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Abstract

Investment banks imitate other bank’s innovative corporate securities with their own varieties, and

compete with the innovator to underwrite new issues. This paper uses data of all the corporate o¤erings

of Equity-Linked and Derivative Securities from the SDC records to estimate the issuer’s demand of

underwriting services provided by investment banks across di¤erent varieties of securities. The results

show that, ceteris paribus, the demand for the innovator’s variety is larger than for the imitators’. The

estimated demand advantage is decreasing in time, and it decreases faster if the security appeared later

in a sequence of innovations.

JEL classi…cation: G24, C25, L89.

Keywords: Financial Innovation, Investment Banking, Underwriting, First-Mover Advantages, De-

mand Estimation.

¤I am grateful to the members of my thesis committee, Douglas Gale, Boyan Jovanovic, and Marti Subrahmanyam. I
also acknowledge helpful comments by Franklin Allen, Chris Flinn, Helios Herrera, Eugenio Miravete, Franco Peracchi and
Michael Rockinger. Any errors in the paper are mine. I also thank Ingo Walter, Iftekhar Hasan and the Berkley Center for
Entrepreneurial Studies who made possible my access to the data.

yAddress: BFSH 1, University of Lausanne, 1015 Lausanne, Switzerland. E-mail: enrique.schroth@hec.unil.ch. Tel.: +41 21
692 3352. Fax +41 21 692 3435.

1


