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AN ANALYSIS OF THE COSTS OF THE INITIAL
PUBLIC OFFER ON THE POLISH MARKET
AS DETERMINAL OF THEIR OF THEIR BEHAVIOURS

Undertaking the decision to carry out the publifenfig requires maturity and great
knowledge regarding the complex time- and capitasisive IPO process from the owners.
The main purpose of the deliberations conductedrbguthor is to define the concept of the
initial public offering, the characteristics of tadvantages and disadvantages, with particular
emphasis on its costs as well as factors determithi@ success of the initial public offering
on the stock market in Poland in the years 2008220he calculations were based on infor-
mation included in the current reports that — adicagy to the binding law in Poland — the
entity introducing securities to trading on thei@#l stock exchange market is obliged to
publish after subscription or sale of shares.
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1. INTRODUCTION

Among an increasingly broader range of financinggialities, implemented invest-
ment activities, a wide offer in this area is offgby the regulated stock market. This mar-
ket, also subject to the international competitimomcentrates the demand for financial in-
struments offered by issuers more and more effegtivt is a place for raising capital on
more and more competitive conditions. As compacedthers, alternative sources of fi-
nancing, including private placements on a regdlaarket, it is easier to find investors
and get a higher sale price of the offered seestifThese securities are usually of a share
or debt nature. Skillful use of the public markéepenables to provide the company with
funds for development, to improve its market positjradually, find a strategic investor or
create an attractive image among clients and ottons(Wista, 2007).

The decision on the company's debut in the stogkenh& not strictly a financial choice,
resulting only from the need to obtain funds neagséor its development, however, it
undoubtedly has a strategic dimension. Making th@pany public makes is connected
with the necessity of its earlier creation of tleed image that will attract the interest of the
investors and — as a consequence — will bring alfuitthe company. The success of the
Initial Public Offering (IPO) is largely dependestt the quality of the conducted process,
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the involved entities and efficient communicatioithwthe participants of the capital market
through a wide range of the information channeigifanik, 2017).

The main purpose of the author's deliberation® iddfine the concept of the initial
public offering, the characteristics of the advgetaand disadvantages, with particular em-
phasis on its costs and factors determining theesscof the initial public offering on the
stock market in Poland in the years 2008-2017.r&€kearch period which was chosen by
the author was dictated in particular by eventd thak place in 2008 when the global
financial crisis broke out and the crisis phenomarestill present in the economic and
financial reality of the world. This will allow u® answer the question whether joint-stock
companies in Poland also decided to conduct thialipiublic offering during the time of
crisis and how the direct costs of raising caghabugh the IPO were changing.

2. THE CONCEPT AND THE ESSENCE OF THE INITIAL PUBLI C OFFERING

Pursuant to the definition included in the ActPublic Offering and Conditions Gov-
erning the Introduction of Financial Instrumentmanized Trading and Public Compa-
nies (Act of 25 July 2005...), ‘a public offer is piding access to at least 150 people or to
an unlimited addressee, in any form and manneoyhmdtion about securities and condi-
tions of their acquisition, constituting a suffiotebasis for the decision to acquire these
securities’. An important element of this definitithat determines that the offer is ‘public’
is a wide circle of its addressees. All offers added to designated recipients, the number
of which does not exceed 149, are legally treasgorizate offerd In addition, all offers in
which the addressee is unmarked are treated ak pfiters. All offers whose information
is disseminated via mass media, including the ieterare of such nature and the infor-
mation about a particular offer is available tamtiérested investors. At this point it is worth
noting that conducting a public offer does not alsvhave to be related with introduction
of shares into organized trading, and in partictilair introduction to trading on a regulated
market. The mechanisms of the initial public offigrin specific countries differ taking into
account the manner of valuing shares and its fudhecation, the role and share of the
issuer, the underwriter and the investor. Fromigheer’s point of view, the optimal mech-
anism of this offer is one that enables to maxinttee income from the issue of shares
(Draho, 2004).

Currently, Polish law defines only the conceppoblic offering and it does not define
the concept of the original public offering. Howevi is easy to say that this is public
offering that is being carried out for the firsh8. This means that before this offer is con-
ducted, the company is non-public, i.e. the grolscshareholders is limited. In the case
of public offers, it is important to provide invess$ with all the information that will allow
them to assess the investment risk adequately.iSfgs important in the aspect that the
offer can reach investors who do not have broadvedge and experience in the capital
market (Sieradzki, 2016). The issue of new shaagsbe carried out according to three
main models:

» closed subscription, by directing shares only twent shareholders by implementa-

tion of their pre-emptive rights,

2 In the period covered by the study, the criteddthe number of entities determining whether the
offer was treated as public or as private has@bdnin the period from January 2003 to July 2005.
this limit was 300 people, in the period from AsgA005 to April 2013 it was 100 people, and after
that period 150 people.
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 private subscription, by submitting an offer to arked recipient, most often a stra-
tegic investor,

e open subscription, by raising capital on the opearfcial market.

Under the terms of a closed subscription, thecigsice determined by the current own-
ers will take into account both the capital neddbh®company and the financial capabilities
of the shareholders. Possible underestimationeof/#tiue of shares (relative to book value
and market value) and expectation of higher cajgighhs, discounting ones, e.g. earlier
decisions regarding the distribution of net prafiay be in their interest. This group of
investors interested in the purchase of sharesraiataining their position in the company
also expects future participation in the benefisuiting from the implementation of the
anticipated investment projects covered by the iaedwcapital. It has the most comprehen-
sive range of information about the company's itid@is, as a result the scope of asymmetry
of information, which does not always limit confboof interest between owners and man-
agement is the lowest here.

Resignation of subscription rights by shareholded other mode of issuance may oc-
cur in cases when the market prices the comparhehig relation to the estimated value
of the investment projects. This may also applywite following are expected:

« significant dispersion of shares to secure theidiyof the market, acquisition of

a larger block of shares by the owners than itlteétom pre-emptive rights,

» obtaining significant financial resources in therést possible time, gaining strate-
gic investors, with possible appointment of engitiesponsible for the implementa-
tion of the development strategy,

 creating the possibility of setting the issue pxizethe market (e.g. making the issue
public).

It is vital to pay attention to the situation irhieh the issue of shares is directed to

a strategic investor that is supposed to ensurengmthers, access to specialist know-how,
more effective management methods, improve the etitiye position on the market, often
secure the implementation of a specific developrs@mategy or reduce the dominance of
the founders of the company. In this case, it issfile to negotiate the issue price that is
favourable to the investor and the company direetlth its possible possibly increase for
additional privileges (e.g. in the field of divid#sor voting rights).

An open subscription requires market verificatifrthe company's operations, and in
this case a wider assessment of numerous facttmsmring the expected and actual share
issue price is necessary. It is essential to payton to the highlighted stage of enterprise
development and the adopted development strateyy. i3 always related to additional
elements of risk and uncertainty, the need foraekiformation about investment plans,
assessment of the future structural changes, whahreduce the chances of optimal de-
termination of the issue price. The issuer expiittsnarket acceptance of the assumptions
of the development strategy, securing capital needsaccepting the expected benefits re-
lated to this. Two situations which may determirte a different extent — the final level of
the issue price should be distinguished:

1. The company is a public company and previoasssissues are traded on the market

and may constitute a possible basis for compaffigodetermining the price.

2. The initial public issuing of shares is madé @ossible comparison with similar
companies is possible (with the assumed comddyatriteria).
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In these cases, investors' assessments are maeleconditions of a more or less effec-
tive market, different access to the market infdromeand possibility of assessing the actual
and future economic potential of the issuer as altlifferent levels of expected and ac-
cepted risk. Therefore, it is important to know asdess the factors that determine the final
determination of the issue price which securesettpectations of both the issuer and the
investor.

3. FACTORS DETERMINING THE SUCCESS OF THE INITIAL P UBLIC
OFFERING AS WELL AS ITS ADVANTAGES AND DISADVAN TAGES

The success of the public offering measured bytmepany’s accomplished valuation,
the scale and variety of demand for shares anduitdic reception is closely related to
numerous factors influenced mainly by the issusrmianagement and shareholders, but
also professional advisors involved in the prepamadf the transaction. In the literature,
examples of these major elements influencing thel lef the issue price include (Lukasik,
2010):

« the impact of the share issue on the company's mhipestructure and the form of

their subscription,

» size and type of capital needs of the company dsaweapital management,

« the stage of the company's current developmerfyritiser development strategy,

« planned investments and the accompanying risk,

« the company’s position on the market.

The fact that assessment of issuers and invastarade in the conditions of a more or
less effective market, with a diversified accesmformation (asymmetry of information)
regarding the current and future potential of dipalar company is also of great importance
while determining the share issue price (Golec, Wka, 2014).

D. Sukacz divides the factors determining thedsgtice into internal ones, directly
related to the condition and perspectives of thapany's development and other factors
which include primarily the situation on the equitarket, the condition where a specific
industry is located, the size of the public offgrisize and frequency of the public offers
made by companies in the industry in which the camypoperates (Sukacz, 2005).

U. Malinowska also emphasizes that both in theigmf issuers and investors, success
depends on familiarization with the mechanismshefdapital market functioning and ac-
quisition of relevant knowledge regarding the fastofluencing the changes in share price
levels (Malinowska, 2011). Furthermore, the intetiseelopment of the financial markets
and the turbulence occurring on it have causedtti@tomplex process of determining,
forecasting stock prices should include the fundatadeand market factors as well (Fig. 1).

That determine effectiveness of business entitidsrEluence its economic value (eco-
nomic added value) while assessing the risk ofsitets and actions taken. The fundamen-
tal determinants of setting the issue price caodmsidered in two perspectives:

* retrospective, including the current economic posibf the company,

« prospective, including the impact of the compangjsital development on its market

value.

In the first case, the current situation of theypany, its financial condition, operational
and financial risk and payment capability basedbasic information included in financial
reporting are analyzed. The fundamental factothénretrospective approach refer to the
current economic position of the company and asseissof the basic financial values,
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synthesizing past choices and actions (e.g. bohleyaapital and property structure, cash
flow). At the same time, it is a preliminary assaest of securing the economic interests
of the owners and the degree of the risk taken.

FACTORS SHAPING THE SHARE ISSUE PRICES
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Figure 1. The scope of factors determining thellefiéhe share issue price

Assessment of the current dividend policy, usirgnieasures expressing: the level of
dividend per share, the dividend rate, dividendecage ratios may complete the analyses.
However, attention should be paid to the varioagtiens of investors to the information
on the applied dividend policy depending on thadtire of shareholders, preferring cur-
rent benefits to a varying extent (the so-calleddnd Magnetism) or future capital gains
(the so-called profit magnetism).

In addition to retrospective factors, the informatregarding the changes in the com-
pany's income position related to its capital depelent, the way capital is used and the
change in the market position play an importarg neldetermining the amount of the share
issue price. The issuer will try to report the &sguice to the expected income taking into
account the fact that it ‘sells’ the right to paigpiate in the economic effects of the company
to future owners. However, this does not mean dsaessment of the company's income
value made by an issuer will be concurrent withithvestor’'s assessment. The latter may
strive to select companies that are undervaludlgeinnvestor’s assessment as compared to
the companies falling into a similar risk class.eTprognostic assessments are difficult,
requiring access to a wide range of the informa#ibout factors shaping the future eco-
nomic value (economic added value) and risk ati@agnjunction with the assessment of
effectiveness of the future investment plans fieahby the raised capital (Karfska,
2009).

Among the market factors, it should be emphasikatithe choice of the right moment
of the market determines the level of the issueepaccepted by the market. Setting the
correct issue price requires consideration ofstatd dynamic factors, using financial mar-
ket analysis, matching technical and fundamentahehts as well as the factual expecta-
tions and preferences of the investors. This isffcat problem as decisions are made
under conditions of uncertainty, it is necessanak® into account numerous elements that
can occur with varying intensity at the momenthaf &ctual market introduction and market
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verification of the earlier arrangements. The agipnation of the issue price to the market
price, i.e. the price accepted by market partidipamrequires a comparison and assessment
of the profit rate expected by investors, with ehg@ected profitability of the purchase of
shares and the market interest rate. This is am @fréhe conflict of interest between the
issuer and the investor that increases the cdsspénce and directs the investors' interest
in other securities. The maximum share purchasee gtetermined by the investor in the
primary market, providing the expected rate of metdoes not have to correspond to the
minimum price accepted by the issuer. The issoat®ns may be different. On the one
hand, it is possible to lower the issue pricefl@zible shaping depending on development
of the market situation, assess the ratio of thewarhof expected capital to the identified
needs or resign from raising capital in this segnedrihe financial market. On the other
hand, appointment of the underwriter obliged tetaker the shares that do not find buyers,
and thus the risk of a deposit on the market witbctic financial consequences for the
issuer. Acceptance of the lower issue price magefarchange in the direction of allocation
of the acquired capital into areas ensuring higlvenomic efficiency. This is particularly
important in the implementation of development psses where capital budget settlements
may limit the possibilities of free shaping thedéand cost of the acquired capital.

Table 1. The most important advantages and disaalyes of conducting IPO and listing on the
regulated market

Advantages Disadvantages
Access to a wide range of investors that enaplése debut of the stock market is connected with
to obtain large amounts. the costs of conducting the offer and maintain-

ing the shares on the regulated market.
Better perception of the company by finangiéflaintaining shares in the stock market requ(res
entities (banks, venture capital funds), which|akgular informing investors about the issuer's
lows easier and cheaper acquisition of fupdstivity in the form of current, quarterly and an-

outside the stock market. nual reports.
Increasing the company's credibility among|iSonducting the offer involves the disclosureg of
contractors. significant data about the company's activities

to which their competition has access.
Regular and free advertising of the company e sale of a large block of shares to investors
the media. may mean a partial or total loss of control oyver
the company by its current shareholders.
Implementation of IPO is often associated with

the restructuring of the company which leads to

increased efficiency of its operation
No need to reward shareholders for shared ¢api-
tal. Share capital does not require regular, ohlig-
atory liquidity in the form of interest.

Source: (Sieradzki, 2016).

From the point of view of the (existing) companyrass, conducting the first public
offering and introducing the shares to trading lom érganized market has numerous ad-
vantages, yet, it also has certain drawbacks. @grtghe biggest advantage of this process
is the possibility of acquiring large funds duethe potential unlimited number of stock
investors who can purchase the offered sharesbifuyest disadvantages of maintaining
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shares in trading on the regulated market inclbdenecessity to publish the financial data
and all other relevant information that the compampmpetitors also have access to as
well as investors. Furthermore, maintaining sharébe stock market involves the neces-

sity to pay fees to the trading organizer, seasitiepository and market maker if the one
has been contracted. The main advantages and digades of conducting the IPO and

listing of shares on the regulated market are ptesen Table 1.

A thorough analysis of the advantages and disadgastof introducing the company's
shares to trading on a regulated market is veryitapt and the management boards of
companies often repeal the initial decision. Thisnost frequently related to the concerns
about the possibility of losing control over thenqmany or even its hostile takeover as well
as loss of the current market position due to #eessity to publicize the sensitive market
and financial data. These factors certainly hav¥emint meanings for individual compa-
nies. For those of them that have no other podsilbd obtain financing, they will be of
secondary importance (Sieradzki, 2016).

4. COSTS RELATED TO THE CONDUCTING THE INITIAL PUBL IC OFFERING

In addition to numerous benefits, the decisionaycout an IPO involves the costs. In
the subject literature, the cost classificationpmsed by Ritter is known that distinguishes
three cost groups (Ritter, 1987):

a) costs resulting from the underestimation of thadssricé,

b) underwriting costs (the gross underwriter spread)

c) other expenses, e.g. expenses related to legaleadaidit and printing related pro-

spectus (Wawryszuk-Misztal, 2015).

In the empirical studies, the costs of stock ergeadebuts are usually classified as
direct and indirect costs.

Pursuant to the Polish law, direct public offestsosshould be made public in the form
of the current report which includes, among othes,information on the number of shares
covered by the offer, issue price, value of inflowadues and types of offer costs consisting
of:

a) the costs of preparing and conducting the offer,

b) costs of remuneration of underwritgrs

¢) costs of drawing up the prospectus, including ctiasay costs,

d) costs of offer promotion. In addition, the issukowld provide the information re-
garding the method of settlement of these costhénaccounting books and the
manner of their inclusion in the financial statem@®egulation of the Minister of
Finance of 19 February 2009, par. 33 section 1 it2jn

3 One of the methods of measuring the underestimati the share issue price is the original rate of
return measured as the difference between the phiageon the first trading day and the issue price
divided by the issue price (Mamcarz, 2010).

4 These are costs resulting from the signed und@émgiagreement. The Public Offering Act distin-
guishes between two types of underwriting agreesnesgrvice and investment [art. 14-15]. The
subject of the service sub-service agreement iadhaisition by the underwriter of the service on
its own account of all or part of the securitiesagfiven issue in order to further their sale.he t
case of an investment sub-issue, the underwritgertakes to purchase, on its own account, all or
part of the offered securities for which no sulisishs have been submitted within a specified
period.
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Indirect costs are the benefits lost by the s@ltassuer of shares when the share price
on the first trading day is higher than the isstieepor the selling price. Underestimation
of the price of offered shares is a common phenomem the financial markets and con-
stitutes a kind of incentive to purchase sharespnblic offer.

The most important costs of conducting the putsiering include remuneration of ad-
visers helping the company at all stages of thegs®. This group includes an investment
firm (a brokerage house or bank conducting the énade activity) that primarily works
pursuant to a commission on the value of placedeshguccess fee) as well as a legal
adviser who is usually responsible for drawing lup legal documentation (including, first
of all, the prospectus). Furthermore, it is the ketipractice to employ an image advisor
(public relations /investor relations) who is expaced in the proper communication with
the media and with individual investors. After {ihgblication of the prospectus, companies
usually conduct an advertising campaign in the médiainly press and the Internet) in
order to attract a wider group of the potentialrshalders with their shares. Subsequently,
the company must be prepared to pay fees to thehPBinancial Supervision Authority
(approval of the prospectus and to cover the aafstsipervision over the capital market),
the National Depository for Securities (dematezition of securities) and the WSE (ad-
mission and introduction to trading).

Generally, the higher the offer, the higher itsabte costs. At the same time, they
constitute — of course — a much smaller value agened to the value of shares issued than
those in very small offers (up to 10 million PLN).

The statistical combination of values and numkbfetP® of the new issue shares is
shown in the chart 1.
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Chart 1. The statistical combination of values anohiner of IPO of the new issue

Source: author’s own elaboration based on data fhrenWarsaw Stock Exchange, PwC, IPO
Watch Europe, report for 2017.
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In 2018, 20 initial offers were recorded on thergéav Stock Exchange (which means
a decrease in 7 offers as compared to 2017), lreof took place on the main market. The
total value of IPO in Warsaw amounted to only 81liam EUR, which means the weakest
year in terms of the value of the offers since 200% low activity on the primary market
on the Warsaw Stock Exchange last year is partigwisible in comparison with the rec-
ord year 2017 when the total value of IPO reacheddvel of 1.8 billion EUR (the offer of
the company Play Communications SA worth 1 billEldR was the largest debut).

In order to obtain the status of the listed conypar2009, it was necessary to pay ap-
proximately 10.4% of the value of the offer, whighs a record sum in the analyzed period.
The average cost was significantly raised by, anmthgrs, GPM Vindexus, specializing
in receivables and debt collection services — timapgany obtained 1.75 million PLN from
the issue bearing the cost of approx. 0.9 millithNR51.5%) (Kwiatkowska, 2010).

5. ANALYSIS OF THE COSTS OF THE INITIAL PUBLIC OFFE RING
OF SHARES IN POLAND IN 2008-2017

The analysis includes 100 domestic companies wticiducted the IPO on the main
share market of the WSE in 2008-2017 (Table 2). fduthe necessity of the accurate
estimation of the costs of obtaining own capitad #meir structure in the research group,
only companies whose public offer included only is&ue of new shares were taken into
account. The research did not include the entttias — as part of the public offering —
simultaneously issued new shares and sold existiages.

Table 2. The number of debuts on the domestic egghanarket in 2008—-2017

Year 2008 | 2009| 2010 2011 2012 2013 2014 2015 2Dp1®172
The number

ofdomestic | 555 | 354 | 373| 387| 395 403 420 433 434 4B2
joint-stock
companies
Number of
listed com- 374 379 400 426 438 45( 471 487 487 482
panies

The number
of debuts

Foreign 25 25 27 | 39| 43| 47 51 54 53 5(
debuts

Number of
withdrawals

33 13 34 38 19 23 28 30 19 1§

10 8 13 12 7 11 8 13 19 20

Source: author’'s own compilation on the basis ¢& dl@m WSE.

The calculations were based on information inaLithethe current reports which — ac-
cording to the binding law in Poland — the entityroducing securities to trading on the
official stock exchange market is obliged to pubkdter subscription or sale of shares.

The costs of share issue are largely fixed cdsrce in the case of emissions with
a significant value, the share of emission costi®ial inflows is relatively low. For this
reason, the surveyed group of companies was divitedwo groups: companies raising
up to 50 million PLN of capital and above 50 mifli®LN. For each of these groups, share
issue costs were analyzed separately, using désgergiatistics methods (Table 3).
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Table 3. Average inflows from issue and issue costsrms of value in the period 2008—2017

Year | Issuevalue| Noof| Average Average | The average cost The average
compa- value of cost of of preparing cost of the
nies | inflows from | issuein |a prospectus and offerin
issues in |thous. PLN| consulting in thous. PLN
thous. PLN thous. PLN
2008 <50 min PLN 12 12,308 957 327 266
>50minPLN 4 628,772 9,178 3,376 2,451
2009 <50 min PLN 7 9,883 1,091 570 175
> 50 min PLN 2 3,248,405 25,391 5,751 1,659
2010 <50 min PLN 6 18,858 2,322 1,320 234
> 50 min PLN 3 89,904 5,169 1,668 289
2011 <50 min PLN 3 32,154 2,457 1,207 534
> 50 min PLN 1 118,500 6,372 1,263 782
2012 <50min PLN 4 18,054 3,251 1,235 504
> 50 min PLN 0 - - - -
2013 <50 min PLN 7 18,987 1,148 351 169
> 50 min PLN 2 98,730 5,365 1,906 445
2014 <50 min PLN 3 14,526 1,134 358 141
> 50 min PLN 1 50,520 2,961 2,247 193
2015 < 50 min PLN 3 60,543 3,421 1,342 539
> 50 min PLN 2 16,573 2,465 467 1,342
2016 <50minPLN 4 4,325 2,579 1,372 690
> 50 min PLN 2 3,567 968 2,682 489
2017 <50 min PLN 3 3,890 1,896 478 2,412
> 50 min PLN 1 7,320 1,248 493 689

Source: Author’'s own compilation based on WSE peosyses.

The table above shows that 432 companies debutbe iyears 2008—2017, 50 foreign
entities introduced their shares to trading onviHgE market, of which 41 companies car-
ried out a new share issue. The majority of foreigmpanies were the entities that chose
the WSE as the only place of quoting their shafés. factor conducive to the increase in
the number of foreign entities on the WSE was emiity EU structures. First of all, these
were companies from other EU countries that intoediushares to trading on the WSE.

Poland's accession to the European Union imprdwedhtage of our market in the eyes
of foreign investors, which contributed to a greatflow of foreign capital into the stock
market. The stock exchange is often referred tthasconomy barometer. Therefore, if
indeed the trends prevailing in the stock marketcaused by the economic situation of a
specific country, enterprises operating in this ketialso experience these changes. Con-
sequently, the macroeconomic situation changesitooeconomic. However, the market
value of the company is not only a reflection af tharket situation. To a large extent, it is
shaped by decisions made within the organizatidwe 3kills of the management and the
level of business risk of the enterprise are otieduimportance. However, it should be
noted that the level of risk is affected not onfyrhicroeconomic factors but also macroe-
conomic factors, such as (Szyszko, 2000):

 unfavourable economic situation,
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« imprecisely estimated level of inflation,

 rapid changes in the market situation,

« changes in the fiscal and monetary policyzRéor, 2008).

The analysis allows to state that in the casesafes up to 50 million PLN, statistically
significant differences were noticed only in thee®f the issue price and the cost of pre-
paring the prospectus, i.e. those costs were higtigrin the years 2008—-2015. In the same
period, one can notice a reduction in the promotiosts of the offer, which may be the
result of a crisis, however, this change is natigtteally significant. While analyzing the
cost structure, the following are noted: the insesia the share of the costs of preparing the
prospectus, the reduction in the share of the afgiseparing the offer and its promaotion,
although these differences are also not statitisanificant. A similar situation also ap-
plies to companies raising more than 50 million Rifftapital.

The analysis allows to state that in the casesafes up to 50 million PLN, statistically
significant differences were noticed only in theeaf the issue price and the cost of pre-
paring the prospectus, i.e. those costs were higtigrin the years 2008-2015. In the same
period, one can notice a reduction in the promotiosts of the offer, which may be the
result of a crisis, however, this change is natigtteally significant. While analyzing the
cost structure, the following are noted: the insesi the share of the costs of preparing the
prospectus, the reduction in the share of the aigiseparing the offer and its promotion,
although these differences are also not statifisainificant. A similar situation also ap-
plies to companies raising more than 50 million Rifitapital.

The range of the results obtained in the analyzztb@ can also be explained by the
fact that since 2007 we have had to deal with aifsigint and long-lasting upward trend in
share prices, which not only encouraged companiester the stock market, however, it
also enabled the investors to achieve high rateb@day of their debut. In 2008 when the
stock exchange already had a complete financisilsgithe situation was not as favourable
as before. Undoubtedly, this year, companies wese &ble to use the underestimation of
the share issue price as a signal. In contraketgaar 2007, sending a stronger signal would
require determining the lower share issue pricéschlivwould reduce revenue from issu-
ance. The situation in this respect is improvin@@99, however, the number of debuting
companies was still small.

The financial crisis significantly changes the @tigrg conditions of enterprises and —
as a result — influences their decisions (PoradehBp 2013). The effect of the crisis is
usually a limited access to capital. Enterprisestgmme investment projects while waiting
for more favourable conditions when it is easieraige capital and the number of the prof-
itable investment projects increases (Putawski3201

On the financial markets during the crisis thera sgnificant reduction in the number
and value of IPOs (Henry, Gregoriou, 2014), whi@swlso the case at the Warsaw Stock
Exchange (Putawski, 2013). In this context, thestjoa arises as to whether and how in
the aftermath of the financial crisis the direcdtsoof raising capital through the IPO change.
It can be assumed that in the conditions of ascti® tendency of enterprises to incur op-
tional costs, for example related to the promotibrthe offer, is changing. At the same
time, entities cooperating with the company in the-up to their debut on the WSE may
be tempted to reduce the fees charged as a résb# ceduced demand for their services.
It is also impossible to ignore the fact that timafficial crisis negatively affects the amount
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of inflows from the issue of shares and the retetfop between expected and actual in-
flows.

6. ENDING

The initial public offering and introduction of gles to stock exchange trading enable
companies to take full advantage of the opportesmitiffered by the stock market. Not only
do the companies collect the necessary capitaiuftiher development but also they un-
doubtedly gain credibility and prestige, which ovsrand managers of companies are in-
creasingly dependent on (to improve the competitigsition in the target market). The
issue of shares via the stock exchange also operpoissibility of benefiting from subse-
quent issues of securities in the future. Obtaitimegstatus of a listed company also enables
wider access to funds that are in the possessianafje number of entities actively oper-
ating on the trading floor.

The obtained results allow to state that the objectet at the beginning of the work
was accomplished. It should be emphasized thatesudt of the financial crisis the costs
of issuance of shares under the IPO increased.phii@somenon can be observed only in
the case of issues with a value of 50 million PLthwegard to ‘large’ emissions.

At the same time, it is worth noting that the sebjg undervaluation of the initial offers
is so extensive that it requires further work beeaa significant part of the factors deter-
mining the success of the public share issue magxbgenous, not always dependent on
the issuer's activities. It may also be a consecpi@f an information gap on the part of
investors, treating it as an additional investmiesht In the situation of a public share issue,
this may also indicate a lack of the appropriatévdies of the issuer in the area of active
investor relations. Therefore, the needs of theanodarket require active communication
with the market, increase its information efficignevhich will allow the to set the issue
price of the shares properly at the stage of olmigithe capital, taking into account the
investor's and issuer's expectations and limiptienomenon of undervaluation (re-evalu-
ation) of public offers. The conducted analysis aléswed to draw the following conclu-
sions:

« the number and value of the issue of new sharesemgtive to changes in the stock

market situation,

« the costs of public subscription of shares in retato the issue value are relatively

high in the case of smaller emissions and decr@afiee value of the issue increases,

« the companies, while conducting a public subsaiptif shares, relatively rarely use

the services of investment underwriters.
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