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Abstract

Previous dudies have documented tha iniid public offerings (IPOs) ae typicdly
underpriced. This dissartation has two mgor objectives. Frd to test the exigence of
underpricing in the Kuala Lumpur IPOs. The sudy by Dawson (1987) is extended by
industry-specific sub samples with the am to determine whether different busness
sdtors show a gonificat  difference in underpridng levds Second to study
Rock’s( 1986) information asymmelry mood of underpricdng.  The findings show thet
underpriang phenomena of JPOs occurs in the Mdaysan maket, with the indudrid
sctor contributing the mogt to the overdl underpricing and is found to be significantly
different from other sectors.  Uding the proxies for ex-ante and ex-post uncertainty, the
sudy tends to explore the rdationship between the levd of underpricing and the
uncertainty surrounding the new issues  The results support the propodtion by Beatty
& Ritter (1986) thet the levd of underpridng is postively rdated to the uncertainty
surrounding the new issues
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1. INTRODUCTION

The exigence of undeqricng for initid public offerings (IPOs) of common dock
aopears to be a recurring phenomena across mgor capital markets. Previous sudies
indicate that the underpricing occurs across a number of different time periods and
samples (McGuinness, 1992). In Mdaysa, a qudy by Dawson (1987) for twenty one

TPOs for the period 1978-1983 provides smilar evidence.

This sudy is a replication of McGuinness’s (1987) sudy. For the TPOs in the Kuala
Lumpur sock market, the levd of underpricing, as wel as possble explanations of the
underpricdng phenomena ae determined.  Furthermore, this sudy extends Dawson

(1987) by uang a larger sample from a more recent time period.

This dudy has two mgor objectives Frg, to determine the levd of underpricing for
newly liged shares in the Kuda Lumpur Stock Market for the period 1990-1993. In
totd gxty gx IPOs were andysed which compares favourably with the twenty one

issues scrutinised during the period 1978-1983 in Dawson (1987) for the same market.

The previous sudy by Dawson (1987) is extended by sdlitting the sample of IPOs into
industry-specific sub-samples. It is amed to dlow comparisons of underpriang leves
across different busness sectors. Further, the market index used to adjust for the price
movamat differs from Dawvson (1987). Indead of udng the KLSE Indudrid Price
Index as in Dawson (1987), the current study uses the KLSE Composite Index. The
resllts are compared 0 as to identify any dgnificant differences in the results when

wsing different indices
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