
                                                                            

 

Πρόγραμμα Μεηαπηστιακών Σποσδών  

Σηις Διεθνείς Επιτειρημαηικές Δραζηηριόηηηες 

 

Τμήμα Οργάνωζης και Διοίκηζης Επιτειρήζεων  

 

Διπλωμαηική Εργαζία  

 

Short-run under-pricing and long-run performance of Initial Public 

Offerings: An International insight and the performance of the Athens 

Stock Exchange. 

 

ηοσ 

 Αναζηάζιοσ Κεηζεηζίδη ηοσ Ιωάννη  

 

Υποβλήθηκε ως απαιηούμενο για ηην απόκηηζη ηοσ μεηαπηστιακού διπλώμαηος 

ζηις Διεθνείς Επιτειρημαηικές Δραζηηριόηηηες  

 

 

 

Ιανοσάριος 2018



 
 

ii 
 

ACKNOWLEDGMENTS 

 

During my thesis work I have received support from several people I wish to thank. 

Although I cannot name them all separately here, I wish to offer my gratitude to all of 

them collectively. Special thanks are to some people whose contribution has been 

especially valuable in getting this work finished. 

Prof. Fotios Siokis as the supervisor of my research has given me a lot of good advice 

and ideas, which helped me to proceed with the work at difficult points. I wish to express 

my sincere gratitude for helping me overcome difficulties I had to face. Furthermore, I 

wish to express my thanks to him for his repeated revision of my drafts, which always led 

to further improvements in my dissertation. 

I also want to thank Prof. Ioannis Hatzidimitriou, Director of the post-graduate 

program, for his professionalism and for being so inspiring during all these months I 

attended the course. 

Finally, I wish to present my special thanks to my family, my wife and my beloved 

sons not only for the moral support they gave me all these years but especially because 

they tolerated me patiently all this time and supported me to achieve my goals. 

 

 

 

 

 

 

 

 

 

 



 
 

iii 
 

ABSTRACT 

 

This dissertation addresses the issue of short-run under-pricing, long-run under-

performance and the hot issue market phenomenon. There are evidence from the 

international literature and the Greek stock market for the period from 2002 to 2016. The 

data have been collected from specialized financial websites, the Athens Stock Exchange 

and the database of the University of Macedonia. Concerning the short-run under-pricing 

phenomenon, we examine the performance for the first five days of a sample of 35 Initial 

Public Offerings conducted the period 2002-2006. The results refer to raw returns and 

adjusted returns that exclude the general Index performance. There are strong evidences 

that the short-run performance of our sample are in compliance with the international 

literature. The first day raw return has been measured to 7.16% whereas the adjusted 

return to 7.40%. The fifth day the raw return is 3.13% and the adjusted return 3.93%, less 

than the first day performance but still positive. As for the long-run performance we 

tested the cumulative performance for monthly returns till the 60
th

 month (five year 

period). We illustrate the statistics for a set of predetermined dates according to the 

international literature and other studies regarding the Greek stock market in order to 

draw more coherent conclusions. Our study suggests that the IPOs after the positive 

performance of the first three months turn to negative performances till the end of the five 

year period under consideration. In particular these results concern the cumulative 

adjusted returns which have a negative performance of 5.97% at the end of the first year 

and a peak of negative performance (39.89%) at the end of the fifth year. The raw returns 

seem to perform better than the adjusted and occasionally have positive performance 

(fifth year returns) but this in fact incorporates the momentum of the General Index that 

have to be excluded. As for the hot issue market phenomenon the evidence of the Athens 

stock exchange are in compliance with the international evidence as well. Finally the 

entire statistical test has been contacted for a significance level of 10% and in some test a 

level of 5% is also accepted. 
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INTRODUCTION 

 

Initial public offerings (IPO) are related with one of the most puzzling anomalies 

studied in the international financial literature. Over the last decades, according to 

empirical finding it has been observed that the initial performance of initial public 

offerings worldwide is generally unsatisfactory in comparison to listed companies. This is 

the first anomaly observed, better known as short-run over-performance or new issue 

under-pricing.  

The second anomaly concerns the long-run performance of initial public offerings 

which usually have poor stock price performance in the long-run. More specific it has 

been observed that in a period of time that varies from two years (24 month) to three 

years (36 months) period after the issue, investors receive average returns that are lesser 

than the returns of other listed companies. This under-performance seems to be related 

with the short-run over-performance and finally is eliminated in a five years period of 

time. 

The third anomaly that has been described is better known under the title “hot issue” 

market and refers to a repeated pattern of cycles in both the average initial returns of 

initial public offerings and the volumes. This hot issue market phenomenon concerns a 

specific period of time when unusually high initial returns associated with increasing 

volumes of initial public offerings. Consequently there is also the exactly opposite 

phenomenon known as “cold issue” markets, with relatively low initial returns which 

usually occur toward the end of the high initial public offerings volume periods. 

There is a massive volume of literature related to all these three anomalies and also 

there are numerous of studies that tried to support the empirical finding. Purpose of my 

study is to underline the leading literature referred to those topics and to determine 

whether the Greek initial public offerings (under-price in the short-run and under-

performance in the long-run and to identify their determinants. This study investigates the 

short-run and long-run market performance of 52 initial public offerings listed during 

2002 -2012 in the Athens Stock Exchange (A.S.E.). 
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CHAPTER 1 

GOING PUBLIC 

1.1 The IPO decision 
 

The listing of a company’s shares on the stock market is a step in the life of a company 

with tremendous importance. When or why a company should go public, is a question 

that has no evident answer. The majority of the companies worldwide make this decision 

in order to raise new capital in order to finance its growth and investing plans and 

shearing the risk of ownership with a large group of shareholders. This is a very 

important decision, especially when a company grows, because the original shareholders 

are indignant to capitalize some of their profits while still retaining a percentage of the 

company. Additionally, taking a company public minimize the overall cost of capital and 

gives the company a more solid standing in the negotiations of interest rates with banks. 

This consequently reduces the cost of interest on existing debt that the company might 

have.  

Despite the fact that this depicts the reality, the decision to go public is a decision that 

should be made taking into consideration the company’s and stockholder’s equity 

circumstances. It is a fact that the majority of the large companies in all over the world 

are since decades listed and it is widely believed that going public is an inevitable for 

those companies. But there are exceptions, even in developed capital markets like the 

United States some large and successful companies denied to go public. While the 

decision of going public fascinates almost all the companies, others believe that public 

ownership comes at a cost. They prefer to spay private because they know that they do 

not have to release reports to a large group of shareholders and are able to keep 

their business plans and financial sources private. In some cases, the disadvantages of 

going public outweigh the lure of acquiring large amounts of cheep capital. A 

characteristic example of company that decides not to go public for a long time is UPS
1
 

which remained private since its founding in 1907. The company finally took the decision 

to proceed in 1999 and started the going public procedure. Prior to going public, UPS in 

                                                           
1
 United Parcel Service (UPS) is an American multinational package delivery company and a provider of 

supply chain management solutions. 

https://www.investopedia.com/terms/b/business-plan.asp
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order to finance its projects offered private stocks for employees to purchase. Cargill
2
 and 

Bechtel
3
 despite the fact that they are dominant companies in their respective industries 

still remain private. Of course these companies mentioned above are not the only 

exceptions to the homogeny of public corporations. 

In many cases there is the conscious decision of the administration of the company to 

remain private with a small number of stockholders. Sinnett William M. (2002) proposes 

four reasons that lead a company to remain private beyond the cost of going public. 

Maintaining the control of the company from the existing stockholders is the first one, the 

pride that is attached to ownership of the company is the second, the ability that is 

provided to the businessman or business group to realize their vision is the third and 

finally there are cases where the reason to stay private is the maintenance of a 

participating ownership culture among the company’s employees. 

 

1.1.1 Other reasons for going Public 
 

The international journalism concerning initial public offerings suggests a variety of 

reasons that affect the decision to go public. When firms decide to go public, they 

experience major advantages, as well as important disadvantages that might lead to 

unexpected results. Emery and Finnerty (1997), Pagano et al. (1998) and Jason Draho 

(2006) among others suggested that raising money is a very important reason in the 

decision making process but not the only one. An alternative very popular reason for 

going public is the prestige and recognition attached to the status of a listed company, 

raising the profile of the corporation, or achieving optimal liquidity for the shares of the 

company so they can be more easily traded.  

It is also suggested that going public is an easy way to reduce the level of gearing 

accumulated over the years, perhaps as a result of conducting a costly acquisition.  

Also a business may want to re-focus on its core activities and spin off or de-merger a 

division in a newly listed company.  

A corporation can also opt to list on more than one Stock Exchange because it has 

become so large or so global in nature, that this may be a way to easier access to investors 

around the world. Similarly, a corporation may evolve in such a way that there has been a 

                                                           
2
 Cargill, incorporated is the largest American privately held corporations in terms of revenue. Some of 

Cargill’s major businesses are trading, purchasing and distributing grain and other agricultural 

commodities. 
3
 Bechtel Corporation is the largest construction and civil engineering company in the United States and the 

8
th

 largest privately held American company in 2017. 
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significant, geographical shift in their activities so a second listing may be a way to more 

closely align where the company carries out its activities with where its shareholders are 

located.  

In other cases a company may choose to de-listed from one Stock Exchange and re-

listed to another, just to achieve more recognition from investors, more active trading in 

its shares and better sell-side research coverage. That could happen especially when the 

new Stock Exchange is larger and has higher daily trading volumes.  

It also has been suggested that another factor for re-listing is how the market sees the 

listing of companies to a particular industry sector. The right choose of industry sector 

ensures that investors who are more likely to understand the company’s business will be 

easily attract often resulting in a higher valuation and better pricing for the IPO. 

A few beneficial reasons for an IPO are already mentioned above. Of course, all benefits 

must be weighed against the cost associated with a public listing.  

 

1.1.2 Drawbacks of going Public 
 

Conducting an IPO can bring many advantages to the company, but becoming a public 

company is related with some drawbacks also. Corporations should not underestimate the 

cost of this procedure. Both at the time of listing as well as over the long-run the 

company has to conduct additional disclosures required to maintain a listing and to keep 

new shareholders abreast of corporate developments.  It is really quite demanding work 

and great responsibility for the management of listed corporations to supply not only a 

high level of transparency, which can give competitors, suppliers or customers an edge, 

but also a commitment in time and resources to meet the expectations of the market.  

Also it has been observed that the management of the company focuses on its short-

term growth of earnings and share price and not on the long-term growth. This is because 

of the pressure put by the market on the administration of the company for impressive 

short-term performance, which frequently leads to scandals against shareholders. 

Tim Jenkinson and Alexander Ljungqvist (2001), claim that the company’s 

management avoids the intervention of other “bosses” out of the company in the decision 

making process that relates to employees, products and investments.  Also the investment 

decision regarding the introduction of new products are made according to the market’s 

capabilities and not based on the cost of capital, whose measurement faces difficulties 

and thus may not be reliable. 
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Lastly, in extreme cases, a severe flotation can result in attracting unwanted 

shareholders and even ultimately mean the loss of control over the company for the 

original shareholders. This could result from a takeover bid, to which listed corporations 

are vulnerable once the majority of their capital falls into public hands. Or it may happen 

because raising new equity from third parties may be the only solution to rescue a 

business riddled with debt accumulated on its financial statements. 

 

1.2 The Cost of going public 
 

The procedure of going public involves some certain expenses (Ritter, Jay R. 1989). In 

case we want to categories these expenses, we should separate the administrative 

expenses or transaction cost and the cost of valuation. Despite the fact that this amount 

varies from country to country and corporation to corporation it seems to be similar as a 

percentage of the value of the issue, in particular the cost of listing in the Athens Stock 

Exchange (A.S.E.) ranges from 4% to 8% of the total value of the issue.  The process 

itself requires the services of underwriters and other experts and also additional expenses 

related with the publicity and the writing and circulation of the issue prospectus. It is also 

important to mention that the total amount of the expanses can be amortized within a five 

year period. 

In order to provide a brief description of the administrative expanses we have to 

distinguish them in two further categories. On the one hand are the direct costs that arise 

from the issuer or the intermediary organization that assists the issue. Such expenses are 

the advertisement cost related to the issue, dues of listing on the Athens Stock Exchange 

(A.S.E.), legal and other expanses.  On the other hand we have the expanses and fees of 

the underwriter and the issue advisor. They are paid either with the form of the difference 

between the listing price and the price on the issue, or as a percentage on the total 

performance, directly from the company. This second method is especially customary in 

Greece. 

There is also the production cost that mainly represents this preparation of the issue, 

namely all the required audits (financial, legal and tax) as well as required formal 

procedures which are necessary for the issue. In our case these represents the cost for the 
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submission of relative documentation to the Hellenic Capital Market Commission 

(H.C.M.C.)
4
. 

Another very important factor for the success of the issue and consequently the related 

fees depends on the reputation and the competitiveness of the underwriter and also his 

ability to undertake the new offering successfully. The fact that organizing the new issue 

requires a particular complicated and time-consuming process, explains in some extent 

the increase of the overall cost of the issue.  

The underwriter also undertakes an investment risk related with the not sold securities. 

The underwriter guarantees the sale of all the securities and assumes relative risk by 

buying the securities which remain unsold at a specified price, if they are not absorbed by 

the investments so that the issue may be concluded successfully.  So if the market price is 

lower than the listing price because the issue is not partially or totally adsorbed by the 

investors, the underwriter will undertake the cost to cover the losses by buying the part of 

the issue that remain unsold in the listing price. The risk to the underwriter is twofold. 

The first one has to do with the uncertainty of the market and the probability to change 

the momentum between the time that intervenes from the underwriting agreement and the 

sale of the securities. The other risk has to do with the pricing of the shares and the 

incorrect estimation of the expected market price which in the base to determine the 

listing price.  

One of the most important aspects concerning the cost of the whole issue constitutes 

the right valuation of the price of the share and its direct relation to the market price.  A 

highly positive deviation between these two prices is interpreted as a signal that the issue 

will not be covered completely. Otherwise in the opposite case the issue will be covered 

relatively in a short period of time, provided that investors judge that it is profitable to 

buy the securities. So, the valuation refers to the estimation of the company’s value and 

therefore to the determination of the share price. The main purpose of the underwriter is 

to focus on the definition of the listing price with the largest possible accuracy, in order to 

approach the market price in the most efficient way. The difference between the market 

price and the estimated price constitutes the valuation cost.  The right estimation of the 

internal value of the share, as well as the demand and supply conditions in the market is a 

prerequisite for a correct valuation of the share price. The largest the instability of the 

                                                           
4 The Hellenic Capital Market Commission (H.C.M.C.), established as a legal entity in 1991, aims to 

"ensure the protection and the orderly and efficient operation of the capital market, which is crucial for the 

growth of the national economy" of Greece. 

https://en.wikipedia.org/wiki/Economy_of_Greece
https://en.wikipedia.org/wiki/Economy_of_Greece


 
 

7 
 

capital market, the more difficult to collect all the necessary information to estimate the 

price of the share. This explains why in many cases the reputation and the experience of 

the underwriter constitute a guarantee for the company and the investors as regard to the 

correct share price. 

We have also to keep in mind that companies always wish the highest possible listing 

price in the primary market so as to collect greater capital proceeds. On the other hand, 

underwriters used to underestimate the share prices, (Mark Grinblatt, Chuan Yang 

Hwang, 1989), because in the case the price is considered high in the primary market, 

there is high risk the shares not to be sold.  

A successful initial public offering is a complicated procedure and requires connecting 

many pieces together, some of which are outside the control of the company’s 

management and its stakeholders. An IPO-readiness assessment can be invaluable for the 

mix of direct costs associated with the initial public offering process and the on-going 

costs that are integral with the operating and maintaining cost of a public company. If we 

know those costs the efficiency of the initial public offering will increase and, 

subsequently, will help employees, stakeholders, executives, and new shareholders make 

the most of the new public company’s valuation and avoid undesirable surprises. 

 

1.3. Listing Requirements   
 

 The company has to fulfill some listing requirements in order to proceed with an initial 

public offering and also must satisfy the thresholds laid out by the relevant regulator or 

stock exchange on which it has chosen to list. Conditions vary from country to country, 

but usually include a minimum track record for the corporation which is in the majority 

of the cases, at least three years of operation, a minimum amount of turnover, cash flow 

or net profit, or a combination of these, based most of the time on the latest financial 

year.  For particular industries as for example minerals or project companies can be 

granted waivers but in particular there are common listing criteria for all. Other criteria 

could be continuity in ownership or management, or the type of business curried out by 

the corporation for a specified time period. The stock exchange could also put some extra 

criteria relating to the share capital of the business like the same voting rights or free 

transferability of the shares. It is a fact that there is no uniformity in listing requirements 

across the world but there is an international tendency to proceed in common standards 
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regarding not only the initial public offering procedure but the whole framework of stock 

market operation.  

 

1.4 Athens Stock Exchange (A.S.E.)    
 

 The Athens Stock Market was established in 1876. In 1995 it was transformed into a 

public limited company. In 1997 the Athens Derivatives Exchange was established and 

merged with the Athens Stock Market, creating the Athens Stock Exchange as we know it 

today.  

 Daily stock price fluctuation limit changes over time. According to the Athens Stock 

Exchange Regulation the daily price-fluctuation limit is defined as the range within 

which the price of a certain Transferable Security is allowed to move during the trading 

session. This limit is calculated based either on the share’s starting price or on some other 

value set. Today as regards the Large Capitalization category, the fluctuation limit is set 

to ± 30% of the closing price of the last session. As for the other categories, the 

fluctuation limit is set to ± 10% of the closing price of the last session. When the share 

price remains within this limit for fifteen minutes, it is adjusted to ± 20%. Regarding the 

New Shares and Shares renegotiated after a trading period, the fluctuation margins in the 

Athens Stock Exchange market for the first three days of admission are set indefinitely. 

Over the three-day period, the fluctuation limit is defined as in the trading class owned by 

the share for newly-introduced shares. It should be noted that the above limit has been 

applying since 01/12/1999. Until 30/11/1996 this limit was ± 8%, while for the period 

from 01/12/1996 to 30/11/1999 this limit was ± 100%.  

 

1.4.1 The Regulatory Framework in the Athens Stock Exchange (A.S.E.) 
 

 The listings of stocks in the Athens Stock Exchange market (A.S.E.) are determined 

by the law 3371/2005 and the Athens Exchange Rulebook
5
. The admission for the first 

time of transferable securities in the market and their classification into the segment “Mid 

and Small Cap”, “Big Cap” “Exchange Traded Funds” and “Structured Financial 

Products” is carried out subject to fulfillment of the requirements laid down in the 

aforesaid law. 

                                                           
5
 For more details visit the address: http://www.helex.gr/documents 
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 The legal status of the public limited liability company must be in accordance with the 

laws and regulations. More specifically, the company must have a valid incorporation, a 

specific number of founders, a legal name, share capital etc.  

 The amount of own funds at the time of submission of the application for admission to 

the main market must be at least € 3,000,000 for listing in the small and mid-caps 

category and € 15,000,000 for the large capitalization category, which may be updated by 

the Securities and Exchange Commission. 

 The company should have published or filed with the competent authority the financial 

statements of the last three years at least based on IFRSs. (International Financial 

Reporting Standards), these financial statements must have been audited by a tax auditor 

and have been controlled for all fiscal years (except the last one). Companies that have 

published financial statements for less than three years may be admitted only after 

approval by the Securities and Exchange Commission.  

 The company must have earnings of at least €2,000,000 before taxes, profitability 

before taxes for the last two fiscal years, or combined three year EBITDA of at least 

3,000,000 € and positive EBITDA for the last two fiscal years. For the Large Cap 

category, the corresponding amounts are €6,000,000 and €8,000,000 respectively. The 

companies that have a capitalization of more than €300,000,000 constitute an exception. 

 A special advisor should be hired. He could be a Credit Institution, member of the 

Athens Stock Exchange and can take the role of the underwriter with a public offer. The 

Special Advisor is obligated to provide his services for the next two years starting from 

admission date to the Stock Exchange Market. 

 The company should apply the principles of corporate governance and the legal status 

of the shares should be in accordance with the law and the stock market regulations 

(denomination, equality, validity).  

 Shares must be traded freely, so there is no blocking of the stock that will not allow 

them to be traded on the Stock Exchange. Shareholders, who hold more than 5% of the 

company’s shares on the stock exchange, are not allowed to transfer more than 25% of 

their shares in the first year after the listing, with the exception of a sale to a strategic 

investor or transfer due to inheritance.  

 There should be adequate dispersion of the shares. The shares must be distributed to 

market investors at a minimum of 25% of the total number of shares and in particular to 

at least 2,000 individuals, with none of them holding more than 2% of the total number of 

shares issued. If the company’s capitalization is more than €1,000,000,000, 15% of the 
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imported shares should be distributed to at least 10,000 individuals, none of whom should 

have in their possession more than 2% of the total number of shares.  

 In the case of large capitalization, besides the above, the company which wants to go 

public should have a capitalization of at least €150,000,000. In addition, the total value of 

the shares to be offered through the public bid should be at least €2,000,000. Until 1998 

the public offering was mandatory to refer to shares from a share capital increase. 

However, this provision is not obligatory today. Thus, the public offering may refer either 

to the disposal of shares stemming from a share capital increase or to an offer of already 

existing shares.  

 Finally, the stock exchange may impose additional measures or require additional 

information to be admitted if it deems it necessary. 

 

1.4.2 Procedure for the admission of stocks in Athens Stock Exchange 
 

   According to the Athens Stock Exchange Regulation, the initial public offering 

involves three main stages. In the first stage, the application for admission to the Athens 

Stock Exchange is carried out by the issuer in order to be evaluated. In the next stage the 

approval of the listing takes place and finally in the third stage the trading of the stock 

begins on the stock exchange market. Before these three steps, however, a company 

which wishes to make an initial public offering should choose a Consultant or a lead 

Underwriter. Finally, a person nominated by the Consultant should be chosen in order to 

carry out the legal, financial and auditing control under the prerequisite that he is not 

affiliated with the company. 

Then the three main stages of introduction follow, as summarized below: 

Step One:    

 Submission of supporting documentation by the Issuer jointly with the Consultant, and 

if there is no Consultant, jointly with the Lead Underwriter  

 Control by the relevant ATHEX departments of the completeness of the supporting 

documents, the conditions for admission and the suitability of the Issuer.  

 In the case that additional prerequisites are required, the ATHEX informs formally the 

Consultant, and if there is no Consultant, the Lead Underwriter and the Company.  

 Written answer by the Consultant, and if there is no Consultant, by the Lead 

Underwriter regarding additional prerequisites. Written notification by ATHEX to the 

Hellenic Capital Market Commission on the approval of the import request.    
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 Submission by the issuer of an application for an initial public offering, authorization 

and approval of the prospectus does not require the completion of the above procedure. 

The newsletter is a publication issued by the company. It is addressed to the investing 

public and contains all the information required by the law so that it can be properly 

evaluated by the market participants. Among other information, the prospectus should 

inform about the company’s activities, shares, financial statements and the management. 

 At the same time, if the distribution of shares through a public offering is successful, 

the Hellenic Capital Market Commission must issue a license, since the issuer and the 

Consultant or Lead Underwriter if there is no Consultant, give information about the 

public offering, and specify the period during which it will take place and the number of 

shares to be issued or transferred.    

The second stage is divided into two parts, before and after the Initial Public Offering. 

Before the public offering: 

 Submission of the final newsletter in physical and electronic form for publication.  

 Submission of approval of the prospectus by the Securities and Exchange 

Commission.    

After the initial public offering:  

 Announcement on ATHEX of the public subscription period.  

 Submission of supporting documents for listing within five days from the end of the 

public offering.  

 Checking of the new documentation and decision making of the Athens Stock 

Exchange.    

Stage Three:   

 Submission of a third file of supporting documents for listing.  

 Check of the completeness of the third file of supporting documents.  

 Admission for trading in the issuer’s stocks.  

 Entrance in DSS
6
 and OASIS

7
.    

 The submission of supporting documents must be completed within five working days 

since the end of the initial public offering period. The commencement of the trading of 

                                                           
6
 Dematerialized Securities System (DSS) is a computerized accounting system managed by the Central 

Securities Depository (CSD) and used since the dematerialization of shares was applied to the Athens Stock 

Exchange (ATHEX). 

7 All transaction orders are executed through the Automated Electronic Transaction System (OASIS) 

during the trading hours determined by a decision of the Board of Directors of the stock exchange. Orders 

are entered into OASIS by the terminals of the members of the Stock Exchange, which are Public Limited 

Stock Companies (AEO) and banks. 
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the shares begins fifteen calendar days from the day the Athens Stock Exchange gives the 

final approval for the listing of the shares. 

 

1.4.3 The role of the Consultant / lead underwriter 

 

 The issuer, during the initial period prior to the application for listing, opts for a credit 

institution, firm or investment firm to take on the role of the consultant, in order to run 

the public offering process. If the amount of shares is high, the consultant’s role is usually 

entrusted to more than one bank. The main consultant may be one or more. It is his duty 

to co-ordinate the admission process and to check the drafting of the prospectus with the 

help of the other consultants. One of the main obligations of the consultant, or the 

underwriter if there is no consultant, is to prepare the prospectus in an objective and 

legitimate way in order to protect the interests of all the parties involved (issuer, ATHEX, 

investing public). The decisive role of the concessionaire in the preparation of the 

prospectus is the responsibility that is taken for any inaccuracy or incompleteness of this 

prospectus, ensuring the legality of the issuing company and the on-time publication. 

  The subsequent role of the consultant or the underwriter varies depending on the form 

of the contract to be signed between the issuer and the consultant. In particular, if there is 

an underwriting agreement, the contractor supervises the initial public offering process 

and promotes shares to the public without signing an own-account contract. The 

consulting services are made in return for commission. The second case is when the 

consultant or the underwriter guarantees and is obliged to cover the unsecured securities. 

Also there is a third case where the consultant or underwriter takes over all the titles with 

a takeover contract and makes them available to the investing public acting on his behalf.  

 Finally, the maximum number of shares that each investor may acquire over the 

duration of the public offering should be determined so that there is adequate dispersion 

(which is one of the prerequisites for the listing of shares in a regulated market such as 

the stock market). Therefore, the main objective of the consultant on the initial public 

offering process is to ensure that the issuer will collect the amount he wishes from the 

offer of the shares, which has been agreed in advance. Also, the consultant ensures that 

the investors acquire a certain number of shares at a fair price and finally he takes care to 

place all the shares at the right price. Finally, he supervises the whole process in order to 

protect all parties involved. 
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CHAPTER 2 

LITERATURE REWIEW 

 

2.1 Introduction 

 

  As we already mentioned above, the main reason why a company chooses to proceed 

with the public offering (hence entering the stock market) is to raise capital and acquire 

the ability for old shareholders to convert their shares into cash in the future in a highly 

liquid market. Additionally the company gains publicity and prestige, since the trading of 

the shares in a regulated market employs a large number of investors to whom the name 

of the company is known. In general, a company’s move to go public has both significant 

advantages and drawbacks. 

  

2.2 International evidence on IPOs 

 

 There are several theories that deal with the reasons why companies are making a 

public offering of their shares. Ritter & Welch (2002), using references to other 

researchers, group these different theories into four categories: the company's life cycle, 

the momentum of the market, theories based on company data, and finally, according to 

the sector (industry) of the companies to be imported. They conclude that companies 

offer their shares publicly when market conditions permit it, but only if they have passed 

a certain stage in the company's life. IPOs have been a major concern for scholars of 

finance worldwide since the 1960’s. The main phenomena that have been observed refer 

to the short-term and long-term performance of the initial Public Offerings and the 

existence of hot issue periods.  The International literature focuses on these theories and 

there is a massive volume of international studies that tests all these findings. 

 

2.2.1 IPO Under-pricing and empirical evidence 

 

 IPO under-pricing sometimes referred to as abnormal initial returns of IPOs, is the 

often observed very high first-day trading return of Initial Public Offerings. The under-

pricing phenomenon raises the question why issuers are leaving this money on the table, 

when they could have achieved a higher offering price (Loughram, Ritter, 2002). 
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 The pioneers of this empirical hypothesis are Ibbotson (1975) as well as Mc Donald 

and Fisher (1972) who among others find that the initial performance of IPOs is positive. 

Ibbotson (1975) measured an initial performance of 11.4% during the 1960s in the United 

States. However, since at that time he had only access to offer prices and calendar month-

end prices, this figure is not precise in terms of first-day return. On the other hand, Mc 

Donald and Fisher (1972) observed a return of 28.8% with regard to the offer-price and 

the published market price during the first trading week for the year 1969 in the United 

States. More recent research suggests that IPO under-pricing in not only a temporary 

phenomenon.  

 The following table (table1), which has been compiled in Loughran, Ritter & 

Rydgvist's “Initial Public Offerings: International Insights” (1994) and it is periodically 

updated (last update May 21, 2015), is indicative of the concentrative results that have 

been found according to the international literature. In this table, we see that the average 

initial return is positive for the 52 Stock Markets, regardless of whether it is a developed 

or growing market, whichever sample and time period. This yield ranges from 3.3% 

(Russia) to 239.8% (Saudi Arabia). It is worth noting that despite the high range of 

returns they are all positive, while Greece is in the seventh place with 50.8% yield. 

 

Table 1: Equally weighted average initial returns – international insight 

 

Country  Source  Size  Period Return  

Argentina  Eijgenhuijsen & van der Valk, Dealogic  26  1991-2013  4.2%  

Australia  Lee, Taylor & Walter, Woo, Pham, Ritter  1,562 1976-2011  21.8%  

Austria  Aussenegg  103  1971-2013  6.4%  

Belgium  Rogiers, Manigart & Ooghe, Manigart DuMortier, 

Ritter 

114 1984-2006  13.5%  

 

Brazi l Aggarwal, Leal & Hernandez, Saito Ushisima 275  1979-2011 33.1% 

Bulgaria  Nikolov  9 2004-2007  36.5%  

Canada  Jog & Riding, Jog & Srivastava, Kryzanowski, 

Lazrak & Rakita, Ritter  

720  1971-2013  6.5%  

Chile  Aggarwal, Leal & Hernandez Celis & Maturana, 

Dealogic  

 81  1982-2013 7.4%  

China  Chen, Choi, & Jiang, Jia, Xie & Zhang  2,512  1990-2013 118.4%  

Cyprus  Gounopoulos, Nounis, and Stylianides, Chandriotis   73  1997-2012 20.3%  

Denmark  Jakobsen & Sorensen, Ritter  164  1984-2011 7.4%  
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Egypt  Omran, Hearn  62 1990-2010 10.4%  

Finland  Keloharju  168  1971-2013 16.9%  

France  Husson & Jacquillat,Leleux & Muzyka Paliard & 

Belletante, Derrien & Womack, Chahine, Ritter, 

Vismara  

 697 1983-2010 10.5%  

Germany  Ljungqvist, Rocholl, Ritter, Vismara  736  1978-2011 24.2%  

Greece  Nounis, Kazantzis & Thomas Thomadakis, 

Gounopoulos & Nounis  

 373  1976-2013 50.8%  

Hong Kong  McGuinness, Zhao & Wu, Ljungqvist & Yu Fung, 

Gul, and Radhakrishnan, Dealogic 

1,486  1980-2013 15.8%  

India  Marisetty and Subrahmanyam, Ritter  2,964  1990-2011 88.5%  

Indonesia  Suherman  464  1990-2014 24.9%  

Iran  Bagherzadeh  279 1991-2004 22.4%  

Ireland  Dealogic  38 1991-2013  21.6%  

Israel  Kandel, Sarig & Wohl, Amihud & Hauser, Ritter   348  1990-2006 13.8%  

Italy  Arosio, Giudici & Paleari, Cassia, Paleari & 

Redondi; Vismara  

 312 1985-2013 15.2%  

Japan  Fukuda, Dawson & Hiraki, Hebner & Hiraki; 

Pettway & Kaneko, Hamao, Packer, & Ritter; 

Kaneko & Pettway  

3,236  1970-2013 41.7%  

Jordan  Al-Ali and Braik  53 1999-2008 149.0% 

 Korea Dhatt, Kim & Lim, Ihm, Choi & Heo Mosharian & 

Ng Cho Joh, Dealogic, Lee  

 1,758 1980-2014 58.8%  

Malaysia  Isa, Isa & Yong, Yong, Ma, Dealogic  474  1980-2013  56.2%  

Mauritius  Bundoo  40 1989-2005 15.2%  

Mexico  Aggarwal, Leal & Hernandez, Eijgenhuijsen & van 

der Valk;, Villarreal  

123 1987-2012  11.6%  

Morocco  Alami Talbi, Hearn  33  2000-2011 33.3%  

Netherlands  Wessels, Eijgenhuijsen & Buijs Jenkinson, 

Ljungqvist, & Wilhelm, Ritter  

181 1982-2006 10.2%  

New 

Zealand  

Vos & Cheung, Camp & Munro, Alqahtani, Dealogic   242 1979-2013 18.6%  

Nigeria Ikoku, Achua, Dealogic  122  1989-2013 13.1%  

Norway  Emilsen, Pedersen & Saettem, Liden, Dealogic   209  1984-2013 8.1% 

Pakistan Mumtaz  80  2000-2013  22.1%  

Philippines  Sullivan & Unite, Dealogic  155  1987-2013 18.1%  

Poland  Jelic & Briston, Woloszyn  309  1991-2014 12.7%  

Portugal  Almeida & Duque, Dealogic  32  1992-2013  11.9%  

Russia  Dealogic  64  1999-2013 3.3%  
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Saudi Arabia  Al-Anazi, Forster, & Liu, Alqahtani  80 2003-2011  

239.8%  

Singapore  Lee, Taylor & Walter, Dawson, Dealogic  609  1973-2013 25.8%  

South Africa  Page & Reyneke, Ali, Subrahmanyam & Gleason, 

Dealogic  

316  1980-2013  17.4%  

Spain Ansotegui & Fabregat, Alvarez Otera, Dealogic  143 1986-2013 10.3%  

Sri Lanka  Samarakoon  105  1987-2008 33.5%  

Sweden  Rydqvist, Schuster, de Ridder  374  1980-2011  27.2%  

Switzerland  Kunz, Drobetz, Kammermann & Walchli, Dealogic   164  1983-2013 27.3%  

Taiwan  Chen, Chiang  1,620 1980-2013 38.1%  

Thailand  Wethyavivorn & Koo-smith, Lonkani & Tirapat, 

Ekkayokkaya and Pengniti, Vithessonthi  

500 1987-2012  35.1%  

Tunisia  Hearn  32  2001-2013  24.3%  

Turkey  Kiymaz, Durukan, Ince, Kucukkocaoglu, Elma  399  1990-2013  9.7%  

United 

Kingdom 

 Dimson, Vismara, Levis  4,932 1959-2012 16.0%  

United 

States 

 Ibbotson, Sindelar & Ritter, Ritter 12,702  1960-2014 16.9% 

 

Source: Initial Public Offerings: “International Insights” Tim Loughran (University of Notre Dame) Jay R. 

Ritter (University of Florida) Kristian Rydqvist (Binghamton University - State University of New York) 

published in the June 1994 Pacific-Basin Finance Journal Vol. 2, pp. 165-199 Updated May 21, 2015. 

  

 The following figures (Figure 1 and Figure 2) illustrate the range of the equally 

weighted average initial returns from the fair 3.3% of Russia to the impressive 239.8% of 

Saudi Arabia. The first one contains results for the 27 countries with return lower than 

20%. 

 

Graph 1: Equally weighted average initial returns less than 20%. 
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 The second figure contains the rest 25 countries with equally weighted average initial 

returns more than 20%. The three countries with excessive return more than 100% are 

illustrated with red color and Greece is colored green and takes the seventh place as 

already mentioned above. 

 

Graph 2: Equally weighted average initial returns more than 20%. 

 

According to international literature several explanations have been proposed for 

initial public offerings’ short-term under-pricing. One of the best known is the 

information asymmetry theory first formulated by Baron (1982). In his extensive research 

he argues that an informational asymmetry between the underwriters and the issuers is the 

reason that causes the impressive first-day return.  He also formulated a model, where 

superior information concerning the possible demand for the stocks is possessed by the 

underwriter, while the issuer is unable to make reliable observations on the distribution 

efforts of the underwriter. As a result of this lack of information, the underwriter in due 

course minimizes his efforts to sell the issue by offering the shares at a discount. 

However, this hypothesis is put in dispute by Muscarella and Vetsuypens (1989) who 

find solid evidence against it, as those investment bankers act the same way in their own 

firms when going public.  
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2.2.1.A   The winner’s curse hypothesis 

 

Another researcher who attributes the under-pricing phenomenon to asymmetrically 

distributed information is Rock (1986) but he focuses his analysis on the advantage that 

informed investors have over the uninformed. According to his analysis, only uninformed 

investors submit purchase orders for over-priced issues and they finally receive all the 

available shares. On the other hand, both informed and uninformed investors submit 

purchase orders for under-priced issues, but in this case the shares are rationed equally 

among them. This hypothesis finally leads uninformed investors to face a “winner’s 

curse” because they have a greater probability of being allocated shares in over-priced 

and under-subscribed issues. In other words, uninformed investors get all the shares they 

have asked for, only because the informed investors don’t want them. 

In contrast to Rocks’ explanation are the findings of Hanley and Wilhelm (1995). 

They find that institutional investors receive large proportions of IPOs for which pre-

market demand is strong but almost equal for the ones that pre-market demand is weak. 

Thus, for some reason it seems that individual investors are not able to use their 

informational advantage.  

 

2.2.1.B   Market feedback hypothesis 

 

 According to this hypothesis, investors initially want to hide their interest since they 

know that this may affect the offering price. This means that a revealed strong demand 

leads to an increase of the offering price which is to their disadvantage. That is the reason 

why underwriters want to set the offering price low enough to provide profit in order to 

compensate investors for revealing strong will to buy shares. This is the main idea 

supported by Benveniste and Spindt (1989).  

 

2.2.1.C   Bandwagon hypothesis 

 

 Another reason for under-pricing is the cascade phenomenon reported by Welch 

(1992) or bandwagon effect according to other writers. It has to do with the tendency of 

investors to ignore their own information and to follow the moves of the rest of the 

investors (agrarian behavior). This study suggests that if the sale price is high and there is 

little response at the beginning of the subscription period, the rest of the investors will be 
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discouraged from proceeding with the purchase of the shares. Thus, an issuer may want 

to under-price intensively an issue to encourage the first few potential investors to buy, 

and induce a bandwagon in which all subsequent investors want to buy independently of 

their own will.  

 

2.2.1.D   Lawsuit avoidance 

 

 In some countries, for example in the United States and Germany, issuers may face 

legal liabilities that overwhelm the over-pricing of an offering. According to Tinic 

(1988), since the authorities in these countries moved against some companies, the under-

pricing of initial public offerings increased as issuers and underwriters, in the face of a 

prosecution, preferred to give space for high returns to investors. On the other hand, 

Drake & Vetsuypens (1993) contradicted this view, concluding that underestimation 

cannot be due to avoiding prosecution, since the phenomenon of under-pricing also 

applies in countries where there are no corresponding laws.  

2.2.1.E   Signaling 

 

Grinblatt & Hwang (1989), Allen & Faulhaber (1989) and Welch (1989), study the 

phenomenon of under-pricing based on the signaling theory. The first paper assumes that 

the issuer has better information than investors and states that the company's internal 

value is positively related to the degree of underwriting. The second study assumes that 

the contractor does not have an active role in the public offering and that the publisher 

has better information on the prospects of the business. He says that high quality 

companies accept a lower IPO price for a more favorable interpretation of future high 

dividends resulting in a higher stock price in the aftermarket. On the other hand low 

quality companies know their expected performance and the resulting valuation. So they 

know that they could not recoup the initial losses from under-pricing and for that reason 

they cannot afford to signal.  In the third paper, Welch (1989) states that the company 

itself has the best information about its future cash flows and use this feature to signal the 

market in terms of quality. A company wishes to signal the true value of the firm by 

offering shares at a discount and by retaining some shares of the new issue in its own 

portfolio hoping to achieve higher prices at seasonal offerings.  

 The last two studies cited above refer to a phrase from Ibbotson (1975), that strong 

companies offer a lower price to "leave good taste to investors’ mouth", with the high 
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yield that they will reap, and so at a seasonal offering, they can offer the shares at a 

higher price.  

 

2.2.1.F   Investment banker’s monopsony power 

 

Another approach suggested by Ritter (1998) concerns the strength of the investment 

bankers, which determines the bid price, trying to dispose of all the shares of the issuer. 

The investment bankers set a low price and wish for an increasing share demand. 

However, under-pricing also applies in cases where the underwriter and the issuer are the 

same credit institution, so this approach is weakened. 

 

2.2.1.G   Principal agent problem 

 

 Ljungqvist and Wilheln (2003) propose another explanation for the under-pricing 

phenomenon. They argue that under-pricing possibly arises due to principal agent 

problems. This is due to the fact that agents may have more incentives to act in their own 

interest rather than in the interest of the principal. This usually occurs when principals 

hire agents in order to act on their behalf. 

 

2.2.1.H   Prospect theory 

 

 When the phenomenon of under-pricing occurs, the issuer loses money. The reason the 

issuer always agrees to have a low bid price, is to increase the wealth of existing 

shareholders. Loughran & Ritter (2002), propose that prospect theory is the answer to the 

question, why companies are leaving money on the table. The main feature of prospect 

theory is that in most situations issuers will sum the wealth loss from under-pricing with 

the large wealth gain on the retained shares from a price jump that produces a net 

increase in wealth for pre-issue shareholders. 

 

2.2.1.I   Anchoring 

 

Anchoring is the phenomenon where people make estimates by starting from an initial 

value that is adjusted to yield the final answer, but where the adjustment is typically 

insufficient. Henley (1993) and Lawry and Schwert (2002) found that the extent of under-

pricing is strongly related to the revision of the offer price. Usually when the price has 
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been revised upwards in comparison to what has been anticipated in the prospectus, the 

under-pricing is higher. 

 

2.2.2 Long-run performance of IPOs 

 

The best evaluation of the success of an initial public offering is the performance of 

the company in the long run period. Long-run performance of initial public offering is 

being analyzed in the long-run, two to three years or more after the listing date. The 

international literature refers to long-run under-performance of initial public offering 

which in contrast to the under-pricing of initial public offerings, seems to develop in the 

opposite direction and thus raises further questions. Loughran and Ritter (1995) observe 

an average annual return for initial public offerings of 5.1% over a five year period after 

the initial public offering. In contrast, the firms they use as a benchmark exhibit a return 

of 11.8%. Particularly outstanding is the fact that the worst performance is during the first 

year and the difference between initial public offering performance and matching firms is 

the lowest in year five. An additional finding by Ritter (1991) is that initial public 

offerings with the highest under-pricing in the short-run perform the worst in the long-

run.  

Research around the world has dealt with this phenomenon of under-performance and 

most of it comes to the same conclusion. For the United Kingdom and for the period 

1980-1988, Levis (1993) finds that the average return on initial public subscriptions was 

55.72%, while the three indices used as benchmarks were 62.49%, 69.37% and 97.83% 

respectively. This indicates a return of -8.1%. Aggarwal, Leal & Hernandez (1993) for 

the period 1980-1990 in Brazil for the 1982-1990 period in Chile and for the period 1987-

1990 in Mexico found that the average three-year yield in Brazil is -47%, the average 

three-year yield in Chile is -23.7%, while for one year in Mexico the average yield is -

19.6%. Cai, Liu & Mase find that in 36 months (1997-2001) the performance is 30% less 

than the rest of the market in China. For Thailand, the Vithessonthi (2007) survey for 

public subscriptions for the 2000-2005 period resulted in a three-year return below the 

index of 38.74%. Similar conclusions are reached for Spain according to Alvarez and 

Gonzalez (2005). As for Germany, the total abnormal return amounts to -12.1% for a 

period of three years (36 months). Abnormal return here means the return difference 

between the performance of IPO stocks and their benchmarks that have not issued equity 

recently.  
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Trying to sum up all the available results Ritter (1998) has created a table that offers 

all the basic information. We have updated this table and we added evidence from other 

countries with available research. Table 2 below is an adaptation of Ritter’s Table and 

gives as an international perspective of the under-performance phenomenon. There is still 

some discussion in the financial literature about the extent of the poor long-run 

performance of IPOs due to methodological issues (Ritter & Welch, 2002). 

 

Table 2: Long-run performance of IPOs – international insight 

 

Country Source Size Period Return 

Australia  Lee, Taylor and Walter  266  1976-1989  -46.5%  

Austria  Aussenegg  57 1965-1993  -27.3%  

Brazil  Aggarwal, Leal and Hernandez  62  1980-1990 -47.0% 

Canada  Jog and Srivistava  216  1972-1993  -17.9% 

Chile  Aggarwal, Leal and Hernandez  28  1982-1990 -23.7%  

China Cai, Liu & Mase  1997-2001 -30.0% 

Danemark   Jakobsen and Sorensen 176 1984-1992 -30.4% 

Finland  Keloharju  79 1984-1989  -21.1%  

France Leleux  69 1985-1991 -11.2% 

Germany Ljungqvist  145 1970-1990  -12.10%  

Greece Gounopoulos, Nounis, Thomadakis 254 1994-2002 -15.35% 

India Kumar 21 1999-2004 -14.69% 

Italy Arosio et. al.  108 1985-1997 -11.53%  

Japan  Cai and Wei  172 1971-1990  -27.00%  

Korea  Kim, Krinsky and Lee  99  1985-1988 +2.00% 

Spain  Alvarez and Gonzalez  56  1987-1997  -37.05%  

Singapore  Hin and Mahmood  45  1976-1984 -9.20% 

Sweden  Loughran, Ritter  162 1980-1990 +1.20%  

Turkey Ozden 138 1990-1995 -63.00% 

Thailand Vithessonthi  1990-1997 -38.74% 

U.K.  Levis  712  1980-1988  -8.10%  

U.S. A. Loughran and Ritter  4,753  1970-1990 -20.0%  

Switzerland  Kunz and Aggarwal  42 1983-1989  -6.10%  

Hong Kong  Dawson  21 1978-1983   -9.30%  

Malaysia  Dawson  21 1978-1983  +18.20% 
 

Source: “Initial public Offerings”, Jay R. Ritter, Contemporary finance digest vol. 2, No.1, 5-30, spring 

1998 and recent update. 

 The graphic illustration below (Graph 2) shows all these data combined. It is evident 

that in most of the cases market adjusted returns have usually been found negative with 

some exceptions as for example Sweden where IPO over-performance has been noticed, 
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rather than negative long-term returns. Loughran et al. (1994) have found that in Sweden 

IPO companies outperform the market by 1.2 %. Also, Kim et al. (1995) using a sample 

of 169 firms listed on the Korea Stock Exchange during the period 1985-1989, report that 

Korean IPO companies over-perform compared to the benchmark of companies with 

similar characteristics by 2.00 %. 

 

 

Graph 3: Comparative evidence on under-performance – international insight  

All these findings show that initial public offering returns in smaller developed 

countries are higher in comparison to large ones. This is probably a situation that could 

be explained if we take into consideration the transparency level and the limited number 

of issuing firms in smaller markets. 

There are numerous of studies concerning the emerging markets and stock exchanges 

which provide evidence on long-term under-performance of initial public offering stocks. 

However, there are a number of obstacles that undermine the coherence and the 

consistency of the results such as the relatively low number of listed companies.  

Although in the majority of developing economies the long run excess return of newly 
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slight positive three-year excess return of 2.00%. Another important emerging market 

showing a significant over-performance of initial public offering stocks in the long run is 

the Malaysia Stock Exchange, were three-year average excess return is 17.86%. 

Σhe question here is, why this long-run underperformance exists and why investors 

possibly overvalue initial public offering stocks in the short-run, specifically at the date 

of the issue. We present some empirical evidence that initial public offerings are over-

valued by investors in the short-run and subsequently we try to give some possible 

explanations for this initial overvaluation. 

 

2.2.2.A   Evidence on initial investors’ over-optimism 

 

Loughran and Ritter (1995) suggest that firms issuing during years when there is little 

issuing activity do not underperform much at all. On the other hand, companies selling 

stock during high-volume periods severely underperform. The same is also supported by 

Helwege and Liang (2004) who find that only “hot” market initial public offerings 

underperform with regard to the stock price and that profit ratios tend to fall from IPO 

levels.  

Purnanandam and Swaminathan (2004) find that initial public offerings are 

systematically overvalued at the offer date with respect to the fair value. These findings 

lead to the conclusion that investors overvalue equity issues in certain periods. Another 

outcome of their research is that although overvalued Initial public offerings experience 

higher growth in sales in the first year after going public it finally declines rapidly and by 

year five it is not appreciably different from that of undervalued IPOs. As described 

above, there is some evidence that the market is overly optimistic about the prospects of 

initial public offerings and some possible explanations for this initial overvaluation are as 

follows. 

 

2.2.2.B   Reasons for initial over-valuation 

 

One of the most widespread interpretations is the Overreaction hypothesis. Founders 

of this theory are De Bondt and Thaler (1985). In their research they argue that extreme 

movements in stock prices will be subsequently followed by price movements to the 

opposite direction and also the more extreme this initial price movement is, the greater 

the subsequent adjustment will be.  Eventually, the findings of their study support that 
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“loser” portfolios tend to over-perform in the long-run whereas “winner” portfolios tend 

to under-perform significantly. A company is classified as a “winner” when it 

experiences superior operating performance during the initial public offering period and 

as a “loser” in the opposite case.  

If we consider the two assumptions to be valid, then these findings can also be applied 

to the initial public offerings area. The first is that the company chooses to schedule the 

public offering in periods that the business has to demonstrate good operational 

performance. The second assumption is, necessarily, the assumption that the operating 

performance and share performance are highly correlated. As a consequence, the 

company’s stock performance experiences its peak on the day of IPO, but as a result of 

the overreaction hypothesis this peak will soon turn to be a price movement to the 

opposite direction. 

Another popular explanation of the long-run performance of initial public offerings is 

a theory known as Representativeness Heuristic. Tversky and Kahnemann (1974) in 

laboratory experiments detected that people are accustomed to assessing and ranking 

things as typical or “representative” for a specific class and ignore the laws of probability 

when acting that way.  

Despite the fact that this is an aspect concerning behavioral theories, it is also 

applicable to stock markets. Investors rank stocks as growth stocks taking into account 

only their recent performance and profitability, ignoring the potential that this 

profitability momentum cannot be continued in the future with the same impetus. This 

phenomenon is well observed especially in new industries, where the majority of the 

companies are relatively young and experience high profitability. As a result, there is an 

initial over-valuation since investors fail to see the probability that these earnings cannot 

keep growing at the same pace “indefinitely”. 

An additional explanation is the hypothesis of Divergence of Opinion. Miller (1977) 

suggested an explanation for the poor long-run performance of initial public offering 

taking into consideration his theory of divergence of opinion. It should be mentioned that 

there is one necessary restriction that affects the validity of the hypothesis. This theory 

only holds when short-selling is restricted.  

Regarding initial public offerings, the theory assumes that the price is not set by all 

investors but is determined by a small minority of investors who are sure and willing to 

invest by acquiring shares in the stock market. This divergence on the investors' opinion 

on a stock acquisition is greater during the initial public offering and a possible 
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explanation is the uncertainty about the success of the venture. Over time, however, this 

uncertainty is diminishing as more and more data about the company's performance are 

disclosed and are available to investors. This will lead to a reduction in uncertainty and 

hence to a reduction in the divergence of opinion.  

Loughran and Ritter (1995) suggest a further hypothesis regarding a particular initial 

public offerings category. They have observed that in many cases small businesses are 

particularly dynamic and developing. Thus, the investment community is expected to 

have found the next business that will grow rapidly to a giant
8
 yielding of course profits 

for their own interest. This hypothesis is best known as Big Winner Hypothesis. To sum 

up, investors seem to systematically misestimate the possibility of finding a big winner.  

Another research by Dechow et al. (2000) indicates that the earnings forecast and 

long-term growth forecast are negatively related with the 5-year buy and hold market 

adjusted return of IPOs. On the one hand, there is evidence that analysts’ forecasts are 

optimistic and the accuracy of future performance is deteriorating as the time period is 

extended. On the other hand, there is strong evidence that this negative relationship is 

significantly stronger when the underwriter is affiliated with the analyst. This behavior 

highlights the trade-off of underwriting banks and it is easily explained if we take into 

consideration that underwriting banks provide services to both companies and investors. 

So, if an analyst issues a negative forecast and at the same time is being asked to provide 

his services as underwriter, a conflict of interest arises and this may explain the over 

optimism of investors and initial overvaluation of initial public offerings.  

Finally, there is one last explanation known as Window-Dressing. Jain and Kini 

(1994) argue that a company may attempt to “window-dress their financial statements 

prior to going public” whereas Teoh et al. (1998) and Rangan (1998) find evidence that 

earnings are abnormally high during the initial public offering year which confirms that 

companies try to boost their earnings before selling stock. There are many creative ways 

to do so, by increasing current accruals or even by delaying expenses recognition.  But in 

any case this cannot be sustained because all these tricks have to be annulled in later 

periods. Nonetheless, if the investors are not able to prove that the increased earnings are 

caused by window-dressing, they may have the false assumption that increased earnings 

levels will keep on. 

                                                           
8
 The probability a given IPO to be the next Microsoft is three percent, but investors have instead estimated 

that it is four percent (resulting in a 33 percent overvaluation). Justina Dietrich, Variables influencing the 

severity of IPO under-pricing, (2012). 
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2.2.3 “Hot” issue market 

 

Ibbotson & Jaffe (1975) define hot issue periods as periods when the average 

performance of the first month of a public record is unusually high. In their conclusions, 

they find that during these periods, the average monthly performance is positively 

correlated with the number of Initial Public Offerings. The sample proves that these 

periods are specific and do not extend indefinitely. Ritter (1984) goes one step further and 

concludes that each period with high initial returns for public records is followed by a 

prolonged period in which a large number of Initial Public Offerings are presented. In 

another paper by Ritter (1998), it is reported that the hot issue period of Initial Public 

Offerings is followed by periods when the market is high and that for this phenomenon 

there is no rational explanation. 

2.2.4 Empirical studies about Greece 

 

As regards the Greek stock exchange, the studies concerning the performance of initial 

public offerings are few in number. One possible explanation for this may be the fact that 

there was a small number of listed companies up to the end of 1980s. In particular, 

Nounis (2005) examines the period 1976-2003 during which the initial public offerings 

for the sub-period of 14 years (1976-1989) are only 19, and for the next five years (1990-

1994) they are 103. The small number of initial public offerings is a parameter that 

undermines the reliability of the results. Moreover, it is noted that the majority of 

research was conducted by Greek researchers.  

 

Table 3: Literature review - studies about the Athens Stock Exchange (A.S.E.) 

Author  Time period  Average under-

pricing  

Tylydra  1971-1994  40.00%  

Papaioannou & Traylos  1987-1995  20.37% *  

Kazantzis, Levis  1987-1991  48.50%  

Papamatheou 1987-1995  20.37% 

Kazantzis, Thomas  1987-1994  50.89% - 51.73% *  
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Kollindzas, Sfakianakis, Tyligada  1972-1994  26.30% *  

Lazaridis, Livanis, Kolyvopoylos 1995-1999 113.63% 

Travlos, Papaioannou, Philippe & Safieddine  1987-1994 50.12 %** - 57.08% *  

Nounis  1994-2002 41.09% - 59.45% **  

Nounis  1976-2003 27.5%  - 39.00%* 

Kenourgios, Papathanassiou & Melas  1997-2002 52.70% - 54.28%  

Libanis, Theoharidou, Damari & Stoyannidou  1995-1999 106.80%  

Libanis, Theoharidou, Damari & Stoyannidou  2000-2003 39.00% 

* Returns are adjusted to the market performance. 

** Annual returns.     

 

The results reported in the table above (Table 3) concern the performance of the initial 

public offerings taking into consideration the import price. In some studies the initial 

trading period is one day, and in others one year, while some of the studies calculate this 

market-adjusted return. In all studies, performance is positive, which means that the 

phenomenon of under-pricing of initial public offerings is valid for the period under 

consideration. However, this does not absolutely hold for their long-term performances. 

The results for the long-run are contradictive. Lazaridis, Livanis, Kolyvopoylos (2000) 

examined IPOs for the period 1995-1999 and the results were an under-pricing by 

113.63% for the short-run and a persistent positive return of 40.22% even after the first 

three years following their initial listing on the stock market. 

However, no direct comparison can be made between these studies as they refer to 

different time periods, they calculate the returns using different methodology, since in 

some cases returns are raw while in others adjusted to the market performance. 
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CHAPTER 3 

DATA AND RESEARCH METHODOLOGY 

 

3.1 Data collection 

The basis for this research is a sample of data regarding the initial public offering of 

shares in the Athens Stock Exchange which are still negotiable in the market. The daily 

prices for the sample concern the period 2002-2016 and are the closing prices of the 

period under investigation. The sample concerns only common stocks and for the purpose 

of the study preference
9
 stocks are excluded.  

The data used for the construction of the initial public offerings database comes from 

the website of the Athens Stock Exchange
10

, whereas the time-series with the closing 

prices of the stocks under consideration were available in financial websites
11

.  

At the time of the study, the initial public offerings for the period into consideration 

were 62. In the absence of data we will use 35 initial public offerings (Appendix 2) in 

order to study the short-run and long-run performance of those listed companies and 

make the necessary comparisons to the international empirical finding. The rest of the 

companies have been excluded because they are not negotiable in the market so far. In 

particular 27 companies of the total volume of IPOs concerning the period 2002-2016 are 

not participating in the index today. Some of them have been merged or been part of an 

acquisition. Other companies have been cleared or deleted or are in a suspension or 

surveillance. As a result, there are no data available or data appropriate for direct 

comparison.   

If we take a close look at the table in the appendix (Appendix 3) we can see that the 

total number of listed companies has declined from 360 concerning the year 2004 to 207 

for the year 2016. More than one out of three companies, one way or another has 

abandoned the stock exchange. Additionally, the companies under surveillance increase 

                                                           
9 Preference shares are preferential shares owned by a company with more rights over its profits in 

comparison to ordinary shares. Preference shares have priority over ordinary shareholders when the 

company gives dividend or when assets are liquidated and usually does not have the right to vote in the 

general meeting of the company. 

10
    http://www.helex.gr  

11
 http://www.capital.gr/finance/historycloses (all the time series of negotiable stocks available). 

http://www.euro2day.gr/investments/ase/201/list.html (information about IPOs in Athens Stock Exchange).  

 

http://www.helex.gr/
http://www.capital.gr/finance/historycloses
http://www.euro2day.gr/investments/ase/201/list.html
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from 19 to 30 and those under suspension from 10 to 27. Finally, the main market from 

2011 to 2016 lost 45 listed companies, almost 25% of all listed companies that 

participated in the market. 

In the following table (Table 4) the sample of 35 companies is further allocated per 

year for the period into consideration. In the year 2002 we had 21 IPOs but finally only 9 

have been included in the sample. This year has the biggest number of listings concerning 

the period under investigation. According to the data there is a declining number of IPOs 

in the following years. Especially for the years 2010-2013 there are no IPOs at all 

because of the severe financial crisis that stammered in the country. Historically, the most 

active year was the year 2000. With 53 new companies on the market, this year holds a 

record as a sequence of the frenzy of the previous year when the general index hit a 

historical limit up and stayed for a long period at a very high level. 

 

Table 4: Number of IPOs taken place per year 

Year number of IPOs sample 

2002 21 9 

2003 14 6 

2004 10 7 

2005 7 3 

2006 2 2 

2007 3 3 

2008 1 1 

2009 1 1 

2010 0 0 

2011 0 0 

2012 0 0 

2013 0 0 

2014 1 1 

2015 0 0 

2016 2 2 

 

Note: IPOs are categorized per year based on the stock’s initial trading day. 

 

The following graph (Graph 4) has the same information content as the table above. 

The blue column represents the total volume of IPOs per year, whereas the red one the 

number of IPOs we took into consideration. It is evident that our sample contains all the 

initial public offerings that took place since 2007 which are 8 companies including the 

last two that took place in 2016.  
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It is also necessary to mention that the data of the two more recent Initial Public 

Offerings, regarding 2016 are sufficient only to examine the short-run performance. The 

long-run performance according to international literature examines data of three to five 

years performance.   

 

Graph 4: Number of issues in Athens Stock Exchange (A.S.E.) per year (2002-2016) 

Also it is necessary to mention that we classified the IPOs taking into consideration 

the first trading day in the stock market and not the IPO period. 

Additionally, important information about the 35 companies of the sample is the total 

amount of capital raised during the IPO period and as a consequence the capitalization of 

the company on the first day of trading. In order to have results which are weighted 

according to the magnitude of each company, we have to compute a factor known as 

capping Factor (Appendix 4). The Athens Stock Exchange has equity indexes which have 

a limit on the weight of any single security. Thus, a capped index sets a maximum 

percentage on the relative weighting of a component that is determined by its market 

capitalization. The rationale behind a capped index is to prevent any single security from 

exerting a disproportionate influence on an index. For example there are companies 

which have high weight on the index representing a large portion of them
12

.  

As for the indexes of the Athens Stock Exchange this factor is daily adjusted according to 

closing prices and total number of shares. The table on the appendix (Appendix 4) 

                                                           
12

 The share of 3E Company according to the latest available update (15/12/2017) of the FTSE 20 index of 

Athens Stock Exchange has a capping factor of 21.12% affecting significantly the whole index price.  
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contains all the information mentioned above in comparison with the 35 shares of the 

sample. 

3.2 Data analysis 

 

The data analysis process represents all the necessary computations of the primary 

data reported in the data collection so as to have the appropriate ratios and numbers for 

the statistical control that will follow in the next chapter. These modifications are an 

auxiliary tool for our research.  

We have to ensure that there is the appropriate uniformity of the primary data, in order 

to ensure the integrity of the results. 

In Athens Stock Exchange for a long period of time there were specific regulations 

and restrictions concerning the listed companies. Until the end of November 1996 there 

was a limit of 8% for the first three days of negotiation. This limit was revised to 100% 

for the next year till December 1999 and was finally abolished. Our sample belongs to a 

time period with no restriction to the daily price change. 

Also we have to ensure that the time series are adjusted and the effect of splits or share 

capital increases have been eliminated. 

 

3.3 The Athens Stock Exchange (A.S.E.) during 2000 – 2013 

 

The next table (table 5) presents the closing prices of Athens Stock Exchange’s 

General Index, during the period under consideration (2002-2016). It is evident that after 

the historic peak of 1999 the Greek equity market entered a violent downward trend as a 

result of excessive and unjustified valuations realized previously and due to the broader 

negative international market outlook, which lasted until 2013. Following that year, the 

Greek stock market reversed this trend from the particularly low levels of the previous 

period entering an upward course up to the year 2007, when the international credit crisis 

began to show its momentum. The situation becomes even worse after the financial crisis. 

Since 2009 the country has been facing a severe crisis that has led the Athens Stock 

Exchange to depreciation and the General Index at an extremely low level.  
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Source: www.tradingecomomics.com/greece/stock-market 

Graph 5: General Index of Athens Stock Exchange (A.S.E.) 2002-2016 

If we compare the graphical illustration above (Graph 4) with the graph (Graph 5) 

which presents the closing prices, we can draw a useful conclusion about the volume of 

IPOs and the level of general Index as it has been described in the international literature 

about the hot issue market phenomenon. 

Also we have to mention that these figures concern IPOs in the Main market of the 

Athens Stock Exchange. We make this clarification because the Athens stock Exchange 

consists of three markets according to firms’ equity, the Main market, the Parallel and the 

New Market. The Main Market is the oldest and was founded back in 1876. The 

companies that decide to join this market have to acquire a net equity of at least 12 

million Euros and there is a strict legislation about the financial disclosures they have to 

conduct. The requirements for the Parallel market (established in 1990) are less extensive 

and strict, whereas the new market listing requirements are set even lower. In this study 

we took into consideration only the companies listed in the Main market.  

Another important fact about the Athens stock Exchange is the capitalization. We have 

to mention this aspect because it affects the reliability of our study. Due to the financial 

crisis the Greek capital market became shallow and volatile. As we can see in the graph 

below (Graph 6) the international financial crisis affected all European exchanges which 

lost about half of their capitalization but they recover in the following years. On the 

contrary, the Greek capital market devaluated even more.  
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During the 2000-2007 period, the relevant index for the Greek capital market was 

lower than the European average by 4 to 12.7 percentage points, while during the 2008-

2016 period this difference ranged from 16.4 to 55.6 percentage points, with the largest 

deviation being recorded in 2016. This percentage point represents the capitalization in 

comparison to gross domestic product (GDP) of each country. If we take into 

consideration the dramatic decline of the Greek GDP in the years of the crisis, then we 

understand the dramatic situation of 2011 when the Greek capital market represented 

only 12.6% of GDP. 

 

 
Source: http://www.helex.gr/annual-reports 

Graph 6: Capitalization of A.S.E. and European Exchanges (as % of GDP) 

 This graphic illustration that represents the data of the following table (Table 5) shows 

in the most emphatic way the situation of the Greek Capital market, where the index can 

be affected even by small investors. The absence of interest and financing capital finally 

endangers the results of any study regarding this period of time. 

Table 5: Capitalization of A.S.E. and European Exchanges (as % of GDP) 

 
MARKET 
CAPITALIZATION 

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

 
ATHEX 

77.9 26.8 33.0 22.3 12.6 17.8 32.7 25.7 21.3 20.1 

EUROPEAN 
EXCHANGES 

84.6 46.2 60.1 64.3 53.3 59.4 68.7 70.8 73.2 75.7 

 

Source: http://www.helex.gr/annual-reports 

77.9

26.8
33.0

22.3
12.6

17.8

32.7
25.7 21.3 20.1

84,6

46.2

60.1 64.3
53.3

59.4
68.7 70.8 73.2 75.7

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

ATHEX EUROPEAN EXCHANGES



 
 

35 
 

3.4 Research methodology 

 

The two theories that will be tested are the short-run under-pricing and the long-run 

under-performance. We will use Descriptive statistics in order to produce descriptive 

coefficients that summarize the data sets available. Descriptive statistics are broken down 

into measures of central tendency and measures of variability, or spread. 

A Measure of central tendency that will be used in this study is the Mean of 

accumulative abnormal return, while measures of variability include the standard 

deviation or variance, and the kurtosis and skewness. 

For a data set, the terms arithmetic mean and average are used synonymously to refer 

to a central value of a discrete set of numbers, specifically, the sum of the values divided 

by the number of values. 

In descriptive statistics, the mean may be confused with the median or mode, as any of 

these may be called an “average” or a measure of central tendency. The mean of a set of 

observations is the arithmetic average of the values, however, for skewed distributions 

the mean is not necessarily the same as the middle value (median), or the most likely 

value (mode). 

For this reason we will estimate the standard deviation which is a measure that is used 

to quantify the amount of variation or dispersion of a set of data values. A low standard 

deviation indicates that the data points tend to be close to the mean (also called the 

expected value) of the set, while a high standard deviation indicates that the data points 

are spread out over a wider range of values. The standard deviation is commonly used to 

measure confidence in statistical conclusions. It is very important to note that the 

standard deviation of a population and the standard error of a statistic derived from that 

population (such as the mean) are quite different but related (related by the inverse of the 

square root of the number of observations). In science, many researchers report the 

standard deviation of experimental data, and only effects that fall much farther than two 

standard deviations away from what would have been expected are 

considered statistically significant. The standard deviation is also important in finance, 

where the standard deviation on the rate of return on an investment is a measure of 

the volatility of the investment. 

On the other hand, skewness is a measure of the asymmetry of the distribution of a 

random variable about its mean. The skewness value can be positive or negative, or 

undefined, whereas it is a measure of the “tailedness” of the probability distribution. In a 
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similar way to the concept of skewness, kurtosis is a descriptor of the shape of a 

probability distribution and, just like skewness, there are different ways of quantifying it 

for a theoretical distribution and corresponding ways of estimating it from a sample of a 

population 

 

3.4.1 Short-run performance 

 

As we already mentioned above under-pricing is in other words the over-performance 

observed in the first days of trading.  In order to calculate this day by day performance 

we need to calculate the percentage performance. We will take into consideration the 

return of the first five days. We define this raw return as Return and it is computed with 

the next equation: 

 

Return =
Closing  Price −Opening  Price   

Opening  Price
X  100 

 

R= Return (Raw) 

 

These computations have to be done for each share price separately. After that we can 

compute the Mean Return for every set of prices. In descriptive statistics, it is the most 

commonly used and readily understood measure of central tendency: 

 

Mean  Return =
 Returnn

j=1

n
 

j= 1, 2, 3,……,n. 

n= the number of IPOs taken into consideration  

Then we can compute the Adjusted Return. This number represents the performance 

of the stock if we remove the performance of the General Index. Both performance of 

General Index and Shares are computed the same way as described above. 

 

Adjusted Return = Return – General Index Return 
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AR = Adjusted Return 

   R = Return 

The Mean Adjusted Return is calculated with the following equation and represents 

the mean performance of the sample after the removal of the General Index performance. 

Mean Adjusted Return =
 Adjusted Returnn

j=1

n
 

j= 1, 2, 3,……,n. 

n= the number of IPOs taken into consideration  

Finally we have to compute the Cumulative Adjusted Return according to the 

following equation: 

CARn = AARn−1 +  AARn−1 ∗ ARn  

CAR = Cumulative Adjusted Return 

AR = Adjusted Return 

n = daily closing prices (for day 1 we set the price of AAR to 100) 

 

The Mean Cumulative Adjusted Return is respectively calculated as follows: 

Mean Cumulative Adjusted Return =
 Cumulative Adjusted Returnn

j=1

n
 

j= 1, 2, 3,……, n. 

n= the number of IPOs taken into consideration  

Another important step of the procedure is the significance test. An experimental 

result is statistically significant if a sample is sufficiently inconsistent with the (null) 

hypothesis
13

. This test will be done with the E-views statistical package for Windows, a 

                                                           
13

 The procedure is based on how likely it would be for a set of observations to occur if the null hypothesis 

were true. Note that this probability of making an incorrect decision is not the probability that the null 

hypothesis is true, nor whether any specific alternative hypothesis is true. 

 

https://en.wikipedia.org/wiki/Statistical_package
https://en.wikipedia.org/wiki/Microsoft_Windows
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package used mainly for time-series oriented econometric analysis. Our first step is to set 

a level of significance.  Usually in academic research the significance level is set to 0.05 

(5%) or 0.10 (10%), implying that it is acceptable to have a 5% or a 10% probability of 

incorrectly rejecting the null hypothesis
14

. The null hypothesis is generally assumed to be 

true until evidence indicates otherwise, in our study the null hypothesis is that Mean 

Cumulative Adjusted Return (MCAR) is equal to zero, whereas the alternative hypothesis 

is that Mean Cumulative Adjusted Return (MCAR) is other than zero (positive or 

negative) 

H0: MCAR=0 

H1: MCAR≠0 

In order to draw a conclusion from this test we have to interpret correctly the results. 

The calculation behind t-values compares the sample-mean to the null hypothesis and 

incorporates both the sample size and the variability in the data.  

A t-value of 0 indicates that the sample results exactly equal the null hypothesis. As 

the difference between the sample data and the null hypothesis increases, the absolute 

value of the t-value increases. So if the result price of the t-test is near zero, then the 

Mean Cumulative Adjusted Return (MCAR) is also near zero. A positive price means a 

positive (MCAR) and in the opposite case a negative price means a negative (MCAR). 

However, when we draw multiple random samples of the same size, of the same 

population and perform the same t-test, we obtain many t-values and we can plot a 

distribution of all of them. This type of distribution is known as a sampling distribution. 

T-distributions assume that you draw repeated random samples from a population where 

the null hypothesis is true. We will set the t-value from our study in the t-distribution to 

determine how consistent our results are with the null hypothesis. Our t-value of 2 

indicates a positive difference between our sample data and the null hypothesis. A 

graphic illustration of a t-distribution would show that there is a reasonable probability of 

obtaining a t-value from -2 to +2 when the null hypothesis is true. Our t-value of 2 is an 

unusual value, but we don’t know exactly how unusual. Our ultimate goal is to determine 

whether our t-value is unusual enough to warrant rejecting the null hypothesis. To do 

that, we'll need to calculate the probability. 

                                                           
14

 In a normal distribution μ±1σ (μ=mean, σ=standard deviation), represents a possibility of incorrectly 

rejecting the null-hypothesis of 32%, whereas μ±2σ represents a possibility of incorrectly rejecting the null-

hypothesis of 5% and μ±3σ represents a possibility of incorrectly rejecting the null-hypothesis of 99.7%. 

https://en.wikipedia.org/wiki/Econometrics
http://support.minitab.com/en-us/minitab/17/topic-library/basic-statistics-and-graphs/introductory-concepts/basic-concepts/sampling-distribution/
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The foundation behind any hypothesis test is being able to take the test statistic from a 

specific sample and place it within the context of a known probability distribution. For t-

tests, if we take a t-value and place it in the context of the correct t-distribution, we can 

calculate the probabilities associated with that t-value. 

A probability allows us to determine how common or rare our t-value is under the 

assumption that the null hypothesis is true. If the probability is low enough, we can 

conclude that the effect observed in our sample is inconsistent with the null hypothesis. 

The evidence in the sample data is strong enough to reject the null hypothesis for the 

entire population. 

Before we calculate the probability associated with our t-value of 2, there are two 

important details to address. 

First, we’ll actually use the t-values of +2 and -2 because we’ll perform a two-tailed 

test. A two-tailed test is one that can test differences in both directions. For example, a 

two-tailed 2-sample t-test can determine whether the difference between group 1 and 

group 2 is statistically significant in either the positive or negative direction. A one-tailed 

test can only assess one of those directions. 

Secondly, we can only calculate a non-zero probability for a range of t-values. A range 

of t-values corresponds to a proportion of the total area under the distribution curve, 

which is the probability. The probability for any specific point value is zero because it 

does not produce an area under the curve. 

With these points in mind, we’ll shade the area of the curve that has t-values greater than 

2 and t-values less than -2. 

It is evident that the probability value reflects the possibility the t-test value to be 

inaccurate. In that particular case we reject the null hypothesis. The goal of the test is to 

find positive and statistically significant performances, for this reason we divide the 

probability value by 2 and compare this new figure with the significant level. We accept 

the null hypothesis for prices more than 5% or 10% and we reject it for price level less 

than 5% or 10% respectively depending on where we set the desirable level of 

significance.  

 

3.4.2 Long-run performance 

 

The long-rum performance of initial offerings is the second phenomenon that will be 

studied. Our primary data concern a five year period of trading in the Athens Stock 
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Exchange. These data are daily closing prices of shares and except the first five days the 

rest of the data will be modified in monthly observations. As a month-period we consider 

a period of 21 days and not a calendar month of 30 days. All the descriptive statistics 

described above will also be used and will also be modified on a monthly basis according 

to the following equation: 

 

Monthly Return =
Monthly  Closing  Price  i −Monthly  Closing  Price  i−1

Monthly  Closing  Price  i−1
X100 

 

i= the value for months 1 to 60 respectively 

 

There will also be calculated the Mean performance of the 35 observations of the 

sample and finally the accumulative performance of each share for the period of 60 

months. 

In three cases there are not sufficient data for 60 months because the stocks were listed 

in 2014 and 2016 respectively. For these cases the data will be used for the period they 

are available. 

According to the study, if there are negative results, the initial public offerings under 

investigation have lower performance and this is in accordance with the international 

empirical findings of long run-under-performance. 

The test of significance is necessary for the long-run period performance too. We will 

set the same level of independence and the check will be conducted for a 12month period 

as well as for 24 months, 36 months, 48 months and 60 months respectively. It is useful 

to mention that the international literature tests a period of maximum three years (36 

months). We extended this period in five years just to examine the momentum of the 

under-pricing phenomenon and their deflation respectively. 
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CHAPTER 4 

RESULTS AND DISCUSSION 

 

4.1. Short-run performance of IPOs 

 

In the next table (Table 6) we can see the mean return for the first day of trading. The 

cumulative return represents the day by day performance of the shares; whereas the 

cumulative adjusted return the day by day performance of the shares without the general 

index effect. The weighted cumulative return in both cases take into consideration the 

capping factor as it has computed according the capitalization of the shares in order to 

represent the real magnitude of the shares. These results are in accordance with the 

international empirical findings that suggest a strong first day return.  This number is a bit 

smaller for the rest four days of trading and ends up with a smaller price for the fifth day. 

Although these results seem to be in coalition with the international empirical finding it is 

necessary to support these finding with the appropriate statistical control that fallows 

next. 

Table 6: First five days performance of IPOs 

 DAY 1 DAY 2 DAY 3 DAY 4 DAY 5 

CUMULATIVE RAW RETURN 7.16% 4.84% 3.36% 2.44% 3.13% 

WEIGHTED CUMULATIVE RAW RETURN 6.50% 5.12% 5.20% 3.71% 4.44% 

CUMULATIVE ADJUSTED RETURN 7.40% 4.89% 3.85% 3.19% 3.93% 

WEIGHTED CUMULATIVE ADJUSTED RETURN 7.19% 6.63% 6.93% 5.87% 6.16% 

 

The fallowing graph (Graph 5) is an illustration of these five initial day performance 

of our sample of 35 companies listed during the period 2002-2016. It is evident that the 

weighted prices are different because the sample consists of companies of different size 

and importance for the stock market. For example the shares of T.T. are weighted with a 

capping factor of 37.31 whereas the majority of the companies have prices lesser than 

1.00. This fact implies that just one share shapes almost 38% of the final result. Despite 

that, the weighted and non weighted results are pretty close which means that there are 

not extreme variations in comparison to the rest prices of the sample. In fact the shares 

with high capping factors are four (two with price more than 20.00 and two with prices 
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near to 7.00) seem to have better performances that the rest 31 shares of the sample.

 

Graph 5: First five days performance of IPOs  

 

In the next tables (Table 7 and 8) we further allocate these mean initial returns per 

year.  In the first table (Table 7) we can see that in seven years out of ten the short-run 

raw return is positive and only in three years (2004, 2005 and 2008) we have negative 

short-rum performances. 

 

Table 7: First five days performance of IPOs (Raw return) 

 

    DAY 1 DAY 2 DAY 3 DAY 4 DAY 5 

2002 9 15.82% 7.24% 1.58% -2.52% -2.45% 

2003 6 6.54% 6.58% 6.61% 8.50% 13.10% 

2004 7 -8.18% -6.57% -6.56% -5.68% -5.72% 

2005 3 -1.41% -4.62% -7.79% -7.38% -6.72% 

2006 2 10.38% 10.39% 9.88% 7.97% 9.22% 

2007 3 10.73% 10.14% 10.64% 9.30% 7.98% 

2008 1 -2.74% -4.73% -2.40% -7.07% -11.40% 

2009 1 75.75% 76.75% 78.01% 75.76% 75.52% 

2014 1 2.50% 0.62% 5.00% 5.00% 5.00% 

2016 2 0.94% 0.37% 0.33% 0.80% 0.77% 

SAMPLE 35 7.16% 4.84% 3.36% 2.44% 3.13% 

 

As for the adjusted return (Table 8) despite the fact that are in general higher than the 

raw returns, implying that the sample performance is higher than the performance of the 

General Index, there are four year out of ten with negative short-run performances. 
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Table 8: First five days performance of IPOs (Adjusted return) 

    DAY 1 DAY 2 DAY 3 DAY 4 DAY 5 

2002 9 16.14% 8.06% 2.77% -0.65% -0.06% 

2003 6 6.99% 6.18% 6.39% 8.27% 12.63% 

2004 7 -7.62% -7.15% -6.16% -5.25% -5.54% 

2005 3 -1.88% -5.39% -8.37% -8.69% -8.97% 

2006 2 11.85% 13.59% 13.32% 11.30% 12.17% 

2007 3 10.96% 12.18% 15.06% 12.97% 11.91% 

2008 1 -2.33% -4.25% -2.58% -5.88% -8.22% 

2009 1 74.68% 72.93% 73.21% 75.31% 75.83% 

2014 1 2.31% -1.68% -0.62% -0.51% 0.91% 

2016 2 -0.12% -1.45% -1.10% 0.14% -0.24% 

SAMPLE 35 7.40% 4.89% 3.85% 3.19% 3.93% 

 

Examining the performance of the first five day of trading, according to the next tables 

of descriptive statistics (Table 9 and 10) we see that the standard deviation varies from 

22.73% to 26.75% for the set of raw returns and from 23.30% to 26.59% for the set of 

adjusted returns. In both cases the price of standard deviation implies that almost 68% of 

all share-price performances are between a range of -19.59% - 33.91% for the raw returns 

of the first day and a range of 19.19% - 33.99% for the adjusted returns of the first day 

respectively. Also all sets of data have positive skewness which means that the majority 

of the short-run performances are lying in the right side of the arithmetic mean.  In fact 

this implies a concentration of observations in the area of 7.16% and more for the raw 

returns of the first day and 7.40% and more for the adjusted returns of the first day 

respectively. 

The year with negative short-run performance in both cases of raw and adjusted 

returns are 2004, 2005, 2008 and 2004, 2005, 2008 and 2016 respectively. These 

observations are in contradiction with the international empirical findings but are justifies 

if we take a look at the market conditions of those specific periods of time. In the years 

after the peak of 1999 the stock market tried to balance in a more reasonable level and 

finally experienced a violent adjustment in much lower levels. Especially the 

performance of year 2003 was disappointing with the General Index being set at very low 

levels. This trend had a negative effect in the short-run performance of IPOs also.  The 

year 2008 we had only one IPO that has also a negative short-run performance. This 

could be also a conjuncture phenomenon but also in could be a situation affected from the 

collapse of the General Index due to the financial crisis. 
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Table 9: Descriptive statistics First five days (Raw return) 

Raw 

return First Day Second Day Third  Day Fourth Day Fifth Day 

 Mean  0.071586  0.048397  0.033572  0.024437  0.031251 

 Median  0.004100  0.005708  0.003403 -0.009540 -0.006159 

 Maximum  1.086900  0.873410  0.780067  0.757638  0.755178 

 Minimum -0.550000 -0.550000 -0.540010 -0.520000 -0.534976 

 Std. Dev.  0.267517  0.239510  0.232505  0.227346  0.237165 

 Skewness  1.846532  1.589565  1.224915  1.014589  0.936419 

 Kurtosis  8.673872  8.043258  6.401044  5.512367  4.949611 

      

 Jarque-Bera  66.83767  51.83110  25.62112  15.20977  10.65824 

 Probability  0.000000  0.000000  0.000003  0.000498  0.004848 

      

 Sum  2.505500  1.693899  1.175036  0.855310  1.093795 

 Sum Sq. Dev.  2.433222  1.950416  1.837992  1.757336  1.912409 

      

 Observations  35  35  35  35  35 
 

Table 10: Descriptive statistics First five days (Adjusted return) 

Adjusted 

return First Day Second Day Third  Day Fourth Day Fifth Day 

 Mean  0.074046  0.048925  0.038471  0.031894  0.039322 

 Median  0.000200 -0.016801 -0.016548 -0.005089 -0.015381 

 Maximum  1.086100  0.874569  0.732099  0.753057  0.758317 

 Minimum -0.544100 -0.543416 -0.525244 -0.498895 -0.519340 

 Std. Dev.  0.265914  0.238729  0.236525  0.233081  0.246089 

 Skewness  1.851688  1.544638  1.201509  1.103033  0.984637 

 Kurtosis  8.693470  7.677888  5.633463  5.091974  4.518745 

      

 Jarque-Bera  67.27379  45.82997  18.53487  13.47949  9.019246 

 Probability  0.000000  0.000000  0.000094  0.001183  0.011003 

      

 Sum  2.591600  1.712380  1.346500  1.116304  1.376280 

 Sum Sq. Dev.  2.404147  1.937706  1.902094  1.847115  2.059026 

      

 Observations  35  35  35  35  35 

 

The last step in the study of the short-run under-pricing phenomenon is the test of 

significance in a level of 5% or 10%. Goal of this test is to reject the null hypothesis as 

we set in the methodology. In our study the null hypothesis is that Mean Cumulative 

Adjusted Return (MCAR) is equal to zero (H0: MCAR=0), whereas the alternative 

hypothesis is that Mean Cumulative Adjusted Return (MCAR) is different to zero 

(positive or negative). In the next tables (Table 11 and Table 12) we see that the null 

hypothesis is rejected for the first day performance of raw and adjusted returns. The t-

statistic is positive and statistically significant for a level of 10%.  
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Table 11: t-statistics First five days (Raw return) 

 
Hypothesis Testing for DAY 1-5 

Sample: 35  

Included observations: 35 

Test of Hypothesis: Mean =  0.000000 

Raw return First Day Second Day Third  Day Fourth Day Fifth Day 

t-statistic value 1.583102 1.195445 0.854250 0.635919 0.779562 

      

Probability value 0.1027 0.2402 0.3989 0.5291 0.4410 
 
 
 

Table 12: t-statistics First five days (Adjusted return) 

Hypothesis Testing for DAY 1-5 

Sample: 35  

Included observations: 35 

Test of Hypothesis: Mean =  0.000000 

Adjusted return First Day Second Day Third  Day Fourth Day Fifth Day 

t-statistic value 1.647377 1.212444 0.962268 0.809545 0.945325 

      

Probability value 0.1087 0.2337 0.3427 0.4238 0.3512 

 

4.2. Long-run performance of IPOs 

 

 The long-run after market return assesses stock performance during 36 calendar 

months following the first month of trading. According to J. R. Ritter  (1991) the initial 

return period is defined to be month 0, with the long-term aftermarket period including 36 

months, where month are defined as successive 21-day of trading periods relative to 

initial public offering date. In our study the long-run period covers the period from the 

end of the first month to 60
th 

month, representing a period of five years. 

 The data described above were utilized according to our proposed methodology to 

calculate the market adjusted return of the IPOs bases on the General Index of the Athens 

Stock Exchange. Market adjusted return is the difference between the General Index 

cumulative return and the cumulative return of the IPO for the period under 

consideration. 

 According to the next table (Table 13) we see that the short-run positive performance 

is near to zero in the quarter for the cumulative raw and adjusted returns. In particular the 

IPOs that took part in our study experience negative performance of 2.43% and 2.17% 
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respectively. The same indicators seem to be positive till the sixth month under the 

condition that we weight the sample using the Capping Factors as we show earlier. 

 

Table 13: Long-run performance of IPOs 

Period 

in 

months 

Cumulative 

Raw 

Return 

Cumulative 

Adjusted 

Return 

CRR Weighted CAR Weighted 

1 0.33% 0.00% 5.25% 3.22% 

3 -2.43% -2.17% 2.63% -1.38% 

6 -5.35% -1.70% 8.69% 0.07% 

12 -1.94% -5.97% -5.88% -14.33% 

24 -13.06% -19.49% -18.89% -17.51% 

36 -18.00% -34.47% -41.26% -23.41% 

48 -2.01% -30.02% -48.92% -28.35% 

59 -2.17% -39.89% -55.46% -23.77% 

 

 It has been also observed that this fainting performance reaches the highest value in 

the third year of trading in the stock market (-18.00% and -34.47% respectively) and then 

a reversal trend is observed especially for the raw returns that seem to minimize this 

negative performance to the end of the five years period. The adjusted return as we see in 

the graphic illustration below (Graph 6) keep the heavy loose till the end of the period 

under investigation. Detailed month by month performance can be found in the appendix 

(Appendix 5). 

 

Graph 6: Long-run performance of IPOs  
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There are some explanations for this difference between the performance of the raw 

returns and the adjusted returns. The majority of the companies that participate in the 

sample are IPOs in a period before the peak of 2008; this means that in some extent, the 

raw returns of the stocks incorporate the positive performance of the General Index.  

This can be easily understood if we compare the next two graphs (Graph 7 and Graph 

8) which represent the cumulative raw and adjusted returns. It is also interesting to 

mention that adjusted returns are negative for all the period under investigation (60 

months) with the exemption of the first month, whereas  the raw returns seems to recover 

from the end of the forth year (48 month)  and turn to positive performance almost till the 

end of the fifth year. 

 

Graph 7: Long-run performance – Cumulative Raw Return 

 

 
Graph 8: Long-run performance – Cumulative Adjusted Return 
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In the next part we will see the descriptive statistics for the long-run period and the 

results of the t-test. In the next tables (table 14 and Table 15) we provide aggregate all the 

descriptive statistics for the raw returns and the adjusted returns respectively. We choose 

to illustrate the statistics for a set of predetermined dates according to the international 

literature and other studies regarding the Greek stock market in order to draw more 

coherent conclusions. We see that the standard deviation for the raw returns varies from 

26.62% to 82.38% which is relatively high. A high standard deviation shows that the data 

is widely spread (less reliable) whereas a low standard deviation shows that the data are 

clustered closely around the mean (more reliable).  Also we can see that the skewness is 

high for all the data periods. Skewness is usually described as a measure of a dataset’s 

symmetry or lack of symmetry.   A perfectly symmetrical data set will have a skewness 

of 0. The normal distribution has a skewness of 0.  In our case the positive skewness 

indicates that the size of the right-handed tail is larger than the left-handed tail of the 

distribution. Additionally if we take a look at the kurtosis we see that is greater than zero, 

this implies that the distribution has heavier tails. 

Table 14: Descriptive statistics Long- run performance (Raw return) 

Raw 

return 

1
st
 

Month 

3
rd

 

Month 

6
th

  

Month 

12
th

 

Month 

24
th

 

Month 

36
th

 

Month 

48
th

 

Month 

59
th

  

Month 

 Mean  0.003324 -0.024346 -0.053509 -0.098264 -0.128765 -0.151497 -0.002118 -0.298394 

 Median -0.015569 -0.103960 -0.229128 -0.196062 -0.378003 -0.384360 -0.278625 -0.482844 

 Maximum  0.737764  1.318869  1.303129  1.753768  1.866967  1.851046  1.972172  1.556151 

 Minimum -0.619912 -0.594911 -0.680211 -0.734986 -0.796774 -0.931680 -0.960651 -0.966662 

 Std. Dev.  0.266279  0.389272  0.456809  0.519816  0.627658  0.666917  0.823889  0.577698 

 Skewness  0.404122  1.519299  1.071215  1.460425  1.851257  1.262303  1.162134  1.413110 

 Kurtosis  3.496758  5.749544  3.721490  5.881303  6.024735  3.968464  3.326791  4.980807 

         

 Jarque-Bera  1.312540  24.48989  7.452896  23.84714  31.42924  10.05339  7.345349  15.88149 

 Probability  0.518783  0.000005  0.024078  0.000007  0.000000  0.006560  0.025408  0.000356 

         

 Sum  0.116344 -0.852093 -1.872828 -3.340992 -4.249257 -4.999387 -0.067777 -9.548597 

 Sum Sq. Dev.  2.410760  5.152103  7.094931  8.916881  12.60654  14.23292  21.04256  10.34580 

         

 Observations  35  35  35  34  33  33  32  32 

 

Similar conclusions can be drawn if we examine the descriptive statistics of the 

adjusted returns (Table 15). We observe also positive prices for skewness and kurtosis as 

we show earlier for the raw returns. The only difference is that the standard deviation is 

much smaller and varies from 26.73% which is the least price for the set of prices of the 

first month and reaches a high of 43.21% for the set of prices for the 12 month period. As 
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we already mentioned above a relatively low standard deviation shows that the data are 

clustered closely around the mean implying that the data are more reliable. 

Table 15: Descriptive statistics Long- run performance (Adjusted return) 

Adjusted 

return 

1
st
 

Month 

3
rd

 

Month 

6
th

  

Month 

12
th

 

Month 

24
th

 

Month 

36
th

 

Month 

48
th

 

Month 

59
th

  

Month 

 Mean 0.000000 -0.021706 -0.058006 -0.115544 -0.296945 -0.402742 -0.359006 -0.425759 

 Median -0.045921 -0.114851 -0.167469 -0.282282 -0.378223 -0.442606 -0.454217 -0.588110 

 Maximum  0.646135  0.864010  0.836959  1.158613  1.044765  0.179295  0.625820  0.515111 

 Minimum -0.599078 -0.571097 -0.631561 -0.785699 -0.783739 -0.805925 -0.784061 -0.848106 

 Std. Dev.  0.267336  0.345235  0.386418  0.432144  0.410379  0.323386  0.383431  0.372409 

 Skewness  0.410581  0.965954  0.821613  1.230334  1.636167  0.396941  1.251889  0.985283 

 Kurtosis  2.900808  3.361963  2.953154  4.196274  5.566906  1.842977  3.818794  2.941843 

         

 Jarque-Bera  0.997711  5.633961  3.940980  10.60510  23.78361  2.707305  9.252436  5.182014 

 Probability  0.607225  0.059786  0.139389  0.004979  0.000007  0.258295  0.009792  0.074945 

         

 Sum -0.001214 -0.759693 -2.030221 -3.928494 -9.799192 -13.29050 -11.48818 -13.62429 

 Sum Sq. Dev.  2.429938  4.052359  5.076843  6.162713  5.389154  3.346505  4.557593  4.299342 

         

 Observations  35  35  35  34  33  33  32  32 

 
 

In the next table (Table 16) we have the results of the t-test for both the raw returns and the 

adjusted. The first assumption is that with the exemption of the first month all the other periods 

have negative t-values. As for the probability value we have to mention that for the 12
th
 month 

period and then till the end of the fifth year (59
th
 month) for the cumulative adjusted returns 

supports the significance level of 5%. According to these results we can reject the null hypothesis. 

 

Table 16: t-test long-run performance 

 

 

 

 

Period 

 

Cumulative Raw Return 

 

 

Cumulative Adjusted Return 

t-value Probability t-value Probability 

1
st
 Month 0.073854 0.9416 -0.000768 0.9994 

3
rd

 Month -0.369999 0.7137 -0.371954 0.7122 

6
th

 Month -0.692994 0.4930 -0.888079 0.3807 

12
th

 Month -1.102266 0.2783 -1.559041 0.1285 

24
th

 Month -1.178509 0.2473 -4.156694 0.0002 

36
th

 Month -1.304932 0.2012 -7.154241 0.0000 

48
th

 Month  -0.014543 0.9885 -5.296506 0.0000 

59
th

 Month -2.921886 0.0064 -6.467237 0.0000 
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As we mentioned in the methodology chapter, when we drew multiple random 

samples of the same size, of the same population and performed the same t-test, we 

would obtain many t-values and we could plot a distribution of all of them.  In our case 

we perform the t-test 64 times, 5 for the short-run performance and 59 for the long-run 

performance. The sampling distribution according to the next table (Table 18) has a t 

value of -12.61 and a probability enough to warrant rejecting the null hypothesis. 

 

Table 17: t-test sampling distribution 

Hypothesis Testing for t-values  

Sample: 64 

Included observations: 64 

Test of Hypothesis: Mean =  0.0 

Sample Mean = -0.241649 

Sample Std. Dev. =  0.153238 

Method Value Probability 

t-statistic -12.61562 0.0000 

 

4.3. Hot issue market 

 

The period under investigation does not favor the study of the hot issue phenomenon 

because it is in the wake of the prior period of rapid expansion. The Greek stock Market 

experienced a hot issue period in years 1999-2000 (Nounis, Thomadakis, Gounopoulos, 

2012) and the next years faced a gradual devaluation. With the exemption of years 2007-

2008 when the stock market tried to change the downward trend, for the rest period under 

investigations the market failed to fulfill the expectations of the investors.  

Taking a look at the graph below (Graph 9) we can see that the Greek stock market 

from 2003 reverse the trend from the especially low levels of the previous year entering 

in an upward course up to the year 2007, when the international credit crisis begun to 

show its momentum. After 2007 the market trapped on a downward channel that lead to 

the very low levels of 2012 and still straggling to react. In fact from 2008 and then the 

Greek equity market is not a desirable funding source for the Greek companies, which are 

also facing severe problems and obstacles in order to ensure the necessary funding for 

their operation. 

 

http://support.minitab.com/en-us/minitab/17/topic-library/basic-statistics-and-graphs/introductory-concepts/basic-concepts/sampling-distribution/
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Source: www.helex.gr 

 

Graph 9: High and low levels of the Athens Stock Exchange  

 

 This negative trend is evident in the next graph (Graph 10) that illustrates the number 

o companies that choose to enter the stock market per year from year 2002 to year 2016. 

From those figures we can confirm what we said earlier, that there is a reaction until year 

2007. The highest number is for year 2002 with 21 IPOs that gradually is diminishing to 

14 for year 2003, 10 for year 2004, 7 for year 2005, 2 for year 2006 and 3 for year 2007. 

It is also characteristic that for the rest nine years from 2008 to 2016 only 5 companies 

entered the stock market. 

 

Graph 10: Number of IPOs per year 
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In the next two graphical illustrations (Graph 11 and Graph 12) we try to confirm 

another empirical finding from the international literature. It has been observed that 

during a hot issue period the returns of IPOs are extremely high in comparison to other 

period’s short-run performance. The evidence from our sample suggests that for five year 

out of ten there are negative performances and only year 2006 and 2007 seem to confirm 

satisfactory levels of short-run performance. This is in compliance with the high levels of 

the Athens Stock Exchange for these years respectively. As for the performance of year 

2009 the result can be considered contradictory because of the fact that the sample 

consists of only one share value. 

 
 

Graph 11: First day performance of IPOs per year (Raw return) 

 

Graph 12: First day performance of IPOs per year (Adjusted return) 
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CHAPTER 5 

CONCLUSION 

 

  Main purpose of this study was to  examine the IPO puzzle phenomenon from an 

international perspective and attempt to confirm these evidences taking into consideration 

a sample of companies that entered the Athens Stock Exchange recently. The period 

chosen was from 2002 until 2016 and the total number of companies that finally included 

was 35. In particular we study the short-run under-pricing of initial public offerings, the 

long-run under-performance and finally the so called hot issue phenomenon. As for the 

two first anomalies we adopted the suggested methodology in order to produce 

comparable figures in accordance with the international evidences. 

 The empirical findings of our study suggest that there is the under-pricing 

phenomenon for the first day for the adjusted returns. In particular the first day 

performance has been measured to 7.40% which is in accordance to the international 

findings.  

 Additionally, as for the long-run performance we fund that the under-pricing begins 

from the third month and remains negative until the end of the fifth year. These results 

concern cumulative adjusted returns and are in contradiction with the results for the raw 

returns. In fact the international literature assumes that the adjusted prices (or net 

performance according to other researchers) reflect better the empirical hypothesis.  

 Finally, there are no evidences to support that there is a hot issue market regarding the 

period under consideration. In fact the data support that there happens the opposite. For 

the period of 2002-2016 and especially the period after 2008 the Athens Stock Exchange 

faces a gradual devaluation and the interest of the investors and new companies is 

extremely limited. 

 It is also necessary to mention a restriction that make difficult to draw reliable 

conclusions and endanger the credibility of the research. The Greek stock market 

especially the last eight years become extremely volatile and continues devaluation 

prevented the investors from investing in shares. Also new companies avoid participating 

and looking for funding opportunities of their projects. The volatility in combination with 

the low level of capitalization let the Athens Stock Exchange to be vulnerable in 

manipulation.  
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APPENDIX 1  

 

The following tables illustrate graphically the performance of the 35 IPOs of the 

sample. The red line represents the General index. It appears as a straight line because 

their fluctuation has been eliminated (more details in chapter 3.4). The blue line 

represents the IPO adjusted cumulative performance (minus the general index 

performance) from the first day of trading to the fifth year. 
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APPENDIX 2 

 

In the next tables there is available information about the companies of the sample: the 

date of trading, the initial price per year and the raised capital. 

 

 2002    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 ΔΤΡΩΤΜΒΟΤΛΟΙ Α.Δ. 07/01/2002 4.20 2,646,000 

2 ΜΤΛΟΙ ΚΔΠΔΝΟΤ Α.Β.Δ.Δ. 08/01/2002 3.30 4,422,000 

3 ALSINCO A.E. 14/03/2002 2.53 2,593,250 
4 ∆ΙΑ ΙΥΘΤΟΚΑΛΛΙΔΡΓΔΙΔ Α.Β.Δ.Δ. 18/02/2002 5.20 3,541,200 

5  ΓΑΛΑΞΙ∆Ι ΘΑΛΑΙΔ ΚΑΛΛΙΔΡΓΔΙΔ Α.Δ. 20/03/2002 3.72 3,920,843 

6  ∆ΙΑΓΝΩΣΙΚΟ & ΘΔΡΑΠΔΤΣΙΚΟ ΚΔΝΣΡΟ 

ΑΘΗΝΩΝ ΤΓΔΙΑ 

07/06/2002 4.82 18,785,767 

7 ΣΔΛΙΟ ΚΑΝΑΚΗ ΑΒΔΔ 18/07/2002 3.10 3,875,000 

8  ΔΚ∆ΟΣΙΚΟ ΟΡΓΑΝΙΜΟ ΛΙΒΑΝΗ Α.Β.Δ.Δ. 26/07/2002 4.84 7,163,684 

9 CENTRIC ΠΟΛΤΜΔΑ Α.Δ. 02/08/2002 4.80 3,186,600 

 

 2003    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 ΔΙΓΗΔΟΦΩΝΙΚΗ ΔΛΛΑ Α.Δ. 27/01/2003 6.20 9,064,400 
2 LOGISMOS ΤΣΗΜΑΣΑ ΠΛΗΡΟΦΟΡΙΚΗ Α.Δ. 14/03/2003 1.82 1,802,177 

3 ΚΡΙ ΚΡΙ ΒΙΟΜΗΥΑΝΙΑ ΓΑΛΑΚΣΟ Α.Β.Δ.Δ. 06/08/2003 6.30 5,938,254 

4 ΟΡΓΑΝΙΜΟ ΛΙΜΔΝΟ ΠΔΙΡΑΙΩ  Α.Δ. (Ο.Λ.Π.)  08/08/2003 8.80 56,100,000 
5 ΜΑΡΑΚ ΗΛΔΚΣΡΟΝΙΚΗ Α.Β.Δ.Δ. 14/10/2003 1.82 3,123,320 

6 PROFILE Α.Δ.Β.Δ. 29/10/2003 3.20 5,018,368 

 

 2004    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 REVOIL A.E. 07/01/2004 6.70 9,179,000 

2 ΚΛΙΟΤΚΙΝΑ ΛΙΑΠΠΑ ΣΔΥΝΙΚΗ Α.Δ. 16/02/2004 8.50 11,688,180 

3 SPRIDER A.E. 24/02/2004 3.20 25,732,640 

4 ΙΛΤΓΑ Α.Δ. 26/02/2004 4.00 3,200,000 

5 ELINOIL A.E. 10/03/2004 6.80 16,023,282 

6 ΓΙΟΤΡΟΜΠΡΟΚΔΡ Α.Δ. 08/04/2004 2.40 3,024,000 

7 ΑΛΦΑ ΓΚΡΙΙΝ INFOTECH A.E. 20/04/2004 1.80 2,461,050 
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 2005    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 ΙΓΗΡΔΜΠΟΡΙΚΗ ΜΑΚΔΓΟΝΙΑ ΙΓΜΑ Α.Δ. 10/05/2005 5.30 13,250,000 

2 ΜΟΣΟΓΤΝΑΜΙΚΗ Α.Δ. 30/06/2005 5.60 9,100,000 
3 AUDIO VISUAL A.E. 12/07/2005 2.40 10,800,000 

 

 2006    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 ΣΑΥΤΓΡΟΜΙΚΟ ΣΑΜΙΔΤΣΗΡΙΟ Α.Σ.Δ. 05/06/2006 12.50 611,586,739 

2 EUROBANK PROPERTIES A.E.E.Π. 12/04/2006 15.60 113,725,029 

 

 2007    

 COMPANY NAME FIRST TRADING 

DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 KORRES A.E. 12/04/2007 7.20 11,520,000 

2 ΑΔΡΟΠΟΡΙΑ ΑΙΓΑΙΟΤ Α.Δ.Δ. 11/07/2007 7.60 135,237,416 

3 ΣΔΡΝΑ ΔΝΔΡΓΔΙΑΚΗ Α.Β.Δ.Σ.Δ. 11/011/2007 11.00 330,638,675 

 

 2008    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  
CAPITAL in € 

1 PASAL A.E. 04/01/2008 6.00 23,337,420 

 

 2009    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 MIG REAL ESTATE Α.Δ.Δ.Π. 23/07/2009 4.10 10,000,000 

 

 2014    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  

CAPITAL in € 

1 ΔΛ. ΣΔΥ. ΑΝΔΜΟ Α.Δ. 22/07/2014 1.70 35,133,900 

 

 2016    

 COMPANY NAME FIRST 

TRADING DAY 

INITIAL 

PRICE 

RAISED  
CAPITAL in € 

1 INTERCONTINENTAL INTERNATIONAL A.E. 02/08/2016 5.52 14,490,000 

2 CENERGY A.E. 21/12/2016 0.62 117,892,172 
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APPENDIX 3 

 

The following table contains all the listed companies in the ATHEX market segments 

regarding the period 2007-2016. It should be noted that in October 2011, with the adoption of 

the new market model, the “Large Capitalization”, “Medium and Small Capitalization” segments 

were abolished, and all companies that were traded in those segments were listed in the Main 

Market. 

Segment 2002 2003 2004 2005 2006  2007  2008  2009  2010  2011  2012  2013  2014  2015  2016 

 Main Market 235 229 227        180  156  148  144  139  135 

Parallel 

Market 

109 119 123             

New market 5 7 9             

Large Cap     79 83 87  68  56  47        

Mid & Small 

Cap  

   213 174 166  144  147  133        

Special 

Financial 

Characteristic

s 

   12 20  21  44  40  45        

Surveillance    16 24  19  22  24  30  40  41  40  37  32  30  

Suspended     37 16 10  13  17  18  25  39  41  38  43  27  

Low 

dispersion 

          16  18  10 11  11  11  

Alternative 

market 

          3  2  1  3  4  4  

Total - 

organized 

market  

349 355 360 357 317 303  291  284 273  264  256  240  233  229  207  

Alternative 

market 

       9   12  14  14  14  14  14  14 14 

 Exchange 

Traded Funds  

      1  2  3  3  3  3  3  3 3 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

68 
 

APPENDIX 4 

 

  COMPANY CAPITALIZATION CAPPING FACTOR 

1 ΔΤΡΩΤΜΒΟΤΛΟΙ Α.Δ. 2,646,000 0.16 

2 ΜΤΛΟΙ ΚΔΠΔΝΟΤ Α.Β.Δ.Δ. 4,422,000 0.27 

3 ALSINCO A.E. 2,593,250 0.16 

4 ∆ΙΑ ΙΥΘΤΟΚΑΛΛΙΔΡΓΔΙΔ Α.Β.Δ.Δ. 3,541,200 0.22 

5  ΓΑΛΑΞΙ∆Ι ΘΑΛΑΙΔ ΚΑΛΛΙΔΡΓΔΙΔ Α.Δ. 3,920,843 0.24 

6  ∆ΙΑΓΝΩΣΙΚΟ & ΘΔΡΑΠΔΤΣΙΚΟ ΚΔΝΣΡΟ ΑΘΗΝΩΝ ΤΓΔΙΑ 18,785,767 1.15 

7 ΣΔΛΙΟ ΚΑΝΑΚΗ ΑΒΔΔ 3,875,000 0.24 

8  ΔΚ∆ΟΣΙΚΟ ΟΡΓΑΝΙΜΟ ΛΙΒΑΝΗ Α.Β.Δ.Δ. 7,163,684 0.44 

9 CENTRIC ΠΟΛΤΜΔΑ Α.Δ. 3,186,600 0.19 

10 ΔΙΓΗΔΟΦΩΝΙΚΗ ΔΛΛΑ Α.Δ. 9,064,400 0.55 

11 LOGISMOS ΤΣΗΜΑΣΑ ΠΛΗΡΟΦΟΡΙΚΗ Α.Δ. 1,802,177 0.11 

12 ΚΡΙ ΚΡΙ ΒΙΟΜΗΥΑΝΙΑ ΓΑΛΑΚΣΟ Α.Β.Δ.Δ. 5,938,254 0.36 

13 ΟΡΓΑΝΙΜΟ ΛΙΜΔΝΟ ΠΔΙΡΑΙΩ  Α.Δ. (Ο.Λ.Π.)  56,100,000 3.42 

14 ΜΑΡΑΚ ΗΛΔΚΣΡΟΝΙΚΗ Α.Β.Δ.Δ. 3,123,320 0.19 

15 PROFILE Α.Δ.Β.Δ. 5,018,368 0.31 

16 REVOIL A.E. 9,179,000 0.56 

17 ΚΛΙΟΤΚΙΝΑ ΛΙΑΠΠΑ ΣΔΥΝΙΚΗ Α.Δ. 11,688,180 0.71 

18 SPRIDER A.E. 25,732,640 1.57 

19 ΙΛΤΓΑ Α.Δ. 3,200,000 0.20 

20 ELINOIL A.E. 16,023,282 0.98 

21 ΓΙΟΤΡΟΜΠΡΟΚΔΡ Α.Δ. 3,024,000 0.18 

22 ΑΛΦΑ ΓΚΡΙΙΝ INFOTECH A.E. 2,461,050 0.15 

23 ΙΓΗΡΔΜΠΟΡΙΚΗ ΜΑΚΔΓΟΝΙΑ ΙΓΜΑ Α.Δ. 13,250,000 0.81 

24 ΜΟΣΟΓΤΝΑΜΙΚΗ Α.Δ. 9,100,000 0.56 

25 AUDIO VISUAL A.E. 10,800,000 0.66 

26 ΣΑΥΤΓΡΟΜΙΚΟ ΣΑΜΙΔΤΣΗΡΙΟ Α.Σ.Δ. 611,586,739 37.31 

27 KORRES A.E. 11,520,000 0.70 

28 ΑΔΡΟΠΟΡΙΑ ΑΙΓΑΙΟΤ Α.Δ.Δ. 135,237,416 8.25 

29 ΣΔΡΝΑ ΔΝΔΡΓΔΙΑΚΗ Α.Β.Δ.Σ.Δ. 330,638,675 20.17 

30 PASAL A.E. 23,337,420 1.42 

31 MIG REAL ESTATE Α.Δ.Δ.Π. 10,000,000 0.61 

32 ΔΛ. ΣΔΥ. ΑΝΔΜΟ Α.Δ. 35,133,900 2.14 

33 INTERCONTINENTAL INTERNATIONAL A.E. 14,490,000 0.88 

34 CENERGY A.E. 117,892,172 7.19 

35 GRIVALIA 113,725,029 6.94 

    1,639,200,366 100.00 
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APPENDIX 5 

 

Month Cumulative 

Raw 

Return 

Cumulative 

Adjusted 

Return 

Weighted 

CRR 

Weighted 

CAR 

1 0.33% 0.00% 5.25% 3.22% 

2 -1.88% -0.26% 7.04% 5.48% 

3 -2.43% -2.17% 2.63% -1.38% 

4 -1.38% -1.70% -1.89% -5.33% 

5 -3.94% -4.60% 7.17% 1.16% 

6 -5.35% -5.80% 8.69% 0.07% 

7 -5.46% -6.99% 8.12% -3.51% 

8 -5.15% -6.01% 11.09% -3.19% 

9 -4.48% -6.43% 5.80% -2.64% 

10 -3.33% -5.02% 2.70% -9.64% 

11 -6.13% -7.29% -1.17% -13.77% 

12 -1.94% -11.22% -5.88% -14.33% 

13 -2.51% -12.43% -3.74% -8.99% 

14 -1.43% -14.03% -9.34% -10.53% 

15 -4.06% -16.76% -13.01% -13.78% 

16 -5.51% -13.41% -12.10% -12.14% 

17 -5.79% -17.52% -15.48% -10.73% 

18 -5.46% -19.49% -21.00% -15.79% 

19 -4.75% -22.36% -21.23% -22.46% 

20 -3.54% -25.75% -26.63% -23.46% 

21 -6.50% -29.60% -27.85% -20.79% 

22 -10.12% -28.94% -21.35% -16.45% 

23 -10.32% -28.54% -16.89% -13.91% 

24 -13.06% -29.69% -18.89% -17.51% 

25 -13.75% -31.39% -22.68% -15.88% 

26 -8.56% -32.47% -24.43% -14.19% 

27 -12.40% -31.05% -29.03% -20.67% 

28 -13.27% -27.78% -34.54% -16.29% 

29 -13.52% -30.91% -39.44% -21.50% 

30 -17.35% -34.47% -41.41% -19.63% 

31 -19.63% -38.60% -42.90% -19.85% 

32 -17.05% -40.29% -44.33% -20.91% 

33 -14.42% -40.76% -47.81% -23.80% 

34 -12.88% -37.62% -47.24% -25.97% 

35 -16.00% -37.40% -43.44% -24.62% 

36 -18.00% -40.27% -41.26% -23.41% 

37 -17.63% -36.13% -40.21% -24.84% 

38 -16.56% -34.51% -36.09% -20.33% 

39 -18.11% -32.22% -33.50% -21.09% 



 
 

70 
 

40 -19.90% -30.14% -30.97% -24.26% 

41 -22.79% -30.69% -34.64% -26.84% 

42 -22.94% -30.02% -38.11% -27.39% 

43 -23.66% -28.74% -36.12% -23.06% 

44 -19.56% -32.57% -37.56% -22.53% 

45 -15.83% -35.32% -41.04% -27.71% 

46 -15.62% -33.77% -40.62% -25.29% 

47 -6.26% -34.43% -45.12% -25.12% 

48 -2.01% -35.90% -48.92% -28.35% 

49 8.13% -35.16% -47.46% -23.04% 

50 7.69% -35.77% -41.72% -13.95% 

51 10.27% -36.06% -41.88% -8.93% 

52 12.99% -35.66% -43.99% -13.41% 

53 14.79% -39.89% -48.74% -22.66% 

54 10.98% -42.31% -49.03% -23.53% 

55 5.55% -42.45% -54.70% -22.70% 

56 7.04% -43.18% -53.43% -24.95% 

57 0.27% -40.80% -50.21% -18.98% 

58 -0.21% -42.47% -55.15% -23.93% 

59 -2.17% -42.58% -55.46% -23.77% 

 

 

 

 


