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Abstract: In an initial public offering (IPO) the firm can set the offer price of its shares, based on the
valuation of the firm, by changing the number of shares. This study uses stock ownership records and
hand-collected IPO data to analyze the offer prices, the underpricing of IPO shares (measured as the
initial return, IR) and the relationship with the post-IPO ownership structure. Specifically, the paper
focuses on individual IPO investors. The results show that for the lowest priced IPOs the IR is signif-
icantly higher priced IPOs. Furthermore, for the low-priced IPOs, there is a negative relationship
between offer price and breadth of ownership. This implies that stocks with a low price can attract
more investors than stocks with higher offer prices. However, for high-priced IPOs the relation-
ship is positive, suggesting that also the IPOs with highest price attract more investors. Overall,
this study shows that the offer price of an IPO firm may have a moderate effect on its post-IPO
ownership structure.
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1. Introduction

The initial public offering (IPO) is one occasion when firms can set their share prices
directly, e.g., Baker et al. (2009) report that the IPO is one of two actions through which
firms manage their stock prices to cater to investor demands. Lowry et al. (2017) describe
the possible conflicts of interests when pricing IPOs considering preferred allocations of
shares. Field and Sheehan (2004) state that at the time of an IPO, the original owners
can affect the ownership structure. Fernando et al. (2004), Kumar (2009), and De Ridder
and Burnie (2016) report that a share’s nominal price level can affect the firm’s ownership
structure. Chang et al. (2017) state that the pricing of the share is the most important issue of
an IPO. Hence, this study analyzes offer prices of IPOs and post-IPO ownership structures.
Specifically, this study analyzes the relationship between offer price and the breadth of
ownership. In previous studies, the breadth of ownership is defined as the number of
shareholders holding the stock or as a relative measure of shareholders holding the stock
divided by shareholders on the market within the respective investor category. In this study
both definitions of breadth of ownership are tested to explore the relationship to offer price.

Birru and Wang (2016) show that investors overestimate the importance of the nominal
price level in their stock return expectations. Baker et al. (2009) and Birru and Wang (2016)
argue that firms try to manage their stock prices to cater to investor demands. Reading
through the prospectuses of firms in the sample of the current study, three years were
selected (2011, 2013, and 2014). In these years, more than 80% of all IPOs either performed
a stock split or a reversed stock split during the year prior to the IPO, that is, they changed
the number of shares in the firm, possibly to set an offer price they desired.

Kim et al. (2018, 2019) show that there is a relationship between stock price and number
of shareholders. Hence, this study examines whether offer price affects the ownership
structure of IPO firms. Sandhu and Guhathakurta (2020) study the effects of the offer price
on post-IPO ownership structure but on the IPO market in India. With focus on individual
investors, Kao et al. (2022) study offer price and individual investor attention in Taiwan,
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showing the relationship of offer price to individual investor attention. Together, this
study adds to that knowledge on offer price and ownership structure with evidence from
European IPO markets, in Sweden.

Although individuals can invest in a variety of financial products, approximately one-
fifth of all Swedish citizens hold shares (Abrahamson 2020). Hence, together with the avail-
ability of detailed ownership data, Sweden is an interesting data source to study individual
stock market investors. This study uses hand-collected data on IPOs and an ownership reg-
istry containing the stock holdings for all publicly listed firms in Sweden. Hence, this study
adds to previous work on IPO pricing and ownership structure (of, e.g., Fernando et al.
(2004); Abrahamson (2018, 2020); Sandhu and Guhathakurta (2020); and Kao et al. (2022)),
using a sample containing not only the main market but also two smaller multilateral trad-
ing facilities (MTFs). This study also adds to that study by using two alternative definitions
of breadth of ownership, something mentioned as a possible reason for deviating results in
previous studies.

Bouzouita et al. (2015) argue for a positive relationship between initial return (IR)
and ownership dispersion. Michaely and Shaw (1994) and Pham et al. (2003) show that
the level of underpricing (or commonly used, initial return, IR) is strongly connected to
the ownership concentration. This study aims to contribute to this area by analyzing the
breadth of ownership of individuals, as well as IR.

Several studies on the topic of offer price have studied the efficiency of the price
setting, e.g., Boulton et al. (2017), Chang et al. (2017), Duong et al. (2021), Brockman et al.
(2023), and Neghab et al. (2023). However, Xuan et al. (2023) state that previous studies
have focused on the efficiency of the IPO pricing but argue for more studies on factors
besides the efficiency. Other factors being for example underpricing, ownership structure
and related issues regarding these factors. In addition, Joshipura et al. (2023) provides
directions for future IPO research, where they list the need for research both considering
agency issues and behavioral issues.

The results in this paper show that there is a relationship between offer price and IR,
where the highest IR is found in the group with the lowest priced IPOs. Furthermore, offer
price is related to ownership structure, both the fractions and the breadth of ownership.
In this way, firms might affect their ownership structure by choosing the offer price that
encourages the ownership structure that the firm seeks.

The remainder of this paper is structured as follows. In the next Section 2, I formulate
the two hypotheses, based on previous research. Section 3 describes the data and methodol-
ogy. Section 4 shows the results and compares the findings with previous research. The last
section concludes the paper.

2. Hypotheses

In IPO prospectuses, attracting new capital and drawing new investors are examples
of what are mentioned as reasons for going public. Hence, the number of investors holding
stock after IPOs might be a concern for firms, although firms can have various preferences
for their ownership structure. Breadth of ownership has previously been used to study
IPO firms’ ability to attract investor attention. Grullon et al. (2004) use marketing expenses
to measure possible investor attention to study how the latter affects both the breadth of
ownership and the liquidity of firms. Abrahamson (2018, 2020) use breadth of ownership to
analyze institutional investors’ ability to invest in IPOs with high IR. In this present paper,
breadth of ownership is used mainly as an indicator of investor attention. Hence, whether
IPO firms can affect breadth of ownership through offer price level of shares is investigated.
The null hypotheses being that there is no linear relationship between IR (offer price) and
ownership structure.

Brennan and Franks (1997) show that insiders can use underpricing to retain control,
as larger underpricing is meant to ensure oversubscription and rationing in share allocation.
Therefore, the block size of new shareholders is reduced. However, Bouzouita et al. (2015)
show that increased ownership dispersion may be due to increased information production.
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They test the ownership dispersion hypothesis that underpricing and analyst coverage
cause more public information to be produced, which leads to less information asymmetry
and increases stock liquidity. In his theoretical paper, Chemmanur (1993) argues that the
larger the number of bidders in the IPO is, the greater the underpricing is. Furthermore, in a
recent study on the Chinese market, Huang and Zhang (2020) report that increased individ-
ual investor attention is significantly positive to offer price and IR. Bouzouita et al. (2015)
argue that ownership dispersion should increase with underpricing. Thereby, with in-
creased liquidity in the stock and oversubscription, we expect a high IR IPO to be rationed
among several shareholders. Furthermore, Chen et al. (2002) posit that breadth of owner-
ship is expected to be positively correlated with other stock valuation indicators. Cao and
Wu (2022) show that future breadth of ownership is related to stock returns, for mature
firms already on the stock market. Hence, in the case of IPOs, we might expect breadth of
ownership to be positively correlated with IR. I formulate the first hypothesis:

H1: There is a positive relationship between IR and breadth of ownership.

Dyl and Elliott (2006) argue that in frictionless markets, nominal share prices do not
affect firm value. However, they also declare that market friction exists and that firms
manage share price levels to increase firm value. Baker et al. (2009) state that firms manage
their stock prices to cater to investors. They show that mature firms take actions to reach or
maintain a desirable price level depending on investor demand for securities in different
price ranges.

Compared with institutions, individuals generally tend to hold more lower-priced
stocks (e.g., Gompers and Metrick 2001; Fernando et al. 2004; and Kumar and Lee 2006).
West et al. (2017) claim that the general public may treat IPO investing like a lottery.
This could be due to uncertainty connected to the market pricing of an IPO and the
general lack of information on the IPO share (compared with a seasoned share with a
history of annual reports, etc.). Kumar (2009) shows that individual investors prefer stocks
with lottery features. Furthermore, he shows that investors in lottery-type stocks and
lottery ticket buyers have similar socioeconomic characteristics. Thus, we expect individual
investors holding IPOs with low nominal offer prices to have lower income compared to
IPOs with higher prices.

Abrahamson (2020) show that institutional investors have the capacity to “cherry-pick”
among Swedish IPOs, where institutional investors hold IPOs with high IR to a larger
extent than do individual investors. Fernando et al. (2004) report a U-shaped relationship
between offer price and IR. Therefore, it is reasonable to expect that institutional investors
hold large proportions of IPOs with both the lowest and the highest offer prices.

At the IPO, firms can set the offer price and thereby possibly affect their post-IPO
ownership structure. Moreover, Yong (2016) argues that IPOs with low offer prices will
attract more potential buyers, especially individual investors. Tsukioka et al. (2018) show
that high investor attention and optimistic investor communication positively affect IR
and offer prices. Birru and Wang (2016) show that investors overestimate the growth
potential of low-priced stocks compared with high-priced stocks. Rapp (2023) show that
unsophisticated (individual) investors are likely to invest in IPOs with low offer prices.
Together with the knowledge that individuals have a preference for lower-priced stocks
in general, we expect IPOs with low offer prices to attract more individual investors.
Therefore, I formulate the second hypothesis:

H2: There is a negative relationship between offer price and breadth of ownership among individ-
ual investors.

To study IR of IPOs, data from the webpage of Jay Ritter is a valuable source of
information open to researchers. However, for detailed ownership structure there is a lack
of openly available global data, at least known to the author of this paper. Therefore, there
is a need for studies based on data from several sources and countries to study questions
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connected to ownership structures in IPO firms. Recently research use data from Asian
markets (e.g., Kao et al. (2022) Taiwanese data, Chi et al. (2023), and Xuan et al. (2023) use
Chinese data) and European markets (e.g., Bouzouita et al. (2015) French data, Rapp (2023),
German data, Abrahamson (2020) Swedish data), where data on both stock market prices
and ownership structure are available.

Duong et al. (2021) show, based on IPO studies across 37 countries, that there are
similarities in IR but that European IPOs have smaller IR on average, due to stronger
shareholder protection. For studies on individual stock market investors it is especially
interesting to find data from countries with a stock market open to the public, where direct
stock holdings are common, e.g., in Sweden it is almost twice as common for individuals to
hold shares than in the UK and the US (Abrahamson 2020).

3. Data and Methodology

Information on IPOs for the period 2006–2016 were hand-collected from prospectuses,
annual reports, press releases, the stock registry at the Swedish Tax Agency, and IPO firm
webpages. Data on annual income were obtained from the Swedish Tax Agency. The sample
contains firms in Sweden that went public on the main market, the Nasdaq Stockholm
(Stockholm Stock Exchange (SSE)), or on two small market segments, First North (FN)
and Aktietorget (AT), (AT changed their name to Spotlight in May 2018). To identify IPOs,
I sought out public offers where existing or new shares were offered publicly to investors.
IPOs were required to have remained listed for at least one year to be included in the
sample. Starting with a list of new firms, listings with prior listings, list or name changes,
hive-offs, spin-offs, dividends, and listings of preferred stocks were excluded. Together,
these criteria yielded a sample of 325 IPOs.

Although using Swedish stock market data gives an opportunity to study ownership
structure in detail, there are limitations that require for some clarifications on Swedish
IPO data compared with other markets. Firstly, compared with previous studies on IPOs
that use for example US or Asian data to, e.g., measure IR, Swedish IPOs appear to have a
rather wide range of the nominal price (see Table 1, from SEK 0.1 to SEK 320). This shows
that firms have a possibility to set their price at various levels, which might affect the
ownership structure. Secondly, the sample of Swedish IPOs contain firms that have been
publicly offered to all investors, i.e., not just selected by institutional investors. Thirdly,
in Sweden the ownership records are not available until after the IPO, where data on
ownership is reported for publicly traded firms. Thereby, it limits the IPO analysis to post
the ownership structure.

Table 1. Summary statistics of IPO firms.

Panel A: Full Sample

Mean Median St.dev. Min Max

Firm Characteristics:
SIZE 958 837 251 0.25 24,432
OP 25.84 9.00 37.77 0.10 320
FRAC. 0.32 0.28 0.19 0.04 1.00
IR 0.11 0.03 0.36 −0.66 3.11
SHAREHOLDERS 1622 656 2439 54 16,111
DAYS 42 35 30 1 144
N 325

Panel B: Lowest Offer Prices

Mean Median St.dev. Min Max

Firm Characteristics:
SIZE 45 34 41.2 0.25 342.1
OP 3.36 3.70 1.89 0.50 6.00
FRAC. 0.29 0.26 0.16 0.04 1.00
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Table 1. Cont.

Panel B: Lowest Offer Prices

Mean Median St.dev. Min Max

IR 0.17 0.07 0.44 −51.3 3.11
SHAREHOLDERS 701 423 943 63 6693
DAYS 44 40 28 1 127
N 113

Panel C: Highest Offer Prices

Mean Median St.dev. Min Max

Firm Characteristics:
SIZE 2785 1343 385 38.1 24,432
OP 65.37 55.00 45.83 26.50 320
FRAC. 0.40 0.36 0.25 0.01 1.00
IR 0.08 0.05 0.16 −0.32 0.78
SHAREHOLDERS 3357 2279 3437 59 16,111
DAYS 41 31 32 3 130
N 104

This table reports summary statistics for initial public offerings (IPOs) in Sweden for 2006–2016. The table shows
the mean, median, standard deviation, minimum and maximum values for firm characteristics for the respective
exchange. Panel A shows the full sample. Panel B (C) shows the sample of IPOs with the lowest (highest) offer
prices, after dividing them into three offer price groups. The characteristics are SIZE (the market cap at the time of
the IPO, reported in millions of Swedish Krona (SEK)), OP (the share price offered to shareholders in the IPO in
SEK), FRAC. (the fraction of shares offered to new shareholders in the IPO), IR (return for the first trading day on
the stock market), SHAREHOLDERS (the total number of shareholders of the IPO firm at the first registry, and
DAYS (the number of calendar days from the IPO date to the first appearance in the ownership registry). N is the
number of IPO firms.

Previous research on ownership structure uses several definitions and groups based
on stock price levels. Kumar (2009) reports that individuals prefer lottery-like stocks, and
West et al. (2017) argue that individuals may treat investing in IPOs as lotteries. Kumar
(2009) uses previous stock price volatility and stock price level to define lottery stocks.
However, Nofsinger and Varma (2014) use a similar definition but stricter inclusion criteria
than Kumar, yielding fewer lottery stocks. Meanwhile, Bali et al. (2011, 2017) use MAX,
which is maximum daily return in the previous month, to define lottery instead of volatility.
In the case of IPOs, the historic volatility of the share price cannot be used because the first
trading date is the IPO. Therefore, the offer price indicates whether the stock is lottery-like.

Even though this sample exceeds the number of IPOs in Sandhu and Guhathakurta
(2020), there was a concern of thin offer price groups. Therefore, instead of 10 groups, I form
3 roughly equal sized groups based on the offer price: low-, medium-, and high-priced
IPO stocks. Hence, I use the names low- and high-priced groups, rather than lottery and
nonlottery groups, although the results are compared with the results of previous studies
using lottery and nonlottery stocks in the analysis. The classification is based on a relative
measure within the sample period across all lists and, also for each list separately due to
possible differences related to regulated exchange regarding MTFs. As an alternative to
relative price groups, I divide the sample based on whether the stocks are considered penny
stocks. Penny stocks are defined differently in previous research where low-priced issues
are either analyzed separately or excluded from the analysis. (Ritter (1991) defines a penny
stock as a stock with a price of less than USD 1, Ritter and Welch (2002) and Ljungqvist
and Wilhelm (2003) as one with a price of less than USD 5, and Bradley et al. (2006) as one
with a price of less than USD 5 if the stock is not listed on the main market). With these
definitions in mind, I consider IPOs on FN and AT as penny stocks if the offer price is less
than SEK 10 and as ordinary stocks otherwise.

Previous studies performed using breadth of ownership are, e.g., from breadth related
to return in Choi et al. (2013), who use the number of accounts holding the stock over total
accounts, Yang and Hu (2019), who use trading over a period to measure breadth, and
Kim et al. (2018, 2019), who use investor base. In this paper, definitions are used which are
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similar to those in Abrahamson (2020), testing breadth of ownership both as number of
shareholders but also number of shareholders relative to all shareholders.

In Table 1, Panel A shows the summary statistics of the full sample while Panels B (C)
shows the highest (lowest) price group, after sorting the sample in three groups based on
their offer price. One may notice the variation within the sample when comparing the price
groups. As expected, the group with a higher offer price on average contains larger firms,
are less underpriced (lower IR), have a higher number of shareholders and sell a larger
fraction of the firm in the IPO. This seems contradictory to the first hypothesis but seems to
support the second.

To analyze the relationship between offer price and ownership, the sample is divided
into groups, to control for size. The method is similar to the one used in Grullon et al. (2004),
where the sample is first divided into groups based on market value of the firm, thereafter
on the desired variable. I divide the sample into quintiles based on size, and each quintile
is further divided into five sub-groups based on OP. Thereafter, the difference between the
lowest and highest subgroup is analyzed.

Further analyses are made through OLS-regressions. The number of shareholders or
the relative measure breadth of ownership as dependent variable OWNERSHIP is used in
order to compare the results of the two ways of measures. Ordinary least squares (OLS)
regression models are estimated by the following equations:

OWNERSHIP = α+ β1OFFER PRICEi + β2FRACTION OFFEREDi + β3INITIAL RETURNi
+β4FIRM SIZEi + εi,

(1)

where the explanatory variable OFFER PRICE is the share price offered in the prospectus,
FRACTION OFFERED is the number of shares offered divided by the total number of
shares for the firm, INITIAL RETURN is defined as the difference between the first day’s
closing price and the offer price, divided by the offer price, and FIRM SIZE is the market
value of all shares in the firm the time of the IPO based on the closing price on the first day
of trading.

Using OLS-regression to understand the relationship on ownership structure together
with IR or offer price limits the analysis to linear relationships. Therefore, future studies
with similar interest using ownership records might also consider non-linear methods.
Another limitation of the present study is that it only considers data from one western
country, whereas for future studies adding complete ownership data from larger markets
e.g., US or UK might enhance the knowledge further. At present, complete ownership data
is unavailable for these markets, at least for this study.

4. Results

In Table 2, univariate analyses are presented for groups divided based on the offer
price (OP) of the IPO. If high OP signals quality, we would expect differences between
the OP groups that indicate that higher OP is associated with higher values of all studied
variables except for IR, where investors would demand higher IR for higher risk.

Panel A shows differences between highest and lowest OP, out of three OP groups.
For all variables, the results come out as expected and all but one show statistically sig-
nificant differences between the OP groups (the z-stat for IR is not significant, which is
expected considering Fernando et al. (2004)). These results show that there are differences
between the OP groups and that OP can reflect more than just the value of the firm.

Panel B shows differences between penny stocks and ordinary stocks, which divided
the sample into two groups based on the offer price. The results are similar to those in
Panel A, with significant differences between the groups for all variables (except that z-stat
for IR is not significant).

Together this shows that the results are robust to at least two different ways of cat-
egorizing the OP groups. Hence, higher OP is associated with larger firms with higher
breadth of ownership. The average investor income is higher for IPOs with high OP, which
is consistent with and adds to Kumar (2009) and the idea that investors with lower so-
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cioeconomic characteristics invest in stocks with lower prices. The results of IR, that low
OP is associated with higher IR, is consistent with Yong (2016) and adds the results of
a developed market showing similar results.

Table 2. Univariate analyses of offer price groups.

Panel A: Relative Offer Price Level

Variable
Low Low High High Difference in

Mean t-Stat
Wilcoxon

(Mann–Whitney) z-Stat

Mean Median Mean Median [p-Value] [p-Value]

FRAC. 0.29 0.26 0.40 0.36 −3.89 −3.40
[<0.001] [<0.001]

IR 0.17 0.07 0.08 0.05 2.03 0.52
[0.043] [0.600]

SIZE 45 34 2785 1343 −7.57 −12.40
[<0.001] [<0.001]

INCOME 541 509 1339 958 −6.13 −10.76
[<0.001] [<0.001]

BoO 0.04 0.02 0.16 0.11 −7.56 −7.90
[<0.001] [<0.001]

N 113 104

Panel B: Penny Stocks vs. Ordinary Stocks

Variable
Penny Penny Ordinary Ordinary Difference in

Mean t-Stat
Wilcoxon

(Mann–Whitney) z-Stat

Mean Median Mean Median [p-Value] [p-Value]

FRAC. 0.29 0.26 0.35 0.31 −2.99 −2.35
[0.003] [0.019]

IR 0.16 0.05 0.06 0.03 2.62 1.28
[0.009] [0.199]

SIZE 55 43 1935 389 −7.25 −13.07
[<0.001] [<0.001]

INCOME 562 538 1139 840 −6.34 −10.51
[<0.001] [<0.001]

BoO 0.04 0.02 0.12 0.07 −7.21 −7.17
[<0.001] [<0.001]

N 169 156
This table reports the results of univariate analyses of the mean (median) investor characteristics based on the
offer price of the IPO. In Panel A, the sample is divided into three groups. The table contains the groups with the
lowest/highest offer prices. In Panel B, IPOs are considered penny stocks if they are traded out of the main market
and have an offer price below 10 Swedish Krona (SEK); all other stocks are classified as ordinary. Both panels
show results for FRAC. (the fraction of shares offered to new shareholders in the IPO), IR (the return on the first
trading day on the stock market), SIZE (the market cap at the time of the IPO, reported in millions of SEK), and
BoO (BREADTH of OWNERSHIP, the number of investors holding the stock divided by the total number of stock
market investors within its category and multiplied by 100 to decrease zeros). INCOME is the yearly average
income of all Swedish individuals holding the stock (reported in thousands of SEK). N is the number of IPO firms
in each group.

Table 3 presents an analysis of the relationship between OP and breadth of ownership.
Specifically, I examine whether breadth of ownership increases with OP after controlling
for size. The equally-weighted group means are shown in the table. Panel A shows that for
the smallest IPOs the number of shareholders is higher in IPOs with the lowest OP. For the
largest IPOs, it is the opposite, with on average 3403 shareholders more in the group with
highest OP. For both the smallest and largest IPOs the differences are significant at the 1%-
level. Panel B shows similar results, as instead of the number of shareholders the desired
variable is the breadth of ownership, measured as the relative number of shareholders in
the IPO compared to the total number of shareholders in the market at the time of the IPO.
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Table 3. Effects of offer price on shareholders.

Effects of Offer Price on BREADTH of OWNERSHIP

OFFER PRICE
Market Value

Smallest 2 3 4 Largest

Panel A: Number of Individual Investors

Lowest 1206 697 390 1012 1697
2 499 451 555 929 4637
3 400 381 1345 1521 3932
4 599 676 832 1362 3714
Highest 350 687 914 2856 5100

Difference
(Highest–Lowest)

−855 ** −10 523 ** 1844 3403 ***
(−2.27) (−0.04) (2.02) (1.58) (3.82)

Panel B: Breadth of Ownership Individual Investors

Lowest 0.0689 0.0379 0.0219 0.0540 0.0956
2 0.0271 0.0253 0.0308 0.0520 0.2681
3 0.0233 0.0216 0.0780 0.0861 0.2235
4 0.0353 0.0382 0.0452 0.0786 0.2074
Highest 0.0197 0.0369 0.0498 0.1623 0.2812

Difference
(Highest–Lowest)

−0.0492 ** −0.0010 0.0279 ** 0.1083 0.1856 ***
(−2.19) (−0.07) (1.97) (1.61) (3.76)

This table reports a comparison of equally weighted group means for different measures of BREADTH of
OWNERSHIP (BoO) by FIRM SIZE and OFFER PRICE groups. Groups are formed by dividing the sample of
325 IPOs into quintiles based on market capitalization calculated from the closing price on the first trading day.
Each quintile is then the divided into five subgroups each year based on the OFFER PRICE. Panel A shows the
equally weighted average number of individual investors in each group. Panel B shows the equally weighted
average BoO of individual investors in each group; to decrease the number of zeros, BoO is multiplied by 100.
The t-stats are reported in parentheses. ***, and ** denote significance at 1%, and 5%, respectively.

Together, the results both support and contradict the second hypothesis, as the smallest
firms and largest firms show opposing relationships between OP and ownership. Hence,
these results suggest a U-shape also for breadth of ownership and not just for IR, as shown
in Fernando et al. (2004).

Table 4 shows regression results on post-IPO ownership, using the number of share-
holders but also the relative measure breadth of ownership as dependent variables. This sup-
ports the first hypothesis in all Panels, where IR is significant in all models for the full
sample and in most price groups. For the second hypothesis, there is no support in Panel A.
However, Panels B and C show significant support for all price groups containing the
lower priced IPOs. Together, the hypotheses are non-conclusive, suggesting that there is a
relationship between offer price and breadth of ownership, but it appears to be non-linear.
Further research is therefore suggested to address this issue for individuals but also for
institutional investor groups.

Table 4. OLS regression results: shareholders and breadth of ownership.

Regression Results

Panel A: Full Sample (Except Model 2)

(1) (2) (3) (4) (5) (6)

Int. 743.81 *** 1843.17 *** 394.08 * 0.0414 *** 0.1171 *** 0. 0204 *
(4.43) (2.59) (1.89) (4.25)* (2.79) (1.69)

OP 26.51 *** 22.69 * 14.52 * 0.01509 *** 0.00101 0.00081 *
(3.45) (1.79) (1.89) (3.39) (1.38) (1.78)

FRAC. 588.76 0.0372
(1.05) (1.17)
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Table 4. Cont.

Regression Results

Panel A: Full Sample (Except Model 2)

(1) (2) (3) (4) (5) (6)

IR 8943.32 *** 333.98 ** 0.05406 *** 0.0196 **
(3.22) (2.14) (3.38) (2.15)

SIZE 0.452 *** 0.00003 ***
(5.35) (5.30)

R* 0.21 0.22 0.47 0.22 0.23 0.48

N 325 64 325 325 325 325

Panel B: Offer Price Groups Number of Shareholders

(1) (2) (3) (4) (5) (6)

Int. 1057.26 *** 444.45 1957.18 ** 361.75 388.86 484.68
(3.90) (1.60) (2.52) (0.53) (1.61) (1.24)

OP −123.57 ** −138.62 ** 14.54 13.26 −65.94 * 13.34
(−2.06) (−2.36) (1.16) (1.08) (−1.84) (1.33)

FRAC. 1105.15 ** 682.06 1025.78 ** 587.45
(2.05) (0.64) (2.33) (0.63)

IR −205.21 3485.30 ** −163.36 1516.36 ***
(−1.11) (2.19) (−0.92) (2.94)

SIZE 8.36 *** 0.41 *** 5.60 * 0.43 ***
(8.94) (5.29) (1.95) (5.42)

R* 0.07 0.22 0.05 0.39 0.13 0.44

N 113 113 104 104 169 156

Panel C: Price Groups Breadth of Ownership

(1) (2) (3) (4) (5) (6)

Int. 0.0579 *** 0. 0239 0.1092 ** 0.0153 0.0202 0.0244
(3.85) * (1.60) (2.37) (0.38) (1.53) (1.07)

OP −0.0066 ** −0.0074 ** 0.0008 0.0008 −0.0034 * 0.0008
(−1.98) (−2.28) (1.13) (1.03) (−1.71) (1.26)

FRAC. 0.0643 ** 0.0445 0.0595 ** 0.0377
(2.05) (0.74) (2.33) (0.72)

IR −0.0110 0.2055 ** −0.0096 0.0895 ***
(−1.03) (2.25) (−0.94) (3.03)

SIZE 0.0004 *** 0.00002 *** 0.0031 ** 0.00003 ***
(8.16) (5.33) (1.93) (5.41)

R* 0.07 0.21 0.05 0.40 0.12 0.45

N 113 113 104 104 169 156
This table reports the regression results with SHAREHOLDERS as the dependent variable for initial public
offerings (IPOs) in Sweden for 2006–2016. OP (is the share price offered to shareholders in the IPO in Swedish
Krona (SEK)), FRAC (is the fraction of shares offered to new shareholders in the IPO), IR (is the return on the
first trading day on the stock market), and SIZE (is the market cap at the time of the IPO, reported in millions of
SEK). For Panel A, columns one through three present the results for the number of shareholders, four through
six for the breadth of ownership (where breadth of ownership is the number of shareholders in the firm divided
by number of shareholders holding any stock). Panel A shows the full sample except for model two, which
only consists of the main market IPOs. Panel B (C) shows the results for number of shareholders (breadth of
ownership) with the sample divided into groups based on OFFER PRICE, where columns one and two (three and
four) contain the IPOs within the lowest (highest) offer price groups of the three. Column five (six) shows the
results for penny (ordinary) stock IPOs. N is the number of IPO firms. White-Huber robust standard errors are
used, and t-stats are reported in parentheses. ***, **, and * denote significance at 1%, 5%, and 10%, respectively.
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5. Discussion and Conclusions

The main finding of this paper is the effect of offer price on post-IPO ownership
structure. For low-priced IPOs, there is a negative relationship between the offer price
and the breadth of ownership among individual investors. The results also show that
the average income is lower among individuals holding an IPO with a low offer price
compared with those holding IPOs with higher offer prices, which implies a more lottery-
type investment. This is consistent with previous studies showing individuals’ preference
for low-priced stocks. For individuals, the results show a positive relationship between
IR and breadth of ownership. Using two previous definitions of breadth of ownership
gives consistent results on offer price, showing that both definitions can be used. Together,
the results show that firms can affect their post-IPO ownership structure by means of their
offer price.

There is a firm size effect, with large firms having more shareholders than smaller
firms. However, the results show that even when controlling for size, the offer price affects
the number of shareholders. Thereby, when firms set their offer price, they can affect their
future ownership structure and thereby likely also their monitoring.

These results have practical implications for firms, showing that the ownership struc-
ture can be affected by their choice of offer price. These results together with knowledge
from previous studies, that ownership dispersion affects the risk of the firm and that un-
sophisticated investors have poor capacity to monitor the firm, show the importance of
awareness of corporate actions related to ownership structure. The practical implication of
the relationship between ownership structure and offer price also holds for investors and it
might affect the monitoring of the firm.
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