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Intended use of proceeds and post-IPO performance 

Salma Ben Amor* and Maher Kooli** 

  

 

Abstract 

We hand collected data from the IPO prospectus on the primary use of proceeds of IPO firms and 

examine whether it contains useful information about the firm’s future performance and survival 

profile. Specifically, we cover the 1996-2012 period and examine four categories of use of 

proceeds: debt repayment, investment, marketing and sales promotion, and general corporate 

purposes. We find that IPOs declaring investment plans as the primary use of proceeds exhibit 

insignificant average abnormal returns in the three years following the IPO, while IPOs that state 

debt repayment as the primary use of proceeds are the highest underperformers. Our results 

confirm the role that the primary use of proceeds plays in explaining the timing motive of IPO 

firms. 
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