
© 2016  Al-Farabi Kazakh National University 

Nurgazina A.M.

Innovative strategies  
of the Initial public offering

Knowledge of principles of successful IPO is one of the top priorities 
for the development of the securities market. IPO simultaneously connects 
to several spheres – corporate governance, financial analysis, accounting 
and audit, securities market, investment, risk management, investor rela­
tions. The sense of IPO relates to the principles of financing. Companies 
go “public” by making IPO and attracting unlimited quantity of investors 
or groups of investors.

Structure of IPO experiences growing  interest for the research and 
study. Its strategies play important role for the investment mechanism. 
IPO has become a sphere of innovations, new tendencies and aspects that 
helps to development of the local securities market.  

Key words: IPO, shares, equity capital, investor, issuer, securities mar­
ket, stock exchange, investment. 

Нұрғазина Ә.М.

Акцияларын бастапқы  
көпшілік сатылымның (IPO)  
инновациялық стратегиялар 

IPO-ның өткізу принциптерін білуі бағалы қағаздар нарығының 
дамуына өте маңызды себебі IPO-ның мәні қаржыландыруға байла­
нысты. Осы нәтижесінде IPO әртүрлі экономикалық бағыттарына 
байланысты, мысалы, корпоративтік басқару, қаржы сараптау, бух­
галтерлік есеп, аудит, бағалы қағаздар нарығы, инвестиция, тәукел­
дер менеджменті, инвесторларымен байланысу. Компаниялар көпші­
лік сатылымды өткізу кезінде көпшілік инвесторларды немесе түрлі 
инвесторлардың топтарын тартады. Бастапқы көпшілік сатылымның 
құрылымы қызықтырады. IPO-ның стратегияларына инновациялар, 
жаңа бағыттар және аспектер ықпал етеді. Сонымен қатар, IPO-ның 
стратегиялар бағалы қағаздар нарығының дамуына үдемелілік деңге­
йіне шығарады.  

Түйін сөздер: IPO, акциялар, акционерлік капитал, инвестор, эми­
тент, бағалы қағаздар нарығы, қор биржасы, инвестициялар. 

Нургазина А.М.

Инновационные стратегии  
IPO – первого публичного  

размещения акций компании

В статье автором подборно рассматривается IPO, его сущность, 
принципы и инновационные стратегии. 

Знания о принципах проведения успешного IPO являются одним из 
приоритетных направлений в развитии рынка ценных бумаг. Проведе­
ние IPO связано со многими экономическими сферами – корпоратив­
ным управлением, финансовым анализом, бухгалтерской отчетностью 
и аудитом, рынком ценных бумаг, инвестициями, риск-менеджментом, 
связями с инвесторами. Сущность IPO происходит от принципов фи­
нансирования. Компании становятся публичными, привлекая неогра­
ниченное количество инвесторов либо групп инвесторов. 

Отмечается растущий интерес к изучению и исследованию  
структуры публичного размещения. Стратегии проведения IPO яв­
ляются сферой приложения инноваций, новых тенденции и аспек­
тов, которые стимулируют развитие локального рынка ценных бумаг.  

Ключевые слова: IPO, акции, акционерный капитал, инвестор, 
эмитент, рынок ценных бумаг, фондовая биржа, инвестиции.
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INNOVATIVE 
STRATEGIES OF  

THE INITIAL PUBLIC 
OFFERING

Initial public offering (IPO) is one of the most interesting sci-
entific problems that can arise in an equity market research. From 
one hand it has relevance to the study of investment in terms of a 
financial category. From the other hand IPO has become a key is-
sue in attracting of money inflows from the capital market. IPO as 
a type of access to capital has become a central topic of search for 
purposes of this article. IPO’s structure and forms of performance 
are analyzed here as well.

What is IPO? 

According to London Stock Exchange (LSE) it is the company’s 
first offer of shares in the stock market. NASDAQ determines IPO 
as the company’s first sale of stock to the public.

The sense of IPO relates to the principles of financing. The 
amount of internal savings or reserves commonly is not enough for 
a business’s growth. As a result many companies have intends to 
attract investment for their current activity and/or for their further 
development. The picture 1 can help to understand role of IPO in 
financing the company’s activity.

The chart was composed by author using common information
Financial markets can offer several instruments to help com-

mercial organizations in achievement of their main goals in fi-
nancing of current spendings or projects for future development. 
The first goal can be solved by issue of short-term securities or 
receiving a bank credit. It may seem obvious if a creditor is a reli-
able partner there are practically no problems with its short- and 
medium-term financing. Banks are seeking for the borrower that 
can return given money on time with needed profit yield. On the 
contrary, the second goal has a strategic meaning and leads to a 
general choice that usually made between direct or portfolio in-
vestments – medium- or long-term.

Both types of investments have specific advantages and disad-
vantages. For example, direct investments can attract outstanding 
experience or strategic partnership as well as outside operational 
or total control over recipient. Not all of the owners want to lose 
an influence on their company or share this influence with some-
one else. In turn, portfolio investments traditionally made by insti-
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tutional or individual investors through securities 
market can offer large volumes of capital without 
involvement into the operational activity of the 
issuer. Overall control and analysis are expected 
measures of surveillance. Securities such as bonds 
or shares are used for these reasons. However, it is 
not simple to issue securities, especially on a stock 
exchange. Firstly, special listing procedures should 

be implemented. Secondly, nobody will invest 
into an unpredictable and non-profitable business. 
As a result portfolio investments can be available 
mostly for stable medium or large enterprises. Al-
though there are many international markets that 
are opened for venture capital; some categories of 
the investors accept high risks relatively to poten-
tial profits. 

Comparing two types of securities the following 
features can be noted. Bonds are debt that should be 
returned on time with certain level of profit yield. Of 
course this type of debt has substantial preferences 
over banking credit because there is no need to provide 
some pledge; besides, core debt is paid to investors at 
the end of the bonds’ period of circulation. Shares rep-
resent stock capital. Investor’s ownership of shares car-
ries rights to receive a proportion of the issuer’s profits 
in the form of dividends, or to vote at all meetings of 
shareholders, and other rights according to law. Op-
tionally investors also can make arbitrage operations. 
Shares aren’t debt obligation, so the issuing company 
doesn’t return money to investors in certain period of 
time. Hence, shares’ “life-cycle” continues while the 
company exists. That’s the reason why shares’ issue 
is so popular all over the world when enterprises or 

Picture 1 – Role of IPO in financing the company’s activity

ventures seek for investments. The company can also 
arrange depositary receipts’ issue that related to its 
shares. The structure specifies that shares are deposited 
by custodian/investment bank that repackages them 
and issues depositary receipts.

Thus, the companies go “public” by making 
IPO, and attracting unlimited quantity of investors 
or groups of investors. These issuers provide a deal 
between them and investors. “Public” means to ob-
tain an official quotation for a security on the stock 
exchange. IPO can start on OTC market and results 
by admission onto official list of the stock exchange. 

How is to be the public company?

It’s much more than just to attract money. There 
are many precedents when enterprises go “public” 
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not aiming to receive investments. It is a status of 
transparent and reliable counterparty proving that 
the company follows its obligations; and, therefore, 
the company is ready for the open dialog with its 
shareholders, investors, partners and consumers. 
Such issuer receives the opportunity to present itself 
widely increasing media and analyst coverage, in-
vestor interest. In some cases the issuers should care 
about social responsibilities especially if they attract 
people’s monies or pension funds’ assets.  

Foreign experience also shows that IPO can be 
used in different deals to change equity’s structure. 
For example, debt capital can be replaced by stock 
one; or structure of shareholders by type can be im-
proved. From other side, in some countries there are 
strict requirements used for specific occasions to 
provide listing of the local companies’ securities on 
the stock exchange. This trend helps to develop nar-
row local securities market, and solve the problem 
of a lack of financial instruments as well as improve 
portfolio of institutional investors. 

There are two typical types of IPO defined by 
the deal’s structure: primary public offering, or clas-
sical one; and secondary public offering. The first 
category specifies additional or new shares’ issue; 
the second category represents a part of early issued 
shares that belong to the existing shareholder/share-
holders and can be sold to public. Another differ-
ence between these categories refers to investment 

inflows. In the first case the company itself takes 
capital; in the second case shareholders who sold 
their stocks receive financing. A mixed form is also 
applied in practice. 

According to NYSE companies go public in or-
der to accumulate capital to expand. Prior to going 
public, the company contacts an investment bank 
(or brokerage company / financial consultant) to ad-
vise them about how many shares to offer and the 
price of the shares. The investment bank plays the 
role of underwriter. The underwriter is responsible 
for the legalities of the deal as well as selling shares 
to public investors.

There are three basic methods of IPO: a fix 
price offering, bookbuilding, and an auction. The 
first type assumes supply of shares at a certain 
(fixed) price that was determined beforehand. The 
second one formed by underwriter represents total 
demand, and helps to define price of shares using 
gathered investors orders. The third one provides 
shares sale until the appropriate (high) price of se-
curities is reached; however this method is used 
rarely. Mixed methods are also widely experi-
enced. Decision about the method of IPO is taken 
by the issuer basing on views of its advisors and 
purposes of IPO.

General procedure of IPO consists from three 
stages pre-IPO, IPO itself and post-IPO as it illus-
trated in the picture 2. 

One of the most important project’s compo-
nents is pre-IPO preparation phase; this phase 
is time-consuming. Many participants are in-
volved into the PreIPO’s procedures; they are: 
auditors, lawyers, consultants, estimators, reg-
istrar and others. Share capital can be sold in 
whole or in part. Main decisions of this concern 
are made by the existing shareholders or by the 
responsible bodies of the issuer.

The key areas to focus on follows: 

Picture 2 – IPO’s process
Composed by author

‒ defining key objectives, estimation and evalu-
ation of future IPO needs and results, financial anal-
ysis, risks minimisation

‒ Taking a decision to issue and/or sell shares 
basing on deal’s estimation

‒ Making changes or additions to prospectus if any 
arises (valid for the primary public offering). Prospec-
tus should be registered at the responsible state body 

‒ Realization of the existing shareholders’ pri-
mary rights. Primary right occur on shares purchase 
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due to shareholders’ fraction if any demand arises 
from them

‒ Determination of pricing and IPO’s method
‒ Documentation process
‒ Listing on the stock exchange 
‒ PR, communications, marketing and road-

shows for investors
‒ Shares’ offering or underwriting
‒ Preparation of an IPO results’ report and its 

registration
‒ Tradings on secondary market
‒ Investor relations process
Successful IPO means that the company or 

shareholders reach all goals of IPO, have a high de-
mand on their shares and raise expectable volume of 
investments. Post-IPO stage has particular meaning: 
a stable grow of market-value, high liquidity and 
strong demand are evidence of good beliefs relying 
to the company. It’s very important to provide sec-
ondary market for issued securities supporting de-
mand and supply among investors with the help of 
different market measures.

All schemes mentioned above are true for the 
Kazakhstani market. Our companies have been ex-
perienced IPOs for more than ten years in Kazakh-
stan and abroad. Although scale of the most of these 
IPOs differ from the global IPO examples basing on 
estimation of investors’ number and/or volume of 
raised capital. 

Local financial market including securities 
market offers full range of services for the issuer 
to run IPO; among them are: financial estimation, 
underwriting, issue registration, listing and etc. 

Kazakhstani companies follow admission proce-
dure to list on the Kazakhstan Stock Exchange 
(KASE). According to legislation there are some 
requirements when an issuer can receive a status 
of a public company. One of the most noticeable 
items is that the 30% shares fraction should be-
long to the investors who own not more than 5% 
from the total amount of companies’ shares per 
one investor. Not many companies satisfy these 
requirements evidencing of narrowness of the lo-
cal market.

How to choose listing category?

As it’s mentioned above IPO experiences 
close connections with organized market. The 
company faces with listing rules and listing re-
quirements of the stock exchange that should 
be implemented. In fact the company meets the 
quantitative listing standards. Every stock ex-
change can offer a number of different listing 
categories. Developed securities markets show 
the highest standards of listings presenting the 
best international experience in exchange activ-
ity. KASE intends to follow best practice of ex-
change trading; and it is considered as an emerg-
ing securities market. Comparing of shares’ 
listing categories of the London Stock Exchange, 
the New-York Stock Exchange and KASE can 
help to understand weaknesses and strengths of 
the local market. 

A table showing examples of shares’ listing cat-
egories for commercial companies presented bellow.

Table 1 – Shares’ listing categories

Stock Exchange London Stock Ex-
change (LSE)

New-York Stock Exchange
(NYSE)

Kazakhstan Stock Exchange
(KASE)

Securities Shares Shares Shares

Sector/ market
listing categories
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The table was drawn by author using LSE, NYSE and KASE information
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All three exchanges offer opportunity for the 
different commercial companies to apply for listing 
or IPO. Every category designed to support the issu-
ing companies according to their size, time of exist-
ing, financial results and other indicators:

‒ large enterprises – premium category on LSE’s 
Main Market, NYSE (premium) or Acra of NYSE, 
packages I-II of category I on KASE

‒ medium companies – standard category on 
LSE’s Main Market, NYSE or Acra of NYSE, pack-
ages II-III of category I on KASE

‒ start-ups or small companies – AIM of LSE, 
MKT of NYSE, category II on KASE.

From one hand similar features of listing re-
quirements can be noted when comparing three eq-
uity markets; among them are free float, financial 
reports, auditing reports, corporate governance, eq-
uity capital, income and etc. The companies follow 
almost the same stages to go public on any market. 
From the other hand, there are a lot of differences in 
quantitative indicators and their sizes. Unfortunately 
Kazakhstani equity market is tenfold smaller; opera-
tional activity standards of local companies stay far 
from basic international standards. There is a lack 
of interest from the companies to run IPO as well as 
apply for listing. Hence, local investors are not ac-
tive, demanding narrow interest for domestic securi-
ties. For individuals the most appropriate financial 
instrument is bank deposit, because it is guaranteed 
and not risky.

Instead of summary and conclusion: How to in-
crease demand for IPO?

Two main counterparties of IPO are the Issuer 
and the Investor. 

So being public is a significant decision that the 
issuer will ever take. IPO gives access to capital. It 
is an ambitious project to ensure next stage of devel-
opment and growth. However, there are a lot of dif-
ficulties which can course misunderstanding of IPO 

process and lead to its failure. For the stable issuer 
the main reasons to refuse IPO following:

‒ It is too complicate to go public
‒ The company should follow high corporate 

standards
‒ IPO is time-consuming
‒ IPO can be resulted by M&A
‒ IPO procedure carries high cost
‒ IPO can be unsuccessful
‒ Post-IPO period is timeless 
‒ Market condition should be convenient for 

IPO and etc
Therefore, the responsible bodies or organiza-

tions should provide appropriate support and condi-
tions for the issuing companies for example, special 
consultant services, taxation preferences, transpar-
ency, simplification of procedures and others. With-
out these measures local securities market and in-
vestment distribution mechanism will suffer leading 
to their imbalance or even fail.

As for the investor especially the local one the 
main problem continuous to be a lack of practice 
and experience how to invest effectively in shares as 
well as how to manage market risks.

Financial illiteracy in the sphere of securities 
market should be improved in our country. From this 
point of view one of the most important tasks for the 
financial educational system is to provide preparation 
of highly qualified specialists for the Kazakhstani 
market that can offer good services for our people. 

IPO is a very important element of the invest-
ment gear. In order to provide the effective develop-
ment of the securities market IPO’s intends should 
be supported by a complex of measurements related 
to the market infrastructure. Modern strategies of 
public offerings should be one of the top priorities 
in research of the stock market. Studying of princi-
ples of IPO improves common understanding of the 
equity capital and the companies’ financing.
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