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2026 is on pace for a historic year from a US IPO perspective.  According to data from Bloomberg, companies 
going public this year have raised $251 billion through 6/26/26.  The US IPO market broke the record for most 
public issuance at the mid-year point, surpassing the previous record set in 2021*.  The IPO momentum is 
expected to continue in the 2nd half of the year with several planned jumbo IPOs. 

With so much media coverage on these IPOs, let’s take a deeper dive into this area of the market including 
historical performance and risk characteristics. 

* Source: Bloomberg 

 

What is an IPO? 

An IPO stands for initial public offering, which is when a private company sells shares of stock to the public.  
These companies are transitioning from private ownership to public ownership.  Companies typically decide to 
go public for one or more reasons including, but not limited to, raising money for growth plans, paying off 
debts, and/or allowing company management to liquidate their private shares. 

There are also other types of equity new issue offerings for companies that are already publicly traded.  Some 
companies may have a follow-on offering and issue additional shares that are already publicly traded.  Alphabet 
is an example of a company that had a follow-on share sale this year as they announced a proposed equity 
offering to raise $80 billion to fund its AI buildout. 

 

IPO Process 

When investors agree to participate in an IPO, they agree to purchase shares at the offering price before the 
company begins trading on the stock exchange. This offering price is determined by the lead underwriter and 
the issuer based on a number of factors, including the indications of interest received from potential investors 
in the offering.  Investors will need to determine if their custodian offers access to new issue equity offerings 
and, if so, what the eligibility requirements are.  While investors can technically sell their shares from an IPO 
once it begins publicly trading, some custodians will restrict their eligibility to participate in future offerings if 
investors sell within the first several days. The practice of quickly selling IPO shares is known as "flipping," and 
it is something most custodians discourage.  Investors should always complete their due diligence before 
participating including understanding any selling restrictions by the custodian and reviewing the company’s 
preliminary prospectus (“red herring”). 

 

 



  
  
Historical Performance and Volatility 

IPOs have changed over the past 20 years from a market capitalization perspective.  Companies are typically 
staying private longer now and more companies are going public as large cap stocks as opposed to 20 years ago 
when more IPOs had smaller market capitalization.  However, what has not changed is that the average IPO 
typically experiences higher volatility, especially in its first year, than the average publicly traded company.  The 
higher volatility can be attributed to several factors including the expiration of lockup periods which allow 
insiders to sell shares, investors scrutinizing company financials during their first year of quarterly earnings 
reports, and, of course, the general economic landscape. 

Here are some quick facts* on recent IPO performance, which illustrates this volatility. 

• Over the past 20 years, the 10 best performing US IPOs in their first year have averaged 120.4% returns 
while the 10 worst performing US IPOs during that time period have averaged -78.3% returns. 

• The 20 largest US IPOs since 2006 have experienced an average first year maximum drawdown of            
- 61.8%. 

• The 10 largest US IPOs since 2006 have a median 1st year return of -26.2% with returns ranging from 
+27.4% to -67.3%. 

* Source: Bloomberg 

To further illustrate their typical heightened volatility, below is a graphic view of how IPOs have performed vs 
the S&P 500 in their first year going back to 2016. 

 

Source: Bloomberg Finance LP, S&P Global (as of 5/29/26). *2025 IPO Performance data does not include IPOs priced after 5/29/26 



  
  
Summary 

 

This paper is not intended to encourage or discourage investors from participating in IPOs.  Rather the purpose 
is to make investors aware of the risk / return characteristics of IPOs.  Investors should always focus on their 
long-term investment objectives, but also be prepared for IPO volatility, especially in their first year, if they do 
participate.   
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