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Formation of stock prices under heterogeneous beliefs: Focusing on long-run
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This study tests the theory of investors® heterogeneous beliefs and
short-sale constraints as a potential explanation for the long-run underperformance of initial
public offerings (IP0s); the theory states that the first-day price is overvalued because it only
reflects optimistic investors® opinions and the resale option value brought on by short-sale
constraints. This theory is difficult to test directly because investor opinion distribution is
unobservable. This study focuses on Japanese auction method IPOs and estimates the investor belief
distribution. As predicted by the theory, IPOs with higher proportions of optimistic investors are
indeed associated with lower long-run returns.



Capital Assets Pricing Model:
CAPM

1 Miller (1977)

Hong, Scheinkman and Xiong (2006)
Miller (1977)

Miller (1977)

Diether, Malloy,
and Scherbina (2002) Park (2005)
Miller (1977)
Avrmov, Chordia, Jostova,
and Philipov (2009)

Miller (1977)
Miller (1977)
1
Miller (1977)
IPO
Miller (1977)

(initial public offering: 1PO)

IPO

(long-run
underperformance)

IPO
IPO
IPO
Ritter, 1991
Lougran and Ritter, 1995
IPO
Miller (1977)
Miller (1977) IPO
1
IPO
1993 1 1997 10
IPO
1997 9
IPO
1 Miller (1977)
IPO
Miller (1977)
Miller (1977)
IPO

IPO



Miller
(2977)
(i) Miller (1977) IPO
1
63
3 126 6
256 1 504
2 756 3
BHAR
t
(i) Miller (1977)
BHAR
(iii)
BHAR
(iv) BHAR
CTP

CTP

IPO

(i) Miller (1977)

IPO
(iin)
(iv) CTP
IPO
IPO
IPO
IPO
Miller
(2977)
2015
23

Social Science
Research Network (SSRN)



1

Ikeda, Naoshi, “ Optimistic Investors
and Long-Run Performance of IPOs:
Testing the Theory of Heterogeneous
Beliefs and Short-Sale Constraints, ”
Social Science Research Network (SSRN),
2017, pp. 1-34, ( ).
https://ssrn.com/abstract=2951535.

1

, “ Optimistic Investors and
Aftermarket Performance of Initial Public
Offerings,” 2015

23 ,2015 6 7
0
o 0
o 0
1)
Ikeda, Naoshi

90725243

)

®3)

(4)



