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Competitiveness Measures: U.S. Public Capital Market Share
Global IPOs* 

U.S. IPOs Abroad

Investment banking revenues
(by client location)

Trading Share (NYSE, Nasdaq, 
AMEX)

Equity Market Capitalization (public float)

U.S. Supply of Worldwide Capital 
(Citibank 2006)

Public versus Rule 144A

Foreign Companies Delistings as % of 
All Foreign Listings (NYSE)

37% in 2000 to 6.6% in 2006 (value) 
Only 2 of 10 largest

0% in 2000 to 6.3% in 2006 (number)

54% US in 2001 to 42% US in 2007

• 58.4% in 2001 to 49% in 2006
• for cross-listings: 12.2% of home in 2001 

to 8.7% in 2007 

46.9% in 2000 to 36.8% in 2006

41% in 1995 to 27.9% in 2006

50% in 2000 to 10% in 2006 (value)

4.99% in 2001 to 16.4% in 2007 (number) 
(projection from September data)

* Foreign company goes public and raises capital in a foreign market



Faulty Competitiveness Measures

U.S. Underwriting Fees

“In Play” (E&Y)

Number of Foreign IPOs in U.S. 
(Thomson)

IPO gross spread of 3.5% on LSE compared to 
5.6% on NYSE minor consideration in listing 
choice; smaller difference for follow-ons (IPOs 
only 10-15% of stock)  and different 
underwriting process (U.S. bookbuilding)

Assumes no UK AIM listings would 
qualify in US ($50 million plus do, over 
25% of AIM in 2005), that US cannot get 
Chinese listings (does get some) and 
does not count Rule 144As 

Absolute number does not give market 
share

Types of Firms That Listed in
Past Continue to Do So Today
(DKS 2007)

Irrelevant since U.S. is not getting foreign listings 
now; compare AIM’s increase from 220 in 2005 to 
329 (as of September 2007)



“Maybe” Competitiveness Measures

U.S. Cross-Listing 
Premium
(market/book)

• Academic studies come to    
different results—many 
methodological issues

• What difference does the 
premium make if few foreign 
firms come to get it?



Listing Premium Findings

Listing Premium decreases post–Sox for  
developed country firms (with better 
markets and corporate governance), 
particularly small ones (where more SOX 
cost impact)

Doidge, Karolyi, Stulz 
(2007)

1993-2005, average 17% premium over 
London Main Market non-cross listed firms: 
problems of (1) limited universe of potential 
cross-listers and (2) other foreign exchanges 
have even higher premium (AIM 27% in 
2005)

Litvak (2007); Zingales 
(2007); Piotroski and 
Srinivasan (2007)



Impact on U.S. of Loss of Competitiveness  
of Capital Markets

• Less attractive public market leads to less U.S. capital 
formation, e.g. less venture capital investment

• Fewer investment choices for US retail investors who 
are shut out of private markets and are not familiar with 
foreign markets

• The securities industry is a key component of the U.S. 
economy, contributing 1.3% of GDP in 2005

• There is a vast economic literature showing that a 
thriving financial sector is an important requirement for 
economic growth



Why Have U.S. Public Markets Lost Competitiveness?

• Better foreign markets, more liquid and better 
regulated

• More money outside U.S., less need to come 
• Better private markets: VC private acquisition 
exits exceed IPOs from 2001-2005 ($95 billion to 
$12 billion); developing secondary market (GS 
TRuE, Portal)

• Higher regulatory and litigation costs in U.S. : 
Only cause we can do something about





Key U.S. Legal and Regulatory Differences with Europe: 
Capital Markets

• Securities class actions (U.S. D&O insurance 6x that of Europe)
• Higher level of disclosure requirements (gap closing)
• GAAP reconciliation for foreign companies (Roadmap 2009)
• More rigid corporate governance requirements (not comply or  

explain), particularly SOX 404 (part of SOX not copied)
• More focus and higher priority on retail investor protection (to 

exclusion of competitiveness, efficiency)
• More intense regulatory enforcement (less prudential, more rule-

based)
• More fragmented regulatory structure
• Fewer shareholder rights, e.g. plurality voting, no voting on poison       

pills, less access to proxy



Committee Recommendations for U.S.      
Public Equity Market (32)

• Grand Bargain:  Increase shareholder rights and decrease 
regulatory and litigation costs.  With increased shareholder control of 
management , there is less need for regulation and enforcement (32 
specific recommendations)



Shareholder Litigation
• Total class action settlements reached a high of $17 billion in 2006 and still rising in 

2007 (filings dropped in 2006 but are rising again in 2007)
• Shareholders get 3% of losses, lawyers get 25-30%; institutions often pay 

themselves
• The only justification for securities class actions is deterrence—the idea is that the 

prospect of large losses deters wrongdoing.  But
– Did Bernie Ebbers really care that WorldCom would pay billions in class action 

settlements if his frauds were discovered?
– D&O insurance shelters personal liability (Enron and WorldCom director liability highly 

unusual)
– SEC and NASD fines of $3.8 billion in 2006 (plus criminal and States) 
– The biggest deterrent is the market reaction to wrongdoing: average 41% fall in share 

price with wrongdoing announcement
• Shareholders of individual companies should be free to decide what remedies they 

want, e.g. by amending their corporate charters to provide for arbitration without 
class actions or non-jury trials



Conclusions

• The U.S. public capital markets are becoming less competitive 

• This is important to the strength of the U.S. economy not Wall Street 
(securities firms do not care where they make money)

• U.S. should play to its strengths (rule of law, liquidity and people) and 
correct its weaknesses (lack of shareholder rights, costly litigation and 
regulation)

• Bipartisan support exists for this approach, e.g. Schumer

This is ultimately about whether the U.S. can adapt to 
the reality of a global capital market (and world) where it 
must compete to survive
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