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Abstract: This study aims to (1) extract knowledge and experience from operating financial businesses and 
managing public companies alongside the application of financial theories, and (2) synthesize comprehensive 
knowledge and guidelines in financial and investment management for the next generation of entrepreneurs. 
Employing a qualitative research approach, the study integrates real-world business experiences with established 
academic concepts to uncover effective financial and investment strategies for businesses seeking to enter the 
stock market via initial public offerings (IPOs). The findings highlight that the IPO journey is complex and 
resource-intensive, requiring strategic planning, professional advisory support, and long-term commitment. 
However, once listed, public companies benefit from expanded access to capital, enhanced corporate governance, 
improved market visibility, and sustained growth potential. With diligent preparation and sound execution, the 
IPO process can establish a strong legacy for family-owned businesses and contribute to national economic 
development. 
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1. Introduction 
 
The aspiration to become a publicly listed company through an initial public offering (IPO) represents a 
significant milestone for many businesses, particularly small and medium enterprises (SMEs). Going public allows 
these entities to offer equity in the form of shares to investors via a regulated capital market, thereby enabling 
substantial growth, diversification, and long-term sustainability. The IPO process not only provides access to 
broader capital resources but also reinforces corporate transparency, governance, and valuation credibility in the 
eyes of institutional and retail investors. 
 
The global capital market has evolved into a highly structured and regulated environment. For example, in 
Malaysia, Bursa Malaysia operates three key markets—Main Market, ACE Market, and LEAP Market—each 
under the supervision of the Securities Commission Malaysia. These platforms are designed to ensure transparent 
trading and protect investor interests (Bursa Malaysia Berhad, 2024). Similarly, in the United States, financial 
oversight is led by the Securities and Exchange Commission (SEC) and the Financial Industry Regulatory 
Authority (FINRA), both of which regulate the activities of public companies and investment intermediaries 
(SmartAsset, 2024). 
 
Despite the potential benefits, the IPO journey is complex and demands comprehensive planning and 
professional guidance. Companies must comply with rigorous financial reporting, regulatory documentation, 
investor roadshows, and due diligence procedures. Failure to meet regulatory standards or misrepresentation 
during the process may result in delays, rejection, or even legal consequences. These risks underscore the 
importance of strong internal leadership, competent advisory teams, and a robust financial foundation throughout 
the IPO lifecycle. 
 
Nevertheless, the rewards of a successful IPO are significant. According to the National Stock Exchange of 
Australia (2016), benefits include enhanced access to capital for expansion or acquisitions, increased market 
visibility and brand prestige, liquidity for existing shareholders, and the ability to attract talent through stock-based 
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incentives. Moreover, for family-owned businesses, listing can serve as a strategy to ensure continuity, professional 
management, and long-term legacy building. 
 
Conversely, the transition to a public company also brings challenges, including increased compliance costs, 
governance obligations, and market scrutiny. Public companies are mandated to produce periodic financial reports 
and sustainability disclosures such as Environmental, Social, and Governance (ESG) statements (Securities 
Commission Malaysia, 2022). These requirements demand investment in corporate infrastructure and skilled 
personnel. 
 
Given Southeast Asia’s growing economic influence and transitional movement toward financial modernization, 
understanding the IPO process has become increasingly relevant. The region’s integration into global capital 
markets presents both opportunities and challenges for entrepreneurs seeking to scale their businesses through 
public offerings. This research aims to bridge the gap between practical business experience and academic theory, 
contributing to the discourse on financial strategy, corporate transformation, and capital market development. 
 
2. Literature Review 
 
2.1 Theoretical Foundations of Business Formation and Capital Access 
 
The formation of a business entity lies at the core of economic activity and value creation. Theories of corporate 
formation emphasize legal legitimacy, market participation, stakeholder engagement, and value maximization 
(Deming, 1986). Particularly within the framework of financial economics, the firm exists to transform inputs into 
outputs in a value-creating process, where access to capital markets is pivotal to growth. The IPO serves as a 
mechanism by which private entities convert private equity into public capital, gaining access to broader investor 
bases, enhanced governance, and liquidity. 
 
According to OnDemand International (2023), a public company must adhere to higher standards of 
transparency, including full disclosure of business activities and financial status. The shift from a private to public 
company also marks a transformation in legal accountability, governance structure, and operational complexity, as 
companies become answerable not only to a board of directors but to a wide range of public investors. 
 
2.2 Financial Modeling and Feasibility Studies 
 
A critical element in preparing for an IPO is the establishment of a bankable feasibility study and financial 
modeling. These models encompass project cost analysis, capital expenditure forecasts, cash flow projections, and 
return on investment (ROI) calculations. The ability to construct and validate a comprehensive financial model 
determines the credibility of a business case to investors and regulators. As noted in the Corporate Finance 
Institute (2024), valuation methodologies such as discounted cash flow (DCF) analysis, comparable company 
analysis (CCA), and precedent transaction analysis (PTA) are commonly employed to establish pre-listing 
valuations. 
 
Feasibility studies not only guide internal decision-making but also serve as formal documentation required by 
securities regulators and potential investors. Their integration into IPO documentation ensures that businesses can 
demonstrate fiscal discipline and sustainable profitability. 
 
2.3 IPO as Strategic Financial Transformation 
 
Going public via an IPO is not merely a funding event; it represents a strategic reconfiguration of the firm. The 
IPO enables firms to broaden their investor base, improve public perception, and leverage market-based valuation 
mechanisms. The strategic goals behind IPOs often include capital acquisition for expansion, brand elevation, and 
long-term legacy building, especially for family-owned businesses (National Stock Exchange of Australia, 2016). 
Furthermore, listing introduces corporate discipline by mandating regular financial disclosure, thus improving 
internal financial controls and decision-making processes. 
 
The IPO process itself typically consists of three phases: Pre-IPO planning, IPO execution, and Post-IPO 
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compliance. Each phase demands specific strategies, legal consultations, and stakeholder engagement to minimize 
risk and align with regulatory expectations. 
 
2.4 Corporate Governance and Regulatory Compliance 
 
Corporate governance is a foundational requirement for companies seeking to become publicly traded entities. 
This includes board independence, internal control systems, shareholder rights, and transparency in management 
decisions. The Securities Commission Malaysia (2022) outlines governance strategic priorities that require listed 
companies to publish ESG disclosures and operate within strict regulatory boundaries. Failure to comply with 
governance expectations can result in penalties, reputational damage, or delisting. 
 
Regulatory requirements differ across jurisdictions. For example, the Hong Kong Stock Exchange mandates a 
three-year track record of financial reporting, a minimum number of shareholders, and market capitalization 
thresholds (Baker McKenzie, 2024). These requirements are intended to ensure only stable and well-prepared 
companies enter the public domain. In contrast, U.S. regulations focus heavily on investor protection through the 
Sarbanes-Oxley Act and SEC oversight. 
 
A practical comparison of listing requirements among stock exchanges offers insights into the strategic thresholds 
companies must meet. The Hong Kong Stock Exchange (HKEX) outlines three core eligibility tests that serve as 
key regulatory benchmarks for IPO applicants. 
 
Table 1. Summary of HKEX Listing Requirements     
 

Market Requirement 
Type 

Minimum 
Profit 

Market Cap Revenue 
Requirement 

Cash Flow 
Requirement 

HKEX Profit Test HK$50 million 
(3 yrs) 

HK$500 
million 

N/A N/A 

HKEX Revenue Test N/A HK$4 billion HK$500 million N/A 

HKEX Cash Flow Test N/A HK$2 billion HK$500 million HK$100 million (3 yrs) 

 
Note. Listing requirements are subject to periodic revisions; companies must consult official HKEX 
documentation during IPO planning (Baker McKenzie, 2024). 
 
2.5 Risk Considerations and Strategic Trade-offs 
 
Despite the numerous benefits of going public, several risks and limitations exist. Public companies are subject to 
volatile market forces, increased administrative burdens, and shareholder scrutiny. There are also high costs 
associated with compliance, investor relations, auditing, and legal services. Additionally, if a company 
underperforms post-IPO, it may face shareholder dissatisfaction, litigation risks, or plummeting share prices. 
Nonetheless, the trade-offs are often considered worthwhile, especially when viewed through the lens of long-
term corporate strategy. The IPO provides companies with strategic optionality: access to capital for mergers and 
acquisitions, talent retention through equity-based compensation, and the opportunity for founders to monetize 
part of their equity (Investopedia, 2024). 
 
3. Research Methodology 
 
3.1 Research Design 
 
This study employed a qualitative research design aimed at exploring and synthesizing practical knowledge 
derived from real-world business operations related to initial public offerings (IPOs). The research was grounded 
in the researcher’s experiential insights as a practitioner in financial markets and business development, 
integrated with theoretical and regulatory frameworks governing public company listings. 
 
A qualitative approach is appropriate for understanding complex organizational phenomena such as IPO 
processes, which involve multidimensional factors including legal compliance, strategic planning, financial 
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structuring, and stakeholder engagement. This design also allows for an in-depth interpretation of meanings, 
motivations, and outcomes derived from the IPO experience. 
 
3.2 Data Collection 
 
The primary data source consisted of experiential knowledge from the researcher, who has participated in or 
observed multiple IPO journeys as a business operator and strategic consultant. Supplementary data were derived 
from: 

- Case observations of companies undergoing IPOs in Southeast Asia, 
- Regulatory documents and stock exchange listing criteria, 
- Secondary data from industry reports, scholarly publications, and legal frameworks. 

 
These sources were triangulated to ensure data validity and provide a comprehensive perspective of IPO-related 
processes and outcomes. 
 
3.3 Analytical Framework 
 
The analysis involved a structured synthesis of: 
 

- The strategic decision-making process in IPO preparation, 
- Key financial planning and forecasting models used by companies, 
- Regulatory challenges and governance responses, 
- Strategic outcomes and lessons learned post-listing. 

 
This synthesis was conducted using a conceptual lens grounded in corporate finance, investment theory, and 
strategic management. The researcher applied interpretive reasoning to organize findings into a coherent body of 
practical and theoretical knowledge that can serve as a guideline for emerging businesses. 
 
3.4 Scope and Limitations 
 
While the research offers deep insight into the IPO process from a strategic and operational viewpoint, it is 
inherently limited by its qualitative scope and reliance on a single-researcher’s experiential context. However, 
this limitation is balanced by rigorous cross-referencing with international literature and public documentation, 
which strengthens the transferability of the findings. 
 
Future studies may expand on this work through quantitative analysis or multi-case comparisons to validate the 
observed patterns and develop more generalizable IPO readiness models. 
 
4. Findings and Discussion 
 
This section presents the key findings of the study, structured according to the three critical stages of the IPO 
process: Pre-IPO preparation, Execution of the IPO, and Post-IPO obligations. Each stage reflects strategic 
decisions and operational steps derived from business experience, regulatory frameworks, and financial theory. 
 
4.1 Pre-IPO Preparation 
 
The IPO process can be conceptualized in three major phases, each with distinct challenges and strategic 
considerations, as illustrated in Figure 1. One of the most crucial findings is that the success of an IPO is 
determined long before the company engages with regulators or investors. The pre-IPO phase involves forming a 
dedicated IPO team, selecting a stock exchange, conducting feasibility studies, and engaging professional advisers. 
 
 
 
 
Figure 1. The Three Phases of the IPO Process 

Pre-IPO Preparatio IPO Execution Post-IPO Obligations 
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A clear division of roles and responsibilities among internal leaders—such as the CEO, CFO, and corporate 
strategy manager—was found to streamline the IPO process and reduce errors in documentation and 
communication. The engagement of a credible corporate adviser with cross-jurisdictional knowledge is 
instrumental in aligning the company's financial reporting with stock exchange requirements. 
 
Understanding stock exchange listing criteria is a major determinant of IPO readiness. For example, the Hong 
Kong Stock Exchange stipulates specific financial performance benchmarks, public float requirements, and 
management continuity criteria (Baker McKenzie, 2024). The ability of a firm to meet such requirements is not 
only a regulatory issue but a strategic indicator of organizational maturity. 
 
Strategic discussion point: Companies that embed IPO objectives into their strategic roadmap from the early 
stages of growth are more likely to succeed, as they develop in alignment with public listing requirements. 
 
4.2 IPO Execution Phase 
 
During the IPO execution phase, multiple professional parties become involved. These include investment banks 
(or sponsors), legal advisers, auditors, and market research firms. The IPO sponsor plays a pivotal role in 
coordinating these parties and guiding the company through due diligence and documentation. 
 
A significant insight from the field is the importance of rigorous due diligence—both legal and financial. 
Companies must disclose intellectual property, litigation history, material contracts, and financial projections. 
Errors or omissions during this stage often delay the listing process and may cause reputational harm. 
 
The preparation of the prospectus is another core activity. It includes the company’s business overview, market 
research findings, risk disclosures, and audited financial statements. Inaccuracies or inconsistencies in this 
document may lead to rejection by the securities commission or legal liability after listing (Investopedia, 2024). 
 
Company valuation is both a financial and psychological factor. While financial modeling techniques such as DCF, 
CCA, and PTA offer a basis for valuation, market sentiment and investor perception also shape pricing and 
subscription success (Corporate Finance Institute, 2024). 
 
Strategic discussion point: Companies that overvalue themselves may experience weak investor confidence post-
listing, resulting in price volatility and long-term credibility issues. 
 
4.3 Post-IPO Obligations and Strategic Governance 
 
The post-IPO phase often receives less attention but is equally critical. Once listed, the company must adhere to 
continuous disclosure obligations, periodic financial reporting, and corporate governance protocols. 
 
Findings show that many newly listed companies struggle with ongoing compliance, especially if they fail to 
invest in investor relations and internal control systems. Maintaining transparent communication with investors 
and timely submission of financial reports is essential for sustaining share price stability and public trust (Bursa 
Malaysia Berhad, 2024). 
 
Additionally, companies are required to issue Environmental, Social, and Governance (ESG) reports to 
comply with evolving investor expectations and regulatory mandates (Securities Commission Malaysia, 2022). This 
increases operational costs but enhances brand reputation and investor appeal. 
 
 
Strategic discussion point: The IPO is not a conclusion but a transformation point. Businesses that treat it as a 
one-time event often fall short of long-term expectations. Success in the post-IPO phase depends on building 
scalable governance infrastructure and stakeholder engagement strategies. 
 
5. Conclusion and Implications 
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The process of launching an initial public offering (IPO) is not merely a financial transaction but a comprehensive 
transformation of a private enterprise into a publicly accountable organization. This research has revealed that 
successful IPOs are rooted in long-term strategic planning, organizational readiness, and a deep understanding of 
legal, financial, and market requirements. 
 
From the pre-IPO stage to post-listing obligations, companies must engage in a multi-phase journey involving 
legal compliance, financial modeling, governance enhancement, and investor relations. The findings emphasize 
that early alignment with regulatory frameworks, particularly through feasibility studies and capital structuring, can 
significantly improve IPO outcomes. 
 
Moreover, the study confirms that IPO success is not solely dependent on fundraising, but also on a company’s 
ability to sustain performance, build public trust, and institutionalize good governance. For family-owned 
businesses, going public can serve as a vehicle to institutionalize leadership succession and preserve legacy, 
provided that governance systems are robust and adaptable. 
 
Strategically, IPOs offer access to larger capital pools, wider investor networks, and stronger market positioning. 
However, they also expose firms to compliance burdens, reputational risks, and market volatility. Therefore, firms 
must carefully evaluate their internal capabilities and external market conditions before initiating the IPO process. 
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