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This paper aims to explore how firm internationalization influences IPO
underpricing. Three hypotheses are proposed to investigate the impact of firm
internationalization and location choice on IPO underpricing. We selected
sample of 444 Taiwanese IPO companies ranging from 2005 to 2014. This study
uses regression models to test the hypotheses and gauges internationalization by
two measures: the number of foreign countries and the number of foreign
subsidiaries. Both measures indicate that internationalization is negatively
associated with IPO underpricing. Internationalization escalates the degree of
information asymmetries while it also reveals the future potentials, which will
decrease the degree of underpricing. This study further divides location into two
types: one is developed country, the other is developing country. Our findings
suggest that companies have lower IPO underpricing when they have lower
degree of internationalization and invest in developing countries, indicating that
investing in developing countries has positive effects and brings down the degree
of IPO underpricing for Taiwanese companies with lower degree of

internationalization.
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