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Abstract

The main objective of this academic article is to present the view and the concept of theories
explaining the phenomenon of underpricing of Initial Public Offering (IPO shares). The theories presented
in this article consist of the Winner s Curse, the Negative Cascade and the Bookbuilding. These theories
are based on the assumption of asymmetric information and concentrate on informed and uninformed
investors. Generally, the IPO shares’ price set by the issuing company are lower than their intrinsic value.
For applying the IPO theory in Thailand, due to the fact that the Stock Exchange of Thailand is widely
known as emerging market. Thus, the theory based on the asymmetric information is suitable in explaining
the underpricing of IPO. In addition, several empirical studies also show their results that are consistent

with those theories.
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