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PREFACE  
 
 

Every business enterprise experiences a need for capital at some time 
during its existence as a result of the unsynchronised flow of income and 
expenditure. Joint-stock companies have a wide variety of sources that may 
be tapped to raise the capital needed to invest in corporate development. 
Long-term financing, especially in large volumes, can be said to necessitate 
the use of external sources. This is done primarily by issuing securities on 
public capital markets. These securities are characterised by tradability, 
which constitutes a great advantage for the issuers, whose long-term securi-
ties thus become long-term monetary sources. The investors also benefit by 
not having to hold the acquired securities to maturity, since they may be 
sold at any time, thereby reverting to the desired liquidity. In this way, the 
short-term funds of the individual investors are converted into long-term 
resources that facilitate large development-oriented investments. 

Joint-stock companies enjoy the widest range of possibilities in financ-
ing corporate development on a capital market. To obtain the necessary 
funds, they can either increase registered capital by issuing shares or in-
crease long-term debt by issuing bonds. Increasing the base capital by 
a subscription of shares involves a decision as to whether the issue should 
be private or public. A private issue is a direct sale of shares to a predeter-
mined number of legal or natural persons. These securities are not negotia-
ble on a regulated public securities market. A public issue, on the other 
hand, signifies a public offer of shares to an unlimited number of unspeci-
fied persons with the objective of obtaining the desired volume of capital 
through the primary securities market. The first public issue of shares from 
a company whose shares have not been publicly traded is usually referred 
to in the literature as an ‘Initial Public Offering’, or IPO for short. 

Countries with mature market economies have a long tradition of fi-
nancing corporate development through Initial Public Offerings. Globally, 
the importance of IPOs has been on the increase, particularly since the 
1960s. In the last decade, public offers of shares have also begun to appear 
in the countries of Central and Eastern Europe, and particularly on the Pol-
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ish capital market. The Warsaw Stock Exchange is currently one of the 
European stock exchanges with the highest number of completed IPOs. 

The facts outlined above were the inspiration for this book, which in-
tends to expand knowledge and understanding of corporate financing 
through Initial Public Offerings, particularly by pointing out some practical 
approaches to decisions that companies have to make when executing an 
IPO under the conditions in force on the Czech and Polish capital markets. 
The book is structured as follows: 

 

 
 
 
 
 
 
 
 
 
 

 
Chapter 3 

Trends in the number of IPOs on 
global markets 

 

This chapter is intended to review the evolu-
tion of initial public offerings in terms of their 
quantity and the amount of capital raised by 
this form of financing on world markets. 
Relevant global developments will be analysed 
first, followed by a description of regional 
situations. 

 
Chapter 2 

Definition of the term ‘Initial 
Public Offering’ 

 

This chapter describes and compares how 
current scientific approaches, particularly from 
the United States of America and Western 
Europe, define the term ‘Initial Public Offer-
ing’. 
 

 
Chapter 1 

Joint-stock companies and ways of 
financing their development 

 

The aim of this introductory chapter is to point 
out the defining features of joint-stock compa-
nies and provide a general overview of basic 
forms of internal and external sources of fi-
nancing that may be exploited by these compa-
nies to cover capital costs associated with 
development investments. 
 

 
Chapter 4 

Reasons for IPO implementation 

 

This chapter examines the benefits of going public 
on one hand, and the costs and obligations associ-
ated with IPO implementation that can generally 
be considered disadvantages of IPO implementa-
tion on the other hand. 

 

 
Chapter 5 

The costs of going public 

 

The aim of this chapter is to analyse the struc-
ture and scope of IPO costs on global equity 
markets. It investigates both IPO implementa-
tion costs and the costs associated with the 
public tradability of shares. 
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The following groups are targeted for readership: 
a) managers of publicly held companies, their financial/legal advisors and 

consultants, 

 
Chapter 7 

Valuation of Initial Public               
Offerings 

 

This chapter explains the key role of the issue 
price in the process of IPO implementation. 
The chapter explains and compares the two 
principal approaches to business valuation – 
relative valuation methods and direct valua-
tion methods. 
 

 
Chapter 6 

Features of IPOs 

 

This chapter is devoted to an analysis of 
specific phenomena associated with initial 
public offerings on world markets. These 
anomalies include, first and foremost, under-
pricing – undervaluation of the issue price of 
shares, and long-term underperformance 
following initial public offerings. 

 

 
Chapter 10 

Practical approaches to IPO im-
plementation on the Polish capital 

market 
 

This chapter compares the theoretical models 
of corporate decisions about IPO-based financ-
ing with the results of empirical research 
conducted on the Polish capital market. These 
empirical results have made it possible to 
formulate new insights as a contribution 
towards a better understanding of corporate 
financing. 
 

 
Chapter 8 

Conditions for IPO                     
implementation 

 

The objective of this chapter is to identify the 
macroeconomic and microeconomic condi-
tions for successful implementation of initial 
public offerings. The chapter also examines 
requirements for the volume and structure of 
an issue. 

 
Chapter 9 

 
Practical approaches of issuers to 
IPO implementation on the Czech 

capital market 

The aim of this chapter is to identify the 
principal characteristics of initial public 
offerings that have been implemented on the 
Czech capital market in its modern history, 
and to identify the attitudes, opinions and 
experiences of each company concerned. 
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b) students and lecturers at colleges and universities offering courses in 
corporate finance, 

c) participants in advanced forms of managerial training (such as MBA 
studies), professional courses and seminars, 

d) members of the public with an interest in the given issues, including 
stock market investors. 
We have attempted to fill the gap that exists on the Czech and Polish 

book markets in the titles covering the dynamic and eminently topical sub-
ject that ‘Initial Public Offering’ undoubtedly is. This book is also the result 
of the higher doctorate thesis ‘Theory and Practice of Company Financing 
through IPOs in the CEE Region’, defended in 2011 at the Faculty of Busi-
ness and Management at Brno University of Technology, and also incorpo-
rates the results of post-doctoral project GACR no. 402/09/P134 entitled 
‘A Decision-making Model of Corporate Financing through IPOs’. 

We hope this book will become a useful source of information for both 
theoretical and practical matters, as well as a platform for experts to share 
their respective experiences that will lead to a new enlarged edition in the 
near future. 

We would like to take this opportunity to thank all our readers for their 
interest and potential comments, suggestions and recommendations, which 
may be sent to the authors’ e-mail addresses meluzint@fbm.vutbr.cz and 
zinecker@fbm.vutbr.cz. 
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