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This research undertakes an empirical analysis of Japan®s share market and market
for straight corporate bonds. A data base for initial public offerings (IPOs) of shares was constructed an
d publicly released. In relation to the puzzle that high initial returns are observed when an auction syst
em where the underwriter has no incentive to underprice is adopted, a hypothesis explaining this outcome w
as suggested and verified using IPO data. Problems associated with the choice of "book building”™ as a mech
anism to determine public prices were pointed out and some policy recommendations for reform were made. Fo
r the bond market, an empirical analysis of the impact of the past behavior of the issuing firm and underw
riters on issuing volumes, prices etc was undertaken. To be concrete, the history of the relationship betw

een the issuer and the underwriter was included in the empirical model, and the impact of this relationshi
p was investigated.
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