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Abstract: 

This article studies industry-specific IPO-waves. We find that first-movers 
are on average larger and older firms with lower market-to-book ratios than 
followers. Despite the relatively low risk-characteristics, pioneer-firms 
experience larger underpricing than followers and higher shareprice 
volatility and Bid/Ask spreads immediately following the IPO. We explain our 
findings with the “information externality hypothesis”: Pioneers in 
IPO-waves encounter higher asymmetric information barriers, while followers 
take advantage of the information generated and aggregated during the 
offering processes of pioneers. This rational expectations explanation of 
hot issue markets corroborates the empirical evidence that periodic 
irrational exuberance of IPO markets triggers IPO waves. We find that wave 
catching IPO firms significantly underperform firms that go public in ‘quiet ’ 

IPO markets. 

