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RN A ARSIV LI 3279.94 {2 0T, Hoh &40 2801 S5 A 1052.95 1278, i LIt 30% ; B A
a5 R A4 55 50% , 10 519.99 127T, 25 M B By B4 4 ) W e — i h
HCEY R R S A B EEORIE, BUA I R B AR & BB IR B A SR 25 AT, BT
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Jei ), VA IOAS 3 4 HY AT oA AR A i B 45 SR W B | O F o 4 AL R BN @ 7K B B TE TPO B
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PE Regulation, Commissions in Secondary Market and IPO Allocation in

Primary Market——Evidence from Rejection by Underwriter
ZHANG Xiao—dong'*
(1. School of Accounting, DUFE, Dalian 116025, China;

2. China Internal Control Research Center, Dalian 116025, China)

Abstract: Fairness is not only the primary responsibility of regulator, but also the basic requirement for all
regulations. From 2014 to 2015, IPO underwriters were entitled with limited discretionary allocation by rejecting a
certain portion of IPO subscription. However, the discretionary allocation was terminated by regulatory body in order
to promote fairness in January 2016. This paper takes advantage of the unique setting of China disclosure to study
IPO allocation. IPO subscription and allocation are publicly available in China as well as commissions between fund
companies and underwriters. Results show that commissions paid by funds to underwriters in the secondary market
increases the probability of allocation to fund companies in the primary market. The positive effect on allocation
probability is more significant when the performance of IPO is better or underwriter depends on fund commissions.
Although PE regulation rules out the impact from bidding pricing, commission can still help fund companies by
raise subscription volumes. The positive effects on allocation come from IPOs with high subscription rejection
portions, which are determined by the commission from funds. The results show that under PE regulation,
commissions have negative effects on fairness in the IPO allocation.

Key Words: discretionary allocation; bookbuilding; commission
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