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The Effects of IPO Pricing and Investors’

Valuation on the Corporate Ownership Structure
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Abstract

In order to attain ownership dispersion, the firms must transfer partly
shares to public in the IPO process. That will change the original ownership
structure and result in separation of ownership and management. The agency
cost will rise from negative effect of monitoring mechanisms. This paper
adopts Jensen and Meckling (1976) agency theory and Leland and Pyle

(1977 ) signaling models to explores the effect of IPO pricing and
investors’ evaluation on the corporate ownership structure. Our main
findings are summarized as follows :

First, the higher ownership by insider and board of director holding is
positively correlated with TPO pricing and investors’ valuation. Second,
supervisor’s holding is unobvious relation for PO pricing and investor’s
valuation. Third, the higher level of management team holding has a great
impact on [PO pricing and investors’ valuation. Fourth, our empirical results
that higher institutional holding has benefits of IPO pricing and investors’
valuation. Fifth, under discount condition, the relationship between families’
shareholding ratio and investors’ valuation is negatively. Sixth, there is
significantly positively relation between stockholding rate of the biggest

stockholder and IPO pricing. Under premium condition, stockholding rate of

I



the biggest stockholder is negatively associated with investors’ valuation.
Seventh, the auditor reputation is significantly positively related to IPO
pricing and investors’ valuation. Eighth, the relationship between

management team ownership and initial return are significantly positive.

Keywords:IPO, IPO pricing, Investors’ valuation, Ownership structure
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