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Abstract

This paper investigates the understudied impact of equity financing on firms’ export
performance. We leverage the unique institutional context of initial public offering
(IPO) in China, where firms must obtain formal approval from the regulatory agency
for their public listing. Our empirical strategy compares firms that have undergone
the IPO approval process, using successful and unsuccessful IPO firms as treatment
and control groups, respectively. To sharpen the identification, we exploit the IPO
review meeting records to exclude rejections citing clauses indicative of conditions that
directly impact a firm’s export outcomes. Our difference-in-differences analysis reveals
that IPO approval leads to a significant increase of more than 40% in the export value
of firms over the subsequent six years. Notably, in contrast to existing research on
debt financing, we find that equity financing primarily operates through the extensive
margin, with firms expanding into more destination-product markets while making
minimal changes to their average exports per market. Furthermore, we identify the
acceleration of intangible capital accumulation, such as technology stocks and con-
sumer bases, as well as the alleviation of informational and reputational frictions, as
the mechanisms through which equity financing positively affects trade. We also uti-
lize natural language processing (NLP) tools to conduct textual analysis on firms’ IPO
prospectuses and find supportive evidence for the proposed channels.

Keywords: Firm Exports, IPOs, Chinese Economy, Equity Financing
JEL Codes: F10, G10

∗We thank for their comments Shangjin Wei, Matilde Bombardini, Jingting Fan, Bingjing Li, Yao Tang,
Lin Ma and seminar and conference participants at the 17 Australasian Trade Workshop (2024), HKUST
Conference on International Economics (2023), and HKUST CEP Brownbag seminar (2023). We thank
Yuchen Zhou for her research assistance.
†Robin Kaiji Gong: Hong Kong University of Science and Technology, rkgong@ust.hk; Yao Amber Li: Hong
Kong University of Science and Technology, yaoli@ust.hk; Stephen Teng Sun: City University of Hong Kong,
tengsun@cityu.edu.hk.

1



Financial markets play a crucial role in international trade. Studies have shown that finan-
cial institutions contribute significantly to a country’s comparative advantage (Chor 2010;
Ju and Wei 2011; Nunn and Trefler 2014), as demonstrated by financially developed coun-
tries specializing in financially vulnerable sectors (Beck 2002; Manova 2013). Recent studies
based on micro-level data have also revealed that firms’ export patterns depend on the avail-
ability of bank loans (Paravisini et al. 2015) and trade credit (Ahn, Amiti and Weinstein
2011; Antràs and Foley 2015). Despite these findings, empirical evidence on the effect of
equity financing on firm exports remains scarce.

Equity financing can potentially impact a firm’s export activities through a distinct set of
channels compared to debt financing. While equity capital can be used to finance a com-
pany’s working capital and physical investments in export-related activities, similar to bank
lending or trade credits (Feenstra, Li and Yu 2014; Cingano, Manaresi and Sette 2016),
it can also be utilized to support activities involving high risks, agency costs, and a lack
of collateral. Examples of such activities include innovation (Brown, Fazzari and Petersen
2009) and the establishment of sales networks to penetrate foreign markets (Arkolakis 2010).
Given that successful export activities often necessitate substantial intangible investments
in technology and consumer bases, which debt capital may be unwilling or unable to fund
(Carpenter and Petersen 2002; Brown, Fazzari and Petersen 2009; Bates, Kahle and Stulz
2009; Falato et al. 2022), equity financing could emerge as a critical source of funding for
exporters. This distinction highlights the importance of examining the impact of equity
financing on firms’ export performance.

One of the most significant events for a firm to gain access to equity from public investors
is an initial public offering (IPO). During an IPO, a firm raises equity capital by selling
its stocks to the public for the first time and becomes publicly traded. Various empirical
studies have found that an IPO not only reduces firms’ cost of capital (Brav 2009; Saunders
and Steffen 2011) and hence stimulates investment (Kim and Weisbach 2008), but also leads
to increased employment (Benmelech, Bergman and Seru 2015; Borisov, Ellulb and Sevilirc
2021) as well as influencing R&D and innovation activities (Kim and Weisbach 2008; Brown,
Fazzari and Petersen 2009; Bernstein 2015; Cong and Howell 2021). However, identifying
the causal effect of IPOs on export performance proves challenging due to the endogenous
nature of firms’ IPO decisions and the potential alignment with specific life-cycle stages for
firms (Pastor, Taylor and Veronesi 2009).

In this study, we exploit a unique setting of China’s public equity market - the IPO approval
system of the China Securities Regulatory Commission (CSRC) - to gauge the impact of
accessing public equity through IPOs on firms’ export activities and investigate the channels
through which IPOs affect firm exports. Unlike the disclosure-oriented and registration-
based IPO system in the United States, the IPO system in China is largely controlled by
administrative approval (e.g. Zhang 2013; Piotroski and Zhang 2014; Shi, Sun and Zhang
2018). Firms in China seeking to go public must go through a highly regulated multi-step
process overseen by the CSRC. After fulfilling a set of compliance requirements and submit-
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ting an application to the CSRC, the applicant firm, together with its underwriters, must
attend a review meeting held by the Stock Issuance Examination and Verification Committee
(SIEVC) of the CSRC. During the meeting, seven members from the SIEVC will discuss and
vote on whether to approve or reject the IPO application based on the materials submitted
by the applicant and the Q&A responses. The approval criteria for approval not only include
strict financial requirements related to profit, revenue, and assets but also involve the review
committee’s subjective assessments. As a result, there is a significant level of uncertainty
regarding the examination outcomes for IPO applicants due to the discretionary decisions
made by the SIEVC.

We investigate the impact of IPO approvals on Chinese firms’ export activities by comparing
firms whose IPO applications were approved to those whose applications were rejected in
review meetings. Based on IPO review meeting records, we introduce a novel identifica-
tion strategy that excludes rejections citing revenue- or profitability-related clauses. These
types of rejections are indicative of the presence of unobserved factors that directly impact a
firm’s export outcomes. We also argue that other clauses, such as independence and internal
control, are unlikely to have direct relationships with firms’ export performance. We show
that firms with approved and rejected applications reviewed in the same year exhibit similar
levels and trends of export activities prior to the review meetings, and their IPO application
outcomes are difficult to predict based on firms’ export performance and planned
IPO characteristics after implementing our identification strategy. Employing a difference-
in-differences framework, we document that IPO approvals increase a firm’s export value by
over 40% in the subsequent six years after the review meeting. Furthermore, we find that the
effect of IPO approvals manifested mainly in the extensive rather than the intensive mar-
gin of exports: firms significantly expand the number of destination-product markets they
export to, rather than increase the average export value per destination-product market.
The results corroborate our conjecture that public equity plays a distinct role in financing
firm exports compared to debt financing, for which studies such as Paravisini et al. (2015)
document that bank credits mainly impact the intensive margin of firm exports.

We examine the potential channels through which IPO approvals affect firm exports. Our
analysis uncovers intriguing findings that challenge a simplistic theory suggesting that access
to equity solely alleviates financial constraints, as does debt financing. Specifically, we find
that the impact of IPO approvals on firm exports is attenuated for firms with higher levels
of financial leverage (measured by the debt-to-asset ratio) and lower short-term liquidity.
Furthermore, we discover a strong correlation between the export-promoting effect of IPO
approvals and firms’ investment in intangible capital. This relationship is supported by the
observation of a more substantial impact on firms with a higher number of ex-ante patent
filings and greater selling expense intensity. Additionally, we find that firms with fewer
years of export experience exhibit a stronger effect following their IPO approvals, suggesting
a reduction in informational barriers for less experienced exporters.

In addition, we extend our analysis to the firm-product level to investigate the role of product
heterogeneity in mediating the impact of IPO approvals on firm exports. Consistent with
our earlier findings based on firm heterogeneity, we uncover that products with lower tangi-
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bility, higher R&D intensity, and greater advertising intensity experience more substantial
export growth and/or expansion into new destinations following IPO approvals. This fur-
ther supports our hypothesis that IPOs facilitate trade by providing funding for intangible
investments in technology stocks and consumer bases.

Furthermore, we observe that the effect of IPO approvals is stronger for differentiated
products, which face more pronounced informational frictions in international trade, as dis-
cussed in (Rauch 1999). This suggests that equity financing plays a crucial role in overcoming
the informational barriers associated with exporting differentiated products. Additionally,
we examine the composition of export destinations at the firm-product level and find that
IPO approvals lead to an increase in the share of destinations with lower levels of Chinese
import penetration and similar accounting standards. This finding implies that IPOs enable
firms to access and expand into markets that may be considered more risky or associated
with higher informational barriers by other Chinese exporters while aligning with similar
financial reporting practices.

To further bolster our proposed channels, we conduct a textual analysis of IPO prospectuses
from approved firms. These prospectuses contain valuable information regarding firms’ fu-
ture business goals and utilization of funds. Using topic modeling techniques on the relevant
textual data, we identify two prominent patterns. First, we observe that firms extensively
discuss competitiveness and marketing strategies when outlining their plans for international
market expansion. Second, we find a significantly positive correlation between firms’ post-
IPO export growth and the frequency of topics related to marketing or the global market
in their IPO prospectuses. These findings align with our hypothesis that IPO firms allocate
resources towards intangible assets, particularly in building consumer bases, as part of their
strategies to penetrate foreign markets following the approval of their IPOs.

Our study contributes to several strands of existing literature, particularly in the context
of financial markets and their impact on international trade. Earlier theoretical literature
establishes that an imperfect capital market can affect patterns of international trade (Klet-
zer and Bardhan 1987; Matsuyama 2005). More recent works by Manova (2013), Feenstra,
Li and Yu (2014), and Chaney (2016), drawing on Melitz (2003)’s framework, have further
explored how financial constraints can affect firms’ fixed and variable export costs. Empiri-
cal evidence using macro-level data across different countries has corroborated that patterns
of international trade flows depend on trading countries’ financial development (Beck 2002;
Manova 2008, 2013; Chan and Manova 2015; Crinò and Ogliari 2016). At the micro level,
prior studies such as Berman and Héricourt (2010); Minetti and Zhu (2011); Muûls (2015);
Antràs and Foley (2015); Paravisini et al. (2015) have thus far focused on the impact of
bank loans or trade credit on firm exports. However, there has been limited exploration
of the role of equity financing. Our study is among the first to fill this gap by explicitly
examining how access to equity through an IPO event affects firm exports based on micro-
1Another related strand of literature examines how financial markets contributed to the “great trade collapse”
in 2008, such as Levchenko, Lewis and Tesar (2010); Amiti and Weinstein (2011); Bricongne et al. (2012);
Chor and Manova (2012); Paravisini et al. (2015); Iacovone et al. (2019). However, few of these studies
examine the relationship between equity financing and exports during the financial crisis.
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level evidence. Our findings demonstrate that IPOs have a significant positive effect on
firm exports by expanding firms’ reach into new destination markets and broadening their
product offerings. This finding stands in contrast to the effect of bank credit, which mainly
affects the intensive margin of exports but has little impact on firms’ entry or exit to new
destination-product markets (Paravisini et al. 2015). Our study therefore provides addi-
tional insights into the question of financial market development and international trade,
and holds significant policy implications, particularly for developing countries that aim to
promote their export activities while grappling with underdeveloped equity markets.

Secondly, we introduce a novel identification strategy that capitalizes on China’s IPO ap-
proval system. This approach draws inspiration from the”narrative approach”widely used
in macroeconomic literature (Romer and Romer 1989, 2023). The narrative approach ad-
dresses the issue of omitted variable bias by using the narrative record on the motivations
for monetary policy actions to exclude monetary actions influenced by factors affecting out-
put. Similarly, we leverage the IPO review meeting records to identify and exclude IPO
rejections citing revenue- and profitability-related clauses. These rejections serve as proxies
for factors (unobservable for econometricians) that directly impact firms’ export activities.
By excluding these cases, we can mitigate omitted variable bias in estimating the effects
of IPOs on firm exports. Our approach complements previous studies that have employed
alternative empirical strategies. Some studies have used prior market returns (Bernstein
2015; Larrain et al. 2021) or industry-level underwriter concentration Gao, Harford and Li
(2013); Abdulla, Dang and Khurshed (2017, 2020) as instruments for firms’ IPO decisions.
However, these empirical strategies are primarily applicable to markets such as the US and
Europe, where registration-based IPO systems are commonly adopted. By introducing this
innovative identification strategy, we contribute to the methodological literature on study-
ing the effects of IPOs on firm exports. Our approach allows us to address the challenges
of omitted variable bias and provides a more robust estimation of the IPO effects in the
context of China’s unique IPO approval system. Moreover, our research opens avenues for
future studies to explore similar strategies in other emerging markets with approval-based
IPO systems, including South Korea, India, and Indonesia, broadening the understanding of
IPO effects across different institutional contexts.

Lastly, our study provides novel empirical evidence that expands the understanding of the
potential channels through which financial markets, particularly public equity markets, can
influence firm exports. Previous studies of Feenstra, Li and Yu (2014) and Manova, Wei
and Zhang (2015) have highlighted that exporters rely on different forms of external finance
to cover upfront expenses in trade, fulfill working capital needs, and provide trade insur-
ance. Our study explores alternative channels that extend beyond the traditional financial
constraints associated with bank lending and trade credit. Drawing on insights from the ex-
tensive corporate finance literature (e.g. Brown, Fazzari and Petersen 2009; Hall and Lerner
2A related work by (Minetti and Zhu 2011) finds that credit rationing reduces both the probability that a firm
exports (which they call“extensive margin”) and firm-level exports conditional on exporting (which they
call“intensive margin”). Different from their definition, intensive and extensive margins in our study refer
to the average exports across existing destination-product markets and the number of destination-product
markets.
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2010), we argue that public equity plays a crucial role in firm exports by financing intangible
capital, such as technology and sales networks. Unlike debt capital, equity financing can bet-
ter support the development of these intangible assets, which often face risks, agency costs,
and lack of collateral value that make them less suitable for debt financing. Our empirical
findings, supported by firm-level and firm-product level heterogeneity analysis, as well as
textual analysis of IPO prospectuses, provide robust evidence of the linkage between IPO
approvals and export growth for firms and products that heavily rely on intangible capital.
Our study thus contributes to the literature by highlighting the unique role of public equity
markets in promoting firm exports through the intangible capital channel and complements
the existing discussion on the channels through which external financing affects firm exports.

The remainder of the paper is organized as follows. Section 2 introduces the institutional
context and data. Section 3 outlines the empirical specification and identification strategy.
Section 4 presents the baseline effects of IPO approvals on Chinese firms’ exports. Section 5
presents results from heterogeneity analysis and textual analysis and discusses the underlying
mechanisms. The last section concludes.

There were two major boards in China’s stock market before 2018: the Main Board and the
Growth Enterprises Market (GEM) Board, also known as the Second Board or ChiNext. The
Main Board was established in the early 1990s as a part of the Reform and Opening policies.
The Main Board primarily served the state-owned enterprises (SOEs), but consisted of a
growing share of non-SOEs during the 2000s due to market reforms and an expansion of the
private sector. The GEM Board was introduced in 2009 after a prolonged period of prepa-
ration. It aims to provide public equity financing to smaller firms with growth potentials
that cannot fulfill the full listing requirement of the Main Board.

While the listing requirements in the Main Board and the GEM Board differ in many as-
pects, the IPO process in the two boards is very alike. Unlike the disclosure-centric and
registration-based IPO system in the United States and many European countries, until
most recently, China’s approval-based IPO process is tightly regulated by the China Secu-
rities Regulatory Commission, henceforth CSRC. As the first step of the IPO process, the
applicant (IPO issuing firm) must restructure and establish itself as a qualified stock share
limited company. The issuing firm is also required to conduct due diligence and receive
“tutoring” from financial professionals to meet compliance requirements. The applicant and
the securities intermediaries then jointly file and submit an application package contain-
ing financial and nonfinancial information to the CSRC, which is reviewed on a first-come,
first-served basis. The Stock Issuance Examination and Verification Committee (SIEVC),
appointed and administrated by the CSRC, holds regular meetings to review the applica-
3Starting from February 17, 2023, the CSRC and stock exchanges issued rules for the full implementation of
the registration system for stock issuance, effective from the date of issuance.
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tions, which the applicant and its underwriters also attend. Seven members from the SIEVC
will discuss and vote on whether to approve or reject the IPO application based on the ap-
plicant’s submitted materials and Q&A responses. Only applications receiving no less than
five votes will be approved. Once approval has been granted, the applicant must complete
the listing process within a certain period of time. The whole IPO process is lengthy and
costly for the applicant: it usually takes about three years; if the application is rejected, the
applicant needs to wait for at least six months after the initial rejection to re-apply, and
re-application normally requires considerable resources (Chen et al. 2017).

The IPO review process aims to ensure only healthy firms gain access to China’s public
equity markets. To achieve this goal, the CSRC not only sets strict listing requirements on
net profit, revenue, and assets for firms engaging in IPO applications, but also retains dis-
cretion and uses judgment throughout the application process, especially during the review
meetings (Piotroski and Zhang 2014). For example, firms with declining or volatile sales
records, fragmented lines of businesses, or transactions with direct or indirect shareholders
and other related parties are more likely to be denied approval despite meeting the “hard”
listing requirements. In fact, most of the rejection cases are due to the qualitative instead
of quantitative requirements (Long and Zhang 2014). Starting in 2010, the CSRC disclosed
detailed reasons for rejecting an IPO application for both the Main Board and the GEM
Board, based on which our identification strategy is implemented.

There are two advantages of using the IPO approval setting for identification. First, the
review committee composition is determined about one week before the review date by the
SIEVC, which attempts to ensure similar review quality across IPO applications so that an
IPO applicant would have limited influence on the committee decisions. Second, it remains
difficult for IPO applicants to predict the review date since the IPO application process
normally takes two to three years and the review meetings are held on a first-come, first-
served basis. It is possible, however, that the review decisions are associated with certain
characteristics of the applicants. For example, Chen and Yuan (2004), Zhang (2013), and
Chen et al. (2017) document that the likelihood of a firm receiving IPO approval is influenced
by the strength of political connections of the firm, the auditing agent, and the underwriter.
In section 3.2.1, we discuss how these concerns may potentially affect the validity of our
empirical strategy.

[Figure 1]

Figure 1 displays the number of IPO applications and approval rates on both the Main
Board (2004-2016) and the GEM Board (2009-2016). The approval rate for listings on the
Main Board is 84%, and the approval rate for listings on the GEM Board is 86%, both of
which exhibit significant variations across years. Approval rates for listings on the Main
4The IPO approval is only valid for 6 months before 2013, and 12 months after 2013.
5An official document (in English) by the Shenzhen Stock Exchange (SZSE) can be found in
http://www.szse.cn/English/listings/process/index.html.

6There are six aspects of listing criteria: qualification, independence, compliance, finance and accounting,
utilization of proceeds, and information disclosure.

7Year 2004 and 2012 have very low or 0 IPO cases due to IPO suspensions.

7



Board before 2008 were volatile, possibly due to the multiple stock market reforms (such as
the Split-share Structure Reform, as studied in Li et al. (2011)) that occurred during that
period. Prior to 2012 and particularly from 2010 to 2012, IPO applications on both boards
had a much lower probability of being approved than in subsequent years. This trend is
related to CRSC’s efforts to implement more decentralized and market-oriented regulatory
practices.

The foundation of our data comes from two sources: Wind IPO Examination Database
(WIND) and the Chinese Customs Trade Statistics (CCTS). The WIND data covers the
universe of IPO applications on the Main Board, the GEM Board, and other boards in
China. It provides information on meeting dates, applicant identities, the composition of
SIEVC committee members in each review meeting, and application outcomes. In addition,
the data provides detailed descriptions of reasons for rejections starting from 2010. For each
rejection case starting from 2010, the data provides a summary by the SIEVC that describes
the reasons for rejections and cites the relevant clauses from the official documents. Our
identification strategy utilizes the cited clauses to exclude rejections due to revenue- and
profitability-related issues, likely to manifest unobserved characteristics affecting the firm’s
export performance.

The CCTS data provides information on the universe of import and export transactions of
Chinese firms from 2000 to 2016, including transaction values, quantities, and trade types
(ordinary, processing, and assembly trades) for each HS6 product by destination country
pair of each exporter. The data also discloses the identity of the importing and exporting
firms, including their names, addresses, and contact information.

We construct a novel linkage between the WIND data and the CCTS data by manually
matching IPO applicants, both successful and unsuccessful ones, in the WIND data with
exporters in the CCTS data using their names and location information. Given that a con-
siderable number of IPO applicant firms change their names during the restructuring phase,
we conduct the name-matching process for both the historical and current names of IPO
applicants. Additionally, we supplement the data with the Annual Survey of Industrial En-
terprises (ASIE) and textual data from prospectuses of IPO firms. Out of the 2; 099 IPO
applicants on the Main Board and GEM Board from 2004 to 2016, of which 1; 396 are man-
ufacturing firms, we successfully matched 1; 139 of them to the CCTS data.

We impose several restrictions on our sample of firms. We first limit our analysis to firms that
applied for listings on the Main Board or the GEM board before 2016. We also exclude IPO
review meetings that occurred prior to the 2006 stock market reform, during which the IPO
review system was formalized, as well as those that took place just before the two significant
IPO suspensions in 2008 and 2012, as per Cong and Howell (2021). We focus solely on the
8See: SSE’s research report on “IPO audit passes, reasons for rejection and trend analysis in previous years”
(in Chinese: www.sse.com.cn/aboutus/research/report/c/4306286.pdf).
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manufacturing sector, as is customary in the trade literature, and exclude pure-assembly
trade flows, which involve only the assembly process with inputs and distribution provided
by a foreign party (Manova and Yu 2016).

Table 1 displays summary statistics for the CCTS-WIND matched firm-year observations.
On average, an IPO applicant firm has an export volume of 23.67 million RMB, equivalent to
approximately 3.5 million USD, using the 2010 exchange rate. It exports 6.83 HS4 products
to 19 different destinations and participates in over 40 destination-product markets, with an
average trade volume exceeding 1 million RMB or 148 thousand USD in each market. The
IPO approval rate for the matched sample is approximately 84%, which is consistent with
the overall approval rate of all IPO applicants between 2004 and 2016.

[Table 1]

It is worth noting that IPO exporters in China differ significantly from ordinary exporters.
On average, compared to the median exporter in the full sample of Chinese exporters, an
IPO exporter engages in a 37 times larger volume of export activities, participates in 6
times more destination-product markets, and maintains 16 times higher average exports
per market. Therefore, despite the relatively small sample size, the IPO firms are industry
leaders and pioneers in export markets. Studying this set of firms is of significant economic
importance, as they play a crucial role in driving export growth and shaping the competitive
landscape of the export industry in China.

We employ the following interacted difference-in-differences (DiD) specification to estimate
the impact of IPO approvals on firm exports:

yit =
k=6X

k= � 4

�k � 1(t � �(i) = k) � 1(IPO_Approvali = 1) + �i + �� ( i );t + �s(i );t + �b(i );t + �it ; (1)

where i denotes each IPO applicant firm and t denotes each calendar year from 2000 to 2016.
yit represents an export outcome for IPO applicant firm i in year t, which includes log export
value, log number of destination-product markets, and log average export value per market.
The firm fixed effects, �i , control for time-invariant unobserved firm characteristics. �� ( i );t

are calendar year fixed effects that vary by IPO review meeting year cell �(i) (applicant
cohort). Intuitively, the cohort-year fixed effects restrict the comparison to approved and
rejected IPO applicants reviewed in the same year, before and after the timing of the review
meetings. The HS2 sector-by-year fixed effects, �s(i );t , control for time-varying industry-level
shocks, and the trading board-by-year fixed effects, �b(i );t , control for the time-varying effects
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of stock market fluctuations in each trading board. 1(t � �(i) = k) is an indicator for the
difference between year t and firm i’s IPO review meeting year, �(i), being k, and the event
window spans from four years prior to the IPO review meeting to six years after it. The
variable 1(IPO_Approvali = 1) is an indicator for whether the IPO application is approved.
Of primary interest are the coefficients f �kgk2f� 4;:::;6g, which summarize the differences of
mean outcomes for approved and rejected IPO applicant firms by time relative to the review
meeting years.

It is important to note that our empirical setup addresses potential endogenous issues due to
self-selection into IPOs, as it only focuses on exporters that have filed IPO applications and
proceeded to IPO review meetings. Our specification also accounts for potential endogenous
IPO timing issues by including the IPO review meeting cohort-by-year fixed effects. This
approach effectively compares IPO applicants that attend IPO review meetings in the same
year (and hence are likely to initiate and go through the several stages of IPO applications
at the same time and face similar macroeconomic circumstances after their IPO application
outcomes). Furthermore, the estimation is not subject to biases due to treatment effect het-
erogeneity in the standard staggered DiD approach (Baker, Larcker and Wang 2022). The
IPO review meeting cohort-by-year fixed effects ensure that only units treated (reviewed by
the SIEVC committee) in the same year are compared so that past treated units will not be
used as effective comparison units.

To estimate the heterogeneous effect of IPO approvals on exports of products across different
product categories, which have distinct export dynamics and market characteristics, we
introduce a similar DiD specification at the firm-HS4 product level:

yijt =
k=6X

k= � 4

�p
k � 1(t � �(i) = k) � 1(IPO_Approvali = 1) + �ij + �� ( i );t + �j;t + �b(i );t + �ijt ; (2)

where i denotes each IPO applicant firm, j denotes each HS4 product in firm i’s export
portfolio, and t denotes each year. yijt is a firm-HS4 product level outcome variable, which
includes log exports, log number of destinations, and log average exports per destination
market. The firm-by-product fixed effects, �ij , account for time-invariant firm-product char-
acteristics, while the HS4 product-year fixed effects, �j;t , control for time-varying foreign
product market shocks. The coefficients of interest are f �p

k gk2f� 4;:::;6g, which estimate the
dynamic effects of IPO approvals at the HS4-product level. In our product heterogeneity
analysis, we apply the specification to different sets of products and draw inferences for the
potential mechanisms underlying the overall effect of IPO approval on firm exports.
9Our sample includes three trading boards: Shanghai Stock Exchange (SSE) Main Board, Shenzhen Stock
Exchange (SZSE) Main Board, and Shenzhen Stock Exchange (SZSE) GEM board.

10The base year is set as k = � 1, one year before the IPO review meeting year.

10



The remaining threat to our empirical strategy is that a candidate firm’s IPO application
outcome may be correlated with unobserved factors that also affect the firm’s export per-
formance. For instance, if an applicant fails to improve its technology to compete with its
international competitors, it may have a higher likelihood of being rejected for an IPO, while
simultaneously experiencing worsened performance in the international market. This could
lead to a spurious positive correlation between IPO approval and export performance (a pos-
itive selection bias), as an IPO rejection is not necessarily the direct cause of the applicant’s
export performance, but rather a symptom of the underlying unobserved factors.

To address the above endogenous concerns, we introduce a novel identification strategy by
exploiting the IPO review meeting records and excluding rejections based on reasons likely
also to affect a firm’s export performance. Specifically, we restrict the sample to IPO ap-
plications in or after 2010 (during which explicit reasons for rejections are disclosed) and
exclude rejections citing Clause 37 in the

for Main Board listings and Clause 14 in the
for GEM Board list-

ings (henceforth “the restricted sample”). The two clauses include various circumstances
in which a firm’s revenue or profitability might be negatively affected (Appendix B.1). For
example, there has been or will be a material change in the business model, product or
service mix of the issuer (37.1), the issuer relies on suppliers or customers with significant
uncertainties (37.2), or the issuer’s net profit for the most recent year was mainly derived
from its non-core businesses (37.3). Those circumstances are likely to be directly related to a
firm’s fundamentals, such as operational efficiency and growth potential, which may directly
impact the firm’s export outcomes.

On the contrary, there is no clear relation between other commonly cited clauses in rejections
and potential unobserved applicant characteristics that might affect the applicant’s export
performance. These clauses include Clause 19 (Main)/Clause 18 (GEM): operational inde-
pendence; Clause 24 (Main)/Clause 21 (GEM): internal control; Clause 41 (Main)/Clause
27 (GEM): investment project feasibility. Clause 19 (Main)/Clause 18 (GEM) are often
cited when a firm has competition and transactions with direct or indirect shareholders and
related parties. These circumstances are unlikely to directly affect a firm’s export perfor-
mance because they have no direct linkage with firm’s own fundamentals and most of the
concerned competition or transaction relationships occur in the domestic markets. Clause 24
(Main)/Clause 21 (GEM) refers to problems associated with financial reporting reliability
and regulatory compliance. In practice, they are normally petty misdemeanors are com-
mon among public firms. Clause 41 (Main)/Clause 27 (GEM) are based on evaluations of
the market prospects and profitability of future fund-raising investment projects, which are
unrelated to any current operations of the issuer. Furthermore, since a rejection can cite
11The original documents (in Chinese) can be found at: www.gov.cn/gongbao/content/2007/content_678934.htm
(Main Board) and www.csrc.gov.cn/csrc/c105889/c1015337/content.shtml (GEM Board). Although the
two documents are used as listing criteria for different boards, they share a high degree of similarity in
terms of their contents, including most of the listed clauses.
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multiple clauses, if any of the above circumstances directly affect the applicant’s revenue or
profitability, Clause 37 (Main)/Clause 14 (GEM) are also likely to be included. Therefore,
rejection without citing Clause 37 (Main) or Clause 14 (GEM) is unlikely to be driven by
concerns about the applicant’s fundamentals, which are most likely to have a simultaneous
impact on the applicant’s export activities. Appendices B.2 and B.3 offer several detailed
examples of rejections based on Clause 37/Clause 14, or other relevant clauses, respectively.

[Figure 2]

Figure 2 displays the frequencies of the top five most commonly cited clauses in IPO rejec-
tions for the main board and the GEM board, respectively, based on our sample. Among
the rejected applications, clauses related to revenue and profitability, specifically Clause 37
(Main) and Clause 14 (GEM), are the most frequently cited reasons for rejection. Clause 37
(Main) appears in 42% of the rejection cases for the main board, while Clause 14 appears
in 57% of the rejection cases for the GEM board. Clauses related to internal control issues,
namely Clause 24 (Main) and Clause 21 (GEM), are the second most common reasons for
rejection on the main board and the third most common on the GEM board. Notably, there
are also significant differences in the focus of rejections between the two boards. Clause 41:
Project Feasibility (Main) is more frequently cited in rejections on the main board, while it
rarely appears in rejections on the GEM board. On the other hand, Clause 18: Independence
(GEM) ranks second in rejections on the GEM board, but Clause 15: Independence (Main)
only ranks fifth in rejections on the main board.

[Table 2]

To validate our empirical strategy, we examine whether the IPO application outcomes cor-
relate with the issuer’s ex-ante characteristics. We regress the IPO application outcome
indicator on the issuer’s export performance, including log exports, log number of
destination-product markets, log average exports per market, all averaged three years before
IPO review meetings, and the issuer’s planned IPO characteristics, including log expected
fundraising size and log expected public offering price (POP). The regression results are
shown in Table 2. While IPO outcomes are uncorrelated with export variables in all columns
in the full sample, they are indeed positively correlated with planned IPO size and negatively
correlated with expected POP after controlling for sector and board fixed effects. On the
contrary, IPO outcomes are uncorrelated with either export variables or IPO characteristics
regardless of whether the aforementioned fixed effects are controlled for the restricted sam-
ple. The results of the balanced tests suggest that the unsuccessful IPO applicant exporters
with rejections unrelated to revenue or profitability factors are unlikely to be different from
the successful applicants in their unobserved characteristics that may affect their export
performance.
12For instance, in the rejection case of Nanjing Baose Co., both Clause 14 (GEM) and Clause 18 (GEM) were
included, because the company “is materially dependent on the affiliated companies in terms of supply of
raw materials, sales of products and funds (including guarantees provided by the affiliated companies for
the company’s borrowings, etc.).”
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Figure 1: Number of IPO Applications and Approval Rates

�L�Q�i�2: The figure illustrates the number of approved and rejected IPO applications and the corresponding
shares of approved applications on the Main Board from 2004 to 2016 (Panel A) and on the GEM Board
from 2010 to 2016 (Panel B). The dark bars represent the number of approved IPO cases, while the light
bars represent the number of rejected IPO cases. The dashed line displays the shares of approved IPO cases.

Figure 2: Shares of Most Cited Clauses in Rejections

�L�Q�i�2: The figure displays the distribution of the most commonly cited clauses in rejection cases for both
the Main Board and the GEM Board from 2010 to 2016. The total number of rejections on the Main Board
is 69, and on the GEM Board is 47.
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Figure 3: Time Trend of Average Exports Relative to the Base Period

�L�Q�i�2: The figure plots the time trends of the average firm exports (relative to the base period, or one
year before the IPO review meeting). Specifically, the relative exports for firm i in year t is computed as
2 � (�1�t�T�Q�`�iit � �1�t�T�Q�`�ii� ( i ) � 1)/(�1�t�T�Q�`�iit + �1�t�T�Q�`�ii� ( i ) � 1), where � (i ) denotes the year of firm i ’s IPO review
meeting. The full sample refers to all WIND-CCTS-matched firm-year observations. The restricted sample
refers to WIND-CCTS-matched firm-year observations that exclude IPO filings before 2010 and revenue- or
profitability-related IPO rejection cases.
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Figure 4: Effect of an IPO Approval on Firm Exports

�L�Q�i�2: The figure plots the event study coefficients for the difference-in-differences specification that estimates
the effect of IPO approval on log exports. The underlying regressions control for firm fixed effects, application
cohort-year fixed effects, HS2-year fixed effects, and board-year fixed effects. The full sample refers to all
WIND-CCTS-matched firm-year observations. The restricted sample refers to WIND-CCTS-matched firm-
year observations that exclude IPO filings before 2010 and revenue- or profitability-related IPO rejection
cases. Robust standard errors are clustered at the firm level.
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Figure 5: Extensive and Intensive Margins

Panel A. Effect of an IPO Approval on # Destination-Product Markets

Panel B. Effect of an IPO Approval on Average Exports per Market

�L�Q�i�2: The figure plots the event study coefficients for the difference-in-differences specification that estimates
the effect of IPO approval on log number of destination-product markets (Panel A) and log average exports
per market (Panel B). The underlying regressions control for firm fixed effects, application cohort-year
fixed effects, HS2-year fixed effects, and board-year fixed effects. The full sample refers to all WIND-
CCTS-matched firm-year observations. The restricted sample refers to WIND-CCTS-matched firm-year
observations that exclude IPO filings before 2010 and revenue- or profitability-related IPO rejection cases.
Robust standard errors are clustered at the firm level.
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Figure 6: Topic Distribution of International Market-Related Sentences and Other Sentences

Panel A. Average Share of Topics in BDG

Panel B. Average Share of Topics in URF

�L�Q�i�2: The figure shows the average shares of the top 6 topics in international market-related sentences and
other sentences in the BDG and the URF sections of IPO prospectuses of approved firms on the Main Board
and GEM board from 2007 to 2016. The shares are computed as the number of international market-related
(other) sentences with the focal topic as the dominant topic divided by the total number of international
market-related (other) sentences in the BDG/URF section of each firm’s IPO prospectus. A sentence is
defined as international market-related if it contains the following keywords: international, global, world,
foreign, export, and import. The topics are categorized based on the LDA algorithm.
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Figure 7: Correlation Between Topic Shares and Export Growth

Panel A. Topic Shares in BDG

Panel B. Topic Shares in URF

�L�Q�i�2: The figure shows the estimated coefficients and their 90%, 95%, and 99% confidence intervals of
regressing the difference of each firm’s export growth pre- and post-IPO on the shares of the 5 most frequent
topics in the firm’s IPO prospectus after controlling for cohort fixed effects.
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Table 1: Summary Statistics

Mean Std. Dev. 25 pct 50 pct 75 pct

Exports (in million RMB) 23.67 58.13 0.77 5.53 22.98
# Products 6.83 10.78 2.00 3.00 7.00
# Destinations 19.00 20.04 4.00 12.00 27.00
# Prod-dest pairs 41.18 79.12 6.00 18.00 44.00
Avg. exports per pair (in million RMB) 1.07 5.88 0.08 0.25 0.69
IPO approval rate 0.84 0.36
Expected POP (in RMB) 11.88 5.60 8.12 10.75 14.31
Expected fund raised (in million RMB) 429.75 489.46 207.09 300.91 474.60
# Observations 8283

�L�Q�i�2: The table presents the summary statistics of the main firm-level variables used in our analysis,
including the value of exports, number of products, destinations, and destination-product pairs, average
exports per destination-product pair, IPO approval rate, expected Public Offering Price (POP), and expected
funds raised through the IPO. Panel A encompasses all WIND-CCTS-matched firm-year observations, while
Panel B excludes IPO filings before 2010 and revenue- or profitability-related IPO rejection cases.

39



Table 2: Balance Tests

Full sample Restricted sample
(1) (2) (3) (4)

log(exports) 0.0132 0.00609 0.0590 0.0632
(0.0554) (0.0621) (0.0612) (0.0581)

log(# destination-product markets) -0.0137 -0.0122 -0.0531 -0.0618
(0.0553) (0.0625) (0.0611) (0.0582)

log(average exports per market) -0.0186 -0.0102 -0.0535 -0.0599
(0.0560) (0.0621) (0.0613) (0.0581)

log(expected funds raised) 0.0644*** 0.0754*** 0.00237 0.0108
(0.0214) (0.0280) (0.0163) (0.0207)

log(expected POP) -0.0312 -0.0782** 0.0204 0.0119
(0.0263) (0.0332) (0.0220) (0.0286)

Cohort fixed effects No Yes No Yes
HS2 fixed effects No Yes No Yes
Board fixed effects No Yes No Yes
# Observations 744 724 588 568
p-value 0.101 0.0785 0.442 0.722

�L�Q�i�2: The table reports covariate balance tests for IPO approvals. Columns 1 and 2 encompass all WIND-
CCTS-matched firms that filed IPO applications between 2007 and 2016. Columns 3 and 4 include WIND-
CCTS-matched firms that filed IPO applications between 2010 and 2016, excluding revenue- or profitability-
related IPO rejection cases. The regressors include log exports, log number of destination-product markets,
log average exports per destination-product market, log expected funds raised through the IPO, and log
expected Public Offering Price (POP). Exports, number of destination-product markets, and average exports
per destination-product market are averaged over the four years before each firm’s IPO review meeting.
Cohort fixed effects, HS2 fixed effects, and Board fixed effects are controlled in Columns 2 and 4. The
p-value reports the probability that the covariates measured in the year of application do not influence the
probability of an IPO approval.
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Table 3: Regression Estimates

log exports log des-prod markets log avg. exports per market log exports top market
(1a) (2a) (3a) (4a)

IPO Approval� Post 0.459*** 0.300*** 0.161 0.109
(0.158) (0.0743) (0.123) (0.203)

# Observations 6514 6514 6514 4843

log exports log des-prod markets log avg. exports per market log exports top market
(1b) (2b) (3b) (4b)

IPO Approval� Post 0.447** 0.303*** 0.138 0.359
(0.226) (0.109) (0.191) (0.297)

# Observations 4511 4511 4511 3470

�L�Q�i�2: The table reports the effects of IPO approval on firms’ export outcomes. The dependent variables
include log exports, log number of destination-product markets, log average exports per destination-product
market, and log exports of top destination-product market. The variable IPO Approval is an indicator that
takes a value of 1 if the firm’s IPO application is approved by the SIEVC. The variable Post takes a value of
1 if the year is equal to or after the SIEVC review meeting year. All columns control for firm fixed effects,
application cohort-year fixed effects, HS2-year fixed effects, and board-year fixed effects. Robust standard
errors, clustered at the firm level, are shown in parentheses. ***, **, and * denote statistical significance at
the 1%, 5% and 10% level, respectively.
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Table 6: ASIE Outcomes

Log sales Log employment Operating profit
(1) (2) (3)

IPO Approval� Post 0.190* -0.0596 0.0104
(0.102) (0.229) (0.0209)

2708 2708 2708

Selling expenses Mgmt expenses Acct expenses
(1) (2) (3)

IPO Approval� Post 0.0158** 0.0161 -0.00273
(0.00767) (0.0108) (0.00518)

2708 2708 2708

Log assets Leverage Liquidity
(1) (2) (3)

IPO Approval� Post 0.499*** -0.124*** 0.137*
(0.114) (0.0443) (0.0709)

2708 2708 2708

Invt. intensity Invention patents All patents
(1) (2) (3)

IPO Approval� Post 0.0429 0.448 0.993*
(0.0461) (0.463) (0.573)

2702 2142 1729

�L�Q�i�2: The table reports the effects of IPO approval on firms’ operational, expense, and financial outcomes
constructed from the ASIE data. The variable IPO Approval is an indicator that takes a value of 1 if the
firm’s IPO application is approved by the SIEVC. The variable Post takes a value of 1 if the year is equal to
or after the SIEVC review meeting year. All columns control for firm fixed effects, application cohort-year
fixed effects, CIC2-year fixed effects, ownership type-year fixed effects, and board-year fixed effects. Robust
standard errors, clustered at the firm level, are shown in parentheses. ***, **, and * denote statistical
significance at the 1%, 5% and 10% level, respectively.
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Figure A1: Effect of an IPO Approval on Product Scope and Destination Market Span

Panel A. Log # Products

Panel B. Log # Destinations

�L�Q�i�2: The figure plots the event study coefficients for the difference-in-differences specification that estimates
the effect of IPO approval on the log number of products (Panel A) and log number of destinations (Panel
B). The underlying regressions control for firm fixed effects, application cohort-year fixed effects, HS2-year
fixed effects, and board-year fixed effects. The full sample refers to all WIND-CCTS-matched firm-year
observations. The restricted sample refers to WIND-CCTS-matched firm-year observations that exclude
IPO filings before 2010 and revenue- or profitability-related IPO rejection cases. Robust standard errors are
clustered at the firm level.
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Figure A2: Event Study Estimates for the Alternative Restricted Sample

Panel A. Log Exports

Panel B. Extensive and Intensive Margins

�L�Q�i�2: The figure plots the event study coefficients for the difference-in-differences specification that estimates
the effect of IPO approval on log exports (Panel A), log number of destination-product markets, and log
average exports per market (Panel B). The underlying regressions control for firm fixed effects, application
cohort-year fixed effects, HS2-year fixed effects, and board-year fixed effects. The alternative restricted
sample refers to WIND-CCTS-matched firm-year observations that exclude IPO filings before 2010 and
all IPO rejection cases based on Chapter 4 (Main) or its equivalents (GEM). Robust standard errors are
clustered at the firm level.
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Figure A3: Effect of an IPO Approval on Exports, Controlling for Time-varying Effects of
IPO Characteristics

�L�Q�i�2: The figure plots the event study coefficients for the difference-in-differences specification that esti-
mates the effect of IPO approval on log exports. The underlying regressions control for firm fixed effects,
application cohort-year fixed effects, HS2-year fixed effects, board-year fixed effects, and IPO characteristics
interacted with year dummies. The full sample refers to all WIND-CCTS-matched firm-year observations.
The restricted sample refers to WIND-CCTS-matched firm-year observations that exclude IPO filings before
2010 and revenue- or profitability-related IPO rejection cases. Robust standard errors are clustered at the
firm level.
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Figure A4: Effect of an IPO Approval on Exports, Excluding Clients of Politically Connected
Audit Firms

�L�Q�i�2: The figure plots the event study coefficients for the difference-in-differences specification that estimates
the effect of IPO approval on log exports, after excluding clients of politically connected audit firms. An audit
firm is defined as politically connected if any of its partners serves as a SIEVC member during the IPO review
meeting period. The underlying regressions control for firm fixed effects, application cohort-year fixed effects,
HS2-year fixed effects, and board-year fixed effects. The full sample refers to all WIND-CCTS-matched firm-
year observations. The restricted sample refers to WIND-CCTS-matched firm-year observations that exclude
IPO filings before 2010 and revenue- or profitability-related IPO rejection cases. Robust standard errors are
clustered at the firm level.
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Figure A5: Effect of an IPO Approval on Export Participation

�L�Q�i�2: The figure plots the event study coefficients for the difference-in-differences specification that estimates
the effect of IPO approval on export participation. The underlying regressions control for firm fixed effects,
application cohort-year fixed effects, HS2-year fixed effects, and board-year fixed effects. The full sample
refers to all WIND-CCTS-matched firm-year observations. The restricted sample refers to WIND-CCTS-
matched firm-year observations that exclude IPO filings before 2010 and revenue- or profitability-related
IPO rejection cases. Robust standard errors are clustered at the firm level.
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Figure A6: Permutation Tests

Full Sample Restricted Sample

�L�Q�i�2: These figures present the empirical distribution of placebo estimates for the difference-in-difference
specification examining the effect of IPO on log exports. The full sample refers to all WIND-CCTS-matched
firm-year observations. The restricted sample refers to WIND-CCTS-matched firm-year observations that
exclude IPO filings before 2010 and revenue- or profitability-related IPO rejection cases. The CDFs are
constructed from permuting treatment status to IPO applicant firms 500 times and estimating the corre-
sponding coefficients. Dotted vertical lines represent the true estimates.
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Figure A7: Word Cloud: Market/Tech-Related Topics (BDG)

(a) Competitiveness (b) Marketing

(c) Client (d) Innovation
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Figure A8: Word Cloud: Market/Tech-Related Topics (URF)

(a) Competitiveness + Innovation (b) Demand

(c) Client (d) Global Market
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