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		Abstract

		The valuation of initial public offerings (IPOs) is of considerable interest, given the important role these enterprises play in economic growth and investors' decisions. IPO valuation is particularly challenging due to the meager information available about new enterprises at offering dates. We extend the research on IPO valuation in various directions: First, we penetrate deep beyond the traditional proxies for value drivers, like R&D expenditures and cash flows, by defining and testing a host of specific product-related and competitive environment value drivers; second, we examine IPO valuations at three distinct phases of the going-public process; third, we employ both the direct valuation and relative valuation approaches; and fourth, we round up the analysis by examining the long-term performance of IPOs. Based on a sample of biotech IPOs that went public in the 1990s, we document the overwhelming importance of product-related and intellectual property fundamentals, as well as the irrelevance of several key signals, such as venture capital backing and the quality of underwriters, which played prominent roles in previous research. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Valuation, Biotech IPOs, Non-Financial information

	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Guo,  Re-Jin J. and Lev,  Baruch Itamar and Zhou,  Nan, The Valuation of Biotech IPOs (January 1, 2005). NYU Working Paper No. 2451/27471, UIC College of Business Administration Research Paper No. 08-04,  Available at SSRN: https://ssrn.com/abstract=1280692
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Re-Jin J. Guo (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Illinois at Chicago - Department of Finance  ( email )

			

			
			
				
				
				
					2431 University Hall (UH)
601 S. Morgan Street
Chicago, IL  60607-7124
United States
312-413-3718 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Baruch Itamar Lev

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				New York University - Stern School of Business  ( email )

			

			
			
				
				
				
					40 West 4th Street, Suite 400
New York, NY  10012
United States
212-998-0028 (Phone)
212-995-4001 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.baruch-lev.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Nan Zhou

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Cincinnati - Lindner College of Business  ( email )

			

			
			
				
				
				
					P.O. Box 210211
Cincinnati, OH  45221-0211
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      248

			

		
		
		
			Abstract Views

			    2,161

		

		
		 
		
			Rank

			   21,709

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       34 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,020

                                    

                                    
                                        PAPERS

                                           32,331

                                    

                                

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,566

                                    

                                    
                                        PAPERS

                                           40,671

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Environment for Innovation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Environment for Innovation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              255

                                    

                                    
                                        PAPERS

                                           15,438

                                    

                                

                                
                            

                        

                    

                
	
                    Innovation Finance & Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Innovation Finance & Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              224

                                    

                                    
                                        PAPERS

                                            5,174

                                    

                                

                                
                            

                        

                    

                
	
                    New York University Stern School of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                New York University Stern School of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               38

                                    

                                    
                                        PAPERS

                                            3,425

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Panagiotis G. Ipeirotis at New York University - Leonard N. Stern School of Business

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Profits, Losses and the Non-Linear Pricing of Internet Stocks

                        
                            By
                                
                                
                                    
                                    John R. M. Hand
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Eyeballs Have it: Searching for the Value in Internet Stocks

                        
                            By
                                
                                
                                    
                                    Brett Trueman, 
                                    
                                
                                    
                                    M.h. Franco Wong, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        A Rude Awakening: Internet Shakeout in 2000

                        
                            By
                                
                                
                                    
                                    Elizabeth Demers
                                     and 
                                
                                    
                                    Baruch Lev
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            A Rude Awakening: Internet Shakeout in 2000

                            
                                By
                                    
                                    
                                        
                                        Elizabeth Demers
                                         and 
                                    
                                        
                                        Baruch Lev
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Role of Economic Fundamentals, Web Traffic, and Supply and Demand in the Pricing of U.S. Internet Stocks

                            
                                By
                                    
                                    
                                        
                                        John R. M. Hand
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Valuing Customers

                            
                                By
                                    
                                    
                                        
                                        Sunil Gupta, 
                                        
                                    
                                        
                                        Donald R. Lehmann, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Internet Downturn: Finding Valuation Factors in Spring 2000

                            
                                By
                                    
                                    
                                        
                                        Elizabeth K. Keating, 
                                        
                                    
                                        
                                        Thomas Z. Lys, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Back to Basics: Forecasting the Revenues of Internet Firms

                            
                                By
                                    
                                    
                                        
                                        Brett Trueman, 
                                        
                                    
                                        
                                        M.h. Franco Wong, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Valuations in the New Economy: An Investigation of What Has Changed

                            
                                By
                                    
                                    
                                        
                                        John E. Core, 
                                        
                                    
                                        
                                        Wayne R. Guay, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.125 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

