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Determinants Of IPOs Premium in Saudi Arabia
Mohammed Sultan Alsehali, Ph.D.
Associate Professor of Accounting
King Saud University- Riyadh
Abstract:

This study addresses the determinants of IPO premium in the
Saudi market by testing the effect of some factors on the pricing of IPO.
Specifically, the study addresses the relationship between the premium
and: (1) the book value of the issuing company; (2) profitability of the
issuing company; (3) the debt ratio of the issuing company; (4) the
external auditor of the issuing company.

The results indicate the absence of any effect of the carrying value
of the premium. This result was contrary to the expectations and reverses
the results of previous studies in this area. Concerning the relationship of
earnings per share, the study finds a positive impact on the IPOs premium
in the Saudi market. This result is consistent with previous studies which
confirmed that the company's valuation and determine premium
significantly affected by the profitability of the firms.

With regard to the impact of the debt ratio, the study finds that
IPOs premium is not affected by the debt ratio. There is an adverse effect
of the external auditor on the IPOs premium in the Saudi market. This
means that the premium value is reduced when the external auditor is one

of the Big 4. This finding can be explained by that large audit firms have
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professional commitments, which make them behave more conservative
when the audit the financial statements of the issuing companies.
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