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6. Conclusions

India has a modified bookbuilding process that is extraordinarily transparent. Investors are able to
observe the process live on the Internet. We study the role this transparency plays in generating
investor interest in IPO firms, and the impact of such investor interest on the subsequent performance
of IPOs in the immediate aftermarket.

We find that transparent books benefit investors in that retail investors observe subscriptions by
more-informed institutional investors before revealing their bids at the end of the bookbuilding process.
IPOs with high numbers of institutional bids in the early days of the book also see high demand from
retail investors. Such IPOs show a high level of underpricing. Known certification mechanisms such as
underwriter’s reputation and IPO grade are important only in generating institutional interest during the
bookbuilding process of IPOs with reputable underwriters. Retail bids remain unaffected by such
certification signals. Instead, retail investors treat early bids by institutional investors (observable because
of the transparent books) as a certification signal.
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