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		Investors who possess information about the value of an IPO can participate in the offering as well as trade strategically in the aftermarket. Both the bookbuilding and the fixed price IPO selling methods require more underpricing when aftermarket trading by informed investors is considered. Bookbuilding becomes especially costly, since the potential for profit in the aftermarket adversely affects investors' bidding behavior in the premarket. Unless the underwriter building a book can target a small enough subset of the informed investors, a fixed price strategy that allocates the issue to retail investors produces higher proceeds on average, contrary to the conventional wisdom in the literature. We therefore find a benefit to limiting access to the premarket and, hence, provide an efficiency rationale for the practice by American bankers of marketing IPOs to a select group of investors.  
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		Suggested Citation:
		Suggested Citation
	

	
		
			Busaba,  Walid Y. and Chang,  Chun, Bookbuilding Vs. Fixed Price Revisited: The Effect of Aftermarket Trading (October 1, 2009). EFA 2003 Annual Conference Paper No. 694; AFA 2003 Washington, DC Meetings,  Available at SSRN: https://ssrn.com/abstract=331880 or http://dx.doi.org/10.2139/ssrn.331880 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Walid Y. Busaba (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Western Ontario - Ivey Business School   ( email )

			

			
			
				
				
				
					1255 Western RoD
London, Ontario N6G 0N1
Canada
519-661-4178 (Phone)
519-661-4184 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.ivey.uwo.ca/faculty/directory/walid-busaba/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Chun Chang

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Shanghai Jiao Tong University (SJTU) - Shanghai Advanced Institute of Finance (SAIF)  ( email )

			

			
			
				
				
				
					Shanghai Jiao Tong University
211 West Huaihai Road
Shanghai, 200030
China

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      811

			

		
		
		
			Abstract Views

			    4,544

		

		
		 
		
			Rank

			   43,921

		

		
	


	
		
            
            	       14 Citations
		

	

	
		
			
				       22 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    American Finance Association Meetings (AFA)

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                American Finance Association Meetings (AFA)

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,237

                                    

                                    
                                        PAPERS

                                            1,056

                                    

                                

                                
                            

                        

                    

                
	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,377

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Why Has IPO Underpricing Changed Over Time?

                        
                            By
                                
                                
                                    
                                    Tim Loughran
                                     and 
                                
                                    
                                    Jay R. Ritter
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Why Has IPO Underpricing Changed Over Time?

                        
                            By
                                
                                
                                    
                                    Tim Loughran
                                     and 
                                
                                    
                                    Jay R. Ritter
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        A Review of IPO Activity, Pricing and Allocations

                        
                            By
                                
                                
                                    
                                    Jay R. Ritter
                                     and 
                                
                                    
                                    Ivo Welch
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            A Review of IPO Activity, Pricing, and Allocations

                            
                                By
                                    
                                    
                                        
                                        Ivo Welch
                                         and 
                                    
                                        
                                        Jay R. Ritter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why Don't Issuers Get Upset About Leaving Money on the Table in Ipos?

                            
                                By
                                    
                                    
                                        
                                        Tim Loughran
                                         and 
                                    
                                        
                                        Jay R. Ritter
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Underpricing and Entrepreneurial Wealth Losses in Ipos:
Theory and Evidence

                            
                                By
                                    
                                    
                                        
                                        Alexander Ljungqvist
                                         and 
                                    
                                        
                                        Michel A. Habib
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Common Stock Offerings Across the Business Cycle: Theory and Evidence

                            
                                By
                                    
                                    
                                        
                                        Hyuk Choe, 
                                        
                                    
                                        
                                        Ronald W. Masulis, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            IPO Market Cycles: Bubbles or Sequential Learning?

                            
                                By
                                    
                                    
                                        
                                        Michelle Lowry
                                         and 
                                    
                                        
                                        G. William Schwert
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            IPO Market Cycles: Bubbles or Sequential Learning?

                            
                                By
                                    
                                    
                                        
                                        Michelle Lowry
                                         and 
                                    
                                        
                                        G. William Schwert
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            IPO Pricing in the Dot-Com Bubble

                            
                                By
                                    
                                    
                                        
                                        Alexander Ljungqvist
                                         and 
                                    
                                        
                                        William J. Wilhelm
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.086 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
