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‘IPO Price Is Not Value

It is common practice to set the IPO price below the expected closing price on the first
day of trading. Based on this alone it should be clear that the IPO price does not equal the
value of the business; but is an estimation of what bankers expect the value to be in the
market. Only after the shares have traded in a deep, liquid secondary market can value be

more accurately determined.

“The IPO price by no means reflects the intrinsic value of the company. It is an estimation
of what the market is willing to pay for a private company that now has access to additional
capital and is about to trade in public markets.
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