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Wk “Ownership Structure and Investment Efficiency: Evidence from the
Chinese Stock Market” ARG . 4542 : This paper studies the
cross—sectional relation between ownership structure and investment
efficiency in the Chinese stock market. We find that abnormal capital
investment is positively associated with Tobin’ s Q in the subsequent
year. More interestingly, investment efficiency is closely tied to
ownership structures. The relation between investment and Tobin” s Q
is positive and significant for firms with higher levels of non-
tradable shareholdings, ownership concentration, or state
shareholdings, while it is insignificant for firms with lower levels
of non—tradable shareholdings, ownership concentration, or state
shareholdings. Our results are broadly consistent with the Q theory of
investment. However, we demonstrate that the conflict of interests
between controlling and minority shareholders is an important
determinant of investment efficiency in the Chinese stock market. Our
evidence on the investment efficiency conditional on past sales
growth, cash flows, leverage, and cash dividends provides further

support for the above hypothesis.

Dr William L. Megginson, Professor & Rainbolt Chair in Finance
Michael F. Price College of Business, The University of Oklahoma. T
200612 H22 HAE A8k “EXTREME UNDERPRICING: DETERMINANTS OF CHINESE
IPO INITTAL RETURNS” “AARURH. YHEHME: The average underpricing of
Chinese IPOs is 247 percent, the highest of any major world market. We
model this extreme underpricing with a demand—supply analytical
framework that captures critical institutional features of China’ s
primary market, and then empirically test this model using a sample of
1,397 IPOs listed on the Shanghai and Shenzhen Stock Exchanges between
1991 and 2004. We find that Chinese IPO underpricing is principally
caused by regulation. The government regulator sets a cap on pricing
IPO shares and stipulates IPO allocation quotas to control the supply
of IPO shares. There is also a very long time gap between going public
and the actual listing of shares for trading, which adds to the

already high investment risks in China’ s primary markets.
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