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NEW ISSUES REVISITED

During the early 197 0s several studies examined the

relative rates of returns received by investors who

acquired unseasoned new issues during the 1960s (new

stock issues of firms previously not public). This study

examines the results for about 500 new issues sold during

the period 197 2-197 5. The results confirm the prior con-

clusions that underwriters tend to underprice those issues

but also indicate that the market is very efficient in

adjusting for the underpricing

.
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TABLE 1

UNSEASONED COMMON STOCK OFFERINGS

REGISTERED WITH THE SEC UNDER THE SECURITIES

ACT OF 1933: NUMBER AND VALUE

No. of
Year Issues

1976(a) 34

1975 24

1974 45

1973 176

1972 633

Amount
($Mil.) Year

167 1971

70 1970

82 1969

300 1968

1,690

No. of Amount
Issues ($Mil.)

468 1,245

425(e) -

l,100(e) -

575(e) -

(a) Ten months i January - October.

(e) Estimated based upon the number of new issues included in
"New Issues" published by Review Publishing Company,
Oenkintown, Pennsyl vani.i 19046. Prior to 197l' the SEC did
not have a separate "unr.easoned" cateaory.

Source: "Statistical Bulletin, "Securities and Exchanoe Commission,
Washington, D.C. 20549.





TABLE 2

AVERAGE PERCENT CHANGES FOR NEW ISSUES OFFERED DURING
A RISING STOCK MARKET COMPARED TO PERCENT CHANGES

IN ALTERNATIVE MARKET irJDICATOR SERIES
AND RANDOMLY SELECTED OTC STOCKS

Fourth
Friday Friday Year
After After After
Offering Offering Offering

Average Percent Change
in all new issues +9.9 +8.7 +43.7

Average Percent Change
in the OTCIA +0.3 +0.9 +23.1

Average Percent Change
in the DJIA +0.3 +0.5 + 6.8

Average Percent Change
in Randomly Selected
OTC Stocks +0.9 +2.2 + 32,5

Source: Frank K. Reilly and Kenneth Hatfield, "Investor Experience with New
Stock Issues," Financi al Analys ts Journal , Vol. 25, No. 5 (September-
October, 1969), pp. 73-80.





TABLE 3

AVERAGE PERCENT CHANGES IN NEW ISSUES OFFERED
PRIOR TO A DECLINING STOCK MARKET COMPARED

TO ALTERNATIVE MARKET INDICATOR SERIES
. AND RANDOilLY SELECTED STOCKS

Friday
After

Offering

Fourth
Friday
After
Offering

Year
After
Offering

Average Percent Change
in all new issues + 10.2 +12.8 +20.4

Average Percent Change
in the OTCIA + 03 + 32 + 3 1

Average Percent Change
in the DJIA + 0.3 + 2.1 -11.9

Average Percent Change
in Randomly Selected
Stocks + 1.1 + 4.5 - 3.9

Source: Frank K. Reilly, "Further Evidence on Short-Run Results for New Issue
Investors," Jo urna l of Financi a l and Quantitative Ana lysis, Vol. 8,

No. 1 (January, 1973), pp. 83-90.





TABLE 4

RESULTS REFLECTING INVESTMENT Iw ALL
HEW ISSUES AT POST OFFERING PRICES

Friday After
Offering to

^ear After
Offering

Declining Risino
Mai'ket Market

Fourth Friday
After Offering
to Year After

Offering

declining Rising
Market Market

Average Percent Change
in all now issues . .

.

Average Percent Change
in the OTCIA

Average Percent Change
in the DJIA

Average Percent Change
in Randomly Selected
Stocks

+ 3.3 + 29.8

+2.7 +22.7

:2.2 +6.6

-5.7 +31.3

4.9

+ 0.

+ 31.3

+22.0

-13.7 + 6.3

7.4 +29.4

Source: Frank K. Reilly, "F'jr:her Evidence en Short-Run Results for
M ew Issue Investors," Journ a] of Fina ncial and Quantitative
Analysis, "'ol. 8. No. i (January, 197J), pp. 83-90.





TABLr

chai<actf:ristics of nev.' issue sample

% of

Price Nunber Total*

0.01 - $5.00
5.01 - 10,,00

10.01 - 15,,00

15.01 - Over

No. of Shares

~. 100,000
100,000 - 150,000
150,000 - 200,000
200,000 - 300,000
300,000 - 400,000
400,000 - Over

Total Value

Total 553

Total 553

17,.90

34,.72

26,.94

20,,43

33 5.98
74 13.38
92 15.64

139 25.14
102 18.44
113 20.43

- $500,000 21 3.80

500,000 - 750,000 54 9.76

750,000 - 1,000,000 42 7.59

1,000,000 - 2,000,000 104 18.81

2,000,000 - 3,000,000 97 17. b4

3,000,000 - 5,000,000 105 18.39

5,000,000 - 7,000,000 45 8.14

7,000,000 -10,000,000 33 b.97

10,000,000 - Over 52 9.40

Total 553

totals niay not sum to 100 percent due to rounding.





TABLE 5

CHARACTERISTICS OF NEW ISSUE SAI-IPLE

Price Nunber

O.OI - $5.00 99

5.01 - 10,00 192

10.01 - 15.00 H9
15.01 - Over 1 13

Total 5^;

No. of Shares

_ 100,000
100,000 - 150,000
150,000 - 200,000
200,000 - 300,000
300,000 - 400,000
400,000 — Over

Total Va]-ue

33

74

92

139
102
113

Total 553

% c)f

Total*

17..90

34,.72

26..94

20,.43

5.98
13.38
16.54
25.14
18.44
20.43

- $500,000 21 3.80

500,000 - 750,000 54 9.75

750,000 - 1,000,000 42 7.59

1,000,000 - 2,000,000 104 18.81

2,000,000 - 3.000,000 97 17. b4

3,000,000 - 5,000,000 105 18.99

5,000,000 - 7,000,000 45 8.14

7,000,000 -10,000,000 33 b.97

10.000,000 - Over 52 9.40

Total b53

Totals may not sum to 100 perce.nt due to roundinq.





TABLE 6

PERCENT PRICE CHANGES FOR NEW ISSUES AND MARKET
-^ TO FIRST WEDNESDAY QUOTEINDICATOR SERIES FROM OFFERIN:.

—

^

—

_

Complete No Year After Only First All Available
Data Sample Quote Sample Wednesday Sample Data Sample

(N=228) {N-232) (N=21) (N=486}

• Issues

ean Price Change 10.7 11.1 11.3 10.9

edian Price Change 6.5 0.0 -2.0 1.8

tandard Deviation 25.5 35.3 52,4 31.8

oeff. of Var. 2A 3.2 4.5 2.9

earsonian Skewness 0.5 0.9 0.8 0.9

hi rd Moment 1.10 2.89 2.93 2.70

DAQ Industrial
ean Price Change 0.1 0.0 0.3 0.0

edian Price Change 0.0 -0.2 1.0 -0.1

tandard Deviation 1.6 1.6 1.5 1.6

oeff. of Var. 16.0 - 5.0 -

earsonian Skewness 0.2 0.4 -1.4 0.2

hird iMoment 0.22 0.15 -1.02 .12

A

i'ean Price Change 0.0 0.0 0.9 0.1
iedian Price Change 0.0 0.0 1.7 0.0

tandard Deviation 1.3 1.3 1.4 1.3

oeff. of Mar. - - 1.6 13.0

earsonian Skewness 0.0 0.0 -1.7 0.2

hird Moment 0.10 -0.20 -1.18 - .11

ess Price Change (NASDAQ)
10.8 11.1 11.0lean Excess Price Ct-lange 10.9

;edian Excess Price Change 3.3 1.1 -1.1 2.1

•tandard Deviation EPC 25.6 35.0 52.1 31.7

oeff. of Var. 2.4 3.2 4.7 2.9

'earsonian Skewness 0.9 0.9 0.7 0.8
hird Moment l.IO 2.89 2.95 2.68

;ess Price Change (DJIA)

10.6 11.1 10.4lean Excess Price Change 10.8

iedian Excess Price Change 3.0 1.6 -2.5 2.0

tandard Deviation [IPC 25.6 35.1 52.0 31.7

iceff. of Var. 2.4 3.2 5.0 2.9

'earsonian Skewness 0.9 0.8 0.7 0.8
'hird Moment 1.10 2.88 2.95 2.68





TABLE 7

PERCENT PRICE CHANGES FOR MEW ISSUES AND MARKET INDICATOR
SERIES FROM OFFERING TO FOURTH IvEDNESDAY QUOTE

Nf£ / ! 5 s ue£
I'lean Price Change
Median Price Change
Standard Deviation
Coc:ff. of Var.

Pearsonian Skewness
Third Moinent

NASPAQ Industrial
Mean Price Change
;'-.edian Price Change
'^.tandsrd Deviation
CuCff. of Var.

Pearsonian Skewness
Tfiird Moment

Mem Price Ch^'nge

Median Price Change
Stdficord Deviation
Coe rf. of Var..

Pearsonian Ske^'ness
"•"In" rd Moment

ixce^s P-, •ice Change (NASDAQ)
'•'ear Excess Price Change
fvedian Excess Price Change
Standard Deviation EPC
Creff. of Var.

Pe-iTsonian Skewness
Third Moir ?nt

:l'9j^tl s Price Chan ge (DJIA
)

Hean Excess Price Change
fiedian Excess Price Change
Standard Deviation EPC
C-^eff. of Var.
! \3rsonian Skewness
^hi rd fioment

Complete No Year After Only Fourth All Available
Data Sample Quote Sample Wednesday Sample Data Sample

(N-228) (N=232) {N-17) {N=485)

'12.1 12.3 7.8 11.7
1.2 -1.5 -9.1 0.0

43.3 54.8 37.4 48.7
3.6 4.5 4.8 4.2
0.8 0.8 1.4 0.7
3.48 4.00 1.05 3.90

0.1 0.3 -2.0 0.1
-0.2 0.2 -1.6 -0.1
4.0 4.1 3.7 4.1

40.0 13.7 1.9 41.0
0.2 0.1 -0.3 0.1
0.21 0.04 -0.09 0.13

0.5 0.6 -1.0 0.5
0.7 0.7 -0.8 0.7
2.3 2.7 3.0 2.7
5.6 4.5 3.0 5.4

-0.2 -0.1 -0.2 -0.2
0.29 0.08 -0.32 0.15

12.0 12.0 9.8 11.6
2.4 -2.0 -2.5 -1.2

43.0 54.4 37.4 48.4
3.5 4.5 3.8 4.2
0.7 0.8 1.0 0.8
3.57 4.10 0.94 3.99

11.6 11.7 8.9 11.1

1.7 -2.6 -4.3 -1.2
43.2 54.7 36.9 48.6
3.7 4.7 4.1 4.4
0.7 0.8 1.0 0.8
3.53 4.05 0.98 3.95





TABLE 8

PERCENT PRICE CHANGES FOR NEW ISSUES AND MARKET
INDICATOR SERIES FROM OFFERING TO YEAR AFTER QUOTE

—
'

' ' '

Complete First Wednesday Fourth Wednesday All Available
Data Sample Price Missing Price Missing Data Sample

1

{N=228) (N=8) {N^5) (N=244)

9W Issues
d'

'

Mean Price Change -28.3 -61.2 67.1 -26.0

Median Price Change -38.9 -62.2 14.7 -38.0
Standard Deviation 44.4 14.9 98.4 50.3
Coeff. of Var. 1.5 0.2 1.5 1.9

Pearsonian Skewness 0.7 0.2 1.6 0.7
Third Moment 1.85 0.70 0.93 2.28

ASDAQ Industrial
Mean Price Change -22.7 -30.8 -17.5 -23.0
Median Price Change -23.1 -29.3 -17.5 -23.2
Standard Deviation 10.1 7.0 0.1 10.0
Coeff. of Var. 0.4 0.2 0.0 0.4
Pearsonian Skewness 0.1 -0.6 0.0 0.1

Third Moment 0.91 -0.99 0.80 0.88

>JIA

Mean Price Change -3.3 -12.8 -1.8 -3.6

Median Price Change -2.3 -11.8 -1.7 -2.5

Standard Deviation 6.9 9.7 0.2 7.1

Coeff. of Var. 2.0 0.8 0.1 2.0

Pearsonian Skewness -0.4 -0.3 -1.5 -0.5

Third Moment -0.41 -0.70 -0.90 -0.56

:xcess Price Change (NASDAQ)
Mean Excess Price Change -5.6 -30.4 84.6 -3.0

Median Excess Price Change -13.9 -33.4 32.3 -13.8

Standard Deviation EPC 43.4 13.2 98.4 49,4
Coeff. of Var. 7.8 0.4 1.2 16.5

Pearsonian Skewness 0.6 0.7 1.6 0.7

Third Moment 1.96 0.63 0.93 2.40

Ixcess Price Change (DJIA)
-25.1 -48.4 68.9 -22.4M^an Excess Price Change

Median Excess Price Change -33.3 -49.7 16.3 -33.3

Standard Deviation IEPC 44.0 12.6 98.4 49.9

Coeff. of Var. 1.8 0.3 1.4 2.2

PGc.rsonian Skewness 0.6 0.3 1.6 0.7

Third Moment 1.92 • -0.23 0.93 2.36
!





TABLE 9

PERCENT PRICE CHANGES FOR NEW ISSUES Ai^lD MARKET INDICATOR
SERIES FROM FIRST WEDNESDAY TO FOURTH WEDNESDAY AFTER OFFERING

Complete No Year After All Available
Data Sample Quote Sample Data Sample

(N=228) (N=232) {N=460)

New Issues
-

Mean Price Change 1.7 9.0 5.4
Median Price Change -1.8 -3.2 -2.4
Standard Deviation 33.0 135.0 99.3
Coeff. of Var. 19.4 15.1 18.4
Pearsonian Skewness 0.3 0.3 0.2
Third Moment 5.70 13.16 17.22

NASDAQ Industrial
Mean Price Change 0.2 0.3 0.2
Median Price Change -0.6 -0.5 -0.6
Standard Deviation 3.7 3.8 3.7
Coeff. of Var. 18.5 12.7 18.5
Pearsonian Skewness 0.6 0.5 0.6
Third Moment 0.39 0.13 0.25

DJIA
Mean Price Change 0.4 0.6 0.5
Miedian Price Change 0.0 0.4 0.3
Standard Deviation 2.5 2.5 2.5
Coeff. of Var. 6.3 4.2 5.0
Pearsonian Skewness 0.5 0.2 0.2
Third Moment 0.08 -0.01 0.04

Excess Price Change (NASDAQ)
'

Mean Excess Price Change 1.5 8.7 5.1
Median Excess Price Change -1.3 -4.2 -3.0
Standard Deviation EPC 32.5 136.1 99.3
Coeff. of '^ar. 21.7 15.6 19.5
Pearsonian Skewness 0.3 0.3 0.2
Third Moment 5.84 13.16 17.26

Excess Price Change (DJIA)
Mean Excess Price Change 1.3 8.3 4.8
Median Excess Price Change -2.3 -3.8 -2.8
Standard Deviation EPC 32.7 136.2 99.3
Coeff. of Var. 25.2 16.4 20.7
Pearsonian Skewness 0.3 0.3 0.2
Third Moment 5.81 13.16 17.24





TABLE 10

PERCENT PRICE CHANGES FOR NEW ISSUES AND
SERIES FROM FIRST AND FOURTH vlEDNESDAY TO

MARKET INDICATOR
YEAR AFTER QUOTE

FIRST WEDNESDAY FOURTH WEDNESDAY

Complete
Data Sample

(N=228)

ew Issues
Mean Price Change
Median Price Change
Standard Deviation
Coeff. of Var.
Pearsonian Skewness
Third Moment

ASDAQ Industrial
Mean Price Change
Median Price Change
Standard Deviation
Coeff. of Var.

Pearsonian Skewness
Third Moment

UA
Mean Price Change
Median Price Change
Standard Deviation
Coeff. of \'ar.

Pearsonian Skewness
Third Moment

<cess Price Change (NASDAQ
)

Mean Excess Price Change
Median Excess Price Change
Standard Deviation EPC
Coeff. of Var.
Pearsonian Skewness
Third Moment

ccess Price Change
(
DJIA)

Mean Excess Price Change
Median Excess Price Change
Standard Deviation EPC
Coeff. of Var.
Pearsonian Skewness
Third Moment

34.
-43,

40.

1.

0.7

2.05

-22.7

-21.7

9.8
0.4

-0.3

0.77

-3.3
-2.6

6.8
2.1

-0.3
-0.49

-11,

-19,

39,

3.

0.

2.

6

9

5

4

6

11

-31.0

38.5
40.0
1.3

0.6
2.06

All Available
Data Sample

(fj=233)

-32.3
-42.9
43.5
1.3
Q.7
2.24

-22.6

-21.7

9.7

0.4
-0.3

0.75

-3.3

-2.6

6.8
2.0
-0.3

0.49

-9.7
-19.5

42.7
4.4
0.7

2.29

-29.0

-37.7

43.4
1.5
0.6
2.25

Complete
Data Sample

(N=228)

-32.0
'. -43.2

48.0
1.5

0.7
3.26

-22.9
-22 .2

8 .8

.4

-0 .1

.30

-3 .7

-2 .9

6 .9

1 .9

-0 .

- 91

-9 1

19

47. 6

5. 2

0. 6

3. 26

28. 3

39. 1

48. 2

1. 7

0. 7

3. 16

All Available
Data Sample

(N=236}

-32.8
-44.8

47.4
1.4
0.8
3.31

23 .1

24 .5

8 .8

.4

.5

.27

-4

-3 4

7. 2

1 8
-0. 3

-0. 98

-9.7

19 .9

46 .9

4 .8

7

3 .33

28 8

39 4

47. 5

1. 6

0. 7

3. 23





TABLE 11

SHORT-RUN PRICE CHANGES FOR NEW ISSUES OFFERED
DURING RISING MARKET - 1972. ALL AVAILABLE DATA

/

Offering to Offering to First Wednesday
First Wednesday Fourth Wednesday Fourth Wednesday

' (N=435) (N=430) (N-413)

Nev; Issues
l-lean Price Change 12.1 14.0 6.6
Median Price Change 2.3 0.0 -2.1
Standard Deviation 33.2 51.0 104.7
Coeff. of Var. 2.7 3.6 15.9
Pearsonian Skewness 0.9 0.8 0.2
Third Moment 2.57 3.71 16.35

NASDAQ Industrial
Mean Price Change 0.1 0.5 0.5
Median Price Change 0.0 0.2 -0.5
Standard Deviation 1.5 3.8 3.6
Coeff. of Var. 15.0 6.3 7.2
Pearsonian Skewness 0.2 0.3 0.8
Third ilo.iient 0.43 0.16 0.30

DJJA
Mean Price Change 0.1 0.7 0.7
Median Price Change 0.0 0.9 0.4
Standard Deviation 1.2 2.5 2.4
Cccff. of Var. 12.0 3.6 3.4
Pearsonian Skewness 0.3 -0.2 0.4
Tirird ilcrnent -0.01 0.02 0.03

Excess Price Change (NASDAQ)
Mean Excess Price Change 12.0 13.4 6.1
Median Excess Price Change 2.2 -0.8 -2.9
Standard Deviation EPC 33.1 50.8 104.5
Coef^ of Var. 2.8 3.8 17.1
Pe.'.rsonian Skewness 0.9 0.8 0.3
Tiiird Moment 2.54 3.78 16.39

Excpss Price Change (DOIA)
Mean Excess Price Change 11.9 13.2 6.0
Median Excess Price Change 2.4 -0.7 -2.5
Standard Deviation EPC 33.1 51.0 1 04 .

7

Coeff. of H^v. 2.8 3.9 17.4
Pearsonian Skewness 0.9 0.8 0.2
Third Moment 2.54 3.75 16.37





TABLE 12

SHORT-RUN PRICE CHANGES FOR NEW ISSUES OFFERED

DURING DECLINING MARKET- 197 3- 74. ALL AVAILABLE DATA

;v; Issues
Mean Price Change

Median Price Change
Standard Deviation
Coeff. of Var.

Pearsonian Skewness
Third Moment

^SDAQ Industrial
Mean Price Change

Median Price Change

Standard Deviation
Coeff. of Var.

Pearsonian Skewness

Third Moment

JIA
Mean Price Change
Median Price Change
Standard Deviation
Coeff. of Var.

Pearsonian Skewness
Third Moment

:xcess Price Change (NASDAQ)

Mean Excess Price Change

Median Excess Price Change
Standard Deviation EPC

Coeff. of Var.

Pearsonian Skewness
Third Moment

Excess Price Change (DJIA)

Mean Excess Price Change
Median Excess Price Change
Standard Deviation EPC
Coeff. of Var.
Pearsonian Skewness
Third Moment

Offering to

First Wednesday
{N=51)

0.4
-0.9

11.5
28.8
0.3
0.260

-1.0
-0.9
2.1

-2.1

-0.1

0.006

-0.4
-0.3

2.1

-5.3
-0.1

0.193

1.4

1.5

11.5
8.2
0.0
0.200

0.7
0.5
11.7
16.7
0.1

0.195

Offering to

Fourth Wednesday
(N=55)

-6.5
-8.3

14.8
-2.3

0.4
0.774

-3.8
-5.1

4.4
-1.2

0.9
1.484

-1.4
-2.5

3.7
-2.6

0.9
1.425

-2.7
-6.1

14.8
-5.5

0.7
0.733

-5.1

-8.6

14.7
-2.9

0.7
0.796

First Wednesday to

Fourth Wednesday
(N-47)

-5.7
-3.7

12.5
-2.2
-0.5
1.714

-2,

-3. 4

3. 9

1. 6

0. 7

0. 764

-0. 7

-1. 4

3. 2

-4. 6

7

595

-3 1

-4 .8

13 .0

-4 .2

.4

1 .619

-5 .0

-5 .2

12 .5

-2 .5

.0

1 .566
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