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CHAPTER ONE: INTRODUCTION

roduction

4 Initial Public Offerings (IPO) is the first sale of shares by a firm to the
vestors. IPO brings benefits to the issuing firm by opening access to
of;-furi'd for financing future growth at lower cost and to bring good publicity,
‘essence may bring in more business or draw better pool of human
s documented in a lot of prior empirical studies globally, the offer price
has been generally underpriced providing a positive abnormal initial
he initial trading days — an initial underpricing phenomenon. This
ill.add to the existing |PO literature on initial underpricing anomaly
ng. on the board structure role in signaling firm value which can

derpricing.
Background
| of the most basic financial theories is the efficient-market

sis. This theory states that the financial markets are efficient and that

not achieve excess return with the risk and public information taking
nsiderations. But in many cases, several analysts have proven this

' wrong. One of the areas where this theory has proven not {o be

1 positive initial returns, and poor long-run performance 3-5 years after
. Even though there has been much research, no theory has yet been

that can explain the two phenomenon’s.

brormalities are interesting to look into, and many earlier research of
rpricing have analyzed both, but the fact that underpricing exist and in a
degree have been the more analyzed of the 2 abnormalities. This
_Oi"fhality have been the property about IPOs that deviates most from other

'Ck:s performance and from an investors point of view the possibility of
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investors were not optimistic. This thesis will lock at IPOs done in

. from 2003-2012 and see if there are properties, that can help

* research, Mongolian IPO seems to quite good the economic outlook.
vever, one of the key questions for Ulaanbaatar’s investment community is
much foreign interest there will be in 2012, and whether Mongolia will stand

as a good investment option or to drag down by outside factors. Therefore,
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research defined following problem statement such as there is a lack of

lerpricing PO in Mongolian MSE and lack of study if purpose of IPO

ce:extend of IPO underpricing. Therefore, there is a lack of study if
ng of IPO is related to the sector of industry and if underpricing of
d A is there different from B board
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'yrpose of this research is to study the underpricing phenomenon of

IPOs. The specific objectives are:
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gnificantly be dissimilar within the same market in different time
end g on how the general market participants approach their IPO or
decision making and accuracy on certain factors might be dissimilar
ustries. Lastly, limitation is the possibility of stock price manipulation
Ic ilar_p:arty with sufficient resources which would cause unusual and

market activity and stock price movement.
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pe of the study

ary of introduction

'apf‘(er highlights the understanding of initial public offering and on
hat are identified to be investigated upon. An iniﬁal public offerings (IPO)
of shares by a firm to the public investors. IPO brings benefits to
g firm by opening access to pool of fund for financing future growth at
nd to bring good publicity, which in essence may bring in more

draw better pool of human capital.

his ?_esearch will determine the study of IPO underpricing in
':ﬁr_ket and it will look at IPOs and see if there are properties that
estors pick out IPOs that are more underpriced. Understanding the

tors in financial management will enabled managers to focus on
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