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In "Banks, IPO Underpricing, and Allocation in Japan, Journal of Economics
and Business, 2021, we study how IPO issues in Japan were allocated over the period of 2002-2012
when universal banking developed. We find underwriters from the same financial group as issuers
main banks do not favorably allocate IPO stocks to their affiliated mutual funds. In contrast, the
commercial bank underwriters typically from the main banks’ rival banking groups allocate
low-quality or high-risk issues to their affiliated mutual funds. The investment bank underwriters
do not favorably allocate IPO stocks to their affiliated or unaffiliated mutual funds. The overall
results show a case of a capital allocation defect because private information generated is not
utilized under high regulatory pressure. In other studies, including the one in Journal of Behavior
and Experimental Finance (2021), we report how global money managers choose stocks including IPO
shares from the viewpoint of behavioral finance.
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Panel A. Relations between First Price Adjustment Type and Subseguent Price Adjustments

Group No. First Price Adjustment Group First_Price_Adjst II;:EZ I_I:Qrgr_mge ix(aj?;r’d_Prlce_ ;c()j';agl_Pnce_ I';r;_FuI_I nitiel_ E;;Half_Year ;r;_l_Year_ j:j;i av:,ft__\l(;ar Il;r;__lv;tt?;r_ Il;r;;_av;tt?g_
1 Filing Price Range_ U < Mean Original Price (N=149) (N=146) (N=146) (N=131)
Mean -0.1731 0.1221 0.0241 -0.1490 0.1839 -0.3487 -0.5451 -0.1647 -0.3564 -0.6665
Median -0.1479 0.1112 0.0426 -0.1178 0.0198 -0.2743 -0.4772 -0.1631 -0.2823 -0.4617
2 Filing Price_Range_U = Mean Original Price” (N=354) (N=348) (N=348) (N=324)
Mean -0.0535 0.1108 0.0395 -0.0140 0.2592 -0.2393 -0.3420 0.0199 -0.0737 -0.1802
Median -0.0493 0.1012 0.0447 0.0000 0.1258 -0.2089 -0.2971 -0.0061 -0.0434 -0.1068
3 Filing Price_Range_L < Mean Original Price < Filing Price_Range_U (N=192) (N=190) (N=190) (N=166)
Mean -0.0039 0.0961 0.0429 0.0390 0.4662 -0.2008 -0.3243 0.2654 0.1592 -0.0257
Median 0.0000 0.0910 0.0426 0.0373 0.3831 -0.2336 -0.3428 0.1505 0.0524 0.0127
4 Filing Price Range_L = Mean Original Price (N=310) (N=299) (N=299) (N=217)
Mean 0.0385 0.0752 0.0357 0.0742 0.5722 -0.0941 -0.1942 0.4781 0.3967 0.4156
Median 0.0351 0.0690 0.0339 0.0690 0.5011 -0.1203 -0.2238 0.4487 0.3159 0.3539
5 Filing Price Range_L > Mean Original Price (N=74) (N=69) (N=69) (N=40)
Mean 0.1197 0.1055 0.0511 0.1708 0.8664 -0.1500 -0.2916 0.7164 0.6134 0.5846
Median 0.1097 0.0953 0.0465 0.1560 0.8516 -0.2265 -0.3732 0.7445 0.6089 0.7118
F(4) for Ho: Equal means 805.78 ** 29.17 ** 8.42 ** 442.83 ** 48.69 ** 589 ** 501 ** 49.78 ** 36.40 ** 25.96 **
Peason y2(4) for Ho: Equal medians 913.74 ** 69.39 ** 38.81 ** 951.49 ** 118.95 ** 8.05 ** 6.54 122.35 ** 100.18 ** 49.95 **
T Toa (N=1,079) (N=1,079) (N=1,079) (N=1,079) (N=1,079) (N=1,079) (N=1,052) (N=1,079) (N=1,052) (N=878)
Mean” -0.0229 ** 0.0992 ** 0.0377 ** 0.0148 ** 0.4172 *~ -0.1997 ** -0.3217 ** 0.2175 ** 0.1079 ** -0.0414
Median” -0.0148 ** 0.0922 ** 0.0408 ** 0.0154 ** 0.3142 ** -0.1987 ** -0.3162 ** 0.1331 ** 0.0798 ** 0.0034
Corr (with First_Price_Adjst) - -0.358 0.210 0.933 0.333 0.134 0.124 0.357 0.326 0.302
Corr (with Second_Price_Adjst) - - - 0.548 0.234 -0.161 -0.164 0.035 -0.015 -0.124
Corr (with Total_Price_Adjst) - - - - 0.371 0.055 0.045 0.318 0.272 0.208

Panel B. Relations between The Second Censored Price Adjustment and Allocation to I nstitutional Investors, Initial and Various Aftermarket Returns

Group No. Diff_yHat_Quartile Dif'f_Secord_ Secqrd_Price Ln_Full_Initid_  Ln Volume Ln 4 Day_ Ln 4 Day Ln Half Year Ln 1 Year_ Ln1 Year_  Ln3 Year_
Adjst_yHat _Adjst Ret _Dayl Ret _Volume _Ret Ret Ret wt IR Ret wt IR

1 Lowest (N=216) (N=204) (N=204) (N=195)
Mean 0.1190 0.0150 0.0622 0.2240 -0.0249 0.3278 -0.0468 -0.1090 -0.0313 0.0538
Median 0.1664 0.0392 -0.0327 0.1750 -0.0257 0.1262 -0.0500 -0.0032 0.0212 0.1117

2 (N=216) (N=211) (N=211) (N=190)
Mean 0.5001 0.0448 0.2658 0.3712 -0.0298 0.6135 -0.1793 -0.2508 0.0211 -0.1342
Median 0.4997 0.0426 0.1693 0.3299 -0.0445 0.3793 -0.1629 -0.2302 -0.0684 -0.1068

3 (N=216) (N=212) (N=212) (N=187)
Mean 0.7038 0.0414 0.4719 0.4378 -0.0285 0.8675 -0.1961 -0.3292 0.1481 0.0524
Median 0.7057 0.0407 0.4077 0.4093 -0.0574 0.7283 -0.2326 -0.3198 0.1603 0.0848

4 (N=216) (N=212) (N=212) (N=171)
Mean 0.8827 0.0432 0.5876 0.3968 -0.0400 0.8232 -0.2481 -0.4297 0.1796 0.0190
Median 0.8747 0.0408 0.4888 0.3857 -0.0615 0.6146 -0.2274 -0.4161 0.1244 0.0405

5 Highest (N= 215 ) (N=213) (N=213) (N=135)
Mean 1.2236 0.0440 0.6998 0.3940 -0.0627 0.8651 -0.3289 -0.4804 0.2158 -0.2549
Median 1.1786 0.0411 0.6879 0.3710 -0.0813 0.6766 -0.3686 -0.5814 0.1544 -0.2210

""""""""""" F(4)for Ho Equal means 212046 * 2587 *+ 8181 ~ 7443+ 132 2120 *+ 729 * 743+ 356~ 234

Peason 32(4) for Ho: Equal medians 862.99 ** 0.86 181.81 ** 95.97 ** 9.37 120.75 ** 37.47 ** 48.60 ** 8.92 9.09

Total (N =1,079) (N =1,079) (N =1,079) (N =1,079) (N =1,079) (N =1,079) (N =1,079) (N=1,052) (N=1,052) (N=878)

Mean® 0.6853 ** - - 0.3647 ** -0.0371 ** 0.6993 ** - - - - - -
Mediar” 0.7054 ** - - 0.3369 ** -0.0519 ** 0.4537 ** - - - - - -

Corr (with Diff_Second_Adjst_yHat) - 0.284 0.457 0.284 -0.076 0.272 -0.155 -0.156 0.117 -0.063
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