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IPO and SPACs
Definitions of Terms
The initial public offering is offering companies by issuing new stock to the public
companies. Firms can raise capital from public investors to build businesses that they intend to
operate. Public companies allow private investors to realize gains in investments to gain share
premium from current private sectors. IPO is necessary for assets to get acquired by public
companies (Honjo, 2021). Public traded companies have sold a part of themselves to ensure the
public acquires them by IPO in the market. Stocks would allow the raising of capital to ensure
projects get undertaken. Contrarily, SPACs refers to a publicly traded corporation with the sole
purpose of effecting a merger with privately owned businesses to make it public. SPACs raise
money via public-equity investors and can shorten the IPO process for the companies they
target.
Process
IPO follows specific processes that ensure it gets realized in companies:

a) There is the hiring of the underwriter to help make the IPO process is commenced. The
underwriter has the competence of ensuring the IPO guidelines are followed.

b) Registration of the IPO can be done to allow abiding by the rules and regulations. Making
registration for the IPO influences the process of determining stock exchange in
companies to be determined.

¢) The verification of the IPO by SEBI would ascertain whether the right standard got
followed. Verification that ensures the right information about the IPO is essential.

d) Making an application to the stock exchange gets made. The Stock Exchange allows the

IPO to be certified to be used in conducting shares distribution.




e) The creation of an atmosphere for roadshows would improve the influence of IPO for
companies.

The public would have the opportunity to get attracted to promote effective IPO
agreements. Afterward, the pricing of IPO gets done to ensure companies achieve influential
developments. Pricing needs to ensure the creation of IPO those companies can operate
appropriately in the market.

SPAC process involves raising starting capital by using IPO. Organizations can determine
the target organizations to help achieve acquisition. Most SPAC's trust assets have a fair market
value of 80% . Founders of a company will make profits through the 20% stock. The investors
would, in return, receive interests in the form of equity. SPACs get dissolved when the time for
acquisition has passed before its completion (Gahng, Ritter, & Zhang, 2021). SPACs contain a
structure for capital that involves founder shares. Investors can purchase the branches of the
common stock and warrant later to own teams. The purchase of securities also forms the capital
structure under the public departments. Retail and Institutional investors raise money in accounts
of the PO that forms the trust fund. Shares from SPAC founders would make nominal
considerations about the number of shares used in the ownership stake. Claims that exist in
salaries and commission would do compensation of the management.

Steps in IPO and SPACs

The steps involved in IPO include proposals, underwriter, team, documentation, marketing
board and processes, shares issued, and post-IPO (Edwards, Hutchens, & Rego, 2019). Primarily,
security and claims would propose within a specific time to improve the marketing offers. After
that, organizations pick the underwriters whom it makes a formal agreement to underwrite terms.

An underwriting agreement gets used for creating the contract. [PO teams then get formed, and it




comprises underwriters' and lawyers' expectations. Information about the Company can compile
information to ensure its [PO documentation is done effectively. The IPO filing document makes
registration statements of the organization with two parts— prospectus and privately held filling
information.

Pre-marketing is essential to create market updates by issuing new stock that causes
changes in the organization. The marketing process recommends underwriters to their final
financial analysis. It involves changing the IPO and date that fits. The board of directors ensures
the procedures for reporting accounting information to be carried out every quarterly.
Organizations can PO dates to provide capital to promote investments to be made and recorded
in the balance sheet. Finally, post IPO provisions are instituted at a specific time frame to allow
underwriters to purchase more shares after agreeing on the [PO date.

SPACs have the steps of pre-IPO, IPO, pre-merger, and post-merger. Pre-1PO prepares the
IPO, roadshow, and administrative details (Rodrigues & Stegemoller, 2021). The filling of the
final prospectus also is done. In the IPO step, the IPO proceeds get collected, and trading
commences immediately. Underwriters accumulate partial or total fees for investment if part of
the compensation gets deferred. In the pre-merger step, the announcement of merger intent gets
made. Preparation for the votes of shareholders on the merger gets reached. The union has an
outcome that the shareholders have achieved. The last step is the post-merger, where SPACs
continues as a public company in the market. Warrants of exercise have a deadline of five years.

How IPO and SPAC operates

Initial public offering (IPO) is essential for the birth of a company in its general form. IPO
assists a company in developing effective management. The activities that get run, opportunities,

and dangers that retail investors may incur to get determined. IPOS allows retail investors to




understand the risks and benefits they would receive from a company. The business performance
forms the basis of the company's corporate events. Most companies benefit from IPO because
there is an increased public image once it has got publicly listed. More recognition for a
company receives created by its suppliers as well as suppliers. Besides, improved appearance
makes it easier for a company to attract other companies. The companies would lend to other
listed organizations to ensure the business gets done appropriately. Most organizations would
want to work with organizations that have got publicly listed. There is the trust that gets
promoted in a company with IPO than those never listed.

Special Purpose Acquisition Company ensures that capital is raised through an initial
public offering to acquire an existing operating company. Companies can extend funds to help in
developing privately-owned organizations. Many benefits in the form of profits would get
gathered in many private companies acquired. Subsequently, SPAC allows operating companies
to merge with public companies listed instead of executing its [PO. SPAC ensures connecting
between companies to fruition to improve the businesses that get performed. Companies can
operate on their [PO to promote meeting the target expectations. Merging is significant in
providing the opportunity for companies to share costs required to start a business. Allowing
many companies in the merger would achieve productivity.

Advantages and Disadvantages

IPO and SPAC have the primary objective of raising capital for businesses. The advantage
of IPO gets increased transparency of the funds. There is a quarterly reporting that usually assists
companies in receiving favorable credit borrowing terms. Reporting ensures that public
companies' funds get accounted for in the organization (Edwards, Hutchens, & Rego, 2019).

Also, IPO helps companies' to raise capital that gets used as capital to raise more funds. The




facilitation of acquisition deals improves the public image of a company. Thus, [PO is
advantageous in building the development of public companies' investments. Contrarily, it has
disadvantages that affect companies. [PO has an authoritarian model of governance that its
directors implement. Good managers get hard to retain to prevent risks from affecting the
company. Besides, fluctuations would cause a distraction of share prices in the companies.
Closure of financial results enables competitors to determine the secrets of the organization. The
changes in the company prices cannot assess compensation.

On the other hand, SPACs have advantages that enable firms to improve their business
management. Compared to IPO, SPACS provides a higher valuation of investments. Liquidity of
capital includes room for making high valuations of the activities (Kanamalla, 2021).
Correspondingly, more incredible speed to prosperity gets achieved in a short time. Money that
companies require for enhancing investment gets made transparent and fast to increase returns.
Lowering fees would attract more investors to take part in financing the business. Cons of
SPACs include 20% of equity that gets kept to provide dilution for the company. SPACs lead to
20% of equity that prevents companies from acquiring all the proceeds. Then, SPACs sponsor
only achieves 20% if the deal gets consummated within two years. A disagreement of the

agreement would lead to the return of the capital.
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