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You're about to invest in the next biggest company to list on the stock exchange.
You dream of a luxury island & a private jet - but you end up eating canned food
instead.

Here's a guide to the insider secrets of IPOs [Thread]

Hold on, what is an IPO? Indian Police Officer?
No, it's an Initial Public Offering
It's when a private company issues stock to the public to raise capital. Facebook, Airbnb & Apple are IPO companies

It's not just US companies. | worked on IPOs in London, Johannesburg & Lagos

"The Roadshow/ Marketing"
The IPO process can be long!

The company hires a few investment banks to go out & sell the story to investors. Think of it as a series of dates. Do you tell
her you leave towels on the floor on the first date? No.

Investment banks sell the highlights

Pro-tip: NEVER invest into a company purely off the company roadshow materials. Having spent hours curating these docs -
the wording is ALWAYS massaged.

Your go-to is the prospectus - the Bible for an IPO

Here's the Airbnb prospectus - check it out
https://t.co/{Sxk2zwfuZ

What should | be looking for in the prospectus?
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Just like your cheating ex - don't focus on what he's saying, focus on what isn't being said.
- Forecasts: always take these with a pinch of salt

- Key risks: dry but important
- Why we need the money: MOST IMPORTANT!

Whenever you see "use of proceeds will be used for general corporate purposes" just know someone is getting paid racks.
If there's a pipeline of acquisitions or a perfectly crafted growth plan - great! If the uses of capital are for day to day activities

- it's worth pausing.

We currently intend to use the net proceeds from this offering for general corporate purposes,
including working capital, operating expenses, and capital expenditures. We intend to use $
of the net proceeds to satisfy a portion of the anticipated tax withholding and remittance

Let's take a look at the Airbnb IPO. UP OVER 100% ON IPO DAY!!

That's amazing! Surely everyone should be celebrating. This is what success looks like right? Management must be popping
champagne.

No - this is a complete fuck up... read on

Airbnb hits $100 billion

Brian Chesky, Airbnb’s co-founder and C.E.O., was left
momentarily speechless on live television yesterday after being

told his company’s shares were set to begin trading at $139, after
its I.P.O. had priced them at $68. (They eventually closed at
$144.71.) He may as well have been speaking for Wall Street and
Silicon Valley, which were left agog by a frenzy for tech I.P.O.s this
week,

Whenever company prices rocket up on IPO it's called a "first day pop". Less flattering term is "money left on the table".
You hire me to sell your house. | sell it for $1m.
The same day the new buyer RE-SELLS your house to someone else for $2m.

You should be pissed off.

Why didn't you get $2m in the first place?!



(Besides investment banks getting it wrong...)
1. IPOs are generally underpriced to fill up the order book
2. Retail investors have fuelled the IPO pop

3. Companies price lower to avoid a failure
4. The market right now is HOT

1. IPOs are underpriced
Investment banks are also underwriters. This means if they don't sell their blocks of stock they have to pick it up themselves.
Wait, isn't that an incentive to underprice... sadly, yes

Here's all the banks on the Airbnb IPO - literally everyone

Morgan Stanley Goldman Sachs & Co. LLC
Allen & Company LLC BofA Securities Barclays Citigroup
BNP PARIBAS Mizuho Securities Credit Suisse Deutsche Bank Securities Jefferies Wells Fargo Securities

Baird Canaccord Genuity Cowen D.A. Davidson & Co. JMP Securities KeyBanc Capital Markets Needham & Company
Oppenheimer & Co. Piper Sandler Raymond James Stifel Wedbush Securities William Blair

Academy Securities Blaylock Van, LLC CastleOak Securities, L.P. C.L. King & Associates
Guzman & Company Loop Capital Markets MFR Securities, Inc. Mischler Financial Group, Inc. Ramirez & Co., Inc.
Siebert Williams Shank Telsey Advisory Group Tigress Financial Partners

2. Retall investors are driving demand

Managing the order book is tricky. You need to balance liquidity/ trading volume with price tension. Short term investors
create price action at the expense of volatility.

Recently, retail investors are far more active & drive up demand.

3. Companies don't want to fail
"Under promise/ over deliver"
Failed IPOs can happen for a number of reasons but most of all it's a fucked up signal to the market.

Many times it's not the companies fault, it's terrible timing resulting in valuation expectations not being met.

4. The IPO market is HOT

In a market fueled through Fed stimulus, stock splits and a deep disconnect of forward valuation multiples to the real
economy - the market for equity issuances is attractive (albeit risky)

In short: stocks are fucking expensive right now
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How much money do investment banks make from capital raising?

Nothing major - a few billion $

Underwriting fees in Hong Kong are as low as 2.5% on the size of the IPO but | have seen clients pay more than 4% on
IPOs

There's A LOT of money out there but it is VERY competitive
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Top 10 Banks

Goldman Sachs & Co
Morgan Stanley

JP Morgan

Bofa Securities Inc
Citi

Credit Suisse
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Jefferies LLC
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Capital Co
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Product data: Fees Reset filters

% of Fees collected by product First 3 Quarters 2020

Follow On Convertible IPO
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I'm still reading this thread... | want to be an investment banker listing companies and running IPOs!

Sure it's exciting to switch on Bloomberg & see your company trading or read about your IPO on the front page of the
financial times BUT most of the IPO process is VERY dry...

It's clear the IPO process is broken, how do we fix it?

Enter the wave of direct listings, hybrid listings & SPACs

A SPAC is basically an empty vehicle that lists on the exchange which promises to fill up passengers (companies) within a

short space of time

Massive business!



SPAC Spike
IPOs by special purpose acquisition companies rose to record highs in 2020

W SPAC IPOs
300

2008 '09 M0 11 42 43 14 45 46 7 48 M9 2020
Bloomberg

Should | invest in companies that aren't making money?

Sure - but be VERY selective

Cash burn rates are very important especially when it ends up in higher leverage (debt) or more equity issuances

Traditional "value" investing has underperformed growth during this bull market

Can | always make money investing in an IPO?

No!

For every hot listing, there's another that doesn't get talked about which is a black hole that soaks up all your capital and
returns less than nothing...

Here are a couple NASDAQ IPOs



Performance

Symbol Name IPO Date 1-Day 30-Day 60-Day 6 Months
MKD Molecular Data Inc. 12/30/2019 +1.49%.  -23.98%v  -4572%v  -4517%r -83.70%v
DNK Phoenix Tree Holdings Ltd 1/17/2020 N/A N/A -35.26% -32.44% oy
ADTX ADITx Therapeutics, Inc. 6/30/2020  -43.78%v  -57.78%v v N/A %y
LIZI LIZHI INC. 1/17/2020 +5.73%4 -7.00%y  -42.64%v  -37.00%v %
GRIL Muscle Maker, Inc. 2/13/2020 -22.80% ¥ -66.40% -49.40% - oY
PROG PROGENITY, INC. 6/19/2020  -12.53%v  -28.60%v  -36.27%v  -57.87%v -55.07%v
ZCMD Zhangchao Inc. 2/24/2020 N/A -39.50% -39.50% -45.50% -54.25%
ANPC é‘gfiff‘&“e‘jica' science 1/30/2020 6.25%Y  29.17%v  -31.43%v  -50.83%v  -54.17%w
VEL Velocity Financial, Inc. 1/17/2020 +3.02%4  +11.00%:  -61.54%v  -60.46%vw -51.46%
ucL uCloudlink Group Inc. 6/10/2020 -4.22%v  -22.83%v  -27.17%v  -20.83%r -46.61%v
PSTX Poseida Therapeutics, Inc. 7/10/2020 -4.06%y  -19.81%v  -41.50%r N/A  -42.94%¢
PRFX PAINREFORM LTD. 9/01/2020  -15.75%v  -43.75%v  -42.50%v N/A  -41.25%v
EDTK ?E!::ﬁlc:?oﬁ?ﬁ?&an Fducation 7/23/2020 5.00%" 9.20%Y  -38.80%w N/A  -41.00%r
CSPR Casper Sleep Inc. 2/06/2020  +12.50%a  -32.92%v  -63.33%v  -27.50%v -40.83%v

| need to read more on IPOs - | need more!
here's another thread on IPOs which deals with Aramco
https://t.co/6k5Ap1bTiG

Saudi Aramco, the world's most profitable company plans to IPO.

Aramco produces 10m barrels of oil per day (roughly 10% of global demand).

First half of 2019, net profit = $47bn! (Apple made $21.6bn)

Here's a few juicy "inside tips" on what actually happens in an IPO [Thread]

— Koshiek Karan (@iamkoshiek) November 3, 2019

If SOMEHOW you made it to the end! Shout-out, | appreciate you!!

For more IPO analysis & terrible jokes, feel free to join our Telegram channel:
https://t.co/v3uNg6IvBk
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