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ABSTRACT 
Underpricing in an Initial Public Offering (IPO) is often used as a means of retaining 

control of the company when going public. Therefore, first day returns post-IPO can be 

substantial for investors. Ownership structure is directly linked to IPOs where in 

particular family control is interesting due to the special link families have to their firms. 

Sweden has a great portion of family firms and is also the country that uses dual class 

share structures to the largest extent. With this study, we examine family control in terms 

of voting rights related to initial returns for IPOs. Additionally, we investigate this 

relation with regards to family firms and non-family firms and the usage of dual class 

share structures. This is conducted by using a hand-collected data set of 165 Swedish IPO 

firms between years 2000-2015. The results indicate that family firms use dual class share 

structures to a larger extent than non-family firms. In addition, it indicates that family 

firms use dual class share structures instead of underpricing the share in order to retain 

control of the company.  

 
Keywords: Initial public offering, IPO, family firms, initial return, underpricing, dual class 
share structure.  
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1. Introduction 

1.1 Background 
A well-studied topic within corporate finance concerns Initial Public Offerings (IPOs) and the 

phenomenon of underpricing. However, relating it to the ownership structure and in particular 

to family ownership is more neglected. Even though this topic has successively become more 

thoroughly studied, scholars within this area have not reached an agreement on the actual 

effect family ownership has on Initial Return1 (IR) when a firm is taken public (Cirillo et al., 

2015). The lack of consensus in combination with the neglected focus on the Swedish market 

makes the area of IPOs interesting to further study. Moreover, considering that ownership 

structure has been a significant factor in former IPO underpricing studies, the dual class share 

structure, which the Swedish stock market is characterized by, is an aspect that differentiates 

the setting from other countries’ as well as from previous studies (Faccio and Lang, 2002). 

Thus, this paper will study the Swedish IPO market with regards to family ownership and the 

legal framework Swedish companies operate within. 

 

The common procedure to go public is to let an investment bank price the shares, to advertise 

and subsequently sell the shares to investors. When shares are sold, the IPO firm has to decide 

on the fraction to sell and to some extent who to sell to (Field and Sheehan, 2004). An 

inevitable consequence that comes with an IPO is what Jensen and Meckling (1976) describe 

as agency costs and information asymmetry. For firms where a family has the control through 

voting rights, this agency problem is a Type II equity problem2 between the controlling owner 

and minority shareholders. Furthermore, in order to be able to sell all shares offered, the 

pricing is crucial. In general, pricing the share too low results in raising less capital than 

possible. Pricing the share too high might have the result of a failed IPO. The above 

consequences show the importance of pricing the share accurately. However, studies of the 

share price development show that there is a general underpricing of stocks associated with 

IPOs (Loughran and Ritter, 2004; Abrahamson and De Ridder, 2014). The phenomenon of 

underpricing is often referred to as “leaving money on the table”.  

 

In recent years there have been two well-known IPOs where the shares have been heavily 

underpriced: the IPOs of LinkedIn and Twitter (Solomon, 2011; Vara, 2013). LinkedIn is 

	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  
1 Initial Return refers to the first-day return of a stock. 
2 Type II Equity problem refers to the agency costs arising between controlling owners and minority 
shareholders (Ali et. al., 2007, Villalonga and Amit, 2006). 
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clearly considered an outlier due to the significant IR of 100 per cent the first day of trading 

(Solomon, 2011). This indicates that LinkedIn probably could have raised almost twice as 

much capital in the IPO. Conversely, Facebook experienced an overpricing of the shares, 

where the price dropped substantially directly after the IPO (Vara, 2013). Apart from the 

globally known IPOs presented above, Tobii AB, which was listed on NASDAQ Stockholm 

mid cap in April year 2015 was heavily underpriced (Akerman, 2015). The introduction price 

was 25 SEK per share, but after one hour of trading it traded for 35 SEK per share, which 

corresponds to a return of 40 per cent (Akerman, 2015). 

 

1.2 Problem 
The underpricing phenomenon has many possible answers. One example is the model Rock 

(1986) argues for, where the author refers to the “Winner's Curse Problem” and the adverse 

selection between informed and uninformed investors. Another issue discussed by Smart and 

Zutter (2003) is the difference between dual class and single class IPOs. The authors argue 

that control-issues largely influence under- and overpricing of shares in IPOs. Owners’ 

concerns about losing control are reasonable due to the fact that IPO firms are twice as 

exposed to the risk of turnover of control the first three years compared to private firms 

(Boulton et al., 2010). The strategy owners use to maintain control over a firm is to 

discriminate against large bidders by underpricing the share in order to accomplish a disperse 

ownership among investors. However, Smart and Zutter (2003) found that dual class IPOs are 

less underpriced than in cases with single class IPOs. The authors argue that this is a result of 

the possibility for current owners to remain in control over the company by only issuing 

shares with cash flow rights and not voting rights, thereby reducing the incentives for 

underpricing. 

 

A related topic to the IPO is ownership structure due to the IPO’s direct influence on how the 

shares are allocated (Field and Sheehan, 2004). In the prevailing business world, two of the 

most common ownership structures are family ownership and widely held firms. 

Approximately 44 per cent of firms in Western European countries are family controlled 

whilst 37 per cent are widely held (Faccio and Lang, 2002). In accordance, Anderson and 

Reeb (2003) found that family ownership is apparent in one third of the companies in S&P 

500, representing 18 per cent of the equity, which in extent has positive effects on 

performance. A crucial characteristic of family-firms´ superior performance has clearly been 
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the close connection family members have to their firms and the stewardship that comes with 

it, as described by the Stewardship Theory (Anderson and Reeb, 2003). As previously argued, 

firms often seek to maintain control, which is even more important for family firms due to 

their emotional links to the firms. These firms tend to put greater emphasis on maintaining 

control than non-family firms (Gomez-Meija et al., 2010). Hence, this specific ownership 

structure is highly relevant for the IPO area of research as well as for this particular study. 

 

In general, previous studies view ownership structure as crucial for determining IPO value 

(Cirillo et al., 2015). For instance Cirillo et al., (2015) argue that the aforementioned 

Stewardship Theory related to family firms has a positive effect on IPO value. Conversely, 

Leitterstorf and Rau (2014) found that family ownership has a negative relation with IPO 

value due to their willingness to preserve socioemotional wealth. The field of research on 

family firms, performance and IPOs has flourished in recent years. However, empirical 

studies have not reached consensus on how family ownership relates to the underpricing 

during an IPO (Cirillo et al., 2015). In addition, research on the differences between family 

firms and non-family firms has not been conducted thoroughly, especially not with a focus on 

initial returns regarding Swedish firms. To our best understanding, this is a neglected area of 

research, which we intend to shed light on by conducting this study. 

 

Considering this background and the prevailing research area of family firms, we have stated 

the following research questions: How does family ownership of Swedish firms affect IPO 

value and the following initial return? Further, are there any differences between family firms 

and non-family firms? 

 

1.3 Purpose 
With this study, we aim to investigate the Swedish market of IPOs and how ownership 

structure prior to the IPO affects the pricing of shares. The main variables we aim to 

investigate are: initial returns on the shares and ownership structure in terms of family firms 

versus non-family firms with a particular focus on differences between these groups. In 

addition, the legal framework and share class structure will be emphasized to shed light on the 

subject with a holistic view.  

 

By answering the aforementioned research questions, this study’s contribution is twofold; 

there will be both practical and theoretical contributions. The practical contribution is mainly 
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for investors and firms. Knowledge about the nature of stock-returns post-IPO with regard to 

different pre-IPO ownership structures will reduce the uncertainty and therefore the risk of 

investments. The theoretical contribution lies mainly in filling the gap regarding initial returns 

and family voting rights on the Swedish market. Similar studies have been conducted in other 

parts of the world, but not in Sweden with the prevalent regulatory- and market environment. 

 

1.4 Disposition 
The disposition for the remaining part of this thesis is as following: Section 2 presents a 

literature review covering IPO underpricing and related factors influencing underpricing such 

as ownership structure, agency theory, family firms and socioemotional wealth, legislation 

and share class structure. Section 3 of this thesis addresses the methodology and presents how 

we conducted our quantitative study as well as discusses the variables we used in our 

regressions. Section 4 presents the empirical findings and an analysis of the findings. Lastly, 

in section 5 we present our conclusion and suggestions of future research. 

 

2. Literature Review 

2.1 Family Firms 
Since this study will investigate the influence of family ownership on initial returns, the 

definition of family ownership is of utmost importance. The European Commission released a 

report in 2009 where an overview of family firms in Europe was conducted. The aim was to 

set standards for the characteristics of family firms in order to more effectively analyze and 

classify family firms for future research in the European area (European Commission, 2009). 

They define family firms using four criteria: first, the person who owns the majority of the 

decision-making rights is the founder, have acquired the majority share or are related to the 

previously mentioned by blood or marriage. Second, the ownership is either direct, indirect 

through other entities or a combination of the two. Third, the family is represented in the 

management of the firm by at least one person. Finally, 25 per cent of the voting rights must 

be held by the family in publicly listed family firms. The definition set by the European 

Commission (2009) is used by Leitterstorf and Rau (2014) in their study on IPO underpricing 

regarding the German market. Cirillo et al. (2015) used a similar definition with the threshold 

of 30 per cent voting rights for family members and a minimum of one family member in top 

management. Our study is similar to the studies by Leitterstorf and Rau (2014) as well as 

Cirillo et al. (2015) and will therefore use the definition of the European Commission (2009). 
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However, since this study aims at investigating control, in terms of voting right of the 

company, the criterion regarding family involvement in management will not be considered. 

 

The prevalence of dual class shares in Sweden and the distinction between cash flow- and 

voting rights of the different shares is important since it is only the voting rights we examine. 

As previously presented, family ownership is clearly widespread within the Western 

European market. More specifically, Sweden has approximately 47 per cent family controlled 

firms if a threshold of 20 per cent control is used (Faccio and Lang, 2002). There are other 

definitions of family ownership in previous studies, for instance, Ding and Pukthuanthong-Le 

(2009) have defined family ownership as when at least two family members are on the Board 

of Directors or the management team. However, this definition does not take into account the 

control, in terms of voting rights, the family have on the company and will therefore not serve 

the purpose of this study: to investigate the effect voting rights of family firms have on IPO 

value. Furthermore, Anderson and Reeb (2003) and Villalonga and Amit (2006) define family 

ownership as when the founder or a member of the family has control over the company 

through blockholding, owning at least 10 per cent of the votes in the company. In addition, 

the authors include control through involvement in management and the board. They also 

include both direct and indirect ownership. However, since this study investigates the control, 

in terms of voting rights, of family firms the definition of Anderson and Reeb (2003) and 

Villalonga and Amit (2006) does not suit the purpose and will therefore not be regarded as 

applicable. 

 

2.2 IPO and Underpricing 
When a company wants to expand the business, internal or external capital is needed. In many 

cases internal capital is not available and therefore external capital is needed as a 

complement. There are two main methods to raise external capital: borrowing through the 

bond market or issuing shares to the public market, better known as an IPO. By issuing shares 

in the market through an IPO, the company issues capital in exchange for dispersing control- 

and cash flow rights. The number of IPOs has risen sharply the last decade, where firms 

globally raised approximately $1.36 trillion between year 2005 and 2011 (Palash, 2014). The 

IPO is probably the most studied topic within corporate finance, especially studies 

emphasizing short-run underpricing, cycles concerning number of IPOs and first-day returns 

as well as long-run performance (Michel et al., 2014). 
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As presented in the introductory section, there seems to be a trade-off between control and the 

capital raised when pricing the share when a firm goes public. Underpricing when firms are 

taken public has been occurring for several years. For instance, during the 1980s, the average 

underpricing was 7 per cent in the US for the first-day return (Loughran and Ritter, 2004). 

The average first-day return doubled during the 1990s and reached as high as 65 per cent 

during the tech bubble in the years 1999-2000 (Loughran and Ritter, 2004). Regarding 

Sweden, IPOs were generally underpriced by 41 per cent pre-1990 and eventually dropped to 

8 per cent post-1990 due to regulations (Rydqvist, 1997). The first piece of regulation 

introduced considered the tax code on capital gains, which made it less beneficial for 

employees to receive shares as remuneration. The second piece prohibited employees of the 

underwriter (an investment bank) to buy substantial number of shares in the IPO, which 

reduced the risk of moral hazard. Even though the tax wedge was considered as significant for 

underpricing in Sweden, Rydqvist (1997) found that it could only explain a portion of it. As 

argued before, there is still a general underpricing prevalent when firms are taken public, 

however not as extreme as during the Internet bubble. By studying the Swedish IPO market 

and underpricing between the years 1996-2011, De Ridder and Abrahamson (2011) found that 

the average initial return was 7.68 per cent. 

 

Bearing in mind that the previous presented regulations only explained a fraction of the 

underpricing, control is also a significant factor during an IPO due to its direct effect on the 

ownership (Field and Sheehan, 2004). Moreover, Ehrhardt and Nowak (2003) argue that even 

though an IPO is the most fundamental way of raising capital and to get external investors, it 

can also lead to a significant change in how the firm is controlled and governed. Underpricing 

enables a firm going public to ration out shares due to the excessive demand, which 

ultimately will spread the ownership and the pre-IPO owner will retain control (Field and 

Sheehan, 2004; Brennan and Franks, 1997).  

 

2.3 Agency Theory 
The problem regarding separation between ownership and control was first discussed by 

Adam Smith (1776). The author discussed the possible problems and costs that could arise 

when the owner(s) of a company does not manage the company but outsource it to an external 

party. The manager may not have the same goals and visions as the owner of the enterprise 

does and a conflict of interest arises. The manager might engage the company towards 

personal interests through investments that would otherwise not have been made or extract 
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unreasonable remuneration (Jensen and Meckling, 1976). Fama and Jensen (1983) discuss 

this issue further and argue that control over the decision process is important when the 

manager or as in the case of this study, the controlling owner, does not have a majority stake 

in the residual result of the enterprise. If such control does not prevail, agency costs may 

arise. 

 

Ali et al. (2007) as well as Gilson and Gordon (2003) argue that the separation between 

ownership and management leads to far less agency costs in family firms than in non-family 

firms. Ali et al. (2007) further argue that family firms tend to have seats on the board or being 

a part of management, which serves as an automatic alignment of interests between the 

controlling owner and management. In contrast to the classical principal-agent problem, other 

agency costs occur between the controlling owner and minority shareholders, often referred to 

as a Type II agency problem (Ali et. al., 2007, Villalonga and Amit, 2006). The situation 

between the controlling and the non-controlling owners may create a system in which the 

controlling owners have more information than the non-controlling owners, creating an 

information advantage (Salehi et al., 2014). This phenomenon is referred to as adverse 

selection and lie within the Asymmetric Information Theory (Ali et. al., 2007). The Type II 

equity agency problem is clearly evident during an IPO, where family firms seek to maintain 

socioemotional wealth, further elaborated on in section Family Firms and Socioemotional 

Wealth. 

 

We have previously discussed the supply side of an IPO and the effect decisions from the pre-

IPO owner have on the underpricing of the IPO. However, the demand side as well as the 

general environment and market dynamic of the transaction may also have an effect on the 

price of an IPO. Rock (1986) proposed a model based on the assumption of asymmetric 

information between actors in the market. Within the model, the market is comprised of 

informed and uninformed investors. The IPO offerings are being rationed to the subscribers of 

these market participants. However, the informed investors only participate in the underpriced 

IPOs whilst the uninformed investors participate in both the underpriced as well as the 

overpriced. This leads to the uninformed investors receive only a fraction of the underpriced 

IPOs due to the oversubscription of the offering (Rock, 1986). In addition, the uninformed 

investors will only participate in the IPO if the shares are offered at a discount. None of the 

groups are individually able to absorb the IPO fully and the issuers are then subsequently 
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forced to sell the IPO at a discount. This relation between the two groups leads to an 

underpricing in equilibrium on the IPO market (Rock, 1986). 

 

2.4 Family Firms and Socioemotional Wealth 
As introduced in the first section Introduction, family ownership is substantial throughout the 

business world and what makes these firms particularly special is the tight bond to their firms. 

Evidently there is an incentive to maximize the IPO value for the pre-IPO shareholders. 

However, there are also non-economic factors that influence the pricing and incentives to 

underprice the share. For a family firm, the known advantages of underpricing are partly 

reputational due to the lower risk of a failed IPO and the lower risk of a lawsuit according to 

the “litigation risk hypothesis” (Leitterstorf and Rau, 2014). In addition, and maybe most 

importantly, underpricing allows family firms to mitigate non-family ownership 

concentration, which in extent makes it possible to retain control (Leitterstorf and Rau, 2014). 

Furthermore, Gomez-Meija et al. (2010) argue that family firms are more risk-averse when it 

comes to control than non-family firms due to the incentive to preserve socioemotional 

wealth. The definition of socioemotional wealth encompasses several non-financial aspects 

such as reputation, belonging and control that are of great importance to a family firm 

(Gomez-Meija et al., 2010). Therefore, these firms are more likely to sacrifice economical 

losses in order to preserve the socioemotional wealth. This highlights the special bond they 

have to their firms and why underpricing might be even more prevalent for family firms. This 

issue is closely related to the previously discussed Type II equity problem, which arises 

between majority and minority shareholders. 
 

There are several control-related incentives for not going public with regards to family firms, 

conversely, family firms still do. Leitterstorf and Rau (2014) argue that in some occasions, 

capital injections by an IPO might outweigh the non-economic socioemotional benefits. In 

addition, in some situations an IPO could be the only way to preserve the socioemotional 

wealth in the long run (Leitterstorf and Rau, 2014). Prior research regarding German IPOs 

and family firms indicate that these are characterized by a higher degree of underpricing than 

non-family firms (Leitterstorf and Rau, 2014). In general, family firms are willing to sacrifice 

about 10 per cent of their shares in order to protect socioemotional wealth (Leitterstorf and 

Rau, 2014). 
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In contrast to the previous presented results from studies regarding German IPOs, Cirillo et al. 

(2015) found that family firms have a positive relation to IPO value. However, a crucial 

aspect to be kept in mind is that Cirillo et al. (2015) definition of family firms differs from the 

previous presented studies. Instead of exclusively emphasizing control in terms of voting 

rights, they regard family firms as a combination between voting rights and involvement in 

the management. The presented contradictory views on how family ownership affects 

underpricing underline the complex nature of this phenomenon and how it might differ 

between countries. 

 

2.5 Legal Framework 
A large body of literature indicates that legal systems serve as a monitoring mechanism and 

protection for minority shareholders against controlling shareholders. For instance, founders 

and heirs ability to extract benefits on the expense of minority shareholders is dependent on 

investor protection (Anderson et al., 2009). However, this relationship does not mean that 

Type II equity problems do not appear in countries with high legal protection (Anderson et 

al., 2009). 

 

A study conducted by Engelen and van Essen (2010) on 2,920 IPOs in 20 different countries 

showed that 10 per cent of the variation in the level of underpricing is due to country 

characteristics in terms of the legal framework. In essence, the level of investor protection, 

overall quality of legal framework and level of legal enforcement have negative relations with 

underpricing (Engelen and van Essen, 2010). This is partly due to the fact that weaker legal 

institutions result in a higher uncertainty of the distribution of the wealth of the company; 

minority interests will not be protected in an adequate manner (Engelen and van Essen, 2010). 

Without the protection, the share price will be underpriced as to compensate for the 

uncertainty. Generally, common law countries have a higher degree of investor protection 

than French civil law countries, which are known to have the lowest quality of protection 

(Engelen and van Essen, 2010). Engelen and van Essen (2010) argue that Germany and the 

Scandinavian countries, including Sweden, operate in the middle segment of the investor 

protection scale. This means that the investor protection is possibly not adequate as to avoid 

underpricing. The minority shareholders in Sweden will therefore not pay the full value of the 

company because of the aforementioned uncertainty; the same concept applies for family 

firms. 
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2.6 Dual Class Shares 
The general standard is to issue one class of shares with equal voting- and cash flow rights 

attached. However, dual-class share structures are common in Europe with Swedish 

companies as the largest user of dual class shares, 66.07 per cent of all companies (Bebchuk 

et al., 2000; Faccio and Lang, 2002), which is especially interesting due to the nature of this 

study. One of the reasons behind the difference in usage is different legal structures in 

different legal environments (Bebchuk et al., 2000). The dual class structure enables the 

owners to distinguish between cash flow- and voting rights. The controlling owners of the 

company can therefore raise capital without losing control, either through IPOs or Secondary 

Equity Offerings (SEO).  

 

In the context of this study, the concept of dual class share structures is important because it 

enables the owners of a company to keep the control of the company whilst raising capital, 

thus limiting the incentives to underprice the IPO in order to retain control. A study 

conducted on the UK and German market showed that on average, initial shareholders lose 

majority control within six years after the IPO (Ehrhardt and Nowak, 2003). However, a large 

number of German firms used dual class shares, which clearly augmented the retention of 

majority control (Ehrhardt and Nowak, 2003). According to Boulton et al. (2010) firms 

characterized by a dual class structure tend to underprice less in comparison to firms in 

general, which includes single class structure. However, the authors also argue that because of 

the higher agency costs associated with a dual class structure, the market will not price the 

company as high. In contrast, Anderson et al. (2009) found no evidence that a dual class share 

structure is a value-destroying device in itself; rather, it is associated with superior 

performance. Yet, controlling owners do use dual class shares to extract firm resources at the 

expense of minority shareholders (Anderson et al., 2009). 

  

2.7 Summary and Hypotheses 
Dual class share structures give family firms an opportunity to retain control over the 

company after going public, this would lead to more family firms using the dual class share 

structure assuming the pre-IPO owners want to keep the control of the company. This leads us 

to the first hypothesis: 

H1: Family firms in Sweden use dual class share structures to a larger extent than 

non-family firms in Sweden do. 
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As conceived by the quantity of literature presented on the subject of underpricing and IPOs, 

there are factors that influence the pricing of the shares both positively and negatively. There 

are theories suggesting socioemotional wealth of individuals in family firms leads to 

underpricing. For instance, Leitterstorf and Rau (2014) found that family firms in general 

underprice more than non-family firms to preserve the socioemotional wealth. More 

specifically, on average a family firm is willing to sacrifice 10 per cent of their shares value to 

preserve it. Therefore, our second hypothesis is: 

H2: Family firms in Sweden with single class shares experience a higher initial return 

than non-family firms with single class shares. 

 

Studies regarding family control and IPO underpricing have also shown positive effects on 

the IPO price (Cirillo, 2015). However, the two studies from Leitterstorf and Rau (2014) and 

Cirillo (2015) were conducted in countries with different legal frameworks, which could 

explain a part of the difference in result. Sweden has a legal framework, which differs from 

the two studies as well as a higher degree of dual class shares structure usage than countries 

on average. The prevalence of dual class share structures could lead to a neutralization of the 

underpricing of shares. As discussed in section 2.6 Dual class shares, this structure gives the 

pre-IPO owners an opportunity to retain the control of the company when going public, which 

would lower the incentives for underpricing the share. This leads to the third hypothesis: 

H3: Family firms in Sweden that use dual class share structures do not experience the 

same level of initial return as family firms in Sweden with single class shares. 

 

3. Methodology 

3.1 Data 
In order to test our stated hypotheses, the data that has been collected include all IPOs on 

NASDAQ Stockholm OMXS, First North Premier and First North Stockholm. These stock 

exchanges were chosen because of their size, stock liquidity and available information. The 

sample on OMXS consists of IPOs between years 2000-2015, whilst the First North sample is 

between years 2004-2015. The underlying reason for collecting from year 2004 on First North 

is due to the availability of data from the NASDAQ stock exchange. Data regarding the IPOs 

from 2010 to 2015 have been hand-collected by us whilst the IPOs between 2000 and 2009 

were distributed to us by Martin Abrahamson, PhD student at Uppsala University. However, 

the data regarding market capitalization, share class structure and ownership structure were 
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completely collected by us for years 2000-2015.  

 

Data regarding all the IPOs was collected by using the available information on NASDAQ’s 

official website. More specifically, we focused on the changes to the lists and exclusively the 

IPOs. Therefore, firms transferring from alternative lists to OMXS or First North were 

excluded. After excluding all firms transferring from one list to another, the total number of 

observations added up to 234. Three of these observations concerned foreign firms and were 

excluded due to this study’s focus on Swedish firms. Furthermore, 13 listings with no related 

offer of shares were excluded. In order to collect information of every IPO and the relating 

offer, the general procedure was to control the prospectuses. An additional 53 observations 

were excluded at this stage, as the prospectuses were unable to be obtained. The total sample 

after these exclusions included 165 observations (see Table 1) grouped into 60 IPOs on 

OMXS, 12 on First North Premier and 93 on First North.   

 

The terms of the offer, number of shares in the offer, share class structure, founding year, 

offer type (existing shares or new issuances), outstanding shares and ownership structure have 

been collected from the prospectuses. In addition, market capitalization, leverage and first day 

turnover (volume of shares) were collected from Reuters database DataStream. The 

ownership structure and the categorization of family firms versus non-family firms were 

conducted by investigating the ownership structure section of the prospectuses. This section 

included specific information regarding owners with at least five per cent ownership.  

 

After conducting the necessary eliminations of observations, DataStream was used to obtain 

the initial return of all the 165 firms in the final sample. These firms were then classified to as 

either family firms or non-family firms using the definition of 25 per cent voting rights. 
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TABLE	  1	  -‐	  SAMPLE	  
Exclusion	  criteria	   Exclusion	   Observations	  

All	  IPOs	  main	  listings	  and	  First	  North	  
	  

234	  

Listings	  with	  no	  related	  offer	   13	   221	  
Foreign	  firms	   3	   218	  
Unable	  to	  obtain	  prospectus	   53	   165	  

Final	  sample	   	  	   165	  
This table reports on the sample and exclusion criteria conducted. The column Exclusion criteria refers to the 
reasons to exclude observations. The column Exclusion is the number of observations excluded due to specific 
criteria. Observations reports on total sample sizes after specific exclusions, ultimately leading to the final 
sample size. The criterion All IPOs main listings and First North refers to the sample after adjusting for firms 
transferring from alternative lists. The row Listings with no related offer is the observations that only became 
listed but had no offer of shares related to the IPO. The row Foreign firms refers to non-Swedish firms. Unable 
to obtain prospectus is all observations excluded due to the lack of availability of the prospectuses.  
 

3.2 Limitations 
In this study, the geographical focus is on Sweden and the lists: OMX main lists, First North 

Stockholm and First North Premier. Therefore, we do not consider other Swedish markets 

such as Aktietorget.  

 

Since we used the prospectuses of IPOs as the information source for ownership structure and 

the classification of family firms and non-family firms, complex cross-holdings have not been 

considered. Note that there is a risk of classifying a firm incorrectly due to this limitation. 

However, most of the prospectuses investigated had substantial information regarding 

ownership structure. Therefore, the classification issue is considered insignificant for the 

result of the study. 
 

3.3 Variables 

3.3.1 Dependent Variables 
As the focus of this study is on underpricing of IPOs, the dependent variable is initial return 

and more specifically underpricing. The general definition of IPO underpricing is the return 

on the first day of trading (Cirillo et al., 2015; Leitterstorf and Rau, 2014). As this definition 

is widely used and similar studies apply it, we used it in this study. We used this dependent 

variable in H2 and H3. The initial return was calculated as follows: 
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                                                                  IR  =   P1-‐P0P0     (1) 

Where, 

P0 is the offer price 

P1 is the closing price the trading day 

In order to test H1, we conducted a logistic regression and used the dependent variable Share 

structure DUAL_C, which we elaborate on further in section 3.4 Regressions Models. 

3.3.2 Independent Variables 
 
This study’s definition of family firms is similar to the European commission and equal to 

Leitterstorf and Rau’s (2014) definition, which is 25 per cent of voting rights. It is also similar 

to the definition of 30 per cent voting rights that Cirillo et al. (2015) used. In this study, firms 

fulfilling the 25 per cent threshold were assigned the value 1, whilst firms that did not meet 

the criterion were assigned the value 0. The variable was named FAM_25. 

 

The setting in Sweden characterized by a high degree of dual class share structures is another 

variable to further investigate and was used as an independent variable. According to Boulton 

et al. (2010) and as presented in the section Literature Review, firms using dual class share 

structures tend to underprice less than firms in general. In line with Ehrhardt and Nowak 

(2003), we used share structure in terms of dual class versus single class as an independent 

variable, named DUAL_C. Therefore, firms with dual class share structures post IPO were 

assigned the value 1 and firms with single class shares were assigned the value 0. 
 

In line with Leitterstorf and Rau (2014) and Cirillo et al. (2015) we controlled for firm size in 

terms of market capitalization. More specifically the natural logarithm of market 

capitalization the first day of trading was used. According to Beatty and Ritter (1986) market 

information tends to be more available for large firms compared to smaller firms, which could 

reduce underpricing. Conversely, larger issues are harder to market and could therefore 

increase underpricing (Baron, 1982). Accordingly, market size is an important factor to 

include when considering IPO underpricing. The name of the variable is LN_MCAP and was 

calculated as follows: 

  𝐿𝑁_𝑀𝐶𝐴𝑃   =   𝑙𝑛(𝑀𝐶𝐴𝑃)    (2) 
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In order to control for shares that are illiquid, we used first day turnover (volume) divided by 

outstanding shares as a control variable. This approach is in line with a study conducted by 

Abrahamson and De Ridder (2015) who investigated underpricing on the Swedish IPO 

market. The name of the variable is TURNOVER and the share turnover was calculated as 

follows: 

          𝑇𝑈𝑅𝑁𝑂𝑉𝐸𝑅 =
𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟

𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠    (3) 

Another variable that was controlled for is the offer (number of shares) divided by total 

outstanding shares. The underlying reason for controlling for this was to get a perception of 

how influencing the offer was, which is in line with the previously mentioned study 

conducted by Abrahamson and De Ridder (2015). This variable was given the name 

OFFER_SIZE and was calculated as follows: 

                  𝑂𝐹𝐹𝐸𝑅_𝑆𝐼𝑍𝐸 =    𝑂𝑓𝑓𝑒𝑟
𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠       (4) 

Align with Cirillo et al. (2015) we used firm age as an independent variable, which is defined 

by the difference between the founding year and the IPO year and the name of the variable in 

this study is LN_AGE. In general, young firms tend to experience a higher degree of 

underpricing than older firms (Loughran and Ritter, 2004). In order to make this variable 

more manageable when used in the regression, we used the natural logarithm of the age of the 

company. This variable was calculated as follows: 

                      𝐿𝑁_𝐴𝐺𝐸 =   𝑙𝑛(𝐼𝑃𝑂  𝑦𝑒𝑎𝑟 − 𝐹𝑜𝑢𝑛𝑑𝑖𝑛𝑔  𝑦𝑒𝑎𝑟)                (5) 

We used OFFER_TYPE as a dummy control variable to control the type of shares sold in 

relation to the IPO. Therefore we could distinguish between IPOs where existing shareholders 

sell shares and where new shares are issued. This is also in accordance with Cirillo et al.’s 

(2015) study on the Italian IPO market. The companies that issue new shares were assigned 

the value 1 and those that only sold existing shares were assigned the value 0. 

 

Leverage was calculated as following: (Long term debt + Short term debt & Current Portion 

of Long term debt) / (Total capital + Short term debt & Current portion of Long term 

debt)*100 and the name in this study is LEV. Emphasizing this variable is in line with the 

methodology of Cirillo et al. (2015), however their definition differs from the definition we 

used in this study. Observe that definitions of leverage vary significantly in studies regarding 
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underpricing and we used the most commonly used in DataStream. Leverage was calculated 

as follows:  

                                      𝐿𝐸𝑉 = 𝐿𝑡𝑑+𝑆𝑡𝑑  &  𝐶𝑃.𝐿𝑡𝑑
𝑇𝐶+𝑆𝑡𝑑  &  𝐶𝑃.𝐿𝑡𝑑 ∗100      (6) 

In H2, we used a variable that is a combination of DUAL_C and FAM_25. We only wanted to 

investigate the IPOs where the owners were family firms with single class share structures 

and the IPOs where the owners were non-family firms with single class share structures. We 

named this dummy variable FAM_SINGLE, where family firms with single class share 

structures were assigned the value 1 and non-family firms with single class share structures 

were assigned the value 0. Likewise, a similar dummy variable was created for H3, where we 

only investigated IPOs where the companies were family firms with dual class share 

structures and the IPOs where the companies were family firms with single class share 

structures. This dummy variable was named FAM_DUAL, where family firms with a dual 

class share structure were assigned the value 1 and family firms with single class share 

structures were assigned the value 0.  

 

3.4 Regression Models 
The initial employed linear regression was an Ordinary Least Squares (OLS) model with the 

entire sample of 165 observations. Initial return was used as the dependent variable, whilst the 

independent variables consisted of family ownership, share structure, market capitalization, 

leverage, firm age, shares offered and the first day turnover. In order to test the mean of our 

dependent variable (IR) we conducted a one-sample T-test to test if our mean was 

significantly separated from 0, which was compared to similar studies regarding underpricing. 

Observe that these tests were mainly conducted to serve as a base for our main three 

hypotheses H1, H2 and H3. The initial model reads as:  

 

Initial Return (IR) = β0 + β1FAM_25 + β2DUAL_C + β3LN_MCAP + β4TURNOVER + 

β5OFFER_SIZE  + β6LN_AGE + β7OFFER_TYPE  + β8LEV                    (7) 

 

In order to test our first hypothesis H1, (Family firms in Sweden use dual class share 

structures to a larger extent than non-family firms in Sweden do), we conducted a logistic 

regression instead of a linear regression. A logistic regression served the purpose for this 

hypothesis because our dependent variable was a categorical variable and not a continuous 
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variable as was the case for H2 and H3. Therefore, this test focused on the categorical groups 

DUAL_C as the dependent variable, FAM_25 as the test/independent variable and the 

remaining independent variables market capitalization, leverage, firm age, first day turnover 

and shares offered. In this test the total 165 observations were used. 

 

By conducting linear regression, we tested the hypotheses H2 and H3. This method of 

analyzing is consistent with prior studies by Cirillo et al. (2015) as well as Leitterstorf and 

Rau (2014) and is the most commonly used approach when studying underpricing. The 

dependent variable for this model was initial return and independent variables consisted of 

family ownership, share structure, market capitalization, leverage, firm age, first day turnover 

and shares offered. As H2 exclusively compared observations characterized by single class 

shares, only 128 of the total 165 observations were included in the regression. Furthermore, 

H3 concerned family firms exclusively and therefore only included 64 of the total 165 

observations. 

 

We winsorized at the 97th percentile and in total 5 observations were adjusted for, since these 

were extreme outliers. According to Hawkins (1980), trimming the sample data is preferable 

when some observations are believed to be erroneous. If this method is conducted, 

observations are completely removed and the final sample size becomes smaller. However, as 

we considered our sample’s outliers as extreme rather than erroneous, we used winsorization 

to standardize these. This method is preferable when outliers are considered extreme values 

yet not erroneous and it does not reduce the sample size (Hawkins, 1980). By winsorizing, 

observations from the tails of the normal distribution are moved to the corresponding 

percentile.    
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4. Results 

4.1 Initial Results and Descriptives 
 

TABLE	  2	  -‐	  DESCRIPTIVE	  STATISTICS	  

Variable	  

N	   Mean	   Minimum	   Maximum	  
Std.	  

Deviation	   Skewness	   Kurtosis	  

Statistic	   Statistic	   Statistic	   Statistic	   Statistic	   Statistic	  
Std.	  
Error	   Statistic	  

Std.	  
Error	  

IR	   165	   0.0384**	   -‐0.59	   0.78	   0.23411	   1.100	   0.189	   2.985	   0.376	  
OFFER_SIZE	   165	   0.3188	   0.00	   0.99	   0.19107	   0.759	   0.189	   0.545	   0.376	  
LN_MCAP	   165	   20.1047	   16.23	   25.70	   1.94246	   0.230	   0.189	   -‐0.855	   0.376	  
TURNOVER	   165	   0.0533	   0.00	   0.30	   0.06240	   1.806	   0.189	   3.614	   0.376	  
LN_AGE	   165	   2.28	   0	   5	   0.915	   0.081	   0.189	   0.619	   0.376	  
LEV	   165	   0.2388	   0.00	   0.96	   0.24985	   0.692	   0.189	   -‐0.700	   0.376	  
Valid	  N	   165	   	  	   	  	   	  	   	  	   	  	   	  	   	  	   	  	  

This table reports on the descriptive statistics of the whole sample including 165 IPO firms, which is presented 
in the column N. It is based on the IPOs on the Stockholm stock exchange OMXS, First North and First North 
Premier between years 2000 to 2015. Other sample characteristics as mean, minimum, maximum and standard 
deviations are also presented. Finally, the table includes sample statistics as Skewness and Kurtosis as well as 
their standard deviations respectively. IR is the initial return the first day of trading and is calculated by dividing 
first day price increase/decrease by the issue price. OFFER_SIZE is the relative volume of shares offered, 
calculated by dividing volume of shares offered with total outstanding shares. LN_MCAP is the natural 
logarithm of the market capitalization the year the firm went public. TURNOVER represents relative turnover of 
shares, calculated by dividing volume of shares traded the first day of trading with total outstanding shares. 
LN_AGE is the firm age and is calculated by subtracting the IPO year with the founding year. LEV is financial 
leverage and is calculated by as the ratio of long-term debt + short-term debt to long-term debt + short-term debt 
+ total capital. 
 
 

TABLE	  3	  –	  IR,	  ONE	  SAMPLE	  T-‐TEST	  

Test	  Value	  =	  0	   t	   df	   Sig.	  (2-‐tailed)	  

IR	   2.1060**	   164.0000	   .0370	  

This reports on the mean initial return (3.84 per cent) on the total sample. This test indicates whether the mean of 
the dependent variable (IR) is separated from 0. The column t represents the t-statistic, df the degrees of freedom 
and Sig. the significance. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
 
As presented in Table 2, the mean for the IR on OMXS and the First North lists is 3.84 per 

cent, in other words underpricing, and a standard deviation of 0.234. These results are 

statistically significant as presented in Table 3. The presented statistics also show means 

regarding offer size, turnover and leverage of 0.3188, 0.0533 and 0.2388 respectively. The 

natural logarithms of market capitalization and age have means of 20.1047 and 2.28 

respectively. Indicated by Table 2, IR and TURNOVER is skewed to the right. The Skewness 

of IR can be explained by the outliers in the sample and can be visualized in the normal 

distribution graph (Appendix 6.5). The dependent variable IR has a Kurtosis as can be seen in 

the normal distribution graph (Appendix 6.5) and read in Table 2. The skewness and kurtosis 
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of our sample may influence the validity of our results and the possibility to generalize our 

results. 

 

Similar to studies by Cirillo et al. (2015) and Leitterstorf and Rau (2014) our results show an 

average IR on IPOs of 3.84 per cent when looking at the first day of trading as presented in 

Table 2, which is statistically significant at the 5 per cent level seen in Table 3. The result that 

IPOs are underpriced on average is in line with previous studies. However, the average 

underpricing is lower than the studies by Leitterstorf and Rau (2014), Filatotchev and Bishop 

(2002) and Arthurs et al. (2008) indicating that the Swedish IPO market is less underpriced 

than the German-, UK- and United States markets. However, the latter two studies used data 

from years earlier than this study’s scope, which could have an impact. Abrahamson and De 

Ridder’s (2015) study concerning the Swedish IPO market between the years 1996-2011 

showed average initial returns of 7.68 per cent. Important to note is however that our study 

covers the years 2000-2015 and we were unable to obtain some prospectuses, which could 

influence the final results. Moreover, we winsorized outliers at the top level which also 

lowered the initial return. As presented in the section Literature Review, multiple factors 

influence the initial return both positively and negatively. However, according to Rock 

(1986), the underpricing phenomenon partly occurs due to asymmetric information between 

investors and the equilibrium IPO-price is underpriced. In addition, Engelen and van Essen 

(2010) argue that variations in underpricing between countries are due to country specific 

legal frameworks. This could explain why studies conducted in different countries experience 

underpricing, however to varying extent.    

 

 

 

 

 

 

 

 

 

 

 



20	  

TABLE	  4	  -‐	  SAMPLE	  CHARACTERISTICS	  

IPOs	  
Panel	  A:	  Year	   Frequency	   Percent	   Cumulative	  Percent	  

2000	   3	   1.8	   1.8	  
2001	   2	   1.2	   3.0	  
2002	   2	   1.2	   4.2	  
2004	   3	   1.8	   6.1	  
2005	   2	   1.2	   7.3	  
2006	   15	   9.1	   16.4	  
2007	   22	   13.3	   29.7	  
2008	   6	   3.6	   33.3	  
2010	   6	   3.6	   37.0	  
2011	   8	   4.8	   41.8	  
2012	   2	   1.2	   43.0	  
2013	   7	   4.2	   47.3	  
2014	   35	   21.2	   68.5	  
2015	   52	   31.5	   100.0	  
Total	   165	   100.0	   	  

FIRM	  TYPE	  
Panel	  B	   Frequency	   Percent	   Cumulative	  Percent	  

Non	  Family	  Firm	   101	   61.2	   61.2	  
Family	  Firm	   64	   38.8	   100.0	  
Total	   165	   100.0	   	  	  

SHARE	  STRUCTURE	  
Panel	  C	   Frequency	   Percent	   Cumulative	  Percent	  

Single	  Class	   128	   77.6	   77.6	  
Dual	  Class	   37	   22.4	   100.0	  
Total	   165	   100.0	   	  	  

This table presents the sample characteristics of all 165 IPOs. Panel A reports on the distribution of IPOs on the 
Stockholm stock exchange OMXS, First North and First North premier ranging from year 2000 to 2015. Panel B 
reports on the sample’s distribution of family firms and non-family firms using the whole sample of 165 IPOs. 
The definition used for family firms was 25 per cent of voting rights. Panel C reports on what kind of share 
structure the IPO-firms used, which could be single class with the same voting- and cash flow rights alternative 
dual class with varying voting- and cash flow rights. All the panels report on the frequency of IPOs, percentage 
of the whole sample and cumulative percentage of the sample. 
 
Additional descriptives of our final sample is presented in Table 4, which indicates that the 

number of IPOs varies substantially over the years 2000 to 2015. For instance, an increase of 

IPOs in the years 2006 and 2007 is evident, prior to the financial crisis of year 2008. 

Important to note is that our sample concerning the First North-lists ranges from 2004 to 

2015, which influences the number of IPOs. A considerable number of IPOs took place in 

2014 and 2015 with 35 and 52 IPOs respectively. These years accounted for 21.2 per cent and 

31.5 per cent of our total sample consisting of 165 IPOs. By using the threshold of 25 per cent 

voting rights, the total sample consisted of 64 family firms and 101 non-family firms. By 

considering what Faccio and Lang (2002) argued of Sweden having 47 per cent family firms 
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using a threshold of 20 per cent control, our results seem low. However, their results regarded 

firms in general and not IPO firms, which could have an influence. In addition, there is a 

possibility that the majority of family firms are private firms. Lastly, as presented in Table 4 

Panel C, 128 of the firms had single class share structures, whilst 37 firms used dual class 

share structures. This result differs from Faccio and Lang (2002), who found that 66.07 per 

cent of Swedish firms used dual class shares. Observe, that we exclusively focus on IPOs and 

not firms in general. Additionally, our timespan ranges from year 2000 to 2015, which could 

explain the differences. 
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TABLE	  5	  -‐	  PEARSON	  CORRELATION	  MATRIX	  
Variable	   1	   2	   3	   4	   5	   6	   7	   8	   9	  

IR	  (1)	   1.0000	   	   	   	   	   	   	   	   	  
FAM_25	  (2)	   0.0072	  

(0.9270)	  
1.0000	  
	  

	   	   	   	   	   	   	  

DUAL_C	  (3)	   -‐0.0921	  
(0.2392)	  

0.2877	  
(0.0002)***	  

1.0000	  
	  

	   	   	   	   	   	  

OFFER_TYPE	  (4)	   -‐0.1170	  
(0.1345)	  

0.0008	  
(0.9921)	  

-‐0.1878	  
(0.0157)**	  

1.0000	   	   	   	   	   	  

OFFER_SIZE	  (5)	   0.0553	  
(0.4808)	  

-‐0.2244	  
(0.0038)***	  

-‐0.1954	  
(0.0119)**	  

-‐0.1166	  
(0.1357)	  

1.0000	   	   	   	   	  

LN_MCAP	  (6)	   0.2034	  
(0.0088)***	  

-‐0.0459	  
(0.5581)	  

0.1070	  
(0.1713)	  

-‐0.3184	  
(0.0000)***	  

0.2004	  
(0.0098)***	  

1.0000	   	   	   	  

TURNOVER	  (7)	   0.1880	  
(0.0156)**	  

-‐0.1258	  
(0.1073)	  

-‐0.1823	  
(0.0191)**	  

-‐0.0907	  
(0.2467)	  

0.5614	  
(0.0000)***	  

0.2883	  
(0.0002)***	  

1.0000	   	   	  

LN_AGE	  (8)	   0.0665	  
(0.3963)	  

0.0873	  
(0.2647)	  

0.0214	  
(0.7851)	  

-‐0.2183	  
(0.0049)***	  

0.1183	  
(0.1301)	  

0.2685	  
(0.0005)***	  

0.0679	  
(0.3862)	  

1.0000	   	  

LEV	  (9)	   -‐0.0016	  
(0.9842)	  

-‐0.0241	  
(0.7591)	  

0.0650	  
(0.4071)	  

-‐0.2407	  
(0.0018)***	  

0.2342	  
(0.0025)***	  

0.3963	  
(0.0000)***	  

0.2504	  
(0.0012)***	  

0.2260	  
(0.0035)***	  

1.0000	  

This table is a Pearson correlation table and reports on correlations between the dependent variable IR (initial return) and the independent variables as well as control 
variables. It is based on the whole sample of 165 observations. The numbers without brackets refer to the coefficients whilst the numbers in brackets are significances. 
FAM_25 is based on the definition family control of at least 25 per cent of voting rights in the firm and is a categorical variable. DUAL_C represents whether a firm uses a 
dual class share structure and is a categorical variable. OFFER_TYPE is also of categorical character and determines if the offer related to the IPO is existing shares or newly 
issued shares. OFFER_SIZE is the relative volume of shares offered, calculated by dividing volume of shares offered with total outstanding shares. LN_MCAP is the natural 
logarithm of the market capitalization the year the firm went public. TURNOVER represents relative turnover of shares, calculated by dividing volume of shares traded the 
first day of trading with total outstanding shares. LN_AGE is the firm age and is calculated by subtracting the IPO year with the founding year. LEV is financial leverage and 
is calculated as the ratio of long-term debt + short-term debt to long-term debt + short-term debt + total capital.  
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
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In Table 5 the correlations between all the variables used in the initial model are presented. 

Important to note is that this is based on our whole model and is therefore meant to serve as a 

base for the main hypotheses. As presented in Table 5, market capitalization and turnover are 

positively correlated with the dependent variable initial return. These two variables are 

significant on the 1 per cent and 5 per cent respectively. Furthermore, a dual class share 

structure is positively correlated with family control on the 1 per cent significance level. 

 
TABLE	  6	  -‐	  INITIAL	  RETURN	  

Variable	   B	  
	  Intercept	   -‐0.3709*	   	  

	   (-‐1.6660)	   	  
FAM_25	   0.0511	   	  
	   (0.6255)	   	  
DUAL_C	   -‐0.1212	   	  
	   (-‐1.4480)	   	  
OFFER_TYPE	   -‐0.0966	   	  
	   (-‐1.1608)	   	  
OFFER_SIZE	   -‐0.0837	   	  
	   (-‐0.8781)	   	  
LN_MCAP	   0.1965**	   	  
	   (2.1921)	   	  
TURNOVER	   0.1838*	   	  
	   (1.9200)	   	  
LN_AGE	   0.0161	   	  
	   (0.1980)	   	  
LEV	   -‐0.1236	   	  
	   (-‐1.4392)	   	  
R2  adjusted	   0.0480	  

	  F-‐value	   2.0230**	   	  	  
This table is based on the whole sample of 165 IPO firms on the Stockholm stock exchange OMXS, First North 
and First North Premier between years 2000 to 2015. Standardized coefficients and standard deviations are 
presented, which are normalized results. t-statistics are presented in brackets under the coefficients. The 
dependent variable is IR, which is the initial return the first day of trading and is calculated by dividing first day 
price increase/decrease by the issue price. FAM_25 is based on the definition family control of at least 25 per 
cent of voting rights in the firm and is a categorical variable. DUAL_C represents whether a firm uses a dual 
class share structure and is a categorical variable. OFFER_TYPE is also of categorical character and determines 
if the offer related to the IPO is existing shares or newly issued shares. OFFER_SIZE is the relative volume of 
shares offered, calculated by dividing volume of shares offered with total outstanding shares. LN_MCAP is the 
natural logarithm of the market capitalization the year the firm went public. TURNOVER represents relative 
turnover of shares, calculated by dividing volume of shares traded the first day of trading with total outstanding 
shares. LN_AGE is the firm age and is calculated by subtracting the IPO year with the founding year. LEV is 
financial leverage and is calculated by as the ratio of long-term debt + short-term debt to long-term debt + short-
term debt + total capital. Lastly, R2 adjusted and F-value are presented. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
 



24	  

Our results regarding our initial model in Table 6 show that family control (FAM_25) has a, 

however not significant, positive relation to initial return. Market capitalization of the 

company has a positive significant relation with the IR. This contrasts Beatty and Ritter’s 

(1986) finding that market information tends to be more available regarding large firms, 

which reduces underpricing. Conversely to the results of Loughran and Ritter (2004), we 

found no evidence of age of the company having any significant impact on the initial return of 

the share. The dummy variable regarding dual class share structures, although not statistically 

significant, show a negative relation, which indicates that investors either have a 

disfavourable view towards companies with a dual class share structure or that these shares 

are more accurately priced in the IPO. This could be due to the limited control that is a result 

of separating between ownership and control. Regarding leverage our results show a negative 

relationship to initial return. Important to note is that this variable is not statistically 

significant. The turnover of the share the first day on the secondary market has a positive 

influence on the initial return, indicating that the more a share is traded the first day, the 

higher the initial return. This variable is statistically significant. Issuing new shares in relation 

to the IPO has a negative influence on the initial return of the share, which is surprising due to 

the risk of losing control when issuing new shares. However, whether newly issued shares are 

within a single class share structure or a dual class share structure would most likely influence 

this.  
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4.2 Results and Analysis H1 
TABLE	  7	  -‐	  H1,	  LOGISTIC	  REGRESSION	  

Variable	   B	   	  

Intercept	   -‐3.3480	   	  
	   (1.6169)	   	  
FAM_25	   1.3501***	   	  
	   (9.7757)	   	  
OFFER_TYPE	   -‐1.1305**	   	  
	   (4.3802)	   	  
OFFER_SIZE	   -‐0.7507	   	  
	   (0.2618)	   	  
LN_MCAP	   0.1615	   	  
	   (1.7083)	   	  
TURNOVER	   -‐11.0311*	   	  
	   (3.1982)	   	  
LN_AGE	   -‐0.1515	   	  
	   (0.3845)	   	  
LEV	   0.5828	   	  

	  
(0.4168)	   	  

Cox	  &	  Snell	  R2	   0.1620	   	  
Nagelkerke	  R2	   0.2470	   	  
Hosmer	  &	  Lemeshow	  Test	   15.4700*	   	  	  

This table is based on the whole sample of 165 IPO firms on the Stockholm stock exchange OMXS, First North 
and First North Premier between years 2000 to 2015. The table includes coefficients (B) and chi-square test 
(Wald) in brackets under the coefficients.. The dependent variable is DUAL_C and represents whether a firm use 
a single class or dual class share structure. FAM_25 is based on the definition family control of at least 25 per 
cent of voting rights in the firm and is a categorical variable. OFFER_TYPE is also of categorical character and 
determines if the offer related to the IPO is existing shares or newly issued shares. OFFER_SIZE is the relative 
volume of shares offered, calculated by dividing volume of shares offered with total outstanding shares. 
LN_MCAP is the natural logarithm of the market capitalization the year the firm went public. TURNOVER 
represents relative turnover of shares, calculated by dividing volume of shares traded the first day of trading with 
total outstanding shares. LN_AGE is the firm age and is calculated by subtracting the IPO year with the 
founding year. LEV is financial leverage and is calculated as the ratio of long-term debt + short-term debt to 
long-term debt + short-term debt + total capital. In addition, Cox & Snell R2, Nagelkerke R2 and Hosmer & 
Lemeshow chi-square test are presented. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
 

The results for our first hypothesis are presented in Table 7 and reveal a positive significant 

relation between family firms and usage of dual class share structures as indicated by the 

independent variable FAM_25. This indicates that family firms in Sweden to a larger extent 

use dual class share structures than non-family firms do when going public. As discussed in 

the section Literature Review, this result could be explained by the opportunity to retain 

control of the company due to the separation of ownership and control. For instance, Ehrhardt 

and Nowak (2003) found that firms use dual class shares to augment the retention of control 

for family firms. Additionally, controlling owners apply this strategy to extract resources 

from the firm on the expense of minority shareholders (Anderson et al., 2009). Studies have 
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shown that family firms tend to be more willing to underprice the IPO in order to preserve 

socioemotional wealth (Leitterstorf and Rau, 2014). However, the possibility to use dual class 

share structures and thus separating ownership and control may serve as a substitute to 

underpricing the IPO and as a consequence not “leaving money on the table”. By using a dual 

class share structure, the owners of the company, which in our case are the families, are able 

to retain control of the company, thus also retaining socioemotional wealth, whilst raising 

capital. 

 

OFFER_TYPE has a significant negative influence with dual class share structures, indicating 

that if the company issues new shares related to the IPO, the company is less likely to use a 

dual class share structure. The turnover on the first day of trading has a significant negative 

influence on the dual class share structure, indicating that companies that are using the dual 

class share structure could be less attractive to investors. As previously discussed, the 

possibility to retain control through a dual class share structure could have an influence on the 

turnover of the share. Moreover, as Masulis et al. (2009) argued, the possible entrenchment 

effect of management or the majority owner that comes with dual class share structures may 

lead to agency costs, which could serve as an explanation to the buying patterns of investors 

in this case.  

 

LN_MCAP enters the equation with a positive sign, indicating that the market capitalization 

could have a positive influence on the decision to use dual class share structures. However, 

this is not statistically significant. LEV has a positive influence on the decision to use dual 

class share structures, indicating that companies with higher leverage are more likely to use 

dual class share structures than those with lower leverage. However, this variable is not 

significant. The variable LN_AGE has a negative influence on the decision to use dual class 

share structure implying that the older the company is, the more likely it is to use a single 

class share structure, albeit not significant. The result for the variable OFFER_SIZE suggests 

that if a company employ a dual class share structure, the company is less likely to offer a 

larger portion of the shares to the public, this variable is however not significant.  
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 4.3 Results and Analysis H2 
TABLE	  8	  –	  H2,	  LINEAR	  REGRESSION	  

Variable	   B	   	  
Intercept	   -‐0.3063	   	  
	   (-‐1.1013)	   	  
FAM_SINGLE	   0.0094	   	  
	   (0.1028)	   	  
OFFER_TYPE	   -‐0.0919	   	  
	   (-‐0.9495)	   	  
OFFER_SIZE	   -‐0.1156	   	  
	   (-‐1.0463)	   	  
LN_MCAP	   0.1638	   	  
	   (1.5529)	   	  
TURNOVER	   0.1982*	   	  
	   (1.8496)	   	  
LN_AGE	   0.0253	   	  
	   (0.2612)	   	  
LEV	   -‐0.1434	   	  
	   (-‐1.4333)	   	  

R2	  adjusted	   0.0170	  
	  F-‐value	   1.3190	   	  	  

This table is based on 128 IPO firms with single class share structures on the Stockholm stock exchange OMXS, 
First North and First North Premier between years 2000 to 2015. Standardized coefficients are presented, which 
are normalized results. T-statistics are presented in brackets under the coefficients. The dependent variable is IR, 
which is the initial return the first day of trading and is calculated by dividing first day price increase/decrease by 
the issue price. FAM_SINGLE is a categorical variable and represents whether the IPO firm with a single class 
share structure meets the threshold of 25 per cent voting rights held by a family. OFFER_TYPE is of categorical 
character and determines if the offer related to the IPO is existing shares or newly issued shares. OFFER_SIZE 
is the relative volume of shares offered, calculated by dividing volume of shares offered with total outstanding 
shares. LN_MCAP is the natural logarithm of the market capitalization the year the firm went public. 
TURNOVER represents relative turnover of shares, calculated by dividing volume of shares traded the first day 
of trading with total outstanding shares. LN_AGE is the firm age and is calculated by subtracting the IPO year 
with the founding year. LEV is financial leverage and is calculated by as the ratio of long-term debt + short-term 
debt to long-term debt + short-term debt + total capital. Lastly, R2 adjusted and F-value are presented. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
 

The results related to our second hypothesis in Table 8 reveal that there is a weak positive 

relationship between the variable IR and FAM_SINGLE. This result is in line with the results 

of Leitterstorf and Rau (2014), that family firms to a larger extent underprice IPOs to preserve 

socioemotional wealth. However, our result is not significant. Subsequently, we find no 

evidence that family firms in Sweden are underpriced to a larger extent than non-family firms 

with a single class share structure are. Leitterstorf and Rau (2014) found evidence to support 

that family firms underprice the IPO in order to retain socioemotional wealth. According to 

our results, it is not evident that family firms would be more risk-averse regarding losing 

control than non-family firms when going public. Observe that this result only applies to 
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single class firms and not to firms using dual class share structures. However, we do not find 

evidence to support that hypothesis in the Swedish market as indicated by the significance 

level. Cirillo et al.’s (2015) finding that family control is positively related to IPO value is 

therefore more align with our results. One possible explanation to the above results is that the 

owners of companies that are interested in retaining control turn to accomplishing this 

through a dual class share structure rather than underpricing the share. Furthermore, Sweden 

is a country where the usage of dual class share structures is the most common and this fact 

could be a further explanation to why we do not see a difference in pricing (Bebchuk et al., 

2000; Faccio and Lang, 2002). 

 

TURNOVER has a significant positive impact on the initial return of the company. This 

indicates that higher turnover of shares on the first day of trading leads to a higher initial 

return on the share. In other terms, higher liquidity leads to higher initial return. LN_MCAP 

enters the equation with a slightly positive figure in regards to the initial return. If large firms 

also sell large issues of shares in relation to the IPO, this could partly be explained by the fact 

that larger issues are harder to market, which could increase underpricing (Baron, 1982). This 

result could also point to a contrast on the Swedish market to what Beatty and Ritter (1986) 

discusses regarding investors being subject to less information asymmetry with large firms 

and therefore leads to less initial returns. However, this variable is not significant. The 

OFFER_SIZE has a negative relation to the initial return, which indicates that a smaller offer 

size leads to a higher initial return, albeit a non-significant relation. Leverage has a negative 

influence on the initial return of the share, as shown by the variable LEV. OFFER_TYPE 

indicates that companies issuing shares related to the IPOs have a slightly negative effect on 

initial return, thus showing no signs of underpricing. However, this variable is not significant. 
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4.4 Results and Analysis H3 
TABLE	  9	  -‐	  H3,	  LINEAR	  REGRESSION	  

Variable	   B	   	  
Intercept	   -‐0.6969**	   	  
	   (-‐2.0816)	   	  
FAM_DUAL	   -‐0.1122	   	  
	   (-‐0.8342)	   	  
OFFER_TYPE	   0.0346	   	  
	   (0.2447)	   	  
OFFER_SIZE	   -‐0.1688	   	  
	   (-‐0.9828)	   	  
LN_MCAP	   0.3775**	   	  
	   (2.4330)	   	  
TURNOVER	   0.0987	   	  
	   (0.5656)	   	  
LN_AGE	   0.0533	   	  
	   (0.4039)	   	  
LEV	   -‐0.1740	   	  
	   (-‐1.2866)	   	  

R2	  adjusted	   0.0310	  
	  F-‐value	   1.2870	   	  	  

This table is based on 64 IPO family firms on the Stockholm stock exchange OMXS, First North and First North 
Premier between years 2000 to 2015. Standardized coefficients are presented, which are normalized results. T-
statistics are presented in brackets under the coefficients. The dependent variable is IR, which is the initial return 
the first day of trading and is calculated by dividing first day price increase/decrease by the issue price. 
FAM_DUAL is a categorical variable and represents whether the family firm defined by voting rights of 25 per 
cent has a dual class share structure. OFFER_TYPE is of categorical character and determines if the offer related 
to the IPO is existing shares or newly issued shares. OFFER_SIZE is the relative volume of shares offered, 
calculated by dividing volume of shares offered with total outstanding shares. LN_MCAP is the natural 
logarithm of the market capitalization the year the firm went public. TURNOVER represents relative turnover of 
shares, calculated by dividing volume of shares traded the first day of trading with total outstanding shares. 
LN_AGE is the firm age and is calculated by subtracting the IPO year with the founding year. LEV is financial 
leverage and is calculated by as the ratio of long-term debt + short-term debt to long-term debt + short-term debt 
+ total capital. Lastly, R2 adjusted and F-value are presented. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
 
 
The relation between IR and FAM_DUAL is in line with Boulton et al.’s (2010) finding that 

firms using dual class shares underprice less than firms in general. However, contrary to our 

beliefs, the results for the third hypothesis presented in Table 9 reveal no statistical significant 

evidence of differences in initial return between family firms using dual class share structures 

and family firms using single class share structure. It is still plausible that family firms use 

dual class share structures in order to retain control over the company. However, we do not 

find any evidence to conclude that this has an impact on how investors in the primary market 

view the pricing of the IPO or that pre-IPO owners influence the underpricing. On the same 

note, we cannot conclude that the fact that Sweden has a higher portion of companies using 
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dual class share structures impact the pricing of the IPO within family firms. The fact that the 

sample used for this test only included 64 observations could have an influence on the 

significance of the variables.  

 

We report that LN_MCAP has a positive influence on the initial return of the IPO with 

regards to family firms. Similarly to the results for H2, we report that the offer size 

(OFFER_SIZE) has a negative influence on the initial return. This indicates, as previously 

discussed regarding H2, that a smaller offer size influences the initial return positively. As 

expected, we report that turnover has a positive influence on the initial return of IPOs. 

However, in contrast to the result of H2, this variable is not significant, which can be a result 

of the smaller sample size. Similar to the results of H2 and in line with the results of Cirillo et 

al. (2015), leverage has a negative influence on the initial return, however not significant. 

OFFER_TYPE does not have a significant influence on the initial return.  

 

4.5 Multicollinearity and Heteroscedaticity 
TABLE	  10	  -‐	  MULTICOLLINEARITY	  

	  	   Collinearity	  Statistics	  

Variable	   Tolerance	   VIF	  
Intercept	  

	   	  FAM_25	   0.8700	   1.1500	  
DUAL_C	   0.8300	   1.2060	  
OFFER_TYPE	   0.8390	   1.1920	  
OFFER_SIZE	   0.6390	   1.5660	  
LN_MCAP	   0.7230	   1.3830	  
TURNOVER	   0.6330	   1.5790	  
LN_AGE	   0.8750	   1.1430	  
LEV	   0.7870	   1.2710	  

This table reports statistics regarding multicollinearity. The table is based on the whole sample of 165 IPO firms 
on the Stockholm stock exchange OMXS, First North and First North Premier between years 2000 to 2015. The 
column Tolerance is an indicator of how much of the variability of the specified independent variable that is not 
explained by the other independent variables in the model. VIF (Variance, Inflation Factor) is the inverse of the 
Tolerance value, which is calculated by dividing 1 with the tolerance level. The dependent variable is IR, which 
is the initial return the first day of trading and is calculated by dividing first day price increase/decrease by the 
issue price. FAM_25 is based on the definition family control of at least 25 per cent of voting rights in the firm 
and is a categorical variable. DUAL_C represents whether a firm uses a dual class share structure and is a 
categorical variable. OFFER_TYPE is also of categorical character and determines if the offer related to the IPO 
is existing shares or newly issued shares. OFFER_SIZE is the relative volume of shares offered, calculated by 
dividing volume of shares offered with total outstanding shares. LN_MCAP is the natural logarithm of the 
market capitalization the year the firm went public. TURNOVER represents relative turnover of shares, 
calculated by dividing volume of shares traded the first day of trading with total outstanding shares. LN_AGE is 
the firm age and is calculated by subtracting the IPO year with the founding year. LEV is financial leverage and 
is calculated by as the ratio of long-term debt + short-term debt to long-term debt + short-term debt + total 
capital. 
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We controlled for multicollinearity through assessing the Variance Inflation Factor (VIF) and 

Tolerance in Table 10 and by examining the Correlations table (Table 5). Table 10 shows that 

VIF does not exceed 10 on any of our variables, which indicates no problem with collinearity. 

The Tolerance column does not fall below 0.1, which also indicates no problem with 

collinearity. Assessing the correlations table reveals no variables having a correlation above 

0.9, which in that case would indicate a problem with collinearity. No one of the three 

indicators show any signs of multicollinearity. 

 

We controlled for heteroskedasticity by assessing the ZRESID-ZPRED-plot (Appendix 6.6) 

visually. We computed this to be certain that the standard errors of our variables are not 

biased, thus not rendering our results doubtful. By visually examining the above-mentioned 

plot, we do not see any signs of heteroscedasticity; our residuals do not follow any pattern. 

Thus, we can assume that our residuals do not violate the assumption of homoscedasticity. 

 

4.6 Robustness Tests  

4.6.1 Family Firm 
The criterion for being considered a “Family Firm” differs substantially between researchers 

and studies on this subject. In this particular study, we used a criterion of at least 25 per cent 

voting rights. However, many researchers use a lower threshold and add other criterion such 

as board involvement or founding members. In order to increase the validity of our results, we 

have conducted robustness tests with a lower threshold for family voting power. Cirillo et al. 

(2015), Anderson and Reeb (2003) and Villalonga and Amit (2006) performed similar studies 

with a lower threshold of 10 per cent for family control. As our robustness test, we used the 

same threshold of 10 per cent voting rights and computed the tests again. All independent 

variables that were tested in the initial hypotheses tests were included in the robustness tests.  

 

By changing the criterion for family firms from 25 per cent control rights to 10 per cent the 

number of family firms in the total sample changes from 64 to 82, a change of 18 IPOs. When 

conducting the same logistic regression there were some small changes to our independent 

variables’ significance. FAM_10 changed from being significant on the 1 per cent level to the 

10 per cent level. The remaining two significant variables OFFER_TYPE and TURNOVER 

did not change significantly. No other variable is statistically significant. The results indicate 

that the results from our first hypothesis are robust.  
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The results from our second hypothesis showed only one significant variable. After changing 

the criterion for family firms, this significance did not change. The independent variables that 

were not significant were not affected significantly by testing family firm at the 10 per cent 

level. The results from our second hypothesis are robust. 

 

The results from our third hypothesis revealed only one significant variable. By changing the 

criterion for family firms, these results did not change. There was no change in significance 

for the independent variables that were not significant after the original test. The results for 

our third hypothesis are robust. 

 

4.6.2 Sensitivity Analysis 
A sensitivity analysis was conducted in order to investigate how the observations have 

differed over the studied period and if the current market environment influences the 

observations and thus the results for this study. As discussed in the section Literature Review, 

Loughran and Ritter (2004) argue that underpricing has been a cyclical phenomenon between 

the years 1980-2000 due to a variety of reasons. Apart from macro-economical cycles, 

Rydqvist (1997) argues that regulation affected the underpricing of IPOs. This underlines the 

importance of analyzing the market in order to investigate differences in initial returns to the 

underlying years.  

 

To perform this analysis, we separated our observations over the period into their respective 

years and added the average initial return for every year. In addition, we used OMXAFGX as 

a proxy for the overall return on the Swedish stock market, which includes stocks from every 

sector on the market, which is similar to our sample. These three components were 

incorporated into one graph depicting these influences. 

 

The number of IPOs has varied substantially over the observed years with a clear increase in 

2014 and 2015, which means that the results heavily rely on the current economic cycle 

during 2014-2015. The initial return has been relatively stable throughout the period with 

2011 and 2012 as negative outliers and 2015 as a positive outlier. The number of observations 

that lie within 2011 and 2012 constitute only 6 per cent of the total sample and the fact that 

the initial return is steady during those two years leads to the conclusion that the impact on 

the variable initial return can be considered negligible. On the other hand, the positive outlier 

of 2015 may have a significant impact on the mean initial return. However, since the 
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cyclicality of the market does not show any signs of an extreme market environment, these 

observations are considered reasonable. On the same note, the cyclicality of the market has 

fluctuated more than the initial returns of the observations, especially surrounding the 

financial crisis of 2008-2009. However, since the observations’ initial return during those two 

years stayed stable around the mean, this does not have any significant impact on the total 

sample. By investigating the market environment in relation to the average yearly return and 

the disparity of observations over the observed period we do not see any significant signs of 

non-normal observations. 
 

TABLE	  11	  –	  SENSITIVITY	  ANALYSIS	  

 
This graph presents number of IPOs, index return and average initial return for IPOs between years 2000 to 
2015. The table is based on 165 IPOs on the Stockholm stock exchange OMXS, First North and First North 
Premier. The X-axis represents the IPO year, whilst the Y-axis represents frequency of IPO and return in 
percentage. The column (Nr of IPOs) represents the distribution of IPOs. Average IR is the average first day 
return. Index Return is based on Affarsvarlden’s general index OMXAFGX.  
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5. Conclusion and Further Research 
In this study we investigate how the differences in ownership structure between family firms 

and non-family firms in Sweden affect the underpricing in an IPO. We conduct the study 

using a sample of 165 observations from NASDAQ OMX and First North over the period 

2000-2015. Our results indicate a general underpricing on the Swedish market, albeit lower 

than previous studies in other countries have shown. In addition, we find support that family 

firms to a larger extent use dual class share structures than non-family firms. We find no 

evidence that family firms with a single class share structure underprice the IPO in order to 

retain control of the firms post-IPO. Furthermore, we document no evidence that family firms 

with a dual class share structure underprice the IPO less than family firms with a single class 

share structure do. We argue that these results indicate that the owners who seek to preserve 

socioemotional wealth use dual class share structures as a means to retain control of the 

company while raising capital, instead of underpricing the IPO. We argue that by using a dual 

class share structure, the incentives for underpricing the IPO in order to retain control of the 

company decreases, assuming there are no other incentives for underpricing, which is 

reflected in our results.  

 

The contribution of this paper lies within shedding light on how the business environment in 

Sweden affects the IPO underpricing and the differences between family- and non-family 

firms. In addition, we attempt to give an explanation to, compared to previous studies, the 

lower general underpricing with regards to IPOs and how the use of dual class share 

structures affect the market for IPOs. The theoretical contribution lies within the fields of IPO 

underpricing and family firms. Our generated results can serve as a foundation in practice 

with regards to investments in securities. Due to our focus on the Swedish market exclusively, 

both the practical as well as theoretical contributions are limited to this market. In addition, 

our study indicates differences from other markets, which points to interesting areas of 

research in the future.  

 

Since many similar studies use different definitions of family firms, we altered our definition 

in order to check if our results were robust. This did not change the outcome of our results 

significantly, indicating that our results are robust when altering the family firm definition. In 

addition, we conducted a sensitivity analysis in order to check for sensitivity for cyclicality in 

our observations. However, we did not find any significant signs of cyclicality in our 

observations.  
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In this study we have treated family firms as one group. However, it would be interesting to 

investigate how the level of voting power of the owners and the density of ownership affects 

the underpricing of the IPO. Moreover, there are studies discussing the general pricing of 

firms using dual class share structures and the implications this have on the share price. Some 

studies argue that the dual class share structure increases agency costs, which is then affecting 

the value of the company negatively. To our knowledge, similar studies have not been 

conducted on the Swedish market and would therefore be interesting to investigate, especially 

considering the large portion of companies using dual class share structures on the Swedish 

market. Such a study could be conducted with a quantitative approach investigating for 

example price multiples in order to capture differences in pricing between single class- and 

dual class firms. Lastly, it would be insightful to study how the initial returns change over 

time. In this study, we have only investigated the first day initial return while other studies 

have investigated the first day as well as longer time periods. Investigating the long-term 

effect of ownership structure on the Swedish market on the share price would increase the 

validity of our results. 
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6. APPENDICES 

6.1 Summary variables 
TABLE	  12	  -‐	  VARIABLES	  H1	  

Variable	   Logistic	  regression	   Type	   Definition	  

Share	  structure	   DUAL_C	  
Dependent	  
variable	   𝐷𝑢𝑚𝑚𝑦, 𝑣𝑎𝑙𝑢𝑒  1  𝑖𝑓  𝑑𝑢𝑎𝑙  𝑐𝑙𝑎𝑠𝑠	  

Family	  ownership	   FAM_25	  
Independent	  
variable	   𝐷𝑢𝑚𝑚𝑦, 𝑣𝑎𝑙𝑢𝑒  1  𝑖𝑓   ≥ 25  %	  

Market	  capitalization	   LN_MCAP	  
Independent	  
variable	   𝐿𝑁_𝑀𝐶𝐴𝑃 = 𝑙𝑛(𝑀𝐶𝐴𝑃)	  

Leverage	   LEV	  
Independent	  
variable	   𝐿𝐸𝑉 =

𝐿𝑡𝑑 + 𝑆𝑡𝑑  &  𝐶𝑃. 𝐿𝑡𝑑
𝑇𝐶 + 𝑆𝑡𝑑  &  𝐶𝑃. 𝐿𝑡𝑑 ∗ 100	  

Firm	  age	   LN_AGE	  
Independent	  
variable	  

	  
𝐿𝑁_𝐴𝐺𝐸
= 𝑙𝑛(𝐼𝑃𝑂  𝑦𝑒𝑎𝑟 − 𝐹𝑜𝑢𝑛𝑑𝑖𝑛𝑔  𝑦𝑒𝑎𝑟)  

Offer	  type	   OFFER_TYPE	  
Independent	  
variable	   𝐷𝑢𝑚𝑚𝑦, 𝑣𝑎𝑙𝑢𝑒  1  𝑖𝑓  𝑠ℎ𝑎𝑟𝑒𝑠  𝑎𝑟𝑒  𝑖𝑠𝑠𝑢𝑒𝑑	  

First	  day	  turnover	   TURNOVER	  
Independent	  
variable	   𝑇𝑈𝑅𝑁𝑂𝑉𝐸𝑅 =

𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟
𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠  

Shares	  offered	   OFFER_SIZE	  
Independent	  
variable	   𝑂𝐹𝐹𝐸𝑅_𝑆𝐼𝑍𝐸   =

𝑂𝑓𝑓𝑒𝑟
𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠	  

 

TABLE	  13	  -‐	  VARIABLES	  H2	  

Variable	   Regression	   Type	   Definition	  

IPO	  value	  (Initial	  return)	   (IR)	  
Dependent	  
variable	   IR  =  

P1-‐P0
P0

	  

Family	  ownership	  and	  
Share	  structure	   FAM_SINGLE	  

Independent	  
variable	  

𝐷𝑢𝑚𝑚𝑦, 𝑣𝑎𝑙𝑢𝑒  1  𝑖𝑓  
≥ 25  %  𝑎𝑛𝑑  𝑠𝑖𝑛𝑔𝑙𝑒  𝑐𝑙𝑎𝑠𝑠  𝑠ℎ𝑎𝑟𝑒𝑠	  

Offer	  type	   OFFER_TYPE	  
Independent	  
variable	   𝐷𝑢𝑚𝑚𝑦, 𝑣𝑎𝑙𝑢𝑒  1  𝑖𝑓  𝑠ℎ𝑎𝑟𝑒𝑠  𝑎𝑟𝑒  𝑖𝑠𝑠𝑢𝑒𝑑	  

Market	  capitalization	   LN_MCAP	  
Independent	  
variable	   𝐿𝑁_𝑀𝐶𝐴𝑃 = 𝑙𝑛(𝑀𝐶𝐴𝑃)	  

Leverage	   LEV	  
Independent	  
variable	   𝐿𝐸𝑉 =

𝐿𝑡𝑑 + 𝑆𝑡𝑑  &  𝐶𝑃. 𝐿𝑡𝑑
𝑇𝐶 + 𝑆𝑡𝑑  &  𝐶𝑃. 𝐿𝑡𝑑 ∗ 100	  

Firm	  age	   LN_AGE	  
Independent	  
variable	  

𝐿𝑁_𝐴𝐺𝐸
= 𝑙𝑛(𝐼𝑃𝑂  𝑦𝑒𝑎𝑟 − 𝐹𝑜𝑢𝑛𝑑𝑖𝑛𝑔  𝑦𝑒𝑎𝑟)  

First	  day	  turnover	   TURNOVER	  
Independent	  
variable	   𝑇𝑈𝑅𝑁𝑂𝑉𝐸𝑅 =

𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟
𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠  

Offer	  size	   OFFER_SIZE	  
Independent	  
variable	   𝑂𝐹𝐹𝐸𝑅_𝑆𝐼𝑍𝐸   =

𝑂𝑓𝑓𝑒𝑟
𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠	  
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TABLE	  14	  -‐	  VARIABLES	  H3	  

Variable	   Regression	   Type	   Definition	  

IPO	  value	  (Initial	  return)	   (IR)	  
Dependent	  
variable	   IR  =  

P1-‐P0
P0

	  

Family	  ownership	  and	  
Share	  structure	   FAM_DUAL	  

Independent	  
variable	  

𝐷𝑢𝑚𝑚𝑦, 𝑣𝑎𝑙𝑢𝑒  1  𝑖𝑓  
≥ 25  %  𝑎𝑛𝑑  𝑑𝑢𝑎𝑙  𝑐𝑙𝑎𝑠𝑠  𝑠ℎ𝑎𝑟𝑒𝑠	  

Offer	  type	   OFFER_TYPE	  
Independent	  
variable	   𝐷𝑢𝑚𝑚𝑦, 𝑣𝑎𝑙𝑢𝑒  1  𝑖𝑓  𝑠ℎ𝑎𝑟𝑒𝑠  𝑎𝑟𝑒  𝑖𝑠𝑠𝑢𝑒𝑑	  

Market	  capitalization	   LN_MCAP	  
Independent	  
variable	   𝐿𝑁_𝑀𝐶𝐴𝑃 = 𝑙𝑛(𝑀𝐶𝐴𝑃)	  

Leverage	   LEV	  
Independent	  
variable	   𝐿𝐸𝑉 =

𝐿𝑡𝑑 + 𝑆𝑡𝑑  &  𝐶𝑃. 𝐿𝑡𝑑
𝑇𝐶 + 𝑆𝑡𝑑  &  𝐶𝑃. 𝐿𝑡𝑑 ∗ 100	  

Firm	  age	   LN_AGE	  
Independent	  
variable	  

𝐿𝑁_𝐴𝐺𝐸
= 𝑙𝑛(𝐼𝑃𝑂  𝑦𝑒𝑎𝑟 − 𝐹𝑜𝑢𝑛𝑑𝑖𝑛𝑔  𝑦𝑒𝑎𝑟)  

First	  day	  turnover	   TURNOVER	  
Independent	  
variable	   𝑇𝑈𝑅𝑁𝑂𝑉𝐸𝑅 =

𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟
𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠  

Offer	  size	   OFFER_SIZE	  
Independent	  
variable	   𝑂𝐹𝐹𝐸𝑅_𝑆𝐼𝑍𝐸   =

𝑂𝑓𝑓𝑒𝑟
𝑂𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔  𝑆ℎ𝑎𝑟𝑒𝑠	  
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6.2 Robustness Test H1 
TABLE	  15	  -‐	  ROBUSTNESS	  H1	  

Variable	   B	   	  
Intercept	   -‐3.5850	   	  
	   (1.8764)	   	  
FAM_10	   0.8038*	   	  
	   (3.4509)	   	  
OFFER_TYPE	   -‐1.0945**	   	  
	   (4.4486)	   	  
OFFER_SIZE	   -‐1.0107	   	  
	   (0.4974)	   	  
LN_MCAP	   0.1764	   	  
	   (2.1051)	   	  
TURNOVER	   -‐11.3374*	   	  
	   (3.5278)	   	  
LN_AGE	   -‐0.0736	   	  
	   (0.0978)	   	  
LEV	   0.6353	   	  

	  
(0.5246)	   	  

Cox	  &	  Snell	  R2	   0.1270	   	  
Nagelkerke	  R2	   0.1940	   	  
Hosmer	  &	  Lemeshow	  Test	   8.3650	   	  	  

This table is based on the whole sample of 165 IPO firms on the Stockholm stock exchange OMXS, First North 
and First North Premier between years 2000 to 2015. The table includes coefficients (B) and chi-square test 
(Wald) in brackets under the coefficients. The dependent variable is DUAL_C and it represents whether a firm 
use a single class or dual class share structure. FAM_25 is based on the definition family control of at least 10 
per cent of voting rights in the firm and is a categorical variable. OFFER_TYPE is also of categorical character 
and determines if the offer related to the IPO is existing shares or newly issued shares. OFFER_SIZE is the 
relative volume of shares offered, calculated by dividing volume of shares offered with total outstanding shares. 
LN_MCAP is the natural logarithm of the market capitalization the year the firm went public. TURNOVER 
represents relative turnover of shares, calculated by dividing volume of shares traded the first day of trading with 
total outstanding shares. LN_AGE is the firm age and is calculated by subtracting the IPO year with the 
founding year. LEV is financial leverage and is calculated by as the ratio of long-term debt + short-term debt to 
long-term debt + short-term debt + total capital. In addition, Cox & Snell R2, Nagelkerke R2 and Hosmer & 
Lemeshow chi-square test are presented. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
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6.3 Robustness Test H2 
TABLE	  16	  -‐	  ROBUSTNESS	  H2	  

Variable	   B	   	  
Intercept	   -‐0.3031	   	  

	   (-‐1.0498)	   	  

FAM_SINGLE	   0.0015	   	  

	   (0.0156)	   	  

OFFER_TYPE	   -‐0.0915	   	  

	   (-‐0.9459)	   	  

OFFER_SIZE	   -‐0.1171	   	  

	   (-‐1.0444)	   	  

LN_MCAP	   0.1629	   	  

	   (1.5204)	   	  

TURNOVER	   0.1985*	   	  

	   (1.8463)	   	  

LN_AGE	   0.0265	   	  

	   (0.2764)	   	  

LEV	   -‐0.1433	   	  

	   (-‐1.4318)	   	  

R2	  adjusted	   0.0170	  
	  F-‐value	   1.3170	   	  	  

This table is based on 128 IPO firms with single class share structures on the Stockholm stock exchange OMXS, 
First North and First North Premier between years 2000 to 2015. Standardized coefficients are presented, which 
are normalized results. T-statistics are presented in brackets under the coefficients. The dependent variable is IR, 
which is the initial return the first day of trading and is calculated by dividing first day price increase/decrease by 
the issue price. FAM_SINGLE is a categorical variable and represents whether the IPO firm with a single class 
share structure meets the threshold of 10 per cent voting rights held by a family. OFFER_TYPE is of categorical 
character and determines if the offer related to the IPO is existing shares or newly issued shares. OFFER_SIZE 
is the relative volume of shares offered, calculated by dividing volume of shares offered with total outstanding 
shares. LN_MCAP is the natural logarithm of the market capitalization the year the firm went public. 
TURNOVER represents relative turnover of shares, calculated by dividing volume of shares traded the first day 
of trading with total outstanding shares. LN_AGE is the firm age and is calculated by subtracting the IPO year 
with the founding year. LEV is financial leverage and is calculated by as the ratio of long-term debt + short-term 
debt to long-term debt + short-term debt + total capital. Lastly, R2 adjusted and F-value are presented. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
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6.4 Robustness Test H3 
TABLE	  17	  -‐	  ROBUSTNESS	  H3	  

Variable	   B	   	  
Intercept	   -‐0.7342**	   	  
	   (-‐2.3463)	   	  
FAM_DUAL	   -‐0.1165	   	  
	   (-‐0.9847)	   	  
OFFER_TYPE	   0.0036	   	  
	   (0.0299)	   	  
OFFER_SIZE	   -‐0.1662	   	  
	   (-‐1.2033)	   	  
LN_MCAP	   0.3472**	   	  
	   (2.6100)	   	  
TURNOVER	   0.1608	   	  
	   (1.1446)	   	  
LN_AGE	   0.1171	   	  
	   (1.0344)	   	  
LEV	   -‐0.1475	   	  
	   (-‐1.2697)	   	  

R2	  adjusted	   0.0740	  
	  F-‐value	   1.9260*	   	  	  

This table is based on 64 IPO family firms on the Stockholm stock exchange OMXS, First North and First North 
Premier between years 2000 to 2015. Standardized coefficients are presented, which are normalized results. T-
statistics are presented in brackets under the coefficients. The dependent variable is IR, which is the initial return 
the first day of trading and is calculated by dividing first day price increase/decrease by the issue price. 
FAM_DUAL is a categorical variable and represents whether the family firm defined by voting rights of 10 per 
cent has a dual class share structure. OFFER_TYPE is of categorical character and determines if the offer related 
to the IPO is existing shares or newly issued shares. OFFER_SIZE is the relative volume of shares offered, 
calculated by dividing volume of shares offered with total outstanding shares. LN_MCAP is the natural 
logarithm of the market capitalization the year the firm went public. TURNOVER represents relative turnover of 
shares, calculated by dividing volume of shares traded the first day of trading with total outstanding shares. 
LN_AGE is the firm age and is calculated by subtracting the IPO year with the founding year. LEV is financial 
leverage and is calculated by as the ratio of long-term debt + short-term debt to long-term debt + short-term debt 
+ total capital. Lastly, R2 adjusted and F-value are presented. 
*** Statistical significance at the 1 % level. 
** Statistical significance at the 5 % level. 
* Statistical significance at the 10 % level. 
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6.5 Normal Distribution 
 
	  

 

 
This graph presents the distribution of the observations (dependent variable IR) with frequency on the Y-axis 
and standardized regression z-values on the X-axis. The Bell-curve is added on top to indicate normal 
distribution of the residuals. 
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6.6 ZRESID-ZPRED-plot 
	  
 

 
This graph presents the ZRESID-ZPRED-plot with the dependent variable IR. It indicates how the residuals 
relate to each other and gives an indication of if homoscedasticity can be assumed or not. If the residuals follow 
a pattern, the assumption of homoscedasticity is violated.  
 


