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ABSTRACT 

The Initial Public Offers (IPO) has become one of the most preferred investments option for the investors 

nowadays. It is a very lucrative investment option which does not only provide the initial gain at the time of 

listing but also provide higher amount of return (especially for long term retail investors) when compared with 

the other secondary market securities. It can be said that the interests of IPO investors are generally influenced 

by the current market trend and this in turn influence the performance of the IPOs. This paper attempts to 

assess the performance of big and small size IPOs introduced during 2006-2015 on NSE. The paper shows the 

analyses of listing day gain and 1-month returns. It was analyzed that on an average 10.28% of day listed gain 

earned by these IPOs whereas these IPOs posted 9.67% return for one month and one year gain was 10.30%. 

80% of big size IPOs were underpriced and 20% small size IPOs were underpriced. 
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I.  INTRODUCTION 

The Initial Public Offers (IPO) is nowadays the most preferred investments option for the investors. The 

investors of IPOs need not take much care, caution, analysis and interpretation as they do for secondary market 

securities because these offers come with the rating which is allotted to them by some good rating agencies. It is 

a very lucrative investment option which does not only provide the initial gain at the time of listing but also 

provide higher amount of return (especially for long term retail investors) when compared with the other 

secondary market securities. It can be said that the interests of IPO investors are generally influenced by the 

current market trend and this in turn influence the performance of the IPOs. In the recent years, many companies 

have come up with their IPOs to raise the funds for their requirements like future growth, expansion and 

creating additional production facility. Since the share market is volatile in nature, therefore, some element of 

risk is present in IPOs but this does not discourage the investors from investing in IPOs. The performance of the 

IPO varies with the market behavior so is the returns on it but still many investors invest in IPO with the only 

intention of booking the post listing capital appreciation or day listing gains. The promoters also float these 

IPOs when the equity markets are generally trading at the highest price-earnings multiples in order to take 

advantage of gaining the highest return on the sale of their stake. It is a well-known fact that the interests of IPO 

investors are generally influenced by the current market trend and this in turn influence the performance of the 

IPOs. The earlier year’s researchers have proved that the IPOs are underpriced in order to attract the investors, 

especially the individual investors in order to attract maximum participation and getting the issue 
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oversubscribed and leaving behind a hefty premium to issue price on the day of listing of this IPO on the 

exchange. It is always tough to predict the performance of the stock on its initial days of trading and also in the 

near future for the individual investors, as there is often little historical stock related data of the IPO issuing 

company. Moreover, most of the IPOs are issued by the companies going through a transitory growth period and 

therefore they are subject to the additional uncertainty regarding their IPOs performance and future value. 

The present paper is aimed to evaluate the performance of the big size and small size IPOs introduced during 

2006-2015 on the National Stock Exchange of India in order to analyze underpricing or overpricing of IPOs 

along with the returns generated by them on NSE for the investors in terms of day listing gain, one month 

capital gain and one year capital gain.  

 

 

II. THE FUNDAMENTAL FRAMEWORK  

Initial Public Offer (IPO) is basically is a process whereby the share/security of a company is being offered to 

the general public for subscription for the first time. In other words, it is a process in which an unlisted company 

can get the listing on the stock exchange by offering its securities to the public in the primary market. Basically, 

IPOs are often issued by the companies in order to raise the funds from the general public so that the funds so 

raised could be utilized for the purpose of expanding the business operation or increasing the production 

facilities. The companies generally take the assistance of an underwriter for not only determining the type of 

security, best offer price and the quantum of amount to be issued but also ensuring that their IPOs shall be fully 

subscribed by the public. There are various legal processes indicated by the security regulator of India i.e., SEBI 

(Securities and Exchange Board of India), which has to be followed by a company in order to raise funds from 

IPOs. 

2.1 Who can raise funds? 

We know it that every company require funds for the betterment, growth and expansion of its business 

operations as well as smooth functioning of the company in its day to day matters. Any company can raise funds 

from IPOs but they have to meet some eligibility criteria before raising getting able to raise the funds from the 

market. Every company which is going to issue IPO shall have paid up equity capital not less than Rs. 10 crores 

and the capitalization of the equity capital of the applicant’s company shall not be less than Rs. 25 crores. The 

company must have at least 3 years of experience in the same line of operation and at least 20% of the shares 

post issue must be held either by the company or by the promoters of the company.  

2.2 Fees 

The below mentioned is the listing fees which is charged by the NSE. 

Particulars Amount (Rs.) 

Initial Listing Fees 50,000 

Annual Listing Fees (on paid up share, bond and/ or debenture capital) - 

Upto  50 Crore 2,00,000 

Above 50 Crore and upto 100 Crore 2,55,000 

https://www.nseindia.com/corporates/content/listing_fees.htm
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Above 100 Crore and upto 200 Crore 3,30,000 

Above 200 Crore and upto 300 Crore 4,15,000 

Above 300 Crore and upto 400 Crore 5,10,000 

Above 400 Crore and upto 500 Crore 6,70,000 

Table 1: Fees charged by the exchange for listing Source: NSE Website  

2.3 Risk in IPO Investment  

The IPOs can be a risky investment as the shares are issued for the first time so there is a little or no scope of 

having any historical information regarding the behavior of the stock. Moreover, it may also be possible that the 

stock may become overpriced and will result into losses to the investors on the day of listing. It has also been 

seen in the past that the IPOs which are opening at the premium on the day of listing may not give the fruitful 

results to investors if they tend to hold the stock for a longer period of time. However, there is another flipside 

of the coin too and that is hope, the hope of increase in the share price of the IPO i.e., listing of the stock at 

premium and in turn providing the capital gain to the investors.  

 

III. REVIEW OF LITERATURE  

Ranjan and Madhusoodanan (2004) [1] investigated that whether the introduction of Book-building has an 

impact on IPO pricing or not. His results suggest that IPOs are underpriced and book-built IPOs show less 

underpricing than fixed price issues. A more detailed study from his side suggests that this has to do more with 

the size of the issue than the issue process. He further found that despite the asymmetric information, the high 

value firm can place an issue without leaving money on the table and also suggest that IPO underpricing is 

unavoidable in a market with information asymmetry and homogenous beliefs among investors. He also found 

that IPOs in India have yielded abnormal returns in the very short term as well as the short term in the period 

1999-November 2003 and said that the issues are under-priced whether the mechanism is fixed price or book 

building. He formulated a model with homogenous investor beliefs to show that size is an important factor and 

that the underpricing is inversely proportional to size. This mechanism also suggested that IPOs will always be 

underpriced. However, in the presence of informed investors, a signaling equilibrium doesn’t exist and 

optimally high value firms don’t signal their value as aggressively as the lower value firms. Pande and 

Vaidyanathan (2007) [2] concentrated their study on IPO pricing on the National Stock Exchange (NSE) on 31 

months’ time period.  In particular, they attempted to investigate empirically to explain the first day 

underpricing in terms of the demand generated during the book building of the issue, the listing delay between 

the closure of the book building and the first day listing of the issue and the money spent on the marketing of the 

IPO by the firms. They also tried to find out post IPO returns for one month in the NSE. Their results suggested 

that the first day under-pricing is affected by the demand generated for an issue during book building and the 

delay in listing whereas the effect of money spent on the marketing of the IPO is insignificant. They also found 

that the post IPO performance in one month after the listing for the firms under study is negative. 

Pasupuleti (2012) [3] made an attempt to understand, post liberalization, the Underpricing of IPOs in the Indian 

market and their influence upon performance of IPO stocks in both the long and short term performances. IPO 
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performance data for the period 2000-2010 was used for the study. They did not use the data before 2000 as to 

eliminate abnormalities arising from ‘internet bubble’. He applied the ordinary least square regression analysis 

for analyzing the relation between two variables. His study found that underpricing has significant impact upon 

short term performance and subscription rate. The contribution of underpricing in the performance decreases 

with the tenure. Bhanumurthy and Singh (2012) [4], in their research found that the listing price is company 

driven and is inefficient because the investor can beat the market and have listing gains. They applied the sign 

test and conclusively proved that the way of looking at IPO pricing is to treat the difference between ‘Listing 

Price’ and Short Run price as the basis of ‘overpricing’ rather than treating the difference between ‘Issue Price’ 

and ‘Listing Price’ as ‘Underpricing’. Sehgal and Sinha (2013) [5], investigated 432 new IPOs between the time 

period April, 2001 to December, 2011 and examined the two main propositions for the Indian Equity Market; 

important factors that determine short-run underpricing of IPOs and impact of IPOs’ mispricing on investment 

banks’ reputation. They found that the five variables i.e., number of uses of IPOs’ proceeds , number of times an 

IPO issue subscribed, Industry PE ratio, Listing Delay and dummy for companies representing new economies 

are positively related to the short run initial return on IPOs, while four variables, i.e., company size , investors’ 

sentiment , investment banks’ reputation defined in terms of share in IPO proceeds and dummy for private 

companies’ IPOs bear a negative relationship with initial return.  Krishnamurti and Pensiero (2013) [6] 

examined the determinants of offer price band and its influence on offer price adjustment and subsequent listing 

performance and found in their investigation that investor sentiment plays a prominent role in IPO markets.   

Bhanumurthy and Singh (2014) [7], evaluated the short run performance of IPOs by testify the notion that the 

performance of IPO stocks have improved in the short run after going public. But they found that the price 

performance of IPO stocks and quality of issuers deteriorated in the years after going public. Although many of 

the IPOs had significant returns on the day of listing but thereafter they do not give much return in the short-run. 

Malhotra and Nair (2015) [8], studied the short run underpricing of book-built IPOs and examined that how the 

initial public offerings (IPO) issued through book building fare in short-run. They studied the first day returns of 

288 book-built IPOs in India for a 7 year period (2004-2010). The results of their study indicate that IPOs are 

underpriced in India. The major reason for influencing underpricing of IPOs were found to be the 

Oversubscription and market volatility also found that the investors over react to the market but finally their 

results managed to illustrate a trend towards a less aggressive underpricing. Shah and Mehta (2016) [9], studied 

listing day performance pertaining to 97 IPOs listed on NSE between the periods 2010-2014. They found that 

IPOs are initially underpriced and there is significantly positive listing day gain on the day of the listing of 

shares on exchange. The Market Adjusted Abnormal Returns (MAAR) of all samples Initial Public Offers (IPO) 

companies were 7.19%. They used the Regression model to analyze the relationship between degree of 

underpricing with independent variables such as issue price, issue oversubscription, market index return and 

issue size. The analysis of regression result showed that there was no significant relationship between the degree 

of underpricing and explanatory variables except oversubscription of issue.  
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IV. OBJECTIVE OF THE STUDY 

Primary Objective: 

 To evaluate performance of big size and small size IPOs introduced on NSE.  

Secondary Objective: 

 To analyse the listing day gain, one month and one year capital gain of IPOs. 

 

V. RESEARCH DESIGN AND METHODOLOGY 

We know that it is a well-known fact that the interests of IPO investors are generally influenced by the current 

market trend and this in turn influence the performance of the IPOs. It is always tough to predict the 

performance of the stock on its initial days of trading and also in the near future for the individual investors. The 

present paper is aimed to evaluate the performance of the big size and small size IPOs introduced during 2006-

2015 on the National Stock Exchange of India in order to analyze underpricing or overpricing of IPOs along 

with the returns generated by them on NSE for the investors in terms of day listing gain, one month capital gain 

and one year capital gain. 

5.1 Scope of the Study 

The study has been conducted considering the big size and small size IPOs introduced on NSE during the year 

2006-2015. Moreover, the study has broadly focused on the performance of these IPOs and finding the answer 

of the question that why the IPOs are underpriced or overpriced. We have selected the year 200-2015 as the 

study period because during this period the IPOs were more popular then secondary market share. In this paper, 

we have taken 4 big size and 4 small size IPOs in terms of the capital raised by these IPOs from the NSE 

market. Below mentioned is the table which contains the number of IPOs listed on the NSE during 2006-2015. 

Money Raised Through IPOs 

Year Amount (In Crores) Number of IPO 

2006 24,993 85 

2007 52,219 90 

2008 2,034 21 

2009 46,941 44 

2010 46,182 57 

2011 23,982 36 

2012 34,313 44 

2013 15,234 83 

2014 29,716 39 

2015 34,322 42 

 

Table 2: Details of IPOs introduced on NSE during 2006-2015  Source: http://www.nseindia.com  
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The above mentioned IPOs day listing gain, holding period return for one month and one year has been 

calculated in order to assess the performance of the IPOs. The factors affecting the underpricing and over 

pricing of the IPOs had also been analysed. 

5.2 Sources of Data: The data had been gathered from the secondary sources during the course of the study. 

The data mainly collected from the National Stock Exchange (NSE) website, Yahoo finance, Moneycontrol.com, 

Chittorgarh.com, websites of the respective companies, websites of the various Government agencies and their 

annual reports. The secondary data and other pertinent literature available on the subject matter had been 

compiled from published/unpublished materials, documents and internet sources through extensive desk work. 

 

VI. DATA ANALYSIS AND INTERPRETATION 

Table – 3 is showing the performance analysis of the IPOs which were introduced during the period of 2006-

2015. The average value of day listing gain for big size IPO is coming out to be 18.02% whereas one month 

gain and one year gain is coming out to be 10.89% and 5.25% respectively. The positive (gain) of 18.02% 

average return on the day of listing is showing that overall each and every IPO of big size gave more than 18% 

of return to every investor in just few days of their investment. However, the one month gain is 10.89% and one 

year gain is 5.25% which is showing different picture of IPOs. It was being observed that the one year gain is 

somewhere discouraging the investors for not investing in the IPOs for a longer period of time. The small size 

IPOs showed a positive performance (gain) on day listing gain only 2.55% and one month gain of 8.45% but the 

one year gain is far better than big size IPOs i.e., 15.35%. It is showing that the big size stocks give less return 

to the shareholders than the small stocks and hence the small stocks are the better avenues for investments. 

  

Table 3: Comparison of performance of IPOs 

The small sized IPOs are performing better than the big size IPOs in terms of gains earned through it. The 

overall performance of big and small size IPOs showed an ability to give 10.28% return.  Although one month 

average return from the combined IPOs seems to generate little bit lower than the listing gain which is 9.67% 

but after one year they have again shown the gain percentage of 10.30%. 

It was also observed in the big size IPOs that 80% IPOs were underpriced on the day of listing which gives rise 

to the fact that they are having higher potential to give return in the form of capital gain on the day of listing. On 

the other hand, in the small sized IPOs, only 20% were underpriced which gives an indication that small sized 

IPOs on the day of listing do not offer much opportunity of capital gain but in the long run they are beating the 

big sized IPOs in terms of ability to generate capital gain for the investors. 

 

Type of IPO Average Day 

Listing gain 

Average One 

Month Gain 

Average One 

Year Gain 

Big Size  18.02%  10.89%  5.25% 

Small Size  2.55%  8.45%  15.35% 

Combined (All IPOs) 10.28% 9.67% 10.30% 
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VII. CONCLUSION AND SUGGESTION 

This paper evaluated the performance of the IPOs which were introduced on the NSE during 2006-2015. It was 

found out that the average gain on the day of listing was 10.28% whereas one month period returns were 9.67%. 

It was observed that the day listing gains figure are somewhat discouraging to the investors in the case of small 

sized IPOs (2.55%) and advising not to invest in the IPOs for a day listing gain specially in small sized IPOs. 

The average value of day listing gain for big size IPO is coming out to be 18.02% whereas one month gain and 

one year gain is coming out to be 10.89% and 5.25% respectively. The positive (gain) of 18.02% average return 

on the day of listing is showing that overall each and every IPO of big size gave more than 18% of return to 

every investor in just few days of their investment. However, the one month gain is 10.89% and one year gain is 

5.25% which is showing different picture of IPOs. 

However if we see the performance of the small size IPOs in the long run then it is way better than the big size. 

Further, this scenario is saying that the investors of IPOs should not continue their investments for a longer 

period of time in big size IPOs. What they should do is to book the profit or loss on the day of listing and then 

move towards the new IPO. The reason for the same is very clear from the analysis.  

Hence, on the basis of the above facts and figures we can say that the IPOs are generally underpriced so that it 

could leave a room for the investors as well as the market to assess the correct price for the IPO and in this 

assessment and correction further leave a scope for the investors to gain.  
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