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Abstract 

With the development of the Chinese economy, a considerable number of Chinese 

Internet companies have chosen to enter the U.S. stock exchange market for financing, to 

achieve their development goals, and to increase their overseas reputation. The demands of 

corporate funds can be achieved by overseas listing. The well-developed stock market can 

efficiently regulate operation of the company. This research paper analyzes the current 

status and motivations of overseas listings of Chinese Internet companies, using multiple 

regression models to explore the impact of price-earnings ratios on listing locations, and 

utilizing t-test and simple regression to explore the impact of stock market index on IPO 

location. The research results indicates that the price-earnings ratio and stock market index 

have a positive relationship with IPO location. In addition, comparing the listing 

requirements of the Chinese and American exchanges, the conclusion is that the company 

chose to list on exchanges with strict disclosure requirements, thereby obtaining a higher 

issue valuation and investor expectations. 

Keywords: IPO location, Price-earnings ratio, Stock market index, Listing requirements 
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1. INTRODUCTION 

In July 1999, the first Chinese Internet site listed on NASDAQ in the United States 

was CHINA-US, which opened the door for Chinese companies to enter the overseas capital 

market. Nasdaq is the world's first and currently the largest electronic trading market. 

According to Nasdaq statistics, Chinese companies currently have 277 companies listed on 

the NASDAQ exchange. With the achievement of Chinese reform and opening-up strategy 

and the improvement of the market economy, an increasing number of foreign investors 

have strong interests in Chinese companies, hoping to share the results of China's economic 

development. Thus, the world's major exchange markets are aiming at Chinese companies 

and attracting companies to trade on their exchanges. The rapid growth of the Internet and 

the high investment in the early stage must be accompanied by high risks, besides many 

Internet companies are asset-light companies, which means that enterprises are firmly 

grasping their core business and value-driven capital strategy. Thus, they are very difficult to 

obtain credit financing and have to turn to the securities market for direct financing. Since 

2014, Chinese Internet companies have set off a wave of listings in the United States. The 

Internet e-commerce platform giant Alibaba had raised to 200 billion US dollars for the IPO. 

In the same year, Thunder was successfully listed on NASDAQ. After that, Tencent, Weibo, 

and other social Internet companies, Jingdong, Vipshop Online Shopping Mall also 

successfully raised funds on NASDAQ. 

For Chinese companies when they choose to list on the exchange, they usually 

consider overseas markets or domestic market financing. Compared with overseas markets, 

the domestic market has lower listing costs (the ratio of companies listed on the mainland is 

4-5%, while the US rate is 10-15%) and can aggregate many intangible assets, such as brand 
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attention and talent attraction. However, in recent years, the growth rate of Chinese 

Internet companies that choose to go public overseas has grown geometrically. What 

factors are driving more and more Chinese companies to choose overseas listings? 

There are kinds of literature on the performance of listed companies and the choice 

of the listed market will be affected by many factors. Under the current trend of overseas 

Chinese listed financing, it is necessary to study the motivation of Chinese Internet 

companies to list on NASDAQ. This is necessary for the future financing development of 

Chinese enterprises and the development of China's capital market. The research results will 

provide certain suggestions for companies that will choose to list overseas in the future. 

Different scholars proposed different hypotheses for the motivation of overseas 

listings, such as the market segmentation hypothesis: companies enter the more developed 

capital markets to overcome trading barriers by listing overseas. Liquidity Hypothesis: The 

inspiration for the organization’s abroad posting is to upgrade the liquidity of stocks and 

hence lessen exchange costs. Signal Hypothesis: Information disclosure will influence the 

firm's choice of going public because overseas-listed companies need to pass reliable 

information to investors to attract people to invest. The access-to-capital hypothesis: 

overseas listing is equal to the channel of capital collection. According to Karolyi (1998), 

Biddle et al. (1992), Lee et al. (1995) research, find that information disclosure requirements 

at the time of listing are related to the company's decision to choose the stock exchange's 

listing decision. Furthermore, the company is willing to make IPO at Exchanges that require 

stricter disclosure requirements are listed because the whole disclosure level means that 

the company's prospects have reliably signaled and the stocks will have suitable priced. By 

contrast, the conclusion of Frost et al. (2012), Pagano et al. (2002), Durand et al. (2005) 

show that Chinese companies are listed abroad and are not listed on the domestic market 
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because Chinese government regulators have adopted various policies to control and limit 

the number of IPO; while US Securities Exchange cuts certain disclosure requirements to 

encourage foreign companies to enter US capital markets. Thus, The purpose of the study is 

to analyze whether Chinese internet company listing overseas are affected by listing 

requirements. Doidge et al. (2004), King et al. (2010), Pan et al. (2014), Su et al. (2007) 

Taylor et al. (2009) find that the primary motivation for listing is to raise funds for future 

development. The trading market with a higher price-earnings ratio, the company's 

valuation is more recognized from investors and the financing ability is stronger. This 

analyses paper will find the reason for Chinese internet company going public in US is the 

higher possibilities to raise more funds by testing price-earnings ratio. Besides, according to 

Marek et al. (2014), Brzeszczynski (2014) stock market index is positively correlated with the 

number of IPOs. This paper will examine the relationship between disclosure levels, 

financing capabilities and market indices and the choice of listed exchanges.  

There are five sections in the paper. The second part of the paper illustrates the past 

view of the previous factor. Thirdly, take a further step describing the factors and 

hypotheses. The next part introduces the model used to test the relationships and results. 

Last section makes a conclusion and limitations. 

 

2. LITERATURE REVIEW 
 

2.1       IPO Trend for Chinese Firms 

Many companies choose to cross-list in stock exchanges in different countries, but 

Chinese companies are a very special category. Other companies have already issued shares 

in the country before listing on foreign exchanges, while Chinese companies choose to list 

first abroad. The choice of a Chinese company's usual listing location will take into account 
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the concentration of the company's business and the increase in visibility. Zhang et al.(2010) 

The rapid growth of China's economy have stimulated the listing boom of Chinese 

companies, and the influence in the world financial market will also increase. Driven by the 

huge economic growth and the cumbersome process of domestic listing, Chinese companies 

continue to seek capital support in foreign markets. 

Pan et al. (2014) indicate that before 2000, most of the listed Chinese companies 

were state-owned enterprises. With the boom in the economy, the China Securities 

Regulatory Commission began to supervise the listing process. Enterprises enhance its 

competitiveness in the market by strengthening their corporate governance structure and 

reputation. Most Chinese companies listed overseas are from China's coastal conflicts. In 

addition, there are neighboring preferences for the choice of listing sites. 

 

2.2       Stock Market Index and IPO Decisions 

Most companies choose to make the IPO because of raising funds, thus IPO 

performance is an important consideration when companies select which exchange market 

should be used to list. Xiong (2019) analyzes the relationship between IPO scales and 

market index and finds that the amount financed of IPO and market index have strong 

positive correlation which means the market price is an important factor that affects 

managers make IPO decisions. Although Marek et al.(2014), Zinecker et al. (2013) and 

Escobedo (2015) study different countries’ capital market, they all find that there a 

significantly positive influence on stock market index and the number of IPO, thus, when the 

capital market make higher market-wide IPO hype, market returns and trading amount will 

become higher than before.  
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Brzeszczynski (2014) studies the WIG index in Polish will affect IPO decisions because 

of the number of initial public offering. Actually there are intervals which are the same as 

time lag existing in the change of stock market index and decisions for new IPO. Besides, 

Batnini et al.(2015) conclude that the current situation of exchange market will affect 

investors’ prospects and let underwriter accelerate(slow down) the IPO process. When the 

company decides to implement IPO, it usually analyzes the exchange's market rate of return 

to determine the start-up time. If the market is in a downturn, the company will postpone 

listing until market recovered.  

Marek et al.(2014) focuses on the initial public offerings in emerging market and 

shows the market index is used to measure the attractiveness of the capital market to 

investors, because the stock market index reflects the investor's willingness to invest, and 

then the number of IPOs will also be affected. By contrast, Younesi et al.(2014) examining 

the stock market in Malaysia gains opposite conclusion compared to previous researches: 

KLCI return which is the stock market index for Malaysia do not affect the funds raising from 

IPO.  

  

2.3       Listing Requirements and IPO Decisions 
 

2.3.1      Disclosure Levels and Listing Decisions 

Both Durand et al.(2005) and Lee et al.(1995) find that financial disclosure level have 

some relationships with IPO decisions as a signal model. The company will choose an 

exchange with a high level of financial disclosure, because once the company is willing to list 

on the market with strict listings requirements that the company's future development 

prospects are good. The higher level of disclosure means that the more information the 

company passes to investors, and then the new listed stocks will be priced very successfully. 



 7 

But more listing requirements mean higher listing costs, companies often strike a balance 

between these two. Saudagaran et al.(1992) directly examines whether disclosure levels 

affect firms’ choices for IPO at foreign exchange market or not and indicates that the 

answer for research question is yes, accounting statement and information disclosure are 

the main consider factors for IPO decisions based on differences principles between 

different government policies about tax, business and laws. In addition, Karolyi (1998) also 

expresses that disclosure requirements are the most significant barrier to list overseas.     

2.3.2      US Listing Requirements 

According to Zechner et al.(2002) and Durand et al.(2005) compare European 

exchanges and American exchanges to conclude that the ability of European exchanges to 

attract companies from all over the world is lower than that of US exchanges, because 

European exchanges have higher transaction costs to let financial reporting statement 

become compliance, lower disclosure requirements and shareholders' profit protection is 

poor, thus more companies choose to list in the US. In addition, the US stock exchange 

market has attracted a large number of high-tech and export-oriented companies with 

helping these companies expand rapidly without any leverages. Saudagaran et al.(1992) 

describes the requirements in US exchanges: First, foreign companies need to provide the 

similar financial information for foreign government and US exchanges. Second, exchanges 

managers always ask foreign company to find a local adulting company to make acceptable 

adulting agreements which will increase period time of IPO and extra accountant fees. Thus, 

these complex requirements will let some companies which want to enter foreign exchange 

market as soon as possible consider choices of exchanges again. Li and Wang (2014) which 

analyze the relationship between the location of IPO and capital market structure compare 
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US exchanges and Hong Kong exchanges finding that negative news have general effect on 

stock price in the USA.  

2.3.3   China Listing Requirements 
Because of listing requirements in Chinese market, most Chinese companies choose 

to be listed overseas. Wu (2014) offers an experiment about cross-listed Chinese firms and 

realizes that the China Securities Regulatory Commission controls the number of IPOs which 

are allowed to be listed in the country each year and sometimes suspends IPO activities for 

a long time. These kinds of regulatory constraints have led many companies wishing to IPO 

to wait a long time for approval on a long list. Some companies which are eager to go public 

have to spend a lot of time and resources to seek a special approval from the central 

government, thus, some companies that are worried about missing the best time to market 

are choosing to list overseas. 

Li et al. (2014) find that the overseas market mainly helps the company to raise 

funds through equity, and the company's debt is generally concentrated in the domestic 

market. In addition, Chinese companies in the United States can make a relax on their listing 

constraints and gain more capital access.  

2.3.4      Chinese company listed in the US 

Nasdaq makes some special listing rules for Chinese firms which decide to list 

overseas to attract them to access-capital. Carcello et al.(2014) comparing US-recorded 

firms from other countries and US-recorded Chinese companies indicate Chinese 

corporations have more possibilities to avoid high quality annual check by adulting US 

company. Frost et al. (2004) show that US securities exchanges motivate foreign companies 

to make initial public offering in US through Securities and exchange commission reduce 
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some disclosure requirements which applied for us registrants. Besides, the methods of IPO 

always depend on the disclosure level of listed information.     

 

2.4 Firm Value and IPO Decisions 

2.4.1      Access to Capital and IPO Decision 

Due to the large scale of financing in overseas capital markets, it can meet the 

demand for capital by Chinese companies. Companies have a lot of incentives to decide to 

go public, such as increasing liquidity and avoiding market segmentation. The main 

motivation is to raise funds in the market for the company's future development. Bing 

(2009) discovers that listing process are transparent and time intervals are short which 

means companies can control the suitable time to make listing. Taylor et al.(2009) have the 

same conclusion as Bing (2009) and also show that if the expectation of companies future 

profitability is very high or if the value of the whole corporation is higher than that of 

entrepreneur, the best choice of firms is to list overseas. Su et al.(2007) and Zhang et al. 

(2010) show that Chinese stock market is not mature enough, which means that many large 

companies listed in China are not able to accumulate enough funds, but may also lead to 

stock crashes. At the same time, listing means that a large amount of capital goes into the 

market frequently, and companies listed abroad have higher leverage to raise funds. 

Chinese companies will consider the Hong Kong market and the US market when 

they choose to go public, all for the purpose of financing. More listings in Hong Kong are 

aimed at better cross-listing in the A-share market. Chou (2005) Listing on the Hong Kong 

Stock Exchange and the US exchange enables higher liquidity and increased visibility. It is 

also improving the company's information environment, thereby improving opportunities to 
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increase the value of the company and providing external financing at a lower cost of 

capital. Doidge et al. (2004) 

2.4.2      Price-earnings Ratio and Firm Value 

When analyzing firm value, most researches choose to use PE ratio to calculate. 

Wang et al. (2007) use P/E ratio to detect whether a company's overseas listing can have a 

higher company value and find that Chinese companies have higher P/E ratios in the 

domestic market with a local premium. In addition, mainland companies have higher P/E 

ratios in Hong Kong than Hong Kong-listed companies, as investors in Hong Kong have local 

preferences for mainland companies, resulting in higher valuations and lower capital costs. 

Bing (2009) show that price-earnings ratio can directly reflect the value of corporations but 

the size of the company and profitability as control variable should will result the different 

level of PE ratio. Overseas listing is a good way to reduce market segmentation and get 

higher corporate value. 

Financing environment as the main consideration for firms which want to go public 

in the world. When the surrounding of stock market is closed, the capacity of investors are 

limited which means could not satisfy the demand of IPO. When the price-earnings ratio are 

higher, recognition degree are also higher and have more benefits for company to raise 

funds. Xiao (2013) 

 

3. METHODOLOGY AND DATA 
 

In this section, I am going to discuss the dataset from the samples and models and 

hypothesis which I used to prove assumption.  

 

3.1 Discussion and Explanation of  Dataset 
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In this paper, I focus on why most Chinese Internet Companies choose to do the 

initial offering Price in US stock exchange market such as NASDAQ rather than A share 

market in China. Through the access-to-capital hypothesis and firms’ prospectus, I find that 

listing requirements, firm value and stock market index have some relationships with IPO 

decisions. First, I collect the listing requirements from two different stock markets to 

compare their disclosure level of information. Then, through Wang et al. (2007), I use P/E 

ratio to represent firm value, because P/E ratio directly reflects the enterprise value and 

price index. I collect seven quarterly data from each firm from March 2018 to September 

2019, but in order to guarantee the validity of the P/E ratio, I eliminate the loss of the 

quarterly data which means P/E ratios are negative and choose profitable quarter as 

analysis data. Considering the diversities of the enterprise scale and profitability level of 

listed companies may also lead to the different level of P/E ratio, I use market capitalization 

to stand for company size and ROE to represent profitability.  

To analyze the relationship between stock market index and stock price, I use 

NASDAQ market index and stock price of five firms. To make sure the accuracy of the test, 

the paper uses weekly change during one year from November 2018 to November 2019 to 

attach enough amount. All the research data in this paper come from Bloomberg and Yahoo 

Financial website. 

 

3.2 Discussion of Sample  

Because most Chinese companies choose to do IPO, I just concentrate on Internet 

industry and the data I use to test the relationship between firm value and IPO decision are 

twenty companies, while ten firms are listing overseas and others are listing in China. The 
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boom of most Chinese companies go public is from 2018 until now, thus the data from 

March 2018 to September 2019 do not have much absences and there are no big 

fluctuations in the price-to-earnings ratio. Furthermore, the five internet firms which I use 

to test stock index are all listed in Nasdaq and have similar market capitalization, operation 

systems and future developments.   

3.3 Discussion and Explanation of Methodology 

This study is adopted a descriptive-correlational research design, evaluating the 

relationship between some variables. First, I will use a multiple regression analysis to find 

the relationship between P/E ratio and IPO location because of some control variable firm 

size and profitability. Second, to test the relationship between stock price and stock market 

index, I will initially use a simple regression analysis and then through t-test to find whether 

there is no difference in mean changes or not. Finally, I just make a chart to compare the 

listing requirements of two stock exchange market. 

   

3.4 Discussion and Explanation of Model and Hypotheses 

Model 1: to analyze the relationship between firm value and IPO decisions. 

𝑦 = 𝛽0 + 𝛽1𝑥1 + 𝛽2𝑥2 + 𝛽3𝑥3 + 𝑒𝑖 

Where 

𝑦 = 𝐼𝑛𝑑𝑒𝑝𝑒𝑛𝑑 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒, 𝑃𝑟𝑖𝑐𝑒 𝐸𝑎𝑟𝑛𝑖𝑛𝑔 𝑅𝑎𝑡𝑖𝑜 (
𝑃

𝐸
 𝑅𝑎𝑡𝑖𝑜) 𝑖𝑛 𝑡ℎ𝑒 𝑞𝑢𝑎𝑟𝑡𝑒𝑟𝑙𝑦 𝑡 

𝑥1 = 𝐾𝑒𝑦 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒, 𝐼𝑛𝑖𝑡𝑖𝑎𝑙 𝑃𝑟𝑖𝑐𝑖𝑛𝑔 𝑂𝑓𝑓𝑒𝑟𝑖𝑛𝑔 𝐿𝑜𝑐𝑎𝑡𝑖𝑜𝑛 

𝑥2 = 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒, 𝐹𝑖𝑟𝑚 𝑆𝑖𝑧𝑒 (𝑀𝑎𝑟𝑘𝑒𝑡 𝑐𝑎𝑝𝑖𝑡𝑎𝑙𝑖𝑧𝑎𝑡𝑖𝑜𝑛 𝑖𝑛 𝑡ℎ𝑒 𝑞𝑢𝑎𝑟𝑡𝑒𝑟𝑙𝑦 𝑡) 

𝑥3 = 𝐶𝑜𝑛𝑡𝑟𝑜𝑙 𝑣𝑎𝑟𝑖𝑎𝑏𝑙𝑒, 𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐸𝑞𝑢𝑖𝑡𝑦 (𝑅𝑂𝐸)𝑖𝑛 𝑡ℎ𝑒 𝑞𝑢𝑎𝑟𝑡𝑒𝑟𝑙𝑦 𝑡 

𝑒𝑖 = 𝐸𝑟𝑟𝑜𝑟 𝑡𝑒𝑟𝑚 
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 The purpose of this model is to test the relationship between IPO location and P/E 

ratio, and I define that when this firm do public overseas, key variable 𝑥1 should equal to 1. 

By contrast, when this firm make IPO in China, key variable 𝑥1 should equal to 0.  

Hypothesis:  

1. At the significance level of 5%, the P/E Ratio have no significant relationship with the IPO 

location. (Chinese companies' listing in the US is based on better market financing 

conditions.) 

2. At the significance level of 5%, the P/E Ratio have no significant relationship with the 

market capitalization. (The higher market capitalization, the lower P/E ratio.) 

3. At the significance level of 5%, the P/E Ratio have no significant relationship with the 

return on equity. (The higher return on equity, the lower P/E ratio.) 

Model 2: to analyze the relationship between stock market index and IPO decision.  

To calculate the return of stock price in quarterly time period: 

𝐶ℎ𝑎𝑛𝑔𝑒 𝑜𝑓 𝑆𝑡𝑜𝑐𝑘 𝑃𝑟𝑖𝑐𝑒 =  
𝑃𝑡 − 𝑃𝑡−1

𝑃𝑡−1
× 100 

Where 

𝑃𝑡 = 𝑆𝑡𝑜𝑐𝑘 𝑝𝑟𝑖𝑐𝑒 𝑖𝑛 𝑡ℎ𝑒 𝑞𝑢𝑎𝑟𝑡𝑒𝑟𝑙𝑦 𝑝𝑒𝑟𝑖𝑜𝑑 𝑡 

𝑃𝑡−1 = 𝑆𝑡𝑜𝑐𝑘 𝑝𝑟𝑖𝑐𝑒 𝑖𝑛 𝑡ℎ𝑒 𝑞𝑢𝑎𝑟𝑡𝑒𝑟𝑙𝑦 𝑝𝑒𝑟𝑖𝑜𝑑 𝑡 − 1 

To calculate the Market index in quarterly time period: 

𝐶ℎ𝑎𝑛𝑔𝑒 𝑜𝑓 𝑀𝑎𝑟𝑘𝑒𝑡 𝐼𝑛𝑑𝑒𝑥 =  
𝐼𝑡 − 𝐼𝑡−1

𝐼𝑡−1
× 100 

Where 

𝐼𝑡 = 𝑆𝑡𝑜𝑐𝑘 𝑖𝑛𝑑𝑒𝑥 𝑖𝑛 𝑡ℎ𝑒 𝑞𝑢𝑎𝑟𝑡𝑒𝑟𝑙𝑦 𝑝𝑒𝑟𝑖𝑜𝑑 𝑡 

𝐼𝑡−1 = 𝑆𝑡𝑜𝑐𝑘 𝑖𝑛𝑑𝑒𝑥 𝑖𝑛 𝑡ℎ𝑒 𝑞𝑢𝑎𝑟𝑡𝑒𝑟𝑙𝑦 𝑝𝑒𝑟𝑖𝑜𝑑 𝑡 − 1 

MAR = Change of stock price – Change of Market Index 
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Hypothesis:  

1. The change of Stock price have no significant relationship with the change of stock 

market index. 

2. There is no any difference in mean changes between stock market index and stock price 

during the same period. 

4. ANALYSIS AND FINDINGS 
 

4.1 IPO Trend 

As shown in Figure 1, the number of IPO Chinese internet company, which listed in 

US, has steadily increased from 2010 to 2018. At first four years, firms are more likely to 

choose to go public in China rather than overseas, while after 2013 most firms begin to 

make IPO in US. There were two waves of overseas listings in 2014 and 2018, and many 

literatures predict that more Internet companies will choose overseas listings in the future. 

Figure 1 The number of IPO in A-share and US 

 
 

4.2 Price-earnings Ratio and IPO Location 

To find the answer for the last research question, I use a multiple regression to 

analysis the relationship between price-earnings ratio and IPO location. “𝑦 = 𝛽0 + 𝛽1𝑥1 +
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𝛽2𝑥2 + 𝛽3𝑥3 + 𝑒𝑖” In this model, 𝛽0 represents the constant term; 𝛽1, 𝛽2, 𝛽3 stands for the 

coefficient of key variable: IPO location and control variable: firm size and profitability level. 

The data set consists 10 firms listed in China exchange market and 10 firms listed overseas 

based, which are all internet companies.  

Table 1 and Table 2 show the descriptive statistics of various variables of Chinese 

Internet companies going public in the domestic market and the NASDAQ.  

By comparing the average and median of P / E ratios in the two markets, it can be 

seen that the P / E ratio in the US market is higher than the P / E ratio of Chinese Internet 

companies listed in A-share. Focusing on the variance and standard deviation of the price-

earnings ratio in the two markets, it can be found that the variance and standard deviation 

of the P / E ratio of the Chinese Internet companies listed in NASDAQ are greater than those 

of firms listed in the domestic market, indicating that Chinese firms listed in the US market 

has a large degree of dispersion for price-earnings ratio. Thus, assuming the null hypothesis 

that at the 𝛼 = 5%, the P/E Ratio has no significant relationship with the IPO location.  

Each descriptive statistic of market capitalization for Chinese internet corporations 

listed in US market are larger than those of firms listed in China. It shows that most of the 

companies listed in NASDAQ are large-scale enterprises, and the dispersion degree of the 

total assets of Chinese companies listed in America is also large, indicating that the size of 

the Chinese companies listed in the United States is extremely uneven. Therefore, assuming 

the null hypothesis that at the significance level of 5%, the P/E Ratio has no significant 

relationship with the market capitalization. 

Focusing on the return on equity, except variance and standard deviation the rest 

descriptive statistic are larger for overseas market, which means firms listed in US market 

have more profitability to promote firm development. The difference between variance in 
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two markets represents there are huge distinction of profitability among firms. Thus, 

assuming the null hypothesis that at the significance level of 5%, the P/E Ratio has no 

significant relationship with the ROE.  

Table 1 Descriptive statistic for internet firms listed in Chinese market 

 P/E Ratio Market 
Capitalization 

Return on Equity 

Mean 46.4167238 6656.877778 6.0898127 

Median 26.6949 2467.5 9.645 

Variance 3449.44862 83787939.43 196.268673 

Standard Deviation 58.7320068 9153.575227 14.0095922 

Max 280.6093 45534.7 33.3539 

Min 4.9832 715.8 -25.6769 

 
Table 2 Descriptive statistic for internet firms listed in US market 

 P/E Ratio Market 
Capitalization 

Return on Equity 

Mean 173.440718 156271.813 13.6709 

Median 65.10465 37495.1 14.9548 

Variance 163165.812 37469000000.00 122.133099 

Standard Deviation 403.937881 193568.73 11.0513845 

Max 2597.4455 497204.1 34.0467 

Min 9.1151 2718.5 -4.5533 

According to table 3, variable 1 which is the IPO location has 0.02 p-value smaller 

than the significant level 0.05, which means “reject the null hypothesis.” Thus, price-

earnings ratio with significant level at 5% has a positive relationship with IPO location. 

Because the coefficient data is 135.95 larger than zero, it shows that internet firm which 

choose to go public overseas will have the higher price-earnings ratio. In other words, Some 

Chinese companies which are listed in China are too immature to be trusted by investors, 

and they will not be viewed as long-term development companies. The reason for this 

phenomenon may be that there is no localization plot when investors invest, but focusing 

on the company's potential capabilities. And as Chinese internet technology continues to 

grow, overseas investors' understanding of Chinese companies has increased and own more 

courage to invest, giving them higher stock valuations. 
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On the basis of table 3, both the p-value of market capitalization and return on 

equity are larger than 0.05, thus not reject null hypothesis which means firms size and 

profitability has no significant relationship with P/E ratio. The conclusion is consistent with 

previous prediction.  

Table 3 Multiple regression result for price-earning ratio 

 Coefficients t-Sat P-Value 

Intercept 69.13823297 1.94057808 0.054990968 

IPO location 135.9492352 2.27823831 0.02473718 

Market Capitalization 0.000136989 0.61825962 0.53774302 

Return on Equity -3.880813219 -1.7899965 0.07633681 

It can be seen from the regression ANOVA test table 4 that the regression equation 

passed the total test, because the statistical value of F is 3.119502541, and the 

corresponding significance F is equal to 0.029199244, which is less than any given 𝛼. It 

means that the overall regression effect of the established model is remarkable, and the 

linear relationship between the independent variable and the dependent variable of the 

regression equation is significant. 

Table 4 ANOVA Test for P/E Ratio 

F Significance F 

3.119502541 0.029199244 

The above results show that Chinese Internet companies are listed overseas based 

on better market financing conditions. The large scale of fund-raising in the developed 

capital market in United States can meet a large amount of capital needs of enterprises; and 

the overseas listing process is market-oriented, the procedures are transparent, and the 

cycle is relatively short. Therefore, Chinese Internet companies can better raise capital by 

choosing to go public in the US. 

 

4.3 Stock Market Index and IPO Location 
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In order to test whether stock market index will affect the IPO location, the first 

simple regression test which is used to decide the relationship between the change of stock 

market index and the change of stock price for each firms. I use six firms which have similar 

operation system and future development and NASDAQ index to complete this test. 

Besides, I collect seven quarterly data for each firm from November 2018 to November 

2019 and the sample size is 312.  

As shown in table 5, p-value is 0.000000000 which is less than 0.05 at significance 

level equal to 5%, which indicates that “reject null hypothesis.” Fluctuations of stock price 

plays an significant role in variation of stock market index, which is at the significant level 

5%. US stock exchange market with the higher market index are more mature than Chinese 

market, and US market can provide higher probabilities for firms to raise enough funds. The 

more change for the stock price, the more funds for company to collect and investors hold 

higher future expectations for firm development.  

Table 5 Simple regression result for stock market index 

 Coefficients t Sat P-value 

Intercept 0.274128924 2.246821804 0.025354849 

Change of stock price 0.254295483 10.78946477 0.000000000 

According to table 6, the simple regression model is effective. Due to the F value is 

very large, and the corresponding significance F which is similar as p-value is as close as 

zero, the regression model has statistical meanings and confidence level is higher enough.  

Table 6 ANOVA Test for Stock Market Index 

F Significance F 

116.4125501 0.0000000 
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The second test which is used to prove there is no any difference in mean changes 

between stock market index and firm stock price during the same period. From table 7, since 

P-value for t-test is 0.330026 which is higher than 𝛼 = 0.05, I do not reject H0 and conclude 

that the mean changes between these two variables are the same for the sample period. 

This conclusion is consistent with the simple regression that the change of stock price has 

the positive relationship with the change of stock market index. US stock market index 

quarter yield rate is relatively centralize distributed, hence the pre-IPO company can take 

the listing opportunity better. 

Table 7 t-Test: Paired Two Sample for Means 

P(T<=t) two-tail t Critical two-tail 

0.330026 1.96762113 

 

4.4 Listing requirements and IPO location 

The direct purpose for most people listing is to raise funds, but some Chinese firms 

want to adjust their firm structure management. Thus, they would like to become 

standardized management with investors‘ supervision through going public. Comparing the 

listing requirement between NASDAQ in US and A-share in China becomes a consideration 

for companies.  

NASDAQ: 1. The whole process of listing takes 6-9 months; 2. Passing the SEC risk 

assessment review and obtaining the underwriting opinions of the underwriters; 3. Signed a 

contract with the representative accountant and lawyer, formulated the registration 

documents; 4. Co-produce the public specification; 5. Attach the disclosure standard and 

receive the notice of approval for the effective listing. A-share: 1. The listing process takes 2-

3 years; 2. The one-year guidance of the securities company to establish a complete internal 
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system and information disclosure system and standards; 4. Publish the prospectus. The 

table 8 provide more details to compare. 

Table 8 Compare NASDAQ and A-share 

Standard Term NASDAQ A-Share 

Operating Record Recently three years main 

business recording based on 

GAAP and without any large 

change for executive. 

Continue operation for more 

than 3 years. 

Profitability 

Requirements 

Accumulate pre-tax Profit in 

three year must larger than 

$6.5million; In last year profit is 

at least $4.5million. 

The net profit of the last three 

fiscal years is positive and 

accumulatively larger than 

30,000,000 RMB. 

Minimum Market Value One billion dollar There are no specific special 

provisions, but the total value 

should not be less than 

¥30,000,000  before the issue. 

The Minimum number 

of public shares 

The number of outstanding 

shares for public is larger than 

2.5 million; The number of 

Shareholders which own more 

than 100 shares is larger than 

5000.  

Offering more than 25% of the 

company's shares to the public. 
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Securities Market 

Regulation 

The mechanism is relatively 

mature, and the regulatory 

system and supervision intensity 

are strong, with a high degree of 

marketization. 

The market is not mature 

enough. 

Through comparing NASDAQ and A-share, it is not difficult to find that the listing 

process in the United States is relatively smooth and the cycle is relatively short, while the 

listing process in China is tedious and the cycle is long. The application conditions in the 

United States are relaxed but the disclosure requirements are more stringent, which is more 

attractive to Internet companies, because Internet companies need a large amount of 

financial support in a short period of time, and strict disclosure requirements can make 

investors have high expectations for the company's future. Listing in overseas markets 

means that a company needs to improve its corporate governance structure and establish 

an efficient corporate management team to meet the needs of investors, so as to provide 

support for the company's future development. 

This research paper mainly examines the motives of Chinese companies going public 

in the United States. The limitations of receiving data also exist in this paper. The limitation 

of the time node selection for the test, because the value of the time period is different, the 

analyze will receive the impact of the current time period policy, thus, I only intercepts the 

recent from 2018 to 2019 data, the data results for the current historical interpretation is 

better, but historical trend factors may be ignored. The subjectivity when selecting a 

representative company will also affect the data's weight and the impact on the price-

earnings ratio is not only the company's market capitalization and return on equity. Many 
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influencing factors are difficult to quantify, which also has certain limitations on the 

research. 

Based on the possible limitations of this paper, the related future prospects of this 

research are proposed here. The first is the test of this method for other overseas listing 

destinations, such as joining the Singapore Stock Exchange and the European Securities 

Exchange to verify whether there are large influencing factors between different listing 

places. Secondly, increase the number of industries studied instead of being limited to 

Internet companies, which can be expanded to public companies and family companies in 

various industries in China. 

 

5. CONCLUSION 

This paper conducts an inductive analysis of the current status of Chinese Internet 

companies listing overseas, and finds that more and more Chinese Internet companies 

choose to list overseas. Based on the analysis of the motives for overseas listing of Chinese 

companies, the motives for overseas listing of Chinese Internet companies can be 

summarized into the following three aspects: First of all, the financing conditions are 

important motives for Chinese Internet companies to list in the United States. Empirical 

evidence shows that companies with larger financing requirements in IPOs are more likely 

to choose US exchanges for listing, and their investors gave higher evaluations in the 

valuation, verifying the hypothesis of capital availability. Price-earnings ratio has a 

significant relationship with IPO location and the price-earnings ratio index is obviously a 

positive explanation for the financing motives of Chinese Internet companies going to the 

United States. When the company issues an initial issue, it will estimate the ratio of the 
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issue price to the profit and income. The higher price-earnings ratio, the more capital 

companies with the same income expectations can get in this market.  

Then, the stock market index also has a significant relationship with IPO location. 

The stock index of the American stock exchange market is higher than that of the domestic 

A-share market. Chinese Internet companies choose to list on market with a higher stock 

index in order to be able to raise sufficient funds in a short period of time. Finally, Chinese 

high-quality Internet companies going public in the US have their inevitable aspects, such as 

simple processes, short cycles, large capital markets, high capital mobility, more 

comprehensive information, higher corporate governance requirements, and better legal 

and regulatory systems. Under the strict regulatory environment in the United States, 

companies need to disclose their internal governance information evaluation reports in 

annual reports. In this environment, it is conducive to standardizing the behavior of 

enterprises, providing more pressure on market supervision, and strengthening the ability 

to control internal enterprises and risk management. The stricter disclosure requirements 

will make investors have higher expectations for the company future development and a 

higher issue valuation will have important implications for the company's initial financing 

and market attention. 
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