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  Investors' enthusiasm and overvaluation caused prices of some of the low-priced new issues to rise fast after their listings in Hongkong stock markets, a stock-broker said.
However, source at the Hongkong Stock Exchange said price rigging after listing of shares in stock market was absolutely possible. He said that collusion among majority share-holders to push up prices of their shares as soon as they hit the market was a trite trick in the stock circle.
“Any potential share-holders could create chances for bearish or bullish acts to rock the market.
"This happened mostly to some realties and land shares and it was impossible to avoid fraud when shares went public for transaction,” he said. “When the nature of stock investment veers off to speculation, defects would turn up frequently
Albert Wong, a broker of the Far East Stock Exchange, said investors should share the responsibility of the stocks' undeserved high prices for investing incredibly to speculate.
“Some of the low-priced new issues rose fast after their listings due to investors’ get-rich-quick enthusiasm and over-valuation,” he said.
But Wong did not think it necessary to pass legislation regulating stock exchanges or set up a watchdog council despite recent unrealistic spiralling of some low-priced issues and one case in which shares of Hongkong and Pacific Co. actually were traded at a lower price than their offer price on the day the stock went on the board.
“A new company goes public must have gone through discreet examination by chartered accountants, underwriters, auditors, solicitors and the exchange’s listing committee before the shares can be traded.
“The assets of a company are checked and the procedure itself is a stringent regulation and the supply and demand theory works to raise the prices of new shares,” Wong said.
Commenting on the allocation of shares among share-applicants Wong said it was the stock exchange's policy to determine whether to reserve shares for members. “When allocations were insufficent to distribute among clients, brokers could keep them instead of offering to the clients,” he said.
“Only the by-laws made by a stock exchange can deprive the priority right of the members,” Wong said.
However, a committee member of Far East Stock Exchange said that the value of shares depended on how investors rate the shares according to their judgment.
He said the exchanges and the Government had no reason to stop investors from buying or selling a particular share.
“Newly listed shares are even more attractive than the old ones in dividend-yield and often have a greater price earning ratio at their offer price,” he said.
He also attributed the favourite position of newly issued shares among investors to the lower prices, lower stamp duty and brokage.
“High-priced, longer-quoted shares are usually beyond reach of the small investors who want to make profits from the stock market,” he said.  
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