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		Abstract

		We estimate the structural links between IPO allocations, pre-market information production, and initial underpricing and find that allocation policies favor institutional investors, both in the U.S. and worldwide increasing institutional allocations results in offer prices that deviate more from the premarketing price range constraints on bankers  discretion reduce institutional allocations and result in smaller price revisions, indicating diminished information production initial returns are directly related to information production and inversely related to institutional allocations. Our results indicate that discretionary allocations promote price discovery in the IPO market and reduce indirect issuance costs for IPO firms. 
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