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Abstract 

The purpose of this project paper is to identify 

the forces that influence the rate of initial return on 

IPOs KLSE's Second Board. To ascertain these forces, 

six elements have been selected and have been tested as 

factors that may have influenced the rate of initial 

return on IPOs. The selected six elements were offer 

price, offering size, amount listed, the company age, 

PE ratio and the market level. 

This project paper was based on the findings from 

84 IPOs. All those IPOs were listed on the KLSE's 

Second Board as at 31st. December 1993. The result 

shows that, on average, IPOs gave an initial return of 

59.46% on the first day of listing. 

The rate of initial return was found to be influ

enced by the offer price and also market level (in this 

case, KLSE's Composite Index). The size of the offer

ing, age of the company, PE ratio and the amount listed 

were found to have no significant relationship with the 

rate of initial return. 



Table Of Contents. 

Page 

Acknowledgement 

Abstract 

Table Of Contents 

List Of Tables 

List Of Graph / Diagram 

CHAPTER ONE : INTRODUCTION 

1.1 Introduction. 1 

1.2 Objective Of The Study. 3 

CHAPTER TWO : BACKGROUND OF THE SECOND BOARD 

AND CRITERIA FOR LISTING 

2.1 The KLSE Second Board. 8 

2.2 The Objectives For The 

Establishment Of The Second Board 9 

2.3 Steps To Be Consider Before Go Listing. 10 

2.4 Second Board Listing Requirements. 14 

2.5 The Advantages Of Listing. 16 

2.6 Methods Of Flotation. 18 

CHAPTER THREE : LITERATURE REVIEW 

3.1 Prior Research 21 



CHAPTER FOUR : DATA, METHODOLOGY.AND HYPOTHESIS 

4.1 Data 25 

4.2 Methodology 26 

4.3 Hypotheses. 28 

CHAPTER FIVE : RESULT AND ANALYSIS 

5.1 Findings. 31 

CHAPTER SIX : CONCLUSION AND RECOMMENDATIONS 

6.1 Conclusion 41 

6.2 Recommendations. 42 

Bibiography 

Appendices 


