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SPACS VS IPOS IN US MARKET
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SPACS VS IPOS IN US MARKET

2022 Going public via SPACs 4

Bitcoin price in USD



SPAC – 2021 WORD OF THE YEAR IN FINANCE
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SPACS RETURNS TO INVESTORS
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WHY COMPANIES GO PUBLIC

• Access to capital
• Liquidity
• Easier growth through 

acquisitions or partnerships
• Attracting talent with stock 

incentives
• More transparency and less 

asymmetric information
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HOW COMPANIES GO PUBLIC

• Initial public offering (IPO)

• Several alternatives:
• Listing on restricted market
• Reverse merger
• Shelf registration
• Special purpose acquisition company

• Non-conventional alternatives
• Equity crowdfunding
• Initial coin offering
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SPACS
In a nutshell



A SPAC:
• Blank check company created and listed on 

exchange by a sponsor by collecting funds from 
investors that are placed in an escrow account

• Purpose – to search for a private target

• Investors receive shares and warrants but have 
no knowledge about future target

• If target is not found: the investors get their 
money back plus interest

• If target is found: the investors must approve it 
and can decide whether to stick with the firm 
or redeem their shares
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Result: Private company is listed, funds 
collected from pool created by SPAC investors



TIMELINE

SPAC Listing

Within 24 months

Shareholder approval

Deal conclusion and merger

Professional investors contribute funds (usually minimum is $100k), 
receive shares and warrants, Shares and warrants start trading, retail 
investors can buy shares in the aftermarket

Target must be found and agree to be taken over. If not, the 
SPAC is dissolved, investors receive original investment back, 
Sponsors lose their money

Shareholders vote and separately decide whether to redeem their 
shares and terminate their investment. Sponsor must find additional 
resources to compensate the redeemed shares (PIPE in the USA, 
block of the deal if more than 30% of shares redeemed in Italy)

SPAC and target are merged. SPAC and target 
shareholders received shares in deSPAC entity. The SPAC 
changes name and trading in shares continues the 
exchange
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Prior to Listing
Sponsor(s) conducts road shows, finds underwriter, promotes the 
SPAC, secures initial funding to cover start-up and legal 
expenses



SPAC ADVANTAGES OVER IPO
GAHNG, RITTER AND ZHANG, 2021

Speed

Lower threat of litigation

More certainty about proceeds

Earnout provisions

Faster process to take advantage of bull market conditions 

‘Safe harbour’ provision (USA) that allow better 
lawsuit protection (like in mergers) for SPACs as 
compared to usual security offerings.

In IPOs due to bookbuilding, the final offering 
price is not known until the last day. With SPACs 
it is more certain.

Contingent renumeration of sponsors based on post-
merger performance in SPACs. Much less frequent in 
IPOs.
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Role of sponsors
Sponsor(s) provide advice and certification similar to Venture 
Capital financing



WHAT DO WE KNOW ABOUT SPACS

• Empirical analysis virtually only on US SPACs data

• SPACs destroy post-merger value and create conflict of interests 
between sponsors and shareholders (Jennkinson & Sausa, 2011)

• Significant cross-sectional variation exists in SPACs' performance 
(Dimitrova, 2017)

• More experienced managers and boards or glamor underwriters and 
larger underwriter syndicates are associated with worse post-merger 
performance (Cumming et al. 2014)

• SPAC waves due to market-wide uncertainty (VIX) and time-varying 
risk aversion (Blomkvist & Vulanovic, 2020)

• SPAC sponsors act as non-bank certification intermediaries and match 
yield-seeking investors with smaller and riskier operating firms (Bai et 
al., 2021)
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OUR RESEARCH CONTRIBUTION ON SPACS (I)

• First study different regulatory SPAC setting on meaningful 
sample (Italian SPACs)

• Address the question of retail investors participation in SPACs 
and their potential abuse:

• H1: Retail investors are not participating in SPAC 
investment, both at the initial allocation and in the 
secondary market

• H2. Institutional investors actively participate in SPACs’ 
shares allocation process and actively buy shares in the 
secondary market
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OUR RESEARCH CONTRIBUTION ON SPACS (II)

• We also study the investment patterns of institutional 
investors
• H3. A group of institutional investors dominates when it 

comes to the allocation of SPACs’ shares

• Look closely at the cost structure of typical SPAC and 
compare it to the US data

• Calculate SPACs long-run performance and its interaction 
with SPAC dilution

• Work in progress on contingent renumeration of sponsors and 
its effects on SPAC share performance
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OUR FINDINGS

• We use trading data from Borsa Italiana for SPAC 
shares and warrants; ownership statistics and 
dynamics, and market data from Refinitive Eikon

• By regulation the retail investors are not allowed to 
subscribe to SPAC offerings but are very active in the 
post-IPO trading: 
• 30% of all trades below two thousand Euro
• 45% of all trades were below four thousand Euro
• But cannot exclude the likelihood of algorithmic 

trading algorithms
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OUR FINDINGS

• Institutional investors that participate in the offering 
offload the shares towards the merger to realize the 
ST gains but keep warrants 

• Institutional investors that do not participate in the 
offering build up their stakes but offload them 
towards the merger
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OUR FINDINGS

• No SPAC mafia in Italy 

• Warrant trading is small - median warrant trade size 
is 600 Euro, which is 8 times lower than that of the 
SPAC shares. 75% of all deals are below two thousand 
Euro

• However warrant trading turnover is higher than that 
of shares

• Very modest dilution (losses of SPAC investors) 
compared to US data
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OUR FINDINGS

• Dilution due to conversion of 
sponsors special shares 
(contingent renumeration) is 
compensated by long-rung 
overperformance
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