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IPO Regulation Premium and Resource Allocation Efficiency

Abstract: CSRC imposes strict restrictions on IPO, which gives rise to the shell value of
the listed firms in China. With a comprehensive hand-collected reverse mergers (RMs)
sample, we find that the shell value is about 4 billion RMB on average. We propose a
ESV/MYV index to measure the shell content in the share price. Using an exogenous policy
shock, we show that ESV/MV indeed capture the shell value of listed firms. Lastly, we
test how shell value content influence corporate policies. We find that firms with higher
ESV/MYV tend to invest less, finance less, and payout less. The existence of shell value
largely reduces the resource allocation efficiency of capital market.
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S HifE Rsize log (7T A& AE/P R 300 2 & 18T ED

%8I



IPO B3k IPO_rej IPOFEZE AR, 5T 1- Gl PO BN EE/ L&
S Al B D
HfFR insider NEEEE, FTHFES., KAESNEERA WKL

EL ol 2 A
ret minfE BE, &0 12 43 B T 115 3 18 3
Yo 2

2. SRR 5
FATH 2007 F 2] 2015 £ A lg BT A F FEAR & MRS #E BdE, v T
Beggm L AR Oy “5e” AR, BATELWN logit [l A4

Pr(Shell, =1) =b, + b,Rsize, , +b,ROA, , +b,sales _g, , +b,ST, ,

+b,IPO _rej, , +bjinsider, , +b,ret, , +e, i

Hb, WA m M AR & shelly, WHR LT AFLE t FHAT 7L S, shell
BT, AUHEC 0.

S HREMERY —FRXIEER (7)) BFEIES R . Rsize WREE E N7, Ui
BTN BT AR g BT MR B S ; ROA Ml sales g M REEEFE N,
BSZ5e i Bl AR SR 2 ST REEE A, WHARTE IR LT AH
g m T S25E; PO _rej & AIE, VIR & 19 IPO BUR Bk ™ 4%, i A 7 g {5 52
I 8RR s insider M1 ret W ZENIE, U b i P9 S S A i S A0 IRl ik A B
TS 545 EH M.

FAh, AN A AL 5T M2 X0 T ™~ #E % . Campbell et al.(2008) % A L 2
F B 1AL TS5 IR BRI T A B RRAE S ARATT R B B A ] e BB RRAIE A
RrEAGmERRE M ESRFEE T8AE. £ (2) Fld, RATERERB OIS BT
EHAFRME AR (lev) SIHEFA R (cash), KI lev Ml cash 1 REFF A B
=, WGBS AHEIFAR DN ET AR ESS “LR” NEENER. EHAA
Z 55 SR E LN FEMEC R T JmSe i, “siai” BAESS L
FEFS S

WATHZR 5 o By e B o BT A R Pr:

Pr, = (1+exp(—(—21.034 -1.824 x Rsize, , —11.477xROA,_, —0.879xsales _ g, ,
+0.728x ST, , +0.009x IPO _rej, , +1.376 xinsider, , +0.574 xret, ,)))

(8)
x5 PrikeERE
B o 4 Y (2)
Rsize -1.824%*** -1.822%**
(-8.66) (-8.66)
ROA -11.477%** -11.423***
(-4.20) (-4.10)
Sales_g -0.879** -0.883**
(-2.39) (-2.40)
ST 0.728*** 0.735***
(2.86) (2.76)
IPO rej 0.009*** 0.009***
(2.74) (2.72)
Insider 1.376*** 1.395***
(3.25) (3.20)

H9W



ret 0.574* 0.579*

(1.89) (1.90)
lev -0.024
(-0.15)
Cash -0.261
(-0.29)

Constant -21.034*** -20.969***
(-10.98) (-10.89)
N 15825 15825
pseudo. R2 0.190 0.190

*p<0.1  ** p<0.05 *** p<0.01

PO A O oy (0 A 56

WA~ (o) A (8) FATA BLIHE W — A B AR T SV M E 7
# Pr, HMAE AN (3 FRFROME ST ENE BRI ESV/MV:

ESV/ MV = SVXPr

SR, B AR SV AT Pr (A T2 HE T BT A F AR, A BRI L R,
ESV/MV & 5 1) & 1 By se (B 2 AU Bk 1 BTy 2 =] (1 B SE A ? AT,
FATH — A E B of i R AG 56 ESV/MV $i8 b 19 AT S84

(—) BURHMH

2016 £ 6 H 17 H, iEl& kA (R TiEM< b A = H K5 = 8 48 5 Jp >
e (AESR & AR D)

“LHEEIFET ISR, A SN E L, MRS ER IR
Frigm, &FE#— PRI EA LB RS, £ i EE T M. BIRRE Sk
R FE T A5 A BT R R B AR T . KR HE R R A B e DA B ke b g i 5
BEMAHIBR.

BRI 7 5 MW A, BT B AR B S M2 Pr, 3k s b
T EW AR ERMME (ESV). H2lH FIXANEE Rk L, Bt AS
AL AR MESIME. W ESV/MV st & 7 M E &2, B4 ESV/MV &
b A E 2 BENZECR W RO, RENESECA I E M E (BSV) B R REM R
F; ESV/MV K1 BT A & T B S0 k& A i se A B30 o b, TR 52 B BUKR 19
N, BB RS AS 2 L AR A .

() Wik

BATRIE R B 6 JEM L AR K ESV/MV f8ks8 B A FFH 0k 5 4,
¥ ESV/MV i) —41% X NE ESV/IMV 4L, ¥ ESV/MV AR — 41 & N
ESV/MV 2 . AR =5 14 43 B v 48 36 1 799 4 I8 22 70 I8 5 i o s 70 8 2000 28 3 02 15
FREZER, BAEKERTIENT:

(D) BATE XBE MG SN0, [-30, -1501 94515, [-2 21 FH 4w . 4G
THE W, AT S R B R A T g R SR T CAPM AL A = [H 7R B 1) beta,
A3 B F AR N CAMP 558 R0 = R R A FR 4) A B OIE R AR R TE A
PATTHHE R ZE 1 B A 4R R (CAR) N R Pl R s Bl Ew IS R 2 %,

4 http://www.csrc.gov.cn/pub/zjhpublic/G00306201/201606/t20160617_299035.htm
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(2) BATH A & ESV/MV A ZZHAMK ESV/MV A=A FFE N T
ZiHBAIE R E (CAR), FEXT M4 251 CAR BEATE T A 56 DAKS 56 79 20 % 22 10
CAR BB fFERE E R

B2 FIRE 3 4y R T B ph i B 2T CAPM AR BRI = [R5 284 ) 11
ESV/MV A flx EFMK ESV/MV A E 1 R BAk &G % (CAR). AILLER], HiE
oW E A7 EWEUGR G, = ESV/MV 4% 2245 B 5 10 50 8 AU 25 % . CAPM i 3%
Ja ) BB 25 R N -2.6%, — KT R AR B 5 i B AR 3 R N -1.8%; T
ESV/MV 21 B EMM A% JL A2 5m, B4 B4R R 7 5N -0.01%F1 0.00%. X i
AT E R EE R T & ESVMV Bl AR MM, HERERZK
ESV/MV L ili A B E . BT US55 b i BURAU RZ i L7 A =] (1 B s 0 (8

(ESV) T AN B s, FULIRATIN AN ESV/MV fEbrtfi scfif & 7 Lii & A 1
Fe AN & A S J S E

A, BATRIAEBUR AT — K, W @I G kR, X 58K E

i S5 T 3 W S A7 AE — 8 FE B A4S B EE AR L

0.005

0.000
-0.005
-0.010
-0.015
-0.020
-0.025
-0.030

== o= {f ESV/MVZH e 5 ESV/MVEH

& 2 CAPM = H!F% A CAR

0.005
0000 @ memmm—ecccccc————————.

-0.005

-0.010

-0.015

-0.020
-2 -1 0 1 2

== o= {FESV/MVEE e S ESV/MVH

B3 ZEFHREEEG AR
F. mRMES RS EAE RSB

T E A AEAE A AR BT A w BIAE 28 A Mg gl B A 1T ) By e s
SR E KRG G, w7 Bl ks TSk drizh . Bk,
A A T R o B, S5 R 0 W 2 A BT RR AR e B i sl it K
dlv gty Bl 2 55 LWL B e M E . S, BT 2 w5 T R O AR
W55 SR, X5 A T A A AE DA KK L, AEBAL KT 5
— 75 T A2 HH T AR AR IV 55 BORAE AT B8 A e KU B I N DA R B AR S i A4, it
MM T LA Z 56575 LW SRR . A5d, FATH M ESV/IMV 15 brfa 5
b m Y SE O E S X AL AT N R

ER



(—) FEAER KA &8 X

FATIEHL 2006 F 2] 2016 FH A i ARENPFAEAR, FEKRK ESV/MV
XF AL B AT R BB AT O BASORBUAT N s, BT A | #EE Sk H T CSMAR
s PE o AT KM KA B LR 6 fras:

Ko BEE N
W R Az & Capex BB AR, ST REE R R/ E R

F}:
PIPEs MR, 2N, B0
Payer REMETIRI, A1, BHNO
AL ESVIMV | Zfirfa & &, Wil (3)
P ) AR Size ST R H

Tobing (BHERAf) /AR
Cashflo |&EHINLEHE/ L&

w

ROA S AT R /e B

Age A b 4 3%

Lev AR, ST B/ B 6

return TS AER R, fT 12 S H BEE AR T 0
A A i

vol TR AR, HIRZEW R s =

turnover | % EE &K,

new WIS BRI AE 2 AR DL IEL 1, A TIEL 0

RE/TE MWL, T (BAAWE R ERE) /55
insider WEB N EE ], 2T, . & ROt
Pub SEO | i R MV AE KRR =F AT T A&, WH 1, &

M B 0
SOE RHENEA, 2B 1, FNE O

(=) FebirE & Exb b o = 88T N R
N TS ESV/MV X ik #5% BE4T 9 B2 M, BATT R P T AR (] A 7R

Capex, =¢,+C,ESV/MV, , +c,Controls, , + f, +Vy,,+¢€,, (9

Hrp, ¥R RN Capex, EEMBEAL TN ESV/MV, Control Jy# il & &,
145 size. tobing M cashflow. [ 8 %o P A8 P In) 8, fie 8 A0 42 1 A 2 39 5 J5 — B -
[F) I, FRATTIN N ARl 2 T ) ] g N £ DA ) Al T AR S R 2R,y D I TR ] E R
I o XF R BT bR AE R TE RN Z T AT TR Ccluster) Ab#.

T TRMEAR (9) MRIREIR, (1) FIM (2) F2ET 2006 4F~2016 4 4 &
FWAFRREAK B . ATLES], ESV/IMV B AEE N, HHENES
HEMETARSET B oHTE. — D@ R: Ll AR K ESV/MV
i, Ut BH 5SRO T B S p R BR B R, DR bR ) T d i SR AR B S B e AN
B R 5 Bt oSG [ 5E 95 77 Mo i 45, HETM I N BT A w2 5 A8 5 A S I R B R AT 5
PMERE, Rk, ESV/MV A i b 17 2 w2 0k £ ek 2> 4% 9% 3 283500 A 5 77 ik B« i
707 W H

ST BRI S5 R — AN EO A ESV/MV 5 & AT NI K R 2 BIVEAE
TG = BT LN BT ARMEART? Ny TR A AR, RATER 7 (3)

12 W



M4y BBk 7 ST bBi A mFEARS, X (9) BEFHT Ffak, 2R KN
ESV/MV 3 2 35 PR AR /NS L3 A7 2840, 0 B B AT IR [l U 45 2R 9 B0 1 3 23
AR E T

RT wH S EN A F AT N

2R A 4k ST FEA
(1) (2) (3) (4)
ESV/MV -0.200*** -0.200%*** -0.190*** -0.201***
(-6.08) (-6.80) (-4.64) (-5.46)
Size -0.022*** -0.025*** -0.027*** -0.029***
(-10.22) (-15.07) (-11.32) (-16.11)
Tobing 0.003*** 0.003*** 0.005*** 0.005***
(4.03) (5.39) (5.57) (7.23)
Cash flow 0.062*** 0.060*** 0.057*** 0.054***
(6.66) (6.49) (6.08) (5.84)
Constant 0.223*** 0.254*** 0.264*** 0.285***
(11.61) (18.59) (12.51) (19.35)
FE Yes Yes Yes Yes
YE Yes No Yes No
N 15675 15675 14450 14450
Adj. R? 0.383 0.377 0.403 0.398

*p<0.1 **p<0.05 *** p<0.01

(=) Febirfa & & xb b2 =) Bl 5347 o8 I 52
FEX — 70, AR K ESV/MV X A b @il 85 47 9 i 2 o AT R 25 T AR
K10 logit [B] ) A5 7 .

Pr(PIPEs, =1) =c,+Cc,ESV / MV, , +c,Controls, , +i,+ VY, , +€,, (10D

Hor, PR As &8 PIPEs, WIR B AR t FHAT 7€ MK, 4 PIPEs
EF 1, ST 0. FEMBEAEN ESV/MV. £% Alt1 and Sulaeman(2012),
{1k H size. tobing. ROA. age. capex. Lev. return. vol. turnover A } new 1N
AL B, I H A HAT ke RS 1 R TR RO y e BT A A R RN 4 o AR B Y S —
W, 0 R HN AR R AT TR E (robust) AbER.

R 8RMBA (100 MELE R, (1) FIA (2) FIRET 2006 £~2016 44
HEMARFEARNFEIEELR . 7TCLE R, ESV/MV FI I REEE M, U E
SEEES AR, 6 TE T RS AT N AR RS BTl
A FH) ESV/MV R i 15 B 58 U 5 AH X T B0 S A (B B E L, A OB 1) T 08 I A 5 AL
Oy SEI AN AE, AH 2 AR 0 15 A S i AR E O R R, WA 52 BT A R
Al HAS AR ME B, Rk, ESV/MV BE i BT\ 2 R kb 7 A 7RSS 5 i
() I B Rk B2 AT M .

AT (3D A (4) FIhHIER T ST LW AFFEA, KB ESV/MV R H 18
PERIR NS LT 3G 224k, BEBHIRATRY [ 3 45 SRR A AR £ 5.

* 8 SEME G R b A R BT O R
SRR IF ST #f 4
(1) (2) (3) (4)

15 AR R TG ST AR, MACHEKBTEIEK, LHRMEGME TR,
H13 T



ESV/MV -7.520*** -2.822** -7.739%** -1.255

(-4.38) (-2.22) (-3.64) (-0.83)
Size -0.089** 0.086*** -0.200*** -0.006
(-2.46) (3.02) (-5.10) (-0.20)

Tobing -0.039 0.033* 0.048* 0.116***
(-1.64) (1.72) (1.91) (5.85)
ROA 1.720*** 1.129*** 2.115*** 1.096*
(3.88) (2.87) (3.51) (1.94)

Age -0.226*** -0.198*** -0.306*** -0.255***
(-4.70) (-3.89) (-6.00) (-4.77)

Capex 3.731*** 2.775*** 3.639*** 2.635***
(7.83) (5.94) (7.33) (5.44)

Lev 1.199*** 0.795*** 3.089*** 2.468***
(8.52) (6.86) (15.12) (13.00)

return 0.883*** 0.823*** 0.740*** 0.718***
(8.83) (8.67) (7.27) (7.40)

Vol 0.155 -1.457*** -0.055 -1.772%**
(0.72) (-4.05) (-0.21) (-4.54)
Turnover -0.029* 0.032** -0.041** 0.020
(-1.91) (2.34) (-2.55) (1.37)

New -0.605*** -0.711*** -0.592*** -0.682***
(-3.86) (-4.51) (-3.75) (-4.28)
Constant -2.006*** 0.149 -1.602*** 0.731
(-3.71) (0.27) (-2.82) (1.27)

IE Yes Yes Yes Yes
YE Yes No Yes No

N 15558 15558 14366 14366
Adj. R2 0.033 0.067 0.046 0.081

*p<0.1 **p<0.05 *** p<0.01

VO SeE & &5 B A " IR BLAT A H 52 )
EX 5, AT ESV/MV X AN IRBLAT NEI S0 o AT F 3 T 1 AR
BIE I logit [|] 9 A5 A .

Pr(Payer, =1) =c, +c,ESV / MV, _, +c,Controls, , +i, + Y, ; +€, (1D

Hrr, #iBEAEEN Payer, WR LW AFE t Fi4T T L4, A Payer
T, BET 0. FEMBEA RN ESV/MV, % Chay and Suh(2009), #&11%
ffl size. RE_TE. insider. Cash. age. ROA . tobing fE NiE#| L w . FK, HEF
e R 5 Bk B 2 8 ) o) 40 O (BR B B AE, 2014), FRATHD pub SEO I SOE LA #% 41|
T A AT AR AN AT AR . AT S T AT [ N i RIS T RO y. BT
ARy H AR E I — B, X KRBT AR AR AT TR Crobust) AbEE.

FORXMER (1) WAL, (1) FIR (2) FI| 25T 43R A 1 B E 5
ATLLEE], ESV/MV IR EZE G, WHRNESEES0 EdAas, @i
FET WD IRIAT N — AN REM MR Z: LT AR ESV/MV & Ui B 58 4
(IR E R Rl S 1 e SR S (a4 T [ R i B U = sl 5 2 | R s N
T I R TR 4 B R R I R AR 0 OG T A | SEAR B 1945 5 (Miller and Rock, 1985),
REEZ WS WA FF LA A TEE RS ST R P50

140



AT (3) A (4) FIHHIET ST LT ARFEA, KB ESV/IMV RE W L&

PEAK NS LB 2240, UL T SRAT R[] U3 25 R OF B Bl o BEA I 1 % .

K9 SeHE S B T A "R IAT O

EFEAR dE ST #EA
(1) (2) (3) (4)
ESV/MV -6.796*** -4.697*** -5.563*** -3.479%**
(-4.77) (-3.76) (-3.81) (-2.68)
Size 0.225*** 0.345*** 0.227*** 0.349***
(8.35) (13.97) (8.35) (13.97)
RE_TE 4,443*** 4,598*** 4.215*** 4.378***
(32.38) (34.07) (30.08) (31.73)
Insider 0.403*** 1.004*** 0.377** 0.977***
(2.65) (6.65) (2.47) (6.47)
Cash 2.152%** 2.198*** 2.098*** 2.146***
(9.34) (9.83) (9.03) (9.51)
Age -0.605*** -0.461*** -0.590*** -0.447***
(-14.59) (-12.07) (-14.16) (-11.63)
ROA 16.184*** 13.393*** 17.410*** 14.478***
(20.31) (18.36) (20.74) (18.89)
Tobing -0.100*** -0.049*** -0.105%*** -0.052%**
(-4.71) (-2.65) (-4.90) (-2.82)
Pub SEO 1.181*** 0.921*** 1.171%** 0.911***
(6.96) (5.49) (6.83) (5.37)
SOE 0.268*** 0.121** 0.274*** 0.125**
(5.24) (2.45) (5.32) (2.51)
Constant 1.820*** -1.166*** 1.726*** -1.279***
(4.05) (-3.16) (3.80) (-3.42)
IE Yes Yes Yes Yes
YE Yes No Yes No
N 14896 14896 14314 14314
Adj. R2 0.382 0.363 0.353 0.333
*p<0.1 **p<0.05 ***p<0.01

(PO o fe PR A 56

AT =A TR B S5 R AT TR (D ARBIE X E . AT
SRR ARE T . ROCHT S T AEAR AT TSR, AR . (2 AR
A, FEREAY (100 FIREAY (11D [k Se b, FRATT 25 i K 4% fif % 48 & 42 % Financing
(Rl ZE 2 5 i E ) A Div GRILA A E L), i —8m. (3) AFRMEIAY
o FEBLA (10) AIELAY (1) Mke e, FATH Famaand French(2001) A1 Chay and
Suh(2009)k H [#) fama-mecbeth B A 2] V4 773, S50 — 3.

N~ SR BRI

UE W 0 SR R AT B A% H AR A3 V2 b e SR A e B, B AR H T
A DA A 58 BT I AR T SR BL AR B o AT R B A 5 BT A 5 Bl
ALAGMWI T T A BT PO & H i (FEdirED:

(D BATVRIAF Ll AR EME R LTS ZMEAERKESR . RKH
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AT FNEN 881476, BN 74078, A BTHIHHI 57N E N 40 1278 N
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2) BMHET AN EE LT A RN ZMESEMIER ESVMV. FIH
2016 FAF M 2W EET EERX —4 4w d, AT ESV/MV #8858 1) 7] 51

(3) FATFH ESV/IMV K56 T R ESEmMzm B AF TN RATKI
A FE 8 S & 10 T A & T R SR O AR S5 SR, B AR R B A D # R
e DA el XEe Bk MR RBRAK T AT 3 10 52 R BC B 3R .

HF AR RS, AT NIAE K IPO F &Z HAF) T 2K L 50 K E . IPO
BRI AT A EES N LT AR EE A SEWEgEEE R AT LR
THERE ROEFEF a8, Zb TN RS FERAREFREN T, WMRFEKT A
TR BRI & AR . RIe A NIESK N, HEATEM®, A sef) €M 5t A i35
TR B G, Mk 2 TS T 3 A0 A% ML B B R G B D) RE L B SEAR A TR R B
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FEe5E . WD E AR, (CRFERY LR BN SIPOT 7 1 B AL B AR )
(4REhAFFT) , 20134E 45031 .

WD UE AR DR, (R “SEZ AR PO S . HitH g R S B AT IS E
Y, (REWRY , 20124E 551281,

R AR, (HESEARL RS BT RS ——K 8 SR IPOR) SZIEE 4 ) |
CERAEAY , 201245118,

ZZIAFRME, (KEREHT. FHEIPOREAE BEXMR)Y , (LA Z) , 201455505

XK AN REMS,  (ALSr B BURE S A EIPOFIAT ), (L TEHEIT) . 20054 5505
.

g e, ST IE. RS VWM, (ERbh. AELSSERM R ——%
TSTEARMBIY , (ERBFFL)Y , 20145505,

FrRMEFR, (FHEMPE F AT F R LT REIPORA A BUEH ), CFFiH#EF ),
20094 550331 .

AR, BERRMERY, CERWSOBCESHE ETARSLATHN) , (LFH
Fo) . 201445506 .

R FERE K, R EIPOS M Z 1k “ e M7 I /& “FL & B 20, (&
HESA) , 20104E 55063 .

B AR, PR T A FABCRTHAE A 2 B SEUERE L), (A BFEAT) . 2008
SR04

R 5 BRI SR, (CAHBRE N G ——T i E 4% MRS AHR &
), CEIFEBEIR) , 2015455021 .

Allen F., Qian J., Shan S. C., Zhu J. L., "Explaining the disconnection between Chinas

16 7



economic growth and stock market performance”, 2015, Working Paper.

Alt1 A. and Sulaeman J., "When do high stock returns trigger equity issues?", Journal of
Financial Economics, vol.103, no.1(2012), pp.61-87.

Campbell J. Y., Hilscher J., Szilagyi J., "In search of distress risk", Journal of Finance,
vol.63, n0.6(2008), pp.2899-2939.

Chay J. and Suh J., "Payout policy and cash-flow uncertainty"”, Journal of Financial
Economics, vol.93, no.1(2009), pp.88-107.

Dow J. and Gorton G., "Stock market efficiency and economic efficiency: is there a
connection?", The Journal of Finance, vol.52, n0.3(1997), pp.1087-1129.

Fama E. F. and French K. R., "Disappearing dividends: changing firm characteristics or
lower propensity to pay?", Journal of Financial Economics, vol.60, no.1(2001), pp.3-43.

Grossman S., "On the efficiency of competitive stock markets where trades have diverse
information", The Journal of Finance, vol.31, no.2(1976), pp.573-585.

Grundy B. D. and McNichols M., "Trade and the revelation of information through prices
and direct disclosure", Review of Financial Studies, vol.2, n0.4(1989), pp.495-526.

Kyle A. S., "Continuous auctions and insider trading™, Econometrica, vol.53, n0.6(1985),
pp.1315-1335.

Mei J., Scheinkman J., Xiong W., "Speculative trading and stock prices: Evidence from
Chinese AB share premia"”, 2005, Working Paper.

Miller M. H. and Rock K., "Dividend policy under asymmetric information", The Journal
of Finance, vol.40, no0.4(1985), pp.1031-1051.

Morck R., Yeung B., Yu W., "The information content of stock markets: why do
emerging markets have synchronous stock price movements?”, Journal of Financial
Economics, vol.58, no.1(2000), pp.215-260.

Pan L., Tang Y., Xu J., "Speculative Trading and Stock Returns"”, Review of Finance,
vol.20, no.5(2016), pp.1835-1865.

Tian L., "Regulatory underpricing: Determinants of Chinese extreme IPO returns",

Journal of Empirical Finance, vol.18, no.1(2011), pp.78-90.





