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ABSTRACT

This research paper was conducted to find out the reaction of lock-up provision towards
IPO market where it is measure by observing the market reaction in terms of price and volume.
The data needed is retrieved from Yahoo Finance and Bursa Malaysia which comprises of 30
listed companies from Main Market in Bursa Malaysia from year 2012 until 2015. The time
frame of the research is 30 days before and 30 days after expiration of lock-up period.
Methodology used in this research is t-test which is used to determine the significant of average
abnormal return (AAR) and average abnormal volume (AAV) by using standard deviation of
average abnormal return and average abnormal volume. The findings of this research showed
that price and volume do not react to the expiration of lock-up period which means no significant
results. Hopefully, the result of this research paper will help investors to make an investment
decision by choosing the right time to buy and sell stock in order to maximize profit and

minimize losses.
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CHAPTER 1: INTRODUCTION

1.1 Initial Public Offering

Initial public offering can be defined as a sale of stock to the public for the first time.
A company can raise money by issuing debt or equity. IPO was known as a company
that never issued equity to the public. There are several reasons that have been
proposed why the company want to go to the public. IPOs make the company shares
to become more liquid that also can lead to the increase in terms of firm value. It is
also known as overpricing which means that the pricing of initial public offering was
above its market price. If we are going depth on why company want to goes public we
would understand that the true reason behind going IPO was to overprice the share
offering. This is because the primary purpose of a company to do an IPO is to raise
money as much as possible.

The company goes public with the aim that they want the company being
recognized by outsiders such as analysts, investors and banks. By doing IPO, it can
enhance the value of the firm. Furthermore, the IPO can give the advantage to
company by having their shares publicly traded on a stock exchange. By doing so the
company are able to raise additional funds through the issuance of more stock.

Company also can offer securities in the acquisition of other company.



