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Can Primary Risk Disclosure Mitigate IPO Underpricing?
Evidence from Text Analysis

HAO Xiang-chao, SU Zhi-xiang

(School of Economics, Nankai University, Tianjin 300071, China)

Abstract: Using text analysis suggested by Hanley and Horberg in 2010, this paper
first divides primary risk-disclosure information into standard risk-disclosure information
and special risk-disclosure information, and then empirically investigates their effects on ini-
tial public offerings(IPO) underpricing based on the data of 733 listed companies in China.
Standard risk-disclosure information refers to duplicate or similar content of risk-disclosure
information between previous and later prospectuses. and special risk-disclosure information
different content between previous and later prospectuses. It comes to the results as follows:
standard risk-disclosure information has no effect on IPO underpricing, while special risk-
disclosure information can mitigate IPO underpricing, which only exists in main board listed
companies but not in small board and GEM companies. Therefore, the disclosure policy of
primary risk in the beginning of the prospectuses is not completely useless, and only plays
an unsatisfactory role in small board and GEM, leaving space for improvement.

Key words: primary risk disclosure; IPO underpricing; standard risk-disclosure infor-

mation; special risk-disclosure information (FriEm#aE k)
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