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The Interest Alliances in the IPO Process:
Evidence from Mutual Fund Families and Sponsors

Sun Shuwei', Xiao Tusheng®, Fu Yuxiang', Chen Xinyuan®

(1.School of Accountancy , Shanghai University of Finance and Economics, Shanghai 200433, China ;
2.School of Accountancy , Central University of Finance and Economics, Beijing 100081, China ;

3.Institute of Accounting and Finance . Shanghai University of Finance and Economics . Shanghai 200433, China)

Abstract: By the analysis of the relationship between brokerage commissions paid to
sponsors by mutual fund families and the probability of holding IPOs in the offline ration,
this paper studies the fairness in IPO process. It arrives at the conclusions that in the previ-
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ous one year before IPO, more brokerage commissions paid to sponsors by mutual fund
families lead to higher probability of holding IPOs in the offline ration, which is more suit-
able to a sample set with higher returns.Owning to no autonomous ration in China,it fur-
ther studies the measures to raise the probability of holding IPOs in the offline ration taken
by mutual fund families, and reaches the conclusion that mutual fund families offer higher
bids and more purchase numbers to achieve the allocation target, especially in a sample set
with higher returns. The conclusions above-mentioned show that there are interest alli-
ances in the IPO process between mutual fund families and sponsors, namely sponsors ob-
tain higher brokerage commissions and mutual fund families acquire sensitive information
of underwriters from sponsors in advance & place emphasis on IPO programs with higher
returns to earn huge profits. This paper provides references for the improvement of IPO in-
quiry system as for regulation authorities.

Key words: IPO; offline ration; interest alliance; sponsor
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Dual Transition, Incentive Design of Formal Financial
Contracts and Farmers’ Financing Constraints

Xu Yueli, Wang Fei

(School of Economics and Management s Zhejiang Sci-tech University . Hangzhou 310018, China)

Abstract: This paper intends to solve the common plight of farmers’ financing diffi-
culty which is caused by the particularity of rural financial market. From a new perspective
of incentive design of formal financial contracts in rural areas during dual transition period
it thoroughly analyzes its microeconomic mechanism leading to farmers’ financing difficul-
ty based on incomplete contract theory under asymmetry information. It comes to the con-
clusions as follows: firstly, dual transition is the key factor promoting the increase in sup-
ply and demand of formal finance in rural areas, but only results in the significant changes
in the demand of informal finance in rural areas and has no significant effect on the supply
of informal finance; secondly, the optimization of incentive structure of debt contracts
helps to advance the rise in credit supply of formal financial institutions in rural areas, but
does not lead to an effective substitute for informal finance; thirdly, the introduction of
new financial institutions in rural areas is conducive to the optimization of incentive struc-
ture of debt contracts in rural areas, but does not obviously change financial constraints fa-
cing rural households.

Key words: dual transition; incentive design of debt contracts; financing constraint
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