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The Impact of the Price Stabilization
Mechanism on the Quality of the
Taiwan IPOs Market

Yen-Chen Chiu

Department of Finance, National Taichung University of Science and Technology

This study aims to evaluate the effect of the implementation of the price
stabilization mechanism on the market quality of the Taiwan IPOs market and
further examine the relationship between the attributes of the price stabilization
mechanism, the market status, the underwriters’ reputation and the price
stabilization mechanism on the market quality. Empirical results that the
implementation of the price stabilization mechanism contributes to the increase
in market liquidity and volatility, but it has no significant improvement in market
efficiency. If we control the first-day implementation attribute of stabilization
mechanism that the market liquidity, volatility and efficiency are found to have
significant improvements. Moreover, this provides strong evidence supporting
that the price stabilization mechanism and the market quality should be related to

the market status, while the relation is trivial for the underwriters’ reputation.
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