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Abstract:

This paper examines the survival of Australianahpublic offerings. The Cox proportional
hazards model is used to test the value of thermrdtion available at the time of listing and
whether this information foreshadows the likelihaddurvival or failure of an initial public
offering. The number of risk factors listed in f@spectus and the size of the firm are both
found to be negatively related to survival. Theez the offering and the forecast dividend
yield are found to be positively related to surlividhe likelihood of survival is also found to
vary with industry and firms in the finance andurat resource industries are more likely to

survive than firms in other industries.
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1. INTRODUCTION

In finance literature, the initial public offerifgPO) of stock has been extensively researched. The
primary focus of the IPO research among academid$eactitioners has been the issue of
underpricing at the time of offering. The issuainflerpricing is important from the market efficignc
point of view but does not address the fundamemiastment premise of stock investment:
performance and long run survival. The focus of thesis is the survival of IPOs in an Australian
context. While underpricing is intrinsically linkéd short run performance, the survivorship of frm
provides a long run performance measure. Surdd&hg simple in nature, is a powerful and ultimate
performance measure because it offers a cleaoftegiether a firm has performed well enough to
survive, given the competitive nature of the cdpiarkets. From a business environment perspective,

it also indicates whether a firm has performed wethugh to maintain its corporate identity.

For owners and management of an unlisted firmg#wegsion to take the firm public is not made
without thorough consideration. Yet the failuresratnong stocks which debut on stock exchanges is
still relatively high. Previous studies of Americ?Os have shown that about 30% of IPOs are
delisted within the first 5 years (Jain and Kir99). Of the sample of Australian IPOs used in this
thesis, 20% fail within the first 5 years and 29 Within the first 7 years. Such high failureest

have significant implications for investors and eg@ment. Despite these failure rates there is a
distinct lack of analysis of the survival of IP@sthe Australian context. To our knowledge, we doul

not find any study that addresses the long termiwgship issue for Australian IPOs.

Owners of listing firms are concerned with maximgsthe value of their financial stake in the
company and are presumably concerned with the qubsepost-listing performance of the initial
public offering. For the management, ensuring sahis a dominant factor in protecting their
financial interests in the company and also hadigafpons regarding future managerial endeavours
and career prospects. For an investor, relativiepeance and survival are important considerations
for investment decisions. While the future opemaerformance is important in such a decision, the

ultimate survivability of a firm is an importantd@r. While a firm is still listed, especially whéme



firm may be experiencing poor operating performatioe likelihood of survival plays a key part in
investor support and future performance. It follaiwsn that survival analysis can be a powerful tool
in analysing buy and hold investment strategy.visal analysis also provides a useful guide to
understanding the key offering variables which rhaye a significant impact on the future viabilify o
the firm. The purpose of the model is to providelemce about whether differences in characteristics

can explain differences in survival.

In the capital markets, investor expectations amdstment decisions are based on all publicly
available information. In the case of initial pubtifferings the majority of available informatia i
contained in the prospectus. In this paper théivelgurvival of initial public offerings is exaned
using the Cox proportional hazards model usingiplytdvailable information from the IPO
prospectuses that contain a range of common faetmsmpassing firm characteristics scuh as
financial and governance characteristics, andiofjecharacteristics such as methods of offering and
future forecasts. We use the Cox proportional ldszenodel we test the central hypothesis whether
the information available at and closet to the tohésting affects the relative mortality of suvai.
Other minor hypotheses of this paper relate spadifi to the individual characteristics of the firm
and the ultimate goal of this survival analysigiprovide evidence about whether certain

characteristics of an IPO are informative aboutlitances of survival.

This paper makes several important contributiortheaunderstanding of IPOs in Australia. Firstly,
we find that there is a high rate of failure améwgtralian initial public offerings within the fit$

and 7 years of their issue date. It suggests tirastors who have subscribed to a buy and hold
investment strategy in an IPO would have experig@significant loss of wealth. Secondly, it provides

an Australian perspective of the survival of adippublic offerings. To our knowledge, this stusly

! The decision to focus on relative mortality and tise of this survival model also limits the asstiong
needed, and thus enhances the credibility of thdtse This is because the parameters of the nuadebe
estimated without the need to make any assumpgibost the form of the baseline hazard. The baskhzard

is a hazard rate which is a function of time bubdependent of the covariates. In other words d@dfined as the
rate of change at which an IPO alive at time taaddat time t+h (where h is a very small time wagrand the
value of each of the factors of the IPO is 0).



the first to examine the survivorship issue of IR®OAustralia. Thirdly, this paper provides anigig
into the informational value of data provided ifdlprospectuses. To the extent that investors can
determine the significance of factors listed in IP@spectuses in relation to the future performance
and survivorship of firms, it provides an undersiag of the relative importance of these factotssT
paper confirms the informational value of the numiferisk factors for Australian IPOs and suggests

that the number of risk factors listed in the peagps is negatively related to survival

This paper also finds that survival varies withugtly and that IPOs in the natural resource and
finance industries are more likely to survive tlmimer firms. The result that initial public offegs in
the natural resource industries are more likelyuitwive than firms in other industries complements
studies into the performance of Australian inigiablic offerings. The underperformance of Australia
IPOs as documented by Lee, Taylor and Walter (1B9@®und to be not present in mining sector
(How, 2000), and hence the results of this pajger slipports the link between survival and
performance of Australian IPOs. This paper alsmshthat the size of the offering is positively

related to the survival of Australian IPOs.

The remainder of the paper is set out as followesti®n 2 provides a brief analysis of the prior
literature of the survival, performance and chamastics of initial public offerings and provides a
insight into the factors chosen in this paper falgsis. Section 3 provides an explanation of the
hypothesis for each factor examined. Section 4udises the data collected and the methodology of the
Cox proportional hazards model. Section 5 of tlaiggy examines the results of this paper and Section

6 concludes.

2 The number of risk factors was also found to beatiegly related to survival for American IPOs bgrtsler,
Rutherford and Springer (1997) and Bhabra and Bgt{2003).



2. LITERATURE REVIEW

2.1 SURVIVAL ANALYSIS

There is a limited amount of published researab ihe survival of initial public offerings. Many
papers include survival as a side issue rathertti@focus of the paper and others choose to focus
specific groups of initial public offerings whicimiits the application of the results.. In Austraia
case the number of initial public offerings is tielaly small, meaning that the number of IPOs which
can be classified as belonging to a certain sulpgioeven smaller. Differences in definitions ofawvh
constitutes survival and non-survival and non-comfty in the length of the observation period are
also apparent. It should also be noted that op#pers which analyse survival, only a few use the C

proportional hazards model with most papers ussggassion models.

The research of Hensler, Rutherford and Spring@®{Linto survival is significant. Using a Cox
proportional hazards model for a sample of Ameri€¥®s listed between 1976 and 1984 they
examine the relationship between certain charatiesiand survival. The findings presented suggest
that the age at listing, the size of the offerithg, percentage of shares owned by insiders, an®Me
activity in the market at the time of listing arasfiively related to survival. The results alsogmee

that survival time decreases with the number éffastors listed in the prospectus and also with
general market level at the time of listing. Inadyss$ also found to be significant to the survighban

initial public offering.

Similar results are obtained when examining treedifiration of new Portuguese manufacturing firms
created in 1983 using Cox’s hazard model. MataRortugal (1994) find that survival varies
positively with start up size, the number of plaoperated, and the industry growth rate but is

negatively related to the extent of entry into ithaustry.

The effect of the form of the offering on the swaliof American firms has also been discussed by
Shultz (1993). In support of the hypothesis thanay cost theory can explain the form of the offgri

Shultz found that firms which conducted offeringmsisting of a bundled share and option were less



likely to survive than firms which issued shareswdver, in a similar study of Australian IPOs How
and Howe (2001) found no significant differencenssn the survival of firms which issued bundled

common stock and options and firms which issuedgasimon stock.

Jain and Kini (1999) examine the life cycle ofimlijpublic offerings listed in America between 1977
and 1990 and find that of a sample observed oyeaks 69% survived, 17% were acquired and 14%
were non-survivors. Concerned with determiningdeivhich influence the transition into one of
these 3 states, the paper tests for differencseimeans of the characteristics of the 3 statéaiso
uses a multinomial logistic regression. The resedtablish that size, pre-IPO operating performance
and investment banker prestige are positively edléd survival. Concurrently, firm risk, industry

barriers to entry and higher industry concentratiomfound to be negatively related to survival.

As a compliment to their study of the relationsigiween prospectus information and subsequent
performance of initial public offerings Bhabra gettway (2003) also examine survival. Using a
logistic regression model which classifies a firepending upon whether or not it fails or delists
within 5 years, past profitability, relative offeize, spending on research and development, ta@tiz

the firm and the number of risk factors in the pexgus are found to be significant.

Platt (1995) also uses a regression model to améthgssurvival of American IPOs 3 years after issue
Platt chooses to concentrate on bankruptcy asrilger@ason for non-survival, and finds that of the
group of financial ratios tested, the ratios oérast expense to cash and inventory to cash-flew ar
positively related to the likelihood of failure. hg term debt to cash-flow is also found to be
positively related to the likelihood of failure, turther analysis suggests that this is dependieoih

the prime rate being high. Thus the paper’'s mamrdmution is showing the importance of capital

structure to IPOs and their endeavours to avoidkiogotcy.

Cox proportional hazards model is also used to exathe risk of takeovers. (Trimbath, Frydman &

Frydman, 2001) For a sample of U.S corporationkagdm the Fortune 500 for at least one year



between 1980 and 1997, the model shows that theraignificant positive relationship between the
risk of takeover and cost inefficiencies per ufitevenue. Firms with costs per unit revenue above
the industry benchmark are more susceptible takentover, as are firms which are smaller than the
sample median. This result supports the notionrtbatsurviving firms under-perform prior to them

being delisted.

2.1 PERFORMANCE

The long run under-performance of initial publiteoings is well documented. It is intuitive that a
relationship should exist between survival and longperformance and central to this is the coatinu
use of buy and hold returns when analysing perfaon@aBuy and hold strategies or static trading
strategies are reliant on the firm surviving, witiie ability of a firm to perform often determirtée
longevity of survival. After all, while a firm istifl listed there is a possibility that the firm lbe able

to recover and thus there is a potential upsidadgshare price.

Investment decisions are concerned with relativeopmance and survival versus non-survival
provides a definite distinction between a firm whis performing well and a firm which is not
performing. Subsequently the factors which affegstgrmance should also affect survival, and the
literature which examines the performance of ihigblic offerings provides a rich source of rethte

information.

Ritter (1991) investigates the long run underpenomce of initial public offerings by analysing tBe
year buy and hold returns for companies whichdistetween 1975 and 1984. Of particular interest is
the result that the relative underperformance ititirpublic offerings, when compared to matched
firms, is greatest for firms with small offer siz&xually relevant is the result that there isrargj
positive monotonic relationship between the ageeffirm going public and its corresponding

aftermarket performance.



Bhabra and Pettway (2003) examine the value ofpgaiss information to investors by analysing
financial and operating performance data and Irptiglic offering characteristics and the relatiaips

to performance. The findings suggest that whilergprofitability, firm size, relative offer size drihe
degree of underpricing are related to one yearrafmiaeturns, there is no evidence to suggest a
relationship between prospectus information and lem performance. However, Bhabra and Pettway
also show that firms which fail show poorer stoeturn performance than those firms which continue
to trade. Thus their findings about factors whitffiea survival (as discussed earlier) become

increasingly important.

Rather than focusing on the stock price performafdems, Jain and Kini (1994) instead examine
the operating performance of firms after an inipiablic offering. Their investigation finds thaetie
is a positive relationship between managerial oglmprretention and post-issue operating
performance. This result is consistent with boterey theory hypothesis and signalling theory

hypothesis.

Balatbat, Taylor and Walter (2004) investigatedperating performance of Australian initial public
offering between 1976 and 1993. Examining the cimngwnership structure and corporate
governance characteristics for the first 5 yealteviong the IPO, they find that some relationships
exist to operating performance. Most notably, &sd¢bnclusion that operating performance is
significantly related to insider ownership for #2and %' years but that ownership structure has no
impact in the first 3 years. Of the corporate goaecce characteristics tested, there is weak ewedenc

to suggest that dual board leadership improvesatipgrperformance.

Lee, Taylor and Walter (1996) test the post listieigirns of a sample of Australian industrial IPOs
listed between 1976 and 1989. They find that ingigblic offerings on average, under-perform over
the long run. Further evidence is provided in tiseimparison of the firms in the sample delisted due
to failure to pay listing fees or due to liquidatj@and the rate of removal due to these reasolisted

industrial firms. They find that the probability béing removed for these reasons is 3.88% per annum



for the sample of IPOs, which is 2 to 3 time higtem 1.31% per annum for the industrial
population. Examining 1 year, 2 year and 3 yearan@returns, there is some evidence to suggest
that smaller issues and issues which are fullysitied and list relatively quickly are not assoetat
with underperformance. It is also interesting teertbat contrary to the results of other papers the

level of retained ownership is found to be sigaifity negatively related to performance.

An examination of Australian mining IPOs issuedazn 1979 to 1990 finds that there is no
significant evidence of underperformance during3tyear period after listing (How, 2000). When
contrasted with the results of Lee, Taylor and fa]1996) (who find evidence of long run
underperformance for Australian industrial initpaiblic offerings) there is evidence that the rehati
performance of IPOs varies with industry. Furthéending this, it is reasonable to suggest that the

probability of survival should also vary with indos

2.2 CHARACTERISTICS

The efficient market hypothesis suggests that prielect all available information and in the case
initial public offerings the majority of availabieformation is contained in the prospectus. Theeal
of the prospectus as an investment tool is theeefbgreat importance. Analysis of the charactesst
of listing companies provides insight into suchaaras the stage in a firm'’s life cycle which a firm
lists, the motives for listing and the corporatd awnership structure adopted. The implications are
not only limited to investors but are also of iesrto managers and owners. Those people with
ownership prior to listing are concerned with maigimg value and the post-listing success of a fam
integral to protecting their financial interest®r Fnanagement ensuring survival is paramount to
protecting their jobs. Thus the decision to takiera public is not made without thorough

consideration, yet the failure rate is still relaty high.

The board characteristics of Australian IPOs whiciged prospectus between 1994 and 1997 are
examined by Da Silva Rosa, Izan and Lin (2004)ofparison of the sample against the ASX

recommendations for good governance released i, 2d@s that the average board size of 5 is less
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than the Australian stock exchange’s implied recemdation of a minimum of 6 directors. The
independence of the board is also analysed byifglagsdirectors as executives or non-executives
and further classifying non-executive directorgieesy or independent directors. It is found thas les
than a third of the boards can be considered teisbaf a majority of independent directors. They
also find that while the majority of initial publafferings have a separate chairman and chief
executive, only about half of the firms have aremendent chairman. This suggests a tendency for
initial public offerings not to follow what is comered ASX best practice. While it is not compuisor
to follow the recommendations it is required theg tompany address each of the breaches in their
annual report. This transparency means that foll@n@mpanies the perceived benefits associated

with corporate governance, are outweighed by tisésoaf compliance.

The categorisation of initial public offerings bese financial characteristics is conducted by
Dimovski and Brooks (2003) to determine the typ@&rofs which listed between 1994 and 1999.
They find that 22% had options attached to theesh&@2% were underwritten and 67% had an
independent accountant that was one of the Bigéuatting firms. Other data examined includes the
issue price, issue size, forecast earning to pifiee ratio and forecast dividend to offer pricelgi

For each of these factors the difference betweemidan and the median is significant in size, whils
the range (maximum minus minimum) is also relayivatge. The fact that these statistics do not
conform to a tight spread, highlights the differemin the type of firms which are listing. As noted
earlier, initial public offerings have a relativeligh rate of failure and such large differencetha
financial characteristics provide encouragemerttdhralationships exists between these

characteristics and the likelihood of survival.

3. HYPOTHESIS

Based on the results of earlier research spedifigitial public offerings and established undertyi

theory, the following hypotheses have been develope
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Null Hypothesis: Information available prior to or at the time afting does not affect the relative

mortality of Australian IPOs.

Alternative Hypothesis: Information available prior to or at the time afting does affect the

relative mortality of Australian IPOs.

The fundamental hypothesis of this paper is thairiformation contained in the prospectus
foreshadows the likelihood of survival or failu &in initial public offering. Essentially this nmea
that the characteristics of an initial public offey at the time of listing have an influence on the

operational well being of the firm in question.

Relative mortality is the emphasis of this paperaose it provides a direct comparison of survival
between firms with different characteristics. Wtiteme papers have attempted to model survival
times, the results should not be considered coveulxecause of the assumptions involved in the
model. The use of Cox proportional hazards andirthigation of any analysis to the relative mortglit

minimizes the assumptions needed and in doing ds &dthe credibility of the results.

A point of conjecture however amongst papers whigdl with survival is the definition of survival
and failure. This paper defines a survivor as smaply firm which is still listed. Subsequently niis
which are delisted, suspended, acquired or mengedassified as non-survivors. The classification
of acquired and merged firms as non-survivors isent with Welbourne and Andrews (1996) who
found that seven out of eight merged firms expeedrdeclining stock prices prior to the merger.
Further justification is based on the logic thafuaed and merged firms no longer possess the same
corporate structure and so effectively they caimeotonsidered to be the same company. The
inclusion of suspended firms is based on the natiahsuspension from trading merely foreshadows

the company being delisted.
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The time of observation is the second potentidéd#hce compared with other papers which examine
survival. The observation period of this paper gdrs after the date of issue or until the firm is

delisted. Seven years was chosen to represenatii@e being observed over a full business cycle.

Since information is a general term the major higpsis needs to be divided into a series of minor
hypotheses to test specific categories of inforomaitn the prospectus. It should be recognized that
with the exception of the financial characteristal other characteristics are available at tinetof
listing. The inclusion of financial information wdti was only available after the time of issue veas t
ensure consistency in definitions. Such an inclusiibpost-issue information is justified because th
prospectus provides guidance about performancesiand the financials are from the first available

set of full year statements a large part of tharfoial year occurred before the issue date.

It must also be noted that the permanency of thews factors being investigated is central to the
hypothesis that information available at the tihésbing has an effect on survival. Since the
observation period is over a long time period #sults should be indicative of the informational
value of past information to the future prospedta drm. With this in mind the characteristics slen

for investigation are independent of time.

A list of the characteristics examined can be foum@able 1 below along with the expected
relationship to survival. It must be remembered ihsomething is positively related to survivaéth
it is negatively related to failure. Thus since @@ model is a model of the rate of transitioth®e
non-survivor state the signs of the coefficientateeto failure. A brief explanation of the theory

behind each characteristic and the expected rekdtip with relative mortality follows.

Age at Offering (+)
It is expected that the age at offering of the BMOuld be negatively related to its likelihood of

failure. Established firms are expected to haveahls source of business and so are more likely to
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survive, while young firms are considered to berawpn and thus speculative. More information is

available for older firms and as a result, uncatyaand risk are associated with younger firms.

Offer Price (+)
The offer price of the firm is expected to be pwsly related to survival. On the Australian Stock
Exchange the minimum issue price is $0.20, andidswe prices are associated with speculative
stocks. It is common practice for floating compartie have a minimum subscription of a set number
of shares. Thus all other things remaining equedress with a low issue price allow for a person to
invest a relatively smaller percentage of their ltieim the company, and this is consistent with the

firm being of relatively higher risk.

Size of the Offering (+)
The size of the offering is expected to be podyivelated to the survival of the firm. Apart fraime
fact that larger offerings are associated withdaf@gms, larger offerings also signal market
confidence. It is far harder in the public domaindise a large amount of capital for a highly
speculative company than for a company with goagjpects. The tendency for institutions to favour
larger offerings reiterates this, and as a reaulfd offerings are typically subject to more steinig
monitoring. Studies of American IPOs have found titer size is positively related to survival

(Hensler, Rutherford and Springer, 1997; Jain ammg, K999) and performance (Ritter, 1991).

Ownership Retained (+)
It is expected that the percentage of the competayned by the original owners should be positively
related to survival. This expectation is based ath 8ignalling hypothesis and agency theory. The
level of ownership acts as a signal about the tyualithe issue and its future prospects and sheds
light as to the motives behind the transition fronvate to public company. Ownership dilution
reduces the incentive of the original owners andagament to use the funds raised in the most value

maximising way, corresponding to an increase imageosts.
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Attachment of Options to the Offer (-)
It is hypothesised that the form of the offering gmovide an insight into the business plans and
prospects of the company under consideration. dordance with agency theory, unit offerings (a
common share bundled with a warrant) provide aantige to management to increase the share price
to ensure that the warrant is converted. Sincegams from unit IPOs are concerned with determining
the viability of potential investments and sincaifiee NPV projects are hard to find, fewer uniO
survive. Conversely, companies which issue onlyeshare without the incentive to increase the share
price and therefore management can use the proteedsure survival and the survival of their jobs,
even if this means investing in negative NPV prigieChus it is expected that unit IPOs will be

positively related to the likelihood of failure.

Underwriter Backing (+)
It is expected that firms with underwriter backstgpuld be more likely to survive than firms without
backing. The reliance of underwriters on reputat@maintain both corporate clients and investors
should mean that it is in the underwriter’s bestriest to endorse firms with sound prospects. This
coupled with the fact that most underwriters inveghe offers they underwrite, adds to the positiv
signalling. In ideal circumstances this variablaugdoe evaluated based on reputation, however, due
to the data constraints imposed by the sample baiusgralian firms, a dummy variable is used

instead.

Issue Costs as a Percentage of the Offer Proceeds (
The percentage of issue costs to the offer sizeldliie negatively related to the survival of theni
This is based on the notion that issue costs ater@ad in order to ensure that the issue is fully
subscribed and that the maximum amount of caitadised. It is reasonable to suggest that a good

firm will sell itself, and so issuing costs shoble low for firms which are considered low risk.
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Auditor in the Big 5 (+)
The use of an auditor from one of the big 5 acdagrfirms namely; PricewaterhouseCoopers,
KPMG, Arthur Anderson, Deloitte Touche Tohmatsu &ndst and Young should add credibility to
the information contained in the prospectus. Wihieewell documented public demise of Arthur
Anderson has detracted from this credibility, #ugé accounting firms are easily recognized in name
and reputation by the common investor. As a resigtcontended that since the accounting
information is considered of better quality, it altbcontribute positively to survival. Thus while a

firm may be risky, this risk is fully disclosed andt hidden.

Earnings to Price Ratio (-)
The ratio of the forecast earnings per share toffiee price should be negatively related to sualiv
This is based on the theory that the E/P ratibeasmeasure of the internal rate of return of the
company. Thus speculative firms should have a highe ratio than more stable firms so that this

increased risk and uncertainty is compensateddregater return.

Forecast Dividend Yield (+)
Dividends are typically associated with firms whitdve a stable income stream and therefore more
confidence and certainty about their future prospdaividends are not associated with growth firms.
Thus, generally firms which pay dividends are Egssculative, hence the expectation that dividend

yield should be positively related to survival.

Number of Risk Factors in the Prospectus (-)
Assuming full disclosure, the number of risk fastbsted in the prospectus should be negatively
related to survival. Riskier firms are more likétyexperience negative outcomes for their operation
The continual realisation of operational losses ¢tivee erodes the firm’s financial resources arskts
base. Hence riskier firms are more likely to exgrece financial distress, bankruptcy or liquidation.
The informational value of the number of risk fastavas found to be significant for American IPOs

by Hensler, Rutherford and Springer (1997) and Bhalnd Pettway (2003).
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Non-Executive Chairman (+)
A non-executive chairman is another characteraggociated with good governance. It is a
recommendation of the ASX Good Governance CouB008) that the role of chairman and chief
executive officer should not be exercised by theesperson and that the chairperson should be an
independent director. Technically there is a sldjfference between a non-executive director and an
independent director but for the purposes of ehsgeasurement this paper assumes that all non-
executive directors are independent. Even withabgimption, this variable is still an effective
measure of leadership duality. The expectationdahain-executive chairman will increase the
likelihood of survival is based on the theory thdioard led by an independent leader will better
represent the interests of the shareholders and effactively monitor the management of the
company. A reduction in agency costs and an impnave: in operating performance due to this

separation of powers should transpire.

Number of Directors (+)
The number of directors should be positively relatesurvival. Guidelines of good governance
endorse larger board sizes based on the notiogteater accountability will result. Greater
monitoring should reduce agency costs and the loéselon of funds, ensuring that the decisions
made are value maximising and essentially in tis¢ inéerests of the shareholders. As a result @mor

efficient firm is more likely to survive.

Percentage of Independent Directors (+)
The level of independence of the board of direc®edso expected to be positively related to the
survival of the initial public offering. Another dfie ASX Good Governance Council’s (2003)
recommendations is that firms have a board congbe$@ majority of independent directors. For the
purposes of this paper all non-executive diredbarge been defined as being independent. A board

which comprises of a majority of independent memisfiould be more effective monitors of
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management, since the influence of managementygxedlirectors) on the decisions of the board

should be reduced.

Industry (?)

Just as the level of relative performance varigh widustry, the rate of survival should also vaath
industry. It is expected that industries with labgeriers to entry and which have a high concentnat
of firms and thus more competition, should be nigght related to survival. The results of Mata and
Portugal (1994) support the effects of industratesd factors on the survival of Portuguese firms,
while Hensler, Rutherford, and Springer (1997) findt the survival of American firms varies with
industry. Numerous studies into performance hase ebntrolled for industry effects while in
Australia the contrasting results between indudfirias (Lee, Taylor and Walter, 1996) and firms in
the mining sector (How, 2000) suggest that theixeaerformance of Australian IPOs varies with

industry.

Leverage (-)
The trade-off theory of capital structure postuddtet the financing decisions made by a firm badan
the benefits (tax breaks) and costs (financiatelst) of debt. As the level of debt increases the
likelihood of financial distress becomes greatdrilevthe restrictions of debt covenants also impect
the ability of the firm to operate efficiently (the shareholders best interests). The importance of
capital structure to survival and its usefulnesa agrning mechanism of potential bankruptcy is
discussed by Platt (1995). Thus it is expectedtti@survival of the firm is negatively relatedt®

level of leverage.

Profitability (+)
The profitability of the firm is also a key to gsirvival because operational losses are not sasiain
in the long run. Thus the profitability of the firimthe first full year after issue should give an

indication of the company’s prospects. Firms widch profitable from the beginning of their public
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life have proven their viability. Viable firms akess risky and thus profitability is positively

associated with survival.

Size of the Firm (Total Assets) (+)
Size should have a positive effect on survivalsTisibecause larger firms are better positioned tha
smaller firms to weather tough economic periodseoover from past mistakes in strategy and
direction. Since larger firms have a larger asastlio liquidate, their ability to prolong survivgl

greater than firms with a smaller asset base.

Tangibility of Assets (+)
The more tangible a firm's assets, the greatefitimés likelihood of survival. Liquidity ensures & if
a firm’s assets need to be sold, then close torémum amount can be obtained. Subsequently,
firms which have liquid assets are better positibieeuse their resources to maximum effect in order
to avoid financial distress or bankruptcy. Hengeilil firms are more effectively able to prolong

survival.

Total Asset Turnover (+)
Total asset turnover is a measure of how efficyeasisets are used by a firm to generate sales. As a
result, it is expected that the ratio should beatpety related to survival, because the efficierntya
firm is paramount to its competitiveness, and thiétg to compete is vital to survival. In partieul
there is a relationship between inefficiency aralikelihood of being taken over (Trimbath, Frydman
and Frydman, 2001). This variable should be semesit the industry of the firm, and the inclusidn o

an industry variable should help control for suffbats.

4. DATA AND METHODOLOGY

4.1 DATA
The credibility and integrity of any research isanet upon the quality of the data which is usede T

initial sample consisted of firms which accordinglonnect 4 Company Prospectuses database issued

a prospectus in the years 1995, 1996 or 1997 .Hesetfirms the listing date was obtained from the
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Aspect DatAnalysis database. This was done to ensure that the prospaas for an initial public
offering since th&€onnect 4 database does not differentiate between initidlsssasoned public
offerings prior to 1999. The issue date was alsul ts filter from the sample, initial public offags
which did not list at least 7 years prior to 31 Baber 2004. This constraint was imposed to ensure

that the companies can be observed over an enisirdss cycle.

The industry classification of these firms was ot#d from theSDC databasand firms classified as
REIT (Real Estate and Investment Trusts) wereréittdrom the sample becaubey are subject to
different listing rules. This exclusion is consigtaith a number of contemporary papers about
Australian initial public offerings (How and Low9%3). The trading status, date of delisting and

reason for delisting was obtained from htipuiv.delisted.com.auWhere available, the balance sheet

and profit and loss information for the year listeals obtained fromspect Huntley Financial

Analysis database. The use of the database ensured thatided such as what constitutes plant,
property and equipment remained consistent. Tandial information used was for the first
available set of financial statements availablerdi$ting. A constraint was used, which requireak t
the statements must be for the financial year endithin 12 months of the issue date. This was to
protect the relevance of the inclusion of postéssifiormation in the analysis, since at least pathe
financial year included would have occurred betbeeissue date. Where full company data was not
available, values were not recorded and this wieentato consideration in the analysis. The majorit
of the remaining information was collected from gnespectus of the company in conjunction with
Aspect DatAnalysis andSDC databases where appropriate. The end sample tooEE54 initial

public offerings in Australia which listed on theigtralian Stock Exchange at least 7 years pri@i.to

December 2004.

While the quality of the data is paramount to aregtigation, how this data is used is also impdrtan
and so a focus on the testing procedures and ttieodwogy is also warranted. The use of the data to
obtain the factors listed in the hypothesis sedidiows, while a brief explanation of the Cox

proportional hazards model is found in the nextisec
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4.2 THE COX PROPORTIONAL HAZARDS MODEL

This paper uses the Cox proportional hazards ntod=tamine the survival of initial public offerings
This method of survival analysis has been apphestéas such as biomedical science, actuarial
science and some areas of finance (detailed mafitee review). However, since the model will net b
familiar to most readers the opportunity has be&ert to briefly explain the methodology, the
features of this model, and some of the comparatilvantages which it has over other survival

analysis modefs

The probability of survival from one time periodtte next is taken as a function of the force of
mortality or the hazard rate. The hazard rateagéite at which a life alive at time t is deadraket

t + h, where h is a very small time interval. Tl hazard rate can be considered the instantaneous
rate of change from a state of survivor to thesstfithon-survivor. Therefore the lower the force of
mortality the more likely the individual under obgation (in this case the initial public offeringjll

survive.

The model takes the form:

Mt; i) = holt).exp(Bz”)

Where:A (t; z)) = the hazard rate at time t of the life i
Ao(t) = the baseline hazard is a function of t but is irehejent of the covariates. It is the
hazard rate at time t for a life withvalues equal to O.
B =1 x p vector of regression parameter@,, B-. ..., Bp)

z =1 x p vector of covariates (Xi1, Xi, ..., Xip)

Thus the hazard rate at time t of an initial pubfiering is a function of an underlying baseline
hazard function (describing the expected time flarka of the sample of initial public offerings) @a

vector of factors which have been hypothesisedfasteng the time until failure. While some papers

3 This discussion has been adapted from informatioriained in Cox (1972%PSS 13.0 for Windows (2004)
andActEd Sudy Materials: Qubject CT4 (2004).
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have assumed a distribution for the baseline hafarthe purposes of this paper such an assumption
iS not necessary. However, if the absolute valti¢seoforce of mortality were required, then the
baseline hazard would need to be estimated. Tiperpa concerned with relative mortality and
identifying factors which are related to a firmiggival and thus has no intentions of predicting

survival times. This interest in relative mortalieads to the Cox proportional hazards model.

The proportional hazards model takes the form:

A (L z) exppz’)

At z)  expBz)

Put simply the proportional hazards model allowstlie relative mortality of two individuals to be
examined (in this case IPO i and IPO j). As a tasaldvantageously removes the need for any
assumptions about the distribution of the basdiamard because the baseline hazard on the numerator
and denominator cancels out. Since the Cox prapmtihazards model allows fprto be estimated

without any assumption about the distribution & faseline hazard, the model is semi-parametric.

The values for the regression parametgysa(e estimated using an adaptation of the maximum

likelihood technique:

L(B)=N exp@z)

Y expBz’)
Essentially the likelihood equation is the prodoicthe force of mortality of the IPO which dies at
time tj, divided by the total force of mortalityrfthe IPOs which are at risk of dying at time thig’
effectively allows for censored and complete lifetidata to be used in the construction of the model
and this is another advantage of using the Coxgstigmal hazards model. Censoring refers to initial
public offerings which survive for the period oktbbservation, while complete lifetime data reters

those initial public offerings which fail. As a tésthe model makes use of all the duration
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information available. Thus by taking logs and eliéintiating with respect fbthe maximum

likelihood estimate of each of the regression pa&tars is obtained.

The signh and magnitude of these regression paresriaticate the relationship of the covariate to
survival. As stated earlier, the lower the forcerafrtality the more likely it is that an individuaill
survive. Thus, negative valuesffindicate that the ith factor in the model is pagly related to
survival, while a positive value @f will increase the force of mortality and indicat@egative

relationship to survival.

Like all models, model misspecification is a poi@nproblem of the proportional hazards model. To
test this, either a forward or backward step léglihood model is used to determine whether

covariates should be included in the model or not.

5. RESULTS

While the core intention of this paper is the usthe Cox proportional hazard model to determine
whether factors affect survival, it would be remfdfe results were limited to only the model.
Subsequently the information gathered for the sansptlissected, tested and analysed to provide an
insight into initial public offerings, the survivaf initial public offerings and ultimately the fixs

which explain the survival of initial public offengs.

51 DESCRIPTIVE STATISTICS

Table 3 shows the descriptive statistics for thragea of initial public offerings used. It should be

noted that while the majority of the statistics lgggp the 154 firms in the sample, the lack of &alale
financial data for 19 firms must also be acknowksi¢reducing the sample for some characteristics to
135). It should be noted that because a dummigiblaris used for some of the factors, the mean for
these factors should be interpreted as the pegeatafirms in the sample, for which this

characteristic is present. This applies to theofacthe attachment of options to the offer, unditew

backing, the use of an auditor in the big 5 ancctassification of the chairman as a non-executive.
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The median age of firms in the sample is 3.5 yaadsthe median size of the offering is $8 million
indicating that the majority of initial public offiags in Australia are relatively young and smélis

also interesting to note that the percentage ofeosimp retention is around 50% and hence majority
control of the company on average is retained byotinginal owners. While the type of offering does
vary amongst the sample of the 154 firms, 22% lugpi®ns attached to their shares to raise additiona
capital at a later date, while 76% use an undegwahd 56% have an auditor which is one of thebbig
accounting firms. The cost of issuing also apptale relatively high as a percentage of offer
proceeds, while the average firm has an interialofreturn of around 5.5% (E/P ratio) and a

forecast dividend yield of 2.7%.

It is also interesting that the corporate govereaactors do not all comply with the ASX
recommendations for good governance. ConsistehtDat Silva Rosa, 1zan and Lin (2004) the
majority of initial public offerings have less th#re implied recommendation of a minimum number

of 6 directors. The mean number of directors ishdlenonly 25% of initial public offerings have more
than the recommended 6 directors on the board. Hew67% do have a non-executive chairman and
the majority of firms have a board which could besidered independent, on which the non-
executive directors outnumber the executive dirsabm the board. While it is not compulsory for

firms to follow the ASX best practice recommendasidt is required that the company address each of
the breaches in their annual report. This transgreneans that for many initial public offeringe th
perceived benefits associated with corporate gave® have been outweighed by the cost of

compliance.

Another noticeable feature of the descriptive st@s is that for many of the factors there issdinict
difference between the mean and the median. Spobrn@unced difference suggests that the collected
data is skewed and not symmetric. The implicatmfrthis is that since the characteristics of theagi
listing do not conform to a tight spread, it is gibte that differences in these characteristics haase

some explanatory power regarding the likelihood &rm survives. When analysing the
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characteristics of survivors and non-survivors libthdifference in means and medians is testedth (bot
are non-parametric tests) to ensure that this skams not affect the results and conclusions about
which factors influence survival (seen later).Tleids onto the next step of the analysis; the galrvi

of initial public offerings.

5.2 THE SURVIVAL OF INITIAL PUBLIC OFFERINGS

Diagram 1 shows the cumulative probability of suaviof the 154 firms in the sample, from the time
of issue (time 0) to time 7 (the time at whichadkervations still alive are censored), and a
breakdown of deaths by year of age is shown inddbllhe life table indicates that of the 154 firms
in the sample 44 are classified as non-survivorad®/7 while 31 are classified as non-survivors by
age 5. This corresponds to probabilities of 20%28% that a firm will effectively fail within 5 and

years of listing, respectively.

While the descriptive statistics for survivors ammh-survivors at time 5 and time 7 are discussed in
more detail later, the high failure rate observadliese Australian initial public offerings is not
unusual when compared to previous research, anel ihieause for argument that it is an
improvement. The rate of failure compares favoyréblthe results of Lee, Taylor and Walter (1996)
who found that 17% of Australian firms listed beenel 976 and 1989 did not survive more than 3
years. For American firms listed between 1977 &@®D1Jain and Kini (1999) found that 31% of

initial public offerings did not survive more tharyears.

A breakdown of the sample by industry provides &oldal information about survival and also
complements the descriptive statistics. From T&btes evident that the sample covers 20 different
industries. The statistics show that non-surviaesnot evenly distributed among the industriet) wi
80% of real estate firms and two thirds of agriatdt firms failing within 7 years. While this unave
distribution provides some support that industrg factor which impacts on survival, the limitation
the interpretation of these statistics is the sswihple size of each industry. These small sangde s

leads to the control for industry being limitedrdustries for which there are at least 10 firms.aA
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result, the inclusion in the model of a naturabtese, manufacturing, business services
(Pers/Bus/Rep Svc), and financial (Commercial bémdyrance, Investment Bank, Investment Fund,

and Other Finance) industry variable is used tdrobfor industry effects.

The reason why a firm is delisted is also of impoce and a breakdown of non-survivors after 7 years
by reason is shown in Table 6. It should be ndtad half of the firms delisted were taken overs It
assumed that a takeover is considered an indioatorderperformance because the new management
believe that they can better utilize the resouesekincrease the value of the acquired firm. Tis i
supported by Trimbath, Frydman and Frydman (20019 feund that there is a positive relationship
between the risk of takeover and cost inefficienicAgpart from losing their corporate identity itsha

also been found that firms which merge experieradiming stock prices prior to a merger

(Welbourne and Andrews, 1996). Another interestagylt is the fact that only 2 of the 44 firms were
delisted due to voluntary reasons (entity’s reqaesttransfer to another exchange). Companies which
are taken over, merge or delist voluntarily havbegia potential upside, or return some money back
to investors and allow incurred losses to be redlislowever, it is likely that investors in firmdieh
delist because of a failure to pay listing fees, lmuidated or are suspended from trading williinc

far greater losses and these reasons accoungfoertiaining 30% of the non-survivors. With the
exception of the firms which delist voluntarily, derperformance of the remaining non-survivors is

highly likely and as a result this emphasises #éhevance of survival analysis.

It is also important to note that because more 8tafirms are classified as non-survivors by ages 5
and 7, this adds credibility to any comparisons eraetween survivors and non-survivors. A

comparison of the descriptive statistics is theioof the next section.

5.3 DIFFERENCES BETWEEN SUVIVORS AND NON-SURVIVORS
Tables 7 and 8 show the descriptive statistich®fitms classified as either survivors or non-
survivors at times 5 and 7. However, in order to @& insight into whether the factors listed affec

survival, the differences between the two sample®interest. As noted earlier the descriptive
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statistics of the whole sample show a significaffieence between the mean and the median for each
of the factors, and it is this lack of conformityd tight spread which indicates that the factoay m
influence survival. To test for differences in ttfearacteristics of the two populations, a diffeeentc
mean and a difference in median test are conduBt&ti. tests are non-parametric and therefore do not
rely on the assumption that both of the populatemesnormally distributed. The Kruskal Wallis test

for difference in means detects differences irridlistion location while the Median test, tests for
differences in distribution location and distritmrtishape between the two samples (Webster, 1995).
The results of these tests are presented in TaplE3, 11 and 12 but they should be examined in
conjunction with the descriptive statistics forvguors and non-survivors (Tables 7 and 8) to

determine the nature of the significant differences

The comparison of the survivors and non-survivortge 5 yields significant results for the
difference in means for offer price, the numberigi factors, the value of total assets and therkeye
variable. At the same time, the difference in mesliis found to be significant at the 10% level or
better for the offer price, the issue costs vaeatile earnings price ratio, number of risk facgttre
value of total assets and the degree of leverabiedactors listed, those which are significamt f

both tests are of greater interest because théhbcel that they affect survival is greater.

While at time 5 the offer price variable is sigo#t for both tests, the results are inconclusbaut
whether the variable affects survival. This is hseawhile the difference in the mean offer price of
the survivors and non-survivors is positive (coesiswith the hypothesis that offer price is pesily
related to survival), the difference in medianseagative (contrary to the hypothesis that offeceis
positively related to survival). The number of rigktors is also significant for both tests and the
negative difference between the mean and mediaargivors and non-survivors is consistent with
the hypothesis that the number of risk factorgdish the prospectus is a legitimate measure bf ris
and hence has a negative influence on a firm’'sigairvt is also interesting to note that while the
value of total assets is significant for both teie difference between the mean and median of

survivors and non-survivors is negative. This reisutontrary to the expectation that firm sizewdtlo
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have a positive affect on survival, suggestingaadtthat smaller firms are more likely to survivart
larger firms. An examination of the leverage ratiche survivors and non-survivors suggests that th
mean and median level of long term debt is lessdiovivors than non-survivors, which is consistent
with the hypothesis that high levels of debt ach agarning mechanism of potential bankruptcy (Platt

1995).

The comparison between survivors and non-survigbtene 7 also finds that there is a significant
difference between the mean and medians of thgtaups for the number of risk factors, the value
of total assets and the degree of leverage aintteedf listing. Consistent with the results at tifnthe
mean and median of non-survivors for the numbers&ffactors, the leverage ratio and firm size
exceeds the corresponding statistics for the sargwoup. Again, the results are consistent with th
hypothesis that the number of risk factors listethe prospectus is negatively related to survivhis
is justified because riskier firms are more likeysuffer operational losses which over time widde
their asset base and financial resources. Thidt iesalso consistent with the relationship fouryd b
Hensler, Rutherford and Springer (1997) and BhabhPettway (2003). It is also possible that a
negative relationship exists between the levebo§lterm debt and survival, which is consistenhwit
the costs associated with financial distress, dlsasehe increased risks of bankruptcy. Howeusds, i
again found that contrary to expectations, firnesimy be negatively related to survival. This resul
contradicts the hypothesis that larger firms hageeater asset base and thus are better able tbevea

tougher economic periods or recover from mistakestrategy or direction.

These results provide evidence that the numbaslofactors, the size of the firm (value of total
assets), and the leverage of a firm provide a agistinguish between firms likely to survive for
more than 5 or 7 years. It must be noted thatefithfactors tested only 3 factors are found to be
consistently different. The results should alsarbated tentatively because they do not reflect all
available information about the sample. For exangifeerences in industry have not been considered
while no differentiation is made between a firm @rhlives for 4.5 years and 5 years (because beth ar

included in the non-survivor group at time 5). & proportional hazards model in the next section
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will include an industry variable and will also &into account the order of death, and consequently

should provide more definitive results about whattors affect survival.

54 FACTORS WHICH INFLUENCE SURVIVAL

The methodology of the Cox proportional hazards ehbds already been discussed in this paper and
consequently this section will focus on the intetation of the results. It should however be ndbed
because financial data was not available for I8djrthis has reduced the sample tested using the
model to 135 firms. It is not expected that thidl hvave a drastic effect on the results, howevatils
must be acknowledged. As a relative indicatiorneféffect on survival probabilities, 24 firms otit o
135 die within 5 years (about 18%) and 36 die withiyears (about 27%) compared to probabilities of

20% and 29% of failure within 5 and 7 years forfilesample of 154 firms.

The results of the Cox proportional hazards modepaesented in Table 13 (with censoring of
survivors occurring at time 5) and Table 14 (whgelmsors survivors at time 7). The purpose of the
two censoring times is to check the permanencygffactors found to be significant. Since model
misspecification is a concern 4 models are showeath of the tables. Model 1 represents the Cox
proportional hazards model with 14 factors which available in the prospectus at the time of Igstin
Model 2 adds industry variables to model for fircisssified as belonging to the natural resource,
finance, business services or manufacturing inghss{the process of deciding which industries to
include has been discussed in an earlier parteopéiper). Model 3 includes the financial
characteristics obtained from the first full seaohual reports. Model 4 is the model of bestverall
as determined by SPSS using a backward likelihatd technique to minimize the overall

significance level of the model.

An examination of the overall significance of thedels at ages 5 and 7 show that the inclusion of
industry factors and the financial characterissgsistified. For the models where survivors are
censored at time 7, the level of significance impsofrom over 35% (Model 1) to about 0.7% (Model

3) while for the models where survivors are cerdateime 5 the overall significance improves from
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78% (Model 1) to about 16%. However, the modeladthit (Model 4) for both censoring scenarios is
far below the 1% level of significance. Such a lewel of significance supports the credibility bt

results of Model 4 and as a result it is the factocluded in this model which are of most value.

Model 4 for the scenario in which survivors aresmered at time 5 produces 4 factors which are
significant at a 10% or lower level of significaneeile the model of best fit for survivors censbed
time 7 produces 7 factors considered significahe 3ize of the offering and the size of the firmdf

total assets) and the industry variables; natesdurce and finance are common to both.

As indicated by the negative value of Bieoefficient and a relative hazard rate valuexg(B) being
less than 1 the size of the offering is negativelgted to the likelihood of failure. This relat&ip is
consistent with the hypothesis that the size obffering should be positively related to survival
because larger offerings are a signal of markeiidemce. After all, it is harder to raise a largeaunt
of capital for a company unless there is strongster support. This is consistent with the findiogs

Hensler, Rutherford and Springer (1997).

It is also evident that firms classified as beloggio the natural resource or finance industries ar
more likely to survive than initial public offerisgn other sectors. The result that natural regsuace
more likely to survive than other firms is suppeetpf the relevance of the mining industry in the
Australian economy and the relationship betweewnigalrand performance. An examination of the
post-issue performance of Australian industrial $#Qund evidence that they under-perform (Lee,
Taylor and Walter, 1996), while it has been foulmat tAustralia mining IPOs consistently outperform
the market (How, 2000). This implies that investdos whom survival is important, should choose

firms in the finance or mining industry.

The number of risk factors listed in the prospeetas foreshadowed by the difference in means and
medians tests as being a factor which impacts oivsll Thus the indication that it is a signifi¢an

factor in the proportional hazards model is nopsaimg. Consistent with expectations, the numiser o
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risk factors is negatively related to survival, dnid supports the notion that the number of raitdrs
is a worthy proxy for the risk of a firm. Firms Wit bigger list of risk factors are more likelyimour
operational losses over time, which will erodethkie of the firm and lead to the firm’'s eventual
demise. The high information value of the risk éactection in the prospectus is consistent with the
finding for American IPOs of Hensler, Rutherforddg®pringer (1997) and Bhabra and Pettway

(2003).

Dividend yield is also found to be strongly poslivrelated to survival. The fact that it is sigeamnt

in the model which censors survivors after 7 yeansl, not in the model which censors survivors after
5 years, may enhance the value of the factor &sdégator of long term survival. If a firm forecadb
pay a dividend in its first year this means thag inaking a profit from the beginning of its pub}i
traded life. However, it may also mean that bec#lusdirm is established and stable there is adithi
amount of growth opportunities. In terms of minim@risk, profitability and stability are favourabl
characteristics. Therefore, the evidence presdmes strongly suggests that the forecast dividend

yield of an initial public offering provides valulghinformation.

It is also worth noting that contrary to expectasipunderwriter backing is negatively related ® th
survival of IPOs. The negative relationship betwi#enuse of an underwriter and survival should be
treated carefully because it may be explained byriability of the variable to differentiate betwes

reputable underwriter and not so reputable undessri

The negative relationship between the value of tgsets and survival is also contrary to
expectations; however the result was foreshadowsddglthe difference in means and medians tests.
The difference in mean and median tests were bmkparametric and do not rely on the assumption
that both of the populations are normally distrdzitCombining the tests, essentially tests for
differences in the distribution location and distition shape between the two samples. Both tests
found that a significant negative difference existbnveen the mean and median value of total assets

of survivors and non-survivors, at times 5 andubsgquently, the robustness of the negative

31



relationship between firm size and survival is aonéd by the results of the Cox proportional hagard

model.

The results of the survival analysis indicate #@nhe of the information available at the time sfitig

is valuable to investors concerned with the duratibtheir investment. However, the implications to
the decisions of owners and management of factbrshvare not significant should also be
considered. For example, such factors as the atipedirm at offering, the attachment of options,
ownership retained and the board composition chanatics are found to have an insignificant effect
on survival. This suggests that there is no optismgg to list, offer structure, ownership structuare,

corporate structure to ensure survival.

6. CONCLUSION

In this study, the survival of Australian IPOs whiodged prospectuses in 1995, 1996, or 1997 is
examined. It is found that there is high failureeramong Australian IPOs with 20% and 29% of firms
delisting within 5 and 7 years of the date of isSttee majority of firms delist for reasons assaaiat
with under-performance and this strengthens thatingé relationship between survival and

performance.

The value of the information available close t@abthe time of listing is tested using the Cox
proportional hazards survival model. The resultggest that the size of the offering and the forecas
dividend yield are positively related to survivahile the number of risk factors listed in the
prospectus is negatively related to survival. Finmhe finance or natural resource industriesadse
more likely to survive than other firms. There isoasome evidence to suggest that contrary to
expectations, the size of the firm (as measuretay assets) and the use of an underwriter are
negatively related to survival. However, furthesearch is needed to explain why firms with a lot of
assets are more likely to fail. Meanwhile, theididion between underwriters based on reputation

may also be helpful in explaining the result.
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The main hypothesis that information available pti or at the time of listing does not affect the
relative mortality of Australian IPOs, is rejecteslsed on these results of significance. However, it
must be noted that many of the factors relatinfiy o characteristics, offer characteristics, finghc
characteristics and corporate governance charstatsrivere found to have no significant impact on

survival.

The implications of these results to investorstha¢ they should invest in firms which have a low
number of risk factors, a large offer size, a fastaividend yield for the first full year aftesigee and
which are either in the finance or natural resoimdestries. Based on this choice it is suggedtat t
the survival criteria of the buy and hold investingtnategy should be met. While survival and
performance are related, the nature of the relstiipncan be investigated further. An examination of
the adjusted buy and hold returns after 5 years7arehrs for survivors and non-survivors would
serve as a worthy complement to this paper. It dialdo be interesting to determine whether the

factors found to affect survival also affect invaent returns.

The implications of the results of this paper anpartant for owners and managers. Factors such as
age of the firm at offering, the level of retair@anership, the attachment of options, the number of
directors, the use of a non-executive chairmanta@ddependence of the board of directors, are all
found to have an insignificant impact on survividhis suggests that there is no optimal age to list,

offer structure, ownership structure, or corposdtacture to ensure survival.

It would be imprudent to declare that after takioge of the size of the offering, the size of tinenf
the industry of the firm, the forecast dividendigiand the number of risk factors, the investorudtho
dispose of the prospectus. Further research, gestid an expanded sample size may yield a robust

confirmation of this conclusion.
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TABLE 1

The Expected Relationship of Survival with Time Ingpendent Factors

Factor

Expected relationship to survival

Age at Offering

+

Offer Price

Size of the Offering

Ownership Retained

++ ]+

Attachment of Options to the Offer

Underwriter Backing

4+ |

Issue Costs as a Percentage of the Offer Proceeds

Auditor in the Big 5

4+ |

Earnings to Price Ratio

Forecast Dividend Yield

4+ |

Number of Risk Factors in the Prospectus

Non-Executive Chairman

Number of Directors (Including Chairman)

Percentage of Independent Directors

Industry

NIES RS EN N

Leverage

Profitability

Size of the Firm (Total Assets)

Tangibility of Assets

Total Asset Turnover

+H [+ +]
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TABLE 2
Definitions of factors used

Factor Definition

The difference between the year in which the prosewas lodged

Age at Offering and the year in which the company was founded.

The offer price listed in the prospectus, or thdpoint of the price
range.

Offer Price

The size of the offering listed in the prospectushe minimum

Size of the Offering subscription amount.

The difference between the market capitalizatiothefcompany
Ownership Retained after listing and the size of the offering, divideglthe market
capitalization of the company after listing.

Attachment of Options to the A value of 1 was attributed to offerings which tadions attached,
Offer =1 and a value of 0 otherwise.

Initial public offerings which had an underwritecorded a value o

Underwriter Backing = 1 1 and a value of 0 otherwise.

Issue Costs as a Percentage

of the Offer Proceeds The ratio of the issue costs of the offering toglze of the offering.

Initial public offerings which had an auditor begpng to one of the
Auditor inthe Big5 =1 Big 5 Accounting firms recorded a value of 1, ancalue of O

otherwise.
Earnings to Price Ratio The ratio of the forecast full year earnings to the offer price.
Forecast Dividend Yield The ratio of the forecastffull year dividends to the offer price.

Number of Risk Factors in

The number of risk factors listed in the prospectus
the Prospectus

Non-Executive Chairman = If the Chairman listed in the prospectus is a nogeative director

1 then a value of 1 is recorded, and a value of éretise.
Number of Directors The number of directors (including the Chairmasfed in the
(Including Chairman) prospectus.
Percentage of Independent The ratio of the number of non-executive directorthe number of
Directors directors, as listed in the prospectus.
Industry The industry of the IPO according to ti¥CSdatabase.
The ratio of Long Term Debt to Total Assets for finst available
Leverage full year results after listing. Taken from Aspeétintley Financial
Analysis.
Profitability The ratio of EB!T to Total Assets for the first éiablg _fuII year
results after listing. Taken from Aspect Huntlepdcial Analysis.
Size of the Firm (Total The total assets of the firm according to the ngtilable full year
Assets) results after listing. Taken from Aspect Huntlepdicial Analysis.
The ratio of the value of Plant, Property and Emenpt to Total
Tangibility of Assets Assets according to the first available full yegsults after listing.

Taken from Aspect Huntley Fin Analysis.

The ratio of Total Revenue to Total Assets forfttet available full
Total Asset Turnover year results after listing. Taken from Aspect HeytFinancial
Analysis.
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TABLE 3. Descriptive Statistics

Statistics
N Percentiles
Variables Valid Missing Mean Median Minimum Maximum 25 50 75
Age at Offering 154 0 15.0130 3.5000 10000 157.0000 1.0000 3.5000 14.0000
Offer Price 154 0 $4.25 $.50 $.20 $500.00 $.25 $.50 $1.20
Size of Offering 154 0 $179007818 $8,000,000.00 $1000000 $14,582,146,892 $4000000 $8,000,000.00 $47,150,000.00
In (Size of Offering) 154 0 $16.4771 $15.8950 $13.8155 $23.4031  $15.2018 $15.8950 $17.6683
Ownership Retained 154 0 4957 5078 .0000 9952 3518 5078 6776
gtftfaecrhzmlem of Options to the 154 0 22° .00 0 1 .00 .00 .00
Underwriter Backing = 1 154 0 762 1.00 0 1 1.00 1.00 1.00
';Stf]‘z %Cf’fséf Sfoac‘ei%femage 154 0 0914 0781 .0000 7302 .0439 0781 .1058
Auditor in the Big 5 = 1 154 562 1.00 0 1 .00 1.00 1.00
Earnings to Price Ratio 154 0546 .0340 -1200 2340 .0000 .0340 11093
Forecast Dividend Yield 154 0274 .0000 .0000 1400 .0000 .0000 0549
Eforzs:&ﬁfsms‘( Factors in the 154 0 11.38 11.00 0 30 7.00 11.00 14.00
Non-Executive Chairman =1 154 0 672 1.00 0 1 .00 1.00 1.00
gﬁg:’nf;g; Directors (including 154 0 5.11 5.00 3 12 4.00 5.00 6.00
Bﬁreccetgtrzge of Independent 154 0 5636 6000 .0000 1.0000 4821 6000 7500
Leverage 135 19 0763 0074 .0000 6482 .0000 0074 0788
Profitability 135 19 -.0168 0000  -1.4062 5088 -.0503 .0000 0597
Size of the Firm (Total Assets) 135 19 $649905865 $24180000.00 $340,000 $32,966,000,000 $7098909 $24,180,000.00 $128853000.00
In (Total Assets) 135 19 $17.3312 $17.0010  $12.7367 $24.2187  $15.7755 $17.0010 $18.6742
Tangibility of Assets 135 19 2336 1142 .0000 9712 .0160 1142 3531
Total Asset Turnover 135 19 5006 1195 .0000 8.1638 0154 1195 4767

a. The mean should be interpreted as the percentage of firms in the sample for which this characteristic is present
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This diagram shows the proportion of IPOs in the sample (issued at time 0) which survive to a time in
the future (where the time in the future takes a maximum value of 7 years). The table below gives a
breakdown of sunaval by year since the date of issue. it details the proportion of IPOs which survive

from the start of each year to the end of each year as well as the proportion of IPOs which have

sunived since time 0.

TABLE 4. Life Table

Std. Error of

Cumulative Cumulative
Number Number Number Number of Proportion Proportion Std. Error of Std. Error
Interval Entering Withdrawing Exposed Terminal Proportion Proportion Surviving at Surviving at Probability Probability Hazard of Hazard
Start Time Interval during Interval to Risk Events Terminating Surviving End of Interval  End of Interval Density Density Rate Rate
0 154 0 154.000 0 .00 1.00 1.00 .00 .000 .000 .00 .00
1 154 0 154.000 5 .03 .97 .97 .01 .032 .014 .03 .01
2 149 0 149.000 8 .05 .95 .92 .02 .052 .018 .06 .02
3 141 0 141.000 10 .07 .93 .85 .03 .065 .020 .07 .02
4 131 0 131.000 .06 .94 .80 .03 .052 .018 .06 .02
5 123 0 123.000 .07 .93 .75 .04 .052 .018 .07 .02
6 115 0 115.000 .04 .96 71 .04 .032 .014 .04 .02
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TABLE 5. Status at Time 7: Breakdown by Industry

Status at Time 7

Survivor Non-Survivor Total
% within % within % within
Count Industry Count Industry Count Industry
Industry  Agriculture 1 33.3% 2 66.7% 3 100.0%
Commercial Bank 1 50.0% 1 50.0% 2 100.0%
Construction 5 71.4% 2 28.6% 7 100.0%
Gas Distribution 1 100.0% 0 .0% 1 100.0%
Healthcare 1 50.0% 1 50.0% 2 100.0%
Insurance 0 .0% 1 100.0% 1 100.0%
Investment Bank 4 100.0% 0 .0% 4 100.0%
Investment Fund 2 100.0% 0 .0% 2 100.0%
Leisure 4 57.1% 3 42.9% 7 100.0%
Manufacturing 11 68.8% 5 31.3% 16 100.0%
Natural Resource 51 83.6% 10 16.4% 61 100.0%
Other Finance 6 60.0% 4 40.0% 10 100.0%
Pers/Bus/Rep Svc 9 75.0% 3 25.0% 12 100.0%
Radio/TV/Telecom 1 50.0% 1 50.0% 2 100.0%
Real Estate 1 20.0% 4 80.0% 5 100.0%
Restaurant/Hotel 2 50.0% 2 50.0% 4 100.0%
Retail 4 100.0% 0 .0% 4 100.0%
Telephone Commun 2 40.0% 3 60.0% 5 100.0%
Transportation 3 75.0% 1 25.0% 4 100.0%
Wholesale 1 50.0% 1 50.0% 2 100.0%
Total 110 71.4% 44 28.6% 154 100.0%
TABLE 6. Non-Survivors at Time 7: Reasons for Delis  ting

Cumulative
Frequency Percent Valid Percent Percent
Entity's Request 1 2.3 2.3 2.3
Failure to pay listing fees 4 9.1 9.1 114
Liquidation 2 4.5 4.5 15.9
Merger 7 15.9 15.9 31.8
Suspended 7 15.9 15.9 47.7
Takeover 22 50.0 50.0 97.7
Transfer to another exchange 1 2.3 2.3 100.0

Total 44 100.0 100.0
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TABLE 7. Descriptive Statistics at Time 5: Survivor s vs Non-Survivors

Status at Time 5

Survivors Non-Survivors Total
Variables Mean Median Mean Median Mean Median

Age at Offering 123 14.3902 4.0000 31 17.4839 2.0000 154 15.0130 3.5000
Offer Price 123 $4.86 $.50 31 $1.83 $1.00 154 $4.25 $.50
Size of Offering 123 $212,228,146.64  $8,000,000.00 31 $47,198,129.01 $10,120,000.00 154  $179,007,818.41  $8,000,000.00
In (Size of Offering) 123 $16.4650 $15.8950 31 $16.5251 $16.1300 154 $16.4771 $15.8950
Ownership Retained 123 4814 5056 31 5522 5867 154 4957 5078
gtftfae‘imle”t of Options to the 123 2358 .0000 31 1613 .0000 154 2208 .0000
Underwriter Backing = 1 123 7480 1.0000 31 8065 1.0000 154 7597 1.0000
'cf}siﬁi %‘;’fgf;‘; gepez;ce”tage 123 .0893 0816 31 .0995 .0600 154 0914 0781
Auditor in the Big 5 = 1 123 5528 1.0000 31 6129 1.0000 154 5649 1.0000
Eamnings to Price Ratio 123 0526 .0000 31 0625 .0500 154 0546 .0340
Forecast Dividend Yield 123 0270 .0000 31 0294 .0250 154 0274 .0000
';:‘;;S:;;;Ris" Factors in the 123 10.93 10.00 31 13.13 12.00 154 11.38 11.00
Non-Executive Chairman = 1 123 6667 1.0000 31 6774 1.0000 154 6688 1.0000
zl:gub dﬁ;;’fgng;:’;) 123 5.0488 5.0000 31 5.3548 5.0000 154 5.1104 5.0000
Percentage of Independent

Directors 123 5764 .6000 31 5130 .6000 154 5636 .6000
Leverage 111 .0689 .0007 24 1107 .0404 135 0763 .0074
Profitability 111 -0215 .0000 24 .0046 .0103 135 -.0168 .0000
Size of the Firm (Total Assets) 111  $461,437,098.16 $18,882,000.00 24 $1521573911.63 $54,567,500.00 135  $649,905,865.00 $24,180,000.00
In (Total Assets) 111 17.1737 16.7537 24 18.0597 17.7637 135 17.3312 17.0010
Tangibility of Assets 111 2350 1044 24 2273 1563 135 2336 1142
Total Asset Turnover 111 4707 1183 24 6392 1736 135 5006 1195




TABLE 8. Descriptive Statistics at Time 7: Survivor

s vs Non-Survivors

Status At Time 7

Survivors Non-Survivors Total
Variables Mean Median Mean Median Mean Median
Age at Offering 110 15.0273 4.0000 44 14.9773 2.0000 154 15.0130 3.5000
Offer Price 110 $5.35 $.50 44 $1.49 $1.00 154 $4.25 $.50
Size of Offering 110 $232,153,299.86  $8,000,000.00 44 $46,144,114.79  $10000000.00 154  $179,007,818.41  $8,000,000.00
In (Size of Offering) 110 $16.4894 $15.8950 44 $16.4463 $16.1181 154 $16.4771 $15.8950
Ownership Retained 110 4738 5022 44 5502 5677 154 4957 5078
gtftfzfinlem of Options to the 110 2455 .0000 44 1591 .0000 154 2208 .0000
Underwriter Backing = 1 110 7364 1.0000 44 8182 1.0000 154 7597 1.0000
iiseugfi?séfoiz dzercemage of 110 .0895 .0808 44 .0961 .0678 154 .0914 .0781
Auditor in the Big 5 = 1 110 5636 1.0000 44 5682 1.0000 154 5649 1.0000
Earnings to Price Ratio 110 0536 .0000 44 0572 .0498 154 0546 .0340
Forecast Dividend Yield 110 .0280 .0000 44 0261 .0000 154 0274 .0000
'F\,';JOZS:&TSRBK Factors in the 110 10.58 10.00 44 13.36 12.50 154 11.38 11.00
Non-Executive Chairman =1 110 6727 1.0000 44 6591 1.0000 154 6688 1.0000
('\:'ngnf;r‘?)f Directors (including 110 5.0636 5.0000 44 5.2273 5.0000 154 5.1104 5.0000
Eﬁf;gige of Independent 110 5813 .6000 44 5195 .6000 154 5636 .6000
Leverage 99 0657 .0000 36 1057 .0268 135 0763 .0074
Profitability 99 -.0194 .0000 36 -.0097 .0015 135 -.0168 .0000
Size of the Firm (Total Assets) 99  $502,836,555.13 $18400000.00 36 $1054346467.14 $37367500.00 135  $649,905,865.00 $24180000.00
In (Total Assets) 99 $17.1523 $16.7279 36 $17.8231 $17.4363 135 $17.3312 $17.0010
Tangibility of Assets 99 2373 1044 36 2236 1193 135 2336 1142
Total Asset Turnover 99 4971 1098 36 5102 2214 135 5006 1195
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TABLE 9. Kruskal-Wallis Diffference in Means at Tim
Non-Survivors

e 5: Survivors vs

Chi-Square df  Asymp. Sig.
Age at Offering .170 1 .680
Offer Price 5.255 1 .022
Size of Offering 222 1 .638
Ownership Retained 1.691 1 .193
gtftfaeih:mlent of Options to the 793 1 373
Underwriter Backing =1 461 1 497
e A ams 1 e
Auditor in the Big5=1 .361 1 .548
Earnings to Price Ratio 1.150 .284
Forecast Dividend Yield 448 1 .503
IF\)I:JOnSw’l))sétﬁfSRlsk Factors in the 3,282 1 070
Non-Executive Chairman =1 .013 1 .910
lc\lzﬁg;:ﬁras; Directors (including 1127 1 288
Etierl;ec:tgtrzge of Independent 472 1 492
Leverage 4.755 1 .029
Profitability .140 1 .708
Size of the Firm (Total Assets) 4.388 1 .036
Tangibility of Assets .005 1 .945
Total Asset Turnover 1.448 1 .229

a. Kruskal Wallis Test

TABLE 10. Medians Test for Difference in Medians at

Time 5: Survivors vs Non-Survivors

Asymp.
N Median Chi-Square df Sig.
Age at Offering 154 3.50 .040 1 .841
Offer Price 154 $.5000 4.559 1 .033
Size of Offering 154  $8000000 1.362 1 .243
Ownership Retained 154 .508 .040 1 .841
gtftfae(;hzmlent of Options to the 154 00 708 1 372
Underwriter Backing = 1 154 1.00%
1;5::]‘2 %‘;fsetf ;foiezedrscemage 154 0781 4.887 1 027
Auditor in the Big 5 = 1 154 1.00%
Earnings to Price Ratio 154 .0340 4.887 1 .027
Forecast Dividend Yield 154 .0000 1.215 .270
Eforzss&ﬁstiSk Factors in the 154 11.0000 6.098 1 014
Non-Executive Chairman =1 154 1.00%
gﬁgfne];g; Directors (including 154 5.00 1.029 1 310
gierr;cetgtrzge of Independent 154 6000 002 1 964
Leverage 135 .0074 5.250 1 .022
Profitability 135 .0000 .240 1 .624
Size of the Firm (Total Assets) 135 24180000 3.389 1 .066
Tangibility of Assets 135 1142 .240 1 .624
Total Asset Turnover 135 1195 .240 1 .624

a. All values are less than or equal to the median. Median Test cannot be performed.

43




TABLE 11. Kruskal-Wallis Difference in Means at Tim

Non-Survivors

e 7: Survivors vs

Chi-Square df  Asymp. Sig.
Age at Offering 1.552 1 .213
Offer Price 2.436 1 119
Size of Offering .018 1 .893
Ownership Retained 2.416 1 .120
gtft:;h:mfnt of Options to the 1354 1 245
Underwriter Backing =1 1.145 1 .285
e a1
Auditor inthe Big5 =1 .003 1 .959
Earnings to Price Ratio .365 1 .545
Forecast Dividend Yield .024 1 .877
l;lrorzsstr:ttstlsk Factors in the 7566 1 006
Non-Executive Chairman =1 .026 1 .871
’(\l;ﬁgrbrﬁ;?)f Directors (including 947 1 330
g(iergzcetgzge of Independent 1293 1 256
Leverage 4.191 1 .041
Profitability .062 1 .804
Size of the Firm (Total Assets) 3.556 1 .059
Tangibility of Assets .022 1 .881
Total Asset Turnover .962 1 327

a. Kruskal Wallis Test

TABLE 12. Median Test for Difference in Medians at ~ Time 7: Survivors vs Non-Survivors

Median
(whole Asymp.

N sample)  Chi-Square df Sig.
Age at Offering 154 3.50 2.036 1 .154
Offer Price 154 $.5000 2.190 1 .139
Size of Offering 154 $8,000,000.00 .842 1 .359
Ownership Retained 154 .508 1.145 1 .285
Attacrlment of Options to the 154 00 1363 1 243
Offer =1
Underwriter Backing =1 154 1.002
Issue Costs as a Percentage
of the Offer Proceeds 154 .0781 1.145 1 .285
Auditor in the Big5 =1 154 1.002
Earnings to Price Ratio 154 .0340 3.182 1 .074
Forecast Dividend Yield 154 .0000 .597 1 .440
Number of Risk Factors in 154 11.00 13.612 1 000
the Prospectus
Non-Executive Chairman = 1 154 1.00?
Number of Directors 154 5.00 775 1 379
(including Chairman)
Pgrcentage of Independent 154 600 948 1 330
Directors
Leverage 135 .0074 3.993 1 .046
Profitability 135 .0000 .003 .959
Size of the Firm (Total 135 24180000 2.589 1 108
Assets)
Tangibility of Assets 135 1142 .003 .959
Total Asset Turnover 135 1195 1.488 1 .223

a. All values are less than or equal to the median. Median Test cannot be performed.
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TABLE 13. Cox Proportional Hazards Model with Censo  ring at Time 5: Factors which Impact on Survival

A value of the coefficient B which is negative reduces the hazard rate and indicates that the factor is positivel related to survival, while a positive value of B indicates that the factor is negatively related to survival. The relative hazard rate
value is represented by Exp(B). Alternatively an Exp(B) which is less than 1 indicates that the factor is positively related to the likelihood of survival, while an Exp(B) which is greater than 1 indicates a negative relationship to survival.

Model 1 Model 2 Model 3 Model 4
Variables B Sig. Exp(B) B Sig. Exp(B) B Sig. Exp(B) B Sig. Exp(  B)
Age at Offering 0.0032 0.7392 1.0032 -0.0002 0.9794 0.9998 -0.0036 0.7299 0.9964
Offer Price -0.0084 0.8160 0.9917 -0.0098 0.8374 0.9903 -0.0105 0.8159 0.9896
In (Size of Offering) -0.0327 0.8637 0.9678 -0.1587 0.4636 0.8532 -0.9046 0.0279 0.4047 -0.4078 0.0310 0.6651
Ownership Retained 0.9168 0.4035 2.5012 0.0938 0.9324 1.0984 -1.2788 0.3347 0.2784
Attachment of Options to the Offer = 1 -0.6884 0.3059 0.5024 -0.3576 0.6198 0.6994 -0.5639 0.4720 0.5690
Underwriter Backing = 1 0.8568 0.1814 2.3556 1.1131 0.1026 3.0439 1.0801 0.1262 2.9451
Issue Costs as a Percentage of the Offer Proceeds 0.9298 0.6995 2.5339 -0.5383 0.8474 0.5837 -4.0958 0.2560 0.0166
Auditor in the Big5=1 0.1083 0.8115 1.1143 0.1110 0.8157 1.1174 -0.0943 0.8672 0.9100
Earnings to Price Ratio 0.6784 0.8854 1.9707 -2.1881 0.6277 0.1121 -2.6335 0.6181 0.0718
Forecast Dividend Yield 1.7411 0.8318 5.7035 -4.6043 0.5901 0.0100 -5.6460 0.5439 0.0035
Number of Risk Factors in the Prospectus 0.0375 0.4154 1.0382 0.0276 0.5428 1.0280 -0.0124 0.7992 0.9876
Non Executive Chairman = 1 0.5409 0.3279 1.7176 0.5244 0.3582 1.6894 0.5903 0.3223 1.8044
Number of Directors (including Chairman) 0.0837 0.6434 1.0873 0.0799 0.6869 1.0832 0.0012 0.9956 1.0012
Percentage of Independent Directors -0.9731 0.3596 0.3779 -1.0356 0.3458 0.3550 -0.8401 0.4669 0.4317
BusinessServices -0.5578 0.4903 0.5725 0.0349 0.9678 1.0355
Finance -0.9175 0.2773 0.3995 -2.3757 0.0510 0.0929 -1.3230 0.1088 0.2663
Manufacturing -0.5475 0.4551 0.5784 -0.4483 0.5577 0.6387
Natural Resource -2.3150 0.0040 0.0988 -2.1593 0.0107 0.1154 -1.2441 0.0613 0.2882
Leverage -0.4314 0.8323 0.6496
Profitability -1.2924 0.4501 0.2746
In (Total Assets) 0.8825 0.0197 2.4170 0.4640 0.0272 1.5904
Tangibility of Assets -0.4433 0.6463 0.6419
Total Asset Turnover -0.2117 0.3957 0.8092
Overall Score [Model 1 Model 2 Model 3 Model 4
- 2 Log Likelihood| 221.0153 210.7144 203.4142 215.2914
Chi Square. 9.6822 20.3642 29.7489 15.0045
df.] 14.0000 18.0000 23.0000 4.0000
Sig 0.7850| 0.3127 0.1567 0.0047
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TABLE 14. Cox Proportional Hazards Model with Censo

ring at Time 7: Factors which Impact on Survival
A value of the coefficient B which is negative reduces the hazard rate and indicates that the factor is positivel related to survival, while a positive value of B indicates that the factor is negatively related to survival. The relative hazard rate
value is represented by Exp(B). Alternatively an Exp(B) which is less than 1 indicates that the factor is positively related to the likelihood of survival, while an Exp(B) which is greater than 1 indicates a negative relationship to survival.

Model 1 Model 2 Model 3 Model 4
Variables B Sig. Exp(B) B Sig. Exp(B) B Sig. Exp(B) B Sig. Exp(B)
Age at Offering 0.0033 0.7066 1.0033 -0.0008 0.9303 0.9992 -0.0020 0.7830 0.9980
Offer Price -0.0107 0.8162 0.9893 -0.0132 0.8596 0.9869 -0.0140 0.8000 0.9860
In (Size of Offering) -0.0678 0.6746 0.9345 -0.1620 0.3816 0.8504 -0.9440 0.0060 0.3890 -0.4245 0.0059 0.6541
Ownership Retained 1.2085 0.1863 3.3483 0.5449 0.5585 1.7245 -0.8560 0.4320 0.4250
Attachment of Options to the Offering = 1 -0.6580 0.2176 0.5179 -0.5751 0.3112 0.5627 -0.7840 0.2010 0.4570
Underwriter Backing = 1 0.7872 0.1180 2.1972 0.9628 0.0738 2.6189 0.9150 0.1060 2.4970 0.8428 0.0914 2.3229
Issue Costs as a Percentage of the Offer Proceeds -0.1770 0.9374 0.8378 -1.4477 0.5838 0.2351 -5.3740 0.1010 0.0050
Auditor inthe Big5 =1 0.0719 0.8440 1.0746 0.0277 0.9421 1.0281 -0.4240 0.3570 0.6540
Earnings to Price Ratio 0.9921 0.7980 2.6970 -1.5341 0.6842 0.2157 -0.7070 0.8710 0.4930
Forecast Dividend Yield -1.5523 0.8213 0.2118 -6.4883 0.3618 0.0015 -10.9000 0.1690 0.0000 -9.4857 0.0689 0.0001
Number of Risk Factors in the Prospectus 0.0734 0.0327 1.0761 0.0675 0.0596 1.0698 0.0250 0.4960 1.0260 0.0534 0.0722 1.0549
Non Executive Chairman = 1 0.2794 0.5258 1.3223 0.3425 0.4520 1.4085 0.4850 0.3120 1.6240
Number of Directors (including Chairman) 0.0272 0.8558 1.0275 0.0208 0.8984 1.0210 -0.0730 0.6820 0.9300
Percentage of Independent Directors -0.5361 0.5250 0.5850 -0.6880 0.4191 0.5026 -0.6150 0.4950 0.5410
BusinessServices -0.7366 0.3065 0.4787 -0.2530 0.7450 0.7760
Finance -0.8000 0.2617 0.4493 -2.0450 0.0360 0.1290 -1.1742 0.0821 0.3091
Manufacturing -0.3671 0.5399 0.6927 -0.3080 0.6250 0.7350
NaturalResource -1.6854 0.0047 0.1854 -1.6010 0.0120 0.2020 -1.0966 0.0257 0.3340
Leverage 0.6720 0.6920 1.9590
Profitability -1.3130 0.3430 0.2690
In (Total Assets) 0.9220 0.0040 2.5140 0.4455 0.0108 1.5613]
Tangibility -0.3600 0.6390 0.6970
Total Asset Turnover -0.2910 0.2160 0.7480
Overall Score |Model 1 Model 2 Model 3 Model 4
- 2 Log Likelihood] 327.6303 318.1802 305.1097 317.5125
Chi Square.] 15.4047 25.7813 42.7957 28.1847|
df.] 14.0000 18.0000 23.0000 7.0000
Sig 0.3511 0.1049 0.0073 0.0002
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