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1. OBJECTIVE OF CHAPTER

Primary Market Concepts:
What isan IPO (Initial Public Offering)?
What isthe typical role of investment banksin |POs?

Secondary Market Concepts:

Where are securities traded?

H

ow to measure performance of "the market"?

2. IPOs

Issuing New Securities

R

€asons
IPO: Company issues equity to the public for the first
time. Before an IPO, equity is typicaly is held by
company founders, venture capitalists (VCs), and other
private investors.

Finance projects

Seasoned Issue: Company issues additional
equity/debt.
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| Role of Investment Bank

" Buy the new securities from the company at areduced
price (discount), and then sell them to the public at an
agreed price.

' Provide advice.
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3 SECONDARY MARKETS

3.1 TYPES OF SECONDARY MARKETS

3.1.1 ORGANIZED MARKETS: A centralized location

#  "Computerized markets" (NYSE', AMEX, PE, TSE ...). Assets
that trade on these markets include:
| Domestic Common Stocks

| Preferred Stock
| Domestic Bonds
1 Foreign Stocks

Q Duallisting: trading on both the issuing home and
U.S. markets
Q ADRs(American Depositary Recelpts)
e.g., Telefonos de Mexico (TMX: NY SE)

1 Some Mutual Funds, including non-U.S.
e.g., MXF; Mexico: NY SE)
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