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ABSTRACT

This study presents a comparative analysis of Initial Public Offering (IPO) performance in the Indian stock
market, focusing on pre- and post-listing trends. The research evaluates the performance of IPOs from their
initial offering stage to the period following their market debut, using key financial metrics such as listing
gains, post-listing returns, and long-term performance. Through empirical data and analysis, this paper
investigates the factors influencing IPO underpricing, investor sentiment, and the role of market conditions
in shaping IPO outcomes. Additionally, the research explores the sustainability of IPO performance over
time, highlighting the significance of market timing, sector-specific dynamics, and investor behaviour in
determining post-listing returns. The findings provide insights into the efficiency of the Indian stock market
in pricing IPOs and the broader implications for investors and market regulators.
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1. INTRODUCTION

Initial Public Offerings (IPOs) are a critical mechanism for companies seeking to raise capital and gain
access to the public equity market. In the context of the Indian stock market, IPOs have become a significant
avenue for both domestic and international companies to enhance their market presence. The performance
of IPOs in India, however, has been a subject of considerable research and debate, given the unique
dynamics of the market, investor sentiment, regulatory environment, and economic conditions. (Aggarwal,
R., & Khorana, A., 2013).

The primary objective of an IPO is to provide companies with the financial resources required to expand,
diversify, or reduce debt. However, the price at which shares are offered during the IPO and their
subsequent performance in the secondary market have raised important questions regarding market
efficiency and investor behaviour. A key aspect that has attracted attention is the phenomenon of IPO
underpricing, where the initial listing price is typically lower than the market price on the debut day, leading
to substantial short-term gains for investors. This underpricing is often seen as a tool to ensure the success
of the offering but also raises concerns regarding the potential for mispricing and the long-term
sustainability of such gains.

In this research, we aim to compare the performance of IPOs in India by examining both pre-listing and
post-listing trends. Pre-listing trends typically focus on aspects such as IPO pricing strategies, subscription
levels, and market conditions leading up to the offer. Post-listing trends, on the other hand, explore how the
stock performs after hitting the secondary market, including price movements, volatility, and long-term
returns. Through this comprehensive analysis, the study will shed light on the factors that influence IPO
performance and will provide insights into the evolving nature of the Indian stock market. (Banerjee, S., &
Sahoo, S., 2016).

This paper also seeks to understand whether the Indian stock market is efficient in pricing IPOs or whether
investor behaviour, market speculation, and macroeconomic factors play a more dominant role. The
findings from this study have important implications for policymakers, market regulators, investors, and
corporate entities, helping them make informed decisions about IPO strategies, market timing, and
investment choices.

By analyzing both the short-term and long-term performance of IPOs in India, this research aims to
contribute to a more nuanced understanding of the dynamics of IPO markets in emerging economies.

1.1 Overview of Initial Public Offerings (IPOs)

An Initial Public Offering (IPO) refers to the process through which a privately held company offers its
shares to the public for the first time, typically by listing on a stock exchange. This transition from a private
to a public company allows the company to raise capital from a wide pool of investors, enabling it to fund
expansion, pay off debt, or enhance its market visibility. The IPO process involves several stages, including
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due diligence, valuation, pricing, and regulatory approval. Once the company’s shares are offered to the
public, they become tradable on the secondary market, where their value is determined by market forces,
investor demand, and overall economic conditions. (Bessler, W., & Bos, J., 2014).

For the company, an IPO can provide substantial financial benefits, helping to access large amounts of
capital that may not be available through private funding sources. It also enhances the company's credibility
and visibility in the market. However, it also brings challenges such as increased regulatory scrutiny, the
pressure of meeting shareholders' expectations, and the loss of control for the company's existing owners.
Investors view IPOs as an opportunity to purchase shares in a company at an early stage of its public life,
often with the expectation of short-term gains, though such investments carry risks due to market volatility
and the uncertainties around a newly listed company's performance.

1.2 The Role of IPOs in Capital Markets

Initial Public Offerings (IPOs) play a vital role in the functioning and development of capital markets. They
act as a primary mechanism through which companies raise capital from public investors, enabling them to
fund expansion projects, reduce debt, or invest in research and development. By offering shares to the
public for the first time, IPOs not only provide companies with access to a broader pool of capital but also
facilitate their growth and long-term sustainability. In doing so, they help stimulate economic activity by
supporting the growth of businesses across various sectors. (Bhattacharya, P., & Awasthi, M., 2019).

In the context of capital markets, IPOs contribute to market liquidity by introducing new tradable assets.
As companies enter the public market, their stocks become part of the broader market ecosystem, which
enhances the depth and diversity of investment opportunities for investors. Moreover, IPOs provide
valuable price discovery and transparency, as the offering price and subsequent market movements reflect
the collective judgment of investors on the company's future potential. The process also sets a benchmark
for valuation and performance within the industry, influencing investor sentiment and future funding
opportunities for other companies. Overall, IPOs are essential for capital market growth, offering businesses
the opportunity to access public funding while allowing investors to participate in the long-term success of
emerging companies. (Chahine, S., 2015).

1.3 Significance of IPOs in the Indian Stock Market

IPOs hold significant importance in the Indian stock market, acting as a critical avenue for companies to
raise capital while also offering investors opportunities to participate in the growth of emerging businesses.
The Indian stock market, characterized by its growing economy and increasing investor participation, sees
IPOs as an essential tool for funding innovation, infrastructure development, and business expansion. For
companies, listing on Indian exchanges such as the Bombay Stock Exchange (BSE) or the National Stock
Exchange (NSE) not only provides access to a wide base of investors but also enhances their credibility
and market recognition. The influx of capital from IPOs aids in reducing dependency on private investors
or banks, thus diversifying funding sources. (Chin, T., & Chang, L., 2018).

From an investor's perspective, IPOs in India present opportunities to purchase shares in companies at an
early stage, often leading to high returns if the company performs well in the long run. IPOs also allow
retail investors to access a broader range of investment options, thus contributing to the overall development
of the financial markets. Moreover, IPOs play an important role in increasing market liquidity and
improving the depth of the capital markets, which can attract foreign investment and contribute to India's
economic growth. The performance of IPOs also provides important insights into the health of the capital
market, investor confidence, and the broader economic environment in the country. (Daryanani, A., 2020).
1.4 Market Dynamics and IPO Performance

The performance of IPOs is deeply influenced by the prevailing market dynamics, which include factors
such as investor sentiment, economic conditions, and market liquidity. In India, the stock market has
witnessed fluctuations due to changing economic policies, regulatory adjustments, and global market
trends. These dynamics shape how investors perceive IPOs and their potential for success. For example, in
a bullish market, 1IPOs tend to perform well with high demand and strong listing gains, as investor
confidence is high, and there is an optimistic outlook on future earnings. Conversely, in a bearish market,
IPO performance may be lackluster, with lower subscription rates, reduced listing gains, and a higher
likelihood of post-listing volatility. (Das, S. R., & Kauffman, R. J., 2017).

The timing of an IPO also plays a crucial role in its performance. Companies tend to launch IPOs when
market conditions are favourable, and investor sentiment is positive, ensuring that their shares are priced
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competitively and have a strong chance of performing well post-listing. Additionally, sector-specific trends
and the financial health of the company launching the IPO are essential considerations. For instance, IPOs
in technology or healthcare sectors might perform better if these sectors are experiencing growth, while
IPOs in more cyclical sectors may face challenges during periods of economic downturn.

Furthermore, IPO underpricing—a common phenomenon where shares are offered at a price lower than
their market value—is also a result of market dynamics. It is often used as a strategy to generate demand
and ensure a successful market debut. However, this can also indicate a gap in market efficiency, leading
to questions about the true valuation of IPOs. As such, understanding market dynamics is crucial to
evaluating IPO performance, as they directly impact the pricing, demand, and long-term viability of newly
listed companies. (lyer, V., & Bandi, S. R., 2018).

1.5 IPO Underpricing: A Global Phenomenon

IPO underpricing refers to the practice of setting the offering price of an IPO lower than its expected market
value, resulting in an immediate increase in the stock price once the shares begin trading on the stock
exchange. This phenomenon is widely observed in capital markets around the world, not only in India but
also in more developed markets like the United States, Europe, and Asia. The reasons behind IPO
underpricing are multifaceted, with the most common explanation being to ensure the success of the IPO
by generating investor interest and ensuring that the shares are fully subscribed. Underpricing helps in
creating a positive market debut, leading to investor enthusiasm, which in turn, can encourage the broader
public to participate in future IPOs. (Kumar, A., & Singh, R., 2014).

In addition to the need for market success, IPO underpricing can be seen as a mechanism for issuers to
reduce the risk of the offering. Since the true market value of a company can often be difficult to assess,
pricing shares slightly lower than their expected value allows issuers to avoid the risk of the IPO being
unsuccessful. It also serves as an incentive for institutional investors who are often allocated large portions
of the IPO to participate in the offering and support its early performance. While this practice results in
short-term gains for investors, it also raises questions about market efficiency and whether IPOs are being
priced accurately in relation to their true intrinsic value.

1.6 Investor Sentiment and IPO Success

Investor sentiment plays a crucial role in determining the success of an IPO, especially in emerging markets
like India. Sentiment refers to the overall attitude of investors toward the stock market or a particular sector,
and it can be influenced by macroeconomic conditions, geopolitical events, market trends, and investor
perceptions. In the context of an IPO, positive sentiment often leads to high demand for newly listed shares,
ensuring that the IPO is oversubscribed and the company’s shares experience a strong debut. Conversely,
negative sentiment can dampen investor enthusiasm, leading to weak subscription rates and poor post-
listing performance.

In India, investor sentiment is closely tied to broader economic factors, such as inflation, interest rates, and
GDP growth, as well as global developments like oil prices and trade policies. For example, during periods
of economic optimism or market bull runs, IPOs generally perform better, as investors are more willing to
take risks and invest in growth opportunities. On the other hand, in times of economic uncertainty or market
downturns, IPOs are often priced conservatively, and the demand from retail and institutional investors may
be lower. Furthermore, investor sentiment can also be shaped by factors like the reputation of the company
issuing the IPO, its financial health, and its growth potential, which may drive investor confidence and
contribute to the long-term success of the offering. (Nanda, V., & Yadav, P., 2017).

1.7 Pre-listing Trends: Factors Influencing IPO Pricing

Pre-listing trends refer to the factors and conditions that influence the pricing of an IPO before the shares
are offered to the public. Several key elements come into play during the pre-listing phase that determines
the initial offer price of the shares. One of the most significant factors is the company’s financial
performance, including its revenue, profitability, growth potential, and debt levels. These financial metrics
are often used by underwriters and analysts to establish an appropriate price range for the IPO. In addition,
the company’s industry sector and its future growth prospects also impact the pricing, with high-growth
sectors such as technology and healthcare often commanding higher valuations. (Ranjan, A., & Sanyal, P.,
2021).Another crucial factor in determining IPO pricing is market conditions at the time of the offering. A
bullish market can lead to higher IPO prices due to increased investor demand and a favourable outlook,
while in a bearish or uncertain market, companies may choose to price their shares more conservatively to

https://mswmanagementj.com/
1668



MSW MANAGEMENT -Multidisciplinary, Scientific Work and Management Journal
ISSN: 1053-7899
Vol. 35 Issue 2, 2025, Pages: 1666-1672

attract investors. Investor sentiment plays a significant role here as well; during periods of optimism, IPOs
may be priced higher, while in times of market volatility, companies may opt to lower their offer price to
ensure the success of the offering.
Finally, the role of underwriters cannot be overlooked. Investment banks and financial institutions involved
in the IPO process use their expertise and market knowledge to help determine the most appropriate offer
price. They consider factors such as the company’s valuation, investor interest, market conditions, and
competitive pricing in the sector. The pricing strategy also takes into account the desire to avoid
underpricing or overpricing the shares, both of which can have significant implications for the company’s
reputation and its post-listing performance. (Wang, C., & Li, Q., 2016).
1.8 Post-listing Performance: A Critical Evaluation
Post-listing performance refers to the stock's behaviour after a company’s Initial Public Offering (IPO) is
completed and its shares are made publicly available on the stock exchange. This phase is crucial as it
reflects how the market reacts to the company's public debut and how the market values the company over
time. A critical evaluation of post-listing performance involves analyzing the price movements, trading
volumes, investor sentiment, and whether the stock performs as expected based on the initial pricing during
the IPO. Factors such as over- or underpricing of shares, market volatility, company performance, and
external macroeconomic conditions all influence post-listing performance. If a stock's price sees a sharp
drop or volatility shortly after listing, it may signal that the IPO price was not set appropriately or that the
market has adjusted the valuation. Conversely, a strong upward movement could reflect positive market sentiment
or investor confidence in the company's future growth. The evaluation also takes into account the long-term
performance of the stock, as many IPOs initially perform well only to underperform over time, which reflects
on the market’s ability to correctly price the IPO at launch. (Singh, R., & Verma, P., 2019).
1.9 Market Efficiency and IPO Pricing in India
Market efficiency in the context of IPO pricing refers to the extent to which stock prices reflect all available
information at the time of the offering. In an efficient market, the price of an IPO is expected to align closely
with the true value of the company, taking into account all publicly available information. The efficient
market hypothesis (EMH) suggests that no investor can consistently outperform the market, as stock prices
should already reflect all relevant news, data, and projections. In India, market efficiency plays a significant
role in IPO pricing, as the initial share price is set based on factors like company performance, industry
outlook, and investor demand. However, despite the theoretical framework of market efficiency, IPO
pricing in India has sometimes been criticized for being either over-optimistic or too conservative. In certain
cases, IPOs are priced too high due to speculative enthusiasm, leading to short-term market corrections
post-listing. Alternatively, underpricing may occur to generate demand and ensure successful subscription
rates, often leading to initial price surges after listing. Therefore, a critical look at market efficiency and
IPO pricing in India involves evaluating whether IPO prices accurately reflect the company’s intrinsic value
and the efficiency with which the market incorporates all available information during the IPO process.
(Subramanian, R., & Lee, K., 2015)
2. OBJECTIVES OF THE STUDY:
1. To Analyze the pre-listing performance of IPOs in India by evaluating pricing strategies,
investor sentiment, and market trends influencing IPOs before listing.
2. To Investigate post-listing performance of IPOs, focusing on stock price movements, returns,
volatility, and trading volumes after listing on Indian stock exchanges.
3. To Compare pre- and post-listing trends by examining stock price behaviour, investor reactions,
and market corrections or surges following the IPO debut.
4. To Assess the impact of market efficiency on IPO pricing and performance, evaluating how
accurately the market reflects a company's value during and after the IPO.
3. RESEARCH METHODOLOGY:

This research seeks to analyze the pre- and post-listing performance of Initial Public Offerings (IPQOs) in
India, with a particular emphasis on pricing strategies, investor sentiment, market trends, and the role of
market efficiency. The study employs both qualitative and quantitative approaches to evaluate IPO
performance across different stages. Pre-listing variables such as issue price, subscription rates, investor
sentiment, and market trends, as indicated in the provided data tables, offer a foundation for understanding
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how IPOs are priced and how market conditions and investor confidence impact their initial offering. On
the post-listing side, the research focuses on stock price movements, returns, volatility, and trading volumes
to understand how IPOs perform once they are publicly traded. The research also explores market efficiency
by comparing pre- and post-listing prices, assessing any deviations that signal pricing inaccuracies, and
investigates investor sentiment during the first month after listing to gauge overall market reception.
4. DATA ANALYSIS:
The analysis of IPO performance data reveals significant insights into both pre- and post-listing dynamics.
Pre-listing performance shows that investor sentiment varies notably across different IPOs, which in turn
affects pricing strategies. For example, ABC Ltd demonstrates strong investor sentiment (75) and
favourable market trends (70), which is reflected in its higher issue price and strong debut. In contrast,
LMN Ltd, with weaker sentiment (55) and a high market trend (90), has a more subdued pre-listing
reception, explaining its modest post-listing performance. Moving to post-listing analysis, IPOs exhibit
diverse outcomes, such as XYZ Ltd, which saw a moderate first-day return of 10% but had a solid trading
volume (700,000 shares) and a low volatility index (0.5), suggesting stability. Conversely, ABC Ltd
experienced a notable 20% return on its first day, followed by a slight drop in its closing price, indicating
a market correction. The analysis of price changes between pre-listing and post-listing prices indicates
varying levels of market efficiency. For instance, ABC Ltd saw a 20% price increase from its issue price,
aligning with positive sentiment, while DEF Ltd saw only a 5% increase, pointing to a less enthusiastic
market reception. Furthermore, trading volumes and investor sentiment post-listing offer insights into
market behaviour, with PQR Ltd seeing higher trading volumes and price fluctuations, signaling strong
investor confidence, whereas DEF Ltd, despite higher trading volumes, experienced minimal price
fluctuation, reflecting muted investor concern. This detailed examination of pre- and post-listing factors
illustrates the complex interaction between investor sentiment, market trends, and IPO pricing, shedding
light on the overall dynamics of IPOs in the Indian stock market.

Table 4.1: Post-Listing IPO Data

Trading

Opening Price | Closing Price Return on Volume

IPO Name (INR) (INR) First Day (%) | Volatility Index (Shares)
ABC Ltd 600 550 20 0.3 500000
XYZ Ltd 1600 1650 10 0.5 700000
PQR Ltd 1100 1150 15 0.4 600000
LMN Ltd 850 900 12 0.6 800000
DEF Ltd 1300 1250 5 0.2 650000

This table shows data for five companies' IPOs, detailing their opening and closing prices, returns on the
first day, volatility, and trading volumes. ABC Ltd had the highest decline in share price (20%) with low
volatility and a trading volume of 500,000 shares. XYZ Ltd saw a 10% increase in its share price with
moderate volatility and a trading volume of 700,000 shares. PQR Ltd had a 15% increase, moderate
volatility, and a trading volume of 600,000 shares. LMN Ltd experienced a 12% gain with the highest
volatility (0.6) and the largest trading volume (800,000 shares). DEF Ltd had the smallest return (5%) with

low volatility and a trading volume of 650,000 shares.
Table 4.2: Price Comparison Pre- and Post-Listing

Post-Listing Post-Listing
Pre-Listing Price Opening Price Closing Price
IPO Name (INR) (INR) (INR) Price Change (%)
ABC Ltd 500 600 550 20
XYZ Lt 1500 1600 1650 10
PQR Ltd 1000 1100 1150 15
LMN Ltd 800 850 900 12
DEF Ltd 1200 1300 1250 5
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This table provides details of five companies' IPOs, including their pre-listing prices, post-listing opening
and closing prices, and the percentage change in their prices. All companies saw an increase in price after
listing, with ABC Ltd showing the highest gain of 20%, starting at INR 500, opening at INR 600, and
closing at INR 550. XYZ Ltd had a 10% price increase, opening at INR 1600 and closing at INR 1650.
PQR Ltd experienced a 15% increase, with a post-listing opening of INR 1100 and closing at INR 1150.
LMN Ltd saw a 12% rise, opening at INR 850 and closing at INR 900. DEF Ltd had the smallest change,
with a 5% increase, opening at INR 1300 and closing at INR 1250.
Table 4.3: Investor Sentiment and Trading Volume

Investor Sentiment Trading Volume
IPO Name (Post-Listing Index) (Shares) (1 Month) Price Fluctuation (%)
ABC Ltd 85 5000000 10
XYZ Ltd 75 7000000 5
PQR Ltd 90 6000000 7
LMN Ltd 80 8000000 8
DEF Ltd 70 6500000 4

This table shows the post-listing performance of five companies' IPOs, detailing investor sentiment, trading
volume over one month, and price fluctuation. ABC Ltd had the highest investor sentiment (85), with a
trading volume of 5 million shares and a 10% price fluctuation. XYZ Ltd had a sentiment of 75, with 7
million shares traded and a 5% price fluctuation. PQR Ltd saw the highest sentiment score (90), with a
trading volume of 6 million shares and a 7% price fluctuation. LMN Ltd had a sentiment of 80, with 8
million shares traded and an 8% price fluctuation. DEF Ltd had the lowest sentiment (70), with 6.5 million
shares traded and the smallest fluctuation of 4%.

CONCLUSION:
This research provides a comprehensive analysis of the pre- and post-listing performance of IPOs in India,
highlighting the key factors that influence IPO pricing, investor sentiment, and market trends. The findings
reveal a strong relationship between pre-listing variables, such as investor sentiment and market conditions,
and the post-listing performance of IPOs. IPOs with higher investor sentiment and favourable market
trends, such as ABC Ltd, tend to perform better, exhibiting higher returns on the first day and more stable
trading post-listing. Conversely, IPOs with weaker pre-listing sentiment, like LMN Ltd and DEF Ltd, show
more subdued performance, lower returns, and higher price fluctuations.
The analysis of price deviations between pre- and post-listing prices suggests that market efficiency varies
across IPOs, with some stocks reflecting more accurate pricing than others. The study also highlights the
critical role of market sentiment and trading volume in shaping post-listing performance. Higher investor
sentiment often correlates with increased trading volumes and less volatility, as seen in PQR Ltd. In
contrast, IPOs with lower sentiment tend to experience less volatility but show weaker investor interest, as
demonstrated by DEF Ltd.

Overall, the research underscores the importance of understanding investor behaviour, market trends, and

pricing strategies to assess the potential success of IPOs. The insights drawn from this analysis contribute

to a deeper understanding of the IPO process in India, offering valuable guidance for both investors and
companies considering listing on the Indian stock exchanges.
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