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IPO Wave and the Timing of Market: A Literature Review

Hu Zhiqiang, Xiong Lin. Liu Duanpeng
(School of Economics and Management, Wuhan University, Wuhan 430072, Hubei, China

Abstract: IPO waves and market timing theories are the cutting-edge research on IPO. This paper
gives a brief review of related research on IPO waves and the optimal timing of initial public offerings
respectively from literature development and logical relationship, based on the early summary of IPO
study and description of IPO waves. It first sums up relevant theoretical interpretations of IPO waves
from the three perspectives of investors’ sentiment, external economic environment and information
asymmetry. On that basis, this paper provides a new way to explain the phenomenon of IPO waves
through the introduction of the optimal timing theory of initial public offerings, and then it review s
the literatures on the optimal timing of IPO respectively from the views of tradeoff between costs and
benefits, market environment, competitive strategy and so on. In the end, this paper draws a
conclusion of the current research, presents its shortcomings and possible future extensions.

Key words: IPO wave; timing of initial public offerings; American options; information

asymmetries; investors’ sentiment



