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Background 

The overwhelming majority of Initial Public Offerings (IPOs) involve firms with track records of operations and ownership as private entities. IPOs transform these private firms into publicly-traded firms. A minority of IPOs involve newly-created firms with no prior operating histories. These types of offerings include closed-end fund IPOs, and blank-check IPOs. 

A closed-end fund is a mutual fund that offers shares to the public in an IPO. The cash raised by the fund, net of fees paid to investment bankers in the underwriting process, is invested in a pool of publicly-traded securities (e.g., stocks and bonds). In contrast to an open-end mutual fund, which stands ready to issue new shares to the public and redeem previously issued shares from investors at net asset value (NAV), closed-end funds have a fixed number of shares. Post-IPO, shares of closed-end funds trade like any other stock (on an exchange or in the over-the-counter market). 

A blank-check firm (also known as a Special Purpose Investment Company) is a newly​ created "shell" company, which issues shares to the public via an IPO. The stated purpose of the IPO is to use the net proceeds of the offering to acquire other firms (public or private) or divisions of other firms. According to Securities and Exchange (SEC) Regulations, blank-check firms are obligated to refund money to shareholders (after expenses) if the firm fails to make an acquisition after approximately eighteen months of the IPO. 

Closed-end fund IPOs and IPOs of firms with prior operating histories have been examined extensively in the literature. Surprisingly, while blank-check IPOs have increased in popularity in recent years, their post-IPO performance has not been studied in the academic literature. 

Objectives 
This study focuses on blank-check IPOs. Specifically, I propose to address the following research questions related to blank-check firms: (1) How do they perform in the stock market (post-IPO), relative to the overall market (e.g., the NASDAQ and S&P500 Indexes)? (2) After the IPO, how long does it take, on average, for a blank-check firm to make an acquisition? (3) What proportion of these firms refund funds, voluntarily or by order of the SEC, because they failed to make acquisitions within the legally stipulated time period? 

Data Collection and Methodology 
All companies which issued blank check IPOs from 1990 -2007 will constitute the basis of the research. Collection of the following factors is imperative: 

· Name of the company 

· Number of shares/units offered 

· Offering price 

· Total dollar amount of offering 

· Underwriters 

· First day of trading 

· Daily stock prices for approximately 100 days 

Secondary data sources will be the main resources sought; these include newspaper articles, financial websites, CRSP, magazines, and other publications. Additional information will be sought regarding specific company actions. 

After systematically acquiring the basic information on the blank-check IPOs, performance, in the form of stock prices, will be tracked daily. Performance of companies funded by blank-check IPOs will be compared to performance of regular and closed-end fund IPOs. In addition to companies' performance, research will investigate what percentage of companies offering blank-check IPOs were required to refund money to investors due to failure of proper use of the funds raised. 

Schedule 
The project is planned to commence on January 1,2008. Research will conclude by May 11, 2008. Information collected during those 19 weeks will be compiled and written in report form, which will include graphs and diagrams of quantitative data. Out of the total 120 hours planned for this study, approximately 70 hours will be spent searching and collecting information. Analysis of the data is allotted 35 hours; reporting and compiling data will take 15 hours. The following is a plan and timeline for conducting the research: 

Weeks 1-4 Data collection of blank-check IPOs 

Weeks 5-8 Data collection and recording of regular and closed-end fund IPOs 

Weeks 9-15 Compare and analyze data 

Week 16-19 Draw conclusions & write report 

Tracking stock prices will be a constant task throughout the 19 weeks. 

Budget 
Requests for this proposed venture are a $1400 stipend and $300 for expenses. Expenses include printing and copying ($100), lab access fees ($100), miscellaneous books and magazine publications ($100). 

Benefits 
Through this research, interested parties will be able to gain insight into the relatively unfamiliar blank check IPOs. Investors may be able to evaluate the degree of risk and return associated with blank-check IPOs to make infonned investment decisions. Reporting the findings will stimulate continuing research on blank-check IPOs. 
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