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ABSTRACT

in ASEAN, the optimistic estimation of the economic condition reflects the
potential market of the stock exchange. Since primary market is one of the key
parts of capital market that deals with Initial Public Offering (IPO), it becomes an
‘interesting topic to develop this study ,regarding to the factors influence PO
Performance in ASEAN. Malaysia (BM), Thailand (SET), Indonesia (IDX),
Singapore (SGX), Vietnam (HOSE) and Philippines (PSE) stock exchanges will
be focused. However, Laos’ stock rex_change {(LSX) and Cambodia stock
exchange (CSX) have some limitation to provide the relevant information. The
time period of this study refers to the IPO in 2013 and investigates their
performances. So the objective of this research is to investigate the factors that
affect IPO Performance in ASEAN. The limitation and recommendation also will
be made also. Furthermore, the Multiple Linear Regression analysis will be

applied as the essential analysis technigue. '
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CHAPTER ONE: INTRODUCTION

1:-'_Overview

this chapter, the background of this research will be introduced clearly. The
ma_fi(et focused on is in ASEAN stock exchangés, therefore each of the stock
__xé_f,hanges will be mentioned by its highlighted 'points especially in 2013. The
.'.:._wiil mainly focus on the IPO market in ASEAN, and the scope of the study,
lem statement and research objective will be listed below. Besides, the
Hific nce of the study will also developed related to the academic,

jovernment, investors and industries.
2 Background

“AN is the Association of Southeast Asian Nations. It was established on 8"
gust 1967 in Bangkok, Thailand. It consisted of Indonesia, Malaysia,
pines, Singapore and Thailand. On 7" January 1984, Brunei Darussalam

oined ASEAN, and Vietnam joined on 28™ July 1995. On'the same day, 23" July

97, Laos and Myanmar joined ASEAN. On 30" April 1999, Cambodia became
oday’s 10" member of ASEAN State. The aims of grouping ASEAN are to

_tl_m_u.[ate thé economic group and regional peace based on corporation and
_esﬁect; to promote and maintain the close relationship between existing
lernational and regional ofganiza-tions; to higher living standards through
mprove communication and transp.ortation facilities; and also to promote the

studies of Southeast Asia (ASEAN, 2013).

ASEAN covers 3% of the total land area of Earth which is around 4.46 million
km?2. There are about 600 million people which are 8.8% of world’s population.

The combined nominal Gross Domestic Product (GDP) was USD 2.3 trillion in
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12 which is around 5.7% grew than the previous year. It ranked the 8" largest
__c'o.nomy in the world. The service sector became the catalyst for the growth of
__._e economy. To conclude, the service sector contributed the largest share of
GDP in ASEAN which increased from 35% to nearly 60% (ASEAN Secretariat
N ws 2013). The estimation of GDP in ASEAN is going to increase to over USD
. trilion in 2018. The optimistic prospect of the economy could reflect the
ofitability of the organizations. The better the performance of the organization, .
some of them are ready to go public will issue new securities and some listed
:hiq'.panies will positively affect their stock price in the stock exchanges.
i'_.__ore, the investors will be more confident and willing to do investments in

:Cabitai market.

- primary market is one of the'parts of capital market that deals with issuing
é,ecurities in the purpose of raising funds, higher reputation and become
profitable in the iong run. The terminology Initial Public Offering (IPO) is
ed to define the companies that carry oﬁt the aim of obtaining.capital form the
ity market (Kaya, 2012). In a primary issue, the companies issues securities
'Cﬂy to investors. By selling the stocks in a public offering, the founders can

ersify their holdings and reduce the risks as well. Besides that, publicly held

panies can easier find potential investors at an established price. Therefore,
__m'panies with IPO will become more Eiquidity and better access to additional
ital. Meanwhile, investors doing more investments nowadays since it could

gain higher return than deposits. -

In fact, the phenomenon of underpricing of IPO is ubiquitous. The terminclogy of

IPO underpricing means pricing of the share value below its market value. It also
_;means the stocks offered o investors have been underpriced (Kaya, 2012).
Investors get a signaling that gaining high interest and the market demand will

“increase. It offers the chance for investors to gain positive abnormal returmns.

'_ZI.NTI International University (2014)



ormal returns are the differences between the return on a stock or entire
rtfollio and the stock market index's performance (Investor Words, 2014).
refore the market index will be considered to measure the abnormal returns.
50 based on previous studies, PO provide positive abnormal returns in the short
un because of its underpricing phenomenon. Meanwhile, investors doing more

eétments nowadays since it could gain higher return than deposits.

jowever, the underpricing phenomenon only exists in the short term. As time
."s, more information available in the market and the stock price will be
sted towards the fair price. Therefore, the level of aéymmetric information
| be adjusted downward relatively. So the abnormal returns are easier to gain
he ‘short run and some scholars also investigated that the short term
1e] c_:ﬁ'nal returns are exist in the primary market. In this study, the abnormal

n ASEAN stock exchanges will be analyzed.
Problem Statement

erpricing phenomenon is one of the abnormal phenomenons that could
yrovide abnormal returns. There are lots of studies focuses on PO performance
iffe -_ nt countries. For example, for the short term and long term performance
0 in Chinese market, Mao and Datar (1998) collected the number of IPO in
anghai and Shenzhen Stock Exchanges from 1990 to 1997. They found there
e about 388% underpricing of IPO. Besides, Jing (2002) investigated the
linese market from 1996 to 1997, and the results showed that there were
I __l_Jnd 127.31% of initial returns of the new issues. Regarding to the IPO
b brmal returns that computed by Cumulative Abnormal Return model, the
esults showed that there was about -10.89% of returns (Peng, 2008). Dimitrios
{2012) evaluated the short-run and long-run performance of IPO in Cyprus stock

“market during the period 1999 to 2002. And the author found that initial returns
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‘existed. The large positive initial returns indicated that the |PO provide
bnormal returns. Venkata (n.d) analyzed the Indian Financial Markets for the
r .e"riod of 2000 to 2010 and found that the IPO underpricing is important
a. cteristics of IPO progress. Filsaraei (2013) investigated PO performance
n Iranian stock market during the period of 2001 to 2012. The oil and chemical
dustries were selecteq to be analyzed. The results showed that the positive
:b__rmal returns are existed for newly issuing shares. Therefore, this
efpricing phenomenon exists worldwide, and offers the chance for investors
] ho!ding IPO shares o gain abnormal returns. Therefore, the IPO in ASEAN

-k market will be analyzed to prove that this phenomenon exists in ASEAN as

B__e__.sr_d'es, there is a lack of studies that investigate the short-term abnormal return

_lél Public Offerings in ASEAN as a whole. Therefore, it is necessary to do
vestigation and compare the countries different factors that influence IPO

drr'hances during the time period of 2013.

wever, Brunei, and Myanmar don't have stock exchange. Laos’ stock
ange (LSX) doesn’t have detail IPO information. It only shows three listed
aniés. And Cambodia stock exchange (CSX) doesn’'t have ne_w-IPO in
3. It only showed two listed companies in 2012. Therefore, Malaysia (BM),
iland (SET), Indonesia (IDX), Singapore (SGX), Vietnam (HOSE) and

hilippines (PSE) stock exchanges will be analyzed in this research paper.

Stock Exchanges

1 Malaysia (BM)

Stock exchange of Malaysia was founded in 1964 that known as stock exchange
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AN exchanges, 2012). In 2013, the daily trading value rose to USE 1.6
-Eh'cj'n ahd kept the highest position in ASEAN. Furthermore; in this year, market
__p_lt:aiizaﬁon from PO feached to a record high of USD 10.77 billion that
come the biggest IPO in ASEAN (SET news, 2013).

Indonesia (IDX)

Indonesia Stock Exchange (IDX) was previously known as Jakarta Stock
exchange until merging Surabaya Stock Exchange in 2007. There are about 464

Companies listed in the stock exchange until May 2013 and combined with a
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ket capitalization of USD 426.78 billion. The robust demand of Indonesian
:ét:ocks recent years is due to the large increase of IPO and rights issues. It
. presents the strong expansion of Indonesia's economy. IDX's market
capitalization rose from 1/3 of GDP in 2010 to 1/2 of GDP in 2013. However, its
uity market remains small compare with other regional peers. And it aims to
achieve USD 750 billion of IDX's capitalization in 2015. The sustainable growth

indicates the bright future of Indonesia’s capital market (Global Business Guide,

1.4.4 Singapore (SGX)

On 1%t December 1999, Singapore Exchange (SGX) was founded. SGX provides
the biggest Asian offshore market of equity futures market in the world. In 2012,
the stock market capitalization increased by 20% to USD 760.2 bilion and totally
had an USD 261 4 billion turnover (Xin Hua, 2013). Furthermore, there are about
32 growthrstocks in SGX listed stocks. Thé companies with growth stocks prefer
o retain more earnings to do in‘v'estments rather than payout high dividends.
T'heréfore, growth stocks focus on consistént and higher than industry average
%__ﬁcome growth (Howié; 2013). As Asian Gateway, SGX connect investors
worldwide and also have over 40% of companies listed on SGX that originating

outside of Singapore (ASEAN exchanges, 2012}.
1.4.5 Vietham (HOSE)

In 2000, Ho Chi Ming City Securities Trading Center was founded in Vietnam. On
8" August 2007, it was renamed as Ho Chi Ming Stock Exchange (HOSE) and
officially launched. HOSE stimuléted the growth of market and ease trading such
as intrdduces the continuous order matching and online trading in 2007 and
2009 respectively. These improvements let the market became more liquidity

and the increased the participants of individual investors. Furthermore, it also led
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