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* Data
- Jay Ritter IPO: https://site.warrington.ufl.edu/ritter/files/IPO-Statistics.pdf

* Data®] W-& (| A])

- 93< 71E FF7F s 5 (IPO F ¥ 3] AL fee 2H3)
- 100¢ S5 7}
- 1199 g A )
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- 1199 9] 7FA] 7} 2= 3 A= 93U ol vl 2} (21.8% discount)
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* Table 2: Mean First-day Return (1980-2024)

1980-1989 1990-1998 1999-2000 2001-2024
Return N Return N Return N Return N
O<sales<$10m 10.7% 309 16.8% 559 65.7% 233 20.6% 663
$10m<sales<$50m 9.0% 570 20.3% 886 75.4% 312 22.5% 281
$50m<sales<$100m 6.8% 381 15.0% 624 81.9% 109 19.6% 282
$100m<sales<$500m 5.3% 587 11.9% 1,059 46.7% 138 21.1% 788
$500m<sales 3.1% 200 8.8% 488 17.2% 64 12.9% 720
All 71.2% 2,047 14.8% 3,616 64.6% 856 18.8% 2,734

» Table 10: Gross spreads (2001-2024)

Proceeds Category
$30-150 million (inflation-adjusted in 2024 $) more than $150 million (2024 %)

<7% 3.8% (41) 52.8% (764)
=7% 94.0% (1,011) 46.8% (677)
>7%  2.1% (23) 0.4% (6)

Total 100% (1.075 1POs) 100% (1.447 1POs) 10
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* Disadvantages and Advantages of Going Public

- Disadvantages
« EXPENSIVE
* Costs of dealing with shareholders

 Information revealed to competitors

- Advantages
* The firm has better access to capital markets.
* Original owners gain liquidity and diversification.
* Monitoring and information are provided by external capital markets.

* Enhances the firm’s credibility with customers, employees, and suppliers.
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* $1.65 billion acquisition of YouTube by Google in October 2006 #l| -4

- Three founders of YouTube, Chad Hurley, Steve Chen, and Jawed Karim each
owns 3M shares of common stock.

- Roughly 60 employees own 3M shares of common stock.

- In November 2005, Sequoia invests $3.5M in YouTube for 6M shares of Series A
convertible preferred stock (73274 254 5).

Pre-Financing I Post-Financing
Securities # of Shares (M) % # of Shares (M) %
Common — Founders 9 75.0%t 9 50.0%
Common — Employee 3 25.0% 3 16.7%
Series A — VC 0 0.0% 6 33.3%
Total 12 100.0% 18 100.0%

e Post-money valuation = $10.5M “$10.5M 7| G 7}#] ol $3.5M= F AP QFT}>
e Pre-money valuation = $7.0M “§7.0M 7] 4 7FA ol $3.5M = FAFREFQETE”
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« 713+ =71 (Conversion Conditions)

- Series B conversion condition — with Series A not converted:

e L* (W —-$6M) > §12M — §W = $30M. (1)
- Series A conversion condition — with Series B not converted:
e L * (W -$12M) > $§6M — §W = $24M. (2)

> Series A7} Series BE.T} ] A2 7| G 7Fx] ol A H A «x 351 A H )
- Series B conversion condition — with Series A converted:
e 1/3* W >8$12M — SW = $36M. (3)
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- Series A 2] ownership%
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