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ABSTRACT 

Underwriters, as well as issuers, show ambiguity toward the 

flipping activity or selling initially public offered stocks 

(IPO stocks) in the first trading day. On one side, they are 

naturally against the flipping activity because it is 

considered to decrease IPO performances, especially in the 

case of weak offerings. However, flipping activity is also 

needed to show liquidity of the IPO stock in the secondary 

market. Several studies indicate that there is a relationship 

between flipping activity and underpricing phenomenon. 

Previous research also shows that by studying flipping 

activity, we can also learn about disposition effect in the 

primary market. In this study we investigate the relationship 

between flipping activity and underpricing phenomenon and 

the presence of disposition effect in Indonesian primary 

market. Further, the study also test whether the investors’ 

decision to flip the underpricing stock is a rational decision 

or because of the fear of regret. The result shows that 

disposition effect is not found in Indonesian primary 

market. We also found that there are different level of 

flipping activities in different level of underpricing, and 

investor’s decision to flip the underpricing stocks is actually 

a rational decision. 
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INTRODUCTION 

Initial Public Offering (IPO) is one of the ways for firms to obtain funds from the external 
parties. Investor issue stocks to be offered to public and the investors will buy the stocks 
on the offering period. One of the critical stages during the process of issuing stocks is 
selecting an underwriter, who is responsible to ensure that the stocks will be sold according 
to the agreement. Further, the performance of underwriter is indirectly affected by 
activities during the first day (or few days) of trading in the secondary market.    

One of the most affecting activities is so called flipping. According to     Chong (2009), 
flipping is an action to sell the IPO stocks in the first day of trading, and an investor who 
sells the IPO stocks in the first day of trading is called a flipper. Flipping activity, up to a 
certain level is needed to show IPO stocks’ liquidity in the secondary market. The illiquid 
stocks in the secondary market is not desired by the issuing firms. However, although 
flipping activities show the liquidity of the secondary market, heavy flipping is disliked by 
underwriters because it is considered to harm the IPO stocks performances (Chong, 2009). 
If there is enough demand to fulfill the flipping stocks, the price in the secondary market 
will increase. However, if there is no enough demand, the price will likely to decrease 
(Fishe, 2002).  

The phenomenon of flipping activity which threats the performance of IPO stocks 
encourage underwriters to conduct the price stabilization by preventing (or minimizing) 
stock price decrease. The stabilization mechanism is conducted in several ways, such as 
threaten to investor that they are not going to get IPO stocks on the upcoming offerings, 
buy the stocks in the secondary market, or allocate the next stock offers to the investors 
who are not going to flip. In the IPO cases, there is a wide phenomenon of underpricing, 
which are found in most of the stock market in the world  (Ritter et al., 1984). Most of the 
IPO stocks price ‘jump’ in the first day of trading; provide high returns to investors who 
bought stocks at the offering price and immediately sell it on the secondary market 
(Aggarwal, 2003).  

Several research indicating the relation between underpricing and flipping activity, although 
the results are still inconclusive.  (Fishe & Boehmer, 2000)  found that underwriter 
encourage underpricing to promote liquidity in the secondary market. Krigman (1999) 
found that flipping is a rational response of investors toward the mispricing of IPO stocks, 
where the underpricing itself is one of the examples of IPO stocks’ mispricing. Several 
evidence also shows that underpricing influences flipping activity by investigating the 
trading volume in the first day of trading as the proxy of flipping activity. Krigman (1999) 
found that trading volume in the first day of trading has positive relationship with the 
severity of underpricing. (Kaustia, 2004) also found similar results in his research, where 
the underpricing is significantly related to the flipping activity. Supporting Krigman (1999) 
and (Kaustia, 2004) , (Chong, 2009)  found that the trading volume of IPO underpricing is 
higher than the IPO overpricing. This finding is also indicating the relationship between 
IPO underpricing and flipping activity. Further, the existence of relationship between 
underpricing and flipping activity can also reflect the presence of disposition in the initial 
market.  

Many researches have tried to find the possible causes of underpricing. However the results 
are still unclearly explain this phenomenon. One of the most acceptable approaches to 
explain the underpricing is through behavioral finance, assuming that investors irrationality 
also prevail in the initial market. Many researches related to the IPO stocks trading in the 
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aftermarket have been conducted, especially in the United States, using the behavioral 
finance approach (Chong, 2009). Behavioral approach was widely chosen because of 
inability of “conventional finance” theories, to explain anomalies and investors behavior as 
one of the determinants of investment performances. This inability is primarily caused by 
the strict assumption of human rationality. In reality, human also have emotional element 
inside themselves, therefore they cannot act with full rationality. Asri (2013) argues that 
emotion and ratio elements, like two sides of a coin, are always present during the process 
of decision making.  

One of the first studies in behavioral finance was conducted by (Kahneman & Tversky, 
2013)Kahneman and Tversky (1979) in which they found that people tend to be risk seeker 
when they are experiencing loss, and tend to be risk averse when they are experiencing 
profit. Their finding is then widely known as Prospect Theory. In their research,  Shefrin 
and Statman (1985) underlined the significance of behavioral finance theory in explaining 
the market phenomena. They found another interesting issue that investors tend to hold 
loser stocks too long and sell winner stocks too soon, which is then widely known as 
Disposition Effect. Shefrin and Statman indicated that one of possible causes of 
disposition effect is the investors’ fear of regret (regret aversion).  

Shefrin dan Statman (1985) said that regret is an emotional feeling which is associated with 
the ex-post performance of a decision. Regret consists of an emotional thought that 
another decision in the past could have been better than the one that is already made. 
Underpricing stocks are considered as winner stocks in the initial market, therefore when 
investors decided to flip the stocks, the question arises is whether the decision is based on 
rational calculations or because of the fear of regret.     

Studies about flipping activity in Indonesian Stock Exchange are still very limited, so are 
the publications. Nevertheless, the research about flipping can be useful for many parties, 
especially for underwriters and investors in Indonesian Stock Exchange. All the more, 
Indonesian Stock Exchange is intensively encourage Indonesian firms to be listed in the 
stock exchange recently. 

Indonesian Stock Exchange is categorized as an emerging market, which is reflected by the 
capitalization of the exchange. For a comparison, Indonesian Stock Exchange capitalization 
is smaller than the capitalization of Apple, one of the firms with highest capitalization in 
US stock market. Apple’s capitalization is more than 10 thousand trillions rupiahs, as 
compared to the capitalization of all firms in Indonesian Stock Exchange is only around 6 
thousand trillions rupiahs, with a total listed firms of a little more than 500. An emerging 
market, like Indonesia, is a good market to learn about IPO because the market is small 
and not integrated perfectly with international market, therefore it makes IPO relatively 
gives higher shocks to the market  (Braun and Larrain, 2009).  

Despite from its size, the capitalization itself shows a singnificant level of growth, especially 
after the privatization in 1992. Market capitalization increases from Rp24.4 trillions in 1992 
to Rp7,052 trillions in 2017. The market composite index (Index Harga Saham Gabungan 
or IHSG) also increases by more than 2,300% in around 15 years, from 274.24 in 1992 to 
6,605.63 in January 31, 2018.  Until the first quarter of 2018, total publicly listed firms in 
Indonesian Stock Exchange has reached 588 firms, while in 1992, total publicly listed firms 
were less than 100. 
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As the number of listed firms in emerging market is smaller that the number of listed firms 
in the developed market, the listed firms in emerging market has huge potential to increase. 
The development of Indonesian market in the previous years also shown that the stock 
exchange has good prospect and therefore will encourage more firms to conduct initial 
public offerings. Furthermore, Indonesian market athorities also actively promote their 
target of listed firms.The existence of underpricing phenomenon is also proven in 
Indonesia. During the period of 2007-2016, 175 out of 209 IPO firms (around 85%) were 
experiencing underpricing. This research will investigate whether underpricing has any 
impact on the flipping activity in Indonesian IPO stocks, and whether investors flipping 
decision are rational. 

Many researchers had conducted extensive research previously to observe the relationship 
between  IPO underpricing and flipping activity in other countries. (Fishe & Boehmer, 
2000), for instance, even underlined that underwriters encourage flipping activity to 
stimulate the IPO stocks liquidity in the secondary market. They specifically mentioned 
that underpricing will encourage low-valuation investors to sell their stocks in the 
secondary market and the high valuation investors will buy the stocks; and therefore, 
underpricing will finally increase liquidity in secondary market. Fishe and Boehmer also 
mentioned that underpicing can be interpreted as the expense of IPO stocks liquidity in the 
secondary market. Further, Fishe and Boehmer claimed that underpricing actually creates 
benefit for many parties. Underwriter will increase their trading profit in the secondary 
market, issuing firms will satisfied because their stocks are liquid in the secondary market, 
and the investor who got allocation can reap capital gain from their stocks. From the 
empirical study from Fishe and Boehmer, they found that the decision of underpricing is 
influenced by trading profitability of underwriter in the secondary market. Fishe and 
Boehmer’s research therefore shows that there is the relationship between underpricing 
and flipping activity. Fishe in 2002 also found evidence that underwriter will determine the 
optimum offering price which will create the cold IPO, weak IPO, and hot IPO based on 
the demand of the IPO stocks in the offerings. The optimum price means that the price 
that gives underwriter profit.  

Research Hypothesis 

Several research also investigate the relationship between trading volume and underpricing. 
Trading volume in the first day of trading in the secondary market is considered as proxy 
from flipping activity. (Chong, 2009) investigate the flipping activity on stocks which 
experiencing underpricing and stocks experiencing overpricing. Chong used flipping ratio 
as a measure of flipping activity. Flipping ratio is defined by trading volume divided by 
shares offered 

(Chong, 2009) in his research in Bursa Malaysia used flipping ratio by dividing trading 
volume with shares offered to measure flipping in the first day of listing. In his research, 
Chong proves that the flipping ratio was higher for the underpricing stocks compared to 
the overpricing stocks. Chong concluded that this finding is indicating that disposition 
effect is prevail in the initial market, therefore this is indicating that not all investors are 
rational in the initial market. (Kaustia, 2004) also found the difference of the trading 
volume of the underpricing IPO and overpricing IPO stocks in the first day of listing. 
These findings indicating that there is a relationship between investor behavior in flipping 
and underpricing phenomenon.  
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To test whether there is a difference of investors behavior in flipping towards the 
underpricing and the non-underpricing stocks in Indonesian Stock Exchange, the 
hypothesis developed in this research is: 

H1: There is different flipping ratio in underpricing stocks and overpricing stocks 

Krigman (1999) found that there is different flipping activity on stocks experiencing 
underpricing and stocks experiencing overpricing as shown by the trading volume and 
shares offered. Krigman in his research divided undepricing stocks to three categories 
according to the return on the first day of listing. The stocks with 0 to 10% return as “weak 
IPO”, stocks with 10% to 60% return as “hot IPO” and stocks with more that 60% return 
as “very hot IPO.” (Aggarwal, 2003) also divided  the underpricing stocks as Krigman did. 
Aggarwal and Krigman found that there are differences between investors behavior on 
flipping in different levels of undepricing. 

Krigman (1999) and Aggarwal shows that flipping activity is higher in stocks with high level 
of underpricing, followed by the stocks with low underpricing, and last the stocks with 
overpricing. This finding shows that there is positive relationship between flipping and 
underpricing. However, in the sama research, when Krigman tried to identify flipping from 
institutional investor, he found that flipping activity fron institutional investor is higher in 
the overpricing stocks. (Aggarwal, 2003)  also found the same thing in his research. Wei 
(2015) investigated flipping activity in different market momentum. In his research, he 
divided the IPO stocks into four category: very cold IPO, cold IPO, warm IPO, and hot 
IPO. Wei found that there are different flipping activity between each groups. The man of 
flipping ratio is 24,88%; cold IPO 40,63%, warm IPO 36,43%, and hot IPO 51,41%. These 
findings are different from Krigman and Aggarwal and shows that flipping activity is 
highest on IPO, but the flipping activity is not always have positive relationship because 
the flipping ratio of cold IPO is higher that warm IPO. 

H2: There is difference between flipping ratio with different level of underpricing 

Ritter (1991) argue that from investor’s viewpoint to IPO stocks, the price pattern can give 
opportunity to active trading strategy to produce superior return. This argument can be 
proven from future performance of IPO stocks. Affleck-Graves et al. on Krigman (1999) 
investigate the relationship between first day return and found that risk-adjusted return in 
first three months of trading is on the same direction with the mispricing in the first day. 
Krigman (1999) compared initial performance of IPO with long-term return of IPO (one 
year). In his research, Krigman conclude that flipping is rational behavior of investor. 

 A rational investor will attempt to maximize his/her returm. When the IPO stocks are 
underpricing, investor who obtain IPO stocks allocation has two options: hold it or sell it. 
When investor flipped their stocks, investor believe that return that they reap on the first 
day will be higher compared to the return if they hold the stocks. (Chong, 2009) shows that 
anomaly because of investor behavior also prevail in initial market. When investor choose 
to sell winner stocks, or in the case of IPO stocks are underpricing stocks, one of the 
theory from behavioral finance arise. Is the selling the winner stocks is because of the fear 
of regret. To test whether the flipping is a rational decision and not because of the fear of 
regret, we can use the long-term performance of IPO stocks. 

H3: Underpricing stocks price performance deteriorates in the long run 
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METHOD 

The sample used in this research comprised of 209 companies listed in Indonesian Stock 
Exchange from 2007 to 2016. IPO samples and required data were drawn from The 
Capital Market Institute Indonesian Stock Exchange, Yahoo Finance, and Financial Service 
Authority, and their relevant publication. 

To investigate H1 and H2 on whether flipping activity is influenced by undepricing, the 
approach from (Chong, 2009) was adopted. In H1, IPO stocks were categorized into 
underpricing group (IPOs with positive market adjusted initial return) and overpricing 
group (IPOs with negative market adjusted initial return. Flipping acitivity was measured 
using the flipping ratio, as adopted from Chong (2009), Krigman (1999) and Aggarwal 
(2003), defined as the percentage of opening day trading volume divided by the number of 
shares offered for subscription. The investigation of the differences of flipping ratio is H1 
also can be used to investigate whether disposition effect prevail in initial market. As 
suggest by Chong (2009) the Proportion Gain Realized is equivalent as flipping ratio of 
underpricing portfolio and Proportion Losses Realized is equivalent with the flipping ratio 
of overpricing ratio. 

 

 

 

 

A comparison of the two ratios above will determine whether investors sold a higher 
proportion of winners or losers. The disposition effect exists when the flipping ratio of the 
underpricing portfolio is significantly higher than the overpricing portfolio. To investigate 
the H2, the underpricing stocks are divided to into three groups according to the severity 
of the underpricing. The portfolio who reap 0 to 10% return categorized as “weak IPO”, 
portfolio with 10% to 60% return is “hot IPO”, and portfolio with more than 60% is 
extra-hot IPO. This grouping is based on the grouping used by Krigman (1999), (Aggarwal, 
2003), and Wei (2015). The long term return were examined to determine whether investor 
decision to flip undepricing stock is a rational decision or because of the fear of regret.  
The long term returns refer to the market buy and hold returns (MABAHR) one year after 
listing of the IPO. The one year period is adopted from Krigman (1999) where he 
concluded that flipping is a rational behavior of investor because of the mispricing of IPO 
stocks. The MABAHR is calculated as the difference between the closing price at the first 
day of trading and the closing price on each subsequent twenty-first trading day over a 12-
month period; this difference is thereafter adjusted for the return on the market portfolio. 
One month in this research defined by 21 trading days, as used in Ritter (1991). Price data 
for the period from 1991 to 2006 was used to calculate the MABAHR. To ensure 
robustness of the results, both equally weighted (EW) and value-weighted (VW) MABAHR 
were used, as adopted from Chong (2009). 
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RESULTS AND DISCUSSION 

Statistics Summary and Hypothesis Testing 

In the table 1 we can see that there are 209 samples used in this research, consist of 175 
underpricing stocks and 34 overpricing stocks. 

Kelompok N 
 

Minimum  
Maximum Mean 

Std. 
Deviation 

Skewness 

Underpricing 175 0,0001 1,7216 0,1826 0,2151 3,1132 

Overpricing 34 0,0165 0,4957 0,1535 0,1256 1,3952 

Cool IPO 52 0,0225 0,5524 0,1353 0,1090 1,9406 

Hot IPO 92 0,0001 1,7216 0,2162 0,2429 3,1227 

Extra-Hot 
IPO 31 0,0012 0,9962 0,1624 0,2478 2,0636 

 

Table 2 shows the MAIR, EWABAHR and VWMABAHR of undepricing portfolio. Based 
on the table 1, the biggest mean flipping ratio is from hot IPO portfolio with 21,62%, 
while the smallest flipping ratio is from cool IPO group with 13,53%. Flipping ratio from 
extra-hot IPO has the biggest standard deviation and skewness. All the groups have 
positive skewness with median value smaller than its mean. Based on the normality test, all 
the groups are not normally distributed. Therefore, writer removes the outliers and used 
log transformation for the flipping ratio in order to make the data normally distributed. 
After data transformation was conducted, all the groups are normally distributed. The data 
underpricing portfolio consists of 165 samples and overpricing portfolio consists of 34 
samples after the transformation. Therefore, parametric test methods are used to test the 
H1 and H2. 

t 
Degree 

of 
Freedom 

Sig.  
(2-tailed) 

Mean 
Difference 

Std. Error 
Difference 

95% Confidence 
Interval of the 

Difference 

Lower Upper 

0,148 197 0,883 0,01312 0,08890 -0,16221 0,18845 
 

  
Sum of 
Squares 

Degree 
of 

Freedom 

Mean 
Square 

F Sig. 

Between 
Groups 2,679 2 1,339 5,945 0,003 

Within 
Groups 

36,495 162 0,225 
  

Total 39,174 164 
   

Return N Minimum Maximum Mean 
Std. 

Deviation 
Skewness 

MAIR 175 0,0001 0,8614 0,2959 0,2480 0,5444 

EWMABAHR 175 -0,9730 14,5979 0,3419 1,7975 5,9812 

VWMABAHR 175 -3,0687 21,2480 0,1288 1,6921 11,2724 

Table 1.  
Descriptive 
Statistics 
Flipping Ratio 
___________ 

Table 2.  
Descriptive 
Statistics of 
MAIR, 
EWMABAHR, 
VWMABAHR 

___________ 

Table 3.  
Independent 
Sample T-
Test for H1 
___________ 

Table 4.  
Classic 
ANOVA Test 
for H2 
___________ 
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To test the H1, independet sample t-test is used. From the statistics testing, it is shown that 
there is not enough evidence that there is differences flipping activity between underpricing 
and overpricing with 5% significant level. To test the H2, ANOVA is used. However, 
because of the differences in variances of the groups, Welch ANOVA also used to ensure 
robustness of the test. Tabel 4 shows the test result using ANOVA, and table 5 shows the 
test result using Welch ANOVA. From the two methods, the results show that the 
hypothesis is accepted at 5% significant level. 

After ANOVA testing, the point of interest comes to the difference of the means if the 
means compared in pairs. To obtain the explanation about what variable(s) significantly 
different fron the other, post hoc test is used. Games-Howell method is used due to the 
different of variances among the groups. Based on the Games-Howell Test, flipping ratio 
Hot IPO is significantly different from Cool IPO’s flipping ratio and Extra-Hot IPO’s 
flipping ratio in 10% significant level as shown in table 6. 

 

 

 

 

Kelompok 
Mean 

Difference 
(I-J) 

Std. 
Error 

Sig. 

95% Confidence 
Interval 

Lower 
Bound 

Upper 
Bound 

Cool IPO 

Hot IPO -0,14114 0,06613 0,087 -0,2979 0,0156 

Extra-Hot 
IPO 

0,21209 0,14622 0,328 -0,1476 0,5718 

Hot IPO 

Cool IPO 0,14114 0,06613 0,087 -0,0156 0,2979 

Extra-Hot 
IPO 

0,35324 0,14779 0,058 -0,0096 0,7160 

Extra-Hot IPO 

Cool IPO -0,21209 0,14622 0,328 -0,5718 0,1476 

Hot IPO -0,35324 0,14779 0,058 -0,7160 0,0096 

 

 

 

 

 

 

 

  Statistica 
Degree of 
Freedom 1 

Degree of 
Freedom 2 

Sig. 

Welch 4,081 2 62,203 0,022 

a. Asymptotically F distributed. 

Table 5.  
Welch 

ANOVA Test 
for H2 

___________ 

Table 6.  
Games 

Howell Test 
for H2 

___________ 
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  N 
Mean 
Rank 

Sum of 
Ranks 

EWMABAHR - MAIR Negative Ranks 121a 87,10 10538,50 

Positive Ranks 54b 90,03 4861,50 

Ties 0c 
  

Total 175 
  

VWMABAHR - MAIR Negative Ranks 146d 87,58 12786,00 

Positive Ranks 29e 90,14 2614,00 

Ties 0f 
  

Total 175 
  

a. EWMABAHR < MAIR 

b. EWMABAHR > MAIR 

c. EWMABAHR = MAIR 

d. VWMABAHR < MAIR 

e. VWMABAHR > MAIR 

f. VWMABAHR = MAIR 
 

 

  
EWMABAHR - 

MAIR 
VWMABAHR - 

MAIR 

Z -4,229b -7,578b 

Asymp. Sig. (2-tailed) 0,000 0,000 

Exact Sig. (2-tailed) 0,000 0,000 

Exact Sig. (1-tailed) 0,000 0,000 

Point Probability 0,000 0,000 
 

To test the H3, non-parametric method is used to test the dependent sample means 
comparison. The Wilcoxon rank-sum test was used. From the Wilcoxong rank-sum test, it 
is shown that there is enough evidence between MAIR and EWMABAHR and MAIR and 
VWMABAHR. VWMABAHR has more negative rank compared to the EWMABAHR. 
From the two test, the H3 is accepted at 5% significant level as shown in Table 8 

Discussion 

Based on the 1st hypothesis test, there is no enough evidence to support the difference of 
investor flipping behavior between the underpricing and overpricing stocks in Indonesian 
Stock Exchange. This finding is contrary with the findings in Chong’s research (2009) in 
Bursa Malaysia and Kaustia (2004) in the United States. It means that there is not enough 
evidence to show the positive relationship between underpricing and flipping activity in 
Indonesia. Further, this finding also indicates that disposition effect is not clearly found in 
Indonesian initial market . 

There are several research with contrary findings with disposition effect theory. Krigman 
(1999) investigate trading activity in the first day of listing with proxy trading volume 
divided by shares offered and found that flipping is higher for underpricing stocks 

Table 7.  
Wilcoxon 
Rank-Sum 
Test Rank 
for H3 
_________
__ 

Table 8.  
Wilcoxon 
Rank-Sum 
Test for H3 
_________ 
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compared to overpricing stocks. However, in the same research, when Krigman investigate 
the institutional investors activity, he found that there is negative relationship between 
flipping activity and underpricing. Aggarwal (2003) also found similar findings with 
Krigman. Bayley (2006) also found unique finding in his research in Australia, in which 
flipping activity is higher for the higher overpricing level compared the the lower 
overpricing level. Further in Bayley’s study, he also found that this finding is caused by 
investor institutional flipping activoty. It can be concluded from Krigman (1999), Aggarwal 
(2003) and (Bayley, Lee, & Walter, 2006) that institutional investor behavior is different 
from aggregate investor in the market. 

The finding in this research is unique because in previous research, there is always 
differences between flipping activity for underpricing stocks and flipping activity for 
overpricing stocks. Previous research findings which counter the disposition effect caused 
by the institutional investor behavior. Therefore, the findings in this research might be 
caused by the institutional investor behavior. The president of Indonesian Stock Exchange, 
Ito Warsito said “until the end of March 2015, the ownership of institutional investors in 
Indonesian Stock Exchange still dominating the market with 73,14%,”  and he added that 
“institutional investor transaction become benchmark for retail investor in transaction,” 
(Pasopati 2015). Based on previous research and the fact that institutional investor in 
Indonesia has a big role in the market, the institutional investor behavior is influencing the 
finding in this research. Therefore, a more advanced research is needed to conclude this 
finding. Probably by dividing the flipping activity to institutional and retail investor we can 
clarify the findings. 

H2 is accepted and significant in 5%. It means that there is enough evidence to support the 
proposition that there are differences between flipping activity with different level of 
underpricing. From the post-hoc test, it is shown that Hot IPO’s flipping ratio is 
significantly different in 10% from Cool IPO’s and Extra-Hot IPO’s flipping ratio. 
However, the flipping ratio for Cool IPO and Extra-Hot IPO is not significantly different. 
Mean from Hot IPO stocks is higher that mean from Cool IPO and Extra-Hot IPO. These 
findings are not align with Krigman’s (1999) and Aggarwal’s (2003) when they investigate 
flipping activity for all investor in the market. Their studies shows that there is positive 
relationship between underpricing level with flipping activity, in which flipping ratio for 
Extra-Hot IPO is the highest, and flipping ratio for Cool IPO is the lowest. These findings 
also contrary with Wei’s (2015) in Malaysia Stock Exchange, in which IPO stocks have 
lower mean than Cool IPO and Extra-Hot IPO. These different findings probably also 
caused by the institutional investor activity, therefore the continuation research still needed 
to explain the findings accurately. However, we are able to conclude that flipping activity is 
influenced by the level of underpricing. 

H3 in this research is accepted and significant in 5%. This finding shows that there is 
enough evidence to support the proposition that underpricing stocks performance is 
deteriorates in the long run. Therefore, investor’s decision to flip undepricing stocks is 
rational decision and is not caused by fear of regret. It means that by flipping underpricing 
stocks, investor can reap higher return compared to if they hold the undepricing stocks one 
year after listing.  

CONCLUSION 

This research resulting several conclusion which developed by the hypothesis testing, 
which are: (1) There is no difference between flipping activity of underpricing and 
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overpricing stocks. This finding also prove that the investors in Indonesian Stock 
Exchange are not subjected to disposition effect; (2) There are differences between flipping 
in different level of underpricing; (3) Investor decisions to flip the underpricing stocks are 
priven to be rational decisions and not caused by fear of regret if we measure it with one 
year return if investors hold the underpricing stocks. The limitation of this research are: (1) 
flipping definition in this research is investors who flip their stocks in the first day of 
trading; (2) flipping ratio used in this research only the proxy from flipping activity, the real 
investor data who obtained IPO stocks allocation and flip their stocks is not used; (3) long-
term performance is only measured for one-year.  

Our suggestions for further research regarding this topic are: (1) Flipping acitivity can be 
investigate further with using real data investor flipping activity who obtain IPO stock 
allocation, because this research only uses proxy which is the volume trading. Ths flipping 
activity in this research probably miced with the investor who buy the buy the stocks on 
the first day of trading, not investor who got the allocation on the offerings. Activity 
flipping data from investor who obtain allocation is not widely public, but probably this 
data can be obtained by the underwriter; (2) The investigation of flipping activity can be 
divided to flipping activity conduct by institutional investor and flipping activity conduct by 
the retail investor, therefore it can give clear understanding about flipping behavior with 
different type of investor in Indonesia; (3) to give a more clear understanding about the 
IPO performance in the long-run, we can divide the investigation to short-run, medium-
run, and long-run so the conclusion about whether the investor decision is rational or not 
can be adjusted by trading strategy preferences of investors. 

REFERENCES 

Aggarwal dkk. 2002. “Institutional Allocation in Initial Public Offerings: Empirical 
Evidence”. The Journal of Finance. Vol. 57 No.3. pp. 1421-1442. available online at: 
http://www.jstor.org/stable/2697783 (accessed Desember 19 2017) 

Aggarwal, Reena. 2003. “Allocation of initial public offerings and flipping activity.” Journal 
of Financial Economics. Vol. 68. pp. 111–135. available online at: 
https://pdfs.semanticscholar.org/beeb/d32dd54790283caf36743c261f40e93327ec.p
df (accessed March 1 2018) 

Asri, Marwan. 2013. Keuangan Keperilakuan. BPFE: Yogyakarta 
Barber dan Odean. 1999. “The Courage of Misguided Convictions.” Financial Analyst 

Journal Vol. 55 No. 6. pp. 41-55. available online at: 
https://www.jstor.org/stable/4480208 (accessed Januari 28 2018) 

Bayley dkk. 2006. “IPO flipping in Australia: cross-sectional explanations.” Pacific-Basin 
Finance Journal Vol. 14. pp. 327–348. available online at: 
https://www.sciencedirect.com/science/article/pii/S0927538X06000163 (accessed 
February 5 2018) 

Braun dan Larrain. 2009. “Do IPOs Affect the Prices of Other Stocks? Evidence from 
Emerging Markets.” The Review of Financial Studie.  Vol. 22. No. 4 pp. 1505-1544.. 
available online at: http://www.jstor.org/stable/30225702 (accessed February 2 
2018) 

Brennan dan Franks. 1997. "Underpricing, ownership and control in initial public offerings 
of equity securities in the UK," Journal of Financial Economics, Elsevier. Vol. 45 No. 3. 
pp. 391-413. available online at: 
https://ideas.repec.org/a/eee/jfinec/v45y1997i3p391-413.html (accessed February 
10 2018).  

http://www.jstor.org/stable/2697783
https://pdfs.semanticscholar.org/beeb/d32dd54790283caf36743c261f40e93327ec.pdf
https://pdfs.semanticscholar.org/beeb/d32dd54790283caf36743c261f40e93327ec.pdf
https://www.jstor.org/stable/4480208
https://www.sciencedirect.com/science/article/pii/S0927538X06000163
http://www.jstor.org/stable/30225702
https://ideas.repec.org/a/eee/jfinec/v45y1997i3p391-413.html
https://ideas.repec.org/a/eee/jfinec/v45y1997i3p391-413.html
https://ideas.repec.org/s/eee/jfinec.html


Dewi & Asri, Flipping Activity And Underpricing Phenomenon In Indonesia… 

 

 

148 

JRAK 
9.2 
 

Chong, Fennee. 2009. “Disposition Effect and Flippers in the Bursa Malaysia.” The Journal 
of Behavioral Finance Vol. 10 pp. 152-157. 
https://www.researchgate.net/publication/233034824_Disposition_Effect_and_Flip
pers_in_the_Bursa_Malaysia (accessed December 19 2017) 

Das dan Imon. 2016. “A Brief Review of Tests for Normality.” American Journal of Theoretical 
and Applied Statistics: pp 5-12. Available online at: 
http://article.sciencepublishinggroup.com/html/10.11648.j.ajtas.20160501.12.html 
(accessed March 16 2018) 

Dewi, Atika N. 2018. “Aktivitas Flipping Dan Fenomena Underpricing Di Bursa Efek 
Indonesia.” Faculty of Economics and Business, Universitas Gadjah Mada (unpublished 
thesis.) 

Ellul dan Pagano. “IPO Underpricing and After-Market Liquidity.” The Review of Financial 
Studies. Vol. 19. No. 2 pp. 381-421. available online at: 
http://www.jstor.org/stable/3844001 (accessed March 16 2018) 

Fishe dan Boehmer. 2000. “Do Underwriters Encourage Stock Flipping? A New 
Explanation for the Underpricing of Ipos.” SSRN Electronic Journal. Available online 
at: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=228434 (accessed March 
13 2018) 

Fishe, Raymond. 2002. “How Stock Flippers Affect IPO Pricing and Stabilization”. The 
Journal of Financial and Quantitative Analysis Vol. 37 No. 2 pp. 319-340. available online 
at: http://www.jstor.org/stable/3595008 (accessed March 16 2018) 

Heerden dan Alagidede. 2012. “Short run underpricing of initial public offerings (IPOs) in 
the Johannesburg Stock Exchange.” Review of Development Finance pp. 130-138. 
available online at: https://ac.els-cdn.com/S1879933712000310/1-s2.0-
S1879933712000310-main.pdf?_tid=bd42c30a-f3b2-4d77-b660-
ba98c1e2c4ec&acdnat=1521272921_d836cc7d86c2db38507cb320987dec2c 
(accessed December 19 2017) 

Husnan et al. 2014. “Price Stabilization and IPO Underpricing: An Empirical Study in the 
Indonesian Stock Exchange.” Journal of Indonesian Economy and Business Vol. 29 No. 2 
pp. 129 – 141. available online at https://jurnal.ugm.ac.id/jieb/article/view/6205 
(accessed February 3 2018). 

Kahneman dan Tversky. 1979. “Prospect Theory: An Analysis of Decision Under Risk.” 
Econometrica Vol. 47 No.2 pp. 263-292. available online at: 
https://www.jstor.org/stable/1914185 (accessed January28 2018) 

Kaustia, Markku. 2004. “Market-wide impact of the disposition effect:evidence from IPO 
trading volume.” Journal of Financial Markets Vol. 7 pp. 207–235. available online at: 
https://www.sciencedirect.com/science/article/pii/S1386418103000430 (accessed 
December 19 2017) 

Krigman dkk. 1999. “The Persistence of IPO Mispricing and the Predictive Power of 
Flipping.” The Journal of Finance pp. 1015-1044. available online at: 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=36141 (accessed February 10 
2018) 

Lind, D. A., Marchal, W. G., dan Wathen, S. A.. 2012. Statistical techniques in business & 
economics (15th ed.). New York: Mcgraw-Hill Irwin. 

Lowry dan Schwert. 2002. “IPO Market Cycles: Bubbles or Sequential Learning.?” The 
Journal of Finance pp. 1171-1198. Available online at: 
http://schwert.ssb.rochester.edu/jfcycles.pdf (accessed February 28 2018) 

https://www.researchgate.net/publication/233034824_Disposition_Effect_and_Flippers_in_the_Bursa_Malaysia
https://www.researchgate.net/publication/233034824_Disposition_Effect_and_Flippers_in_the_Bursa_Malaysia
http://article.sciencepublishinggroup.com/html/10.11648.j.ajtas.20160501.12.html
http://www.jstor.org/stable/3844001
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=228434
http://www.jstor.org/stable/3595008
https://ac.els-cdn.com/S1879933712000310/1-s2.0-S1879933712000310-main.pdf?_tid=bd42c30a-f3b2-4d77-b660-ba98c1e2c4ec&acdnat=1521272921_d836cc7d86c2db38507cb320987dec2c
https://ac.els-cdn.com/S1879933712000310/1-s2.0-S1879933712000310-main.pdf?_tid=bd42c30a-f3b2-4d77-b660-ba98c1e2c4ec&acdnat=1521272921_d836cc7d86c2db38507cb320987dec2c
https://ac.els-cdn.com/S1879933712000310/1-s2.0-S1879933712000310-main.pdf?_tid=bd42c30a-f3b2-4d77-b660-ba98c1e2c4ec&acdnat=1521272921_d836cc7d86c2db38507cb320987dec2c
https://jurnal.ugm.ac.id/jieb/article/view/6205
https://www.jstor.org/stable/1914185
https://www.sciencedirect.com/science/article/pii/S1386418103000430
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=36141
http://schwert.ssb.rochester.edu/jfcycles.pdf


Jurnal Reviu Akuntansi dan Keuangan, Vol. 9 No. 2, 137-150, August 2019 

 

 
 

 149 

JRAK 
9.2 

 

Miller dan Reilly. 1987. “An Examination of Mispricing, Returns, and Uncertainty for 
Initial Public Offerings.” Financial Management Vol. 16 No. 2 pp. 33-38. available 
online at: http://www.jstor.org/stable/3666001 (accessed January 28 2018) 

Mangiafico. 2016. Summary and Analysis of Extension Program Evaluation in R. available online 
at: http://rcompanion.org/handbook/I_12.html (accessed March 10 2018) 

Markowitz, Harry. “The Utility of Wealth.” Journal of Political Economy No. 69 pp. 151-158. 
Available online at: https://www.journals.uchicago.edu/doi/abs/10.1086/257177 
(accessed February 2 2018) 

Moder, Karl. 2007. “How to keep the Type I Error Rate in ANOVA if Variances are 
Heteroscedastic.” Austrian Journal of Statistics Vol. 36 pp. 179-188. available online at: 
https://www.sciencedirect.com/science/article/pii/S0927538X06000163 (accessed 
February 2 2018) 

Moder, Karl. 2010. “Alternatives to F-Test in One Way ANOVA in case of heterogeneity 
of variances (a simulation study).” Psychological Test and Assessment Modeling Vol. 52 pp. 
343-353. available online at: http://www.psychologie-
aktuell.com/fileadmin/download/ptam/4-2010_20101218/01_Moder.pdf (accessed 
March 16 2018) 

Odean, Terrance. 1998. “Are Investor Reluctant to Realize Their Losses?” Journal of Finance 
Vol. 53 No.5 pp. 1175-1798. available online at: 
https://faculty.haas.berkeley.edu/odean/papers%20current%20versions/areinvestor
sreluctant.pdf (accessed February 2 2018) 

Pasopati, Immanuel. 2015. “Bursa Saham Indonesia Masih Dikuasai Investor Institusi”. 
CNN Indonesia, April 24. available online at: 
https://www.cnnindonesia.com/ekonomi/20150422110637-78-48363/bursa-saham-
indonesia-masih-dikuasai-investor-institusi (accessed March 16 2018) 

Pompian, Michael M. 2006. Behavioral Finance and Wealth Management. John Wiley & Sons 
Inc: New Jersey. available online at: https://leseprobe.buch.de/images-
adb/22/c4/22c42aea-0fd9-4b8b-b727-210c3eefd3a5.pdf (accessed Januari 28 2018) 

Ritter, Jay R. 1991. “The Long Run Performance of Initial Public Offerings.” Journal of 
Finance Vol. 46 pp. 3-27. available online at: 
http://onlinelibrary.wiley.com/doi/10.1111/j.1540-6261.1991.tb03743.x/abstract 
(accessed February 5 2018) 

Ritter dan Loughran. 1995. “The New Issues Puzzle”. The Journal of Finance Vol. L pp. 23-
45. available online at: https://www.jstor.org/stable/2329238 (accessed December 
27 2017) 

SAS Institute Inc., 1999. SAS/STAT® User’s Guide, Version 8. SAS Institute Inc.: Cary. 
available online at: 
https://support.sas.com/documentation/onlinedoc/91pdf/sasdoc_91/stat_ug_731
3.pdf (accessed March 15 2018) 

Tandelilin, Eduardus. 2010. Portofolio dan Investasi: Teori dan Aplikasi. Kanisius:Yogyakarta 
Sharma dan Sherapin. 2010. “The Relationship Between IPO Underpricing Phenomenon 

and Underwriter Reputation.” The Romanian Economic Journal pp. 281-209. available 
online at: 
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.233.2166&rep=rep1&ty
pe=pdf (accessed February 28 2018) 

Shefrin, Hersh dan Meir Statman. 1985. “The Disposition to Sell Winners Too Early and 
Ride Losers Too Long: Theory and Evidence.” The Journal of Finance Vol. 40 No. 3 
pp. 777-790.  

http://rcompanion.org/handbook/I_12.html
https://www.journals.uchicago.edu/doi/abs/10.1086/257177
https://www.sciencedirect.com/science/article/pii/S0927538X06000163
http://www.psychologie-aktuell.com/fileadmin/download/ptam/4-2010_20101218/01_Moder.pdf
http://www.psychologie-aktuell.com/fileadmin/download/ptam/4-2010_20101218/01_Moder.pdf
https://faculty.haas.berkeley.edu/odean/papers%20current%20versions/areinvestorsreluctant.pdf
https://faculty.haas.berkeley.edu/odean/papers%20current%20versions/areinvestorsreluctant.pdf
https://www.cnnindonesia.com/ekonomi/20150422110637-78-48363/bursa-saham-indonesia-masih-dikuasai-investor-institusi
https://www.cnnindonesia.com/ekonomi/20150422110637-78-48363/bursa-saham-indonesia-masih-dikuasai-investor-institusi
https://leseprobe.buch.de/images-adb/22/c4/22c42aea-0fd9-4b8b-b727-210c3eefd3a5.pdf
https://leseprobe.buch.de/images-adb/22/c4/22c42aea-0fd9-4b8b-b727-210c3eefd3a5.pdf
http://onlinelibrary.wiley.com/doi/10.1111/j.1540-6261.1991.tb03743.x/abstract
https://www.jstor.org/stable/2329238
https://support.sas.com/documentation/onlinedoc/91pdf/sasdoc_91/stat_ug_7313.pdf
https://support.sas.com/documentation/onlinedoc/91pdf/sasdoc_91/stat_ug_7313.pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.233.2166&rep=rep1&type=pdf
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.233.2166&rep=rep1&type=pdf


Dewi & Asri, Flipping Activity And Underpricing Phenomenon In Indonesia… 

 

 

150 

JRAK 
9.2 
 

Shingala dkk. 2015. “Comparison of Post Hoc Tests for Unequal Variance.” International 
Journal of New Technologies in Science and Engineering pp. 22-33. available online at: 
http://www.ijntse.com/upload/1447070311130.pdf (accessed March 12 2018) 

Smith. 2015. Statistical Analysis Handbook. Available online: 
http://www.statsref.com/HTML/index.html?power.html (accessed March 10 2018) 

Wei, Leow Hon. 2015.  “Stagging and Flipping Activity: The Moderating Effect of IPOs 
Performance towards Market Momentums.” International Journal of Economics and 
Finance pp. 265-271. available online at: http://dx.doi.org/10.5539/ijef.v7n8p265 
(accessed February 10 2018) 

Zaluki, Campbell dan Goodacre. 2004. “The Long Run Share Price Performance of 
Malaysian Initial Public Offerings (IPOs).” Journal of Business Finance & Accounting, 
Vol. 34 pp. 78–110. available online at: 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=619103&rec=1&srcabs=2645
73&alg=7&pos=2 (accessed February 5 2018) 

 

http://www.ijntse.com/upload/1447070311130.pdf
http://www.statsref.com/HTML/index.html?power.html
http://dx.doi.org/10.5539/ijef.v7n8p265
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=619103&rec=1&srcabs=264573&alg=7&pos=2
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=619103&rec=1&srcabs=264573&alg=7&pos=2

