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Abstract

This paper examines the effect of regulatory price caps on IPO pricing and initial returns. The Greek stock market offers a unique arena for empirical research on this topic as three (3) substantial changes in regulation were introduced in a period of only seven years (1993-1999). The results indicate significant differences in initial returns due to the effects of price caps. Price caps reduce underpricing unambiguously; the range of underpricing has also been significantly determined by the intensity of demand and market conditions in the Greek market. Our results are robust after controlling for the impact of ‘hot market’ using several combinations, as well as a number of other control variables.
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