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Abstract
This study examines the disclosure behavior of rival firms identified by an initial public 
offering (IPO) candidate in its registration statement. We hypothesize that identified rivals 
have incentives to preempt the competitive effects of the IPO and do so by disclosing more 
positive information during the IPO quiet period when the IPO candidate faces communi-
cation restrictions. We find that the tone of disclosures by identified rivals becomes more 
positive during the quiet period, and reverses after the quiet period. We also find that iden-
tified rivals initiate highly positive press releases about their product market condition dur-
ing the quiet period, with the tone reversal being mainly driven by identified rivals expe-
riencing their competitor’s IPO withdrawal. Together, these results suggest that identified 
rivals’ concerns over product market competition drive their strategic disclosure behavior. 
Further evidence indicates that this behavior hurts the IPO candidate and benefits the iden-
tified rivals. Thus, while protecting investors and facilitating market efficiency, this quiet 
period regulation can become an opportunity for industry rivals to influence the IPO pro-
cess and market competition.
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1 Introduction

Becoming a public company brings various financial and non-financial benefits to a firm, 
such as access to capital, increased public awareness, enhanced attractiveness for talent, 
and improved contracting efficiency. Fueled by these advantages, an IPO firm can grab 
market share from its rivals. An extensive prior literature analyzes how established indus-
try rivals are negatively affected by a new issuance, and how IPO candidates reshape the 
competitive environment of the whole industry (e.g., Chemmanur and He 2011; Hsu et al. 
2010). In that context, firms pursuing an initial public offering (IPO) often identify indus-
try rivals (identified rivals) in their IPO registration statement. There is, however, little evi-
dence on whether and how industry rivals strategically respond to the IPO filing. Hence, in 
this study, we examine whether identified rivals strategically release more positive infor-
mation during the quiet period that follows the release of the IPO registration statement to 
preempt the competitive effects arising from a competitor’s IPO, thus taking advantage of 
the IPO firm’s inability to reply.

During the quiet period, the IPO firm and its affiliated analysts are prohibited from 
offering opinions or forward-looking statements about the firm’s prospects.1 The goal of 
the quiet period is to prevent any communication that would hype the stock price, thus 
precluding the market from establishing its fair value.2 Considered as a gag order imposed 
by the US Securities and Exchange Commission (SEC) on the IPO candidate’s communi-
cation activities, the quiet period rule takes effect once the firm files its registration state-
ment, and the order remains effective up until 40 days after the IPO offering date.3 While 
protecting investors from the uncertainty arising from the information asymmetry related 
to an IPO, the quiet period rule creates an “information seesaw,” a period during which 
incumbent firms that are already publicly listed can communicate to the market informa-
tion that suits their interests. By contrast, an IPO firm must remain silent even when facing 
negative publicity.4

We predict that identified rivals benefit from a product-market standpoint if they stra-
tegically disclose more positive information during the quiet period of a competitor that 

1 Section 5 of the Securities Act of 1933 regulates the public offering process. An important function of 
Sect. 5 is to restrain the marketing or salesmanship of registered public offerings, often referred to as “gun-
jumping” provisions. Firms violating this gun-jumping provision could face delay or derail of public offer-
ing or, even worse, legal lawsuit.
2 For example, Scott Dietzen, the CEO of Pure Storage told a reporter from Harvard Business Review that, 
“When you file an S-1 with the SEC disclosing your IPO plans, you enter a ‘quiet period,’ with strict limits 
on what you may say publicly. If you’re in a competitive space, as we are, you run the risk that competitors 
will spread ‘fear, uncertainty, and doubt’ at a time when you can’t easily respond…” (Dietzen 2016) (see 
https:// hbr. org/ 2016/ 06/ pure- stora ges- ceo- on- choos ing- the- right- time- for- an- ipo).
3 The SEC has a very vague definition of when an IPO quiet period officially begins. However, as 
described in Cedergren (2014), PR Newswire noted in its January 2005 comment letter that a majority (66 
out of 125 surveyed participants) of investor relations professionals thought that the quiet period started 
when the firm filed its first registration statement. Also, as documented in Cedergren (2014), some firms 
do break the “quietness” in the 40-day post-offering quiet period due to the lack of enforcement by the SEC 
after the offering.
4 An article published in The Wall Street Journal on August 11, 2004, illustrates that point. Entitled 
“‘Quiet period’ makes it tough for Google to counter critics”, it describes how Google remained reticent 
about criticism on its auction IPO system and the skeptical comments on its business operations, citing the 
quiet period. As commented by a law professional in the article, “Google has been very, very conservative 
in this area… it’s the only appropriate thing they could have done” (Bialik 2004) (see https:// www. wsj. com/ 
artic les/ SB109 21490 75844 87555).

https://hbr.org/2016/06/pure-storages-ceo-on-choosing-the-right-time-for-an-ipo
https://www.wsj.com/articles/SB109214907584487555
https://www.wsj.com/articles/SB109214907584487555
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is planning an IPO. Prior research finds that investors in a firm give more weight to peer 
disclosure, especially in the year following an initial capital issuance. Since firm disclo-
sure is relatively lacking and less reliable during that period (Shroff et al. 2017), peer dis-
closure provides a benchmark and a richer context for investors to interpret it (Baranchuk 
and Rebello 2018; Roychowdhury et al. 2019; Zhang 2018). By releasing good news dur-
ing the quiet period, identified rivals strategically reveal to the market that the IPO firm 
faces fierce competition, thus injecting additional uncertainty into the IPO process. Identi-
fied rivals’ disclosure further undermines the survival profile of the issuer and dampens 
investors’ interests and expectations, all of which contribute to preempting the competitive 
effects of the IPO firm.

Our predictions notwithstanding, identified rivals may not adjust their disclosures to 
affect an IPO candidate. Because of proprietary costs, it is not clear ex ante whether any 
strategic benefits outweigh the costs of disclosing information to influence the success of 
an IPO. For instance, as identified rivals release more positive information concerning 
their product development and future investment plans, they may leak proprietary informa-
tion to other industry peers. Furthermore, while identified rivals may strategically release 
more positive information during the IPO quiet period, at some point in the future, the tone 
of the information will reverse back to normal since they must disclose the less positive 
news that were withheld during the quiet period. In this regard, Kothari et al. (2009b) show 
that firms withholding bad news ultimately experience a negative stock price reaction of 
much greater magnitude than the positive stock price reaction initially generated from their 
good news disclosures. It is not obvious whether identified rivals are willing to make this 
trade-off.5

Although most IPO firms strictly follow the quiet period regulation for fear of jumping 
the gun and getting punished, there is some evidence (Cedergren 2014) as well as anec-
dotal cases which suggest that some firms are willing to violate the regulation to convey 
information, especially forward-looking information, to a wider public.6 Therefore, it 
is not guaranteed that identified rivals can successfully exploit the externalities of their 
strategic disclosures without any response from the IPO candidates. Hence, we consider 
that whether identified rivals strategically adjust their disclosure behavior during the quiet 
period is an empirical question.

To test our hypothesis, we examine press releases issued by identified rivals. There are 
several advantages to using press releases as a measure of voluntary disclosure. Compared 
to other forms of corporate disclosure, press releases cover a broad range of topics and 
provide a channel for firms to convey information in a more timely and comprehensive 
manner. More importantly, press releases are typically less regulated than official SEC fil-
ings. Therefore, firms have considerable latitude over the content, timing, and language 
to describe their business based on their own strategic preferences (Ahern and Sosyura 
2014; Cedergren 2014; Dyck and Zingales 2003; Kim et al. 2018). Furthermore, the flex-
ibility and comprehensiveness afforded by this disclosure channel allow us to capture and 

5 We examined identified rivals’ buy-and-hold abnormal returns (BHAR) in the post-IPO period. Untabu-
lated results indicate that the abnormal stock returns are negative, which could be related to the normaliza-
tion of identified rivals’ disclosure tone after quiet period ends.
6 For example, in August 2004, right before Google made its IPO, company founders Larry Page and Ser-
gey Brin accepted to be interviewed by Playboy magazine and made several inaccurate statements about 
the company’s performance during the interview. Although the company’s IPO was not totally derailed, 
it raised the possibility of delaying the IPO process (see https:// www. marke twatch. com/ story/ will- playb oy- 
artic le- delay- google- ipo).

https://www.marketwatch.com/story/will-playboy-article-delay-google-ipo
https://www.marketwatch.com/story/will-playboy-article-delay-google-ipo
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measure shifts in disclosure tone arising from changes in a firm’s strategic goals (Burks 
et al. 2018).

Focusing on a set of US IPOs taking place between 2001 and 2017, our initial tests 
compare the disclosure behavior of identified rivals to a control sample of non-identified 
industry peers matched through entropy balancing. Consistent with our hypothesis, we 
find that the typical press release initiated by identified rivals is more positive in tone dur-
ing the IPO quiet period relative to a press release issued in the pre-quiet period, with the 
tone reversing back to the pre-quiet period level in the post-quiet period. Next, we explore 
whether identified rivals make strategic responses out of the concern for increased product 
market competition. Utilizing Factiva’s subject classification scheme, we specifically select 
press releases tagged as “product,” “contract,” or “marketing” in the news subject (NS) 
section, as these are most related to a firm’s product market incentive.7 We find that identi-
fied rivals initiate highly positive press releases about their product market condition dur-
ing the IPO quiet period compared to the pre-quiet period. Furthermore, the tone reverses 
in the post-quiet period.

This result is consistent with the hypothesis that the disclosures of identified rivals are 
strategic in nature, reflecting identified rivals’ incentives in preempting the IPO firm in the 
product market competition. Cross-sectional tests suggest that the tone reversal is mainly 
driven by identified rivals reacting to their competitor’s IPO withdrawal, a result consistent 
with identified rivals feeling less threatened and then normalizing their tone after the IPO 
firm announces its withdrawal from the IPO process.To further rule out the possibility that 
the results are driven by some economy-wide factors, we decompose each press release 
into content as related to industry competition or macro economy. Our results show that 
identified rivals use more positive language in describing their competitiveness within the 
industry during the IPO quiet period. However, this relation is not pronounced for news 
content on macro economy, which reinforces the product market incentive hypothesis.

We then examine whether the strategic changes in disclosure cause disruptions to the 
IPO process, i.e., have real implications. Overall, firms are more likely to withdraw from an 
IPO process when disclosures initiated by the identified rivals become more positive dur-
ing the quiet period. Hence, identified rivals’ positive disclosures do reduce the appeal of 
an IPO firm.

Finally, we consider how identified rivals benefit from their strategic disclosure activi-
ties. Using pairwise product fluidity to proxy for product market threat from the IPO firm, 
we find that as the tone of identified rivals’ press releases gets more positive during the 
quiet period, the product market threat from the IPO firm becomes less intense. This effect 
does not exist for non-identified control firms. On the one hand, this result confirms our 
assumption that firms not identified as direct rivals by the IPO firm are not necessarily 
affected by the IPO case, and that is the reason their disclosure behavior is less likely to 
reduce the competitive threat from the IPO firm. On the other hand, this result is consistent 
with the argument that identified rivals have incentives to adjust the tone of their disclo-
sures to preempt the product market competition in the first place.

This study contributes to several streams of literature. First, it builds on the strategic 
disclosure literature. Studies in this area show that firms alter their disclosure if doing so 
negatively affects other peer firms and helps the disclosing firms gain strategic benefits 
(Ahern and Sosyura 2014; Aobdia and Cheng 2018; Kim et al. 2018). This study extends 

7 The detailed definition of each news subject used in Factiva is described in Sect.  3 Data and research 
design.
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this literature by introducing a strategic benefit for rival firms related to disclosing informa-
tion during the IPO quiet period, namely, to preempt the IPO’s competitive effects.

Second, this paper also relates to research on information externalities. Starting from 
Lang and Stulz (1992), studies in this area usually revolve around disclosures arising from 
bankruptcy announcements and earnings releases (Cazier et al. 2020; Eshleman and Guo 
2014; Pandit et al. 2011) or restatements (Durnev and Mangen 2009; Gleason et al. 2008). 
Deeming these disclosures to be exogenous, the research focus is on their impact on the 
stock market performance and operating decisions of other peer firms. More recently, some 
studies take an opposite approach. They do not assume that firms’ disclosure decisions are 
exogenous; rather, they show that some disclosure decisions are made with the intention to 
take advantage of the externalities of these disclosure activities to gain strategic benefits 
(Aobdia and Cheng 2018; Kim et al. 2018). This study adds to this stream of literature by 
investigating how rival firms strategically exploit the externalities of their positive disclo-
sure during the quiet period to affect the IPO process and post-IPO competition.

Finally, this paper also contributes to the emerging debate on the merits of the IPO quiet 
period rule. Despite it being in force for decades, there is scant research on its effective-
ness and its implications (Bradley et al. 2003, 2004; Cedergren 2014). The SEC initially 
imposed this rule to ensure that investors’ valuation of the IPO firm is not affected by 
biased information from the firm and that potential investors can equally access all material 
information. In the wake of a few high-profile cases, practitioners and even some regulators 
have begun to question its desirability, arguing it can create even greater information asym-
metry between institutional and retail investors.8 By showing that identified rivals modify 
their disclosures during the IPO quiet period to forestall the competitive effects from the 
IPO firms, our paper reveals a previously undocumented and unintended consequence of 
the quiet period rule.

The remainder of this paper proceeds as follows. Section  2 presents our setting and 
develops hypotheses. Section  3 describes the dataset and the research design. Section  4 
reports empirical tests and the results. Section 5 discusses an alternative explanation and 
presents the additional analysis. Section 6 concludes.

2  Research setting and hypothesis development

2.1  Research setting

The goal of this study is to investigate how industry rivals strategically preempt the com-
petitive effects of their peer’s IPO by adjusting their disclosure practices during its quiet 
period. We consider that an IPO firm is most vulnerable to information released by indus-
try rivals during that period since it provides them with strong incentives and opportunities 
to change their disclosure behavior to gain strategic benefits. This setting does offer several 
desirable features for our purpose.

8 After Facebook’s botched debut, several lawmakers began to rethink the informational disadvantage that 
the quiet period rules could bring to average investors, e.g., being kept uninformed of relevant analysis. 
Mary Schapiro, the former chairman of the SEC, noted in her letter to congressman Darrell Issa that the 
agency would review the gag order imposed on firms ahead of IPOs (Eaglesham and Demos 2012) (see 
https:// www. wsj. com/ artic les/ SB100 00872 39639 04442 30504 57761 33227 34045 592).

https://www.wsj.com/articles/SB10000872396390444230504577613322734045592
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First, the quiet period creates an information seesaw between an IPO firm and its rivals. 
IPO firms are restrained in expressing positive comments during this period (Cedergren 
2014), whereas rivals that are publicly traded are free to communicate whatever informa-
tion that can put them in a better light. According to the SEC communication rules, IPO 
firms can continue to disclose “regularly released factual business and forward-looking 
information” during the quiet period.9 However, for a private company that does not con-
duct regular public communication activities before its initial S-1 filing, any incidental 
information release, especially forward-looking information after its S-1 filing, is likely to 
be under heightened SEC scrutiny. The fact that the SEC does not precisely define what 
types of communications are barred or allowed implies that the quiet period rules them-
selves are subject to interpretation. On top of that, a few high-profile gun-jumping cases 
highlight the serious consequences of violating the rules.10 In practice, firms going public 
tend to err on the side of caution and refrain from making too many comments, even if 
they’re in a predicament from negative media coverage.11

Second, when an IPO firm files S-1 with the SEC, it must disclose information related 
to its competition in the Competition section. In this section, the IPO firm specifically iden-
tifies which industry rivals are currently competing with the firm. This feature allows us to 
extract the names of these identified rivals and substantiate their competing relations with 
the IPO firm. These rivals have the strongest incentives to take measures to preempt the 
competitive effects from the IPO.

Third, identified rivals may have been aware of the existence of an IPO firm for some 
time. However, the filing date of the IPO firm’s initial registration statement (or the start 
of the IPO quiet period) is when the investment community first knows about the direct 
competing relationship between the identified rivals and the IPO firm. Moreover, such a 
date is largely independent of identified rivals’ control. Investors’ knowledge of the IPO 
firm’s potential competitive threat to its identified rivals is likely to incentivize these rivals 
to strategically disclose information to influence investors’ perceptions and further affect 
the IPO’s success. Therefore, non-IPO related factors are less likely to drive any change in 
identified rivals’ disclosure behavior from before the S-1 filing date to after that date.

However, firms in the same industry may file a registration statement (S-1) and 
announce their attempt to list their stocks concurrently, which implies that the competitive 
effects of one IPO case are likely confounded by other concurrent industry IPOs. Hence, in 
line with Hsu et al. (2010), we adopt a selection approach and we identify the largest IPO 
(i.e., offering amount) per industry and year,12 thus minimizing the confounding effects 
from other same industry IPOs. Since large IPOs usually attract significant media attention, 

9 SEC release No. 33–8591 addresses communication rules related to public offerings. In this document, 
the SEC has specified that an issuer’s release of new types of financial information or projections during the 
quiet period will likely constitute a violation of the rules.
10 For example, online grocer Webvan Group Inc. had to delay its IPO in 1998 after its CEO granted an 
interview to a reporter before the IPO, and the company disclosed material information through a confer-
ence call without making the same information available to the public. Salesforce.com was forced also to 
delay its IPO after its CEO discussed the company’s business and competitors in The New York Times.
11 For instance, the SEC imposed a cooling-off period on Groupon’s IPO because of concern over the 
firm’s performance metrics presented in its prospectus. However, when asked to comment on the SEC’s 
decision, the firm declined and cited a quiet period (Wasserman 2011) (see https:// masha ble. com/ 2011/ 07/ 
27/ group on- sec- ip/).
12 As documented in prior literature, there are some data issues with the date of the IPO and its industry 
classification in the SDC Platinum. We follow Hsu et  al. (2010) in validating this key information using 
COMPUSTAT, Nasdaq, and EDGAR. Industry is classified by the first two digits of the SIC code.

https://mashable.com/2011/07/27/groupon-sec-ip/
https://mashable.com/2011/07/27/groupon-sec-ip/
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being labeled as identified rivals does put these firms under the limelight. Hence, they are 
more likely to be compared with the IPO firm during the entire IPO process, thus provid-
ing them with incentives to strategically respond to the IPO effects during the quiet period.

2.2  Hypothesis development

Prior evidence suggests that firms can use strategic disclosures to derail competitors’ plans. 
For instance, managers can issue significantly more positive or negative news to manipu-
late a bidder or a target’s stock price and then the cost of the deal during merger negotiation 
periods (Ahern and Sosyura 2014; Kim et al. 2018). A firm can also hurt rivals’ product 
market competition by releasing more positive news during those rivals’ labor renegotia-
tions (Aobdia and Cheng 2018). Sometimes, managers are even willing to issue more nega-
tive news to deter new entrants (Burks et al. 2018).

In a similar way, since a public listing in the stock market brings competitive advantages 
to the IPO candidates and the opposite outcomes to the industry incumbents (Hsu et  al. 
2010), identified rivals have a strong incentive to preempt the competitive threat from an 
IPO candidate. The quiet period offers identified rivals an opportunity to use strategic dis-
closures to undermine a firm’s IPO plans since they are not bound by the quiet period rule. 
As disclosing information is not without costs for industry rivals (Botosan and Stanford 
2005; Verrecchia and Weber 2006), it is highly conceivable that identified rivals will adopt 
the most cost-effective approach to release information strategically to deal with the inten-
sifying competition. Moreover, their competing relationship has never been so salient and 
informative to the whole investment community, which relies on the information from the 
most comparable firms to evaluate the worth of the IPO firm. Indeed, prior literature docu-
ments that investment firms tend to choose comparable firms based on peer firms identified 
in the IPO registration statement as the direct competitors of the IPO firm (Kim and Rit-
ter 1999). Thus, if identified rivals intend to preempt the competitive effects of the largest 
IPOs (Hsu et al. 2010; Spiegel and Tookes 2020), one should expect to see a significant 
increase in the positivity of tone of the identified rivals’ communications, such as their 
press releases, during the IPO quiet period.

It is also possible that identified rivals could release significantly negative disclosures 
with the aim of influencing investors’ perception of industry prospects and discouraging 
their enthusiasm for the new issuance (Billett et al. 2020). However, we think this effect is 
not dominant for the following reasons. By focusing on the largest IPOs within an industry 
rather than pooling IPOs at the industry level (and thus including many small firms), we 
consider that the influence on rivals’ disclosure behavior is less likely due to the negative 
industry-wide trends. Furthermore, as documented by Spiegel and Tookes (2020), while 
some large IPOs may pose a competitive threat to other industry incumbents, most small 
IPO cases are driven by industry-wide trends of product commoditization that drive down 
profit. It could be the case that the industry-wide product commoditization drives more 
IPO attempts within the industry, as well as the rivals’ declining earnings performance and 
then strategic disclosure behavior. However, our focus on the most influential IPO cases 
and their competitive relationships with identified rivals helps rule out this prediction. 
Therefore, we make our first prediction as follows:

H1 The disclosure tone of press releases initiated by identified rivals becomes more posi-
tive during the IPO quiet period compared to control firms.
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Next, we investigate identified rivals’ product market incentives behind their dis-
closure activities. A public offering recapitalizes the issuing firm, lowers its leverage, 
and provides it with more financial flexibility. Using this equity capital on product 
marketing or research and development, IPO firms can expand their productive capac-
ity, enhance their product heterogeneity, and capture larger market shares in the future 
(Spiegel and Tookes 2020). Therefore, a major IPO could intensify the product market 
competition between the identified rivals and the IPO firm, as well as facilitate the 
product commoditization within the whole industry. These outcomes incentivize the 
identified rivals to differentiate their product from industry peers and to show better 
growth prospects through their product market related press releases. We label this as 
a “product market incentive.” To investigate such motivation, we analyze the content 
of these rival firms’ press releases as it reveals the disclosing firms’ incentives (Burks 
et al. 2018). We hypothesize the incentives for identified rivals as follows:

H2 The disclosure tone of product market related information becomes more positive dur-
ing the IPO quiet period to enable identified rivals to differentiate themselves from others 
and enhance market perceptions about their product market competitiveness position.

Research on intra-industry information diffusion provides evidence that rival firms’ 
disclosures contain information about the economic conditions of other firms (Gleason 
et  al. 2008; Lang and Stulz 1992; Roychowdhury et  al. 2019). Not only do manag-
ers of the other firms learn from their rivals’ disclosures and adjust their own invest-
ment decisions (Durnev and Mangen 2020), but investors also keep track of these rival 
firms’ disclosed information and react accordingly (Baranchuk and Rebello 2018; 
Thomas and Zhang 2008). The issue of information asymmetry in the capital-raising 
process is well documented in early research (Benveniste and Spindt 1989; Myers and 
Majluf 1984; Rock 1986). However, the quiet period provides investors with incentives 
to compare the IPO firm with other publicly traded incumbents, especially those that 
are directly competing with the IPO firm, to get perspectives about whether the IPO 
candidate is going to perform well in the future and whether they should invest in the 
public offering.

By initiating more positive disclosures, identified rivals convey the message to the 
market that they are doing well in the product market sphere. Hence, identified rivals’ 
strategic disclosures during the IPO quiet period suggest to the market that the IPO 
firm may face intense competition from its direct rivals. And this message is likely to 
raise investors’ doubts about the IPO firm’s future profitability and success, resulting 
in a higher likelihood of disruptions to the IPO process. Besides, if identified rivals’ 
incentive to change their disclosure is to enhance their product market competition, 
one is likely to observe a negative relationship between the strategic changes in disclo-
sure tone and the product market threat from the IPO firm after the IPO quiet period. 
Thus, we test the following hypothesis:

H3a The positive changes in identified rivals’ disclosure tone during the quiet period 
increase the likelihood of disruption to the IPO process.

H3b The positive changes in identified rivals’ disclosure tone during the quiet period 
reduce the competitive threat from the IPO firm in the post-quiet period.



383Competitive threat and strategic disclosure during the IPO…

1 3

3  Data and research design

3.1  The IPO data

We obtain an initial sample of IPOs from the SDC Platinum (now Thomson/Refini-
tiv). Some key data used in this study, such as the filing date, withdrawal date, or offer-
ing amount, are corrected and augmented with data from the Nasdaq website, EDGAR, 
and credible news agencies such as Reuters and Business Wire. The start year of our IPO 
sample is 2001 because press releases published before the year 2000 are incomplete on 
Factiva. In order to include every press release issued by the identified rivals and control 
firms around the initial IPO registration date, we begin the sample in 2001. We end the 
sample period in 2017 to ensure that data for post-IPO quiet period are available for some 
recent IPO cases. We first follow the IPO sample selection criteria applied in Boone et al. 
(2016),13 and collect a total of 1612 IPO events. We further exclude IPOs in the financial 
and utility industries due to their special features in regulated industries.14

It is worth noting that firms can make several IPO registration statements before they 
finally go public. Some firms may choose to abort their IPO plan before they file a regis-
tration statement again several years later, but their registration statement, especially their 
description of the firm’s current industry competition, remains largely unchanged in most 
IPO cases. This feature has several implications. It first implies that investors could already 
know about an IPO event and its impact on its identified rivals if this is not the IPO firm’s 
very first public listing attempt. Identified rivals should feel less incentivized to take stra-
tegic actions to preempt the IPO’s competitive effects if they sense that their competing 
relationship is already known to investors, and investors are very likely to have more infor-
mation and thus rely less on peer information to assess the value of the IPO firm for later 
public listing attempts. It could also be the case that identified rivals make strategic disclo-
sures way before the quiet period of the second public listing attempt if they sense that the 
IPO firm will not give up their public listing decision, making it difficult for us to pin down 
the starting point and then capture the total effect of disclosure changes. Additionally, this 
feature also suggests that it is possible that the pre-quiet period of the second IPO attempt 
could be confounded by the post-quiet period of the first IPO attempt if the two are in prox-
imity. Therefore, to provide a clean setting and to effectively capture the changes in rivals’ 
disclosure behavior, we examine the identified rivals’ strategic disclosure behavior around 
the IPO firm’s initial public listing attempt. This restriction, coupled with the criteria of 
non-missing data for the initial registration and withdrawal announcement, further reduces 
the sample size to 1135 IPO events.

Private firms in the same industry may choose to enter the IPO process simultaneously 
or in proximity to take advantage of a favorable market condition. To study the changes 

13 We apply the following criteria in selecting IPO events: the offering of common stock is made by a US-
based private company; the stock is listed on a major US exchange (New York Stock Exchange, Nasdaq, 
American Stock Exchange); the offer price is above $5. We also exclude American depository receipts, 
reverse leveraged buyouts, closed-end funds, limited partnerships, unit investment trusts, tracking stocks, 
two-tranche offerings, simultaneous international offerings, and IPOs of non-common shares.
14 These two industries are highly regulated with great barriers to market entry. Many firms mention in 
their prospectus that they do not face direct competition in their major service area, or that their competitors 
are owned by the same large investors. For example, please find the discussion on industry competition in 
American Water Works Company’s IPO prospectus through the following link (see https:// www. sec. gov/ 
Archi ves/ edgar/ data/ 14106 36/ 00011 93125 08088 989/ d424b4. htm).

https://www.sec.gov/Archives/edgar/data/1410636/000119312508088989/d424b4.htm
https://www.sec.gov/Archives/edgar/data/1410636/000119312508088989/d424b4.htm
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in rival firms’ disclosure behavior around an IPO event means that we need to compare 
these firms’ disclosure behavior from treatment period to control period. The fact that other 
same-industry IPOs may occur in either treatment or control periods and can then affect 
the rival firms’ behavior makes it crucial to identify IPOs with the lowest likelihood of 
other IPOs contaminating the results. Therefore, we follow Hsu et  al. (2010)’s “largest 
IPO volume” approach15; there are 285 IPO events that satisfy this identification approach. 
Table 1 Panel A outlines the sample selection procedure for IPO events in detail. Table 1 
Panel B provides the year composition of IPO sample and the yearly distribution of identi-
fied rivals’ disclosure tone. Table 1 Panel C shows the industry composition of IPO sam-
ple. Except for years immediately after the financial crisis, the IPO sample is pretty much 
evenly distributed across all sample years. Consistent with other IPO studies, technology, 
life science, and trade and services firms account for most IPOs.

To examine identified rivals’ disclosure behavior around the IPO quiet period, we first 
need to define the cut-off dates. Based on SEC guidelines, the quiet period begins when 
the initial registration statement is made effective and lasts for 40  days after the stock 
begins trading. However, that 40-day post-offering quiet period is hardly “quiet” anymore, 
because it is difficult for the SEC to punish non-compliance once the firm becomes pub-
lic, but that is not the case with the pre-offering quiet period. Not only is the SEC more 
vigilant to an IPO firm’s information release prior to the offering date, but the agency also 
has the power to enforce the communication rules and punish any non-compliance through 
delaying or even derailing the public offering. Indeed, prior research shows that there is a 
significant variation in the degree of IPO candidates’ compliance with the quiet period rule 
after the offering date. A number of firms do release earnings announcements or even hold 
conference calls during this post-offering quiet period, and these firms are found to obtain 
more analyst coverage (Cedergren 2014). The lack of SEC enforcement on post-offering 
violations emboldens some IPO candidates to break the “quietness.” Therefore, to provide 
a clean setting in which the IPO firms are strictly regulated in their information dissemina-
tion and thus creating opportunities for identified rivals to exploit this constraint, in this 
study we focus on the pre-offering quiet period, which starts from the date when a com-
pany first files a registration statement (S-1) with the SEC and ends on the IPO offering 
or withdrawal date. In our sample, the median length of the IPO quiet period for all 1135 
IPO events is around 120 days. In order to facilitate the comparison of identified rivals’ 
disclosure behavior from before, during, and after the quiet period, we define the following 
periods:

(1) Pre-quiet period: the 120 days immediately preceding the day when the IPO firm files 
its initial security registration statement. This window spans t = − 120 to t = − 1 relative 
to the IPO firm’s release of its initial S-1 filing.

(2) Quiet period: the period stretching from initial S-1 filing date to the IPO date or with-
drawal date.

(3) Post-quiet period: the 120 days following the ending date of the quiet period, so the 
window spans t =  + 1 to t =  + 120 relative to the quiet period ending date.

15 As argued in that study, this selection approach enables one to make the most use of the data without 
arbitrarily setting a cut-off value for the purpose of defining what a large IPO volume is.
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Financial variables for the identified rivals are measured at the quarter end immediately 
preceding the start of each event period, and we collect all firm-initiated press releases 
issued during the period starting from the beginning of the pre-quiet period to the end of 
the post-quiet period.

3.2  Identified rivals, control firms, and firm‑initiated press releases

To collect information on these identified rivals, we read each of the 285 IPO prospec-
tuses and collect the name of every identified rival from the Competition section. After this 
procedure, we identify a total of 1484 firms from these 285 prospectuses.16 A total of 397 
out of the 1484 firms can be matched with a COMPUSTAT industrial record and have no 
missing values for all control variables and textual variables. Table 2 Panel A describes the 
sample construction of the identified rivals.

To mitigate the concern that the changes in identified rivals’ disclosure behavior are due 
to noise in the estimation, we generate a sample of control firms and implement an entropy 
balancing technique to match the identified rivals and control observations. Table 2 Panel 
B presents the sample construction of control firms. We identify control firms as those 
operating in the same industry as the IPO firm but are not identified as the direct rivals 
by the IPO firm. Industry classification is based on the first 2-digit SIC code. Then, we 
restrict our control firm sample to those firms with non-missing values for control vari-
ables and textual variables for at least two consecutive event periods to analyze the changes 
in disclosure behavior. The final sample of matched control firms consists of 670 control 
firms in total. These 670 control firms correspond to 107 IPO events, and 267 identified 
rival instances. The identified rivals and control firms are matched in Size, ROA (return on 
assets), and Tobin’s Q. For each identified rival and control firm, we obtain financial data 
from COMPUSTAT, stock return data from CRSP, and analyst forecast data from I/B/E/S.

In the main analysis of this study, we follow Ahern and Sosyura (2014) and Kim et al. 
(2018) and collect press releases issued from the beginning of the pre-IPO quiet period 
through to the end of post-IPO quiet period from the top four press release distribution 
services: PR Newswire, Business Wire, Market Newswire, and GlobeNewswire. Dow 
Jones News Services is used as a supplemental news source. We utilize Factiva’s Intelligent 
Indexing code to identify and machine-read the content of firm-initiated press releases. To 
make sure that a firm delivers substantive information to the public through press releases, 
we require that the press release selected for textual analysis contains at least 50 words 

16 Please find a few examples of identified rivals in "Appendix C".
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Table 1  IPO sample and the selection procedures

Panel A: IPO sample construction

Data attribution process No. of IPO cases
Number of IPO events from years 2001 to 2017 (from SDC Platinum initial IPO selec-

tion criteria follow Boone et al. [2016])
1612

Exclude
IPO events in financial and utility industries (SIC 4900–4999, 6000–6999) (382)
IPO events with missing initial registration statement or the timing of the initial registra-

tion or withdraw statement is not available in EDGAR 
(20)

IPO events of which the initial registration statement is earlier than January 1, 2001, in 
EDGAR 

(20)

IPO events that are not related to the initial efforts in security registration (55)
Total number of IPO events 1135
Select
IPO events with the largest offering amount within the SIC 2-digit industry in a given 

year (information on IPO offering amount is obtained from Nasdaq website, firm’s own 
S-1 filing, and credible press sources such as Reuters or Business Wire)

285

Panel B: Year distribution of IPO sample and identified rivals’ disclosure tone

Year of initial registration 
statement

Frequency Percent of sub-
sample

Tone_netpositive Sentiment_
netscore

2001 17 5.96 0.817 0.015
2002 19 6.67 0.810 0.017
2003 11 3.86 1.592 0.025
2004 27 9.47 0.728 0.016
2005 25 8.77 0.700 0.016
2006 22 7.72 1.013 0.020
2007 18 6.32 1.968 0.032
2008 18 6.32 0.847 0.020
2009 12 4.21 0.866 0.019
2010 19 6.67 1.174 0.018
2011 22 7.72 1.149 0.017
2012 10 3.51 1.170 0.019
2013 15 5.26 0.992 0.019
2014 10 3.51 1.315 0.020
2015 17 5.96 1.180 0.022
2016 11 3.86 0.868 0.017
2017 12 4.21 0.614 0.015
Total 285 100
Panel C: IPO sample: Industry composition

Industry Frequency Percent of 
subsam-
ple

Industry Frequency Percent of 
subsam-
ple

Agricultural Production 4 1.40 Local & Interurban Passenger 
Transit

1 0.35

Forestry 1 0.35 Trucking & Warehousing 5 1.75
Metal, Mining 2 0.70 Water Transportation 3 1.05
Coal Mining 3 1.05 Transportation by Air 5 1.75
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The IPO sample consists of 285 US firms that file an initial registration statement from January 1, 2001, to 
December 31, 2017. The initial IPO sample is generated from the SDC Platinum, and some key data used 
in this study are augmented and corrected using information from the Nasdaq website, SEC’s EDGAR, and 
press releases from Reuters and Business Wire. We exclude American depositary receipts, reverse lever-
aged buyouts, closed-end funds, limited partnerships, unit investment trusts, tracking stocks, two-tranche 
offerings, and simultaneous international offerings, and any IPO consisting of non-common shares or with 
an offer price of less than $5. We also eliminate firms in the financial and utilities industries and firms with 
missing date for their initial registration statement. To identify IPOs with the lowest likelihood of other 
IPOs contaminating the results, we apply the approach from Hsu et al. (2010) and focus on IPOs with the 
largest offering amount in the SIC 2-digit industry in a given year. Panel A provides details on the sample 
construction of the IPO sample. Panel B provides the yearly distribution of the sample, based on the year 
of the initial filing date. Panel C provides the industry composition of the sample, based on the first 2-digit 
SIC code

Table 1  (continued)

Panel C: IPO sample: Industry composition

Oil & Gas Extraction 13 4.56 Pipelines, Except Natural Gas 1 0.35
General Building Contractors 4 1.40 Transportation Services 5 1.75
Heavy Construction, Except 

Building
1 0.35 Communications 12 4.21

Special Trade Contractors 2 0.70 Wholesale Trade – Durable 
Goods

10 3.51

Food & Kindred Products 11 3.86 Wholesale Trade – Nondurable 
Goods

4 1.40

Tobacco Products 1 0.35 Building Materials & Garden-
ing Supplies

1 0.35

Apparel & Other Textile 
Products

1 0.35 General Merchandise Stores 1 0.35

Lumber & Wood Products 1 0.35 Food Stores 3 1.05
Furniture & Fixtures 2 0.70 Automotive Dealers & Service 

Stations
1 0.35

Paper & Allied Products 3 1.05 Apparel & Accessory Stores 4 1.40
Printing & Publishing 1 0.35 Furniture & Home Furnishings 

Stores
2 0.70

Chemical & Allied Products 17 5.96 Eating & Drinking Places 9 3.16
Petroleum & Coal Products 6 2.11 Miscellaneous Retail 11 3.86
Rubber & Miscellaneous 

Plastics Products
2 0.70 Hotels & Other Lodging Places 1 0.35

Stone, Clay, & Glass Products 1 0.35 Personal Services 1 0.35
Primary Metal Industries 3 1.05 Business Services 17 5.96
Fabricated Metal Products 6 2.11 Auto Repair, Services, & 

Parking
3 1.05

Industrial Machinery & Equip-
ment

15 5.26 Motion Pictures 5 1.75

Electronic & Other Electric 
Equipment

17 5.96 Amusement & Recreation 
Services

6 2.11

Transportation Equipment 11 3.86 Health Services 15 5.26
Instruments & Related Products 15 5.26 Educational Services 4 1.40
Miscellaneous Manufacturing 

Industries
3 1.05 Engineering & Management 

Services
9 3.16

Total 285 100
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Table 2  Identified rivals, control firms, and firm-initiated press releases

Panel A: Sample construction of identified rivals

Data attribution process No. of identi-
fied rival 
instances

Firms that are identified as directly competing rivals by IPO firm in the initial registration 
statement (related to the largest 285 IPO case)

1484

Exclude
Identified rivals whose name cannot be manually matched to a company in the COMPUS-

TAT industrial file
(655)

Identified rivals with missing data for control variables (439)
Total number of identified rival instances for further press articles search 400
Identified rivals with no press release issued During any one of the three pre-defined event 

periods
(3)

Sample of Identified Rivals Before Matching
Total number of identified rival instances 397
Total number of IPO events corresponding to the 397 identified rival instance 163
Total number of identified rival-period observations 1191

Panel B: Sample construction of control firms

Data attribution process No. of 
matched firm 
instances

Control firm observations whose 2-digit SIC is the same as that of IPO firms from  
COMPUSTAT industrial record

11,246

Exclude
Control firm observations with missing quarterly data for control variables (10,471)
Total number of control firm observations for further press release search 775
Control firm observations with no press release issued during any one of the three pre-

defined event periods
(105)

Sample of Matched Control Firms and the Corresponding Identified Rivals
Total number of entropy matching firm observations 670
Total number of entropy matching firm-period observations 1993
Total number of identified rival instances corresponding to the 670 entropy matching firm 

observations
267

Total number of IPO events corresponding to the 267 identified rival instances 107

Panel C: Sample of firm-initiated press releases

Press articles Identified rivals Entropy match-
ing firms

News sources Business Wire, PR Newswire,  
Marketwire, Globe Newswire

Number of firm-initiated press releases 30,381 26,046
Number of days in the sample 4467 4050
Number of firm instances 397 670
Number of firm-period observations 1191 1993
Number of firm-initiated press releases for analysis in 

Table 5
46,941

Number of firm-days with at least one press release for 
analysis in Table 5

37,594
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(WC field > 50, in which WC implies word count) and can be successfully parsed. The 
details of the firm-initiated press releases are reported in Table 2 Panel C.

3.3  Measures of disclosure tone and content

To investigate identified rivals’ strategic disclosure behavior, we construct two primary 
measures of disclosure tone. Following prior literature (e.g., Bushee et al. 2018; Jiang et al. 
2019), we first use the standard dictionary method—Loughran-McDonald Master Diction-
ary (Loughran and McDonald, 2011)—to identify tone words. Tone_netpositive(article) is 
defined as the difference between the number of positive words and the number of nega-
tive words scaled by the total content word count of each press release.17 Depending on 
different regression specifications, we aggregate article level tone word count at the daily 
level, such as the variable Tone_netpositive, or at the news subject period level, such as 
Market_netpositive. Further details on the construction of key disclosure tone variables are 
provided in “Appendix A”.

Our second measure of disclosure tone relies on an enhanced lexical resource—
SentiWordNet—to gauge the numerical scores of each term’s positive and negative 
sentiment information.18 Each term in the press release is associated with two numeri-
cal scores ranging from 0 to 1, indicating its positive and negative connotation. Sen-
timent_positivity/negativity(article) is defined as the average of positivity/negativity 
scores of each term across the whole article, and the Sentiment_netscore(article) is 
constructed by taking the sum of positivity and negativity scores.19 In line with dif-
ferent regression specifications, the sentiment tone variables are defined at the daily 
level, such as variable Sentiment_netscore, or at the news subject period level, such as 
Market_netscore.

This table reports the sample construction of identified rivals (Panel A), control firms (Panel B), and firm-
initiated press releases (Panel C). Identified rivals are defined as the firms identified by the IPO firm in 
its initial registration statement as the direct rivals. Control firms are firms that are operating in the same 
industry (industry classification is based on first 2-digit SIC code) but are not identified as rivals in the IPO 
firm’s initial registration statement. Press releases are hand-collected from Factiva. To focus on the strategic 
disclosure behavior of the identified rivals, we require that the press releases selected are initiated by the 
firm itself, instead of by external news agencies. Also, to make sure that the press releases contain substan-
tive content, we require that the press releases selected contain at least 50 words. (WC field > 50)
This Panel C shows the details of firm-initiated press releases for identified rivals and entropy matching 
firms. Press releases are hand-collected from Factiva. To focus on the strategic disclosure behavior of the 
identified rivals, we require that the press releases selected are initiated by the firm itself, instead of by 
external news agencies. Also, to make sure that the press releases contain substantive content, we require 
that the press releases selected contain at least 50 words (WC field > 50)

Table 2  (continued)

17 If there are negation words (e.g., not, no, none, despite, neither) within three words before a positive 
word, we also count the positive word as negative.
18 This approach is widely used in opinion mining applications. It has a large corpus of part-of-speech 
(POS)-tagged English words along with their sentiment. The advantage of this approach is that it marks 
up the positivity or negativity of a term based on its definition and its context, for example, its relationship 
with adjacent words in a phrase or sentence. Therefore, this approach nicely complements the bag-of-words 
approach that depends on manually built dictionaries.
19 Sentiment_negativity is defined as the raw average sentiment score on negativity connotation multiplied 
by − 1.



390 Y. Qiu et al.

1 3

In addition to identifying the changes in disclosure tone of press releases, we also ana-
lyze the content of their disclosure to examine the product market incentives of identified 
rivals’ strategic disclosures. Based on Factiva’s subject classification scheme, we define the 
product market category as consisting of news on Marketing (C31), Products (C22), and 
Contract (C33).20 Table 3 reports the description for these subject codes on Factiva.

3.4  Descriptive statistics

Table 4 Panel A presents the descriptive statistics for the disclosure variables for all sam-
ple firms. Tone_netpositive(article) and Sentiment_netscore(article) are defined at the arti-
cle level, and these article level tone measures are then aggregated at the firm-day level, 
because firms, especially larger firms, usually release more than one press release during a 
day. The mean values for Tone_netpositive(article) and Sentiment_netscore(article) (0.850 
and 0.015, respectively) and their firm-day level counterparts (1.060 and 0.019, respec-
tively) are positive, suggesting that firms are more likely to release overall positive infor-
mation to the public.

Table  4 Panel B reports the disclosure tone for identified rivals and matched firms 
along three event periods. The identified rival sample of 267 firms is matched with 
the group of 670 control firms through entropy balancing. The mean values of Tone_
netpositive(article) and Sentiment_netscore(article) are displayed for each group dur-
ing the three event periods. From the pre-quiet period to the quiet period, the identified 
rival group experiences an increase in Tone_netpositive(article) to 0.512; in contrast, the 
matched firm group’s Tone_netpositive(article) only increases very modestly by 0.008. 
Further, the disclosure tone in the post-quiet period seems to revert to the pre-quiet 
period levels for the identified rivals, with the mean value for Tone_netpositive(article) 
decreasing to 0.467 and the Sentiment_netscore(article) to 0.013, which is even lower 
than the average tone for the pre-quiet period. However, this reversal is less obvious for 
matched control firms. The initial increase and then reversal of the disclosure tone pro-
vide partial evidence for the first hypothesis that identified rivals have strategic incen-
tives to initiate more positive information during the IPO quiet period compared to the 
matched control firms.

Table 4 Panel C shows the period average of daily level disclosure tone of news dimen-
sions classified as Industry Competition and Macro Economy across both identified rivals 
and matched control firms. Overall, firms use much more positive language when they talk 
about their competitiveness within the industry than about the macro economy. Further, the 
increase in net tone for Industry Competition related content is more pronounced than for 
Macro Economy related information. Panel D presents the period level disclosure charac-
teristics for identified rivals based on product market related news subjects. The product 
market related content category includes news subjects on marketing, product, and con-
tract, all directly related to the product market competition faced by identified rivals. Panel 
E displays the mean value of subject-tone proxies for each of the three event periods. The 

20 As discussed earlier, Factiva has set a fixed structure of Intelligent Indexing Field to organize its pub-
lished news articles. One of the data fields is news subject (NS), which is used to keep track of the subjects 
of each press release.
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product market related press releases become much more positive in the quiet period com-
pared to the pre-quiet period.

Table 4 Panel F presents descriptive statistics for relevant firm variables. The average 
Size_IPO (natural logarithm of total assets) equals 18.880. If translated into dollar value, it 
is similar to the figure in Hsu et al. (2010). However, the average value for Size for identi-
fied rivals is greater than the corresponding figure for incumbent firms in Hsu et al. (2010), 
which, if we take the natural logarithm, equals 18.365. A likely explanation for the differ-
ence is that our sample of rival firms includes only firms identified by the IPO firm as a 
direct rival, whereas Hsu et al. (2010) include all firms sharing the same first 2-digit SIC 
code. It is highly likely that the IPO firm tends to compare itself against already established 
and highly valued companies in its registration statements to emphasize its own growth 
potential. Before entropy balancing, identified rivals and control firms are largely compara-
ble in leverage, profitability, and growth potential, but identified rivals have higher analyst 
coverage and stock price than control firms, which may be due to the slightly larger size of 
identified rivals. Product Fluidity, the pairwise product market similarity between the IPO 
firm and the identified rivals, measures the product market threats from the IPO firm right 
after the quiet period ends. The mean value of Product Fluidity is 0.075, which is higher 
than the average pairwise fluidity score of 0.060 for all sample firms in the Hoberg-Phillips 
Data Library, consistent with the fact that the IPO firm and the identified rivals are directly 
competing with each other in the product market sphere.

4  Empirical results

4.1  Disclosure of identified rivals around the IPO quiet period

We test whether the identified rivals release more positive news during the IPO quiet 
period, a time during which their competitor—the IPO firm—faces strict regulation in its 
public communication (H1). The treatment sample—identified rivals is first matched with 
a control group consisting of the IPO firm’s other industry peers that are not identified as 
the direct rivals. We then estimate the following regression:

where DisclosureTone is the firm-day level tone measure (Tone_netpositive, Sentiment_
netscore) defined in Sect. 3.3. The choice of control variables follows prior literature (e.g., 
Aobdia and Cheng 2018; Bushee et al. 2010; Shroff et al. 2013). We control for the market-
to-book value of assets (Tobin’s Q), the number of analysts following the firm (AnalystFol-
low), the return of assets (ROA), the natural logarithm of company assets (Size), the loga-
rithm of market capitalization (MarketCap), the total debt to assets ratio (Leverage), and 
the logarithm of stock price (StockPrice), as these firm characteristics are found to predict 
firm disclosure behavior. All these variables are measured at the prior quarter end immedi-
ately preceding the focal event period. To mitigate the effect of extreme observations, we 
winsorize all continuous control variables at the first and 99th percentiles.

DuringQuiet is an indicator variable that takes the value of one if the observation occurs 
during the IPO quiet period and zero if it occurs in the pre-quiet period. IdentifiedRival is 
an indicator variable that is equal to one if firm i is an identified rival in IPO firm’s initial 

(1)
DisclosureTonei,t = �0 + �1DuringQuieti,t × IdentifiedRivali + �2DuringQuieti,t + Controlsi,t + �i
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registration statement and zero otherwise.21 The variable of interest is DuringQuiet × Iden-
tifiedRival, and the coefficient on this interaction term captures the incremental changes in 
the identified rivals’ disclosure tone from pre-quiet period to quiet period relative to that of 
the matched control firms.

Figure 1 plots the changes in tone around the IPO quiet period.22 In economic terms, the 
daily average disclosure tone of a firm’s press release becomes more positive by approxi-
mately 15% during the IPO quiet period.

Table  5 Panel A presents the results of Model [1]. The interaction term Dur-
ingQuiet × IdentifiedRival is positive for both Tone_netpositive (0.155; P < 0.1) and Sen-
timent_netscore (0.003; P < 0.01) specifications. The positive coefficient indicates that as 
a firm files its initial registration statement and enters the IPO quiet period, its identified 
rivals are increasingly likely to disclose positive news during the IPO quiet period relative 
to the pre-quiet period. The mean of Tone_netpositive is 1.060. Thus, the estimated coef-
ficient of 0.155 in the first regression suggests that identified rivals, on average, increase 
the net positive tone of their press release by approximately 14.6% in the IPO quiet period 
(0.155/1.060 = 0.146). Similarly, in the fourth column, the coefficient on the interaction 
term equals 0.003. Compared with an average Sentiment_netscore of 0.019, the net sen-
timent score of press release increases by approximately 15.8% in the IPO quiet period 
(0.003/0.019 = 0.158).

To determine whether the net tone increase is influenced by the noticeability and impor-
tance of identified rivals, we partition the sample identified rivals between those that are 
highly noticeable and those that are less noticeable, with the level of noticeability measured 
by the total number of direct rivals identified by the IPO firms.23 A direct rival firm that is 

Table 3  Factiva subject code and description

This table shows the detailed definition of three news subjects (NS) that are classified as related to identi-
fied rivals’ product market incentives

Factiva NS Descriptor Description

C31 Marketing Promoting and pricing of products or services. 
Brand development. Public, customer, and 
investor relations

C22 Product Introduction, preview, or announcement of a 
new product or service. Includes product or 
service enhancements, improvements, and 
new versions. Does not include products 
still in the early developmental stages or the 
opening of new facilities such as factories or 
retail stores

C33 Contract All contractual agreements involving companies

21 Considering the IPO offering process is relatively short, we can reasonably assume that the direct com-
peting relationship between the identified rivals and the IPO firm exists from the start of the pre-quiet 
period to the end of the post-quiet period.
22 In Fig. 1, Period 0 denotes the quiet period, and Period − 1 and Period 1 represent the pre- and post-
quiet period, respectively. Figure 1a plots the changes in article level word-count tone measure (based on 
the Loughran-McDonald Dictionary) around the IPO quiet period, and Fig. 1b plots the changes in senti-
ment score (another tone measure based on SentiWordNet) across the three time periods.
23 Firms that are identified by an IPO firm whose total number of identified rivals are below the median are 
classified as “highly noticeable” rivals; otherwise, they belong to the “less noticeable” group.
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Table 4  Descriptive statistics

Panel A: Descriptive statistics of disclosure tone for the entire sample of firms

Variable N Mean SD P25 P50 P75
Firm-day level (Loughran-McDonald Dictionary)
Tone_netpositive 37,594 1.060 1.874 0.000 0.902 1.841
Tone_positive 37,594 1.871 1.772 0.875 1.493 2.346
Tone_negative 37,594 0.811 1.060 0.129 0.498 1.110
Firm-day level (SentiWordNet score)
Sentiment_netscore 37,594 0.019 0.018 0.009 0.015 0.023
Sentiment_positivity 37,594 0.037 0.026 0.026 0.031 0.039
Sentiment_negativity 37,594 − 0.019 0.013 − 0.022 0.016−  − 0.012
Article level (Loughran-McDonald Dictionary)
Tone_netpositive (article) 46,941 0.850 1.348 0.000 0.855 1.661
Tone_positive (article) 46,941 1.501 0.964 0.831 1.364 2.031
Tone_negative (article) 46,941 0.651 0.811 0.000 0.408 0.927
Article Level (SentiWordNet score)
Sentiment_netscore (article) 46,941 0.015 0.009 0.009 0.014 0.020
Sentiment_positivity (article) 46,941 0.030 0.008 0.025 0.029 0.034
Sentiment_negativity (article) 46,941 − 0.015 0.006 − 0.019 − 0.015 − 0.011

Panel B: Comparison of disclosure tone by event period

Period average Identified rivals Matched firms
Mean Mean

Tone_netpositive (article) (Loughran-McDonald Dictionary)
Pre-quiet period 0.479 0.392
Quiet period 0.512 0.400
Post-quiet period 0.467 0.373
Sentiment_netscore (article) (SentiWordNet score)
Pre-quiet period 0.014 0.012
Quiet period 0.014 0.012
Post-quiet period 0.013 0.012

Panel C: Disclosure tone by two news dimensions and event period

Period average Loughran-McDonald dictionary SentiWordNet
Tone-industry com-

petition
Tone-macro 

economy
Tone-industry  

competition
Tone-macro 

economy
Identified rivals
Pre-quiet period 1.517 0.983 0.012 0.006
Quiet period 1.629 1.032 0.012 0.008
Post-quiet period 1.506 0.892 0.011 0.007
Matched firms
Pre-quiet period 1.044 0.640 0.009 0.003
Quiet period 1.062 0.609 0.008 0.003
Post-quiet period 1.154 0.592 0.010 0.004
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Table 4  (continued)

Panel D: Disclosure tone (identified rival by content categories at period level)

Variable N Mean SD P25 P50 P75
Product market related (Marketing, Product, Contract)
Loughran-McDonald Dictionary
Market_netpositive 664 6.569 15.02 0.352 2.321 7.029
Product_netpositive 626 11.600 29.910 0.874 2.793 8.951
Contract_netpositive 544 7.139 14.330 0.914 2.457 6.648
SentiWordNet
Market_netscore 664 0.098 0.204 0.019 0.043 0.100
Product_netscore 626 0.166 0.390 0.018 0.045 0.117
Contract_netscore 544 0.117 0.269 0.015 0.033 0.093

Panel E: Comparison of identified rivals’ disclosure tone by event period and news subject

Content Product market related
Market Contract Product

Content_netpositive (Loughran-McDonald Dictionary)
Pre-quiet period 5.097 5.464 8.916
Quiet period 9.066 8.803 15.75
Post-quiet period 5.216 6.919 9.731
Content_netscore (SentiWordNet score)
Pre-quiet period 0.082 0.091 0.138
Quiet period 0.134 0.146 0.220
Post-quiet period 0.074 0.109 0.132

Panel F: Descriptive statistics of firm characteristics

Variable N Mean SD P25 P50 P75
Characteristics of Identified Rivals
MarketCap 1191 22.520 2.117 22.560 21.000 24.120
Leverage 1191 0.522 0.255 0.548 0.370 0.658
ROA 1191 0.006 0.057 0.014 0.005 0.024
Tobin’s Q 1191 2.314 2.044 1.688 1.260 2.531
Size 1191 22.460 2.248 22.420 20.880 24.270
AnalystFollow 1191 15.320 9.868 15.000 7.000 22.000
StockPrice 1191 3.438 0.975 3.556 2.903 4.052
Characteristics of matched firms
MarketCap 1993 20.690 1.779 20.620 19.450 21.810
Leverage 1993 0.431 0.251 0.409 0.240 0.584
ROA 1993 0.007 0.064 0.013 − 0.002 0.028
Tobin’s Q 1993 2.330 2.580 1.667 1.169 2.623
Size 1993 20.600 1.857 20.530 19.320 21.700
AnalystFollow 1993 9.212 8.272 7.000 3.000 13.000
StockPrice 1993 2.800 1.036 2.901 2.128 3.542
Characteristics of IPO firms
Reputation 163 0.798 0.403 1.000 1.000 1.000
Size_IPO 163 18.880 2.145 19.180 17.320 20.400
Leverage_IPO 163 1.346 3.531 0.686 0.441 0.977
ROA_IPO 163 − 0.090 1.063 − 0.003 − 0.182 0.039
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identified alone or along with very few other firms easily stands out and attracts investors’ 
attention. Therefore, identified rivals that are highly noticeable may have stronger incen-
tives to increase their disclosure tone than firms that are identified along with many other 
direct rivals. Columns (2), (3), (5), and (6) present the results of this analysis. The inter-
action term loads positively in both columns (2) and (5), but not in columns (3) and (6), 
suggesting that the identified rivals that are highly noticeable have stronger incentives to 
disclose positive information during the IPO quiet period. Thus, overall, results in Table 5 
Panel A suggest that identified rivals initiate more optimistic press releases at times when 
the IPO competitor enters its quiet period, supporting the first hypothesis.24

Table 4  (continued)

Panel F: Descriptive statistics of firm characteristics

Capex 163 0.668 3.724 0.034 0.015 0.144
Cash 163 0.200 0.264 0.075 0.022 0.265
Withdraw 163 0.528 0.501 0.000 1.000 1.000
Product market threat from IPO firm (pairwise)
Product Fluidity 236 0.075 0.062 0.030 0.060 0.108

This table presents summary statistics of different levels of tone measure (Panel A to Panel E) and firm 
characteristics (Panel F). Details of the definition and construction of the variables can be found in “Appen-
dix A”

Fig. 1  Identified Rivals’ Disclosure Tone Around the IPO Quiet Period. In the figure below, the x-axis 
represents period (Period 0 is the IPO quiet period, Period −  1 is the pre-quiet period, and Period 1 is 
the post-quiet period) and the y-axis represents the period average of disclosure tone of identified rivals’ 
press releases. a The net disclosure tone is measured based on the Loughran-McDonald Master Dictionary 
(Loughran and McDonald, 2011). b The net disclosure tone is measured based on the SentiWordNet senti-
ment score. The sample consists of 1191 firm-period observations

24 Moreover, we also examine whether industry concentration moderates identified rivals’ strategic disclo-
sure during the IPO quiet period. Untabulated results are consistent with identified rivals’ disclosure tone 
being more positive during the quiet period no matter if the industry is highly concentrated or not. These 
results suggest that the competitive threat from the IPO candidate for identified rivals is real and salient and 
thus is not directly influenced by the overall industry concentration. We thank an anonymous reviewer for 
this helpful suggestion.
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To provide further evidence about how the disclosure tone changes after the quiet 
period ends, we add to the model an indicator variable PostQuiet, which equals one if the 
observation occurs in the post-quiet period, and the interaction term PostQuiet × Identifie-
dRival. We expect the coefficient for DuringQuiet × IdentifiedRival to be positive as what 
is reported in Panel A. If identified rivals intend to take advantage of the gag order and 
strategically release more positive news only during the IPO quiet period, then we expect 
that PostQuiet × IdentifiedRival does not load, as identified rivals likely revert to the normal 
disclosure policies once the IPO quiet period ends and the IPO firms are less constrained in 
their communication.

Table 5 Panel B presents the results of this analysis. Consistent with our expectation, we 
find a positive coefficient for DuringQuiet × IdentifiedRival in the Tone_netpositive (0.169; 
P < 0.1) and Sentiment_netscore (0.003; P < 0.05) specifications. Further, PostQuiet × Iden-
tifiedRival does not load under almost all model specifications, suggesting that identified 
rivals disclose more positive information only during the IPO quiet period, and the disclo-
sure tone reverts to the pre-quiet period level after the quiet period ends. These findings 
help address the alternative interpretation and suggest that the changes in identified rivals’ 
disclosure behavior are not due to the industry-wide trends but result from the identified 
rivals’ strategic incentives.

4.2  Analysis of the incentives for identified rivals’ disclosure

A successful public offering gives the IPO firm easier access to public financing. With 
extra funding, the IPO firm can enhance its product differentiation and customer loyalty 
and expand its business into new territories. To explore the product market incentives for 
the identified rivals’ disclosures, we examine how identified rivals adjust the tone of their 
disclosed information based on the content categories of the information. Specifically, we 
estimate the following regression:

Controls comprise the same variables as in Model [1]; DuringQuiet and PostQuiet are 
defined in the same way as in previous regressions. The dependent variable, Subject_Tone, 
measures the identified rivals’ period level disclosure tone for press releases of specific 
news subjects. We run Model [2] separately on the subsample of press releases related to 
each subject, and the unit of observation is firm-period.

Table 6 presents the results of the identified rivals’ product market incentives. It focuses 
on the news subject of marketing. Consistent with our expectation, we find a positive coef-
ficient on DuringQuiet in column (1) (4.221; P < 0.05) and column (5) (0.057; P < 0.01), 
suggesting that during the IPO quiet period, identified rivals disclose more positive infor-
mation when they promote existing products or services. We also find evidence that, on 
average, the strategic tone increase does not extend to the post-IPO quiet period. Relative 
to the press releases initiated during the IPO quiet period, news released in the post-quiet 
period is significantly less positive, evidenced by the negative coefficient on PostQuiet 
in column (2) (− 4.704; P < 0.05) and column (6) (− 0.071; P < 0.01), indicating that the 
adjustment of disclosure behavior is strategic and occurs only during the IPO quiet period.

If the changes in identified rivals’ disclosure behavior are caused by their strategic 
incentives to deal with the competitive effects from a successful IPO event, then whether 
the IPO candidate successfully lists the stock or withdraws the IPO case should influence 
whether identified rivals continue to paint a rosy picture of themselves in the post-quiet 

(2)Subject_Tonei,t = �0 + �1DuringQuieti,t∕PostQuieti,t + Controlsi,t + �I
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period. Although on average, identified rivals choose to tone down in the post-quiet period, 
those that still face intense competition from a large, successful IPO firm may have strong 
incentives to maintain their strategic tone level, while those that have the threat lifted from 
the IPO withdrawal may loosen up and reverse the disclosure policy back to normal.

To test this prediction, we partition the sample of identified rivals between those experi-
encing the IPO firm’s successful public offering and those witnessing the IPO withdrawal. 
Results from this cross-sectional analysis are presented in columns (3), (4), (7), and (8). 
As expected, the reversal in disclosure tone occurs primarily for identified rivals whose 
competitor withdraws its IPO. In contrast, the non-significant coefficient of PostQuiet in 
the Completed IPO subsample in columns (4) and (8) indicates that identified rivals are 
more likely to maintain their strategic tone level in the post-quiet period as their competitor 
successfully completes the IPO. This finding is also consistent with the evidence from Hsu 
et al. (2010) that shows that publicly traded rivals experience negative stock price reactions 
to the completed IPOs and positive stock price reactions to IPO withdrawals. Taking Hsu 
et al. (2010) one step further, our results on the post-quiet period tone changes suggest that 
identified rivals will not only passively respond to the IPO event but will also take strate-
gic actions to deal with the competitive effects from the IPO candidate’s successful public 
offering.

Untabulated results on news subject of product and contract provide evidence that iden-
tified rivals respond to IPO events by initiating more positive news about products and con-
tracts during the IPO quiet period. Moreover, the post-quiet period tone reversion is mainly 
driven by observations of identified rivals who witness a withdrawal of the IPO filing, con-
sistent with identified rivals strategically changing their disclosure behavior because they 
have incentives to maintain their position in the product market competition.

4.3  Consequences of identified rivals’ disclosure

In this subsection, we conduct additional analyses to determine whether the IPO candidates 
are hurt by the identified rivals’ disclosure behavior and whether the identified rivals them-
selves benefit from their strategic actions.

4.3.1  Disruptions to the IPO process

To test if identified rivals’ strategic disclosure behaviors increase the likelihood of disrup-
tions to the IPO process, we focus on the probability of IPO withdrawal, and we estimate 
the following model:

The dependent variable, Withdraw, is an indicator variable that equals one when the IPO 
is withdrawn or zero otherwise. The main variable of interest is the strategic tone change 
for all press releases or press releases related to specific news subjects. Tone_Chg(Total 
News) is defined as the average changes in the tone of press releases across the IPO firm’s 
identified rivals from the pre-quiet period to the quiet period. Tone_Chg(Specific Subject) 
is the average of changes in identified rivals’ disclosure tone of press releases about market-
ing, products, or contracts from the pre-quiet period to the quiet period. Controls is a vec-
tor composed of Size_IPO, the logarithm of the IPO firm’s total assets; Leverage_IPO, the 
ratio of the IPO firm’s total debt divided by total assets; ROA_IPO, the operating income 
divided by total assets; Capex, the logarithm of the firm’s capital expenditure; Cash, the 

(3)Withdraw = �0 + �1Tone_Chg(Total News∕Specific Subject) + Controls + �m
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IPO firm’s cash and cash equivalent divided by total assets; Reputation, an indicator vari-
able that equals to one if the ranking of an IPO firm’s underwriter exceeds 8 according to 
Jay Ritter’s IPO database and zero otherwise. Detailed variable definitions are provided in 
“Appendix A”.

Table 7 presents the results. The proxy for tone change in the first four columns is based 
on word count tone measure, and in the rest of the columns the sentiment score. The coef-
ficient for Tone_Chg, i.e., the proxy for tone or sentiment change, is positive in almost 
all model specifications. These results suggest that after controlling for the characteris-
tics of the IPO firm, the strategic disclosure practices of the identified rivals during the 
IPO quiet period do affect how equity market evaluates the competitiveness of the IPO 
firm. For potential investors, the fact that the IPO candidate is surrounded by strong rivals 
means that the firm itself has to deliver much better performance to outcompete these pub-
lic incumbents. The gap between investors’ expectations and the real value of the IPO firm 
may result in higher IPO withdrawal probability. Collectively, the results from Table 7 are 
consistent with H3a and indicate that the strategic changes in identified rivals’ disclosure 
practices could have negative implications on the IPO process.

4.3.2  Product market benefits

Results in previous sections show that identified rivals release more optimistic press 
releases during the quiet period, and such strategic disclosure behavior harms the IPO firm. 
However, if the final goal of identified rivals is not only to influence the IPO process but 
also to deal with the competitive threats from the IPO firm, it is necessary to examine if 
identified rivals’ strategic disclosure practices indeed help to achieve this goal. We measure 
product market threat from the IPO firm by using pairwise product fluidity data from the 
Hoberg-Phillips Data Library.25  The measure for product market threat, Product Fluid-
ity, is especially suited for this analysis because it measures the cosine similarity between 
the identified rival and the IPO firm in their 10-K product related description. Traditional 
measures for product competition, such as industry concentration, do not allow such a 
nuanced view on the pairwise competition between two industry rivals. The control vari-
ables are similarly defined as before. Next, we estimate the following regression as:

For comparison, we estimate the model on the samples of identified rivals and matched 
control firms. If identified rivals’ strategic disclosure behavior arises from their incen-
tives to reduce the competitive threat from the IPO firm instead of being caused by some 
economy-wide trends, then we should observe a significantly negative relation between 
the Tone_Chg and Product Fluidity for the subsample of identified rivals and not for the 
matched control firms. As predicted in H3b, in Table  8 we find a significantly negative 
coefficient of Tone_Chg in both column (5) (− 1.351; P < 0.1) and column (2) (− 0.017; 

(4)
Pr oduct Fluidityi,t = �0 + �1Tone_Chgi,t + Controlsm,t − IPO + Controlsi,t − Rival + �i

25 The data for pairwise product market fluidity are obtained from the Hoberg-Phillips Data Library. The 
detailed description of how to calculate these product market fluidity data can be found in the data section 
in Hoberg and Phillips (2014, 2016). Pairwise product fluidity is well suited for the purpose of this analysis 
because it measures the cosine similarity between the identified rival and the IPO firm in the product related 
description in their 10-K filings. Traditional measures for product competition, such as the industry concen-
tration, do not afford such a nuanced view on the pairwise competition between two industry rivals.
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P < 0.05), which suggests that identified rivals benefit from their strategic changes in dis-
closure during the IPO quiet period in the form of less product market threat posed by the 
IPO firm. Moreover, this coefficient is not significant for the subsample of control firms, 
as is shown in columns (3) and (6). Control firms are not directly competing with the IPO 
firm, so a potentially successful IPO does not pose a serious threat to them as compared to 
the identified rivals. Therefore, it is not surprising to observe a muted effect of the changes 
in disclosure tone on the pairwise product market competition between the control firm and 
the IPO firm.26

5  An alternative explanation and additional analysis

We also consider an alternative explanation for our results. For example, identified rivals 
could change their disclosure behavior out of concern over economic trends that also affect 
the IPO firm’s public listing decision. As reported by Spiegel and Tookes (2020), in most 
IPO events, the decline in industry rivals’ post-IPO performance results from macroeco-
nomic factors; only in around 8% of cases is the decline due to the IPO firm being a more 
competitive force by going public. Therefore, economic trends may explain identified 
rivals’ strategic disclosure behavior during the IPO quiet period.

We note that there are four elements in our setting that help address this explanation. 
First, our research design focuses on the largest IPOs. Those competitive IPO cases (the 
8%) that are documented in Spiegel and Tookes (2020) to have caused performance reduc-
tions of industry rivals are more likely to be the largest IPOs instead of small IPO cases. 
These IPOs enhance the competitive position of the IPO firm and pose a big threat to 
industry rivals, especially direct rivals.

Second, our study examines rivals that are specifically identified by the IPO firm in its 
initial registration statement. We compare the disclosure tone in identified rivals’ press 
releases from the pre-quiet period to quiet period, with the date of the initial registration 
as the cut-off date separating these two periods. These rival firms may be subject to the 
economy-wide trends of increased product commoditization, and therefore have strategic 
incentives to adjust their disclosure accordingly to distinguish themselves from others, but 
it is nearly impossible for them to know beforehand the exact date of the release of the IPO 
firm’s initial registration statement.

Third, disclosing information is not without cost, especially when the firm is facing 
more intense competition (Botosan and Stanford 2005; Harris 1998; Verrecchia and Weber 
2006). Our findings that identified rivals provide more positive information during the IPO 
quiet period and then reverse their disclosure tone in the post-quiet period are only con-
sistent with their strategic incentives to preempt the heightened product market compe-
tition. Finally, our argument for this study is that identified rivals adjust their disclosure 
behavior to preempt the product market competition. We consider it remains legitimate 
in the scenarios where economic trends such as the increased product commoditization 
reduce the benefits of staying private and cause firms to go public. At the same time, a 
firm going public leads its industry rivals to exhibit declining performance, which incen-
tivizes these rivals to strategically release more positive news. If IPOs facilitate product 

26 Since the data on pairwise product fluidity are available for only a small number of identified rivals, the 
results need to be interpreted with caution.
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commoditization, which in turn reduces customer loyalty, identified rivals should be more 
incentivized to take advantage of the quiet period regulation and initiate highly positive 
product market related news to differentiate themselves from the IPO firm and other indus-
try peers.

Table 8  Product market benefits of disclosure for identified rivals

This table presents the results from examining the effect of rivals’ (both identified rival and matched control 
firms) strategic disclosures on product market threat from the IPO firm (proxied by pairwise product simi-
larity). The unit of analysis in each column is a rival firm. Product Fluidity measures the pairwise cosine 
similarity between the identified rival and the IPO firm in the product related description in their 10-K fil-
ings. The detailed description of product market fluidity data can be found from the Hoberg-Phillips Data 
Library. All variables are defined in the “Appendix A”. *, **, *** indicate statistical significance at the 
10%, 5%, and 1% levels, respectively, using a one-tailed t test for main variables of interest and a two-tailed 
t test for other control variables

Dependent 
variable: Product 
fluidity

Loughran-McDonald dictionary tone 
measure

SentiWordNet score

(1) (2) (3) (4) (5) (6)

Total Identified
rival

Control firm Total Identified rival Control firm

Tone_Chg − 0.002 − 0.017** 0.002 − 1.164** − 1.351* − 0.032
(− 0.441) (− 1.720) (0.478) (− 1.997) (− 1.432) (− 0.050)

Size_IPO 0.003 0.005 0.002 0.003 0.004 0.002
(1.348) (1.205) (0.723) (1.097) (0.878) (0.741)

ROA_IPO 0.008** 0.005 0.012** 0.008** 0.006 0.012**
(2.396) (1.066) (2.265) (2.406) (1.287) (2.234)

Capex 0.000 − 0.000 0.000 0.000 0.000 0.000
(0.003) (− 0.280) (0.438) (0.045) (0.069) (0.429)

Cash − 0.004 0.041 − 0.020 − 0.001 0.027 − 0.018
(− 0.164) (0.950) (− 0.771) (− 0.056) (0.650) (− 0.702)

MarketCap − 0.024** − 0.025 − 0.018* − 0.026** − 0.022 − 0.019*
(− 2.292) (− 1.070) (− 1.857) (− 2.545) (− 0.954) (− 1.867)

Size 0.015 0.008 0.014 0.018* 0.006 0.014
(1.576) (0.347) (1.532) (1.810) (0.256) (1.536)

Tobin’s Q 0.005 0.008 0.005 0.006 0.008 0.005
(1.319) (0.885) (1.352) (1.546) (0.857) (1.334)

StockPrice 0.012* 0.013 − 0.000 0.012* 0.013 0.000
(1.845) (1.190) (− 0.023) (1.873) (1.214) (0.041)

ROA − 0.141 − 0.722*** 0.104 − 0.112 − 0.681*** 0.102
(− 1.482) (− 3.218) (1.199) (− 1.177) (− 2.982) (1.162)

Constant 0.154** 0.325*** 0.128* 0.170*** 0.333*** 0.128*
(2.404) (2.774) (1.776) (2.663) (2.813) (1.762)

F Value 1.790 3.530 2.940 2.200 3.400 1.550
Prob > F (0.064) (0.001) (0.001) (0.019) (0.001) (0.127)
Observations 236 73 163 236 73 163
Adjusted  R2 0.032 0.260 0.034 0.049 0.250 0.033
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Nevertheless, to provide more robust evidence that identified rivals release more opti-
mistic information to preempt industry competition as opposed to responding to some 
economy-wide shift, we decompose each press release into content as related to Industry 
Competition or Macro Economy, and then we apply the following regression to analyze the 
changes of disclosure tone along these two different news dimensions. If identified rivals 
strategically adjust their disclosure behavior not as a response to economy-wide factors but 
just from an industry competition standpoint, we expect to observe the changes in disclo-
sure tone to be more pronounced in the Industry Competition than in the Macro Economy 
related news dimension. The model specification is the same as Model (1), except that the 
disclosure tone is measured on news content that is specifically classified as Industry Com-
petition or Macro Economy related, instead of on the entire press release.27

Table  9 presents the results of this analysis. The increase in disclosure tone is more 
pronounced for news content on Industry Competition, as evidenced by the significantly 
positive coefficients on DuringQuiet × IdentifiedRival in four regressions, whereas identi-
fied rivals do not significantly adjust the disclosure tone when they describe news content 
on the macro economy. These results mitigate the concern that some economy-wide factors 
are driving the findings, and they also complement the evidence from previous incentive 
analyses that focused on the product market related press releases.

6  Conclusion

By intensifying product market competition, a large IPO is often considered as a frontal 
assault on established publicly traded incumbents. However, there is scant evidence as 
to whether and how public incumbents identify opportunities to preempt the IPO com-
petitive effects. We fill this gap in the literature by examining the strategic disclosure 
of identified rivals in the quiet period, a time during which the IPO firm is restricted 
in their communication. Using data on firm-initiated press releases around the quiet 
period, we show that the disclosure tone of identified rivals’ press releases becomes 
more positive during the quiet period compared with a matched control group of uni-
dentified industry peers, and the tone of their disclosures reverts to the normal level 
after the quiet period ends. To understand identified rivals’ product market incentives 
behind their disclosure choices, we examine the content of their disclosed information. 
We find a consistently significant positive change in the disclosure tone of product mar-
ket related press releases during the quiet period. Furthermore, the cross-sectional anal-
yses suggest that identified rivals tone down in the post-quiet period when the IPO is 

(5)
Tone_NewsDimensioni,t = �0 + �1DuringQuieti,t × IdentifiedRivali

+ �2DuringQuieti,t + Controlsi,t + �i

27 Relying on the Business Category Dictionary developed by Kothari et  al. (2009a) and the Risk Cat-
egory Dictionary developed by Campbell et al. (2014), we form two key words lists, Industry Competition 
and Macro Economy. Sentences containing key words defined in the two words lists are grouped together 
and defined as either being either Industry Competition or Macro Economy related, and then each group is 
parsed and analyzed for its specific tone level. However, to capture a complete context for the discussion 
along a specific news dimension, we also extract three sentences and five sentences before and after the sen-
tence that contains the key words. We then group these sentences together and calculate the tone level. In 
untabulated analyses, we find that the results still hold. "Appendix B" presents the details.
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withdrawn. Additionally, the upward tone adjustments only exist when identified rivals 
talk about their industry competition instead of about some macroeconomic conditions. 
Overall, our evidence suggests that identified rivals strategically increase the tone of 
their disclosures during the quiet period to preempt the IPO competitive effects and to 
strengthen their position in the product market competition. Our results also suggest 
that the strategic changes in the disclosure behavior of identified rivals during the quiet 
period are likely to cause disruptions to the IPO process and weaken the product market 
threat from the IPO firm.

We acknowledge that our results are conditional upon our definition of industry (i.e., 
identification of peers), which is nonetheless consistent with much prior research. This 
study, the first to focus on rival firms’ disclosure during the quiet period, contributes to 
an extensive literature on strategic disclosures and information externality. It extends this 
literature by introducing a strategic benefit related to disclosing information during the 
quiet period—preempting the IPO’s competitive effects on rival firms. This study also con-
tributes to the emerging literature on the IPO quiet period by identifying an unintended 
effect of quiet-period rules on industry rivals’ disclosure behavior. For regulators whose 
mission is to establish fair markets and facilitate capital formation, the unexpected find-
ings that identified rivals can take advantage of the quiet period rules to influence the IPO 
process and market competition should also be relevant to them. Given the importance of 
public offerings in facilitating technological innovation, job creation, and financing growth 
(Piwowar 2017; Zweig 2010), this study is also relevant and informative to regulators and 
practitioners.

Appendix A: Variable definitions

Variable names Variable definitions

Disclosure tone variables
Tone_positive/negative (article) A variable defined as the number of positive/negative 

words divided by the number of total content words for 
each press release and multiplied by 100. This variable 
measures tone at the article level. Words are catego-
rized as positive or negative using the word list from 
Loughran-McDonald Master Dictionary (Loughran and 
McDonald 2011)

Tone_netpositive (article) A variable defined as the difference between the number 
of positive and negative words divided by the number of 
total content words for each press release and multiplied 
by 100. This variable measures net tone at the article 
level

Sentiment_positivity/Negativity (article) Positivity/negativity score, obtained through using Sen-
tiWordNet, a lexical resource for sentiment classifica-
tion and opinion mining applications available through 
Natural Language Toolkit (NLTK). Score for positivity/
negativity is at the article level

Sentiment_netscore (article) A variable defined as the sum of Sentiment_positivity and 
Sentiment_negativity for each press release, this netscore 
measures the sentiment at the article level

Tone_positive/negative/netpositive A variable defined as the firm-daily aggregation of the arti-
cle level tone measure
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Variable names Variable definitions

Sentiment_positive/negative/netpositive A variable defined as the firm-daily aggregation of the arti-
cle level sentiment score

Market_netpositive/netscore A variable defined as the firm-period aggregation of the 
article level net tone measure or net sentiment score for 
all the articles with C31—Marketing in its Subject Code 
(NS)

Product_netpositive/netscore A variable defined as the firm-period aggregation of the 
article level net tone measure or net sentiment score for 
all the articles with C22—Product in its Subject Code 
(NS)

Contract_netpositivenetscore A variable defined as the firm-period aggregation of the 
article level net tone measure or net sentiment score for 
all the articles with C33—Contract in its Subject Code 
(NS)

Tone_Industry Competition (L&M Dictionary) A variable defined as the firm-daily aggregation of the 
difference between the number of positive and negative 
words divided by the number of total content words for 
sentences classified as related to the Industry Competi-
tion dimension and then multiplied by 100. The key 
words list for the Industry Competition category is 
presented in “Appendix B”

Tone_Industry Competition (SentiWordNet) A variable defined as the firm-daily aggregation of the sum 
of positivity and negativity sentiment score for sentences 
classified as related to the Industry Competition dimen-
sion

Tone_Macro Economy (L&M Dictionary) A variable defined as the firm-daily aggregation of the 
difference between the number of positive and negative 
words divided by the number of total content words for 
sentences classified as related to the Macro Economy 
dimension and then multiplied by 100. The key words 
list for the Industry Competition category is presented in 
“Appendix B”

Tone_Macro Economy (SentiWordNet) A variable defined as the firm-daily aggregation of the 
sum of positivity and negativity sentiment scores for 
sentences classified as related to the Macro Economy 
dimension

Tone_Chg(Total news/Subject) A variable defined as the net changes in firm-period level 
net tone measure or net sentiment score from the pre-
quiet period to the quiet period for all news subjects or 
for press releases on the subject of Marketing, Product, 
or Contract

All other variables
DuringQuiet An indicator variable equal to one (zero) if the firm-day 

falls within the IPO firm’s quiet period, which starts 
from the initial registration statement date and ends on 
the issue/withdraw date (pre-quiet period or post-quiet 
period; the former is defined as the 120-calender day 
window ending right before the start of the initial 
registration statement date; the latter is defined as the 
120-calender day window starting right after the end of 
the quiet period)
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Variable names Variable definitions

PostQuiet An indicator variable equal to one (zero) if the firm-day 
falls within the 120-calender-day window starting right 
after the end of the quiet period and stretching 120 days 
forward relative to that date (quiet period or pre-quiet 
period; the definition is the same as above)

IdentifiedRival An indicator variable equal to one if the firm is an identi-
fied rival (identified specifically as a directly competing 
rival in the IPO firm’s initial registration statement) and 
zero if the firm is a matched firm. An industry matched 
firm is defined based on the 2-digit SIC

MarketCap A variable defined as the natural logarithm of the identi-
fied rival or matched firm’s market value of equity, 
measured at the quarter ending immediately prior to the 
start of the specified time period

Leverage A variable defined as the identified rival or matched 
firm’s debt (short and long term) divided by the sum of 
the firm’s debt and shareholder’s equity, measured at 
the quarter ending immediately prior to the start of the 
specified time period

ROA A variable defined as the identified rival or matched firm’s 
net income divided by assets measured at the quarter 
ending immediately prior to the start of the specified 
time period

Tobin’s Q A variable defined as the market value of the identified 
rival or matched firm’s assets (assets less book equity 
plus market value of equity) divided by the book value of 
the assets, measured at the quarter ending immediately 
prior to the start of the specified time period

Size A variable defined as the natural logarithm of the identi-
fied rival or matched firm’s total assets immediately 
prior to the start of the specified time period

AnalystFollow A variable defined as the number of analysts with earnings 
estimates in the I/B/E/S summary file immediately prior 
to the start of the specified time period to proxy for 
investors’ demand for corporate disclosure

StockPrice A variable defined as the natural logarithm of stock price, 
measured at the date immediately prior to the start of the 
specified time period

Reputation A dummy variable equal to one if an IPO firm’s under-
writer ranking exceeds 8. Source: https:// site. warri ngton. 
ufl. edu/ ritter/ ipo- data/

Size_IPO A variable defined as the natural logarithm of the IPO 
firm’s most recent total assets disclosed in its initial 
registration statement. Source: EDGAR 

Leverage_IPO A variable defined as the IPO firm’s most recent total 
liability divided by total assets disclosed in its initial 
registration statement. Source: EDGAR 

ROA_IPO A variable defined as the IPO firm’s most recent net 
income divided by total assets disclosed in its initial 
registration statement. Source: EDGAR 

Capex A variable defined as the natural logarithm of IPO firm’s 
most recent capital expenditure disclosed in its initial 
registration statement. Source: EDGAR 

https://site.warrington.ufl.edu/ritter/ipo-data/
https://site.warrington.ufl.edu/ritter/ipo-data/
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Variable names Variable definitions

Cash A variable defined as the IPO firm’s most recent cash or 
cash equivalent scaled by total assets disclosed in its 
initial registration statement. Source: EDGAR 

Withdraw A dummy variable equal to one if the IPO is withdrawn by 
the IPO firm

Product Fluidity A variable defined as the pairwise product fluidity between 
the IPO firm and identified rival/matched firms measured 
for the year after the year of IPO offering or withdrawal. 
Source: Hoberg-Phillips Data Library

Appendix B: Content decomposition and key words lists

We first tag each sentence as Industry Competition or Macro Economy if a sentence 
includes any key word in the key words lists. We then combine these sentences together 
and form two groups. For the robustness test, we also try to extract not only that specific 
key word sentence, but also three or five sentences before and after that sentence in order to 
capture the complete context of the firm’s discussion on these two topics. The process for 
tone analysis is the same as what has been described in Sect. 3 Data and research design. 
Key words lists are developed based on Kothari et al. (2009a) and Campbell et al. (2014) 
business content and risk categories.

Industry competition Macro economy

Business conditions Prisoner’s dilemma Aggregate demand Fiscal policy
Compete Proindustrial Aggregate supply GDP
Competed Proindustrialization Asian crisis General business risks
Competes Quasi-industrial Bad times General conditions
Competing Quasi-industrially Balance of payments Gini coefficient
Competings Regulatory compliance Bank run Global
Competition Regulatory environment Business cycle Globalisation
Competitions Rival Consumer confidence Globalization
Competitive Rivaled Consumer prices index GNP
Competitiveness Rivaling Consumer spending Good times
Competitor Rivalry Consumption Government policy
Competitors Rivals Contractionary policy Gross national income
Competitory Seasonal Currency collapse Inflation
Differentiation Sectorial Currency fluctuation Macroeconomic
Dominant Semi-industrial Cyclical Macroeconomics
Downstream Semi-industrialized Deflation Macroeconomist
Entrants Semi-industrially Deflationary Macros
Industrial Subsector Deregulation Macroscale
Industrialization Substitutes Domestic Market movement
Industrially The market Economic boom Marketplace
Industrialness Unindustrial Economic contraction Monetary policy
Industrious Unindustrialized Economic cycle Monetary system
Industry condition Upstream Economic downturn Money supply
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Industry competition Macro economy

Industry-wide Value chain Economic expansion Operating environment
Innovation Win–win Economic growth Overseas market
Line of business Zero-sum Economic shocks Political climate
Market demand Economic slowdown Political instability
Market power Economic trend Protectionism
Market supply Economic uncertain Recession
Monopolistic Economic uncertainties Reflationary
Monopoly Economic uncertainty Regulatory environment
Nonindustrial Economic upturn Retail price index
Nonindustrialization Economic crisis Sarbanes–Oxley
Nonindustrialized Economic condition SARS
Nonindustrially Economy Stagflation
Oligopoly Employment Tariff
Overindustrialization Exchange rate Terrorism
Overindustrialize Exchange rates Trade deficit
Porter’s Expansionary policy World Trade Organization
Porter’s five forces Federal reserve WTO
Preindustrial Financial crisis National income
Price pressure Unemployment
Pricing power

Appendix C: Examples of identified rivals

We present a few excerpts related to some IPO firms’ description on their industry compe-
tition from their S-1 registration statements. We choose Cal Dive International Inc, Eyetech 
Pharmaceuticals, Facebook to illustrate. Identified rivals are underlined.

Cal Dive International Inc (SIC code 1389)

The marine contracting business is highly competitive. Competition for marine contract-
ing work in the Gulf of Mexico has historically been based on price, the location and type 
of equipment available, the ability to deploy such equipment and the safety and quality of 
such services. In recent years, price has been the primary factor in obtaining contracts, but 
the ability to acquire specialized vessels, to attract and retain skilled personnel, and to dem-
onstrate a good safety record have also been important competitive factors. Our principal 
competitors include Global Industries, Ltd., Tetra Technologies Inc. (through its wholly 
owned subsidiary, Epic Divers  & Marine, L.L.C.), Oceaneering International, Inc. and 
Horizon Offshore, as well as a number of smaller companies that often compete solely on 
price. Other foreign-based marine contractors have either positioned, or announced their 
intention to deploy, certain vessels, equipment and personnel to perform services on the 
Gulf of Mexico OCS in response to demand for hurricane-related repair projects. However, 
we believe that our reputation, asset capabilities, highly experienced personnel and low-
cost structure are key advantages for us in this market.
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Eyetech Pharmaceuticals (SIC code 2834)

The development and commercialization of new drugs and drug delivery technologies is 
highly competitive. We will face competition with respect to Macugen and any products we 
may develop or commercialize in the future from major pharmaceutical companies, spe-
cialty pharmaceutical companies and biotechnology companies worldwide.

If Macugen receives marketing approval, it will compete against the currently approved 
therapies for the treatment of wet AMD and DME described above under the captions 
“—  Eye Disease  — Limitations of Currently Available Therapies for Wet AMD” and 
“—  Eye Disease  — Limitations of Currently Available Therapies for DME.” There are 
also a number of companies working to develop new drugs and other therapies to treat 
wet AMD and DME. We believe that the following product candidates are in Phase 2 or 
Phase 3 clinical trials:

• Genentech, Inc. and Novartis are collaborating to develop a humanized monoclonal 
antibody fragment, administered by intravitreal injection, that targets VEGF for the 
treatment of wet AMD

• Alcon, Inc. is developing a steroid for the treatment of predominantly classic subfoveal 
wet AMD. This drug candidate is injected behind the eye using a customized injector 
inserted around the eye.

• Miravant Medical Technologies is developing a photodynamic therapy that is similar to 
Visudyne for the treatment of wet AMD.

• Bausch & Lomb Incorporated and Control Delivery Systems, Inc. are developing a 
surgically placed non-erodable intraocular implant for the delivery of steroids to treat 
DME and swelling resulting from other causes.

• Oculex Pharmaceuticals is developing a bioerodable steroid implant for the treatment 
of persistent macular edema.

• Eli Lilly & Co. is developing an orally administered inhibitor of an enzyme named PKC 
beta for the treatment of diabetic retinopathy.

Facebook (SIC code 7370)

We face significant competition in almost every aspect of our business, including from 
companies such as Google, Microsoft, and Twitter, which offer a variety of Internet prod-
ucts, services, content, and online advertising offerings, as well as from mobile companies 
and smaller Internet companies that offer products and services that may compete with 
specific Facebook features. We also face competition from traditional and online media 
businesses for a share of advertisers’ budgets and in the development of the tools and 
systems for managing and optimizing advertising campaigns. We compete broadly with 
Google’s social networking offerings, including Google + , which it has integrated with 
certain of its products, including search and Android. In addition, we compete with other, 
largely regional, social networks that have strong positions in particular countries, includ-
ing Cyworld in Korea, Mixi in Japan, Orkut (owned by Google) in Brazil and India, and 
vKontakte in Russia. As we introduce new products, as our existing products evolve, or 
as other companies introduce new products and services, we may become subject to addi-
tional competition.
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