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TDTPLICATIONS ON IONG-TERM UNDERPERFORMANCE
f,ll^Rr.S IpO ON INDONESIA STOCK EXCIIANGE 1nu)

IIAMILAII, IvIAKMURI AND GUSMIARNI

a
lb'd: Thb study aims to analyze factors that inlluence companies doingu*picing at the moment, companies conduct Ipos in the stock market and its
ryr!:6bos on Long-Term Underperformance in proxy with JCI on IpO shares
: DL A,"l,Eir of phenomena. By using sample data onto Ipo implementationh prs 2fi6 ,ntil Ipo 201_l with period of i year for every i-pr"-"rrtuiioo orlFtO. uhod done by using Sampling purposive Method.

lL fut eoalysis based on the data onto companies conducting initial publiceig GPO) in BEI during the period 2006 to i011, .nderpri"lrri *"rug"'tg,
tclirrd- Tte average initial- return to companies underpricing i".iog i't 

" 
irofu-g th period 2006 to 2011 average initial return to 81 percent, and thertL't h 2002 with Initial Return of 40 percent and the to*ot o""*."a], zriiri tri ptrcar.

Tb ryod ena\6is shows that the average of the age variable of company the..h dcrvitation, the voratility effect on tle lever of rinderpricing i" trre *-prrv
-*r'qglnitial 

Pubric offering (Ipo). while the company size iariabre, t t".""i

Fr F third analysis, the long-term performance of IHSG after firm IpO is
i1{*U inlluenced by the 

_Comparry," Age variables, Capitalization Value,

^bhtfity'_IEterest 
Rate, and Rupiah'E*chJnge Rate, while the variables inooq'"r size influence is not significant. This"study reinforces the asymmetrici&rstim theory of underpricing phenomena, due to information asy_metrytrt ea underwriters and fums. Difrerences in information ur" 

"rppo.tua 
Uy "g;"yttay ud signal theory, whereby information published * .r, ui,o,-""*"oi *iir

Foride a sig.al to investors in making investment decisions.

fntroduction
lL inphmentation of IPO in Indonesia has only started since the 1gg0s. Until thed d 1990 there werc Z4 companies listed in sttck exchangu. to tUe year Lggl upq_tb of 2011 there has been a very rapid growth of the implementationdlrisal Public offerin-g (Ipo) in the capital market,-which became 423 companiesrft,t r capitalization of Rp.2.860,82 trilion. However, the priraiiration process of**eaned enterprises is still very small. Of 141 state-owned enterprises consistingd lt mr sectors there are 18 companies that has done Ipo in the period 1gg1-8rr' rhich started with the company semen Gresik and the l*t ;;;;4ffi;Irlnoesia.

K egto o rl s : Underpricing, Long-Term Underperformance



TIAMILAH, IUAKMURI AND GUSMIARNI

The process of Initial Pubtic offering (IPO), Go PuLlic or. 
3fte1 

referred to as

the initial public offering is a stock offering activity conducted by the company to

i-rr" p"uri" ipublic). By o-fferi.g shares to the public, the company will be listed on

the stock to become a public / open company'

In the process of selling the first stock of a company to a general investor is

called an IpO. According f U* no.S of 1995 concerning capital market, public

offering is a security offerlng activity undertaken by issuers to sell securities to the

p,rUti""Uurud of tLe p,o"Jd""' set forth in the capital market law and its

i*pi"*"","tion regulations. C;ompanies that conduct public offering of shares, their

shares must be able to transacted on the stock so that investors can resell or buy if

It"y "u, 
not during the Ipo. The issued shares have a price known as a.n initial

O.,fi1f" .ff*rng (Ied) is an important factor of both the issuer and the underwriter

as it relates to the amount of iunds to be earned by the issuer and the risk that the

underwriter will bear. ihe amount of funds received by the issuer is a correlation

between the number of shares offered at the price per share, so the higher the price

per share then the funds received will be greater'

Initial Public offering (IPO) Initial Public offering (IPO) Initial Public offering

geOtf"itiuf public Ofiuri"g (feO; i* lower than the stock market price in the

secondary market on the firrt day,'there will be a low-price phenomenon in the

initial offer, called Underpricing. 
-on 

the other hand, if the current price of Initial
-p"ilii" 

Offering (IPOI;ew higier than the stock price on the secondarv market on

the first day, then tt i, ptru"ori"non is called Overpricing (Hanafi, 2004)' Research

conducted Uy Aggra*al et al, (1993) concluded that underpricing phenomenon

occrrs to the ti*" or i.ritial public Offering (IPO). Another phenomenon is the

long-term negative return and the existence of cycles in terms of underpriciug and

volume of companie" 
"ona,r"ti"g 

Initial Public offering (IPo), known as the three

urro*aly Initial Public Offering (IPO)' Underpricing has become a common

phenomenon in the initial pubhl offe.ing in various capital markets a,round the

world (Loungtrur, 
"J-o1., 

rdOa;, Underpricing is' after all' an indirect cost of an

Initial Public Offering (IPO)'

Accordingtoaeatty(1989),underpricingconditionshasdifferenteffectsof
companies uod in 

"rior". 
Ct*pu"io will not benefit if there is underpricing, because

the funds obtained from go p,ruti" are not maximum. In the event of overpricing'

investors will lose *o""i becar"" they do not receive the initial return to the

shareholder's profit because of the difference in stock prices purchased in the initial

market at the IPO with the selling price in question on the first day on the seconda'ry

market. The phenomenon of underpricing and overpricing- occurs to the capital

markets of various co.rntrie". Amonl the ijnited States, Britain, Australia, South

nr,i"u,China,Malaysiaandludonesia.Underpricingisoneofthemostcommon
phenomena in the firrpL*J",ion-of Initial Public Offering (IPO)' The second

anomaly are Long tei* uoa"rperformance, which is where in the long run, the

performance of IPO J;" has poor performance. This condition causes Cuurmulative

Abnormal Return tcenl or fro "L*", 
to form up and down pattern. This shows

that the price that f""*. to the beginning of the s"condary market is not the stock

pri"" ir, 
^u""ordarrc" 

with the varue of the company (fair price). In the long run'
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EI-IEI\-S ANALYSIS: UNDERPRICING DETERMINANTS..,

ffi6l retulls due to underpricing are eliminated because of long-term
(Smtuel- 1996).

h Mmia rmderpricing phenomenon has also been done as shown in table 1

Table 1
Underpricing phenomenon in Indonesia

llaiLFI Sample Underpricing (%)

brdlrnaui
hdilifuei
*, $Hqlmro" S.mbel

ffifrl $tlrddia
b,,'@mue. Ilr-

lk
f,ll nrlm
nho..fae
Mr'!0r3'r
il5l:i rd l'rse (2013)

rydf,rrto (2013).

hb"itt {ils)
frjurdSrrrpne (20t6)

131

90

92

96

300

28

44

67

98

169

7L

150

57

38,0

5,0

59,4

L2,l

2L,3

34,9

82,0

28,3

87,00

43,90

37,15

25,30

35,28

1994-2001

1994-2000

1999-2005

1993-1997

1990-2001

2000-2006

1998-21t03

2000-2006

2008-20L2

200G2011

2007-20L1

2007-20t2

2010-2013

Literature Review

ecrfutiDg underpricing theories so far none has dared to explicitly declare better
fo rflil*;ming underpricing phenomena. Most of the existing theories set out from
& qimrnce of information inequality (information asymrn-etric) in the vicinity of
ffil Public Offering (IPO).

BGrttr (1989) erplains that underpricing or positive initial return in the primary
dGt is due to the existence of information asymmetry (ex-ante Uncertainty)

is pice uncertainty in the future. Information asymmetry can occur if theilndr &es not have accurate information on information owned by the investor.
Tbe strdy of the phenomenon of underpricing in the IPO was first performed

h & LS Securities and Exchange Commission (SEC) in 1g63. More than 10 years
bc" Ibbotsou and Jaffe (1975) conducted the same study in the United Statesd obtaiml results that the initial average return obtained by investors when
hlffog sharcs through IPO mechanism is 16.88%

TLe occurence of under-pricing phenomena in stock trading the first daydlr tf,e IPo on the Indonesian stock exchange in the period lggg-1gg4 was

{ga$rcaused by: (i) government interference in stock eichanges, (ii) the statedtlc Irdonesian capital market experienced a boom in 19g9 uoa rggo with the
der of bsuers as many as 67 companies that conduct initial publication. This
L t{rd{rered consistent with the phenomena occurring in neighboring countriesrhe uuder-pricing phenomena in the 1990s were lower than those of the lateIlffi"

--
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Several factors are expected to affect underpricing and long-term under-

employment ie company Age, company size,. capitalization value, volatility,

mtlr"st Rate and Exchange R"ot" io Exchange Rate ($)'

The longer operating age of t[e company makes it possible to provide a wider

urrd *or" pr"fti" irrfor*Jiot' publication than the newly established company' The

iorg", ttre tife of the company, the rnore information the community can acquire

iri,iJiarr*i and Indriantoro, lggg) thereby reducing information asymmetry ard

minimizing uncertainty of the future' Rosyati and Sabeni (2.092) said that the

"o,opurry'r"uge 
had a nlgative and sigrrificant effect on underpricing while Ghozali

;;J'il;r", (zooz; aia n"ot show signihcant.influence. Similar research in Indonesia,

;; oth"rr, conducted by Tlisnawati (1ggg) who conducted research on the

Jakarta Stock Exchange by iaking data onto 1994 to 1995 successfully proves that

the age of the compu"i t * u porlti.,r" and significant effect on initial return.

company size can also be used as a measure of uncertainty, because large-scale

firmsaregenerallybetterknownsothattheinformationiscertainlymorethan
smallfirms,ifthereismuchinformationkrrowntothepublicthenthelevelof
uncertainty can be reduced so that the investment decision is right' It is estimated

that large_scul" "o*f.rries 
have low-er-levels of underpricing than small-scale

enterprises'ThisisinaccordancewiththeresearchofKimet.al.(1993)showing
the influenc" of .r"guiiu" and significant firm size of underpricing, which means the

irrg". tt 
" 

size to tL" 
"o*pu.ry 

fhe smaller the level of underpricingnya the smaller

the smaller the size of the company the greater the level of underpricing. Companies

;;ili;;;;,ir* taa to contain fewer Uncertainties, such companies will experience

alowerinitialreturn'ThegreatertheUncertaintyofthecompany'thegreaterthe
average initial return, larfe-scale companies tends not to be affected by market

conditions but rather'affeJt the market conditions (Retnowati' 2013)'

Volatility is the amount of distance between the fluctuation of the stock price

or the price of the stock or foreign currency. High volatility means the price rises

rapidlyandthen'"aa""rydrops"inrapidlyresultingina..huge'differencebetween
the lowest and the highesi prices in time, ihe small volatility also changeable bias

there is clock hours *i"r" volatility slows volatility bias is aimed at the number of

certainpipsorabsolutenumbers.votutititymearrstheconditionalvariancebetween
an asset. Volatility analysis is useful iu portfolio formation' :i:I.T*"ry.i:lT1
price formation, volatiliiy is also used in.predicting risk, volatility prediction has

an important influence 
"in 

investment decision ma"king, Volatility modeling is

Autoregressive conditional Heteroskedatisitas (ARCH) permitted by Engte (1982)

and used in mea,surinf ii* fit u""ial risks and behavior of the mining sector' where

the result is that the volatility of mining stock returns has a reliance on time' And

ARCH can be a"t""t"aiittr" t*g" o,r*U* of samples and Generali'ed Autoregressive

conditional uut"rorrcJJicit;(GARcH) developed by Bollerslev in 1986 became

the method "o**orrty 
*"Ji.t hnancial analysis including stock return and volatility'

Thecapitalizationofsharesorothertermsofmarketcapitalizationisabusiness
term that points to the overall price of a company's stock that is a price to pay for

all shares of the ""-;;";. 
ihe magnitud" o.rd gro*th of a company's market

capitalizationisoftenanimportantmeasureoftlreSuccessorfailureofanopen

,,-,";i![
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E\1E1\,S ANALYSIS: UNDERPRJCING DETERMINANTS...

&Iitstization is sometimes used as a synonym for market capitalization
& be market capitalization and long-term debt. The stock market is a

gwal trading and related financial instruments (including stock options,

-l stork index estimates). According to (Robert, 1997) in Boeli (2008)
mrbt price multiplied by the number of shares in circulation will be in

vahre or so.called Market Capitalization.

thfolcerst rate (BI Rate) based on the explanation given by Bank Indonesia
igD-id), the BI rate is the policy rate reflecting the stauce or stance of

policy stipulated by Bank Indonesia and announced to the public, BI
ruced by the Board of Governors of Bank Indonesia, and implemented

qerations conducted by Bank Indonesia through the management of
iB the money market to achieve the operational targets of monetary

lh qeational objectives of moneta,ry policy are reflected on the development
rrxxrey market interest rates. While inflation according to Samuelson

tlrt infla.tion as a condition where there is an increase in general prices,

3mds, services and factors of production. This definition indicates the
lr3 of purchasing power followed by the declining real value of a country's

e a"hange rate is the price of a currency of a state that is measured or
in rdher crurerrcy. Exchange rate plays an important role in spending

{itrrn barce rate allows us to translate prices from different countries
laaguage. If all other conditions remain, the depreciation of a country's

Gf rGrinst all other currencies (the increase in foreign exchange prices for
t omy oocerned) causes its exports to be cheaper and its imports more

rytre. While appreciation (decline in foreign exchange prices in the country

-rpd) 
rnilres its exports more expensive and imports cheaper.

mr*rnge rate is very important to the foreign exchange market (foreign
free mr*et). Although foreign exchange trading takes place in various financial
ffi ryead acrorxi the globe, modern telecom technology has linked them into a
fihDrfu ehrin that operates 24 hours daily. One important category of foreign

trE trading is forwa.rd trading, in which some parties agree to exchange
in the future of the basis of the exchange rate they have agreed upon.

o*,ber categories, ie spot trading (spot trading) directly execute the exchange

Pih mally for urgent or practical purposes).

!gr.ethe exchange rate is the relative price ofthe two.sets, then the exchange
rhfo cmsidered to be the asset price itself. the basic principle of asset pricing is
h fbsrrent asset value is determined by its estimated future purchasing power.
hGnbeting assets, investors always display the asset's estimated value of return,
r L r& of increase in the value of investments embedded in the asset at later'll" The returns to deposits traded with the foreigu exchange market are
haed by interest rate and estimated exchange rate changes.

Mbr by the Journal of Indonesian Applied Economics vol 2 no.2 october
-lL Stitt€n by Imam Mukhlis, the development of the current liberalism and
rft5r&ation of the world has caused its own concerns for each State. To address
fr {yuanics that occlus every State formulates a framework of multi sector
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ili: ?fi ffi ;i# ;frr**;,r' in maintaini ng t he ru ndame nr'al s o r this. econoqy

can have an impact ,"'-*-"*L*ic stability. One of l,he macroeconotnic indicatom

that are tentative to external economic turmoil is the exchange rate of 
:lrr:trcy

(currency exchange ,*i. 
-r" 

rni' case the exchange ral,e reflects the strength of the

economy as a result oi"tnu p""*ration Td "ttu:T.":::::iii:111"i3fl{;I}i::::
X|lil|", i'nJ""ilffi;;;J;;""f -i'v''-"^*Il-"I-:,*"":i'-t':t""":#renciesorother
countries,themoreitst.o*,"thefundamentalstrengthofthecountry,seconomy.[4
otherwords,thegovernmeut(monetaryauthority)isabletoconductmonetary
;ii;r';;d fro* in-*ohangL rate of crrrrency that can encourage economic

competitiveness ot 
" ".i"i*Tn" 

rise of the currency exchange rate in the money

market (appreciatio"";;;p;iatiod shows the magnitude of the volatilitv that

occurs to the "rrr"rr#Ttl!** 
*rtil the currency of another country (cho',

2000).rncreasing*"1t,iii'o,y'""'"::."?L:::::T:-i"::Xi,f."#L}"T'fl|:

cooperation. On the other hand. it cau aLso be explained that the exist"i'" liberalisn

andgrobarizationu.ingllffi e:'*"ltP,:::i:f1".::11*:i:1':"'-i;f*":::y,

zuuu)' rncreas,"B ""'';;;ir;;i"-*r"o"y;. This gives an overvalued overview and
(appreciation / DePre

undervalued "*"t'uog"'uie 
against other.currencies of the State' When the exchange

rate is experiencing *i."*"Lfatility, then the economy will experience instability

both from the macro and micro'

Development or ti" totto*ing framework ba;sed on theoretical overview of some

previous research, tf'" 
'"s"u'"t' 

faradigm can be described as follows:

Picture 1; Framework

.j.,:i'"....l.".--...^.#

-ri6!lir* jilla.r*--*-.".
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E\IEIVS ANALYSIS: UNDERPRICING DETERMINANTS...

The Effect of the Company's Age on Underpricing of IPO
Shares

The Influence of Company Size on Underpricing Shares IPO
There is a positive effect of Capitalization Value on IPO Stock
Underpricing
The Effect of Volatility on IPO Stock Underpricing
There is an effect of Interest Rate on IPO Stock Underpricing
The effect of the Rupiah Exchange Rate on Undelpricing of
IPO Shares

Tnflusass of company age, company size, capitalization value,
volatility, interest rate and exchange rate of Rupiah to
underpricing IPO shares
The Effect of the Company's Age on Long-Term
Underperformance

Effect of Company Size on Long-Term I-Inderperformance

The Effect of Stock Capitalization Value on Long-Term
Underperformance.
EfIect of Volatility on Long-Term Underperformance
Eflect of Interest Rate on Long-Term Underperformance
Effect of Rupiah Exchange Rate on Long-Term
Underperformance
the InJluence of Underpricing of IPO Sha.res to Long-Term
Underperformance
Inlluence of company age, company size, capitalization value,
volatility, interest rate and exchange rate of Rupiah to
underpricing IPO sha.res and its application to Long-Term
Underperform&nce.

Research Methods

h t4#E dissertation is used a combination of descriptive and inferential methods
dq Listorical data onto a long period of time. Selection of a long period of time
b rryccted to provide a more accurate picture of the phenomenon of underpricing
d h&t€rm underperformance in the stock market of Indonesia.

Frytrlation of this research is Company which does go public since 2006 until
m"I d ladonesia stock exchange (BEI).

s-.fle in detail is the Company of companies that have been doing IPO since'm dil the end of 2011 and up to now still listed in the Indonesian stock foam
qm}" Companies that are still listed on the Stock Exchange but not available past
&r le not included in the unit resea.rch.

Th data and information used is from Boomberg & Real Time Information
liMfTf information service providers,Indonesia Stock Exchange (BEI) website, OJK
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website, website of publicly listed companies, Bank Indonesia website (BI), Ministrv
of Finance website, TICMI rehite (The Indonesia Capital Market Institute).

Research Result

Data analysis of the company coducting initial public offering in 2011.

Description of Statistics
I$le f

Data llescriptfor Lilirl Pdlic Olfering of 2011

AGE ESHM IHSG KAPT

Meau

Maxirnum

Minirnunt

Std. Dev.

C)bservations

t4.23077

26.O

3.0

7.OL7321

65

793,8077

3750.mO

50.m000

855.2656

65

4494.673

5491.340

3679.829

514.1398

65

5372.014

12642.93

2198.465

1832.762

65

Source: Data is processed usirrg eviews 9.0

Table 1 shows that the data of 13 firms over the period 2011 to 2015

a) of the 65 company Age data (AGE), a minimum of 3 years and a maximum

value of 26 years. With an average of. 14.23077 yeam and a standard deviation

from 7.017321 years.

b) of 65 data share prices (HSHM), minimum value of Rp 50.00 and maximum

value of Rp 3750,00. With an average of Rp 793.8077 and a standard deviation

from Rp 855.2656.

c) Of the 65 Composite Stock Price Index (IHSG), the minimum value of 3679,829

and the maximum value of 5491.340. With an average of 4494,673 and a standard

deviation from 514. 1398.

d) Of the 65-capitalization data (KAPT), the minimum value of 2198,465 billion

Rp and the maximum value of 12642.93 billion Rp. With an average of.5372.0L4

billion Rp and a standard deviation from 1832'762 billion Rp'

Table I (continued)

Data Description: Initial Public Offering of 2011

KURS NATE SIZE VOLA

s.293417

13.85237

2.t28004

2.076263

65

Sou,rce:DaLa is processed u.sing eviews 9'0

Table 1 (continued) shows thttt
to 2015

the data of 17 cornpanies over the period 2011

Mearr

Maximurn
Illirrimutn
Std. Dev.

Observatiom

10492.85

12500.00

8523.000

r.354.623

65

0.063423

0.075000

0.006000

0.018270

65

13.03349

26.01083

5.626433

4.512825

65



(BI), Ministry
lnstitute).

2011.

KAPT

5372.014

12642.93

2198.465

1832.762

b5

to 2015

and a maximum
deviation

and maximum
deviation

rralue of 3679,829

T3 and a standard

of 2198,465 billion
8\;'erage of 5372.0L4

Rp.

VOLA

5.293417

13.85237

2.128004

2.076263

65

the period 2011

EVIEWS ANALYSIS: UNDERPRICING DETERMINANTS...

ril Of the 65 Exchange Ra,te data (KURS), a rr,rinimum value of Rp 8523.00
. rr-l a ma:cimum value of Rp 12500.00. With an average of Rp 10492.85

and a standard deviation from Rp 1354.623

W Of the 65 Interest Rate (RATE) data, the minimum value is 0.0060 and
the maximum value are 0.0750. With an average of 0.059618 and a standard
deviation from 0. 063423.

G! Of the 65 Company Size (SIZE) data, a minimum value of 5.626433 and a
Eaxirnum value of 26,01083. With an average of 13.03349 and a standard
&viation from 4.512825.

{l Of tbc 65 Volatilization data (VOLA), a minimum value of 2.128004 billion
Rp and a maximum value of 13.85237 billion Rp. With an average of
5293417 billion Rp and standard deviation of.2.076263 billion Rp.

L3Accuacy Tesc

L. hm Eftct vs Fixed Effect
tb cho*test t€st is used to determine which model will be selected in the
r.I data regression model estimation, whether the common effect or fixed
r&cf model. This test is done by using statistical test of F or chi-square with
Lypothesis as follows:

Ec Common effect model is better than fixed effect

trr Eired effect model is better than common effect

f tbe value of F arithmetic (F-test) and chi-squa,re test is smaller than a :
0.IE (5%), thea Ho is rejected and Hi is accepted. This shows that the effect
Dd€{ lsmains better than the common effect model in estimating panel data
ngrcssiorx- Conversely, if Ho is accepted and H! rejected, which mearui that the
aonrnoneffect models is better than the fixed effect model in estimating panel
&rregession.

L lhdEfiect vx Random Effect
TLechoice of which model is used between the fixed effect model or the random
cfiect model, the Hausman test is performed. (Hausman test). The hypothesis
ir tb Hau.sman test is as follows:

Eo : Random effect model is better than fixed effect

f tte probability value (Prob) Chi-Square Hausman Test is smaller than a :
OIE (5%), then Ho is rejected and Hi is accepted.

G honEffect vs RandomEffect
Ilcrprmination of use of which model is used in panel data regression, whether
[!Drr effect model or random effect model through Lagrange Multiplier
F,U-tcst) Breusch-Pagan test. The hypothesis in this test is as follows:

f,o : the common effects model is better than the random effect

lE : Ihe random effect model is better than the common eflect
f Lil{ test> chi-squa,res with Alpha: a : 0.05 and df : 3, then Ho is rejected
d Hi is accepted. Based on the calculation of Breusch-Pagan LM test (BP)
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chi-squares table with l: O(}$" or the probability value of LM-test Breusch-

Puguo 0.0000 is smaller then a - 0-61 it can be concluded that the random

effJct model is better rather than the common effect model in eliminating the

influence of internrl and extrnal factors of underpricing and its implicationg

on the long-term underperhrmance of IPOs in Indonesia' Hypothesis tests

results as follows:

tU.2
Hypothrak atd Brrrb Slructurel Data 2011

Iafoanc oa HSHM

Corlffraiatt Prcb

DecisionHgpothesis Varioble

H1

H2

H3

H4

H5

H6

H7

R_Square

Source: Data is processed using eviews 9'0

Information:
S : significant;

TS : no significant

Model AccuracY Test

a. Common Effect vs Fixed Effect

The chow-test test is used to determine which model will be selected in the

paneldataregressionmodelestimation,whetherthecommoneffectorfixed
effect model. This test is done by using statistical test F or chi-square with

hypothesis as follows:

Ho : Common effect model is better than fixed effect

Hi : The fixed effect model is better than commot etfect

If the value of F arithmetic (F-test) and chi-square test is smaller than a =

0.0b (5%), then Ho is rejected and iti is accepted. This shows that the fixed

effect model is better than the common effect model in estimating panel data

reglession. Conversely, if Ho is accepted and Hi is rejected, which means that

the common effect model is better than the fixed effect model in estimating

panel data regression.

b. Fixed Effect vs Random Effect

The choice of which model is used between the fixed effect model or the random

effect model, tt 
" 

ir,rr*an test is performed. (Hausman test). The hypothesis

in the Hausman test is as follows:

Ho : Random effect model is better than fixed effect

FIi : The fixed effect model is better than random etfect

AGE

ROA

KAPT
VOLA
RAIE
KUR,S

Together

0.291944

-38,17,185

-23,48465

0,fix295
-r4,rl42l
-r468806
-0,066122

F= 3,985729

0.2238

0.0884

o.8442

o.5276

0.9549

0.1761

0.002088

p>0,05;TS
p>0,05;TS
p>0,05;TS
p > 0,05 ;TS
p>0,05;TS
p>0,05;TS
p<0,05;S

h
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p>0.05;TS
p>0.05;TS
p>0,05;TS
p>0.05;TS
p>0,05;TS
p>0.05;TS
p<0.05;S
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fom p*i*bility value (Prob7 Chi-Square Hausman Test is smaller than a:
t0lt{flS, ,5% t. theu Ho is rejected and Hi is accepted.

Eo mm the hlpothesis Structure-2 used regressioil analysis results based on
trf,h,t Epdel Hlpothesis tests results as follows:

Table 3

Eypothesis Test Results Structure-2 Data 2011

frrd!!, l'oriable Influence of IHSG

Coefticient Prob Decision

I

D
D
m
nfll
ffilr
mm

m{
mffi
D-Xtft

AGE
SIZE

KAPT
VOLA
RATE
KURS

HSHM
Bersama-sama

0.tj:14353

288,7716

15,2544t

0,098487

-15,67250

-316r8223

0,005992

0,071141

F: 11,92961

0.0003

0.2639

0.0000

0.4749

0.9015

0.9439

0.6156

0.000000

p < 0,05; S

p > 0,05; TS
p < 0;05; S

p > 0,05; TS

p > 0,05; TS
p > 0,05; TS

p > 0,05; TS

p < 0,05; S

Xrill: Drt L procssed 6ing eviews 9.0

*rrrro
I 

-ri6am
lli 6 rtnificen

lp;tothds Test R€sults

L,i{ Beed on the Analysis and hypothesis testing presented in Table 2 and Table 3
h companies conducting initial public offering (IPO) in 2011, firm sizes proxy
Tith Asset obtained results.

{lI} E : There is a positive influence of the company's age on urderpricing initial
public offering (IPO).

El h1'pothesis Not proven shown by the coefficient,of -38.17485 and probability
qignificAnce of 0.2238> 0.05 thus the influence of the company's age on the
underpricing of initial public offering (IPO) negative and not significanl.

P| ry There is a positive effect of firm size of underpricing initial public offering
(rPo).

B2 h1'pothesis is not proven shown by coefficient of -23.48465 and probability
significance of 0.0884> 0.05 thus the effect of firm size proxy with Asset to
wr&rpricing initial public offeriug (IPO) negative and not significant.

{81 Ej There is a positive effect of stock capitalization on underpricing of IPO.
83 h1'pothesis is not proven shown by coefficient of 0.004295 and probability
siEnificance of.0.8442> 0.05 thus the effect of stock capitalization value on
mnderpricing of initial public offering (IPO) positive and not significant.

fi) Ej H3 hypothesis is not proven shown by coefficient of 0.004295 and probability
significance of.0.8442> 0.05 thus the effect of stock capitalization value on
underpricing of initial public offering (IPO) positive and not significant
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(5)

(6)

(7)

H4hypottre.isisnotprwenshmnbycoefhcientof'-l4.ll42landprobability
,is;i"fi"*rr"" of 0.52?6> 0-o5 thu.s the effcct of volatilization on underpricing

i"ilirf pubtic offering (IPO) resptive and not significant'

H-:Thereisanegativeetfectoftheinterestrateontheunderpricingofinitial" public offering (PO))'
H5hypotlresisnotprovenshowlbycoefficienteqrralsto-46'g806andprobability
;i;ih;"""" equat to oBsaD 0,6-hence influence of interest rate to underpricing

i"ilirf public offering.(IPO) negative and not significant'

II^: There is a positive influer':e of the rupiah exchange rate against underpricing
o 

of initial Public offering (PO)'

H6 hypothesis is not proven "!9Y" 
by coefficient of^-0'066122 and

,r.UiUfilt, signifi"onc" of 0'1761> 0'05 thus the effect of rupiah

exchange rate on ,rrraurp.i"i"g of initial public offering (IPo) negative and

not significant. r !r ,! ,l
H-: There is influence of compauy age' company size' stock capitalization
"n ;;;;", *r"rii*"ii"n, iot"'""t ttt9, *a rupiah exchange rate together with

.roJ", pri"irrg of initial pubtic offering (IPO)'

The H7 hypothesis proved to be shown by probability significance of 0'002088

<0.05thusfirmage,n'*'i'",stockcapitalizationvalues'volatilization'interest
rate, and rupiah ";[""g" 

rate together with under pricing of IPO' If there is

an increase i* "t.;;1;;; 
the value of stock price will increase positively by

-0,002088.

(g\ Ir-: There is a positive influence of firm age on long-term underperformance'

Hg hypothesis proved shown by the coefficient of 288'7716 and the probability

significanceoro.ooos.o.os-tt'.,'theinfluenceoffirmageonlong-term
underperfor*u.r"u"f,"o"rtti"" *a significant. If an increase in the age of the

"o*purry 
will increase the JCI value of 288'7716'

(9) Hr: There is a positive effect of firm size of long-term underperformance'

Hglrypothesisisnotprovenshownbycoefficien|ofls.2S44landprobability
significance "r 

oldgg, 0.05 thus the effect of firm size to long-term

,rid".p"rformance positive and not significant'

(10)Hro: There is a positive effect of stock capitalization on long-term

underPerformalrce'

HlOhypothesisprovedshownbycoefficientof0.0g848Tandtheprobability
significance or ohooo <0.05 thus the effect of stock capitalization values to

long-termunderperformancepositiveandsignificant.Meaningthata,rryincrease
in Lpitalization value will increa'se the JCI of 0'098487'

(11)H,':Thereisanegativeeffectofvolatilizationonlong-termunderperformance.
H11 hypothesis iJnot proven shown by coefficient of -15.67250 and probability

significance * i.qlii, 0.05 thus the effect of volatilization on long-term

,id"rp".formance is negative and not significant'

(12)H.,:Thereisanegativeeffectofinterestrateonlong-termunderperformance.
I{l2hypothesisnotprovenshownbycoefficientequalto8T,0T803probability



underpricing

aud probability
to underpricing

-0.066122 and

ililization, interest

of IPO. If there is

probability

ing of initial

t of rupiah

) negative and

capitalization
together with

of 0.002088

positivelY bY

formance.

the probabilitY
tge on long-term
in the age of the

I and ProbabilitY
eize to long-term

on long-term

end the ProbabilitY
values to

that anY increase

underPerformance'

and probabilitY
on long-term

underPerformance'

8I.07803 ProbabilitY

AGE

SIZE

trAPT

VOLA

RATE

KI'RS

simultaneous Significant 0.45254L

0,239348 0.061839

Signilicant T

Significant 0.539926 Significant

0.865513 0.060963 0.291944
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sqnal [s 09015> 0,05 hence influence of interest rate to long-term
positive and not significant.

*flere is a negative influence of the rupiah against long-term
' ^rformance.

tfpothesis not proven shown by coefficient of 0,005992 and probability

;!flclre equal to 0,9439> 0,05 hence influence of rupiah exchange rate to
rmderperformance positive and not signifi cant.

the b an underpricing effect on long-term underperforrlance.

mf tlrpothesis not proven shown by coefficidnt of 0.071141 and probability

tfrre of 0.6156> 0.05 thus the influence of underpricing to long-term
*pcrhrmance positive and not significant.

lhrc b influence of company age, firm size, stock capitalization value,
detility, interest rate, rupiah exchange rate and underpricing together
.Erirxt long-term underperformance.

D fU'p*hesis H15 is shown by the probabilii;y significance of 0.0000 <0.05
blbin0uence of firm age, firm size, stock capitalization values, volatilization,
Grafe, rupiah exchange rate and underpricing jointly against significant
lX*crn underperformaace.

Discu.ssion

o the data *',alysis of the company conducting iuitial public offering in
7 to 2Xlll aod testing the hypothmis that has been done, Iirst Regression of

to prove the influence of company age, Company size where company

Fry uith Ln (Asset) denoted by SIZE, Capitalization of shares (KAPT),
(VOLA),Interest Rate (RATE) and Rupiah Exchange Rate (KURS)

HEFidng Share Price (IISHM).
hnsry of hypothesis testing results

Ihble 4
Hypothesis Test Rcsults Structure-l

lh*ir Voniloble Strttcture-I: Intluene on HSHM

2010 201 I
n
DL

n
n
L

Significant

Significant

Significant

LltFr
0.699775

0.057235
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TaHe 5
SrGl-t f,YPPrlni5 Test Results-2

Str.rlcture-2:

2010 2011

AGE

SIZE

KAPT
VOLA
RATE

KUN,S

HSHM

sirnultaneous Significant Significant Significarrt Sigrrificattt Significant Significant

0.860242 0.838245 0.934422 0.953878 0.087028 0.834353

Hgpothesis

H8

H9

H10

H11

H12

Hl3
H14

Sigdfrcaut Significant Significarrt

Significant Sie'niftaut Siguificant

Significant Significant

Signifrcant

Signi6cant Sigrificaut Significant Significant

Significant

Significant

Significant

Significant

Significant

H15

R_Square

Conclusions and Recommendations

Conciusion

Based on the empirical findings and in accordance with the formulation of the

problem, the conclusions of this study are as follows:

1. The company's age had a negative and significant effect on 2006 ou

Underpricing, while in 2007 until 2011 it wers not significant. The empirical

findings in the research hypothesis stating that the age of the company has

a positire effect on underpricing on initial public offering (IPO) in Indonesia

Stock Exchange.

Z. The size of the firm is not significant against underpricing in companies

that conduct an IPO. The empirical findings in the resetrrch hypothesis

stating that firm size have a positive effect on underpricing on initial public

offering (IPO) in Indonesia Stock Exchange'

B. The value of capitalization significantly affected the underpricing in 2006'

2010 aud 2011 wtrile not significaut in 2007 until 2009. While the empirical

findings in the research hypothesis which sttr,tes there is tr positive effect of

stock capitalization value on underpricing IPOs in Indonesia Stock Exchange'

Volatility had a significant neg&tive effect of 2006 while 2007 to 2011 was

not significant. Enipirical findings ip the hypothesis of the study there is a

positiie effect of voiatilization on urrdetpricirrg initial public offering (IPO)

in Indonesia Stock Exchange.

Non-significant interest rates in 2007, 2008, 2010 and 2011 were negative

while 2b06 and 2009 were positive fgr urrderpricing. Tle empirical findingB

in the research hypothesis have negative influence tlf interest rate ou

underpricing of IPO in Indonesia Stock Exchange'

The exchange rate of the Rupi&lr (Excha,nge rate $) 2006 to 2010 is negatirrely

insignifica,ul, while in 2011 the positivcs tue iruignificant. The cmpirical findins

ip t[e hypothesis colttrined a positivc irtfluelce of the rttpiah exchange ra'te

against the underpriciug of IPos on the Indoncsia Stock Exchtr,nge.

4.

5.

6.

)



2010

Significant

Significant

Signi6caut

Significant

$gnificant Significant

0.987028 0.834353
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Hlcnce along with company age, firm sizel stock capitalization value,
nlrtilization, interest rate, and rupiah exchange rate against underpricingLrln6, 2007, 2008, 2010 were positivery insignificant-while in 200g and
-lll qignifi.ant. The empirical findings are consistent.with the hypothesis-' t there is influence of company age, firm size, stock capitalization[,lrcs, volatilization, interest raie, and rupiah exchange ratefftaaeously to underpricing initiar public offering (Ipo) in Indonesiat* F;vshar*..

L xno corporare age was negativery insignificant while 2007 to 2011n pcitively significant in accordance with the empirical finding of theurh hypothesis that there was a positive influence of firm age on rong-k nnderperformance in Indonesia Stock Exchange.
p dze of firm positive is not significant to long-term underperformance
Lmrdance with em-pirical findings hypothesis research there is a positive*ct o1 firm size of long-term underperformance in Indonesia stockH.-L-nge in Bursa Efek Indonesia.

n *ilcast positive capitalization in 2006, 2007,200g,2010, 201r except in
tPbare negative effect is not significant in accordance wiih the empiiicalL&Us hypothesis research there is a positive effect of stock capitalization& rgo;r,st long-term underperformance in Indonesia stock hxchange.

ut tt5titysignilicantly negatively influenced in 2006, 2oor,2}ogand 2009hr a significant non-significant positive effect in zbro and 2011 have no
lFficsat negative effect in accordance with the empirical findings
rgpotheais research there is a positive effect of volatilization to long-term
Urpcrformance in Indonesia Stock Exchange.

E bcrcst rat€s itr 2006 and 2010 were significanily negative, 2007, 200g andltl neg8tively insignificant, in 2009 positive not siglnficart io *"ordro"urrl the empirical findings of the research hypothJsis there is a negative.frct of interest rate on long-term underperibrmance in Indonesia stockErfurnge.

l8- tt'c-nhange rate of Rupiah (Exchange Rate $) in 2006 to 200g has a
iuricaat negative effect, in 2010 the negative effect is not significant and- ilu have a significant positive effect in accordance with empilcJft"il;pelch hypothesis there is a negative effect of rupiah exchange rrt" ,g"i;tlq+etm underperformance in Stock Exchange Indonesia. 

"
l*- rha:rpricins in 2006, 2007,2008,2010 has significant negative effect, 200gd Xllr have no significant positive effect in accordanc" iuitn the empiricalLfus of the research hypothesis there is innuence of underpricing toh*erm underperformance in Indonesia Stock Exchange.
lf Hrece together is significant in accordance with the empirical findingsd tLe research hypothesis there is influence of compaoy'ug", Ii.* ,ir",rb& e-pitalization value, volatilization, interest ruiu, ,opiun exchangeilc and underpricing jointly against long-term underperformance in

hdmesia Stock Exchange.
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