting that overvaluation shall be paid more attention than underpricing. 

Ellul and Pagano (2006) took information asymmetry and risk as two explanations for IPO 

underpricing, which is consistent with other findings. Moreover, they added another factor that 

will influence the IPO decision – liquidity. By using a model that integrates liquidity with 

traditional research method, they concluded that market liquidity affects the companies’ IPO 

decisions through IPO underpricing.  

2.3.2 Impacts on IPO Location 

Over the past decade, an increasing number of companies choose overseas market to go public, 

despite the fact that Chinese Mainland has two stock exchanges that are both convenient and 

powerful. Notable Chinese Mainland companies listed in US include Alibaba, Petro China and 

Baidu, and those listed in Hong Kong include China Construction Bank, Ping An Insurance and 

Bank of China.  

Noting the location preference, Güçbilmez (2014) criticized traditional hypotheses for failing to 

address that bias. He argued that foreign VC backing is a critical factor that affects the IPO 

location. Güçbilmez (2014) also referred to transparency of the approval system, suggesting that 

moving the current system to a more disclosure-based one could attract more technology 

companies to list on ChiNext. One similarity of this article to that of Gao and Kling (2006) is 

that, Güçbilmez (2014) took market liquidity into account. He stated that foreign VCs prefer 

conducting IPOs in a more liquid market. While previous literatures related regulations to 

underpricing, Güçbilmez also connected IPO location choice with regional regulations.  

According to Terekhova (2017), technology companies that choose to list in Hong Kong 

Exchange Market took the advantage of Hong Kong’s efforts to provide incentives for fintech. 

While HKEX planned to launch HKEX Private Market in 2018, which is favorable for early 
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stage firms IPO preparation, the Mainland turned its attention to regulations. Compared with 

Chinese Mainland, Hong Kong has more interactions with international markets mainly due to 

its international financial status. More open to interactions implies a promise for more foreign 

investors and hence more capital. Terekhova (2017) also stated that the current problems faced 

by Mainland and Hong Kong are different. While Hong Kong is working to attract foreign direct 

investment, Chinese Mainland has already generated a number of technology companies, from 

which governance problems have been emerged over time, forcing Chinese regulators to put 

their focus on regulations. 

Unlike Terekhova (2017), whose research focused on technology companies, Wong et al. (2014) 

examined Chinese real estate firms to identify the factors that affect a company’s IPO location 

decision. They took unobserved quality, state ownership, leverage level, and property market 

performance as determinants of IPO location choices. However, based on their signaling 

hypothesis, good firms are supposed to list in the market with more stringent regulations. While 

based on Terekhova’s report (2017), Chinese Mainland put more strict regulations on firms. 

Hence one might draw the conclusion that good firms are likely to choose Mainland stock 

exchanges rather than the one in Hong Kong, a conclusion that is contradictory to the facts. The 

gap here needs further study. Besides, geographic advantages do not appear to be a feasible 

explanation since Shenzhen Stock Exchanges’ proximity to Hong Kong did not bring any 

material benefits to the city itself (Meyer, 2016).  

2.4 Differences Between Chinese Mainland and Hong Kong IPO Market 

As stated previously by Yuan (2016), such international political events as Brexit did not affect 

Hong Kong IPO market as severely as Chinese Mainland. Wong (2016) explained this contrast 

that, since Hong Kong IPO activities in the past few years have primarily relied on Mainland 
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enterprises, the impact of external factor (in this case, the Brexit) on its market is slightly 

lowered than that of other international exchanges. 

Since Chinese government exert tightly control over IPO process, according to Güçbilmez 

(2015), IPO volume will not be as sensible to changes in market conditions as in Hong Kong. 

Chinese hot IPO markets are likely to be the results of regulatory changes, while those in Hong 

Kong tend to be the product of market forces. While China's IPO market does not demonstrate a 

significant relationship between its volume and past market returns, volatility, and valuations, 

the Hong Kong IPO market showed a relationship between them and a strong seasonality.  

Similarly, Rawlinson (2018) also claimed that the Hong Kong market will not only help to 

increase the reputation of listed companies in the Asian market, but also facilitate their 

expansion strategies. In addition, he added, the high liquidity of Hong Kong stock market 

securities trading makes it easier for listed companies to raise funds and is more promising. 

Unlike other researches that focus mainly on a particular institutional factor, Chen et al. (2017) 

analyzed the impact of the overall institutional environment on IPO underpricing. They 

conducted this general research that could help to identify the potential reasons for IPO 

performance in Mainland and Hong Kong. Their results indicated that the higher economic 

freedom a region has, the less serious IPO underpricing problems. Combined with the statistics 

from Heritage, which showed that Hong Kong ranked 1st as the freest economy in the world, 

IPO underpricing is a much less severe problem in Hong Kong than in the Mainland.  

In the next section, data and sample will be discussed.  
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3. METHODOLOGY AND DATA: 

This thesis used 4073 companies that issued IPOs in China, Hong Kong and other main stock 

exchanges from May 16, 2012 to October 30, 2019, to identify the impacts of domestic 

regulatory changes and international political changes on Chinese companies IPO decisions. In 

the following section, I will discuss my dataset and sample data.  

3.1 Discussion and Explanation of  the Dataset 

I measured IPO decisions by identifying the number of IPO, IPO prices, and IPO location 

choices for Chinese firms during the past decade. The data was obtained mainly from 

Bloomberg. Overall, I collected data from the IPOs of Chinese firms for the period from May 

16, 2012 to October 30, 2019. I picked May 16, 2012 as the starting time because I want to 

ensure that there were at least six months before the 8th IPO Suspension Policy enacted so that 

the datasets before and afterwards can be compared. My sample period ends on October 30, 

2019, two days after October 28, 2019. Because on that date, the UK and European Council 

agreed to extend Brexit, suggesting that the Brexit is suspended. To be more specific, I divide 

my datasets into several categories as follows:  

For domestic regulatory changes such as the IPO reform, I included historical data related to IPO 

decisions of Chinese Mainland and Hong Kong companies respectively, from May 30, 2013 to 

May 30, 2014, and from August 25, 2017 to August 25, 2018. To reflect the impacts of IPO 

suspension policy, I mainly focused on the IPO decisions of Chinese Mainland companies, from 

May 16, 2012 to July 17, 2014, and from February 4, 2015 to May 6, 2016.  

For international political changes, I included historical data regarding to the number of IPO and 

IPO location from January 23, 2016 to October 30, 2019. There is an overlap between the 

China-US trade war and the Brexit during this period of time (from June 2019 to October 2019), 

so I incorporated the datasets to identify the impacts of those two international events together. 
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3.2 Discussion of the Sample: 

My IPO data for the periods of 8th IPO Suspension Policy (November 16, 2012 – January 17, 

2014) staring from May 16, 2012 to July 17, 2014 was obtained from Bloomberg. There were 

435 records, containing announced date, effective date (the date the stock becomes available for 

sale in an IPO), issuer ticker, issuer name (company name), offer size, offer type, offer stage, 

offer price, and last close price. After excluding those that were rejected (10) and withdrawn 

(121), there were 304 trading companies left. I filtered them again by rejecting those without last 

close price or offer price to ensure that my dataset was complete. The final dataset totaled 278 

records, with effective date from May 18, 2012 to July 16, 2014. For the periods of 9th IPO 

Suspension Policy (July 4, 2015 – November 6, 2015), starting from February 4, 2015 to May 6, 

2016, I gathered 386 records in total from Bloomberg including the same data categories as the 

previous dataset. After deleting those companies that were rejected (10) or withdrawn (41),  and 

those without last close price or offer price, there were 319 complete records left, with effective 

date from February 13, 2015 to May 6, 2016.  

To reflect the impacts of IPO Suspension Policy on IPO decisions, I summarized the IPO data 

for these two periods by dividing them into three subcategories and focusing on the number of 

IPOs, IPO location choices, and IPO pricing. Relevant statistics will be presented in the results 

part.  

My IPO data for the periods of Chinese Mainland IPO Reform (November 30, 2013) 

incorporated one-year data starting from May 30, 2013, with 131 effective data of Chinese 

Mainland companies and 47 of Hong Kong companies. The dataset included relevant IPO 

information including announced date, effective date, issuer ticker, issuer name, offer size, offer 

type, offer stage, offer price, and last close price. For the periods of Hong Kong IPO Reform 

(February 25, 2018), I included the data from August 25, 2017 to August 25, 2018. The raw data 
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of Chinese Mainland companies totaled 624. I excluded those unqualified data and left 295 

complete data, with effective date from August 25, 2017 to August 16, 2018. For those of Hong 

Kong companies, I processed 122 raw data and rejected those unqualified records, leaving 119 

complete data starting from September 15, 2017 to August 22, 2018.  

To reflect the impacts of IPO Reforms on IPO decision, I summarized those two IPO datasets by 

categorizing them into the period before and after reform and then focused on the number of 

IPOs, IPO location choices, and IPO pricing. Relevant information will be summarized in the 

results part.  

My IPO data for the periods of political changes – the Brexit and China-US trade war – 

incorporated data starting from January 27, 2016 to October 30, 2019, with 1218 effective date 

of Chinese Mainland companies and 329 of Hong Kong companies. The dataset was obtained 

from Bloomberg and consisted of the same categories as the above two datasets. I divided this 

dataset into three subcategories: before and after Brexit, before and after China-US trade war, 

and the period under the influence of both Brexit and China-US trade war. Here, I defined before 

as the time period before the event officially kicked off.  

To reflect the impacts of international political changes on IPO decisions, I derived one period 

(June – October 2019) from the dataset to focus on the monthly changes. In addition to that, I 

also summarized another two periods and focused on the number of IPOs, IPO location choices, 

and IPO pricing. Since Hong Kong companies did not change too much their IPO location 

choices, I mainly focused on Chinese Mainland companies choices.    

3.3  Methodology Selection 

I used quantitative methods, collecting historical data, to identify patterns in Chinese IPO 

decisions over the past decade. This methodology was chosen because historical data can reflect 

the exact patterns without any subjective interfere. My data sources came from the existing data 
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from Bloomberg, which operates a lot of data centers around the world and received data from 

exchanges and from securities information processors. After data was obtained, dataset was 

reviewed for incomplete data and outliers. I used multiple regression analysis to identify the 

effects that those factors might have on IPO decisions. To process and analyze the data, I used 

Microsoft Excel to filter and categorize them and conduct a difference in means test. In addition 

to that, I also input data to Excel to generate line chart to identify the trend.  

3.4 Model Selection and Hypothesis Testing 

Based on related analysis done by Wu et al. (2018), I took IPO decisions in China as dependent 

variables, including the number of IPOs. Potential factors that might have impact on them are 

defined as independent variables, including domestic regulatory changes and international 

political events.  

Based on my research questions, I developed my null hypotheses as follows: 

H10: The 8th and 9th IPO Suspension Policy DID NOT have any significant impact on IPO 

decisions in China.  

H20: The IPO reforms DID NOT have any significant impact on IPO decisions in China.  

H30: The China-Unites States trade war DID NOT have any significant impact on IPO decisions 

in China.  

H40: The results of Brexit referendum and extension DID NOT have any significant impact on 

IPO decisions in China.  

To test my hypothesis about domestic regulatory changes, I used excel run a multiple regression 

analysis to find out if IPO decisions differ among three time periods: (1) before 8th IPO 

Suspension Policy (169 days), (2) during 8th IPO Suspension Policy (367 days), (3) after 8th IPO 

Suspension Policy (177 days); (4) before 9th IPO Suspension Policy (141 days), (5) during 9th 

IPO Suspension Policy (124 days), (6) after 9th IPO Suspension Policy (180 days); (7) before 
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Chinese Mainland IPO reform (177 days), (8) after Chinese Mainland IPO reform (177 days), 

(9) before Hong Kong IPO reform (183 days), (10) after Hong Kong IPO reform (172 days). The 

regression model is defined as: 

Yi=c+α1D1+α2D2+α3D3+α4D4+ei 

where Yi is the number of IPOs in period i;  

c represents constant terms;  

α is the coefficient; 

D=1 if IPO suspension policy or IPO reform DID enact in period i; 

D=0 if IPO suspension policy or IPO reform DID NOT enact in period i; 

ei is defined as the statistical errors.  

To test my hypothesis about international political changes, I ran a regression to find out if IPO 

decisions differ among 5 time periods: (1) before Brexit occurred (148 days), (2) after Brexit 

occurred (183 days), (3) before China-US trade war occurred (172 days), (4) after China-US 

trade war occurred (179 days), (5*) the overlap period of both international political events in 

recent months (150 days). The regression model is defined as: 

Yi=c+α5D5+α6D6+e2i 

where Yi is the number of IPOs in period i;  

c represents constant terms;  

D=1 if Brexit or China-US trade war DID occur in period i; 

D=0 if Brexit or China-US trade war DID NOT occur in period i; 

ei is defined as the statistical errors.  

In the next section, analysis and test results will be discussed.  
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4 ANALYSIS AND FINDINGS 

This thesis aims to identify the IPO trend in China and factors that affect it. Previous literatures 

have addressed this question but not systematically. Relevant studies referred to regulatory 

factors, such as price limits and IPO suspension policies. In my thesis, I expanded the potential 

factors to incorporate both domestic regulatory changes and international political events. I used 

4073 records from Bloomberg regarding to Chinese companies that issued IPOs in Chinese 

Mainland, Hong Kong and other overseas stock exchanges from May 16, 2012 to October 30, 

2019. My null hypotheses are developed as to see whether those factors have significant impacts 

on IPO decisions in China. To test my null hypotheses, I conduct a difference in means test.   

I developed my null hypotheses to answer two of my research questions – identify the impacts of 

some of the domestic regulatory factors, such as IPO suspension policies and IPO reforms, on 

IPO decisions in China; identify the impacts of some of the international political factors, such 

as the Brexit and China-US trade war, on IPO decisions in China. Initially, I assumed that all of 

those factors did not have significant impacts on IPO decisions.  

4.1 Domestic Regulatory Factors 

4.1.1 IPO Suspension Policy 

The result (table 1) showed the majority of Chinese companies chose to list overseas during 

those two suspension periods, with only one company picked Chinese mainland as its IPO 

location during the 8th suspension period and none of them listed in Chinese mainland stock 

exchanges during the 9th suspension period. It also can be inferred that Hong Kong stock 

exchanges is the first alternative during these periods. Compared with the data before and after, 

the location choices during the suspension period are more diversified. This is consistent with 

the results of Güçbilmez (2014) as he connected IPO location choice with regional regulations. 

Additionally, it is obvious that IPOs in these periods tend to be overpriced. This is different from 
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previous researches done by Azevedo et al. (2018) and Huang et al.’s (2019) as they found that 

underpricing is a prevalent phenomenon in China’s IPO market. Moreover, the finding of E llul 

and Pagano(2006) also suggest that regulatory changes could boost a trend for IPO underpricing, 

though not the case in my thesis. The inconsistency is probably due to different sample size. I 

narrowed the IPO range to this short period while other scholars take the general situation into 

considerations.  

Table 1 

Summary Statistics of IPO Decisions in China Over Two Suspension Periods 

 

As for identifying the change in the number of IPOs, I ran a multiple regression to analyze the 

impacts of IPO suspension policies on IPO numbers. Table Appendix A presented the regression 

coefficients. I reject the null hypothesis at 95% confidence level. In other words, both the 8th and 

9th IPO suspension policy DID have significant impacts on IPO decisions in China when it 

comes to IPO numbers. The negative coefficients indicate that there is a negative relationship 

between the 8th and 9th suspension policy and numbers of IPOs. In other words, fewer 

companies went public after the suspension policies enacted. These findings are in line with past 

research done by Xi (2015). While Xi focused on impacts of the IPO suspension policy on the 

size of different fund products and investment strategy, I focused on the impacts of them on the 

numbers of IPOs. Still, we got the same results that IPO suspension policies affected  IPO 

decisions in China adversely.  

4.1.2 IPO Reforms 

CH % HK % US % TT % SP % AU % MK % KS % under- % over- %

before 99 82 83% 14 14% 2 2% 1 1% 21 21% 78 79%

during 79 1 1% 64 81% 6 8% 5 6% 2 3% 1 1% 24 30% 55 70%

after 100 55 55% 37 37% 8 8% 24 24% 76 76%

before 191 170 89% 16 8% 4 2% 1 1% 83 43% 108 57%

during 22 0 0% 18 82% 3 14% 1 5% 2 9% 20 91%

after 106 66 62% 32 30% 4 4% 3 3% 1 1% 51 48% 55 52%

No.
IPO pricing

8th

suspension

policy

9th

suspension

policy

IPO location
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The summary statistics in the following two tables give an overview of the changes in IPO 

decisions before and after IPO reforms. Since the IPO market of Chinese Mainland differs from 

that of Hong Kong, I separated those two regions to analyze individually.  

For the IPO reform in Chinese Mainland (table 2), it is evident that Hong Kong companies IPO 

location choices did not change too much. Potential reasons vary but according to Terekhova 

(2017), that may partly due to Hong Kong’s international financial status. What is consistent 

with my previous findings is that all Chinese companies tend to price their IPOs above the 

closing price on the first trading date, which is still contradict with previous literatures.  

For the IPO reform in Hong Kong (table 3), statistics suggest that the underpricing ratio 

exceeded overpricing ratio over the periods for Chinese Mainland companies, while Hong Kong 

companies still tend to overprice their IPOs. After the reform, Chinese Mainland companies 

increased the ratio of overseas listing, especially in Hong Kong. This is consistent with 

Terekhova’s (2017) findings that companies took the advantage of Hong Kong’s efforts to 

provide incentives for fintech, hence an increasing number of mainland companies choose to list 

in Hong Kong stock exchanges. Besides, it is similar with my previous findings that Hong Kong 

companies did not change their IPO location choices too much.  

Table 2 

Summary Statistics of IPO Decisions in China, Chinese Mainland IPO Reform 

 

Table 3 

Summary Statistics of IPO Decisions in China, Hong Kong IPO Reform 

CH % HK % US % TT % AU % MK % Under- % Over- %

before 35 29 83% 4 11% 1 3% 1 3% 7 20% 28 80%

after 96 47 49% 37 39% 8 8% 3 3% 1 1% 29 30% 67 70%

before 22 22 6 27% 16 73%

after 16 16 7 44% 9 56%

No.
IPO location IPO pricing

Chinese

Mainland

companies

HK

companies
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In order to identify the impacts of IPO reforms, I conducted a difference in means test, 

comparing the datasets before and after reforms. With results showed in Table Appendix B, I do 

not reject my null hypothesis that Chinese Mainland reforms did not have any significant 

impacts on Chinese Mainland Companies IPO decisions, while I reject the null hypothesis that 

HK reforms did not have significant impacts on Chinese Mainland Companies IPO decisions. In 

other words, Hong Kong IPO reform affected Chinese Mainland companies’ IPO issuing 

volume while Chinese Mainland IPO reform did not. Though past literatures done by Geertsema 

and Lu (2019) did address the impacts of reforms on over-subscription ratios, they did not 

mention the issuing volume.  

Referring to Table Appendix C, I do not reject both null hypotheses regarding to Hong Kong 

companies IPO decisions – both Chinese Mainland and Hong Kong IPO reform did not have any 

significant impacts on the IPO issuing volume of Hong Kong companies. In other words, Hong 

Kong companies did not react actively to either of the two IPO reforms. Though past literatures 

did not address this inactivity of Hong Kong companies, Terekhova (2017) stated that the 

current problems faced by Mainland and Hong Kong are different, which may serve as one of 

the reasons for the inactive responses of Hong Kong companies IPO decisions. Moreover, due to 

the insufficient data collected during Mainland reform period, this result may not be 

representative enough.  

4.2 International Political Factors 

4.2.1 Brexit 

CH % HK % US % TT % Under- % Over- %

before 194 152 78% 22 11% 19 10% 1 1% 118 61% 76 39%

after 101 47 47% 38 38% 16 16% 53 52% 48 48%

before 65 64 98% 1 2% 11 17% 54 83%

after 54 51 94% 3 6% 7 13% 47 87%

No.
IPO location IPO pricing

Chinese

Mainland

companies

HK

companies
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The results of how the Brexit affected China’s IPO decisions are summarized in table 4. In 

general, the Brexit did not affect IPO location choices too much as both Chinese Mainland and 

Hong Kong companies preferred their native stock exchanges. In this period, my findings 

regarding to IPO pricing are consistent with past literatures as statistics demonstrated a trend of 

underpricing for Chinese Mainland companies. In contrast, Hong Kong companies suffered from 

less IPO underpricing, which is in line with Huang et al. (2019)’s research as they proved that 

companies located in more developed financial markets would have such characteristics.  

Table 4 

Summary Statistics of IPO Decisions in China Over the Brexit Period 

 

To identify the impacts of the Brexit on China’s IPO issuing volume, I conducted a difference in 

means test. Table Appendix D illustrated the test results. I reject neither of the two Null 

Hypothesis that the Brexit did not have any significant impacts on Chinese companies IPO 

issuing volume. This result is consistent with researches of Yuan (2016) and Rawlinson (2018) 

that though the Brexit affected global IPO market, it did not affect Chinese IPO market.   

4.2.2 China-United States Trade war 

Table 5 presented the summary statistics of IPO decisions in China before and after the China-

US trade war. It can be inferred that Chinese Mainland companies kept a relatively higher 

underpricing ratio, while Hong Kong companies still tend to overprice their IPOs. Overall, over 

the periods of trade war, Chinese Mainland companies’ IPO location choices are slightly more 

diversified than those of Hong Kong. Apparently, both mainland and Hong Kong companies 

preferred to list on native stock exchanges, or a relatively more advanced one. Though the 

CH % HK % US % KS % LN % SP % TT % under- % ove- %

before 67 55 82% 7 10% 3 4% 1 1% 1 1% 38 57% 29 43%

after 197 159 81% 31 16% 6 3% 1 1% 127 64% 70 36%

before 21 20 95% 1 5% 7 33% 14 67%

after 45 40 89% 4 9% 1 2% 5 11% 40 89%

IPO location
No.

IPO pricing

Chinese

Mainland

companies
HK

companies



23 
 

United States was in a tense relationship with China during this period, there were still a portion 

of Chinese companies choose to list on US stock exchanges.  

Table 5 

Summary Statistics of IPO Decisions in China Over the Trade War 

 

To measure the impacts of trade war on IPO issuing volume, I referred to the results of the 

difference in means test. Based on the following results in Table Appendix E, I reject my null 

hypothesis that the trade war did not have any significant impacts on Chinese Mainland 

companies’ IPO decisions while I do not reject the null hypothesis the trade war did not have 

any significant impacts on Hong Kong companies’ IPO decisions. This finding is consistent with 

Yuan (2016)’s report as she reported that Hong Kong IPO market remained its leader position in 

the global market. In addition, this is also consistent with Rawlinson (2018)’s conclusion that 

trade war had a negative impact on the overall stock market as it would cause some IPO 

transactions to be postponed.  

4.2.3 Co-Effects of Brexit and China-United States Trade War 

The Brexit and China-United States trade war were not a single event, they consist of a series of 

progressive events. There was an overlap period of these two events, and I took part of the 

second half of 2019 to analyze their combined effects.  

Table 6 summarized the descriptive statistics of relevant information. There were only a few 

Hong Kong companies went public during this period and all of them were listed on Hong Kong 

stock exchanges, regardless of the ongoing international events. A small proportion of Chinese 

Mainland companies chose to list on US stock exchanges, but no one picked UK as their IPO 

CH % HK % US % under- % over- %

before 167 123 73.65% 24 14.37% 20 11.98% 98 58.68% 69 41.32%

after 107 50 46.73% 39 36.45% 18 16.82% 63 58.88% 44 41.12%

before 77 76 98.70% 1 1.30% 12 15.58% 65 84.42%

after 47 44 93.62% 3 6.38% 8 17.02% 39 82.98%

No.
IPO pricing

Chinese

Mainland

companies

HK

companies

IPO location
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location. Figure 7 gave a clear trend of IPO numbers during these months. There is no evident 

relationship between the time series and IPO numbers. Still, Chinese Mainland companies issued 

more IPOs than Hong Kong companies. Though there was an obvious fluctuation around July, 

the figure of IPO numbers for Chinese companies was rather stable. Moreover, it can be seen in 

Figure 8 that mainland companies remained a higher percentage of underpricing over this period 

while Hong Kong companies kept overpricing their IPOs, which is consistent with previous 

findings. Above all, these empirical statistics demonstrated the same conclusion as before that, 

international political did not have significant impacts on Hong Kong IPO market while did have 

impacts on Chinese Mainland companies’ IPO decisions.  

Table 6 

Summary Statistics of IPO Decisions in China During the Overlap Time Period (2019) 

 

Figure 1 

China’s IPO Numbers Monthly Data (2019 June-October) 

 

Figure 2 

China’s IPO Underpricing Monthly Data (2019 June-October), Percentage 

CH CH% HK HK% US US% TT TT% LI LI% under- % over- %

June Mainland 22 10 45.45% 1 4.55% 1 4.55% 17 77.27% 5 22.73%

HK 7 7 100% 2 28.57% 5 71.43%

July Mainland 48 37 77.08% 7 14.58% 4 8.33% 42 87.50% 6 12.50%

HK 6 6 100.00% 2 33.33% 4 66.67%

Aug Mainland 17 15 88.24% 2 11.76% 16 94.12% 1 5.88%

HK 2 1 50.00% 1 50.00% 0 0.00% 2 100.00%

Sept Mainland 13 11 84.62% 1 7.69% 1 7.69% 12 92.31% 1 7.69%

HK 2 2 100.00% 1 50.00% 1 50.00%

Oct Mainland 26 14 53.85% 10 38.46% 2 7.69% 19 73.08% 7 26.92%

HK 7 7 100% 3 42.86% 4 57.14%

No.
IPO location IPO pricing
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5 CONCLUSION 

In this thesis, I identified the IPO trend in China and factors that affect IPO decisions. I 

investigated the relationship between Initial Public Offering decisions in China and domestic 

regulatory and international political factors during the period from May 16, 2012 to October 30, 

2019. In my thesis, I defined IPO decisions as IPO numbers, issuing volume, IPO prices and IPO 

location choices. In order to identify those factors’ impacts, I adopted different techniques 

including regression analysis and difference in means test. The impacts of domestic regulatory 

factors on IPO numbers in China were investigated using multiple regression analysis. The 

findings show that both the 8th and 9th IPO Suspension Policy in China did have impacts on IPO 

decisions in China. Furthermore, the negative coefficients indicate that the number of IPOs 

decreased in China as the suspension policy enacted. Besides, the findings also show that 

Chinese Mainland IPO reform in 2013 did not have any significant impacts on IPO issuing 

volume in Chinese Mainland while Hong Kong IPO reform in 2018 did affect it. In contrast, 

both of those two IPO reforms did not have any significant impacts on IPO decisions in Hong 

Kong. Moreover, I conduct difference in means tests to identify the impacts of international 

political changes (the Brexit and China-United States Trade War) on IPO decisions in China. 

The findings show that the Brexit did not affect IPO decisions in China too much. In terms of 

the trade war, the findings show that it affected Chinese Mainland companies’ IPO decisions 

more severely than Hong Kong companies.  

Since this thesis was written shortly after the end of those two political events, due to time 

limitations, I did not involve enough data in the time period after those two international 

political events. Moreover, I used Excel to process and analyze my data, which might be 

substituted by more advanced analysis tools. An improvement of this thesis, including the 

practice to extend the sample dataset, could be adopted to explore possible impacts of 

international political events (the Brexit and China-Unites States trade war) on IPO numbers and 
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issuing volume. Further study could also involve more factors besides domestic regulatory and 

international political factors.  
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Appendix A 

Regression Coefficients – IPO Numbers Over Two Suspension Periods 

 

Appendix B 

t-Test: Two-Sample Assuming Unequal Variances – Chinese Mainland Companies 

 

Appendix C 

t-Test: Two-Sample Assuming Unequal Variances – Hong Kong Companies 

 

Appendix D 

t-Test: Two-Sample Assuming Unequal Variances – the Brexit 

Coefficient St.Error t Stat P-value Lower 95% Upper 95%

Intercept 19.4 2.5193 7.7006 3E-09 14.2954 24.5046

8th IPO

suspension policy
-11.6 4.7132 -2.4612 0.0186 -21.1498 -2.0502

9th IPO

suspension policy
-15 6.1710 -2.4307 0.0200 -27.5036 -2.4964

Before After Before After

Mean 1269.502 1638.017726 888.1621 2461.034276

Variance 4188934 16528146.41 2024869 46190156.73

Observations 34 38 193 100

Hypothesized Mean difference 0 0

df 56 104

t Stat -0.49326 -2.28845

P(T<=t) one-tail 0.311878 0.012067

t Critical one-tail 1.296853 1.289745

P(T<=t) two-tail 0.623755 0.024134

t Critical two-tail 1.672522 1.659637

Mainland Reform HK Reform

Before After Before After

Mean 134.939 1620.733667 195.534 152.3849

Variance 31518.56 23035288.92 293008.8 81039.53

Observations 21 15 64 53

Hypothesized Mean difference 0 0

df 14 99

t Stat -1.19838 0.552136

P(T<=t) one-tail 0.125331 0.29105

t Critical one-tail 1.34503 1.290161

P(T<=t) two-tail 0.250662 0.582099

t Critical two-tail 1.76131 1.660391

Mainland Reform HK Reform
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Appendix E 

t-Test: Two-Sample Assuming Unequal Variances – China-United States Trade War 

 

 

Before After Before After

Mean 756.9854 1281.258471 236.7588 176.7107

Variance 2845227 16384840.84 82623.35 73040.79

Observations 66 196 20 44

Hypothesized Mean difference 0 0

df 249 35

t Stat -1.47285 0.78907

P(T<=t) one-tail 0.071027 0.217692

t Critical one-tail 1.284961 1.306212

P(T<=t) two-tail 0.142053 0.435384

t Critical two-tail 1.650996 1.689572

Mainland Hong Kong

Before After Before After

Mean 1026.67 2653.812477 173.6946 168.7764

Variance 2932566 49167282.47 248713.5 91810.7

Observations 166 106 76 46

Hypothesized Mean difference 0 0

df 113 120

t Stat -2.3449 0.067759

P(T<=t) one-tail 0.010389 0.473045

t Critical one-tail 1.289088 1.288646

P(T<=t) two-tail 0.020778 0.94609

t Critical two-tail 1.65845 1.657651

Mainland Hong Kong
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