AD ALTA

JOURNAL OF INTERDISCIPLINARY RESEARCH

MACROECONOMIC FACTORSOF IPO IPLEMENTATION IN THE CEE REGION

°SYLVIA PLOTTOVA, "ROMAN BRAUNER, ‘TOMAS
HERALECKY, “PETR ZIMCIK

Newton University, Faculty of Economics, Rasinova 103/2 602
00 Brno, Czech Republic

email: *sylvia.plottova@newton.university,
broman.brauner@newton.university,
‘tomas.heralecky@newton.university,
“petr.zimcik@newton.university,

Abstract: This paper aims to identify macroeconomic factors that influence 1PO
implementation in selected Central and Eastern European capital markets. Survey-
based research has been conducted within a sample of non-financia companies
operating in the Czech Republic, Croatia, Hungary, Poland, and Romania The results
suggest that favorable macroeconomic conditions such as GDP growth, low interest
rates or positive development of local capital markets promote companies” interest in
IPO implementation.
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1 Introduction

IPO or initial public offering (IPO) is the moment in a compa
ny’s lifetime that requires considerable attention and can consi-
derably change its further development. (Pagano et al., 1998;
Ross et al., 1996; Meluzin and Zinecker, 2009; Loughran, T., JR
Ritter, and K. Rydgvist. 1994). This article focuses on identify-
ing macroeconomic factors which influence decisions on the
company's implementation of IPO in Centra and Eastern Euro-
pe. Compared to its Anglo-Saxon alternatives, most of the stock
exchanges in CEE are significantly underdeveloped. Only the
Warsaw stock exchange has witnessed a fair amount of IPO in
past decades. A question arises if thisis due to the lack of inte-
rest in going public in this region or when macroeconomic
factors play a role. This research is focused on researching the
primary data from CFOs of surveyed companies from the CEE
region that implemented 1PO between the years 2004-2016.
There is a lack of evidence on macroeconomic factors influen-
cing IPO implementation in the CEE region. In this research, the
representatives of selected companies that implemented |PO in
the CEE region were asked to address their opinions on the
importance of macroeconomic factors on PO implementation.

2 Theoretical Background

Current Central and Eastern European studies claim that raising
capital is the most important reason for an IPO. (Méeluzin,
Zinecker and Lace, 2016). However, the timing of entering the
capital markets remains less researched. There exist three main
theoretical explanations for the IPO timing phenomenon. The
first theory states that firms enter capital markets under favorable
economic conditions that support their continuous growth and
development (Loughran & Ritter, 1995; Ritter & Welch, 2002).
Such conditions are, therefore, of external nature, and the issuing
company cannot directly influence them. As a rule, they are
shaped by the economic situation of the given country, legislati-
ve framework, maturity of the capital market, etc. The second
theory says that companies enter capital markets when other
companies also enter these markets (Choe, Masulis, and Nanda,
1993). De Albornoz and Pope (2004) found that the IPO is
affected by the market vauation of companies in the same
industry. That is when there is a positive development in the
company’s sector or directly related sectors. In cases where
competing companies have implemented IPOs successfully,
other comparable companies are likely to want to gain the same
benefits as the issuing competition. The last theory explains that
IPO timing is derived from the business life cycle theory. This
theory is based on the idea that 1POs occur when issuers find
themselves at a certain stage in the business life cycle where they
need more capital for further growth (Choe, Masulis, and Nanda,
1993; Lowery, 2002). In connection with IPOs, there is also a
theory that entry into capital markets indicates the quality of
issuers. This theory is based on information asymmetry between

issuers and investors. The relationships between the number of
IPOs and macroeconomic factors have been investigated, for
example, by Loughran et a. (1994). Their study analyzed the
timing of 1POs in 15 states in relation to inflation-adjusted stock
price indexes and measures of gross domestic product. The study
results indicate a positive relationship between the number of
IPOs and the level of stock market prices. However, no positive
correlation with the business cycle was found. Rees (1997)
found in hisresearch that the level of stock indices influencesthe
number and volume of IPOs. The ability to issue shares at high
prices is a possible explanation for motivating IPOs. The occur-
rence of 1POs is positively associated with the level of the stock
market. Rees (2002) reports that stock index developments
predict both the value and the number of IPOs. Rydgvist and
Hogholm (1995) compared data on a sample of family busi-
nesses in Sweden and eleven European countries between 1970
and 1989. They found that most IPO activity occurred after a
sharp increase in stock prices. Breinlinger and Glogova (2002)
investigated the predictive power of selected macroeconomic
factors affecting IPOs by analyzing a sample of the annual
volume of IPOs in six developed European countries over 18
years. The authors aimed to answer whether there are consistent
indications that |POs follow stock index returns. The results
showed that the logarithmic transformation of IPO volumes
leads to constant regression estimates for individual countries
and the entire sample. Empirical evidence has not supported the
hypothesis that the percentage change in savings, gross domestic
product growth, and interest rates is predictive of PO volumes.
In his study, Ameer (2012) presents a negative relationship
between interest rate and the number of IPOs and a significant
positive relationship between industrial production and the
number of 1POs in the emerging market of Malaysia. However,
Kovandové and Zinecker (2015) found out that the reference
interest rate had explanatory power for IPO numbers in the
Polish capital market between years 1993 to 2012. Bilson et al.
(2002) find only modest signs of alink between local macroeco-
nomic factors and returns in emerging capital markets. Determi-
ning characteristics of capital markets that influence the decisi-
ons of companies to issue securities in the developing capital
markets of Central and Eastern Europe were subjected to empiri-
ca investigation by Rozensky (2008), Peterle (2013), and Brze-
szczynsky (2014). They focused on the attractiveness of primary
capital markets in Central and Eastern Europe and used quantita-
tive and qualitative indicators for them. Quantitative factors such
as capital market size, capital market liquidity, and stock index
returns were monitored. Peterle (2013), who examined IPOs in
the Central and Eastern European region between 2000 and
2009, found that capital market factors such as market size,
liquidity, and capitalization to gross domestic product do not
have a determining effect on IPOs in the Central and Eastern
European region. Eastern Europe. However, it is possible that
the attractiveness of the capital markets measured by the annual
profitability index and the annual growth of the market and their
liquidity could have been stimuli for the growth of the number of
IPOs in the monitored period. Brzeszczynski (2014) explains
that the development of the capital market strongly influences
the decision of Polish companies to issue securities on the capital
markets and that the number of |POs increases with rising prices
and decreases with falling prices. The effects of past periods and
institutional influences were assessed by indicators such as 27
companies perception of the capital market, their trust in capital
markets, and the quality of state supervision and related regulati-
ons. Rozensky (2008) examined the conditions created by local
stock exchanges using indicators of IPO costs, administrative
requirements for issuers, the market division of a given stock
exchange, and their marketing and public relations activities.
Groh et a. (2010) concluded that investor protection, corporate
governance rules, capital market size, and liquidity are determi-
nants of financial community expertise, trade flows, and exit
opportunities.
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The Central and Eastern European stock exchanges are develo-
ping differently than the capital markets of Western Europe.
Differences can be found mainly in the state’s development,
primarily the existence of communism in the CEE region, diffe-
rent legislation frameworks, and socio-cultural aspects. All the
researched companies from this study are located in former
soviet countries in the Czech Republic, Slovakia, Hungary,
Croatia, Bulgaria, Romania, and Poland. Since 2004 most of
them have belonged to the European Union and have harmoni-
zed legislation frameworks regarding IPO. Nonetheless, the
numbers and volumes of IPO vary. Polland witnessed the most
considerable volume of IPO in the past 15 years. The least IPO
was carried away in Slovakia. The same situation is in other
selected countries where only a few |IPO were implemented.
(Meluzin, Zinecker, and Lapinska, 2014; Brzeszczynski, 2014,
Peterle, 2013; Rozensky 2008; Peterle & Berk, 2016).

3 Research M ethodology and Data Collection

This article is based on the primary data collected from a sample
of 33 companies that conducted IPOs on selected local stock
exchanges in the CEE region. The data collection took place in
2019 and the beginning of 2020. Due to the lack of current
knowledge of the influence of macroeconomic factors on the
decision-making process in the IPO implementation, the data
were collected by questionnaire. The researched sample was
selected from companies that implemented 1PO on CEE stock
exchanges between 2004 and 2016. In these years, the EU
legislation framework was harmonized, and foreign direct
investors acknowledged the opportunities arising from
investments in the Czech Republic, Poland, Hungary, Croatia,
Bulgaria, and Romania. The questionnaires were sent to the
CFOs of a selected sample of companies. These companies
implemented |PO on the primary and secondary markets of the
selected stock exchanges. In total, 150 respondents were selected
for this research. The respondents were given the questionnaire,
which included selected statements related to the IPO decision-
making process and the influence of macroeconomic factors. A
five-point Likert scale (1 minor importance to 5 significant
importance) was used to alow the respondents to state their
agreement or disagreement with the statements. The results of
the survey were evaluated using the methods of descriptive
statistics. In total, 33 completed questionnaires were collected.
Therefore, the rate of return of this survey was 33 out of 150
guestionnaires sent. Respondents were asked to indicate on a
scale of 1 to 5, where one indicates unimportant, two relatively
unimportant, three neutral, four crucial, and five very important,
the relative importance of the individual factors influencing 1POs
on the domestic stock exchange. Responses were further
analyzed according to the age of the companies, which were
divided into “young” and “mature” (<16 years,> 16 years since
establishment), by the number of employees (small <250, large>
250) and by type of ownership (a large number of shareholders,
family-controlled and private venture capital).

In total 15 young and 18 matured companies took part in this
questionnaire. Further division of the sampleisshownin Table 1.

Variable Frequency | Relative
Size Small (employees) 16 48.48
Large (employees) 17 51.52
Widely held 18 54.55
Ownership Family-controlled 10 30.30
Privately held 5 15.15
Manufacturing 8 24.24
Finance 4 12.12
Indusrtial Technology 6 18.18
sector Services 4 12.12
Pharmaceuticals 2 6.06
Other 9 27.27
Country of Bulgaria 4 12.12

Origin Czech Republic 5 15.15
Croatia 2 6.06

Hungary 4 12.12

Poland 15 45.45

Romania 3 9.09

Tab. 1. Research sample (Source: Authors, 2022)
4 Resear ch results

Respondents were presented with 16 statements about the
relative influence of macroeconomic factors on the decision to
carry out an IPO in their companies. Table 2 below shows
individual statements and survey results - tables 3, 4, and 5
present partial results for questioned companies. Companies
were divided by their age, size, and ownership. The following
answers were reported. In total, 16 statements were given to
answer. The overall degree of agreement and the average value
of agreement of these answers was measured.

_ Mode St
Mean | Median | Mode | Freque- Dé/. % 4-5
ncy

A 3.36 4.00 | 4.00 6 123 | 5455
B 412 4.00 | 4.00 14 1.09 | 87.88
C 1.73 2.00 1.00 0 0.71 0.00
D 1.61 1.00 1.00 2 1.07 6.06
E 3.64 4.00 4.00 11 1.43 72.73
F 2,52 2,00 | 1.00 4 144 | 30.30
G 2.36 2,00 | 2.00 4 118 | 1212
H 1.79 2,00 | 1.00 2 101 6.06
| 212 1.00 1.00 1.49 21.21
J 4.58 5.00 | 5.00 19 0.49 | 100.00
K 2.27 2.00 1.00 6 1.50 24.24
L 1.58 1.00 | 100 0 0.82 6.06
M 1.39 1.00 | 100 0 0.49 0.00
N 1.39 1.00 | 100 0 0.49 0.00
o 255 2.00 | 1.00 2 1.30 | 30.30
P 245 3.00 | 1.00 2 1.39 | 30.30

Tab. 2. Overal research results (Source: Authors, 2022)

Statement A. "The very favorable GDP growth rate has
reassured us that the time is right for an IPO." The positive
development of GDP growth means good economic conditions
for business activity. This is also the case with |POs. More than
half of the companies agreed on this (54.55% marked 4 and 5, an
average of 3.36). Growth in GDP development is generally
associated with growth in industrial production, which can
motivate other companies to conduct |POs.

Statement B. "Very favorable conditions in the stock market
have convinced usthat it is agood time for an IPO (for example,
an increasing number of investors interested in buying shares).”
The rise in stock index prices has the effect of attracting
investors and issuers to the capital market. In such a situation,
companies have a chance to raise the capital they need, and
investors appreciate their wealth. Most surveyed companies
agreed that positive signals from the stock market are the right
impetus for conducting an PO (88.89% indicated a value of 4
and 5, an average of 4.11).

Statement C. "We did the IPO because bank loans were too
expensive (caused by the restrictive monetary policy of the
central bank)." Most companies disagreed with this statement
(0% marked 4 and 5, an average of 1.72). The interest rates were
a their lowest, and debt capital was thus not too expensive.
However, there is a problem with companies that are too
indebted and cannot access capital.
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Statement D. "We did the IPO because bank credit was
unavailable or is only available to a limited extent (caused by
restrictive  monetary policy or the credit crunch)." The
companies did not support this claim. (5.56% marked the values
4 and 5, an average of 1.61) In general, banks are willing to offer
loans to creditworthy clients. However, financing large
investment projects requires more capital, which banks do not
often offer.

Statement E. "We have done the IPO. However, it was more
efficient to use bank credit due to low-interest rates (caused by
the central bank's expansionary monetary policy)." The vast
majority of companies agreed with this statement (72.22%
marked 4 and 5, an average of 3.61). Bank loans were
increasingly available as a result of the expansionary policy of
central banks, 1/3 of the respondents carried out an 1PO during
the economic crisis, i.e, a a time when interest rates were
several percent higher.

Statement F. "We have done an IPO. However, it is more
efficient to use subsidies now provided by the government or the
EU (caused by expansionary fiscal policy)." Obtaining subsidies
for investment development is a relatively administratively
demanding process. Subsidies are provided for selected
programs, so it may be difficult for a company to obtain them.
The vast majority of companies agree with the fact that subsidies
were not and are not a solution to their investment needs
(27.78% marked 4 and 5, an average of 2.44).

Statement G. "We have done an IPO. However, it is more
efficient to use private capital (venture capital), which domestic
investors now provide Only a minority of respondents
(11.11%, an average of 2.33) fully agreed with this statement.
Private capital, for example, from so-called business angels, can
be risky in terms of losing the majority or complete control over
the company. Individuals also usually do not have as much free
capital as, for example, institutional investors or a large number
of small investors.

Statement H. "We have done an IPO. However, it is more
efficient to use private capital (venture capital), which foreign
investors provide now." In the case of foreign investors, the
attitude of the issuers is even more skeptical (5.56% indicated a
value of 4 and 5, and the average is 1.83). Companies do not rely
on foreign investors. Especialy in Eastern European countries,
foreign capita is invested in corporate branches, e.g., in the so-
caled green field, in the form of acquisitions of formerly state-
owned enterprises, mergers, etc.

Statement 1. "We have done an IPO. However, it is more
efficient to use the capital provided by our parent company.”
This is suitable if the parent company has the capital it can lend
to its subsidiary. Often, however, the IPO is carried out by the
parent company itself, which can then further distribute the
acquired capital. A large company also has a better chance of
making a successful |PO than a smaller subsidiary. This factor
was considered by only a tiny part of the respondents to be
significantly motivating them to carry out an PO (22.22%
marked it with avalue of 4 and 5, an average of 2.22).

Statement J. "The favorable conditions in our industry have
convinced us that the time is right for an IPO." Most companies
supported this statement (100% rated 4 and 5, an average of
4.56). Especiadly in the IT and technology sectors, stocks of
successful companies are now in high demand. A positive trend
in developing a particular industry will likely motivate other
companies to conduct an | PO.

Statement K. "Concerns about political instability in the country
played an important role in the IPO decision.” Given that the
research was conducted in Centra and Eastern European
countries that are members of the European Union, this concern
was minimal among companies (5.56% indicated a value of 4
and 5, an average of 1.61). Countries such as the Czech
Republic, Hungary, Poland, and others, go through major or

minor political crises, but this often does not significantly affect
the economy.

Statement L. "Concerns about growing corruption in the country
played an important role in the IPO decision." Corruption is a
widespread phenomenon not only in the countries of Central and
Eastern Europe. However, with regard to regulated markets and
bodies that are active in implementing 1POs, such as the central
banks, companies did not feel any concern arising from
corruption (0% of respondents indicated a value of 4 and 5, an
average of 1.39).

Statement M. "Concerns regarding the growing probability of
state apparatus failure played an important role in the 1PO
decision." Even this concern was not confirmed by the company
(0% indicated the values 4 and 5, an average of 1.39).

Statement N. "Concerns about rising stock market volatility
played an important role in the IPO decision." Stock market
volatility has been a significant factor in failed IPOs over the
past decade. The great economic crisis had a substantial impact
on the stock markets, and the prices of the stock indices
experienced steep declines. If the main stock indexes lose their
profitability, investors will lose the desire to buy shares, and
thus, the investment projects of companies will stop.
Surprisingly, companies are not too afraid of this volatility and
do not perceive it as a threat to the IPO (27.78% marked it as 4
and 5, an average of 2.44).

Statement O. "The flow of foreign direct capital into the country
has made the |PO strategy attractive for our company.” Eastern
and Central Europe have seen an inflow of foreign direct capital
in the last three decades. However, companies that went public
in these countries did not confirm this factor as decisive for the
IPO (27.78% marked it as 4 and 5, an average of 2.39).

Table 3 shows the overall results when companies were divided
into “old” and “young.” Companies younger than 16 years were
named as young. Positive GDP development and good
conditions among capital markets were identified as the primary
macroeconomic factors for conducting IPO among both old and
young companies. More mature companies, probably due to
higher capital needs, looked for IPO implementation.

Y oung companies
‘ Mode ~
Mean | Median | Mode | Freque- Dev. % 4-5
ncy

A 3.13 3.00 3.00 2 1.26 | 40.00
B 4.00 4.00 4.00 6 126 | 86.67

C 167 2.00 1.00 0 0.70 0.00

D 153 1.00 1.00 0 0.72 0.00
E 2.60 2.00 1.00 2 150 | 40.00
F 2.07 2.00 2.00 0 1.00 | 13.33

G 2.20 2.00 3.00 0 0.83 0.00

H 167 2.00 2.00 0 0.60 0.00

| 153 1.00 1.00 0 0.81 0.00
J 453 5.00 5.00 8 0.50 | 100.00
K 207 2.00 2.00 2 124 | 1333

L 127 1.00 1.00 0 0.44 0.00

M 1.40 1.00 1.00 0 0.49 0.00

N 1.40 1.00 1.00 0 0.49 0.00
o 220 2.00 1.00 0 105 | 13.33

Old companies
Mode St
Mean | Median | Mode | Freque- De;/. % 4-5
ncy
A | 356 4.00 4.00 4 117 66.67
B | 422 4.00 4.00 8 0.92 88.89
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c| 178 | 200 | 200 0 0.71 0.00 N | 135 | 100 | 100 0 048 | 0.0
D | 167 | 100 | 100 2 129 | 1111 O | 247 | 200 | 100 1 138 | 3529
E | 450 | 450 | 4.00 9 050 | 100.00 P | 229 | 1200 | 100 1 145 | 2941
E 2.89 3.00 1.00 4 1.63 44.44 Tab. 4. Small vs Big companies (Source: Authors, 2022)

G| 2% 200 200 4 138 2222 Table 5 shows results divided by the ownership of the

H ] 18 | 150 | 1.00 2 124 | 1111 companies. The privately held, family-owned, and widely owned

| 2.61 2.00 1.00 5 1.74 38.89 companies were asked to give their opinions on selected

J | 461 | 500 | 500 | 11 | 049 | 10000 Statements.

K | 244 | 150 | 100 4 167 | 3333 Widely owned companies

L | 183 | 200 | 1.00 0 096 | 1111 Mode

M| 139 | 100 | 100 0 049 | 000 Mean | Median| Mode | Freque- D%‘/ | %45

N | 139 | 100 | 1.00 0 0.49 0.00 ncy

o 283 | 300 | 4200 > Tao | aam A | 356 | 40 4 4 121 | 6111
Tab. 3. Old vs Y oung companies (Source: Authors, 2022) B 4.28 50 5 10 110 88.89

c | 183 | 20 2 0 069 | 000

Tt 20000 e et 1 b i om0 oo [ a0 | 1 | 0 [0 | ow

comppanies had up to EUR 50 ml. of own equity, less than 250 E 3.72 4.0 4 5 128 7778

employees, and their sales were less than EUR 43 million. On F 2.56 2.0 2 2 1.26 22.22

the other hand, big companies had more than EUR 50 _m_iIIio_n, G 217 20 2 0 0.60 0.00

;naloer; than 250 employees, and more than EUR 43 million in H 167 20 1 0 067 0.00

I | 167 1.0 1 1 111 | 556
Small companies J | 450 | 45 4 9 0.50 | 100.00
_ Mode | o K | 244 | 20 1 3 146 | 27.78
Mean | Median | Mode Frf‘g;e“ Dev. | P45 L | 133 | 10 1 0 | 058 | 000
A | 369 | 400 | 400 5 121 | 6250 M| 133 | 10 1 0 047 | 000
B | 450 | 450 | 4.00 8 050 | 100.00 N | 128 | 10 1 0 045 | 000
c | 163 | 100 | 100 0 078 | 0.00 © | 2712 | 30 1 2 137 | 3333
D | 150 | 100 | 1.00 1 106 | 625 P | 24 | 25 1 2 138 | 2222
E | 375 | 400 | 400 6 139 | 75.00 Family owned companies
F | 256 | 200 | 100 | 2 | 158 [ 4375 Mean | Median | Mode F’:"egﬂ‘; St | gas
G | 244 | 200 [ 200 | 2 | 112 | 1250 ney | P
H | 194 | 200 | 200 1 097 | 6.25 Al 32| 35 4 2 1.33 | 50.00
| 219 | 150 | 1.00 2 147 | 2500 B | 370 | 40 4 2 119 | 80.00
J | 475 | 500 | 500 12 0.43 | 100.00 c| 170 | 15 1 0 0.78 | 0.00
K | 244 | 200 | 1.00 3 154 | 31.25 D | 230 | 15 1 2 155 | 20.00
L | 181 | 200 | 100 0 0.95 | 1250 E | 310 | 40 4 2 158 | 60.00
M | 144 | 100 | 1.00 0 050 | 0.00 F | 2% | 35 1 2 164 | 50.00
N | 144 | 100 | 100 0 050 | 0.00 G| 220 | 15 1 2 154 | 20.00
O | 263 | 300 | 300 1 122 | 2500 H| 210 | 15 1 2 151 | 20.00
P | 263 | 300 | 100 1 132 | 31.25 I | 250 | 15 1 2 169 | 40.00
Big companies J | 480 | 50 5 8 0.40 | 100.00
_ Mode | o K | 250 | 20 1 3 169 | 30.00
Mean | Median | Mode F’ﬁg;e Dev. | #45 L | 200 | 20 2 0 110 | 20.00
A | 306 | 300 | 400 | 1 [ 116 |47.06 M| 140 | 10 | 1 O | 049 | 000
B | 376 | 400 [ 400 | 6 | 135 | 7647 N|170] 20 | 2 O | 046 | 000
c | 182 ] 200 [ 200 [ o | 062 [ 000 © |27 | 30 | 4 0 | 127 | 4000
D | 171 | 100 [ 100 [ 1 | 107 | 588 P]300] 40 | 4 0 | 134 ] 6000
E | 353 | 400 | 4.00 5 146 | 7059 , _
F | 247 | 200 | 100 | 2 129 | 1765 Privately owned Comizes
G | 229 | 200 | 200 2 123 | 11.76 Mean | Median | Mode | Freque- Dit\-/ % 4.5
H | 165 | 1.00 | 100 1 103 | 5.88 ncy '
[ 206 | 100 | 1.00 3 151 | 17.65 A 30 3.0 2 0 0.89 40
J | 441 | 400 | 4.00 7 0.49 | 100.00 B 44 40 4 2 049 | 100
K | 212 | 200 | 1.00 3 145 | 17.65 c 14 1.0 1 0 0.49 0
L | 135 | 100 | 1.00 0 059 | 0.00 D 1.0 10 1 0 0.00 0
M | 135 | 1.00 | 1.00 0 048 | 0.0 E 44 5.0 5 4 1.20 80
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F 16 1.0 1 0 1.20 20
G 34 3.0 5 2 1.36 40
H 16 2.0 2 0 0.49 0
| 3.0 2.0 5 2 167 40
J 4.4 4.0 4 2 0.49 100
K 12 1.0 1 0 0.40 0
L 16 20 2 0 0.49 0
M 16 2.0 2 0 0.49 0
N 12 1.0 1 0 0.40 0
(0] 16 2.0 2 0 0.49 0
P 14 1.0 1 0 0.80 0

Tab. 5. Companies’ answers according to ownership (Source:
Authors, 2022)

5 Discussion

According to the literature, three main theoretical explanations
exist for the IPO timing phenomenon. The first theory states that
firms enter capital markets under favorable economic conditions
that support their continuous growth and development (Loughran
& Ritter, 1995; Ritter & Welch, 2002). The results of this study
support this theory. First, a very favorable GDP growth rate
reassured the respondents that the time was right for an IPO
when 54.55% agreed with this fact. That went hand in hand with
the effect of favorable conditionsin the stock market. Therisein
stock index prices has the effect of attracting investors and
issuers to the capital market. 88.89 % of the surveyed companies
agreed that positive signals from the stock market were the right
impetus for conducting an 1PO.

De Albornoz and Pope (2004) found that the IPO is affected by
the market valuation of companies in the same industry. That is
when there is a positive development in the sector where the
company operates or directly related sectors. In cases where
competing companies have implemented IPOs successfully,
other comparable companies are likely to want to gain the same
benefits as the issuing competition.

Ancther theory says that companies enter capital markets when
other companies also enter these markets (Choe, Masulis, and
Nanda, 1993). The results of this study also follow this theory.
Most companies supported this statement (100% rated 4 and 5,
an average of 4.56). A positive trend in developing a particular
industry will likely motivate other companies to conduct an 1PO.

6 Conclusion

The paper aimed to identify macroeconomic factors influencing
IPO implementation in selected Central and Eastern European
capital markets. Survey-based research has been conducted
within a sample of non-financial companies operating in the
Czech Republic, Croatia, Hungary, Poland, and Romania. The
results show that most companies implement IPO when
favorable economic conditions mean GDP grows. The favorable
conditions in the stock market also convinced them to go ahead
with IPO. However, rising stock market volatility was a negative
factor while implementing the IPO decision process. When
competitors were implementing 1PO, most respondents saw this
as a signa to go for their market entry. At the time of this
research, most banks maintained meager interest rates, but that
was not the motive for IPO. The companies had access to cheap
bank credit. However, loan capital was not an option anymore to
support their growth. The subsidies widely used to extend the
businesses in the EU were also the least available option than
IPO capital. The majority of respondents dumped the venture
capital from domestic or foreign investors. Most companies
instead preferred capital from parent companies abroad. The
state-related issues like concerns for government instability,
rising corruption, or failure of the state probability were not
significant issues in PO implementation. Under the conditions
of the CEE region, companies that went public in these countries

did not confirm the inflow of foreign direct capital factor as
decisive for the IPO.
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