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Abstract

The level of competition in the industry of IPO emdriting has been under discussion since CherRéthel
(2000) pointed out an unusual clustering of grgseads at seven percent, involving almost all maieer
sized IPOs in the US. In Europe, underwriting faessignificantly lower and not as clustered. \iid that
the firms going public in Europe usually pay feetween 3 and 5 percent, but sometimes as low &861.2
Only 12% of European IPOs pay the median spreddusfpercent, while 76% of US IPOs pay the median
of seven percent. This variability makes Europerigilpged setting for investigating the determireiof

underwriter remuneration.

More reputable underwriters are paid more for tgkaompanies public, because they are expected to
provide a better service. However, independentymfrtheir reputation, underwriters provide different
optional services to the issuer. We question whethe services provided are related to the grossasis

and find that asking underwriters to stabilize fineee does increase the spread, whereas liquidippat
does not drive the spread. We further investigdtether the underwriters’ declarations are actyaligsued

in the aftermarket, and find that underwriters dbaccording to the issuers’ interests when proggrice

stabilization, while such an alignment of incensive not as clear in the provision of liquidity popt.
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1 Introduction

The level of competition in the industry of IPO emdriting has been under discussion since CherRithet
(2000) pointed out an unusual clustering of grgeeads at seven percent, involving almost all matéer
sized IPOs in the US. They argue that an implioitrf of collusion (strategic pricing) might have bee
adopted. Eleven years later, Liu and Ritter (20dddress the inconsistency of perfect competitivelats
and study the US underwriting industry as a seoiebcal oligopolies. The principal sources of netrk
power they identify are quality, which involves tleputation of the underwriters, industry expertessd the

ancillary services provided.

Chen and Ritter (2000) and Liu and Ritter (20113l deith IPOs in the United States. Europe presants
different story, in that underwriting fees are diigantly lower (Ljungqvist et al. 2003). Our owrat
confirm a gap of three percentage points betweenatlerage underwriting fees in the US and Europe.
Several reasons have been proposed to justifydifference, such as higher quality of services §itar
2003) or stronger litigation exposure (Lowry andiS®02). A recent paper by Abrahamson et al. (2011)
however, argues that the gap can only barely ldigasby the higher marketing costs, legal expereed
litigation exposure of US underwriters combinedm@re plausible explanation is the different levels

competition in the two underwriting markets.

Underwriting fees are also not as clustered in peiras they are in the US (Torstila 2003). We fimat the
firms going public in Europe usually pay fees betw& and 5 percent, but sometimes as low as 1.2594 (
the Peacock Group in London in 1999, or Snam Ret i® Milan in 2001). Only 12% of European IPOs
pay the median spread of four percent, while 76%J6f IPOs pay the median of seven percent. This

variability makes Europe a privileged setting fovestigating the determinants of underwriter rematen.

This paper relates the fees paid to underwriteressgyspreads) to the nature and quality of thawesthey
provide. Some services are granted in every IPQ.,(elue diligence, roadshows, book building, and
placement), others are others are optional (erige stabilization and liquidity support). The gtialbf the
‘standard’ services required in every IPO are egldb several factors, such as the characteristitge firm
going public, the risk of the offering, and the lityaand reputation of the underwriter. The progrsiof
ancillary services is instead specific to the offgrCeteris paribusinvestment banks should charge higher
fees if they offer ancillary services. Price staiilion and liquidity support are particularly cialcfor the

success of an IPO (Ellis et al. 2000), We test hdrethey drive up the underwriting fees.

We model the gross spread as a function of thrpestyf variables: (1) firm-specific, (2) underwrite
specific, and (3) IPO-specific. First, the natuféhe company going public is expected to affeetldvel of
fees. For instance, larger firms may be expectquhjoless than small firms, as do privatizationd BE€Os
(Torstila 2001b). In the second category, the r&gport or perceived quality of the underwriter isaurce of
bargaining power that raises fees (Fang 2005). Tlwascontrol for the ranking and internationalitiytbe

underwriter. The third category takes into accdbstlevel of services provided in the deal. Thi Espect



represents the main novelty of our paper, in thatmodel investigates whether a formal commitméhe

underwriter to provide ancillary services leadsigher fees.

The official prospectus declarations, though naidbig, disclose whether underwriters are ‘availatide
provide liquidity support and/or stabilize the prim the first month of tradidigHowever, one obstacle with
testing is that underwriters do not formally comtoitprice support, nor do they publicly disclosabilizing
activities. They decide ex post whether, and howhmto stabilize. Perhaps, a legally binding casttcauld
be too costly to define and to enforce (Leweller0®0 Since trading activity may be profitable for
underwriters, they may be motivated to intervers®e athen not needed. Vice versa, they may be relutda
stabilize the price of IPOs when it is costly. Wherefore investigate whether the availability tovide

ancillary services, declared ex ante, allows undegwg to charge higher fees.

The empirical setting of our paper is Italy, whem can access unique data provided by the stodiaege
(Borsa ltaliana), including detailed information tme fees charged by underwriters as well as oin the
services. Investigating the Italian underwritingrke may be instructive. First, its institutionatteng is
similar to most continental European countries,agnificantly different from the US market (Abrahson

et al. 2011). In the US, IPO allocation policieg discretionary for both retail and institutional/@stors
(Ljunggvist and Wilhelm 2003), while in Europe sémicannot be discretionarily allocated to retaiéstors
(Jenkinson and Jones 2004). Second, in the Itadiarket we can study the decision to go public detsif
the Anglo-Saxon financial system (Pagano et al819oth the UK and the US have well-developed &gqui
markets, and a related industry of financial intedmation centered on providing equity (La Portaakt

1997). Our analysis sheds light on financial intedmtion of IPOs in a bank-centered system.

Results reveal that firm and offer characteristiosdrive underwriting fees, because economies aesare
influential and because reputable banks are altbdogye a premium. Underwriters are also paidébilsze
stock prices, and issuers can pay lower fees byptiog the risk of no aftermarket support. Onlyf lndlthe
IPOs that require this service are actually staddi after going public. These offerings exhibit poo
aftermarket performance, therefore underwritersnseeact properly by stabilizing those IPOs thatalty
need it. The nationality and reputation of the umaier are also crucial in the stabilization démis foreign
and highly ranked banks act less promptly to supgtock prices, probably because they take pubilg o
high-quality firms that are less likely to underfjoem. Conversely, liquidity support is carried @nit90% of
the cases in which the underwriter was asked teigedt, if necessary. However, underwriters suppasre
frequently IPOs taking place during a positive neankhomentum, raising concerns about the alignmént o

incentives in the provision of this service.

The remainder of the paper is organized as folloBsction 2 provides a review of the literature on

competition in the underwriting industry and grogsread determinants. Section 3 describes the IPO

! A firm that goes public is required to publish @gpectus. This requirement is based on the gow@neigulations of
the stock exchange where the firm is to be listéah der Goot (2003) presents and compares the gcaspliability
with particular reference to the role of finandiatermediaries in Europe.
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underwriting industry in Europe. Section 4 explathe research design and methodologies. Results are

summarized in Section 5, and Section 6 concludeatutticle.

2 Literaturereview

In the US, IPOs widely adopt the ‘seven percentatswl’ regardless of offer size and underwritingstso
(Chen and Ritter 2000). Moreover, underwriters wiarsistently underprice IPOs experience superior
market share growth, instead of being penalizedldaving money on the table (Hoberg 2007). This
empirical evidence of spread clustering and ‘undiéew persistence’ is inconsistent with most of the
asymmetric, information-based models that atteropestplain IPO equilibrium, such as winner's curse
(Rock 1986), signaling (Allen and Faulhaber 19849] htigation (Beatty 1993). Liu and Ritter (201drgue
that the underwriting market in the US is best espnted as a series of local oligopolies, wherejtiadity

of ancillary services determines market power andeowriters exercise this power through underpgicin

rather than by charging higher fees. Hence, inlibgiuim, neither underpricing nor spread is comipedi

Chen and Ritter's (2000) original implicit collusidiypothesis is challenged by another line of netea
Hansen (2001) claims that seven percent is simipdyeffficient contract that best suits the IPO mirke
because its low concentration and weak entry baridee inconsistent with collusive practices. Tiast
(2003) documents that clustering also occurs oittfid US, though less pervasively, and need nginatie

in collusive behavior. Yeoman (2001) emphasizes$ $hacads are negotiated at the beginning of tke IP
process, when the expected outcome is still vepedain. Thus, issuer and underwriter cannot ifietiie

optimal spread and favor the seven percent solttiainop contracting costs.

However, efficiency-based models are unable toifjushe 3% gap between European and US fees.
Abrahamson et al. (2011) find that this differepegsists even after subtracting legal costs, whiehnot
included in European spreads. They wonder why,rmgibat the same banks dominate both markets, US
issuers are not charged European fees. The mastilgla explanation is the higher level of competitin

the underwriting market in Europe.

The issuer’'s and the underwriter's characteristies widely recognized as crucial elements in deténg
the level of fees. For instance, fees decrease offtr size due to substantial economies of sdaidef
1987). Underwriters receive a lower remuneratico ah privatizations (Torstila 2001b), and in vestu
backed IPOs (Francis and Hasan 2001). On the umitlers side,reputation is crucial. Reputable banks
charge a premium because they are able to obthighar price for the issuer (Chemmanur and Fulghier
1994) and because they also play a certifying ([®t®th and Smith 1986). In particul& S banks operating

in European markets are more costly because aféRkpertise in case the IPO has to be marketeueitus
(Torstila 2001b).



However, despite the growing interest in explainiihg underwriters’ remuneration, no existing stadiks
whether ancillary services affect the gross spré&had.only study on this question is Torstila (2001&hose
prediction that stabilization costs are anticipatgdthe level of fees finds no empirical supporet Yhe
provision of underwriting services can be subjectopportunistic behaviors. For instance, discretign
power in the allocation of shares allows underwsite give preference to rent-seeking investoisinlPOs,

in exchange for larger-than-normal trading commoissi The excess execution costs are known as soft
dollars (Loughran and Ritter 2002). Hot issues rap be allocated to company executives, in order t
influence their decisions in hiring underwriters fbeir own companies’ future IPOs and SEOs (Lid an
Ritter 2010). The underwriters’ conduct after tissue, when price stabilization and liquidity suppor
services are provided, also remains opaque (Agda20a0). Ellis et al. (2000) demonstrate that
underwriters take substantial inventory positiontsem stabilizing stock price, and both stabilizatem

liquidity provision are intrinsically profitable tities.

3 1PO underwriting in Europe

Figure 1 shows the distributions of gross spread$J5 IPOs and European IPOs in the period 1998200
More than half (76%) of US IPOs have fees at exastlven percent. Among European IPOs, there is a
difference of 2% between the first and third questi

[FIGURE 1]

This paper focuses on the IPO market in Italywbrch we have data on the entire population of IRCike
period 1999-2008 The IPO process in ltaly is briefly outlined imfle 1. The pre-listing phase includes
‘standard’ services: the typical marketing, priciand placement activities mandatory in all IPOke T
underwriter's mandate does not end with the begooif trading, since it often guarantees the sujtsan

of all or part of the unsold shares, if any. Moreg\the lead underwriter and the specialist arelied in

providing two aftermarket servicesPrice stabilization consists in purchasing shamethe aftermarket in

2 Data on underwriter services in the aftermarketmmovided by Borsa Italiana only until 2008. laly; Issuers can
choose among three public markets managed by Buwitigma: the MTA Mercato Telematico Azionafipwhich is the
main market; theexpandj dedicated to small companies (the minimum cdpétbn is one million euros); or the
Nuovo Mercatpfor young firms in high-tech industries.

% In Italian IPOs, the underwriting syndicate isitglly composed of three members: the lead undewtor ‘global
coordinator’); the sponsor, who is in charge of pbrmg with disclosure and transparency rules; tral specialist,
who provides liquidity in the aftermarket. In abaurte-third of our sample, the lead underwriter e specialist are
the same bank. We have data on the gross spreddgtiie underwriting syndicate, but no informatisravailable
about its division among the different membershef $yndicate. The gross spread is the commissairctmprehends
all the services provided by the underwriting sgati. The roles and services provided by the unitergy syndicate
in Italy, as described in this paper, are simiftaFiance and Germany, as reported in Georgen @049).
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order to prevent price drops, and is provided kg ahderwriter as soon as the stock price goes balow
certain threshold (typically, the offer price). Lidity support is performed by the specialist, thasts bid
and ask proposals to avoid excessively wide bidsgpskads and facilitate trading activity. Althouigbth
these services are carried out during the firsd@®@ by means of aftermarket trading, the mairedifice is
that while stabilization is performed in reactiangrice downturns, liquidity support is provided evhthe

bid-ask spread becomes too wide

Allocation devices such as overallotment, nakedtgbmsition, and greenshoe option are crucial fithlihe
decision and the extent of price stabilization. Diverallotment option is an agreement betweendbeer
and its underwriter that allows the underwriterstl additional shares up to a maximum of 15% ef th
offered volume., by borrowing additional sharesnfrexisting shareholders. Overallotment can be eithe
covered by giving back the corresponding amounimohey (greenshoe) or shares (stabilization) to the
lenders, or by a combination of the two. The grheasoption allows underwriters to leave the adddlo
shares on the market and pay them back at the pfiee, regardless of current market valuation.
Conversely, price stabilization consists in theamditer repurchasing shares in the aftermarket,gving

them back to the lenders.

Both greenshoe option and price stabilization carpérformed till 30 days after the beginning ofling
activity. Although they are not mutually exclusitbe key determinant of the choice should be ateket
stock price: if the IPO is traded above the offdcgy buying shares at the current market valuatien
stabilizing) would be more costly than exercisiig greenshoe option. Vice versa, if the IPO isddad
below the offer price, paying back the shares atotifier price (i.e. exercising the greenshoe) waulgly a
loss. Hence, stabilization is typically associatéth bad performing IPOs. Underwriters may alscetai
initial short position even in excess of 15% of dffering, known as ‘naked short’ position. In tloase, the

underwriter knows ex ante that it will have to eggén price stabilization.

[TABLE 1]

4 Resear ch design
4.1 Data and methodology

We collect information on the characteristics o, offers, and underwriting syndicates direcibni IPO
prospectuses. Information regarding price stahkibmaand liquidity support is provided by Borsalihaa

through the MarketConnect database. In particul@r,access the amounts of shares bought and sold by

* There is no threshold set by regulatory autharitiet triggers liquidity support. The specialistiahe issuer arrange
the terms of this service discretionarily.



underwriters both for stabilization and liquiditypgport purposes, throughout the first month ofitrgdThis
information allows us to identify which IPOs arecerstabilized and/or liquidity-supported by undgters,

and to what extent

We run three types of regressions. First, we us®ss-sectional OLS model to investigate the imfageof
ancillary services on the gross spread. Secondtwdy the ancillary service of price stabilizati®mnce the
intensity of this activity is observable only whéime underwriter decides to intervene, we correct fo
selection bias by employing a two-step Heckman gutace. In the first step, the dependent variable is
dummy related to the underwriter’s decision. Thigoal determinant is aftermarket performance, \whg
endogenous because it is in turn influenced bytigerwriter’s intervention. Thus, we adopt an instental
variable approach by employing a set of instrumamt®d at identifying bad performing IPOs. In tlkeeand
step, we study the determinants of the intensitgraie stabilization, with the dependent variableasuring
the quantity of shares purchased by the underwditeing the provision of this service, scaled bg finst
month turnover. An analogous selection issue afsebquidity support. However, since declaratismot
substantiated in only 6 cases, the estimation akkan’s first step would become ineffective. Thug,

employ a Tobit model treating the dependent vagialsl censored at zero in absence of this service.
4.2 Variables

Table 2 summarizes the definitions and theorefigslifications of the variables included in the ggspread
regression. We consider variables in three catego(il) firm and offer characteristics; (2) undetevr

characteristics; (3) and their actual provisiootillary services.

In the first group, we employ firm age at the IP©aaproxy for maturity, while size controls for aomies
of scale. We also include relative issue size,tidituratio, and institutional allocation. Since emgriting
IPOs in a very hot period may require lower effpyrtinvestment banks, with potential reductionsded, we
add the return of thETSE Italia MIBindex 100 days before the listing date (pre-IPQ@ketareturn), and the
number of IPOs in the previous twelve months (markementum). Finally, we include price revisione th
greenshoe option, claw-back clalsemd underpricing to see whether the gross spraacany predictive

power regarding their use.

The second set of determinants is related to tlemwriter. First, we include a dummy to indicateemh

non-Italian banks are involved in the process. Thderwriter's reputation is proxied by its markbase

® Stabilization data are disclosed in a report imitied to Borsa ltaliana by the underwriter at #el of the first
trading month, and is available for all IPOs. Lujty support is identified by a flag on trades anptished to this
purpose, although we have no information for 4Ghaf 87 offerings in which a specialist (liquidityopider) was
designated.

® Claw-back clauses are provisions allowing the mwdéer to shift shares from one investor categuryanother, in
order to manage different levels of oversubscriptiBertoni et al. (2008) find that underwriterslialy increase the
fraction of the shares allotted to the public whienfirst day return is negative.
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(proceeds) in the ltalian markefThe size of the underwriting syndicate is alsduded, because large

syndicates allow to share the IPO risk (Torstil@1).

Finally, the third group contains explanatory vakes. Two dummies identify IPOs that did not requirice
stabilization and liquidity support ex ante. Thmas to test whether issuers have the possibdityay lower

fees by renouncing the underwriter’s formal comnaitinto provide these services.

[TABLE 2]

4.3 Sample

The sample consists of 171 IPOs taking place ig itathe period 1999-2008. The median gross spiead
Italy is 4%, as reported in Table 3. Two importéattors affect the gross spread. The first is enves of
scale. Within the Blue Chip segment, where theayesize of IPOs is 1.5 billion euros, the medjaead

is only 2.7%. The second factor is uncertainty. Tighest fees are charged in tdeovo Mercatowhere
young (the median age is 8 years at the IPO) ahikrifirms typically go public. Higher exchangstiing
standards are indeed proven to screen out compiduaieare less prepared to go public (Johan 2@48),n
turn may opt for second-tier, less regulated mark®lismara et al. 2012). Here the median spread for
underwriters is 4.70%. There are other peculiaritiftheNuovo MercatoFirst, IPOs in this market benefit
from a favorable market momentum, with an averag@2oofferings in the prior year, since most ofghe
IPOs took place during the tech bubble period (33930). They also show the highest dilution ra8a.2%

on average) and the deepest underpricing (21.7%veragé). The Blue Chip segment is characterized by
the highest level of underwriter reputation (39.8faverage) and the strongest presence of foreigksb
(38.9%). They underwrite the 23% of the sample, arel totally absent from thExpandi market. The
overallotment and the exercise of the greenshodoropare quite common practices, occurring in
approximately 60% of the IPOs. Conversely, undeéergsiassume a naked short position only in 4.7%ef

cases. Approximately half of the IPOs are actustipilized.

[TABLE 3]

" We also defined underwriter reputation with refeee to the number of IPOs managed instead of dapiised,
finding similar results. These models are not rigmbim this paper.

8 The average value of the Standard segment igedflay the 532.6% underpricing of Finmatica, gooblis on the
main market in November 24, 1999, and then traredetio the newly launcheéduovo Mercatan October 16, 2000.
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The 171 IPOs of the sample are underwritten byiférdnt investment banks, as reported in Tabléadian
banks underwrite approximately three-quarters eflROs (Panel A of Table 4). Mediobanca is theitme
champion’, with the largest amount of capital (2#,€lmost half of the total), while Intesa Sanpaolo
underwrites the largest number of deals (48 IP@%; &f the total). Among foreign banks, five of tiop six
underwriters are based in the US. Foreign banks terbe involved in larger syndicates, with an ager
membership of 2.6, while Italian banks are mordimglto operate in small groups or even alone. Gont

to their domestic behavior and the results docuetehy Torstila (2001b), US banks are among thepssta
underwriters when operating in Italy. Their averéges range from 2.05% (Goldman) to 4.11% (Citigiou

However, in Italy US banks underwrite only the ksgoffers.

[TABLE 4]

5 Results

5.1 Gross spread determinants

Table 5 reports the regression resultdnderwriters that took companies public during tech bubble
(1999-2000) charge a fee premium due to the higiskrassociated with offerings mainly conducted by
small firms with no established track records andeutain growth prospects. Predictably, firm anterof
characteristics affect the level of underwriteesshuneration. According to Torstila (2001b), there & least
three explanations for the negative impact of sist, IPOs have fixed costs, such as prospectus
preparation, marketing and consulting, which bectese significant as offerings grow larger. Secdhd,
size of the IPO is inversely related to risk, irattrsmaller companies are typically subject to highe
uncertainty. Third, large IPOs are more soughtr dfyeinvestment banks, so competition may resulbver
fees. In less diluted offerings, suggesting an eathier than a growth strategy of the firm goindlpn and

in presence of lower institutional participationigreling weak interest by well-informed investors,

underwriters charge higher fees.

Prestigious banks benefit from a significantly gigsi fee premium. Increased bargaining power amd th
issuers’ perception that these banks are able twidgw higher quality services are both plausible
explanations. We also find that issuers that daeguire ex ante the stabilization service pay lofges. If a
firm going public is willing to bear the risk of raftermarket support, it can save on the remuroeratf its
investment bank. Finally, the level of fees does$ aaticipate whether prospectus declarations wall b

pursued or not, for both the two ancillary services

° As the Breusch-Pagan test detects the presenbetefoskedasticity, we use White’s heteroskedagticinsistent
standard errors. Variance inflation factors foritheependent variables are reported in Appendix 1.
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[TABLE 5]

5.2 Underwriter’s behavior in the aftermarket

We now examine the underwriters’ conduct in pravidprice stabilization and liquidity support. Figu2
offers a clear picture of how underwriters coves ihitial short position, undertaken in 62.6% of tiRPOs.
The graph refers to the end of the first month rafling, and shows the average fraction covered by
exercising the greenshoe option, and the averagéidn covered by stabilizing the IPO, both expedss
percentage of the initial short position (i.e., #6orresponds to the sum of overallotment and naked,

if any). IPOs are categorized in four groups, adicay to the number of days within the first momhathich

the IPO is traded below the offer price.

[FIGURE 2]

The largest fraction of short position is coverethg the greenshoe option, which is exercised rae¢aaly
constant rate, regardless of price trends. Thigigarticularly surprising, as underwriters hawe incentive
to exercise the greenshoe even for offerings ttzatet below the offer price, because they earn ifees
percentage of all the shares issued. Price statidiz is more intense in bad performing offerings,
confirming that aftermarket performance drivesptsvision. However, some stabilization activity o
even when the stock price keeps persistently highan the offer price. Stabilizing well performing
offerings is costly for underwriters, and raisesneoquestions about their behavior in the provisién

aftermarket services.

Therefore, we try to unveil the determinants of stesilization decision using a Heckman selectiaueh
We include overallotment, naked short, and greemshammies to control for short covering (i.e., ‘non
discretional’ stabilization). Price performance idgrthe first month is the driver for the provisioh this
service, but it is in turn influenced by stabilipat activity, hence endogenous. Therefore, we admopt
instrumental variable approach by employing thdofwing instruments for the 1-month buy-and-hold
abnormal return: pre-IPO market return, market maoma, underpricing and claw back clauses to retail

investors®. The results of this model are shown in Table 6.

19 Endogeneity is verified through Hausman (1978} téalid instruments must both explain stock perfance and be
uncorrelated with the second stage regressionuaisidOnce tested their validity, we checked exedgmwith respect
to the dependent variable in the main equationexctiidability from the regression through Hansedssst.
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[TABLE 6]

Underwriters do seem to support bad performing IPbe coefficient of the instrumented variable tioe
first month buy-and-hold abnormal return is sigrafitly negative, documenting that a poor aftermarke
performance triggers the provision of this serviddditionally, IPOs that experience a downward @ric
revision are more likely to be stabilized. Curigugbreign and more reputable underwriters are pesae to
provide this service. This may be explained bydhdogeneity of matching between issuer and undemwri
(Fang 2005): prestigious banks have stricter stalsdao they take public only high-quality firmsiatn are

less likely to underperform, and therefore lessljiko need price support.

Conversely, gross spread seems to be an ineffdéotieative for the undewriter’'s decision. Surprigin the
overallotment, greenshoe option, and naked shanntas are not significant, suggesting that undeengi
still act with a certain degree of discretion. T$exond column documents that neither offer sizetimer
extent of the short position are influential on thiensity of stabilization, measured as the voluhshares
purchased to stabilize, scaled by the first moathadver. Instead, the negative coefficient of tteetion of

exercised greenshoe confirms its substitutabititypfrice stabilization.

Table 7 reports the results of the Tobit regressimdels on the provision of liquidity support ineth
aftermarket. Surprisingly, we find that a positivarket momentum is associated with a higher prdibabi
and greater intensity of liquidity support. Thisymraise an issue of misalignment of incentives leetwthe
issuer and the underwriter, since IPOs taking pladavorable market conditions should be less egddo
liquidity problems. Performance-related indicatach as price revision and underpricing do not
significantly impact the provision of this serviceor do the underwriter's characteristics. Finalllye
significance of the stabilization dummy signals ymesgy between the two ancillary services: when

underwriters engage in price stabilization, thespdend to support liquidity.

[TABLE 7]

6 Conclusions

This paper investigates the relationship betweengtioss spread paid to IPO underwriters and thel lefv
service they provide, in a sample of 171 Italia@$Rhat took place between 1999 and 2008. Spdbjfica
we consider the levels of price stabilization aiglitlity support as concretely exercised (afterrairk
intervention). We observe that underwriters addfferént behaviors in the actual provision of theot

services. While only half of the IPOs with stalilibn are then actually supported, almost all tigyi
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declarations are fulfilled in the aftermarket. Weug investigate what are the determinants of the
underwriters’ decision. In general, they do seerstébilize IPOs that actually need it, since badiopsing
offerings experiencing downward price revisions ra@e likely to be price-supported. Hence, undeessi
act according to the issuer’s interest. On therdthed, such an alignment of incentives is notlearan the
provision of liquidity support. We also test whatlige level of fees anticipates the actual provisibthese

ancillary services, but the results do not showeglictive power.

This study provides a valuable contribution to literature on the remuneration of IPO underwrit&hile
extensive research in the last decade has higatighte clustering of gross spreads in the US,dfest has
been spent investigating the variability of Eurapézes. In particular, the relevance of ancillaeywges is
still unexplored. Our analysis sheds new lightlosirtrole in determining fees by documenting a igicgmt
impact of the underwriters’ stated commitments. Tiesults have direct implications for financial
intermediaries, and open a new perspective on ssuof market power and differentiation in the
underwriting industry. This study also ascertaing behavioral patterns followed by underwritergha
actual provision of services, opening up new dioect for future research. For instance, compangisgg

public may design contracting schemes that moexdely align the underwriter’s interest with thewn.
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Table 1. Therolesof the underwriting syndicatein Italy
List of activities provided by an underwriting syoate through the IPO process. The ‘in charge adumn defines whom, among
the syndicate members, is in charge of providirgsirvice.

Service Description In charge to

Panel A: pre-listing activities

Syndicate coordination  Coordination of the undeimgi syndicate activities Lead Underwriter

Due diligence Valuation of going public companypasgential investment Lead Underwriter, Sponsor
Pre-IPO marketing Roadshow, meetings between toagament team and institutional investors  Lead dmdter

Book building Gathering information on institutidriemand Lead Underwriter, Specialist
Pricing Definition of the offer price Lead Underwriter

Placement Distribution of shares among investors Lead Underwriter, Sponsor

Panel B: post-listing activities

Underwriting Subscription of unsold shares, if any Lead Underwriter
Price stabilization Purchase of shares in theratieket Lead Underwriter
Liquidity support Posting of bid and ask proposalthe aftermarket Specialist
Reporting Publication of reports and disclosurpride sensitive information Sponsor, Specialist
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Table 2. Variable definitions

Name

Definition

Theoretical background

FIRM AND OFFER
Firm age
Size
Relative issue size
Dilution ratio

Institutional allocation
Pre-IPO market return

Market momentum

Price revision

Claw back to retalil

Underpricing
Greenshoe exercised
UNDERWRITER
Foreign underwriter
Underwriter reputation

Syndicate size

Log of 1 plus firm age (in years) at tR®I
Log of IPO proceeds adjusted for inflatiomressed in 2008 Euros
Number of shares offered oretPO outstanding shares

Number of newly issued shares over-{?O outstanding shares

Fraction of shares resdrte@ institutional investors by prospectus
FTSE ltalia MIBindex return over 100 days prior the IPO

Number of IPOs in the Italian madkeing the 12 months before listing

Percentage difference between tfee pfice and the midpoint of the

preliminary price range

Higher uncertainty in younger companies
Economies of scale on gpread

Newly issued sharesaserenderwriter’'s valuation uncertainty (Yeoman1)00

Institnél participation is necessary for an IPO to becessful (Aggarwal 2000)

Markétmes capture investment opportunities, investatisent and other
unknown dynamics (Lowry 2003)

Favorablekatsentiment makes trading activity more profieatolr
underwriters (Ellis et al. 2000)

Price revision should impound public and privateimation on investor demand
gathered in the bookbuilding process (BenvenisteSmindt 1989)

Fraction of shares shifted friostitutional to retail investors after the initia Balance of cold demand of informed institutionaldstors with hot demand of

allocation, as percentage of total number of offesieares
Percentage difference between firgtafficial price and offer price

Dummy equal to 1 in case #enghoe option was exercised

Dummy for non-Italian lead urvdgters

non-informed retail investors
Spread and undiipg can be correlated (Kim et al. 2010)
Exercising the greerggttion is a substitute for price stabilization

US banks underwriting European IPOs areencostly (Torstila 2001b)

Amount of capital raisedtbg underwriter over the total capital raised in Reputable banks charge higher fees and providehigality services (Fang

the sample (scaled to 1 = ‘national champion’ Mbditca)

Number of members of the underwrisyndicate

ANCILLARY SERVICES (explanatory)

Stabilization not required

Liquidity support not required

Stabilization performed

Liquidity support performed

Dummy equal to 1 in cdeeissuer does not require ex-ante the price

stabilization service

Dummy equal to Icase the issuer does not require ex-ante the ifguid

support service

2005)
Syndicate size is important for the tR®sharing (Torstila 2001b)

Dummy equal to 1 in caseuhderwriter stabilizes aftermarket stock price

Dummy equal to 1 inedlse specialist supports aftermarket liquidity



Stabilization missing Dummy equal to 1 in casegstabilization was declared in prospectus but
not performed in the aftermarket

Liquidity support missing Dummy equal to 1 in cligeidity support was declared in prospectus but
not performed in the aftermarket

Overallotment Dummy equal to 1 in case the undeewsllocates more shares than madeControl for short covering in the decision to pdwiaftermarket support
available by the issuer

Naked short Dummy equal to 1 in case the undemwiterallocates more than 15% of Control for short covering in the decision to paiaftermarket support
the offer volume

Overallotment volume Amount of shares over-allodats percentage of offer volume Control for sleoktering in the intensity of aftermarket support

Greenshoe volume Fraction of greenshoe actuallscesesl (0-15% of offer volume) Control for shortveoing in the intensity of aftermarket support

Naked short volume Fraction of over-allocated shaseeeding the 15% threshold Control for shoredog in the intensity of aftermarket support

CONTROL DUMMIES

Industries according to the first digit of ICB ddification codes; IPO years; privatizations/ECQglfbr bargaining power when negotiating gross sb(&arstila 2001b)); markets and segments
(Star, Expandi, Nuovo Mercato); private placingsdBy and Ritter 1986); VC-backing (Megginson aneis¥ 1991).

18



Table 3. Descriptive statistics of the sample

Average and median values (in brackets) of the &mwipl71 Italian IPOs from 1999 to 2008ross spreads the underwriter’s
remuneration, in percentage of IPO proceé&iisn ageis the age in years of the company at the IRB8yesizeis the amount of
proceeds in 2008 Eurosglative issue sizes the fraction of offered shares as percentageestPO outstanding sharablution ratio

is the percentage of newly issued shares as pageof pre-IPO outstanding shanestitutional allocationis the fraction of shares
reserved to institutional investors by prospecpuie:IPO market returns the FTSE ltalia MIB index return over 100 daysr the
IPO; market momentuns the number of IPOs in ltaly in the 12 month&obe the listing;price revisionis the percentage difference
between offer price and midpoint of the preliminprice rangeglaw-back to retaiis the number of shares shifted from institutional
to retail investors, as percentage of the offeusnrd; underpricingis the percentage difference between offer prio# first day
official price; underwriter reputationis the fraction of capital raised in the samplealsd at 1 for the ‘national champion’
Mediobancasyndicate sizés the number of members of the underwriting syatdi;foreign underwriteris the percentage of IPOs
underwritten by a non-Italian bankyerallotmentis the percentage of IPOs in which the underwstls shares in excess of the

offered volumepgreensho&xerciseds the percentage of IPOs in which the greenshtierofs exercisednaked short positiors the

percentage of IPOs in which the underwriter overaltes more than 15% of the offerirgdabilization performedare the IPOs
stabilized in the aftermarkeiguidity performedare the IPOs that are actually liquidity-supportedta on actual liquidity support
are available for 46 of 87 IPOs for which a spesiabas designated (29 of 32 IPOs in the Star same

@ percentage of firms

ALL SAMPLE MTA (101 IPOs) EXPANDI N.MERCATO
(171 IPOs) BLUE CHIP(18)  STANDARD(46) STAR(37) (29 IPOs) (41 1POs)

Gross spread (%) 3.92 (4.00) 282 (2.70) 369 3.7B.52 (3.50) 3.96 (3.90) 4.75 (4.70)
Firm age (years) 321 (19.0) 411 (32.0) 499 (p6.035.8 (32.0) 27.3 (20.0) 9.8 (8.0)
Issue size (€m) 303.0 (95.2) 1,704@243.0) 220.0 (98.5) 127.0 (117.0)33.6 (22.6) 1313 (53.5)
Relative issue size (%) 101.7 (38.8) 376 (38.7) 5.26 (38.3) 493 (45.2) 413 (378) 377 (31.0)
Dilution ratio (%) 26.5 (25.5) 12.3 (7.1) 249 (@p. 255 (25.7) 30.8 (30.0) 322 (28.3)
Institutional allocation (%) 74.9 (75.0) 705 (745709 (75.00 779 (75.0) 864 (86.4) 705 (70.0)
Pre-IPO market return (%) 0.9 (1.6) 0.7 (2.9) -0.3(-0.6) 3.0 (3.4) 0.6 (3.3) 0.7 (-2.0)
Market momentum (no. IPOs) 237 (23.0) 20.5 (18.0p3.5 (22.0) 198 (20.0) 191 (2100 321 (33.0
Price revision (%) 28.8 (35.1) 332 (341) 389 .90 224 (26.8) 337 (31.7) 184 (46.9)
Claw-back to retail (%) 55 (1.0) 9.0 (4.3) 64 2B. 43 0.9) 4.2 (0.0) 438 0.9)
Underpricing (%) 12.4 (3.5) 3.2 (2.1) 17.0 (25) 23. (1.0) 9.4 (5.8) 21.7 (4.2)
Underwriter reputation (%) 22.3 (6.0) 398 (115) 1.2 (8.0 298 (12.0) 147 14.3 (3.0
Syndicate size (no.) 21 (2.0 2.3 (2.0) 2 (20) 12 (2.0 17 (2.0) 2.3 (2.0)
Foreign underwrite? 23.0 38.9 23.9 29.7 0.0 24.4
Overallotment 62.6 88.9 58.7 67.6 72.4 43.9
Greenshoe exercised 61.4 88.9 50 72.9 79.3 39.0
Naked short positiof 4.7 0.0 2.2 0.0 10.3 9.8
Stabilization performedl 55.7 66.7 61 51.4 34.5 65.9
Liquidity support performed 89.1 0.0 0.0 93.1 92.9 n.a.
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Table 4. Descriptive statistics of PO underwriters
The sample of 171 IPOs is underwritten by 33 défferlead underwriters. The table reports for edcthem the number of IPOs

underwritten and the capital raised adjusted filation (expressed in 2008 Euros). Reputation issuesl by a ranking, calculated
as the fraction of capital raised in the samplaleztat 1 for the ‘national champion’ MediobancaniBaames may be different from
what reported in prospectus due to M&As. Banca Coruoraler Italiana merged with Banca Intesa in 200lotonfIntesaBci, which
in turn merged with Banca Imi in 2006 becoming lat&anpaolo. Capitalia merged with Unicredito Itadian 2007 to form
Unicredit.

(?;‘izgzl No. % No.IPOs by market s@\r/giigfe Reputation A\;&gge
Lead underwriter (€m) IPOs IPOs MTA Expandi NM  gjze (no) (ranking) spread (%)
Panel A. Italian banks
Mediobanca 24,434 26 152 20 3 3 2.1 1.000 3.85
Intesa Sanpaolo 7,140 48 28.1 27 4 17 1.8 0.292 141
Banca Monte Dei Paschi Di Siena 2,460 1 0.6 1 0 0 0 2 0.101 1.95
Intermonte Securities Sim 2,247 5 2.9 1 2 2 2.6 92.0 4.05
Unicredit 1,735 9 5.3 7 1 1 2.0 0.071 3.58
Banca Leonardo 825 4 2.3 1 0 3 3.0 0.034 4.13
Abaxbank 446 10 5.8 4 6 0 15 0.018 3.73
Bnl 265 2 1.2 1 0 1 25 0.011 4.73
Euromobiliare Sim 179 3 1.8 0 2 1 1.0 0.007 4.17
Banca Akros 182 3 1.8 0 2 1 2.0 0.007 4.42
Centrobanca 126 4 23 3 1 0 3.0 0.005 3.60
Unipol Merchant 96 3 1.8 0 3 0 1.0 0.004 4.42
Interbanca 70 3 1.8 1 1 1 2.3 0.003 4.40
Banca Finnat 54 2 1.2 0 1 1 3.0 0.002 4.00
Banca Nazionale dell'Agricoltura 46 1 0.6 1 0 0 3.0 0.002 5.50
Rasfin Sim 37 3 1.8 0 3 23 0.002 4.05
Meliorbanca 42 1 0.6 0 0 1 2.0 0.002 4.40
Banca Aletti 34 2 1.2 1 0 1 1.0 0.001 3.90
Banca Intermobiliare di Investimenti e Gest. 28 160 1 0 0 1.0 0.001 4.50
Total/average Italian banks 40,446 131 77 69 29 33 21 0.087 4.08
Panel B. Foreign banks
JPMorgan Chase (US) 2,970 8 4.7 5 0 3 2.4 0.122 7 3.2
Goldman Sachs International (US) 2,699 2 1.2 2 0 0 25 0.110 2.05
Merrill Lynch (US) 2,515 9 5.3 9 0 0 2.2 0.103 3.15
Lehman Brothers (US) 833 2 1.2 2 0 0 2.0 0.034 2.63
Deutsche Bank (DE) 737 5 2.9 5 0 0 2.2 0.030 4.45
Citigroup (US) 537 4 2.3 3 0 1 25 0.022 4.11
Credit Suisse First Boston (CH) 357 4 2.3 2 0 2 2.0 0.015 4.25
Abn Amro (NL) 317 1 0.6 1 0 0 4.0 0.013 3.70
Dresdner Kleinwort Wasserstein (UK) 183 1 0.6 1 0 0 30 0.007 2.90
Commerzbank (DE) 126 1 0.6 1 0 0 3.0 0.005 4.50
ING Barings (NL) 80 2 1.2 0 0 2 3.0 0.003 4.75
Societe Generale (FR) 56 1 0.6 1 0 0 2.0 0.002 5.50
Total/average foreign banks 11,412 40 23 32 0 8 2.6 0.039 3.77
Total/average (whole sample) 51,858 171 100 101 29 41 2.3 0.068 3.96
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Table5. Determinants of gross spread

Sample of 171 Italian IPOs from 1999 to 2008. Thpahdent variable ross spreadthe underwriter’'s remuneration in percentage
of IPO proceeds. Control dummies (coefficients reptorted for brevity): industries, years, privatiaas, ECOs, private placings,
markets, VC-backing. Independent variabtesh bubblds a dummy equal to 1 in case the IPO took plackB9-2000firm ageis
log of 1 plus firm age in years at the IFi€5ue sizés the log of IPO proceeds expressed in 2008 Euvetetive issue sizis the offer
volume in percentage of pre-IPO outstanding shali&gjon ratio is the fraction of newly issued shares as pergentd pre-IPO
outstanding sharemstitutional allocationis the fraction of shares reserved to institutioneestors by prospectupre-IPO market
return is the return of the FTSE Italia MIB Index over 1@&ys prior the IPOmarket momentuns the number of IPOs in Italy in
the 12 months before listingrice revisionis the percentage difference between offer priwd midpoint of the preliminary price
range;claw-back to retailis the fraction of shares shifted from institutibno retail investors, as percentage of the offdume;
greenshoe exercisesla dummy equal to 1 in case the greenshoe ojstiexercisedforeign underwriteris equal to 1 in case of non-
Italian underwriterunderwriter reputatioris the fraction of capital raised by each undeewiin our sample of IPOs (scaled at 1 for
the ‘national champion’ Mediobancayndicate sizés the no. of members in the underwriting syndigstabilization not required
is a dummy equal to 1 in case price stabilizatfondt required ex ante by the issuigpidity support not requireds a dummy equal
to 1 in case liquidity support is not required exeaby the issuestabilization (liquidity support) missinig a dummy equal to 1 in
case stabilization (liquidity support) was requidedgt not performed. Coefficients and t-statistias rackets) are reported. T-
statistics are computed using heteroskedasticitygistent standard errors (White 1980).

(1) (2 (3
Constant -8.64 -8.83 -11.87
(-0.77) (-0.79) (-0.99)
Tech bubble 0.10%** 0.12%*= 0.11%**
(2.80) (2.82) (2.83)
Firm age -0.00 -0.00 -0.00
(-0.26) (-0.27) (-0.28)
Issue size -0.14%** -0.16%** -0.17%*
(-4.63) (-4.72) (-4.70)
Relative issue size 0.22%** 0.20%** 0.19%*
(2.78) (3.38) (4.12)
Dilution ratio -0.02** -0.02** -0.02**
(-2.29) (-2.28) (-2.23)
Institutional allocation -0.23** -0.23** -0.24**
(-2.04) (-2.24) (-2.17)
Pre-IPO market return -0.21 -0.19 -0.15
(-0.97) (-0.93) (-0.75)
Market momentum -0.65 -0.61 -0.55
(-1.22) (-1.12) (-0.93)
Price revision 4.38 4.40 5.20
(1.46) (1.43) (1.60)
Claw-back to retail -0.02 -0.04 -0.04
(-0.91) (-1.33) (-1.57)
Greenshoe exercised -0.02 -0.03 -0.03
(-0.83) (-1.29) (-1.25)
Foreign underwriter 0.02 0.02
(0.70) (0.65)
Underwriter reputation 0.10%*** 0.11%**
(2.80) (2.87)
Syndicate size 0.01 0.00
(0.52) (0.14)
Stabilization not required -0.10**
(-2.27)
Liquidity support not required 0.01
(0.41)
Stabilization missing -0.03
(-1.03)
Liquidity support missing -0.06
(-0.78)
Observations 171 171 171
Adjusted R-squared 0.55 0.56 0.57
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Table 6. Heckman selection model on stabilization activity
Sample of 167 Italian IPOs from 1999 to 2008 inakhihe underwriter declared to stabilize stockeifmeeded. Coefficients and

statistics (in brackets) are reported. The dependenables are: in step 1, stabilization dummyuadqgto 1 if the underwriter
stabilizes stock price; in step 2, stabilizatioteisity, i.e. the number of traded shares to stabgtock price during the first month,
scaled by first month turnover. Control dummies {ficients not reported for brevity): industries,ays, privatizations, ECOs,
private placings, markets, VC-backing. Independentables:firm age, issue size, relative issue size, dilutiatio, institutional
allocation, price revision, foreign underwriter, uerivriter reputation, syndicate sizndgross spreadire defined in Table 3L-
month BHARs the instrumented variable for aftermarket penfance, obtained usingre-IPO market return, market momentum,
underpricingandclaw back to retails instrumentfverallotments a dummy equal to 1 in case of the underwritds shares in
excess of the offered volumgreenshods a dummy equal to 1 in case the greenshoe ojgtierercisednaked shoris a dummy
equal to 1 in case the underwriter overallocatesentivpan 15% of the offeringyverallotment volumare overallocated shares in
percentage of offer volumgreenshoe volumis the fraction of greenshoe exercised (0-15%ffeff wolume);naked short volumis
the amount of naked short in percentage of offéure.

Step 1. Stabilization decision Step 2. Stabiliraintensity
Constant 10.9%** -0.31
(3.36) (-0.81)
Firm age 0.03
(1.31)
Issue size 0.06
(1.29)
Relative issue size -0.08
(-0.50)
Dilution ratio 0.25
(1.52)
Institutional allocation -1.33
(-1.06)
Price revision -3.35%**
(-3.64)
1-month BHAR -1.91%**
(-2.79)
Foreign underwriter -0.97***
(-2.93)
Underwriter reputation -0.82**
(-2.00)
Syndicate size 0.20
(2.23)
Gross spread -0.24
(-1.47)
Overallotment dummy -0.08
(-0.14)
Greenshoe dummy -0.77
(-1.44)
Naked short dummy 0.92
(1.50)
Overallotment volume -0.50
(-1.50)
Greenshoe volume -0.81*
(-2.01)
Naked short volume 1.42
(0.67)
Observations 167
Censored 74
Wald Chi-square 47.3
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Table 7. Tobit regression on liquidity support

Sample of 46 Italian IPOs from 1999 to 2008 in wahilee underwriter declared to provide liquidity popt, and for which we have
available data on aftermarket provision. Coefficseantd t-statistics (in brackets) are reported. Bégpt variable is liquidity support
intensity, calculated as the number of traded sharsupport liquidity as percentage of first motutmover, censored at zero in non-
supported IPOs. Independent variabfem age issue size, relative issue siddution ratio, institutional allocation, pre-IPO market
return, market momentumrice revision, claw back to retail investorsderpricing foreign underwritey underwriter reputation
syndicate sizandgross spreadre defined in Table %5reenshoe volumie defined in Table 6Stabilization performeds a dummy
equal to 1 if the underwriter stabilizes aftermateck price.

1) 2 3)
Constant 0.17%* -0.00 -0.02
(2.80) (-0.02) (-0.21)
Firm age -0.00 -0.00 -0.00
(-0.84) (-0.95) (-0.15)
Issue size -0.02%** -0.01 -0.01
(-3.21) (-0.68) (-0.96)
Relative issue size -0.00 -0.01** -0.01%**
(-1.42) (-2.32) (-3.36)
Dilution ratio 0.01 0.01 0.01**
(0.91) (1.33) (2.31)
Institutional allocation -0.05* -0.01 0.02
(-1.99) (-0.41) (0.74)
Pre-IPO market return -0.06 -0.02 -0.00
(-1.36) (-0.47) (-0.08)
Market momentum 0.01 0.01** 0.01***
(1.25) (2.05) (2.83)
Price revision 0.00 -0.03 -0.03
(0.10) (-0.99) (-1.15)
Claw back to retail -0.01 -0.00 -0.01
(-0.97) (-0.65) (-1.31)
Underpricing -0.01 -0.00 0.00
(-1.19) (-0.23) (0.13)
Greenshoe volume 0.10 0.00 0.03
(1.13) (0.03) (0.32)
Foreign underwriter -0.02 -0.01
(-1.51) (-1.43)
Underwriter reputation -0.00 -0.00
(-0.98) (-0.80)
Syndicate size 0.01 0.01*
(1.48) (2.47)
Gross spread 0.01 0.00
(0.86) (0.36)
Stabilization performed 0.02***
(2.84)
Observations 46 46 46
Left-censored observations 10 10 10
Prob > F 0.0001 0.0003 0.0000
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Figure 1. Gross spread distribution by country
Distribution of IPO gross spreads from 1999 to 2008 data are from Jay Ritter's website (bear.wgton.ufl.edu/ritter/) and

Abrahamson et al. (2011), European data are frentEthIPO database (www.euripo.eu). IPOs with prdsdelow $20 million and
€15 million are excluded because of the effecteafnomies of scale. The number of observations JR©reported below the
country labels. The black central mark is the medilhe edges of the boxes are the 25th and 75temtes, and the dots represent
maximum and minimum values.
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Figure 2. Short covering activity by underwriters

The graph shows how underwriters have covered thigigl short position at the end of the first ntlorof trading. Dark grey is the
average fraction covered by greenshoe option, kighy is the average fraction covered by priceilitation. Y-axis reports the

short position undertaken by underwriters at the,l®here 100% is the sum of overallotment and nakeuit, if any. Categories on
the x-axis refer to the number of days (duringfttet 30 days of trading) in which the official daprice of the stock was below the
offer price.
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Appendix 1. Varianceinflation factorsfor theregressorsin Table 5
The table reports the variance inflation factorfficients for each of the independent variableduded in the regression on gross
spread (Table 5).

Variable VIF 1/VIF
Liquidity support not declared 3.60 0.28
Tech bubble 3.52 0.28
Institutional allocation 2.73 0.37
Issue size 2.65 0.38
Greenshoe exercised 1.96 0.51
Market momentum 1.94 0.52
Pre-IPO market return 1.88 0.53
Stabilization not declared 1.86 0.54
Foreign underwriter 1.84 0.54
Price revision 1.78 0.56
Underwriter reputation 1.75 0.57
Stabilization missing 1.73 0.58
Firm age 1.67 0.60
Relative issue size 1.64 0.61
Liquidity support missing 151 0.66
Syndicate size 1.49 0.67
Dilution ratio 1.32 0.76
Claw-back to retail 1.27 0.79
Mean VIF 2.01 0.54
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