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Sammanfattning 
När företag genomför en börsnotering kan aktien ha en tendens att vara underprisad och 

därför prestera sämre i långa loppet. Med underprisning menas att den nyintroducerade ak-

tien stänger första dagen av handel på ett högre pris än den introducerades till. Det aktien 

ökar i pris är det marknadsvärde som den potentiellt kunde ha introducerats till, och de 

pengar som gått förlorade brukas kallas ”money left on the table”. Att aktien visar negativ 

utveckling under en längre tid (3-5 år) jämfört med konkurrenter i samma industri, är sagt 

att vara ett resultat av underprissättningen vid introduktionen.   

Dessa två beteenden av aktien kan vara ett problem för företaget, dock kan investerare 

göra en stor vinst om man säljer första dagen innan aktien börjar gå dåligt. Detta området 

är undersökt av många och det finna otroligt mycket fakta, dock är det mesta gjort utav 

amerikanska författare. Just därför är syftet med denna uppsats att undersöka om dessa fe-

nomen existerar på den svenska marknaden.  

För att kunna svara på vår frågeställning, har vi undersökt företag som börsnoterats mellan 

1998-2007. Aktiens utveckling under första dagen har analyserats, och vi kom fram till att 

51% utav vårt urval var underprisade vid första dagens handel. Den genomsnittliga under-

prissättningen var 23%, och det så kallade ”money left on the table” var 3,9 MSEK per fö-

retag i genomsnitt. Aktiens utveckling efter ett och fem år har undersökts för att se hur den 

utvecklats på lång sikt, vi har också jämfört med övriga inom industrin samt industri index 

för att få ett så sanningsenligt resultat som möjligt. Vi kom fram till att företag som under-

prisat sin aktie också underpresterat på lång sikt. Vi kan inte svara på exakt när det vänder 

från negativ till positiv utveckling, dock ser vi trender i respektive industri. IT-sektorn hade 

negativ utveckling efter fem år och Industri-sektorn hade efter fem år en positiv utveckling. 
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Summary 

When a firm decides to go public, two abnormalities often occur. The first is called under-

pricing and can be defined as a capital loss made by the company the first day of trade due 

to that the offer price is lower than the closing price after the first day of trade. The in-

crease in stock value is equal to capital the issuing firm could have gained initially; this capi-

tal loss is referred to as the “money left on the table”. The second abnormality, underper-

formance, is a result from underpricing. It means that the stocks that were underpriced the 

first day also tend to underperform 3-5 years after the initial public offering (IPO) com-

pared to competitors within the same industry.  

These two abnormalities together constitutes a problem for the firm because they loose 

money. However it also enables investors to make a quick profit. There are many studies 

covering this area, however mostly made by Americans, therefore the aim of this report is 

to investigate whether the two abnormalities exist on the Swedish market. 

In order to fulfill the purpose, companies that were listed 1998-2007 were investigated. 

Their stock performance is analyzed both on the day of IPO, where we found that 51% of 

the companies listed were underpriced, with an average of 23%. Further, the average 

“money left on the table” per company was 3.9 MSEK. The stock prices have also been 

analyzed on a one- as well as a five year period after the IPO in order to analyze the long-

run performance and later compare it to the rest of the industry as well as industry index. 

We found that most of the companies that where underpriced also tend to follow under-

performance. However, how long they underperform depends in which industry they oper-

ate. The IT industry, for example had a negative performance after 5 years whereas the In-

dustrials industry has the turning-point from negative performance before 5 years. 
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1 Introduction 

This section will introduce the characteristics of IPO’s as well as define the area of investigation. This will be 

followed by our purpose and how we will obtain data in order to answer our purpose. 

1.1 Background 

A firms’ decision to go public is a truly entrepreneurial activity. The process of taking the 

firm public enable firms to sell some of their shares to receive a reward from previous ef-

fort. According to research, going public is also a cheap way of collecting funds and pursue 

growth opportunities (Rock, 1986). 

An Initial Public Offering, IPO, occurs when a firm chose to go public. The initial public 

offering is the issuing firm’s first offer to sell stock to the public (Jenkinson & Ljungqvist, 

2001). Firms have interest of going public out of many reasons, and some of the most 

common are that they want to increase the liquidity of the firm, and therefore they want to 

raise more equity capital, which is referred to as the primary market. To increase capital in 

the firm is beneficial, of course for the firm itself, but also for the founders and other 

stakeholders. Since, in the future, they might convert their contribution for their own win-

ning as profit or return on stock. Another reason is tied to the secondary market, which is 

referred to the ability of further stock trading (Jenkinson and Ljungqvist, 2001). Of course, 

these are not the only reasons why a firm chose to go public. The decision is individual and 

depends on in which situation the company is. However, Ellingsen and Rydqvist (1997) 

states the four most common reasons to be; raise capital, boost the company image, in-

crease publicity, and also use it to motivate the employees.  

The IPO process involves three actors that each has different roles and responsibilities 

within the IPO. The three actors are; the issuing firm, the underwriter(s), and the investors. 

Naturally, the interests might be contradictious, because the issuing firm wants to raise as 

much capital as possible from the floatation, while the investors’ aim is to buy the newly is-

sues at a bargain price and the underwriters work as an intermediate that works in the in-

terest of both the issuing firm as well as the investors (Jenkinson and Ljungqvist, 2001).  

From the table below (figure 1) there is an illustration of all IPO activity during 1997 until 

2008, as well as the total changes to the list during the same period. With changes to the 
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list, it means that all the IPO are included but also when a company switch in-between dif-

ferent lists it appears as a change, however they are not newly listed.  

 

 

Figure 1. Number of IPO’s in Sweden 1997-2008 

The number of IPO’s varies a lot depending on the market, evidence shows that firms are 

more willing to go public during times when the market is performing well, also called a 

hot market, instead of cold market, which is the situation when the market has poor per-

formance (Ritter et. al, 2002). This theory can be applied both worldwide and in Sweden. 

The numbers of IPO’s were a lot higher during the late 1990’s, the IT-era and 2006-2007 

than today. On the Swedish stock market (OMX) there has been no IPO’s at all so far this 

year and this is not very surprising with respect to the financial crises last summer 

(www.e24.se). There has never been this low IPO activity in Europe since 1940. For exam-

ple, the value of IPO’s in Europe during the three first months 2009 was 9 million €, while 

the same period the previous year was equal to 2 billion € (www.dn.se).  

1.2 Problem discussion 

Since there are three actors taking part in an IPO, there are of course pitfalls coming up. 

The most common and thoroughly described in various literature are two situations that is 

said to occurs in all IPO’s; the first situation is that the stocks are underpriced at the offer 

price, and the second situation is defined as long run underperformance of the stocks. 

These two are hereafter referred to as “the two abnormalities”  

The concept of underpricing is referred to the abnormal initial returns that exists due to the 

closing price of the first day of trading is significantly higher than the offer price (Ritter et. 
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al, 1984). Due to this gap in prices the concept “money left on the table” is born. In other 

words, the company could have been able to raise the same amount of new capital, but to a 

lower amount of shares, or they could have been able to raise more capital. However, the 

investment bank ultimately determines the offer price. They are the ones that have to bal-

ance the issuing firm’s wish of a high initial return and the buyers, the investors, craving to 

buy as cheap as possible (Jenkinson and Ljungqvist, 2001).  

The long-run underperformance phenomena show that, on average, IPO’s tend to under-

perform their competitors within the same industry and size three- to six years after the ac-

tual IPO. The impact of the second abnormality is mostly that investors that bought shares 

from a newly issued firm tend to lose money if they do not sell the share within the first 

days. Furthermore, the money the investors probably made because of the underpricing on 

the first day tend to be followed by the long run underperformance and even out (Jenkin-

son and Ljungqvist, 2001).  

These two phenomenon’s discussed above does not only exist in literature and research re-

ports, as can be seen in the table below, there are both international and domestic evidence 

for that (extended table, see appendix 9.1), which shows a summary of 6 countries, where 

research proves a positive average initial return. Furthermore, a very famous example on 

the Swedish market is the IPO of Telia AB. It was listed year 2000 when there was a hot 

market and the IT industry was flourishing. There was a big hype for this IPO because Te-

lia was owned by the Swedish government. The offer price was 85 SEK and the launch was 

very successful, especially during the first hours of trading when the highest price was 94 

SEK. However, the closing price was only 88,50 SEK and since then the price began to de-

cline. Though, even if this IPO is commonly known and the circumstances with a non-

private company may have an impact, however, the phenomena per see is not surprising. 

And as discussed already; it is not unusual at all. In most of the IPOs, there is a under price 

and those who wants o take advantage of this has to make sure to sell the stock, preferably 

the same day. According to DagensNyheter, research shows that five years after the IPO 

the average firm has a stock price 20-30% lower than the offer price (www.dn.se). 
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Country Source   Sample 
size 

Time period Average 
initial 
return 

China Datar and Mao; Gu and Qin (A shares)  432 1990-2000 256,90% 

Gremany Ljungqvist 407 1978-1999 27,70% 

India Skrishnamurti and Kumar 98 1992-1993 35,30% 

Norway Emilsen, Pedersen adn Saettern 68 1984-1996 12,50% 

Sweden Rydqvist 251 1980-1994 34,10% 

USA Ibbotson, Sindelar and Ritter 14840 1960-2001 18,40% 

Figure 2. Evidence for underpricing (Leleux & Muzyka, 1997) 

1.3 Research questions 

We have seen theories as well as research surrounding this field, and also evidence of un-

derpricing and underperformance on the Swedish market, for example Telia. We find it in-

teresting and worth analyzing if these two abnormalities exist on the Swedish market be-

tween the years 1998-2007. We will also look into the process of an IPO, the price setting 

and the cooperation between the underwriter and the issuing firm. 

Additionally, some of the questions we will try to answer are;  

• To what extent did underpricing and “money left on the table” exist on the Swedish market be-

tween 1998-2007? What trends can be seen within each industry? 

The relation between the investment bank and the company will be investigated to be able 

to see if the company can affect the offerprice, and than to what extent, since it is con-

nected to how much money the company might “leave on the table”. Therefore the next 

question is: 

• During the IPO process, is it possible for the issuing firm to affect the offer price?  

We want to investigate the stock market between the chosen years to follow individual 

stocks and see if there are any connections with underpricing and underperformance. 

Therefore the next question must be: 

• Of all the Swedish firms that went public during 1998-2007, how did they perform in the long 

run in terms of stock-performance compared to industry and index? After one year? -Five years? 
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When going public one of the major things changing is the ownership of the company. 

Theory has several views on whether how this will reflect the overall performance. There-

fore the next question is: 

• Does the ownership structure influence the performance of the company in the long run? 

1.4 Purpose 
We will examine if the companies that performed an IPO on the Swedish stock exchange 

year 1998-2007 follow the two abnormalities; underpricing and long run underperfor-

mance. 

1.5 Delimitations 

The research is limited to the years 1998-2007 and to the Swedish stock market (OMX) 

which means that other lists such as “Aktietorget” and other alternative lists will not be in 

our focus. These 10 years are chosen, first because we want to diminish the impact from 

the IT-era, which took place 1998-2000, as well as include situations of both hot and cold 

markets. During the IT-era there were a lot of IPO’s, however in the aftermath (2-3 years) 

of this period it was a exceptional low IPO activity. Therefore, we have chosen a period 

that goes beyond these two extreme situations. Second, we want the IPOs to be relatively 

recent in order to be more accurate. We will further limit out research to the companies 

that are still listed on the Swedish stock exchange; therefore, companies that have been 

through a merger or acquisition will not be included, as well as other reasons for being de-

listed. An example can be Framtidsfabriken, listed in 1999. They are not included in our re-

search since they had a merger with two other companies and developed Framfab. Today 

they have been developed into Bredbandsbolaget. Another example is Telelogica which 

were listen in 1999 and delisted in 2008.  

Out of the three actors that are involved in an IPO,  the reflections will come from the un-

derwriter’s point of view and a little from the issuing firms perspective, however we will 

not put much concerns about the investors.  

While writing this report many parameters are excluded that, of course, have a significant 

impact on the IPO and the performance thereafter. Instead, the report focuses on analyz-

ing stock performance; consequently, other parameters such as growth etc will not be cov-

ered.  
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1.6 Methodology 

Since we want to analyze the IPO process and the performance afterwards, we mostly col-

lect data from the stock market i.e. stock prices, in order to see if there is underpricing or 

not. The abnormality of under performance in the long run will be analyzed with similar 

data but on two occasions (one and five years) as well as compared with a industry index.  

Further, the process of the IPO will be briefly analyzed through the prospectus and an in-

terview with Marcus Rylander at Equity Capital Market, Handelsbanken. Later our findings 

will be analyzed and compared with already existing theories from different experts that 

will enable us to find answer to our research questions. The method used to achieve our 

purpose is combined with several different techniques in data collection as well as analysis.  

In order to fulfill the purpose of this report, the following steps will be taken; 

• Explain the two abnormalities from theory 

• Collect qualitative data from an investment banker who operates as IPO advisor 

• Analyze stock prices and industry index  

• Calculate underpricing and performance 

• Draw conclusions whether the two abnormalities exist on the Swedish market. 

1.6.1 Data collection 

This field of study is widely explored and a popular research topic, therefore there is no 

problem in finding appropriate data. There are many different ways of searching for data, 

however the issue is to select data that is relevant and suits the research topic. Therefore 

keywords are of great importance when searching through databases to find scientific ar-

ticles and journals. The database that we have used is called JULIA and is provided by 

Jönköping International Business School. Previous reports have been a great source but al-

so the belonging reference lists. Other sources are of course online sources and books.  

In order to get a clear structure in the report the purpose will be divided into two sub-

purposes with respect to the abnormalities; underpricing and underperformance. Addition-

ally, a study of the process will be described.  

Authors divide data into two different sources; primary- and secondary data. Within re-

search studies, primary data is defined as the original analysis of data. Whereas secondary 

data can be recognized as re-analysis of data in order to answer a research question or pur-
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pose. In other words, the researcher wants to answer a new question with old data (Glass, 

1976). Both underpricing and long run underperformance will be answered by secondary 

data, mostly by stock prices, industry indexes, and the prospectus. However, primary data 

will be collected with an interview to analyze the different decisions within the process.  

1.6.2 Qualitative- and quantitative data 

There are mainly two different ways to classify information; qualitative- and quantitative 

data. Qualitative data is described as “soft” while the quantitative data in giving a lot of in-

formation often statistics and numbers; one can see the data as “hard”. It is easy to put the 

quantitative data into diagrams and charts and analyze it, while the qualitative data puts 

more emphasis on the understanding (Saunders, Lewis & Thornhill, 2007). 

Within this paper quantitative and qualitative data are combined. The discussions about qu-

alitative data will originate from an interview with an expert within IPO’s. The qualitative 

data will give information that is expressed by words and will give us a deeper and clearer 

understanding of the problem. Therefore, this information is highly important while ana-

lyzing the data and, according to Saunders et al (2007), gives more opportunities to answer 

the research questions. The secondary data will be used to investigate and to strengthen our 

theories; this type of data is categorized as quantitative data.  

1.6.3 Approach: inductive / deductive 

There are two different ways of performing research. First, deductive approach is when 

testing the theory towards the empirical facts, proving the theory in a structured way. One 

chooses a theory and create hypothesis and through this make a strategy of how to test the 

hypothesis and in the end have a generalized conclusion. Second, inductive approach is 

more flexible compared to the deductive approach and develops a theory from the results 

on the observation. This approach is more specific than the deductive observation (Saund-

ers et al, 2007). 

This report will be based on deductive approach, since the theories of underpricing and 

long run underperformance will be proved against our quantitative data collection. Further, 

the theories describing the IPO process will be compared to qualitative data from the Swe-

dish process.  
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Figure 3. Illustration of theory 
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the investment bank will purchase all the new issued shares from the issuing firm and then 

be responsible to re-sell it to the public. The investment bank gets compensated by the 

spread between their purchase price and public offering price. Using firm commitment, the 

investment bank assumes the full risk of not being able to sell all the shares at the deter-

mined price. When using a best effort arrangement, the investment bank agrees to help the 

issuing firm to sell their shares. The investment bank acts as an intermediary between the 

potential investors and the issuing firm. Using this arrangement, the investment bank does 

not bear the risk of non-sold shares. 

The next phase is to construct a prospectus which content is produced in order to satisfy 

the regulatory authorities. The prospectus is the document where the company is intro-

duced to the equity market and potential investors. According to Gometz et.al (1997) it is 

the most important decision basis and everything that can have an impact weather to invest 

or not need to be included in this document. The following bullets are examples of infor-

mation that should be included in a prospectus: 

• Terms and conditions – describes the offer in general, such as price  
• Background and motive – why the issuing firm chooses to go public 
• Presentation of the company 
• Financial development – such as key ratios 
• Financial targets – as well as future investments 
• Ownership structure 
• Previous annual reports 

 

Jenkinson and Ljungqvist (2001) continuously describes the process with the fourth phase, 

where the underwriter will also start pre-marketing the issue in order to get some informa-

tion from the market (the potential investors). The underwriter wants to get some feedback 

that can be used when determining the offer price range. The initial price range will typical-

ly change during the process and only when the final prospectus is launched the price in-

terval is set. The marketing can be done in various ways. The most common activity is 

Road shows. During a road show, the investment banker’s aim is to publicize and promote 

the new offer.  

The next phase is to set the offer price and determine the allocation of issued shares. There 

are in general three ways, which the issue will be allocated and priced. During a fixed-price 

offering the offer price is set before the requests of shares have been submitted. If there is 

an excess demand for the issue, they will be rationed on pro rata or a lottery basis. Using 



 

 

fixed-price allocation, the requests for larger numbers of issues will be cut back more often 

than requests for reasonable numbers. The second way, book building, where the inves

ment banks seek to find potential investors. They usually aim for large institutional inve

tors and, simply speaking, asking them how many issues they want to buy at what price. 

The Book building mechanism is used to receive information from potential investors 

about the future offer price. This method is very useful since it reduces the information 

asymmetric that are present in IPO decisions. Accordingly, this will lead to that the firm 

will go public at a fair price. However, a key feature is that the underwriter, with the help of 

the issuing firm, has the complete discretion in allocating the shares

final allocation of shares will most often be according the preference of the initial pre

issuing shareholders. The third and final way of setting the price is called auctions. Here, a 

tendency is that the price will be set slightly 

bids are submitted (Jenkinson and Ljungqvist, 2001).

 

 

 

 

Figure 4. The IPO process
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final allocation of shares will most often be according the preference of the initial pre

issuing shareholders. The third and final way of setting the price is called auctions. Here, a 

tendency is that the price will be set slightly below the market clearing price a
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IPO than other investors (Rock, 1986). Furthermore, it is when an investor gets all the 

shares that he wants, but it is only under the circumstance that the more informed inves-

tors do not want those shares. When a share is offered to a fixed price, investors need to 

think rational. However, it is not the rationale itself that leads to underpricing. If the in-

formation is asymmetric, meaning that some investors have an information advantage 

compared to others, some investors will suffer from that. Then, some will get more of the 

underpriced and desirable shares and some will get less, and these might receive more of 

the non-desirable shares, which lead to the winners curse. Furthermore, the investors that 

suffer from the winners curse, also called the least informed, will only ask for shares if they 

are sufficiently underpriced so that it covers the loss of compensation from the “unfair” al-

location of shares (Ritter, 1998).   

The informed investors are more likely to buy when the stocks are underpriced since they 

have more knowledge (not buying when overpriced etc). If people start notice that in-

formed investors are buying, the uninformed investors will buy as well, and there will be 

excess demand(Rock, 1998).  

2.2.2 The market feedback hypothesis  

The market feedback hypothesis results from the pricing stage of the IPO-process. Often, 

the investment bank consult with different investors about their valuation of the issuing 

firm and also about their willingness to invest, this is referred to as book building. Accord-

ing to the market feedback hypothesis; in order for the investors to reveal truthful informa-

tion they will be compensated with underpriced shares. It also states that the amount of 

underpricing is dependent on the type of information that comes out of it. Therefore, the 

offer price is either pushed upwards or downwards by the demand. Furthermore, the 

shares that are increased in price are said to be even more underpriced compared to the 

shares with an offer price that is devalued (Ritter, 1998).  

2.2.3 The bandwagon hypothesis 

The bandwagon hypothesis is quite similar to herding. It is when investors not only take 

investment decisions grounded on their own information. If there is a trend showing that a 

lot of people buy a particular share, an investor might also buy it even though it would 

never happen out of his own analysis. And the other way around, an investor might skip 

buying a share if he sees that no one else does. Because of this tendency, the investment 
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banks use underpricing to get attention and to attract the first couple of investors, who lat-

er on, preferably, boost the demand further by the bandwagon effect (Ritter, 1998).  

2.2.4 The investment banker’s monopsony power hypot hesis  

This hypothesis talks more about the strategy from the investment bank itself. It states that 

they use their competitive advantage in terms of superior knowledge about market condi-

tions compared to other players and therefore the shares are underpriced (Ritter, 1998).  

2.2.5 The lawsuit avoidance hypothesis  

This hypothesis can easily be seen as very general reason for underpricing. It states that in-

vestment banker’s simply under price shares in order to avoid potential lawsuits in the fu-

ture. It became more relevant after the Securities Act of 1933, where it is written that “all 

participants in the offer who sign the prospectus are liable for any material omissions” (Rit-

ter, 1998 p. 9).   

2.2.6 The signaling hypothesis  

Is often used to maintain a good relation with other players. Ritter express it as “underpric-

ing leaves a good taste” because it enables investors to make profit because of the potential 

initial returns (Ritter, 1998).  

2.2.7 The ownership dispersion hypothesis 

Might be more of consideration for the issuing firm itself. It is because they want to under 

price in order to attract as many small shareholders as possible, simply because the man-

agement wants to keep control of the firm, another reason is that the underpricing increas-

es the liquidity of the market for the share. The risk is high that only large but few inves-

tors’ wants and even have the capacity of buying shares if they would not be underpriced 

(Ritter, 1998).  

2.3 Money left on the table 
Money left on the table is explained as the amount of money that is being “left”, the differ-

ence between the offer price of the stock and the closing price the first day, multiplied by 

the amount of stocks that were sold, assuming the stock is being underpriced (Ritter, 1998). 

Every year enormous sums of money are “left on the table”, money the company could 

have earned during is first day of trade but due to the underpricing, it is money the compa-

ny never sees (Dimbrowski & Brooks, 2003). 
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To calculate money left on the table we use the formula from Aggarwall et al. (2001), where 

(Q)- Quantity, (Po)- Offer price, (P1) – Closing price, ( P1-Po) - The velocity of the first day 

of trade (under price); 

Money left on the table = Q * (P1 – Po) 

There are mainly two objectives why leaving money on the table, first of all it makes the 

flotation easier, to a lower price there will be a higher attraction for the buyers and there-

fore it will be easier to sell. Secondly, the underwriter makes up for the lost commission by 

selling to a lower price and therefore the underwriter favors the issuing firm in other finan-

cial ways. Though there is almost never discussed negatively about the money left on the 

table by the issuing firm towards the underwriter (Dimbrowski & Brooks, 2003).  

2.4 Best effort vs. firm commitment 
Once the issuing firm decides upon which investment bank to operate with they need to 

agree on each actor’s contribution as well as how the risks are shared between the involved 

parties. The issuing firm needs to choose between two contracts; Best Effort and Firm 

Commitment. Using a Best Effort arrangement, the investment bank will only act as an in-

termediate and does not bear the full risk of not selling the newly issued stock. With a Firm 

Commitment arrangement, on the other hand, the investment bank will purchase all the is-

sued shares and then be responsible to resell it to investors. It is also argued that when a 

Firm Commitment contract is being used and both the issuing firm and investment bank 

has equal symmetric information, there would be no underpricing. This, since the invest-

ment bank has the incentive to maximize its earnings and would therefore sell the issue at 

the highest possible price. However, when using a Best Effort arrangement the investment 

bank will only act in its own self interest. Therefore, it is likely that the investment bank will 

not work hard enough and therefore the issue will be underpriced (Baron, 1982).  

2.5 Explanations for underperformance 
Long run underperformance is the second abnormality. During a test that Ritter performed 

in 1991, he showed that IPO’s after 3 years underperforms significantly, compared to 

companies in the same size and industry. The firms underperforming more are most often 

relatively young companies that made the flotation during high-volume years. Buying the 

share after a few hours of trade, will diminish the absence of underpricing. If an investor 
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ultimately would hold this share for three years, the investor would get 83% of each dollar 

(Ritter, 1991).  

There are evidence of underperformance. The return of the IPO are correlated in calendar 

time if the firm goes public in different years. Furthermore, the investor’s sentiment can be 

a possible explanation of underperformance, how he feels about a certain stock etc. Indi-

viduals are more likely to be influenced by norms or lack of complete information (Brav & 

Gompers, 1997).  

2.5.1 “Hot issue” market phenomena 

There are evidence showing that companies within the same industry has a cyclical ten-

dency to go public, which is followed by significant underpricing and long run underper-

formance (Lowry, 2003). Also, evidence shows that the investment in, and the volume of, 

IPO’s is larger when the market peaks rather when the market is cold (Ritter, 1991). 

One of the more accepted theories surrounding the low long-run performance was devel-

oped by Miller (1977) and Morris (1996). They believed that the ones that were the most 

optimistic about an IPO would be the buyers and, hence, the ones that would determine 

the market price. When more information about the issuing firm becomes available, the 

difference of opinions will narrow, and the initial buyer will not be as optimistic anymore. 

They will then sell their shares. Consequently, if the firm will issue more stock the initial 

buyers will not be as optimistic as in the hot market and, thus, the stock price will decrease. 

2.5.2 Windows of opportunity 

The ”Windows of opportunity” theory believe that IPOs become more overvalued during 

”hot” markets than during ”cold”, and issuing firms should therefore try to take advantage 

of the opportunity, since it is limited by time. Investors are more optimistic during market 

peaks and hence overvalue the issues.  

As with the “Hot Issue” market phenomena, issuing firms wants to take advantage of the 

investors over-optimism. The issuing firm’s captures a “Window of opportunity” by float-

ing their share when the market is hot and therefore receive more per share. Both the “Hot 

Issue” and the “Window of opportunity” theory also states that those issues that were in-

troduced during market peaks are those that will perform worst in the long run (Ritter, 

1998).  
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2.6 Ownership structure 
By going public, the issuing firm agrees to change its company ownership structure and, 

thus, the initial control of the firm. The ownership and the control of the firm will both 

matter in the firms, everyday, operational- and investment related decisions. Usually, when 

there is a separation between the ownership and the control, there will be an issue of agen-

cy costs. Agency costs are referred to the implications that arise when the managing, pre-

issue, share holders have different objectives than the post-issue holders (Jenkinson & 

Ljungqvist, 2001).  

It can be argued that the more shares a manager sell to outside investors, the less he will 

care about the performance of the company and, thus, the larger the agency cost problem 

will be. The more shares kept within the company the better is the long-run performance. 

Conversely, firms that sold out a larger fraction of their firm would perform worse. This, 

simply because managers that owned more shares had an incentive to maximize the firm 

value, rather than their private benefits, than those that owned less (Jenkinson & Ljungqv-

ist, 2001). 

2.7 Jenkinson’s trading rule 
Putting it all together with the underpricing and underperformance, the trading rule may 

seem simple: investors should sell the shares almost immediately they start trading, known 

as flipping. By doing so, investor’s fortunate enough to be allocated shares at the IPO, 

would benefit from the initial underpricing and would not suffer the long-term underper-

formance because they would sell off the shares after the first day. However, if people 

would follow this rule, the phenomenon of long-run underperformance would tend to dis-

appear (Jenkinson and Ljungqvist, 2001). 

2.8 Previous studies 

Research within IPO’s can be dated back as long as to the beginning of the 1960’s. One 

crucial aspect, which needs to be considered, is that most, but not all, of the existing litera-

ture have been written and conducted by American authors. This fact might bias some of 

the aspects when investigating the Swedish market.  

The two abnormalities are heavily explored and investigated from several angles. The ma-

jority of evidence regarding the under-pricing phenomena is quantitative. However, the 
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qualitative data mostly tries to develop theories and come up with reasons of the phenom-

ena. 

When it comes to underperformance, the collected data follow the same structure as the 

underpricing phenomena. One can, as in the underpricing aspect, conclude that the data 

that can be used as evidence comes from quantitative methods. There are several theories 

that strive to explain why, but to differentiate between them, and determine those that are 

more accurate, are difficult.  

2.8.1 Empirical evidence of IPO underpricing 

The international evidence that IPO’s are underpriced is significant. This can be seen from 

Appendix 9.2 which summarizes the initial average returns from 38 countries. One interest-

ing aspect is that the IPO’s in developing countries come with a higher initial return. As 

can be seen from the table; during 1990-2000 had the IPO’s in China a initial average re-

turn of 256,90%. In Malaysia, during 1980-1990, the average initial return was 104.10%. 

Meanwhile, countries such as Germany and France had an average initial return of 27.70% 

and 11,60%, respectively.  

2.8.2 Empirical evidence of IPO long-run underperfo rmance 

Underneath, one can see some collected data from various economies.  

Figure 5. Empirical evidence for under-performance 

Most of the researchers have found that IPO’s will underperform their industry peers with 

the same market capitalization during the first three-year interval. They also argue that one 

of the underlying factors of underperformance comes from the initial offering price and 

during what kind of macro-conditions the IPO is launched. When there is a large fraction 

of IPOs, investors tend to overvalue the issues, and the long-run performance will be af-

fected negatively. There are also some evidence that the larger the gap between the offer 

price and first-day closing price, the worse the IPO will perform.  
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3 Method  

This section will, in depth, state how we will go about to answer our purpose and chosen research questions. 

It will be explained how the data was collected, how the data will be analyzed as well as the reliability and 

validity of our data.  

The study started off by doing qualitative studies, find theory, read prospectus, and having 

an interview. This was followed by performing quantitative studies to find stock prices at 

different time sets. The different data has been both primary- and secondary, such as inter-

view, stock prices and prospectus. To develop validity of our results, especially when com-

paring the long run performance, Ritter talks about comparing to its peers, we decided to 

find out the different industries and then compare the stocks to each other within the same 

industry.  

Further on, calculations were made to see whether companies in our sample followed the 

abnormalities or not. The first formula of underpricing is relatively simple and we per-

formed the calculations in Microsoft Excel which made it easier. Once having the amount 

of underpricing of each stock, we could calculate the money left on the table, by multiply it 

with the amount of stocks sold, which we found from the prospectus. Unfortunately, there 

were some numbers missing in the calculations due to that there were errors when search-

ing for stock prices at a specific date as well as prospectus. The lack of data also affected 

our ability of calculating the underperformance, i.e. since some stocks in our sample were 

introduced lately and therefore lacked data from five years of trade.  

During our studies we have found many influencing parts that affect the behavior of a 

stock when its being introduced and how it perform in long run. We have selected the 

theories we believe could be the most relevant to answer purpose and our research ques-

tions.  

Through the paper there are also theories presenting how an IPO is performed as well as 

some theories describing how the stock perform in long run as well as some underlying 

factors.  

3.1 Qualitative interview with M. Rylander   

Handelsbanken is covering the whole IPO process by them self, starting from the valuation 

of the firm and writing the prospectus to the marketing actions and the actual IPO. During 
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2008, there was only one IPO, DGC One AB with Handelsbanken as underwriter, taking 

place on the Swedish stock market.  

Therefore, an interview with Marcus Rylander, working at Equity Capital Market, Handels-

banken, will supply us with unbiased qualitative information about the process and the rela-

tion between the issuing firm and the underwriter, but also his general point of view of un-

derpricing and under performance. His knowledge and experiences from the IPO process 

will be asked upon and later compared to theory. The themes of the questions will mostly 

cover the pricing methods and the relationship between the investment bank and the is-

suing firm, if there is any way the issuing firm can affect the pricing or the performance af-

ter the IPO. Furthermore, if there are any actions taking place trying to avoid underpricing 

and long run underperformance.  

According to Hollway and Jefferson (2000) an interview should be based on themes as top-

ic-guidelines instead of fixed questions that are designed as a questionnaire. This way of 

performing an interview generates a good flow and will generate an informative result 

(Hollway & Jefferson, 2000). Equally important is the degree the interviewer gets involved 

and follows up questions how he interpret, verify and reports after the interview is also im-

portant criteria for the quality (Kvale & Brinkmann).  

3.2 Data analysis 

3.2.1 Interview analysis 

The purpose of the interview is to get additional qualitative information from an expert 

within the field on the Swedish market, in order to compare the theory to reality. We re-

gard Marcus Rylander to be an expert since he has 12 years of experience at Handelsban-

ken both in terms of performing and leading IPO’s as well as M&A’s, and therefore the in-

formation from the interview is regarded as valid and truthfully. Since the process of per-

forming IPO’s is highly regulated in many ways and also a very complex and time consum-

ing process, we believe the process being similar to most of the investment banks and un-

derwriters, also because they often cooperates, there must be similarities in the processes. 

Because of this, we believe that only interviewing one expert is sufficient. 

When it comes to analyzing the answers, Marcus’ experience and general comments are be-

lieved to be a general assumption within the industry, however we are aware that his 

thoughts might be different from others. On the other hand, we do not see this as a weak-
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ness for the conclusions. Furthermore, our findings from underpricing and underperfor-

mance will be complemented with the qualitative data from the interview.  

3.2.2 Index 

We will investigate the stocks performance in different time periods, 1 day, 1 year, and 5 

years compared to index. First, the general index will be set into comparison to the differ-

ent industry indexes, and later, the industry indexes will be compared to the sample. The 

indexes and different industries are taken from Affärsvärlden. 

OMX Affärsvarlden’s general index, AFGX, is one of Sweden´s oldest indexes and it 

started 1937, the index is wide and measures the average stock market in Sweden. It is a 

simple and clear measurement to see how the whole market changed on average.  

The comparison of a stock to a general index can be deceptive, though it can be interesting 

to see how it perform compared to the AFGX in general to look for trends or extreme cas-

es . It can also be unfair since there can be a big difference how different industries per-

form in different time periods. There are 9 industry indexes and the base measurement was 

set to 100 and it started 1995. The industries are Materials, Industrials, Consumer staples, 

Consumer discretionary, Health care, Financials, Information technology, Telecommunica-

tion services and Energy. 

3.2.3 Formula for underpricing 

Underpricing =  Closing price day 1 – offer price                

Offer price 

To find out the amount of underpricing, the closing price of the first day of trade was sub-

tracted from the offer price. This sum should be divided with the offer price to get the cor-

rect answer shown in percent.  

 

3.2.4 Formulas for under performance 

Long run performance = closing price after x – closing price day 1  

Closing price day 1 

The closing price after X days subtracted by the closing price the first day, this sum divided 

by the closing price first day. The shown result is the performance of the stock in percent. 
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Long run performance adjusted to index =  

100 * (1+(long run performance/ (1+(index after x – index day 1) -100 

index day 1 

This formula gives a measure of the difference between the stock performance and the in-

dex performance. 

3.3 Reliability and validity 

Research on this area is performed on variety of markets and different time periods and 

there are many ways of performing it. However, one weakness with this thesis is the time 

period. The year 1999 to 2000 was an exceptional period for IPO’s due to the IT bubble, 

where there were a lot of IPO’s and most of the companies operated in the IT industry. 

However, many of these companies are today either merged with another or acquired, 

some might also have declared bankruptcy, one huge implication for this is the burst of the 

IT bubble year 2001.  The post period (2-3 years) of the IT bubble did, on the other hand, 

not provide good conditions for going public, only a handful of IPO’s were performed 

during this time.  

The research on long run underperformance is limited to stock performance; this might of 

course also constitute a problem with this thesis. Here, there are many factors playing an 

important role. In order to get a fair conclusion, factors such as ownership structure and 

key ratios are also relevant; therefore only looking at stock performance is counted as a li-

mitation of this research.  
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4 Empirical findings 
This section will introduce the reader with the data collected from our interview as well as from other sources. 

Accordingly, data that investigates the two phenomena’s will be summarized and explained.  

4.1 Sample 

The total population from which we selected our sample is the total amount of companies 

that were introduced on the Swedish stock market, OMX, in 1998-2007. Later, in order to 

get as valid and truthfully data as possible we chose to investigate companies that are still 

listed since we want to be able to compare historical data as well as the development. Dur-

ing the 10 years of focus, the study will be performed on 58 companies (Appendix 9.2 ) 

4.2 Distribution of sample 

Our sample constitutes of all the companies that performed an IPO during 1998-2007 in 

Sweden, and that are still listed today. It turned out to be a total amount of 224 companies 

and the ones that are still listed are only 58 companies, which constitutes 24,6% out of the 

total. For example, during the first four years there were a lot of IPO’s, but there were also 

a lot of delisting. The two following years, 02-03, there were less IPO’s and the majority of 

the companies from 2002 are de-listed and all of the 6 companies from 2003 are also de-

listed. Then something happens, in 2004 there is a turn because half of the companies are 

still left on the stock exchange, and 2005-2007 all of the companies are still listed. Below 

there is a pie chart of the industry-distribution of our sample. It is clear that the IT industry 

and the Industrials-industry are the two major industries within IPO’s. 

 

Figure 6. Industry distribution of sample 

Consumer 

Discretionary 18%

IT 25%

Industry 24%

Finance 7%

Health care 16%
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Having seen the sample-distribution in total, another interesting aspect is the distribution 

for the shares that were underpriced themselves. Appendix 9.3 includes only the part of the 

sample with companies that had a offer price lower than the closing price the first day of 

trade. As seen, the adjusted sample looks almost the same as the whole sample, there are 

some difference within the finance industry where there were a few less underpriced. Again 

the IT- and industry-industry are the major players, but also the healthcare industry is tak-

ing a bigger part compares to the whole sample. 

4.3 Index 

The table below comes from Affärsvärlden.se and shows the development of general index 

and different industry indexes, and their development at the Swedish exchange during 

1999-2008.  

 

 

Figure 7. Industry indexes in comparison to general index 

Some sectors have performed above the OMX General Index. One of the better perform-

ing sectors is the consumer staples. The IT sector had a peak during 2000 but has de-

creased and is now the worst performing sector. All sectors, with some minor exceptions, 

follow the slope of the OMX General Index. 

0
100
200
300
400
500
600
700
800
900

1000

19
99

-0
3-

30

20
00

-0
3-

30

20
01

-0
3-

30

20
02

-0
3-

30

20
03

-0
3-

30

20
04

-0
3-

30

20
05

-0
3-

30

20
06

-0
3-

30

20
07

-0
3-

30

In
de

x

Date

Financials

Health care

Industrials

IT

Telecommunication 
Services
Energy

Consumer Staples

Consumer 
Discretionary
Materials



 

 
23

One can see that between the years 1999-2000 there was a steady increase of the general 

index. The following years experienced both increases and decreases, however between 

2000-2004 there was a clear decrease followed by a few years of increase. From 2007, to 

present day, there has been a significant decrease due to large uncertainties. 

4.4 Underpricing 

4.4.1 Underpricing per industry 

Out of the 58 companies we have investigated there were 28 companies who had set a low-

er offer price than the closing price first day of trade, and were therefore underpriced. Fur-

ther, there are also differences in underpricing between industries. During year 1998-2007, 

the total underpricing was 23%, compared to the finance industry alone, that was only 2% 

underpriced. Equally distinct is the IT industry that was underpriced 59%. 

Average underpricing per industry (%) 

Consumer discretionary 19 

IT     59  

Industry   10 

Finance    2 

Telecommunication   4 

Consumer staples  10 

Health care    9 

 

When looking at the different industries, Eniro underpriced the most within the consumer 

discretionary; almost 70%, while Rezidor Hotel group did only underprice 1%. At the IT 

section Cybercom underpriced with almost 200%, and Axis only with 1%. Within the In-

dustrials industry section the companies did not under price that much, Proffice under-

priced by 32% and underpriced the most, the rest of the companies were in between 3-

13%. In the finance section only Eastern Capital explorer underpriced and only by 2%. 

Within health care, Sectra had a under price of 20% which was the highest in that industry. 

Within the Telecom and Consumer staples, only one company in each industry, Telia and 

Oriflame were underpriced. Telia were under priced by 4% and Oriflame by 10%. 
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Mekonomen AB 2000-05-29 Consumer d 3% 

Rezidor Hotel group AB 2006-11-28 Consumer d 1% 

Clas Ohlsson AB 1999-10-05 Consumer d 21% 

 

Novotek AB 1999-06-30 IT 21% 

ORC Software AB 2000-10-19 IT 21% 

ReadSoft AB 1999-06-22 IT 24% 

Micronic Laser Systems 

AB 2000-03-09 IT 96% 

Axis AB 2000-06-27 IT 1% 

Cybercom Group Eu-

ropé AB 1999-12-01 IT 193% 

 

BE-group AB 2006-11-24 Industrials 5% 

Lindab International AB 2006-12-01 Industrials 3% 

Poolia AB 1999-06-23 Industrials 13% 

Intrum Justitia AB 2002-06-07 Industrials 6% 

Nederman Holding AB 2007-05-16 Industrials 9% 

Indutrade AB 2005-10-05 Industrials 12% 

Proffice AB 1999-10-11 Industrials 32% 

 

East Capital Explorer AB 2007-11-09 Finance 2% 

 

Q-med AB 1999-12-06 Health care 2% 

Orexo AB 2005-11-09 Health care 1% 

Biovitrum AB 2006-09-15 Health care 12% 

Sectra AB 1999-03-03 Health care 20% 

 

Telia AB 2000-06-13 Telecom 4% 

 

Oriflame Cosmetics SA 2004-03-24 Consumer s 10% 

 

Figure 8. Underpricing per industry 

4.4.2 Underpricing per year 

Below is an illustration of the average percentage of underpricing per year. A comparison 

in percentage can be found in appendix 9.4.  

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 

55 41 32 4 10 - 10 5 5 8 

Figure.9 Average percentage underpricing per year  
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When it comes to the different years, one can tell that there where only Prevas who was 

underpriced in 1998 compared to 7 companies introduced. In 1999, 8 stocks were under-

priced, and 14 were introduced on the stock market. In 2000, 6 companies underpriced and 

7 companies were introduced. During 2001, 4 companies were introduced and one of them 

where underpriced.  3 companies were introduced in 2002 and one of them where under-

priced. 2003 was a bad year for the stock market and none of the companies introduced are 

still on the stock exchange today. In 2004 one out of four firms were underpriced and dur-

ing 2005 four companies were introduced and three of them were underpriced the first day 

of trade. In 2006, 4 out of 8 companies were underpriced and in 2007, 3 out of 6 under-

priced. In appendix 9.7 one can see the amount of stocks introduced and how many of 

those that where underpriced. Below one can see those companies that were underpriced 

per year. 

Prevas AB 1998-05-29 IT 55% 

 

Sectra AB 1999-03-03 Healthcare 20% 

Novotek AB 1999-06-30 IT 21% 

ReadSoft AB 1999-06-22 IT 24% 

Poolia AB 1999-06-23 industrials 13% 

Clas Ohlsson AB 1999-10-05 Consumer d 21% 

Proffice AB 1999-10-11 industrials 32% 

Cybercom Group Eu-

ropé AB 1999-12-01 IT 193% 

Q-med AB 1999-12-06 Healthcare 2% 

 

Micronic Laser Systems 

AB 2000-03-09 IT 96% 

Mekonomen AB 2000-05-29 Consumer d 3% 

Telia AB 2000-06-13 Telecom 4% 

Axis AB 2000-06-27 IT 1% 

ORC Software AB 2000-10-19 IT 21% 

Eniro AB 2000-10-10 Consumer d 70% 

 

BTS Group AB 2001-06-06 Industrials 4% 

 

Intrum Justitia AB 2002-06-07 Industrials 6% 

 

Oriflame Cosmetics SA 2004-03-24 Consumer s 10% 

 

Indutrade AB 2005-10-05 Industrials 12% 

Hemtex AB 2005-10-06 Consumer d 2% 

Orexo AB 2005-11-09 Healthcare 1% 
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Biovitrum AB 2006-09-15 Healthcare 12% 

BE-group AB 2006-11-24 Industrials 5% 

Rezidor Hotel group AB 2006-11-28 Consumer d 1% 

Lindab International AB 2006-12-01 Industrials 3% 

 

Nederman Holding AB 2007-05-16 Industrials 9% 

Aerocrine AB 2007-06-15 Healthcare 12% 

East Capital Explorer AB 2007-11-09 finance 2% 

Figure 10. Underpricing per year 

4.5 Money left on the table 
In our sample we have calculated 23 companies that left money on the table. Micronic La-

ser systems AB left the highest amount in our sample, their stock were underpriced with 

almost 100%, it was offered at 105 and closed at 205 the first day of trade. Micronic left 

almost 2,5 billion SEK. Telia’s stock also underpriced but only with a few percent (4%) but 

due to the huge amount of stocks sold out the money on the table was close to 560 million 

SEK. There except from telia 6 other companies that left over 100 million SEK, ORC 

software left 149 MSEK, Cybercom almost 325 MSEK, Lindab 108 MSEK, Intrum Justitia 

left 122 MSEK, Indutrade almost 200 MSEK and Proffice 410MSEK. The rest of the 

companies are in an interval of 4 MSEK (Orexo) - 88 MSEK (BioVitrum).  As can be seen 

in appendix 9.5 there is a list of the offer price and the price interval , the amount of stock 

the company gave out  in comparison to the money left on the table.  

4.6 Performance in general 

Performance can be measured in many ways. An indicator of how the stock market per-

forms is the general index which shows the average performance of the whole stock mar-

ket, there are also industry indexes showing a weighted average of the different industries. 

These give a more unbiased and trustworthy index for a specific group.  

The IPO’s that are included in our sample are those that still exist, and operate under the 

same name today. We have excluded those that have been de-listed as well as those that 

have merged with other companies. The companies within our samples were listed during 

1998 till 2008. The fact that many of those companies, issued in the late 90s, does not op-

erate today, indicates how hard it is for IPOs to survive.  
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4.7 Performance per industry 
Going forward, it is interesting to compare the stock performance separately for each in-

dustry. In order to get there, the formula shown in 3.2.5 is used to calculate the stock per-

formance. Furthermore, similar illustration are done, however, these are adjusted to the 

branch index. In order to see how the stock performance has been in relation to the branch 

index, the formula in 3.2.6 has been used. Since the index is a weighted average of the per-

formance of all the companies within the industry, it is possible to see the difference in per-

formance between the branch index and the performance of each company, in terms of 

stock performance, adjusted to the branch index. In other words, what is illustrated is the 

performance of the companies compared to their branch index, and can be found in ap-

pendix 9.8-9.13. To get it clear, there are two tables in appendix for each industry, the first 

table shows the performance without any respect to industry index, and it illustrates the 

stock performance after one day-, one year, and five year of trade. The second table shows 

the same time intervals and the stock performance with respect to industry index, stocks 

performing below 0 underperformed.  The results are in percent, and can therefore be 

compared to each other, without any risk of mixing stock prices up.  

When ordering the companies into each industry we get the following results: 

4.7.1 Consumer discretionary 

The consumer discretionary industry is shown in appendix 9.8. The stock performance 

does not follow any trends. Nobia has been the far most successful company in terms of 

stock performance, from the first day of trade until five years later, their stock grew 275%, 

while A-com  has had a negative performance, -100% after 5 years. Mekonomen and RNB 

had a steady increase in their stock performance. Hemtex and Kappahl have increased but 

we cannot see the fifth year since they have not been listed for five years.  

Looking at how the stocks performed compared to industry index there are some changes. 

Within this industry there were five out of ten companies that were underpriced the first 

day; Mekonomen, Eniro, Hemtex, Rezidor, and Clas Ohlsson. Further, only A-com and 

Mekonomen underperformed compared to index after five years.  

 

 

 



 

 
28

 1st day           1 year perf         5 year perf 

Mekonomen AB 2,73% 19,47% 57,52% 

RNB, Retails and Brands AB -48,11% -46,75% 75,76% 

Nobia AB -69,67% -15,47% 275,11% 

Eniro AB 70,27% -9,52% 10,72% 

A-com -22,32% -44,88% -99,39% 

Hemtex AB 2,32% 44,03%  

Duni AB 0,00% -40,00%  

Rezidor Hotel group AB 0,96% -26,48%  

KappAhl Holding AB -10,71% 34,00%  

Clas Ohlsson AB 20,75% 135,16% -14,84% 

Figure 11. Underperformance in consumer discretionary industry 

4.7.2 IT 

The IT-industry is somewhat special, because it has an extreme case, ORC Software that 

had a performance of 600% better after one year, therefore one study is made with all the 

companies and one without ORC, in order to get a more specified picture of the develop-

ment. Of the companies in the IT sector almost all of them has had a negative develop-

ment of stock performance. The companies that were underpriced in this industry were 

ORC Software, ReadSoft, Micronic LaserSystems AB, Prevas, and Axis, constituting 50% 

of the industry. What is interesting is that after five years, all companies within the IT in-

dustry had a negative performance compared to index.  

 1st day 1 year perf 5 year perf 

Novotek AB  -25,79% -91,45% 

Jeeves Info Systems AB 55,32% -10,96% -87,95% 

ReadSoft AB 21,43% 12,16% -8,24% 

HiQ international AB 0,00% -6,25% -23,50% 

Micronic Laser Systems AB 192,61% -59,62% -86,53% 

MSC Konsult AB 95,71% 22,63% -69,22% 

ORC Software -9,74% 603,55% -83,82% 

NOTE AB -8,00% -30,29%  

Axis AB 0,00% 50,00%  

Tilgin AB -22,88% -67,32%  

HMS Networks AB -1,35% -5,48%  

Figure 12. Underperformance in IT industry 

4.7.3 Industrials 

Going forward, the industrial-industry is different from the IT industry. Proffice, Intrum 

justitia and Malmbergs elektriska has had a positive development of stock performance. 

Within the industry 8 out of 13 companies were underpriced, but only one underperformed 
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after five years, Poolia, and they were also one of the companies that were underpriced. 

There are some differences when looking at the comparison with index, where Malmbergs 

and Intrum justitia showed good performance here as well but also Lindab and BTS also 

performed well.  

 1st day 1 year perf 5 year perf 

Cybercom Group Europé 

AB -1,18% -19,05% 25,00% 

BE-group AB  -13,16% -36,84% 

Lindab International AB -47,56% 25,58% 16,28% 

BTS Group AB 13,33% 288,24% -66,00% 

Poolia AB 31,55% 191,40% -87,87% 

Alfa Laval AB 3,51% -52,54% -36,95% 

Intrum Justitia AB -73,08% -22,45% 335,71% 

Malmbergs elektiska AB 6,38% -18,20% 80,50% 

Nederman Holding AB 12,31% 46,58%  

Systemair AB 2,50% 41,02%  

Opcon AB 9,20% -4,21%  

Indutrade AB -0,26% -42,16%  

Proffice AB 0,00% 10,61% 225,76% 

SAAB AB -0,71% -46,76%  

Figure 13. Underperformance in industrials industry 

4.7.4 Telecommunication 

Telecommunication is one of the least common industry within our sample and only Telia 

was underpriced the first day. The graphs seems to follow quite well, the stock perfor-

mance and comparison to industry index. When it comes to underperformance, Telia made 

it better than index and so did Millicom, but not much. But Phonera has a significant nega-

tive performance, they started the first day with a positive performance of 4,3% better than 

index, but after one year they underperformed with 104,7%, and five years 136%. 

 1st day 1 year perf 5 year perf 

Phonera 4,12% -40,68% -59,44% 

Millicom Intrn. Cellular SA  -12,69%  

Telia AB 9,74% -28,06%  

Figure 14. Underperformance in telecommunication industry 

4.7.5 Finance 

The finance industry needs some attention, because the values for five year after the IPO 

was not available for any of the companies, therefore we can only assure the one year pe-

riod to be true. However, the company that was underpriced was EastCapitalExplorer AB, 
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they also underperfomrmed the most with almost -90 %. Kungsleden did well in terms of 

stock performance after one year, but at the same time there were a underperformance af-

ter one year. 

 

 1st day 1 year perf 5 year perf 

Kungsleden AB -6,45% 31,03%  

LinkMed AB 1,50% -51,72%  

East Capital Explorer AB -48,00% -89,23% -84,62% 

Diös Fastigheter Ab 20,00% 333,33% 46,43% 

Figure 15 Underperformance in finance industry 

4.7.6 Healthcare 

Finally, the healthcare-industry is the one with the most underpricing, 5 out of 9 companies 

were underpriced. The same problem exists here as for the finance industry, only Q-med, 

Biophausia, BioInvent and VitroLife can be analyzed, and out of them only VitroLife suc-

ceeded in performing better than index with 178% in the fifth year but in the third year Vi-

troLife was close to 300% comparing to index. Stocks underperformed, Q-med and Bio-

Phausia and Bio Invent, BioInvent decreased from 275% in the third year until – 50% in its 

fifth year compared to index. 

 1st day 1 year perf 5 year perf 

Vitrolife AB 1,72% 254,24% 174,58% 

Q-med AB -16,13% -48,08% -84,62% 

BioPhausia AB  -22,44% -31,30% 

Karo Bio AB 1,11% 35,16%  

Aerocrine AB 11,50% -21,08%  

Orexo AB 12,00% -48,21%  

Biovitrum AB 5,94% 96,00% 22,67% 

Sectra AB  5,59% -92,71% 

BioInvent Intern. AB -8,70% 269,05% -60,71% 

Figure 16. Underperformance in healthcare industry 

4.8 Hot issue market phenomena 
1997-2000 are most known as the years where a lot of IT-companies became publicly 

traded. The investors were high on expectations and everyone wanted to invest in all kinds 

of firms. This resulted in extreme underpricing for most issuing firms. However, during the 

years 2001-2005 did the market turn “cold” and investors expectations went down. The 

negative views of investors made the IPO market decrease significantly. Apart from the in-
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terval 2005-2007 have the IPO market remained cold and still is. During 2008, only one 

IPO took place. 

The issuing firm’s tendency to time their floatation’s is illustrated in the graphs in appendix  

9.14 and as can be seen; with high initial returns follows a rising IPO volume. During the 

hot market 1998-2000  there were a majority of our sample introduced, the ones still listed 

and active today are still about half of our sample. 15 out of 26 companies were under-

priced and introduced during the hot market 1998-2000.   

Out of the companies introduced in 1999, Q-med, Proffice, Poolia and Novotek were un-

derperformed the first day of trade and introduced in a hot market. These companies 

showed a positive performance after five years of trade. Clas Ohlsson and Cybercom were 

also introduced 1999 and underpriced but were still showing negative performance after 

five years. In 2000 the companies performing well after five years and underpriced from 

the start were Mekonomen, Eniro, but the ones showing a negative performance after five 

years were, ORC, Micronic Lasersystems, Axis and Telia.  

After the hot market comes the cold, and 2001-2004 were low years and during 2002 only 

Intrum Justita were introduced with an underpriced stock and had performed very well af-

ter five years. In 2003 no companies joined the stock market at all.  

In 2005 the market changed and Hemtex, Indutrade and Orexo were introduced to a un-

derprice and after one year of trade (since they has not been active on the stock market for 

five years) all of the stocks showed a positive performance. In 2006, four companies were 

introduced with a underprice; Rezidor hotel, BE-group, Lindab, and Biovitrum. The two 

first mentioned had a positive development after one year.  Nederman and Eastern capital, 

were introduced in 2007 with a underprice the first day, both showed a negative result after 

one year of trade. All this is further illustrated in appendix 9.19. 

4.9 Ownership structure 
Theory states that companies that sell a larger fraction of their shares to outside investors 

will perform worse than those that sell less. This, simply because, owners that keep a larger 

fraction will care more about their companies and hence work harder.  

Appendix 9.15 represents five companies from our sample which sold the largest fraction 

of their shares. E.g. Nederman Holding sold 69,50% of their company. Out of these five, 
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nedermans Holdings, HMS networks, Axis, Indutrade and Note, all performed above gen-

eral index except Note. 

Appendix 9.16 represent those companies, in our sample, that sold the smallest fraction of 

their company, BE-group, Biovitrum, Sectra, Readsoft and Rezidor hotel group. E.g. 

ReadSoft AB sold 13% of their company. These companies should be the ones that have 

performed best. Most of these IPO’s have performed below or slightly over the general in-

dex since they were introduced. 

4.10 Presentation of qualitative interview 

Practically, what is the process at Handelsbanken for an IPO? And how long is the 

process? 

Marcus defines the process of an IPO as a complex equity capital market transaction, and 

explains that there are many parties involved in the process. It is also a highly regulated 

field that leaves little room for innovativeness when it comes to many parts of the IPO 

process. However, is does not mean that the process is not entrepreneurial at all, it is in-

deed, but there are several moments where the parties needs to be careful not to infringe 

the regulations. The cooperation between the parties is illustrated in the figure below, as 

can be seen the company as well as the investment bank is in the center of the picture and 

other stakeholders surround them; company related parties, authorities, underwriter related 

parties as well as investors and media. .  

Figure 9. IPO – complex equity capital markets transaction with many parties involved 
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Generally the process of an IPO takes 6-12 months. However, the actual length of the 

process varies from company to company depending on how much preparation the com-

pany itself performed before (company readiness) as well as the stability of the company, 

the internal preparations as well as the market. This particular first period is the prepara-

tion; and according to Marcus a very crucial phase and has a great impact on the success 

and performance on the aftermarket.  This step also includes the valuation of the firm, 

which is the foundation for the price setting. The method used for the price setting usually 

starts with a valuation of the firm, where in most cases the firm is compared to other simi-

lar companies in the same industry, size, maturity and such parameters. To start, the in-

vestment bank and some investors perform the valuation of the firm with starting-point 

from comparable companies in terms of P/E-ratio, EV/EBIT-multiples etc, and less based 

on the cash-flow analysis. However, Marcus points out that the valuation is not fixed, it 

changes constantly during the whole process, and it is not until the final and actual IPO 

date when the price interval is determined. Additional to the internal preparations and the 

valuation, it is also during this phase that the prospect is written as well as other marketing 

documents. 

Once this period is over, that usually takes up to 6 months; the marketing and pricing 

process begins. The valuation of the firm that was made during the previous phase, which 

is done by the investment bank and designated investors, is now presented for external 

analysts. It is also common that the underwriter present the valuation for some large insti-

tutions that are also potential buyers to see if they would be interested in buying shares 

from the firm or not. When doing so, the process goes into the “road show”, which is 

when the firm is marketed to the market. During the road show, the prospectus and other 

marketing documents are presented to attract buyers, and the investors are bidding on the 

shares.  

The following steps are then the actual deal execution and then the following aftermarket. 

There might be circumstances when they need to pause the process due to either the mar-

ket or the readiness of the firm or whatever reason there might be, or in some cases even 

quit the process entirely.  
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Figure10. The IPO process 2 

Is it common for several investment banks to cooperate during an IPO? 

It is very common for investment banks to cooperate during an IPO, it is rather “a rule 

than exception”, with a syndicate constituting of two banks or more. It is more common 

when there is a large company going public, than for smaller businesses. Typically, it is one 

bank that is a global coordinator, which means that they have the rule of project leader for 

the IPO. The other investment banks, book runners, have the responsibility to attribute to 

the sale of the shares.  

When several investment banks cooperate the responsibility is divided. First the whole 

process is divided into one preparation-phase and later the trading-phase. The cooperation 

is taking place during the preparation-phase and responsibilities are usually allocated by 

percentage beforehand. On the other hand, in the second part, the trade-phase the invest-

ment banks can no longer cooperate. Instead they are competitors, since everyone wants to 

trade as many shares as possible.  

Is it possible to perform an IPO without an investment bank? 

It is possible but very hard because, as Marcus defines it, an IPO is not only the process of 

going public; it is also the ability of spreading the shares to the market together with the 

transition to the public. In order to be able to spread the shares efficiently and to as many 

as possible, a placing power and broker-agent experience and contacts with different inves-

tors is needed, which the firm itself lacks, therefore an investment bank is of great impor-

tance when performing an IPO. When referring to investors in this case it is mostly very 
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large investors and institutions because it is of the context of large volumes but it can also 

be retail customers in order to give a good spread to the shares and to increase the liquidity 

per day, which is increased by retail customers. However there are also requirements for 

the spread of the shares.  

What is the method of finding the price interval on the Swedish market? 

The underwriter works as an advisor or consultant, and posses the knowledge of both val-

uation and also what is plausible from the discussions with the firm. As discussed before, 

the external analysts, however still employed by the bank, are independent and gets the val-

uation about one to two months before the IPO, after looking through the valuation they 

develop a document with analysis themselves about the company that is released while 

doing the pre-marketing and investor education, where the firm is presented for the most 

important investors, usually large institutions. Small investors are not allowed to take part 

of this document until later. The large investors and institutions give their feedback from 

the presentation, which later is the foundation and big parameter for the price interval that 

is presented in the prospectus. The bidding period usually lasts for two weeks, and during 

this period, both large institutions and private investors are free to place orders. However, 

the orders from the institutions might be price-limited, which means that the investment 

bank can lay as further foundations within the price interval. After the last day within the 

bidding-period the bank summarizes all the bidding-demand and finally offers a final price 

to the investors, as well as the allocation of the shares. The bids the investors give during 

the period are binding. Then the morning after the end of the period the price of the share 

is communicated and the trade begins.  

Is there awareness about the underpricing phenomena among the companies? Is 

this something that is counted on? Is there any strategy behind it? Are there any 

moves to try to avoid underpricing? 

Yes, everyone is aware that underpricing exist. However, no one sees this as an actual prob-

lem, it is more statistics for the parts involved. The whole process is a complex market-

dependent process and the investment bank is the mediator between the company and the 

investors, and they also have customers on both sides. Of course the buyer wants to buy 

low and the seller wants to sell as high as possible. But in the case of IPO this is not as easy 

as this.  
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For an investor to find it attractive to buy the share under subject to that he already owns 

other comparable shares, there must be something extra to attract the investor to switch 

shares, as in discounted price or a better company, or both. Both the issuing firm as well as 

the investors is aware of this, and it is also of great importance for the notion of the com-

pany from the perspective of media as well as investors. There is also a difference between 

the different stages when it comes to trade; the daily trade is concerning a few shares while 

an IPO concerns a great deal of the whole issuing firm, meaning that the price is not neces-

sarily of greatest importance when it comes marginal pricing. 

The simple reason for not avoiding underpricing is to create awareness and interest on the 

market for the IPO. The art is to find the balance for not under price too much, which can 

send wrong signals, and not to overprice either out of the same signaling reason. The un-

derpricing is also a way of starting safe, and also to make sure that there will be a demand 

for the share even on the aftermarket. Therefore, underpricing is a way of looking for long-

term investors. The contrary, if companies where to avoid underpricing it would result in 

short-term investors, which would lead to the share to decrease in value. To sum up, un-

derpricing is a result from the price of the share vs. the aftermarket, and the IPO needs a 

diversified demand, and also a percentile increase to create interest in buying the share.  

Same explanation goes for the long run underperformance, a share that declines in value 

the first weeks is not an attractive choice of investment, and especially not a good introduc-

tion, since many investors lose money right away and therefore also lose some of the trust, 

confidence and interest for the company. If this happens, it takes a lot of time, if at all, to 

recover from.  

Within the commitment between the investment bank and the issuing firm the two 

concepts “best effort” and “firm commitment’ arises.  Do these exist on the Swe-

dish market, and what is most commonly used? 

The bank gives no promises to the issuing firm about amount of shares invested nor price 

interval. On the other hand, if they do not agree, there is no deal. Therefore there are al-

ways discussions before the issuing firm decides which investment bank to hire. When it 

comes to amount of shares invested, there are regulations saying that the offers the inves-

tors bid on during the book-building are binding, therefore it can be predicted pretty early 

how big is the demand. And, of course, the investment bank mediates on the market and 

tries to invest as many shares as possible. The commitment that the investment bank gives 
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the company on the Swedish market is that they commit themselves to pay for the shares 

de facto. Other commitments than that do not usually exist at all. However, the process is 

very time and labor consuming.  

Regarding the prospectus, are the bank writing them themselves or in cooperation 

with the issuing firm? And how is the decision made about who gets to buy the 

shares and who does not?  

In Sweden, there is tradition that the prospectus is written by the investment bank in coop-

eration with the company. However, sometimes it is performed the Anglo-Saxon tradition, 

which means that the prospectus is written by lawyers. Who gets to buy the shares is de-

cided by allocation-suggestion made by the investment bank that operates as a broker be-

tween buyer and seller. In this phase, the bank has two parts to satisfy which makes the de-

cisions more complex. However, the allocation principles are communicated also in the 

prospectus beforehand. The allocation of shares is not a regulated field; it is up to the wish 

from the firm as well as the market demand. The shares are divided and the ownership 

structure constitutes of large investors and institutions and private investors. Both of the 

two has their advantages as well as disadvantages. Small firms usually prefer to sell a ma-

jority of the shares to private investors because they provide a good ownership structure, 

with a lot of shares widely spread. While large firms that go public mostly focus on the 

large investors because they posses more capital than private investors. Generally, 10% of 

the equity capital is allocated on private investors while 90% is invested by the large institu-

tions and investors. However, this allocation is subject to individual allocation, even if this 

is often misinterpreted in media.   

Does the bank out of any reason advise against going public?   

Absolutely, of course the company needs to be ready from many aspects before being able 

to sustain being public, both economically, ownership wise and other aspects such as the 

readiness of the market. It is possible both to advise against and to cut off. Handelsbanken 

has only once cut off an IPO, and it was during autumn 2007, when the market crashed, 

and the company, Ericsson, profit warned during the marketing stage, and the offer price 

declined by 30-35%. However, this is very unusual when the company is that far in the 

process of performing an IPO, since Ericsson even had the prospectus communicated al-

ready.  
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How is the IPO marketed against the investors?  

Against the general public, the IPO is marketed through the prospectus as well as the me-

dia attention, while the marketing towards the big institutions is a lot more complex. There 

are for example individual one-to-one presentations or group presentations etc. the institu-

tions requires more attention during the marketing process, basically because the amount 

invested is considerably larger from them.   
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5 Analysis 
This section will combine our empirical data with the findings from the theoretical section. First, the IPO-

process will be investigated, followed by our analysis about the two abnormalities. Here, the analysis will fo-

cus on to what extent the two abnormalities are present at the Swedish market.  The section will be ended 

by an evaluation and critique of our analysis.  

5.1 The process 

In this section we want to compare the theory describing an IPO with the actual process 

on the Swedish market. What Marcus Rylander has described from Handelsbanken’s point 

of view is seen as an example for the whole Swedish market. However, it is always hard to 

interpret a theoretical process step by step into practice, therefore differences are expected. 

Though, a big difference is that our process from the theory is written from an issuing firm 

perspective, and the interview focused, naturally, from the process of the investment bank 

as underwriter’s perspective.  

5.1.1 Preparation phase 

Having a standpoint from the theory, the two first steps are; choice of market and under-

writer arrangement. We consider these two to be more or less up to the issuing firm to de-

cide and the investment bank supports by guidance and consulting. On the other hand, the 

underwriter comes into a more active role during the next step where it, according to our 

research, is about firstly to chose which underwriter to hire, and if several, how to divide 

the responsibility between them. However, we find distinct differences in theory and our 

findings about the underwriter arrangement, the theory according to Jenkinson and 

Ljungqvist, describe different commitments between the issuing firm and the investment 

bank. On the contrary, our findings show that the process is a complex process reflecting 

cooperation and agreements between the two actors. As Marcus Rylander express it: 

“If the two parts cannot find a solution together, there is no deal at all” 

Therefore, instead of having a relationship built on commitments and obligations respec-

tively as in “firm commitment”, it is a process of cooperation and give and take in order to 

satisfy all parts as much as possible in every scenario. According to Marcus the Swedish 

IPO process is most similar to best effort. Therefore, the investment bank does not take 

much risk of being part of an IPO. However, the investment bank operates as a broker be-
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tween the investors and the issuing firm, and it is up to the market to decide is there is 

over- or under subscription, even though this can be strategically affected during the mar-

keting process.  

The upcoming phase, writing the prospectus, varies depending on the amount of equity be-

ing offered, the size of the company, as well as several other reasons. Typically the invest-

ment bank writes the prospectus together with the issuing firm, but how much the cooper-

ation includes and who does what is not covered either in theory nor our empirical data. 

However, what we do know is that the writing of the prospectus is different in Sweden 

compared to the US, where it is a norm that in Sweden the company and the investment 

bank are writing, and in US the lawyers are writing. The question whether this could have 

an impact on the content or not, seem to be none. The prospectus includes mostly hard 

facts, since the valuation consist of real numbers and the description of the firm is also 

pure information that is the same for everyone, the only thing that can differ is the way to 

put it. Further, another similarity is the purpose of the prospectus, which is out of market-

ing reasons, and to inform the investors.  

5.1.2 Trading-phase 

According to the theoretical model, the next steps are marketing and pricing and allocation. 

They are also similar; however, the theory again, is talking about several techniques of set-

ting the price, fixed-price, book building and auction. In reality on the Swedish market the 

tendency of auction does rarely exist, a famous company that performed an auction for 

their shares is Google. However in Sweden the most common way is book building ac-

cording to Marcus. We base this analysis on the fact that 90% of the equity is usually of-

fered to large investors, whereas only 10% is allocated to private investors.  And we also 

know that it is common for the investment bank and the issuing firm to have one-to-one 

seminars and information meetings with some large investors in order to get them interest-

ed as well as bidding on the price.  

To sum up, the process is similar described by both the theory and the empirical findings. 

However, they have different focus, the theory describes from the issuing firm perspective 

and the figure we have analyzed is from Handelsbanken, who of course talks from their 

point of view, with a more detailed description of the process.  
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One difference we see, though, is the complexity of the different parts involved in the 

theory. According to the theory, it seem to be a fairly easy process with only three parts in-

volved, while analyzing Handelsbanken’s chart there are a lot of parties that have different 

interests and external factors. Neither does the theory does talk about the legislations that 

exists within the process. Instead, much of the literature focuses on the entrepreneurial as-

pect of the IPO process, which is true, but to a limited extent. However, from the inter-

view we can conclude that some steps have a greater importance than others and which 

they are also depends on the company that goes public, such as the prospectus writing and 

the preparations before the price setting. This skill is requesting a lot of knowledge and ex-

perience, but more importantly a touch of feeling. 

When the price is set, we believe that the company does have a say, but only in the prepara-

tion phase. since the price is set based on company comparison and company valuation, it 

is hard for them to provide suggestions. However, they can affect by having a stable econ-

omy and well structured organization, which would probably provide a higher valuation. 

During the actual price setting, though, the external analysts make the valuation of the firm 

first by after the investment bank and later reviewed and complemented with additional 

analysis. All this together is presented to a few investors to see if there is a demand, which 

means that the company itself does not have much say in the process of price setting.  

What Marcus also further explains is the cooperation between investment banks, which is 

very common when larger companies perform IPO. Rezidor is one example of company 

that used several investment banks, and when looking at the difference in offer price and 

closing price, we see that there is only an underpricing of 0,1. This shows that the predicted 

price was very close to what was actually the trading price. This could indicate that more 

expertise is being brought to the process, however, one can never be sure.  

5.2 Reasons for underpricing 

Our research shows that underpricing does exist on the Swedish market, however not all of 

the companies are underpriced, an in-depth discussion about this will follow later on. 

However, the first question is why companies are underpriced. Within research of under-

pricing and initial returns, underpricing seem to be more of a general rule than an excep-

tion. What we have seen from analyzing is the arising dilemma that the company stands in 

front of having the interest of raising as much capital as possible, but also that they 

want to achieve a sustainable relationship with the investors and media. Clearly, we be-
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lieve this is very important for the long-term success for the company and the future inter-

est in the stock. Therefore they cannot boost the price too much. Instead, they might agree 

to suffer some underpricing, and instead take advantage of the phenomena out of strategic 

reasons. 

Our analysis indicates that the underpricing is not a surprise for the issuing firms, neither 

the initial returns that investors do during the first day of trade. Instead there are strategi-

cally decisions in many cases for underpricing. The firm must consider all the potential 

outcomes such as “money left on the table”. Ritter (1998) gives seven explanations of why 

underpricing might exist (chapter 4.1.1). When analyzing the theory of the explanations to 

our findings, our research shows that the most common reasons are the signaling hypothe-

sis, the winner’s curse hypothesis, and the market feedback hypothesis. The signaling hy-

pothesis is the absolute most common, because the importance of pursuing a long-term 

success the issuing firm can not only focus on the actual IPO, they need to take the after-

market into account as well. Therefore the relationship with the market is crucial, otherwise 

they will most probably fail because of lack of demand. The second most common, we be-

lieve is the market feedback hypothesis. Of course the whole IPO process is performed 

on a market where there are several players and many external factors, and for the demand 

to exist, the price needs to reflect the big picture. If the price is set too high no investors 

will be willing to invest, resulting in no demand and no successful IPO. Lastly, the win-

ner’s curse is also common on the Swedish market. The flow of information can never be 

perfect ,and the private investors have no chance, neither time nor resources, of being as 

informed as the big institutions. We also know that more focus is being on the institutions 

since they contribute with more capital. Yet again, as Marcus Rylander describes, that 

usually 90% of the IPO is offered to the big institutions. On the contrary, reasons that are 

not common are the investment banker’s monopsony power hypothesis and the lawsuit 

avoidance hypothesis. Neither the bandwagon hypothesis seem common even though it 

happens. The description made by Ritter (1998) for the ownership dispersion hypothe-

sis, on the other hand, can be applied to our sample, however not to all companies. We be-

lieve that this hypothesis about why issues are underpriced is more recurring for small 

firms than large corporations, because they have more interest of spreading the ownership.  

Nevertheless, we think that the companies needs to make sure not to underprice too much, 

because of the signaling hypothesis and the market feedback hypothesis, investors might 

wonder why the firm is so desperate of capital.  



 

 
43

5.3 General underpricing 

All nations with a stock market tend to follow the abnormality of underpricing, the ques-

tion is, however, how much. Within our sample there were 51% out of the companies that 

were underpriced, and the average percentage of underpricing between 1998-2007 was 

23%. This means that the investors that bought shares during this period made an average 

initial return of 23% the first day of trade. Comparing this result to previous research and 

developed theory that was performed in Sweden 1980-1994 by Rydqvist (appendix 9.1), 

where he present that the average underpricing was 34,10%, we clearly see that the under-

pricing has decreased over the years. This can also be concluded from our timeframe, the 

underpricing was generally higher during the first years compared to 2007/2008. However, 

what we have seen is that the amount of individual underpricing varies between companies 

and also during which time they performed the IPO.  

Naturally, what is followed by underpricing is the money left on the table. Depending on 

how much underpricing existed, this amount changes as well. Generally, the average 

amount of the stocks given out per company is 17 million, but since Telia gave out 

160 million stocks themselves gives a bit biased answer. Therefore, the amount of stocks 

are highly correlated to the money left on the table. Though, the average money left on the 

table per company was 3,9 MSEK. Even though the money left on the table is a variable 

that the company does not care much about as we thought, it still gives signals to the mar-

ket. We also believe that even though this is money they could have gained during the ini-

tial phase of the IPO, they will benefit from this loss in the long run on the aftermarket. 

On the contrary, companies that did not leave money on the table also have a tendency to 

suffer problems with gaining trust from investors they might have lost during the decrease 

in price during the first period of trade. Further signaling is, if the owners sell out a big part 

of the company it can indicate a lack of trust in the company of the managers/owners. 

However underpricing does not appear as a problem, more or less just positive and makes 

the investors more interested in the company.  

5.3.1 Underpricing per industry  

The distribution of companies that were underpriced is similar to the distribution of the 

sample. The majority of companies within our sample operate in the IT- and Industrials in-

dustry, and the distribution of underpriced shares were distributed similarly. However, two 

industries that did not underperform at all were the Materials- and Energy industries. The 
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industry that had by far most underpricing was the IT industry, our belief is though that the 

impact on the IT era and the increased interest in IT in general have had an impact on this, 

meaning that the demand for the shares is a huge factor behind the initial return. Another 

reason why we believe the IT industry to be much underpriced is that there are some very 

large companies within the sample that pushes up the underpricing significantly. 

To be concluded, the amount of underpricing varies depending on in which industry the 

company operates as well as the demand and popularity for that particularly industry.  

5.4 Underpricing per year  
When looking at the underpricing presented yearly, one can easily draw the conclusion that 

there were a higher percentages of underpricing in the beginning of our timeperiod. The 

period 1998-2000 had the most underpriced stocks. As said before, the average underpric-

ing for all stocks during the time period was 23%, while the average underpricing during 

1998 was 55% of all the stocks introduced to the market. During 1999 it was 41% and  

during 2000 it was 32%, these years are defined as hot markets which can explain the beha-

vior. 

After 2000 until 2007 the average underpricing was around 4-10%. This change is signifi-

cant and the market does not look the same as it did before the IT bubble, though it has 

recovered from that but is now hurting from the crash 2008.  

5.5 Best effort vs. Firm commitment 
When analyzing the data from our research the IPO process is complex and highly depen-

dent on the market demand. This makes it hard to set commitments, instead it is of great 

importance to be flexible. Therefore, it is more or less norm on the Swedish market when 

performing an IPO is to do the “best effort” arrangement. This is still a choice but almost 

all the IPOs performed in Sweden uses this method. Theory states that the firm commit-

ment involves more risk than the best effort. This means the investment banks in Sweden, 

do not deal with such a big risk of failure if the stocks are sold or not. Though, of course, 

they have an interest that the stocks are being sold to be able to earn money, but not in 

particular for the risk factor. 
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5.6 Reasons for underperformance 

Jenkinson and Ljungqvist (2001) argued that IPO’s have a tendency to underperform their 

industry peers during 3-6 years after the floatation. There are several possible explanations 

for the underperformance phenomena. One of the more accepted theories is that firms 

tend to take advantage of investors optimism by timing their floatation’s. Analyze the rea-

sons for underperformance is a complex task, since it is nothing the company itself desires. 

Instead it is a result from the demand and market development and other external factors. 

Another reason for underperformance, according to Ritter (1991) is that, generally, compa-

nies that perform IPO during high volume years tend to underperform. Our analysis goes 

along this theory, high volume period in our time period is 1997-2000 and most of the 

companies performing IPO then was within the IT industry, our calculations of these 

companies also shows that their performance after both one and five years is significantly 

below their industry peers. 

5.6.1  “Hot Issue” market  

As already discussed when there is a hot market many stocks are being introduced, and 

during these times there often exist a tendency to underprice the stocks. The most impor-

tant aspect of the “Hot Issue” theory states that companies that were introduced during a 

“Hot” market will perform worse than those that were introduced during a “cold”.  

The market really follows a cyclical behavior. Within our sample almost all of the under-

priced issues were introduced 1999-2000 and 2005-2007. The years in-between these two 

periods had almost no IPO activity. The table (in our introduction section) shows the 

number of IPO’s at the Swedish market during 1997-2008. One can see that the number of 

IPO’s tend to follow some kind o cyclical pattern.  

The stocks have performed differently, and there are also differences when looking at per-

formance after one year and after five years.  The most credible is probably to put effort in-

to the five year performance since it most accurately reflect the long run perspective. Year 

2000 is an excellent example that follows the theoretically assumptions, were four out of six 

companies that were underpriced also performed worse in the long run. There are many of 

the companies introduced during this time period that has been delisted due to the IT-

bubble that burst, when many of them were relatively young.   
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5.6.2 ”Windows of Opportunity” 

If one compare the development of the Swedish General Index (Appendix 9.17) with the 

number of IPO’s presented in Figure 1 (Page 2) one can see that they tend to follow the 

same trends. When the Swedish market has bloomed, i.e. 1999-2000, the level of IPOs 

have been large. And when the market has performed poor, i.e. during 2002-2004, the level 

of IPOs has been moderate.  

It is worth mentioning that the Swedish General Index was below average during 1997-

1998, which means that the volume of IPOs should be modest. However, the level of IPOs 

during this period was one of the highest. One reason for this might be that the market just 

regained its confidence for the future, after the recession during the early 90’s. Another va-

riable, which is worth mentioning, is that there was a minor crisis in Asia during 1997 

which might have influenced the Swedish General Index. 

When comparing the Swedish BNP growth (Appendix 9.18) with the number of IPO’s 

(Figure 1, page 2) one can see that whenever the country’s growth is moderate, the level of 

IPOs is low. During 1997-2000 Sweden experienced a high growth that became more 

modest during 2000-2003. 2003-2007 was a period of BNP growth. This growth stopped 

during 2008, and until early 2009 there has been a negative BNP-growth trend in Sweden. 

These intervals follows the pattern of the IPO volume, where high growth is accompanied 

by a larger volume of IPOs. This Macro-perspective supports the theorem that whenever 

investors believe in the future, the level of IPOs should increase.  

5.7 General underperformance 
In our sample from 1998- 2009 we are aware of that there has been a quite turbulent mar-

ket. There has been ups and downs affecting the behavior of the stock’s performance in 

the long run. There were a lot of IPO’s performed during the IT-era when a hot market ex-

isted but there has been downs, right after when the bubble burst. It was surprisingly only 

58 companies still listed today out of all companies performed an IPO since 1998.  

In theory, companies underperformed after three till six years and relatively young compa-

nies that performed their flotation during a hot market performed the worst. We believe 

that to get the exact long run underperformance there has to be a comparison to compa-

nies in the same age, same time of flotation and similar in size and turnover. In this paper 

we have focused on the different industries to get a more unbiased answer of the underper-
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formance, due to the 10 years of investigation the companies in the same industry can be 

quite different in development and maturity.  

To be able to get a more specific and more trust worth answer in terms of underperfor-

mance the industry index is used, if they underperform comparing to general index can give 

one answer since the whole market is weighted but industry index gives us more correct 

answers. As we concluded there are big differences between different industries and we be-

lieve that by comparing industries one can easily see the major differences that would have 

affected the whole market.  

5.7.1 Underperformance per industry 

According to theory there should be a correlation between the underpriced stock and that 

it performs worse in the long run. To be said, there are many factors affecting the stock 

market.  

When comparing to industry index one can easily see results in terms of underperfor-

mance. Consumer discretionary industry had five out of ten stocks underpriced, three out 

of these stocks showed underperformance in the first year and in the fifth year two of 

those had performed well in the fifth year.  

When comparing this to the IT sector where almost all of the that were companies under-

priced showed under performance in the first year and also in the fifth year. Here, it is clear 

that the general index is very general, and understand the dependence of a more narrower 

index, such as industry index.  

The most interesting industry following the theory is industrials industry, here the compa-

nies shows an underperformance in the first year but in the fifth something has happened 

and there are positive result of the companies we have been able to calculate on compared 

to index. Since industrials is a quite stable industry comparing to IT for example this could 

mean that industries with more stable goods and markets follows the predicted patterns by 

theory.  

Both IT and Industrials follows the theory since they underperformed in the first year of 

trade but goes in different directions after five years. What we do not know is where within 

this time interval three till six years it turns into positive performance we can not say it is 

right or wrong. We can see one thing though, that they follow its industry, maybe indus-

trials turn to positive after three years and IT after six, this we do not know anything about.  
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Within heath care there are some spread numbers, unfortunately we were unable to calcu-

late after five years since some of the companies has not been listed that long. Though the 

health care  industry is said to be a stable industry and does not follow cyclical  behavior we 

cannot draw any conclusions within this industry. Within telecommunication Telia has 

been a widely discussed dilemma within underperformance and as we can see after one year 

the stock underperformed 64% and after five it was still underperforming with 76%. 

As can be seen in the graphs presented in appendix, the underpriced stocks did underper-

form compared to their peers in the same industry. Of course there are some of them that 

did better or worse but most of them follow this pattern, except the industrial industry 

where these stocks actually performed the best.  

5.8 Ownership structure 
Jenson & Meckling (1976) and Mikkelson et al (1994) argued that firms that sold a larger 

fraction of their shares would perform worse in the long-run than those that did not. If this 

was true, investors should prefer to purchase stocks in companies that float a smaller frac-

tion of their company.  

When one have a closer look at both our summarizing tables (Appendix 9.15-16) one can 

see that those that sold a larger fraction of their shares actually performed better than those 

that sold out less. This, contradicts with the theory surrounding the ownership structure.  

Only one company (Note AB), out of those that should have performed above index, fol-

lowed the theory and performed better than index. Those companies who sold out less of 

their shares, and therefore should perform well, have performed just over or below the 

General index. Therefore, investors could make a bad decision when buying a stock based 

upon the amount of stocks offered. Accordingly, we believe that the fraction of issues sold 

does not affect the performance in the way that theory had anticipated. 

When first interpreting the Ownership structure theory one gets fairly convinced that this 

must play a major part in the overall performance and it certainly does. However, in our 

sample of IPO’s we cannot find any support of this.  

5.9 Jenkinson’s trading rule 
Reading theory telling about how investments should be done and compare that theory to 

reality, it seem to be rather a rationalistic fiction than actual suggestion. According to our 

findings from calculations as well as analysis we see that it would be possible to do such 
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gain since both underpricing and underperformance do exist, yet, not all investors have the 

time nor interest in doing such short-time investments. Furthermore, it is not given that all 

IPO’s follow these two abnormalities, which needs to be fulfilled to gain such benefit. We 

agree that this trading rule could benefit investors, however, if everyone would follow this 

rule there would not exist an aftermarket at all. As for all investments, it is never given be-

forehand how the stocks will perform neither the market. It is a game and all trading rules 

and other recommendations about buy/sell shares, needs to be taken into own considera-

tions and analyzed towards the individual portfolio.  

5.10 Cooperation between the investment bank and th e issuing 
firm 
What we know from the interview with Marcus, that the issuing firm and the investment 

bank have a lot of contact during the whole IPO process and that the investment bank is in 

a way hired by the issuing firm. Therefore, the issuing firm has a great say in the process, 

while the investment bank contributes with expertise, networks etc. On the other hand, 

when it comes to the pricing the issuing firm needs to stay aside. What they can do to af-

fect the offer price is in the period before the decision of going public, as in having good 

results and a stable structure of the company, which is a foundation of the valuation of the 

firm. Though, the valuation is also based on comparison of other similar firms within the 

industry of the same size. Meaning that, that part cannot be affected at all by the issuing 

firm.  

What we have learned during this research is also that the process is way more complex 

than is stated in theories, and we believe that performing an IPO without an investment 

bank is doomed to fail. There are many reasons why we believe so, for example the exper-

tise both of the IPO process as well as the legal aspects. 

5.11 Analysis evaluation and critique 

Through this report we have analyzed whether the two abnormalities exist on the Swedish 

market, and from our calculations we can conclude that they do. However, not in every in-

dustry. The calculations used to fulfill the purpose have provided us with results proving 

this, and we believe the purpose to be fulfilled. However, the answers are somewhat differ-

ent from what we expected. We did not expect it to be such a significant difference in un-

derpricing as well as underperformance between the industries. Further, we thought that 

the issuing firm and the investment bank would cooperate more when it comes to the price 
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setting and the strategy behind the actual offer price to be more of importance for the 

company. Generally, we believed the underpricing phenomena to be a dilemma that the 

company would strive to avoid rather than expect.  

After this study, of course, new questions within this field have arised. Since we clearly see 

a difference between industries, it would be interesting to compare by maturity and size.  

This report is mostly based on quantitative data and from the investment bank’s perspec-

tive. It would be of interest to perform a qualitative study on the motives of the firm, why 

they want to perform an IPO and also on who’s incentive. Another question would be if 

they tried to time their IPO with respect to market conditions. 

When analyzing or findings to the whole market or industry, we have only used the general 

index and the different branch indexes. What could have been more valid is another sample 

of non-IPO’s to compare with, that operates in the same industry, same size, similar market 

capitalization, and book-to-market ratio.  

What we have excluded in this report are also all the companies that are not listed anymore, 

even though they performed an IPO during the research period. We are aware of that they 

also might have been underpriced, and could have had an impact on our results.  

Some of the tables are also under critique, since all the data could not be found, some be-

cause the companies were recently listed and did therefore lack the 5 year stock perfor-

mance.  

Our research period is interesting because it includes both hot and cold markets and the 

number of IPO’s varies a lot between the years. However, the burst of the IT bubble had 

an effect on the whole world market and naturally our research too. 
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6 Conclusion  

This section contains a concluding discussion that summarizes the most interesting and important findings 

from our analysis and answers to our research questions and purpose. 

What we can conclude from this research is that it is not a simple thing to perform an IPO; 

neither to stay listed.  Our sample constitutes of 58 companies. These companies are de-

rived from the total number of companies going public during our chosen period, which 

were 224. 

 The fact that only 25 % of all the IPO’s, that were listed during this period, survived, 

shows how difficult it is for an IPO to stay listed.  The 75 % of the IPO’s that are not 

listed today might represent those companies that were heavily underpriced and hence per-

formed modest during their life-time. Some of these companies, out of the 75 %, might al-

so have performed exceptionally good and hence being bought by, or merged with, another 

firm.  

The purpose of this report has been to: 

“…examine if the companies that performed an IPO on the Swedish stock ex-
change year 1998-2007 follow the two abnormalities; underpricing and long run un-

derperformance” 

 

Our first research question was: To what extent did underpricing and “money left on the table” exist 

on the Swedish market between 1998-2007? What trends can be seen within each industry? We can 

conclude that underpricing does exist on the Swedish market. Between 1998-2007, 51 % of 

the listed companies were underpriced, and these IPO’s were on average underpriced by 

23%. However, the underpricing phenomena are not a surprise for the issuing firms, and 

neither the “money left on the table”, which existed to the extent of 3.9 MSEK per issuing 

firm. It is rather something they take advantage of in order to send positive signals to the 

market. Also, underpricing occurs more frequently during periods where investors are 

over-optimistic and the market is seen as “hot”. The period 1998-2000, which is known as 

the “IT-era”, experienced the highest amount of underpriced stocks. What is concluded is 

that the underpricing does exist, however, it has decreased over the years, from 34,10% 

1980-1994 to 23% 1998-2007. 
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Our Second questions was: During the IPO process, is it possible for the issuing firm to affect the offer 

price? We can conclude that the issuing firm can affect the offer price, however to a very li-

mited degree and also only in the preparations of the IPO. There are no possibilities to af-

fect or manipulate the valuation once the process started.  

 

The third question was: Of all the Swedish firms that went public during 1998-2007, how did they 

perform in the long run in terms of stock-performance compared to industry and index? After one year? -

Five years? It can be concluded that stocks that were underpriced had a tendency to under-

perform 3-5 years after the IPO. For example, within the IT industry, all companies that 

were underpriced also had a negative performance after both one- and five years. However, 

the industrials industry had negative performance after one year but after five years some 

companies had recovered from negative performance.  

 

Finally, our last question was: Does the ownership structure influence the performance of the company 

in the long run? Researchers argue that a company, where the owners sell a larger fraction of 

their shares, will perform worse than a company that sells less. However, we can conclude 

that this pattern does not exist in our sample. Actually, our research finds evidence of the 

complete opposite. Firms that sold a larger percentage of their shares where the ones that 

performed above the Swedish general index. Therefore, one can say that investors that buy 

an IPO and keep it will make a bad investment if they buy an IPO where the managers sell 

a smaller fraction of their shares.  
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7 Further studies 
As already mentioned, there are many parameters that are excluded in this report. There-

fore, there are many potential subjects for further studies. One variable that needs to be 

considered is that the median age of European IPOs are significantly higher than American 

IPOs. A French researcher, Vandemaele (2003) showed that the median age of 220 French 

IPOs, during1984-1995, was 28 years. Meanwhile, Loughran and Ritter (2003) found that 

the American median age was 7 years, when investigating 6,149 American IPOs that took 

place during 1980-2000. Taking this into consideration, the fact that the American median 

age is a lot lower than the European, would be an interesting standpoint and further ana-

lyze the differences in underpricing and underperformance. Mature, stable and known 

companies, should be less risky and should therefore, somewhat, perform better in the 

long-run.  

These questions could be of interest when investigating the difference among European 

and American IPOs and hence prove if the American literature can be applied to the 

European market. 

Since our sample excludes the companies not listed any longer, it could also be interesting 

to compare their underpricing to our sample.  
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Prospectus: 

Vostok Nafta Inv. AB  Prevas AB  Balder AB    

Opcon AB   SECTRA AB  HiQ International AB   

Kungsleden AB  Jeeves Info Sys AB Readsoft AB   

Poolia AB   NOVOTEK AB Clas Ohlson AB   

Proffice AB   A-com AB  CyberGroup Europe AB  

Q-med AB   MicronicLaserSys Mekonomen AB   

Telia AB   Axis AB  Eniro AB    

ORC Software AB  VitroLife AB  BioInvent International AB 

Retail and Brands AB  Intrum Justitia AB Nobia AB   

Oriflame Cosmetics SA NOTE AB  Indutrade AB    

TradeDoubler AB Orexo AB  KappAlh Holdings  

Diös Fastigheter AB BioVitrum AB  Begroup AB 

Rezidor Hotel group Lindab Int AB  LinkMed AB 

Tilgin AB Nermann Holding  Systemair AB   

HMS Networks AB Duni AB  East Capital Explorer 
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9 Appendix 

9.1 Average initial returns 

Country Source Sample Time Average 

  size period initial 

        return 

Australia Lee, Taylor and Walter; Woo  381 1976-1995 12,10% 

Austria Aussenegg 76 1984-1999 6,50% 

Belgium Rogiers, Manigart and Ooghe; 86 1984-1999 14,60% 

  Manigart    

Brazil Aggarwal, Leal and Hernandez 62 1979-1990 78,50% 

Canada Jog and Riding; Jog and Srivastava;  500 1971-1999 6,30% 

 Kryzanowski and Rakita    

Chile Aggarwal, Leal and Hernandez;  55 1982-1997 8,80% 

 Celis and Maturana    

China Datar and Mao; Gu and Qin (A shares) 432 1990-2000 256,90% 

Denmark Jakobsen and Sorensen 117 1984-1998 5,40% 

Finland Keloharju; Westerholm 99 1984-1997 10,10% 

France Husson and Jacquilat; Lexeux and  571 1983-2000 11,60% 

 Muzyka; Paliard and Belletante; Derrien     

 and Womak; Chahine    

Germany Ljungqvist 407 1978-1999 27,70% 

Greece Kazantzis and Thomas 129 1987-1994 51,70% 

HongKong McGuinness; Zhao and Wu 334 1980-1996 15,90% 

India Skrishnamurti and Kumar 98 1992-1993 35,30% 

Indonesia Hanafi 106 1989-1994 15,10% 

Israel Kandel, Sarig and Wohl; Amihud and Hauser 285 1990-1994 12,10% 

Italy Arosio, Giudici and Paleari 164 1985-2000 23,90% 

Japan Fukuda; Dawson and Hiraki; Hebner and Hiraki;  1689 1970-2001 28,40% 

 Hamao, Packer, and Ritter; Kaneko and Pettway   
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Korea Dhatt, Kim and Lim; Ihm; Choi and Heo 477 1980-1996 74,30% 

Malaysia Isa; Isa and Yong 401 1980-1998 104,10% 

Mexico Aggarwal, Leal and Hernandez 37 1987-1990 33,00% 

Netherlands Wessels; Eijgenhuijsen and Buijs; Ljungqvist,  143 1982-1999 10,20% 

 Jenkinson and Wilhelm    

New Zeal-

and Vos and Cheung; Champ and Munro 201 1979-1999 23,00% 

Nigeria Ikoku 63 1989-1993 19,10% 

Norway Emilsen, Pedersen adn Saettern 68 1984-1996 12,50% 

Phillipines Sullivan and Unite 104 1987-1997 22,70% 

Poland Aussenegg 149 1991-1998 35,60% 

Portugal Almeida and Duqie 21 1992-1998 10,60% 

Singapore Lee, Taylor and Walter; Woo  128 973-1992 31,40% 

South Africa Page and Reyneke 118 1980-1991 32,70% 

Spain Ansotegui and fabregat 99 1986-1998 10,70% 

Sweden Rydqvist 251 1980-1994 34,10% 

Switzerland Kunz adn Aggarwal 42 1983-1989 35,80% 

Taiwan Lin and Sheu; Liaw, Liu and Wei 293 1986-1998 31,11% 

Thailand Wethyavivorn and Koo-Smith; Lonkani  292 1987-1997 46,70% 

 and Tirapat    

Turkey Kiymaz 138 1990-1996 13,60% 
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9.2 Sample; company and date of IPO 

Company  Date of IPO 

BioPhausia AB 1998-03-25 

Karo Bio AB 1998-03-04 

Vostok Nafta AB 1998-04-14 

MSC konslut AB 1998-05-19 

Prevas AB 1998-05-29 

SAAB AB  1998-06-18 

Balder AB 1998-06-13 

SWECO AB 1998-09-21 

Stora Enso AB 1998-12-29 

Opcon AB 1998-12-30 

SECTRA AB 1999-03-03 

Malmbergs Elektriska AB 1999-03-12 

HiQ International AB 1999-04-12 

Kungsleden AB 1999-04-14 

Jeeves Information systems AB 1999-04-21 

ReadSoft AB 1999-06-22 

Poolia AB 1999-06-23 

NOVOTEK AB 1999-06-30 

Clas Ohlsson AB 1999-10-05 

Proffice AB 1999-10-11 

A-com AB 1999-11-04 

Cyber Group Europe AB 1999-12-01 
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Q-med AB 1999-12-06 

Micronic Laser Systems AB 2000-03-09 

Mekonomen AB 2000-05-29 

Phonera AB 2000-05-30 

Telia AB 2000-06-13 

Axis AB 2000-06-27 

Eniro AB 2000-10-10 

ORC Software AB 2000-10-19 

BTS Group AB 2001-06-06 

BioInvent International AB 2001-06-12 

Retail and Brands AB 2001-06-26 

VitroLife AB 2001-06-26 

Alfa Laval AB 2002-05-17 

Intrum Justitia AB 2002-06-07 

Nobia AB 2002-06-19 

Oriflame Cosmetics SA 2004-03-24 

Millicom International Celulars SA 2004-03-30 

NOTE AB 2004-06-23 

Indutrade AB 2005-10-05 

Hemtex AB 2005-10-06 

TradeDoubler AB 2005-11-08 

Orexo AB 2005-11-09 

Kappahl Holdings AB 2006-02-23 

Diös Fastigheter AB 2006-05-22 
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Biovitrum AB 2006-09-15 

BE-group AB 2006-11-24 

Reizdor Hotel 2006-11-28 

Lindab international AB 2006-12-01 

Linkmed AB 2006-12-12 

Tilgin AB 2006-12-15 

Nederman Holding AB 2007-05-16 

Aerocrine 2007-06-15 

Sytemair AB 2007-10-12 

HMS Networks AB 2007-10-19 

East Capital Explorer AB 2007-10-9 

Duni AB 2007-11-14 

 

 

 



 

 

9.3 Industry distribution of underpriced stocks
 

 

 

 

 

 

 

 

 

 

9.4 Average underpricing per industry
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Industry distribution of underpriced stocks  

Average underpricing per industry   
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9.5 Money left on the table 
 Price interval Offer price           Stocks offered % of the firm sold out 

Companies to investigate    

Mekonomen AB 110 110 2918182 40,20% 

RNB, Retails and Brands AB 43-47 38 2050000 37,60% 

Nobia AB 76-92 78 20000000 34,60% 

Clas Ohlsson AB 106 106 3160000 26,30% 

Novotek AB 21 21 3000000 28% 

Jeeves Information Systems AB 106 40 2000000 50% 

ORC Software AB 115-140 120 5988075 40,30% 

ReadSoft AB 25 25 7704420 13% 

HiQ international AB 169 106 2000000 50% 

Cybercom Group Europé AB 56-62 62 2721350 35% 

Poolia AB 75 75 1878500 28% 

Intrum Justitia AB 36-51 47 40756107 43,20% 

Proffice AB 74-84 84 15500000 26,90% 

Eniro AB 84-110 84   

A-com 92-107 95 5203719 48% 

BioInvent Intern. AB 60-75 62 6000000  

Q-med AB 50-58 58 6000000 26,30% 

Sectra AB 35 35 1500000 14,30% 

Kungsleden AB 64-72 66 5758620 31% 

Telia AB 70-92 85 160000000 49% 

Micronic Laser Systems AB 13,5 105 26111077 40% 

NOTE AB 75 75 2051160 21,30% 

Axis AB 32-41 38 12500000 18,10% 

Oriflame Cosmetics SA 165-200 190 3100000 29,80% 

Indutrade AB 55-65 65 25000000 62,50% 

TradeDoubler AB 90-120 110 12326472 45% 

Orexo AB 90-105 90 4255000 32,10% 

KappAhl Holding AB 52-60 56 32500000 43,30% 

Diös Fastigheter Ab 30-34 31 8333400 29,40% 

Biovitrum AB 90-105 100 7700000 18% 



 

 
63

BE-group AB 52-62 62 28500000 57% 

Rezidor Hotel group AB 43-52 52 84783762 56% 

Lindab International AB 93-110 110 39539910 50% 

LinkMed AB 65-75 70 8721985 34% 

Tilgin AB 25 25 2000000  

Nederman Holding AB 74-89 87 8141799 69,50% 

Systemair AB 65-78 78 18025000 35% 

HMS Networks AB 65-80 74 7140155 67,50% 

East Capital Explorer AB 100 100 24332100  

 



 

 

9.6 Average underpricing per year

 

9.7 Proportion underpriced per year
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Average underpricing per year  

 

Proportion underpriced per year  
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9.11 Telecommunication
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Telecommunication  
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9.13 Healthcare 
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9.14 Hot issue market phenomena 
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9.15 Ownership structure 1 
 

9.16 Ownership structure 2 
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9.17 The Swedish and U.S General Index during 1997- 2009 
 

 

 

 

9.18  BNP growth in Sweden, the U.S and the 15 larg er econo-
mies in the EU.  
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9.19 Underperformance per industry 
Company Undeperformance%   

after first year 
Underperformance% 
after five year 

Mekonomen 2000 -15,72 23,39 

Eniro 2000 -0,40 57,88 

Hemtex 2005 19,76 X 

Reizidor Hotel G. 2006 13,33 X 

Clas Ohlsson 1999 -17,75 -4,69 

Novotek 1999 52.97 72,73 

ORC S. 2000 -73,36 -68,83 

Readsoft 1999 -23 X 

Micronic L. 2000 -70,36 -88 

Prevas 1998 X X 

Axis2000 -65 -81 

Cybercom 1999  -42 -82 

BE-Group 2006 X X 

Lindab 2006 -5,66 X 

Poolia 1999 6,21 55,58 

Intrum Justitia 2002  -20 68,42 

Nederman H. 2007 -15,45 X 

Indutrade 2005 40,79 X 

Proffice 1999 -13,64 57,3 

Eastern Capital E. 2007 -38,45 X 

Q-med 1999 32 3,89 

Aerocrine 2007 X X 

Orexo 2005 25,9 X 

Biovitrum 2006 -12,89 X 

SECTRA 1999 X X 

Telia 2000 -64 -76 

 


