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ABSTRACT

Going public is, in many cases, a step towards the eventual separation of ownership and control.
Ownership matters for the effects it can have on management’s incentives to make optimal
operating and investment decisions. In particular, where the separation of ownership and
control is incomplete, an agency problem between non-managing and managing shareholders
can arise rather than maximizing expected shareholder value, managers may maximize the
expected private utility of their control benefits (say, perquisite consumption) at the expense of
outside shareholders. Most companies that go public do so via an initial public offering of shares
(IPO) to investors. New issues of existing companies are, by and large, very good investments.
They provide an opportunity for acquiring shares in ongoing profit-making companies at
relatively low prices. On the other hand, all new issues of newly formed companies are not good
investments. One good thing about the IPO market vis-a-vis the earlier times has been that most
of them have been from good companies and at reasonable prices. This trend, however, seems to
be narrowing off and we are increasingly seeing public issues from the relatively not-so-good or
known companies and at fairly stretched prices. Therefore, it becomes necessary for the
investors to become cautious and be more selective about their investments in IPOs. The present
paper examines the issues and challenges confronted the IPO. It tries to find out the strategies to
IPO for investors and companies. The paper assesses the success and failure of IPO and takes
into account the assessment of IPO norms and IPO grading

KEYWORDS: Initial Public Offering, IPO Grading, Primary Capital Market, Investors.

https://saarj.com



ACADEMICIA: An International Multidisciplinary Research Journal

ISSN: 2249-7137 Vol. 12, Issue 01, January 2022  SJIF 2021 = 7.492
A peer reviewed journal

REFERENCES

1. IPO Market - Global and India, A Comprehensive Assessment 2009, A report by ARC
Financial Services Pvt Ltd, New Delhi

2. Jensen MC, Meckling WH. Theory of the Firm: Managerial Behavior, Agency Costs and
Ownership Structure, Journal of Financial Economics 1976;3:306-360.

Ibbotson RG, Jaffe JF. Hot Issue Markets. Journal of Finance, 1975;30(4):1027-1042.

4. Levis, M. The Winner’s Curse Problem, Interest Costs, and the Underpricing of Initial Public
Offerings. Economic Journal 1990;100(399):76-89.

5. Keloharju M. The Winner’s Curse, Legal Liability, and the Long-Run Price Performance of
Initial Public Offerings in Finland. Journal of Financial Economics 1993;34:251-277.

6. Amihud Y, Hauser S, Kirsh A. Allocations, Adverse Selection and Cascades in IPOs:
Evidence from the Tel Aviv Stock Exchange. Journal of Financial Economics,
2003;68(1);137- 158.

7. Ljunggvist A, Nanda V, Singh R. Hot Markets, Investor Sentiment, and IPO Pricing. The
Journal of Business, 2006;79:1667-1702.

8. Ritter JR. The Long-Run Performance of Initial Public Offerings. Journal of Finance,
1991;46(1):3-27.

9. Aggarwal D. IPO Pricing-Book Building and Efficient Pricing Methodology.
papers.ssrn.com. 2008.

10. Aggarwal RK, Krigman and Womack. Strategic IPO under pricing information momentum
and lockup expiration selling. Journal of Financial Economics, 2002;66(1):105-137

11. Madhusoodanan TP, Thiripalraju M. Under pricing in initial public offerings: The Indian
evidence, Vikalpa, 1997;22(4):17-30.

12. Rock K. Why new issues are under priced? Journal of Financial Economics. 1986; 15: 187-
212,

13. Jegadeesh N, Mark W, Ivo W. An empirical investigation of IPO returns and subsequent
equity offerings. Journal of Financial Economics, 1993;34(2):153-175.

14. Lowry M, William SG. PO Market Cycles: Bubbles or Sequential Learning, working paper
no. 7935, NBER, Cambridge. 2000.

15. Ljungqvist A. IPO Underpricing. In: Eckbo, B.E., Ed., Handbook of Corporate Finance:
Empirical Corporate Finance Volume 1, North-Holland, New Hampshire, USA. 2007.

16. Bhanu Murthy KV, Singh AK. IPO Market: Under pricing or overpricing? Available at:
http://www.igidr.ac.in/conf/money/mfc-13/mfc-12/Amit_bhanu_IPO%20Market.pdf

17. Upcoming IPOs look overpriced compared to their listed peers. Jan 2008 Available at:
https://economictimes.indiatimes.com/markets/ipos/fpos/upcoming-ipos-look-overpriced-
compared-to-their-listed-peers/articleshow/2722874.cms

18. Grewal SS, Grewal N. Profitable investment in shares. Vision Books, India. 2009. 136 p.

https://saarj.com



