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Abstract: High IPO underpricing is one of the salient features of Growth Enterprises Market
(GEM), based on corporate governance views. We apply asymmetric information and signal
theory to analyze the relations between the founder, VC/PE, and IPO underpricing. Then, we
further the study by empirical method. The findings suggest the equity owned by the founder and
act CEO signal the enterprise quality and mitigates underpricing in some degree, but VC/PE does
not enjoy similar effect. VC/PE has motivation to offer a low price to ensure IPOs’ successful
issuance, while VC/PE may pursue enterprises’ being PO but not growing.
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