
Initial Public Offering (IPO).
This Initial Public Offering (IPO) MBA Final Year Seminar Topic focuses attention on one of the very important instrument in Financial Markets, Initial Public Offering.
INTRODUCTION: 										Financial Markets where securities / shares are bought and sold on exchange are called Capital Markets. In order to generate lucrative interest of investor in Capital Markets, one must thoroughly address interest in new securities which are yet to launch in stock exchanges. Yes, we are talking about New Issue Markets.
In order to expand, diversify the existing business, debt repayment, acquisitions, etc., companies or corporate houses need huge capital, hence this capital can be collected by inviting public for investment in the company. In order to become public company from private company, it must have SEBI (financial markets regulatory body in India)’s & existing stakeholders (called private investors) approval. Once SEBI & stakeholders clearance is received, private company can start procedure to become public company. That’s why; this process is also defined as the process of converting private company into public.
What is an IPO?										Investment in Stock Market result to profitability if investment strategy is executed wisely. It should be free from speculations, guesswork, tips or rumors. This same thing applies for the investments in securities listing for the first time.							An Initial Public Offering is the process of offering new shares to investors on a public exchange for the first time.
	IPO or Stock issue can be brought by private company in following ways:
a. Public Issue through Prospectus: This is a public invitation by the issuing company where investor is aware about IPO price in advance (i.e. price of the issue is fixed) and securities will be allotted at same price.
b. Book Building Process: This is also a public invitation where price of the IPO is specified by the investor and price at which securities will be allotted is not known. During bidding, investor has to quote the number of securities and the price at which he wants to acquire them. In this case, price varies between minimum floor price & maximum cap price.
c. Offer for Sale: Instead of issuing securities directly to public, issuing company issues securities through financial intermediaries such as bank or broker.
d. Private Placement:  This is meant to sell the securities to small no. of chosen institutional investors like banks, mutual funds, pension funds, insurance companies etc.
e. Right Issue: This is meant for existing investors to buy additional number of shares at a given price.
Broadly speaking, many exchanges prefer to go for Book Building process.
Details of IPO process is as follows:
Step 1: Appointment of Lead Mangers, Registrar, Underwriters and Investment Banks: -			Lead Managers: Lead Manages are independent financial institutions appointed by the 	company going public and are responsible to write the Red Herring Prospectus (RHP) 	and get it approved from SEBI.							Registrar: These are independent financial institutions registered with stock exchanges 	and appointed by the company going public for mainly to keep record of the issue and 	ownership of company shares. 							Underwriters: These are entities which guarantee to subscribe the whole or part of the 	issued capital in consideration for a commission.
Step 2: With the help of Underwriters & Investment Banks, company decides amount of money 	to be raised, number and type of security to be issued and all the details in the 	underwriting agreement (also called draft document). This draft document is sent to 	SEBI for review. 
Step 3: The Draft document contains information like company’s financial statements, 	management 	background, legal issues, offering and risk factors. The document also 	contains issue 	price (in case of Book Building, minimum floor price and maximum cap 	price), issue open and close date.  Once the draft document is approved by SEBI, it 	becomes an Offer document of the IPO. 
Step 4: Then, Offer document is submitted to registrar of the issue and the stock exchange. 	Once offer document gets clearance from stock exchange, Issuing Company makes it 	available to the public and same is called as ‘Red Herring Prospectus’.
Step 5: Red Herring Prospectus & IPO Application Forms are distributed to investors through 	syndicate members.
Step 6: As per the issue date, issue opens for investor’s bidding. Investors fill the application 	forms and submit to the syndicate members, Syndicate members provide the bidding 	information to exchange. Syndicate members send all the physically filled forms and 	cheques to the registrar. Syndicate members are commercial or investment banks 	responsible for underwriting IPO's and are registered with SEBI or registered as brokers 	with Stock Exchanges.
Step 7: After issue close date, issue is no more available for bidding. Depending on the bids 	received from investors, Lead Managers responsible for exchanging bid information with 	SEBI and Stock Exchanges.
Step 8: Registrar receives all application forms & cheques sent by Syndicate members on behalf 	investors. Depending on the bids received, he prepares and finalizes the pattern for 	share allotment and transfers shares to the investor’s accounts.
Step 9: Finally, on 12th day after issue closure date, share of the issuer company gets listed in 	Stock Market for trading.
NOTE: 
1. With effect from May 1st 2010, the Securities & Exchange Board of India (SEBI) has reduced the time between public issue closure and its listing to 12 days from existing period of up to 22 days.
2. The BID should remain open for minimum of 3 working days in Book Building.
3. NSE and BSE have their own platforms for IPO bidding. NSE has Application Supported by Blocked Amount (ASBA) and BSE have Book Building Software (BBS). 
Glossary:													Bid: A bid is the demand for a security on behalf of an investor that is entered by the 	syndicate/sub-syndicate members in the system. The two main components of a bid are 	the price and the quantity. 
	Bidder: The person who has placed a bid in the Book Building process. 
	Floor Price: The minimum offer price below which bids cannot be entered. The Issuer 	Company in consultation with the Book Running Lead Managers fixes the floor price. 
	Syndicate Members: The Book Running Lead Managers to the issue appoint the 	Syndicate Members, who enter the bids of investors in the book building system. 	Syndicate Members are intermediaries registered with SEBI who also carry on the 	activity of underwriting. 
	Order Book: It is an electronic book that shows the demand for the shares of the 	company at various prices on a real time basis.							Floor Price & Cap Price: Floor price is the minimum price & maximum price respectively 	at which IPO bids can be made.
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