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A9 R Rl B s g VCRE XA@ 714 FE AU 71 Ao gl 714
AR CAR AR CAR AR CAR AR CAR
) 053 059" 063 063" 065 065 043" 043"
(15.82) (15.82) (9.03) (9.03) (18.38) (18.38) (6.69) (6.69)
2 003" 062" 0.05" 0.68"* 0.04" 069" -0.02 046"
(2.68) (15.35) (33 (9.4) (4.85) (18.35) 0.93) (6.42)
3 0.00 062" -0.01 067" -0.01 0.68™* -0.01 0.46™
(0.52) (14.59) (-0.72) 9.12) (-1.07) (17.04) (~0.42) (6.22)
4 0.01 0.63™* -0.01 066" -001" 067" ~0.02 0.44™
(0.78) (14.01) (-0.54) (8.67) (-1.96) (16.06) (-1.09 (B.77)
5 0.00 0.63™° -0.01 065" 0.00 066~ 0.01 045"
(0.49) (1356) (-0.71) (8.33) (-0.7) (15.71) (0.65) (5.73)
6 0.00 0.63"" ~0.02 063" 0.00 0.66™" 0.00 045"
(-0.39) (1301 (-1.94) (7.83) (-0.69) (1511 (0.14) (562)
7 0.00 063" -0.01 062" -0.01 0.65™" 0.00 045
(-0.42) (12.89) (-1.01) (7.59) (-1.54) (14.61) (-0.27) (5.36)
8 -0.01"" 061" 0.00 062" 0.00 0.65™" 0.02 047"
(-231) (1277 (0.09) (7.5) (~0.53) (14.38) (1.32) (5.23)
9 -0.01 061" 0.00 0.62"" 0.00 065" 0.01 48"
(-1.34) (1264) (0.14) (7.711) (~0.58) (14.42) 0.97) (5.3)
10 0.01° 0.62"° 0.00 062" 0.01 065" 0.01 0.49""
(1.66) (12.65) (0.09) (7.65) (1.25) (14.5) (1.25) (5.23)
1 0.00 062" -001" 061" 0.00 065" 0.01 0.50™"
(-0.07) (12.8) (-2.3) (754) (-0.02) (1437 (0.95) (5.27)
12 0.00 0.62" -0.01 0.60"** 0.00 0.65"* 0.00 0.50"*
(0.06) (12.89) (-0.55) (7.62) (-0.56) (14.34) (-0.05) (5.25)
13 -001" 061" 0.00 60" 0.00 65" 0.01 051"
(-2.02) (12.78) (0.24) (7.58) (0.05) (14.35) (1.1 (5.34)
14 0.00 60" 0.00 0.61°° 0.11 064" -0.01 051"
(-0.8) (12.75) 0.27) (7.56) (-1.04) (14.42) (-0.62) (5.42)
15 0.00 60" -0.02" 059" 0.01° 065" -0.01 050"
(-0.36) (12.63) (-2.48) (7.39) (2.24) (14.61) (-0.49) (5.44)
16 0.00 60" -0.01 059" 0.01 066" 0.00 050"
(-0.19) (12.68) (-0.76) (7.44) (1.06) (14.62) (-0.03) (5.48)
17 -0.01 059" -0.01 058" 0.00 066" 0.00 150"
(-1.63) (12.59) (-0.93) (7.35) (-0.12) (14.65) (-0.11) (5.52)
18 0.00 059" -0.01 057" 0.00 066™" -0.02" 048"
0.79) (12.75) (-1.16) (7.34) (-0.08) (14.65) (-1.74) (5.41)
19 -001" 059" 0.00 057" -0.01 065" -0.01 048
(-2.14) (12.63) (0.49) (7.62) (-1.54) (1457) (-0.8) (5.4
20 -0.01" 057" 0.00 057" -0.01""* 064" ~-0.01 0.46™"
(-2.07) (12.28) (-0.49) (7.34) (-2.88) (14.42) (-1.37) (5.29)

21 -0.01" 056™" -0.01 055" -001"" 0627 -0.01 0.45

(-1.98) (11.93) (-0.54) (7.28) (-3.22) (14.17) (-1.55) 0
2 -0.02" 055" -0.01 054" 0.00 062" -0.02" 043"
(-2.29) (11.32) (~0.61) 7.07) (-0.34) (14.07) ~2.26) (4.78)
2 -0.01 054" -0.02" 052" -0.03™ 060" -0.03" 040"
(-1.63) (11.21) (-2.35) (6.64) (-6.33) (13.45) (-2.68) (4.39)
2% 0.00 054" -0.01 052" -0.01" 059" 0.00 040"
(0.25) (11.26) (-0.97) (6.49) (-2.26) (13.12) (0.02) 4.27)
25 0.01" 055" 0.00 052" 0.00 058" 0.00 140"
(2.08) (11.46) 0.57) (6.44) (-0.82) (12.59) (0.03) (4.31)
% 0.00 055" 0.02" 054" -0.01 0.58™" -0.01° 039"
(-0.71) (1152) (2.2 (6.64) (-1.65) (12.95) (-1.82) (4.24)
27 0.00 .55 0.01 055" 0.01" 058" 0.01 040"
0.04) (11.59) (1.61) 6.87) (2.16) (12.95) (1.55) (4.36)
28 0.00 55" 0.01 056" 0.00 059" 0.00 041"
(-0.43) (11.65) (1.13) (6.9) (-0.26) (13.13) (0.46) (4.45)
29 0.00 055" -0.01 056" 0.00 059" 0.01 041"
0) (11.61) (-1.29) (6.63) (0.82) (13.01) (0.55) (4.45)
20 -0.01 054 0.00 056" 0.00 059" 0.01 042"
(-1.24) (11.32) (0.5) (6.82) (0.46) (12.98) (0.51) (4.47)
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The Effect of Banking
Relationships on IPO Underpricing
: Evidence from Korea
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<abstract)

Using a unique data set from a sample of 343 IPOs during the period from January 2001
to September 2003 in the KOSDAQ stock market, this paper investigates how a firm's
pre-1PO relationship with a bank affects the firm's IPO underpricing phenomenon. Contrary
to the findings by James and Wier (1990) using the U.S. data, we find no evidence that a
pre-IPO banking relationship can help reduce IPO underpricing. On the other hand, we find
that firms without pre-IPO banking and venture capitalist relationship have the smallest
abnormal returns. Our results suggest that the KOSDAQ market participants positively
perceive firms with pre~IPO banking and venture capitalist relationship as good quality firms
and demand more issues when they go public. It also suggests that in the Korean IPO
market, there has been over demand for issues of firms, which have had pre-IPO
relationships with banks and venture capitalists. .
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