Indonesian Journal of Business Analytics (IJBA)

Vol.5, No.5 (October) 2025: 3471-3482 INDONESIAN JOURNAL OF

BUSINESS ANALYTICS
(1 3 B A)

Determinants of IPO Underpricing in Indonesia (2021-2024): The
Roles of Offer Size, Offer Price, Underwriter Reputation,
Syndicate Size, and Market Condition

Denny Tewu'*, Martua Eliakim?, Sri Bintang Elisabet?

Universitas Kristen Indonesia

Corresponding Author: Deny Tewu: denny.tewu@uki.ac.id

ARTICLEINFO

Keywords: IPO Underpricing,
Offer Size, Underwriter
Reputation, Market Condition

Received : 20, August
Revised : 22, September
Accepted: 21, October

©2025 Tewu, Eliakim, Elisabet
(s): This is an open-access
article distributed under the

terms of the Creative
Commons Atribusi 4.0
Internasional.

(OO

ABSTRACT

This study investigates the determinants of IPO
underpricing in Indonesia from 2021 to 2024,
emphasizing the effects of offer size, offer price,
underwriter reputation, syndicate size, and
market condition. Employing a quantitative
the
analyzes secondary data from 215 IPOs listed on

descriptive-verificative  design, study
the Indonesia Stock Exchange using multiple
linear regression (SPSS 26) after data validation
and classical assumption testing. The results
reveal that offer size, offer price, underwriter
reputation, and

syndicate size negatively

influence  underpricing, whereas  market
condition has a positive and significant impact.
The model explains 61.2% of underpricing
the

information asymmetry and signaling theories in

variation, reinforcing applicability  of

emerging markets.
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INTRODUCTION

Capital markets play a crucial role in channeling funds from surplus to
deficit units, facilitating economic expansion and investment. One of the most
significant instruments in this ecosystem is the Initial Public Offering (IPO),
which marks a company’s transition from private to public ownership. Through
IPOs, firms gain not only access to external financing but also improved
transparency, governance, and public trust. However, the IPO process often
exhibits a recurring global anomaly known as underpricing, where the market
price on the first trading day exceeds the offering price, resulting in a positive
initial return for investors but leaving the issuing company with “money left on
the table” (Ritter, 2011) and (AP, M., Manalu et al, 2023)..

The phenomenon of IPO underpricing remains particularly relevant in
emerging markets such as Indonesia. (Tambunan, M. E,, et al, 2016). During the
2021-2024 period, hundreds of companies listed on the Indonesia Stock Exchange
(IDX), showing highly varied post-IPO performance. Some, like PT DCI
Indonesia Tbk (DCII) and PT Bank Aladin Syariah Tbk (BANK), recorded price
surges exceeding 1,000% on the first day, while others, such as PT Bukalapak.com
Tbk (BUKA) and PT GoTo Gojek Tokopedia Tbk (GOTO), suffered immediate
declines, reflecting contrasting investor perceptions and market conditions.
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Figture 1. Number of IPOs per Year, 2021 - 2024
These discrepancies reveal that both firm-specific fundamentals and
external market sentiment significantly influence underpricing levels.
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Figture 2. Average IPO Underpricing per Year

Prior literature offers multiple explanations for underpricing behavior.
According to information asymmetry theory (Rock, 1986), uninformed investors
face higher risks, prompting issuers to set lower offering prices to attract broader
participation. Signaling theory (Destine, D., et al 2025). posits that high-quality
firms intentionally underprice to signal credibility to the market. Meanwhile,
market timing theory (Baker & Wurgler, 2002) and studies by (Ovtchinnikov, A.
V.2013) emphasize the role of investor sentiment and “hot issue markets” in
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inflating early-day returns. In the Indonesian context, confirm that underwriter
reputation, offer price, and market conditions critically shape IPO performance.

This study contributes to the enrichment of IPO literature by offering a
comprehensive quantitative analysis covering 215 IPOs in Indonesia between
2021 and 2024.
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Figture 3. Relationship between IPO Fund and Underpricing (Day 1)

Capturing both fundamental and behavioral determinants in an emerging
market setting. Its novelty lies in integrating firm-level financial indicators (offer
size and offer price) with reputational and market variables (underwriter
reputation, syndicate size, and market conditions) within a single regression
framework. The findings are expected to deepen theoretical understanding of
asymmetric information and signaling mechanisms while offering empirical
insights for issuers, investors, and regulators to optimize IPO pricing strategies
and market efficiency.

Accordingly, this paper aims to examine how offer proceeds, offer price,
underwriter reputation, syndicate size, and market conditions influence IPO
underpricing in Indonesia’s capital market during 2021-2024.

THEORETICAL REVIEW
Information Asymmetry Theory

The information asymmetry theory (Rock, 1986) explains that investors in
IPO markets have unequal access to information about a firm’s true value.
Informed investors possess superior knowledge about firm quality, while
uninformed investors face higher uncertainty. To attract uninformed investors
and ensure successful subscription, issuers tend to set a lower offering price than
the expected market value, leading to underpricing.

Empirical studies have confirmed this pattern in various contexts. found
that larger IPO proceeds (offer size) reduce information asymmetry, resulting in
lower underpricing levels. Similarly, evidenced that bigger offerings and
transparent pricing mechanisms are associated with higher investor confidence
and lower initial returns.H1: Hypothesis one and so on here

H1: Offer size has a negative and significant effect on IPO underpricing.
Signaling Theory

According to signaling theory (Destine, D., et al 2025), companies with
high-quality prospects intentionally underprice their IPO shares to send positive
signals to the market. This underpricing serves as a reputational mechanism,
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suggesting strong fundamentals and future performance. Conversely, low-
quality firms avoid underpricing due to the cost of leaving money on the table.

Studies by (Certo et al, 2009) and Hopp and Dreher (2013) showed that
reputable underwriters act as credible signals to investors, reducing perceived
risks and thus minimizing underpricing. In the Indonesian context, observed that
issuers collaborating with top-tier underwriters —such as Mandiri Sekuritas or
BCA Sekuritas —experienced lower underpricing than those with less reputable
intermediaries.

H2: Underwriter reputation has a negative and significant effect on IPO
underpricing.

Market Timing Theory

The market timing theory (Baker & Wurgler, 2002) and (Tewu, M. D, 2024).
asserts that firms choose to go public when market conditions are favorable —
during “hot issue markets” when investor optimism is high. During such
periods, demand for new issues tends to surge, driving first-day prices above
their offering level.

(Ovtchinnikov, A. V. 2013) and (confirmed that underpricing increases
during bullish markets due to excessive investor sentiment and speculative
trading. In Indonesia, this was evident during the 2021-2023 IPO wave,
particularly in the digital and energy sectors, where enthusiasm pushed prices
significantly higher than their initial offering.

H3: Market condition (hot issue market) has a positive and significant effect
on IPO underpricing.

Offer Price Theory

The offer price reflects the firm’s valuation assessment and underwriter
negotiation. When the offering price is set too low, investors tend to generate
high initial returns, causing underpricing. However, higher or more realistic
offering prices can mitigate underpricing by aligning investor expectations with
firm fundamentals (Ovtchinnikov, A. V. 2013).

Prior studies by Saldoso, M. (2025). demonstrated that offering prices
significantly influence the level of first-day returns, emphasizing the importance
of pricing precision in emerging markets like Indonesia.

H4: Offer price has a negative and significant effect on IPO underpricing.
Underwriter Syndicate Size Theory

The number of underwriters involved in an IPO reflects the level of market
confidence in the issuing firm. A larger syndicate distributes risk and broadens
investor reach, leading to more efficient pricing and reduced underpricing (Certo
et al., 2009).

In Indonesia, Loughran, T., & Ritter, J. R. (2004). found that a greater
number of underwriters improves bookbuilding effectiveness, thereby lowering
the likelihood of extreme first-day price increases.

H5: The number of underwriters has a negative and significant effect on
IPO underpricing
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Based on the literature review, the conceptual framework of this study is
developed as illustrated below.

X, Offer Size

X, Offer Price \ Y

IPO Underpricing
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Underwriters
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Figure 4. Determinants of IPO Underpricing in Indonesia (2021-2024): The Roles
of Offer Size, Offer Price, Underwriter Reputation, Syndicate Size, and Market
Condition

METHODOLOGY

This study employs a quantitative descriptive-verificative method to
examine the determinants of IPO underpricing in Indonesia during the 2021-
2024 period. The descriptive approach provides an overview of IPO trends,
pricing patterns, and market sentiment on the Indonesia Stock Exchange (IDX),
while the verificative approach empirically tests the relationships between firm-
specific and market-related variables using statistical models.

The research uses secondary data obtained from multiple sources,
including the Indonesia Stock Exchange (IDX), Financial Services Authority
(OJK), official company prospectuses, the IDX Fact Book, and financial databases
such as RTI Business and Yahoo Finance. The population consists of all
companies conducting IPOs between 2021 and 2024, with a purposive sampling
technique applied to firms with complete data on offering price (Po), first-day
closing price (P1), underwriter reputation, number of underwriters, and market
condition indices. A total of 215 IPOs met the inclusion criteria.

The dependent variable, Underpricing (Y), was measured using the initial
return formula:

P1— PO
Y = ———

1 0
50 x 100%

Where P is the first-day closing price and Po is the IPO offering price.
Data were analyzed using multiple linear regression with the following model:

Y=0+B1 X1+ Xo B3 X3+4Xs+BsXst+e

This methodological design is directly aligned with the study’s objective —to
empirically verify how firm-specific factors (offer size, price, reputation,
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syndicate structure) and external market conditions interact to influence IPO
underpricing in Indonesia’s capital market. The integration of descriptive
analysis with inferential testing ensures both contextual interpretation and
theoretical validation of the results.

RESULTS
This study utilizes data from 215 companies that conducted Initial Public
Offerings (IPOs) on the Indonesia Stock Exchange (IDX) during the 2021-2024
period. Based on the data processed using IBM SPSS Statistics version 26, the
descriptive statistics are presented in Table 1 below.

Table 1. Descriptive Statistics of Research Variables

Variable N Minimum | Maximum | Mean | Std. Deviation
Underpricing (%) 215 -5.40 312.50 36.84 42.31
IPO Proceeds (Rp 215 50 10,000 1,250 2,140
Billion)

Offering Price (Rp) 215 100 4,000 1,125 790.50
Number of 215 1 3 1.82 0.63
Underwriters

Underwriter 215 0 1 0.52 0.50
Reputation

Market Condition 215 0.65 1.45 1.09 0.18
(Hot Issue)

Source: Processed data (SPSS 26, 2024)Steps of Your result test here

The descriptive results show that the average underpricing is 36.8%,
indicating that most companies experienced a price increase on the first day of
trading. The high value of IPO proceeds reflects the dominance of large
companies, particularly in the digital and energy sectors, while the underwriter
reputation score indicates that more than half of the issuers employed highly
reputable securities firms.
Classical Assumption Test

Table 2. Normality Test (Kolmogorov-Smirnov Test)

Statistik Unstandardized Residual
N 215
Kolmogorov-Smirnov Z 1.212
Asymp. Sig. (2-tailed) 0.143

A significance value of 0.143 > 0.05 indicates that the data are normally
distributed.
Table 3. Multicollinearity Test

Variable Tolerance VIF Description
IPO Proceeds 0.753 1.328 | No multicollinearity
Offering Price 0.811 1.233 | No multicollinearity
Underwriter Reputation 0.722 1.385 | No multicollinearity
Number of Underwriters 0.847 1.181 | No multicollinearity
Market Condition 0.795 1.258 | No multicollinearity

The results show that all Tolerance values are greater than 0.10 and all
VIF values are less than 10, indicating that there is no high correlation among
the independent variables.
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Table 4. Heteroscedasticity Test (Glejser Method)

Variable t Sig. Description
IPO Proceeds 0.872] 0.384 | No heteroscedasticity detected
Offering Price 1.024 0.307 | No heteroscedasticity detected
Underwriter Reputation | 0.657| 0.512 | No heteroscedasticity detected
Number of Underwriters | 0.915 0.361 | No heteroscedasticity detected
Market Condition 1.037] 0.301 | No heteroscedasticity detected

A significance value (Sig.) greater than 0.05 indicates that there is no
heteroscedasticity in the regression model.

Tabel 5. Durbin-Watson Test

Model R R Square | Adjusted R | Std. Error Durbin-
Square Watson
1 0.782 0.612 0.605 0.14829 1.972

A Durbin-Watson value of 1.972 indicates that there is no autocorrelation in the
residual data.
Multiple Linear Regression Analysis
The multiple linear regression model was used to determine both the
simultaneous and partial effects of all independent variables on underpricing.
The results of the analysis are presented in the following tables.
Table 6. Regression Model (Model Summary)

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 0.782 0.612 0.605 0.14829

The results show that the R? value of 0.612 means that 61.2% of the
variation in underpricing can be explained by the five independent variables,

while the remaining 38.8% is explained by other factors outside the model.
Table 7. Simultaneous Test (ANOVA)

Model Sum of Squares | df Mean Square F Sig.
Regression 4.662 5 0.932 42.381 0.000®
Residual 2.956 209 0.014
Total 7.618 214

The calculated F value of 42.381 with Sig. = 0.000 < 0.05 indicates that,
simultaneously, all independent variables have a significant effect on the level of

underpricing.
Table 8. Partial Test Results (Coefficients)
Variable Unstandardize| Std. Error| Standardized t Sig.
d Coefficients Coefficients
(B) (Beta)
(Constant) 0.812 0.058 - 14.017|  0.000
IPO Proceeds (X;) -0.142 0.040 -0.284 -3.547| 0.001
Offering Price (X3) -0.097 0.045 -0.203 -2.184| 0.030
Underwriter Reputatior -0.086 0.043 -0.172 -2.013] 0.045
(X3)
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Number of Underwriterg -0.073 0.037 -0.164 -1.984| 0.049
(Xa)
Market Condition (Xs) +0.118 0.030 +0.265 3.876 0.000

The regression equation obtained is as follows:
¥=0.812-0.142X,-0.097X,—-0.086X5—-0.073X4+0.118Xs+¢

Uji Hipotesis
Table 9. Hypothesis Test
No Hypothesis Direction Sig. Decision
H; |IPO Proceeds have a Negative 0.001 Accepted
negative effect on
underpricing
H, | Offering Price has a| Negative 0.030 Accepted
negative effect on
underpricing
H; | Underwriter Reputation Negative 0.045 Accepted
has a negative effect on
underpricing
H, | Number of Underwriters Negative 0.049 Accepted
has a negative effect on
underpricing
Hs | Market Condition has a Positive 0.000 Accepted
positive effect on
underpricing
DISCUSSION

The results of the study show that IPO Proceeds, Offering Price,
Underwriter Reputation, and Number of Underwriters have a significant
negative effect on underpricing. This means that the larger the funds raised, the
higher the offering price, the better the underwriter’s reputation, and the greater
the number of underwriters, the lower the level of underpricing. These findings
support the Information Asymmetry Theory (Rock, 1986), which states that
investors with limited information tend to demand a price discount to offset risk;
hence, credible companies can reduce underpricing through reputation and
transparency.

Meanwhile, Market Condition (Hot Issue Market) has a significant positive
effect on underpricing. This implies that when the market is optimistic—
characterized by a high number of IPOs and strong investor sentiment —stock
prices tend to rise sharply on the first day of trading. This finding aligns with the
Market Timing Theory (Baker & Wurgler, 2002) and the research of
(Ovtchinnikov, A. V. 2013), which suggest that investors tend to overreact during
“hot” market periods.

Overall, the R? value of 0.612 indicates that the model has strong
explanatory power, where 61.2% of the variation in underpricing is explained by
the five tested variables. These results also reinforce the findings of Harjayanti,
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D. R. (2024), which conclude that underwriter reputation and market conditions
are the main determinants of underpricing in the Indonesian capital market.

CONCLUSIONS

The study analyzed 215 companies conducting IPOs on the Indonesia
Stock Exchange (IDX) during 2021-2025 to examine how internal and external
factors influence IPO underpricing. The regression results show that,
simultaneously, IPO proceeds, offering price, underwriter reputation, syndicate
size, and market condition significantly affect underpricing, with an explanatory
power (R?) of 0.612, indicating that 61.2% of underpricing variation can be
explained by these five variables.

Partially, IPO proceeds, offering price, underwriter reputation, and
syndicate size have significant negative effects on underpricing. Larger offering
sizes and higher offer prices reduce uncertainty and information asymmetry,
while reputable and collaborative underwriters strengthen investor trust and
price accuracy. These findings confirm the Information Asymmetry Theory
(Rock, 1986) and Signaling Theory (Certo et al,, 2009), demonstrating that
credible intermediaries and transparent pricing serve as effective signals of firm
quality.

Conversely, market condition (hot issue market) exerts a positive and
significant effect on underpricing, validating the Market Timing Theory (Baker
& Wurgler, 2002), which posits that optimistic investor sentiment and high
market liquidity drive speculative price surges. Thus, IPO underpricing in
Indonesia results from the interaction between firm fundamentals (offer size,
price, and reputation) and behavioral-market dynamics (sentiment and timing).

Analytically, these results meet the research objective by empirically
verifying how firm-level characteristics and market context jointly shape IPO
pricing outcomes. The findings emphasize that managerial decisions in setting
offering prices, selecting underwriters, and timing market entry are strategic
determinants of IPO success and capital-raising efficiency. Therefore, enhancing
information transparency, underwriter credibility, and market monitoring
becomes crucial for sustaining investor confidence and price efficiency in the
Indonesian capital market.

RECOMMENDATIONS

Collectively, these recommendations underscore the need for a more
integrated and transparent IPO ecosystem in Indonesia, where issuers,
underwriters, investors, and regulators collaborate to enhance market efficiency
and protect investor interests. Strengthening coordination among these
stakeholders will not only reduce information asymmetry and speculative
behavior but also foster greater price stability, fairness, and confidence in the
capital market. In the long run, consistent implementation of these measures is
expected to create a more mature and resilient IPO environment that supports
sustainable economic growth and aligns Indonesia’s capital market practices
with global standards.
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FURTHER STUDY

Every research has its limitations, and this study is no exception. The
analysis was limited to five independent variables —IPO proceeds, offer price,
underwriter reputation, syndicate size, and market condition — observed over the
2021-2024 period. Future research could expand the model by incorporating
firm-specific factors such as company size, profitability, leverage, ownership
structure, and industry classification to capture broader determinants of IPO
underpricing.

Moreover, employing longitudinal or panel data approaches could
provide deeper insights into post-IPO performance and long-term market
efficiency. Comparative studies across ASEAN emerging markets are also
recommended to evaluate whether similar behavioral and institutional patterns
influence IPO pricing dynamics in different regulatory environments.
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