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Abstract

In recent times, managerial applications of neural networks, especially in the area of financial
services, has received considerable attention. In this paper, neural network models are developed
for a new application: the pricing of Initial Public Offerings (IPOs). Previous empirical studies
provide consistent evidence of considerable inefficiency in the pricing of new issues. Neural
network models using publicly available financial data as inputs are developed to price IPOs. The
pricing performance and the economic benefits of the neural network models are evaluated.
Significant economic gains are documented with neural networks. Several tests to establish
generalizability and robustness of the results are conducted.
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