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Abstract

Effect of Venture Capitalists on the ChiNext IPO First-Day Return in China'
Kang Kai' - Joseph Kwaku Ahialey” - Kang, Ho-Jung ™

In recent times the size of the world IPO in general has skyrocketed. Specifically, China's
financial market development is becoming important as both the size of China’s capital market and
the number of companies going public are gradually increasing. This has led to a rapid
development of venture vapital(VC) institutions in China for the past couple of decades. This study
focuses on one of the three markets of China’s Shenzhen Stock Exchange-the Growth Enterprise
Board((GEB) hereafter, ChiNext). The ChiNext is established in October, 2009 to enable hi-tech or
high growth potential technology companies that find it relatively difficult to fulfil the listing
requirements of either the Shenzhen Main Board or Small and Medium Size Enterprise
Board(SMEB) to go public.

This study covers a three-year period(2012/01/-2015/01) and analyze first day initial return of 83
venture capital-backed companies and 53 non-venture capital-backed companies using T-test.
Regression analysis is used as to examine the variables affecting IPO's first-day return. The
empirical results are four—fold. First, the level of first day return of venture-backed is significantly
lower than non venture capital backed support in the Chinese venture capital market. Second, the
level of first-day return of listed companies supported by foreign venture capital is significantly
higher than that of companies receiving domestic venture capital support. Third, the firms that
have a large number of venture capital firms showed a low level of first-day return. Fourth,
regression result for the IPO first-day return which is as dependent variable indicates that the
venture capital support(VCAP), number of venture capital(VCNum), offering size(Lnsize) and PER
all affect have negative effect on the first day imtial return. Also, the venture capital
type(VCType), turnover ratio and the the firm type(Tech—firms) statistically affect IPO first day
return positively. Finally, by shedding more light on the IPO first-day return, this paper provides

meaningful information to investors about the Chinese IPO market.

Key Words: ChiNext, Venture Capital, IPO First-Day Return
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