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Abstract  
The rapid growth of Indonesia's economy and business environment has encouraged companies to seek external 
financing to sustain and expand their operations through equity issuance in an Initial Public Offering (IPO). Drawing 
on Signaling Theory, firm characteristics and IPO supporting parties are regarded as quality signals that may 
influence investors' decisions and potentially lead to stock underpricing. This study aims to examine the effects of 
underwriter reputation, firm size, firm age, and leverage on the level of IPO underpricing among companies listed 
on the Indonesia Stock Exchange (IDX). The study population comprised 267 companies that conducted IPOs on 
the IDX, of which 184 companies were selected as the research sample based on predetermined sampling criteria. A 
total of 920 observations were analyzed, representing the selected firms over the five-year study period from 2020 
to 2024. This study employed a quantitative research approach, and the data were analyzed using multiple linear 
regression with SPSS software. The findings reveal that underwriter reputation and firm age have a negative effect 
on IPO underpricing, whereas firm size has a positive effect. In addition, leverage is found to have a negative effect 
on IPO underpricing. These findings suggest that reputable underwriters, more established firms, and higher leverage 
levels reduce IPO underpricing by providing positive signals regarding firm quality and financial discipline. 
Conversely, larger firms tend to experience higher levels of underpricing because of stronger investor expectations 
and more optimistic market responses toward newly issued shares. Overall, the findings highlight the importance of 
both firm-specific characteristics and underwriter reputation in determining the level of IPO underpricing. 
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INTRODUCTION  

Indonesia's economy and business sector have experienced substantial growth in recent years, requiring 
companies to strengthen their competitive capabilities to survive and expand in an increasingly competitive business 
environment. To support business expansion, companies frequently require substantial external financing, which is 
commonly obtained through the issuance of new shares via an Initial Public Offering (IPO) in the capital market 
(Fraskya & Sari, 2024). Companies and other institutions raise external funds by issuing equity securities or debt 
instruments, while investors allocate their capital by purchasing capital market instruments either directly or through 
mutual funds. In this context, the capital market serves as an intermediary between firms seeking funding and 
investors with excess capital through the trading of financial instruments, such as stocks and bonds, under the 
supervision of the Indonesia Stock Exchange (IDX). 

A company's decision to offer a portion of its ownership to the public through the capital market marks its 
transition into a publicly listed company (go public). Consequently, the company is required to enhance corporate 
transparency by providing financial and operational information to the public while allowing investors to acquire 
ownership interests through share purchases. The initial sale of shares to the public is referred to as an Initial Public 
Offering (IPO). An IPO is the process through which a company offers and sells its shares to investors in the primary 
market, after which the shares become tradable in the secondary market. Before conducting an IPO, companies must 
satisfy various regulatory requirements established by both the financial regulator and the Indonesia Stock Exchange 
(IDX). Once all listing requirements have been fulfilled, the IDX grants approval for the share listing agreement. 
Subsequently, the public offering period generally lasts between one and five business days. Following the 
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completion of the offering period, the IDX officially announces the listing of the company's shares together with its 
stock ticker symbol, which is subsequently used for trading activities in the secondary market (Harahap et al., 2020). 
The trend in the number of companies conducting Initial Public Offerings (IPOs) in Indonesia during the 2020–2024 
period is presented in Figure 1. 

Figure 1. Companies Conducting Initial Public Offerings (IPOs) on the Indonesia Stock Exchange During 
2020–2024 

 
Source: Processed Data (2026). 

Based on Figure 1, the property sector recorded the highest number of companies conducting Initial Public 
Offerings (IPOs) during the 2020–2024 period, with 46 companies (17.23%). The primary consumer goods and non-
primary consumer goods sectors also exhibited substantial IPO activity, accounting for 44 companies (16.48%) and 
41 companies (15.36%), respectively. These were followed by the industrial, technology, and energy sectors, which 
recorded 34 companies (12.73%), 26 companies (9.74%), and 24 companies (8.99%), respectively. In contrast, the 
infrastructure, basic materials, and healthcare sectors experienced relatively fewer IPOs, while the financial and 
transportation sectors recorded the lowest number of IPOs, with only 7 and 4 companies, respectively. Overall, this 
distribution indicates that IPO activity on the Indonesia Stock Exchange during the observation period was 
dominated by companies operating in the property, consumer goods, and industrial sectors, which generally require 
substantial external financing to support business growth and expansion. 

One of the most common phenomena associated with an Initial Public Offering (IPO) is underpricing. 
Underpricing refers to a condition in which the offering price of a stock in the primary market is lower than its market 
price when the stock begins trading in the secondary market (Pradnyana et al., 2024). This phenomenon has been 
widely documented across IPO markets worldwide, including Indonesia. From the issuing firm's perspective, 
underpricing is considered undesirable because it prevents the company from maximizing the amount of capital 
raised through the IPO. Consequently, companies planning to go public generally seek to minimize the risk of 
underpricing (Lestari & Trihastuti, 2020). 

Zhang and Neupane (2024) argue that underpricing remains one of the most extensively discussed issues in 
the IPO literature because of its broad implications for all stakeholders involved. Although substantial underpricing 
may generate short-term gains for investors who purchase shares at the offering price, it simultaneously imposes 
costs on issuing firms by reducing potential proceeds from the offering. The degree of underpricing is not random 
but is influenced by a combination of firm-specific and external factors. Internal determinants commonly associated 
with IPO underpricing include firm size, firm age, and leverage, whereas underwriter reputation represents an 
important external factor that may influence the success of the IPO process. Collectively, these factors provide a 
comprehensive explanation for variations in IPO underpricing. The underwriter plays a crucial role in the IPO 
process as the institution responsible for underwriting and marketing newly issued shares. Owing to its superior 
experience and access to capital market information, as well as a better understanding of investor expectations, the 
underwriter assists issuing firms in determining an appropriate offering price. In practice, underwriters often set the 
initial offering price at a relatively conservative level to minimize the risk of unsuccessful subscription (Liu & Wu, 
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2023). Accordingly, the success of an IPO is highly dependent upon the expertise and reputation of the underwriter 
in managing the issuance process. Previous empirical studies have reported inconsistent findings regarding the role 
of underwriter reputation, which is frequently regarded as a signal of firm quality during the IPO process. Dwijaya 
and Cahyadi (2022) found that underwriter reputation has a positive and significant effect on underpricing, whereas 
Apsari et al. (2021) reported a negative relationship. These inconsistent findings indicate the existence of an 
empirical gap concerning the influence of underwriter reputation on IPO underpricing, thereby warranting further 
investigation to provide more comprehensive empirical evidence. 

IPO underpricing is also expected to be influenced by firm size. Larger firms are generally more recognizable 
to the public, which may enhance investor confidence regarding their future prospects and potentially reduce 
information uncertainty. However, previous studies examining the relationship between firm size and IPO 
underpricing have produced inconsistent results. Lestari and Yunifa (2020) found that firm size positively affects 
underpricing, suggesting that larger firms tend to experience higher levels of IPO underpricing. Conversely, Rohman 
and Fitriati (2024) reported a negative relationship between firm size and underpricing among service companies 
listed on the Indonesia Stock Exchange. These conflicting findings reveal an empirical gap regarding the relationship 
between firm size and IPO underpricing, highlighting the need for further research using more recent IPO data across 
various industrial sectors. 

Firm age is another variable that may serve as an indicator of organizational stability and operational 
experience, thereby influencing investor perceptions. Bigus and Dreyer (2023) argue that younger firms generally 
experience higher levels of information asymmetry, making them more susceptible to greater IPO underpricing. 
Investors tend to perceive older firms as more attractive investment opportunities because companies with longer 
operating histories are considered more capable of sustaining long-term business performance and maintaining 
competitiveness (Mulyani & Maulidya, 2021). 

Previous empirical evidence regarding the relationship between firm age and IPO underpricing has also 
produced inconsistent findings. Dwijaya and Cahyadi (2021) reported a positive effect of firm age on IPO 
underpricing, suggesting that firms with longer operating histories tend to experience higher underpricing. In 
contrast, Isynuwardhana and Febryan (2022) found a negative relationship between firm age and IPO underpricing. 
These contradictory findings indicate an empirical gap concerning the role of firm age in determining IPO 
underpricing and justify further empirical investigation using more recent IPO data from companies listed on the 
Indonesia Stock Exchange. 

Leverage, defined as the use of debt financing to support corporate assets and operations, is another factor 
that may signal a firm's financial condition to prospective investors and consequently influence IPO pricing. In this 
study, leverage is measured using the Debt-to-Equity Ratio (DER). Kennedy et al. (2021) found that leverage 
negatively affects IPO underpricing. This finding is consistent with Evitasari et al. (2023), who reported that leverage 
has a significant negative effect on IPO underpricing among companies listed on the Indonesia Stock Exchange 
during the 2019–2021 period. Nevertheless, changes in capital market conditions, firm characteristics, and 
macroeconomic environments across different periods may alter the relationship between leverage and IPO 
underpricing. Therefore, further investigation using more recent IPO data remains necessary. 

This study is grounded in Signaling Theory, which posits that firms communicate relevant information to 
investors in order to reduce information asymmetry, particularly during the IPO process. Under conditions of limited 
information, investors rely on firm characteristics and the attributes of IPO intermediaries as signals when evaluating 
firm quality and future prospects. Teti and Montefusco (2022) argue that the degree of IPO underpricing itself may 
serve as a signal of firm quality. In the present study, underwriter reputation is viewed as a signal of corporate 
credibility, firm size as a signal of organizational stability and operational capacity, firm age as a signal of operational 
experience and business sustainability, and leverage as a signal of the firm's financial condition and capital structure. 
These signals influence investors' perceptions of corporate risk and future performance. The more favorable the 
signals received by investors, the lower the level of information uncertainty, thereby influencing demand for IPO 
shares and the resulting degree of underpricing. 

Although numerous studies have examined the effects of underwriter reputation, firm size, firm age, and 
leverage on IPO underpricing, the findings remain inconclusive. These inconsistent results suggest that the 
determinants of IPO underpricing have not yet been explained consistently, indicating the presence of unresolved 
empirical gaps. Moreover, the substantial increase in IPO activity on the Indonesia Stock Exchange in recent years, 
accompanied by changes in economic conditions and capital market dynamics, may have altered investor responses 
to available information. Therefore, this study is important because it provides more recent empirical evidence 
regarding the determinants of IPO underpricing among companies conducting IPOs on the Indonesia Stock Exchange 
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during the 2020–2024 period, while simultaneously strengthening the explanatory power of Signaling Theory in 
explaining the underpricing phenomenon in the Indonesian capital market. 
 
METHOD  

This study employed a quantitative research approach, with the research design serving as a framework for 
data collection, processing, analysis, and interpretation (Siregar, 2022). The study aimed to examine the effects of 
underwriter reputation, firm size, firm age, and leverage on IPO stock underpricing among companies conducting 
an Initial Public Offering (IPO) on the Indonesia Stock Exchange (IDX) during the 2020–2024 period. The research 
was conducted using secondary data obtained from the official IDX website, while the research objects comprised 
companies that experienced underpricing following their IPOs. The dependent variable was IPO underpricing, 
proxied by initial return, whereas the independent variables included underwriter reputation (measured as a dummy 
variable), firm size, firm age, and leverage, which was proxied by the Debt-to-Asset Ratio (DAR) (Putri & 
Ekaningtias, 2024; Rini & Damayanti, 2024; Sidabutar & Tumeuw, 2025; Dwijaya & Cahyadi, 2022). 

The study population consisted of 267 companies from all industrial sectors that conducted IPOs on the 
Indonesia Stock Exchange during the 2020–2024 period. A total of 184 companies were selected as the research 
sample using a non-probability sampling technique with a purposive sampling method (Sugiyono, 2023). The sample 
selection was based on predetermined criteria, namely companies that conducted an IPO, experienced underpricing, 
and published their financial statements in a timely manner throughout the observation period. The study utilized 
quantitative secondary data obtained from annual reports, financial statements, the official IDX website, corporate 
websites, and other relevant literature. Data were collected using the documentation method, which involved 
reviewing IPO offering prices, first-day closing prices, underwriter information, and other data relevant to the 
research objectives (Sugiyono, 2020; Dwiantari & Sari, 2024). 

The data analysis began with descriptive statistical analysis to summarize the characteristics of the research 
data. Subsequently, the classical assumption tests were performed, including the Kolmogorov–Smirnov normality 
test, the multicollinearity test using Tolerance and Variance Inflation Factor (VIF) values, and the Glejser test to 
assess heteroscedasticity (Ghozali, 2016). The hypotheses were then tested using multiple linear regression analysis 
with IBM SPSS Statistics Version 27. The regression analysis included the partial significance test (t-test), the overall 
model significance test (F-test), and the coefficient of determination (R²) to examine the effects of underwriter 
reputation, firm size, firm age, and leverage on IPO stock underpricing among companies listed on the Indonesia 
Stock Exchange during the 2020–2024 period (Ghozali, 2016). 
 
RESULTS AND DISCUSSION 
Descriptive Statistics 

The research objects comprised companies from all industrial sectors listed on the Indonesia Stock Exchange 
(IDX) that conducted Initial Public Offerings (IPOs) during the 2020–2024 period, resulting in a total population of 
267 companies. The research sample was determined using a purposive sampling technique based on predefined 
criteria relevant to the objectives of the study. Following the sample selection process, 184 companies met the 
sampling criteria. With a five-year observation period, the study generated a total of 920 firm-year observations for 
analysis. The names and stock ticker symbols of the 184 sample companies are presented in the appendix. 

This study was conducted to examine the effects of underwriter reputation, firm size, firm age, and leverage 
on IPO stock underpricing. Prior to hypothesis testing, descriptive statistical analysis was performed to provide a 
general overview of the research data. Descriptive statistics summarize the characteristics of the data and present 
essential information regarding the variables without testing research hypotheses. Accordingly, this analysis serves 
to describe the observed characteristics of the sample data without drawing statistical inferences or generalizations 
beyond the study sample. 

In this study, the descriptive statistical analysis includes the number of observations, minimum and 
maximum values, mean values, and standard deviations as measures of data dispersion. The results of the descriptive 
statistical analysis are presented in Table 1. 
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Table 1. Descriptive Statistics 

Variable N Minimum Maximum Mean Standard Deviation 
Underwriter Reputation (X₁) 920 0.00 1.00 0.53 0.50 
Firm Size (X₂) 920 25.69 31.63 30.44 1.07 
Firm Age (X₃) 920 0.00 57.00 14.46 11.29 
Leverage (X₄) 920 0.31 0.80 0.55 0.15 
IPO Stock Underpricing (Y) 920 -0.17 0.25 0.01 0.13 

Source: Processed Data (2026), SPSS Output. 
The descriptive statistical results indicate that underwriter reputation and firm size have mean values 

relatively close to their respective maximum values, suggesting that the majority of sample firms employed highly 
reputable underwriters and were relatively large in terms of total assets. In contrast, firm age and leverage exhibit 
mean values closer to their minimum values, indicating that most sample firms were relatively young and maintained 
relatively low levels of debt financing, reflecting more conservative financial risk. Furthermore, the IPO stock 
underpricing variable has a relatively low mean value, indicating that the difference between the IPO offering price 
and the first-day market price was generally small. In some cases, the offering price even exceeded the market price, 
resulting in overpricing. Overall, the sample is characterized by relatively large firms employing reputable 
underwriters, maintaining moderate leverage, possessing relatively short operating histories, and experiencing 
relatively low levels of IPO underpricing throughout the observation period. 

 
Classical Assumption Tests 
1. Normality Test 

The normality test was conducted using the Kolmogorov–Smirnov (K–S) test by comparing the distribution 
of the sample data with a normal distribution. A significance value greater than 0.05 indicates that the data are 
normally distributed, whereas a significance value below 0.05 indicates that the data do not follow a normal 
distribution. The results of the normality test are presented in Table 2. 

Table 2. Normality Test Results 
One-Sample Kolmogorov–Smirnov Test 

 Unstandardized Residual 
N 920 
Normal Parameters  

Mean 0.000 
Standard Deviation 0.127 
Most Extreme Differences  

Absolute 0.087 
Positive 0.087 
Negative -0.065 
Test Statistic 0.087 
Asymp. Sig. (2-tailed) 0.100 

Source: Processed Data (2026), SPSS Output. 
As presented in Table 2, the Kolmogorov–Smirnov test statistic is 0.087, with a significance value of 0.100, 

which exceeds the threshold of 0.05. Therefore, the data are normally distributed and satisfy the normality 
assumption required for subsequent regression analysis. 

 
2. Multicollinearity Test 

The multicollinearity test was performed to determine whether correlations existed among the independent 
variables included in the regression model. The assessment was based on the Tolerance values and the Variance 
Inflation Factor (VIF). A model is considered to exhibit multicollinearity when the Tolerance value is less than 0.10 
or the VIF exceeds 10. The results of the multicollinearity test are presented in Table 3. 
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Table 3. Multicollinearity Test Results 
Variable Tolerance VIF 
Underwriter Reputation (X₁) 0.988 1.012 
Firm Size (X₂) 0.988 1.012 
Firm Age (X₃) 0.994 1.006 
Leverage (X₄) 0.993 1.007 

Source: Processed Data (2026), SPSS Output. 
As shown in Table 3, all independent variables have Tolerance values greater than 0.10 and VIF values well 

below 10. These results indicate that no multicollinearity exists among the independent variables, confirming that 
the regression model satisfies the multicollinearity assumption. 

 
3. Heteroscedasticity Test 

The heteroscedasticity test was conducted to determine whether the variance of the residuals remained 
constant across observations. Constant residual variance is referred to as homoscedasticity, whereas non-constant 
variance indicates heteroscedasticity. A well-specified regression model should not exhibit heteroscedasticity. The 
Glejser test was employed for this purpose by examining the significance values of the independent variables. A 
significance value of ≤ 0.05 indicates the presence of heteroscedasticity, whereas a value of ≥ 0.05 indicates its 
absence. The results of the heteroscedasticity test are presented in Table 4. 

Table 4. Heteroscedasticity Test Results 

Model Unstandardized Coefficients 
(B) 

Std. 
Error 

Standardized Coefficients 
(Beta) t Sig. 

(Constant) 0.135 0.060 — 2.267 0.024 
Underwriter Reputation 
(X₁) -0.005 0.004 -0.040 -

1.213 0.225 

Firm Size (X₂) -0.001 0.002 -0.012 -
0.374 0.709 

Firm Age (X₃) -0.016 0.000 -0.003 -
0.085 0.932 

Leverage (X₄) -0.001 0.014 -0.001 -
0.039 0.969 

Dependent Variable: Absolute Residual (AbsRes) 
Source: Processed Data (2026), SPSS Output. 

As presented in Table 4, the significance values are 0.225 for Underwriter Reputation, 0.709 for Firm Size, 
0.932 for Firm Age, and 0.969 for Leverage. Since all significance values exceed 0.05, there is no evidence of 
heteroscedasticity in the regression model. Accordingly, the assumption of homoscedasticity is satisfied, indicating 
that the regression model is appropriate for hypothesis testing. 
 
Multiple Linear Regression Analysis 

Multiple linear regression analysis was employed to examine the direction and magnitude of the effects of 
the independent variables on the dependent variable in this study. The statistical summary and hypothesis testing 
results presented in this paper are based on the complete SPSS output. 

Model Goodness-of-Fit Test (F-Test) 
Table 5. F-Test Results 

ANOVA 
Model Sum of Squares df Mean Square F Sig. 
Regression 0.106 4 0.026 2.640 0.016 
Residual 14.725 915 0.016   

Total 14.830 919    

Source: Processed Data (2026), SPSS Output. 
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As presented in Table 5, the F-test produced a significance value of 0.016, which is lower than the 
significance threshold of 0.05. This result indicates that underwriter reputation, firm size, firm age, and leverage 
jointly have a statistically significant effect on IPO stock underpricing. Therefore, the proposed regression model is 
considered appropriate for explaining the relationship between the independent and dependent variables. 
 
Coefficient of Determination (R²) 

The coefficient of determination (R²) was used to assess the explanatory power of the regression model by 
measuring the proportion of variation in the dependent variable explained by the independent variables. Higher R² 
values indicate greater explanatory power. The results of the coefficient of determination are presented in Table 6. 

Table 6. Coefficient of Determination Results 
Model R R Square Adjusted R Square Std. Error of the Estimate 
1 0.684 0.701 0.700 0.12686 

Source: Processed Data (2026), SPSS Output. 
The coefficient of determination analysis indicates an Adjusted R² value of 0.700, implying that 70.0% of 

the variation in IPO stock underpricing is explained by the combined effects of underwriter reputation, firm size, 
firm age, and leverage. The remaining 30.0% is attributable to other factors not included in the regression model. 

 
Partial Significance Test (t-Test) 

The partial significance test (t-test) was conducted to examine the individual effect of each independent 
variable on the dependent variable. Statistical significance was evaluated at the 5% significance level. An 
independent variable is considered to  have a significant effect if its significance value is below 0.05. The results 
of the t-test are presented in Table 7. 

Table 7. t-Test Results 

Model Unstandardized Coefficients 
(B) 

Std. 
Error 

Standardized Coefficients 
(Beta) t Sig. 

Constant 0.112 0.121 — 0.926 0.355 
Underwriter Reputation 
(X₁) -0.122 0.008 -0.049 -

2.481 0.039 

Firm Size (X₂) 0.062 0.004 0.032 1.951 0.042 

Firm Age (X₃) -0.063 0.000 -0.032 -
1.972 0.031 

Leverage (X₄) -0.131 0.029 -0.051 -
2.550 0.021 

Source: Processed Data (2026), SPSS Output. 
Based on the estimated regression model, the findings can be interpreted as follows: 
1. Underwriter Reputation (X₁) has a regression coefficient of −0.122, indicating that, holding all other 

variables constant, a one-unit increase in underwriter reputation is associated with a 0.122-unit decrease in 
IPO stock underpricing. The first hypothesis (H₁) yields a regression coefficient of −0.122, with a t-statistic 
of −2.481 and a p-value of 0.039, which is below the 5% significance level. Accordingly, H₁ is supported, 
indicating that underwriter reputation has a negative and statistically significant effect on IPO stock 
underpricing. 

2. Firm Size (X₂) has a regression coefficient of 0.062, indicating that, ceteris paribus, a one-unit increase in 
firm size leads to a 0.062-unit increase in IPO stock underpricing. The second hypothesis (H₂) produces a 
regression coefficient of 0.062, with a t-statistic of 1.951 and a p-value of 0.042, indicating statistical 
significance at the 5% level. Therefore, H₂ is supported, suggesting that firm size has a positive and 
statistically significant effect on IPO stock underpricing. 

3. Firm Age (X₃) has a regression coefficient of −0.063, indicating that a one-unit increase in firm age is 
associated with a 0.063-unit decrease in IPO stock underpricing, assuming all other variables remain 
constant. The third hypothesis (H₃) yields a regression coefficient of −0.063, with a t-statistic of −1.972 and 
a p-value of 0.031, indicating statistical significance. Consequently, H₃ is supported, demonstrating that firm 
age has a negative and statistically significant effect on IPO stock underpricing. 
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4. Leverage (X₄) has a regression coefficient of −0.131, indicating that, holding other variables constant, a one-
unit increase in leverage results in a 0.131-unit decrease in IPO stock underpricing. The fourth hypothesis 
(H₄) produces a regression coefficient of −0.131, with a t-statistic of −2.550 and a p-value of 0.021, 
indicating statistical significance. Accordingly, H₄ is supported, suggesting that leverage has a negative and 
statistically significant effect on IPO stock underpricing. 

Discussion 
The Effect of Underwriter Reputation on IPO Stock Underpricing 

The empirical results indicate that underwriter reputation has a negative and statistically significant effect 
on IPO stock underpricing. From the perspective of Signaling Theory, underwriter reputation serves as a quality 
signal that reduces information asymmetry between issuing firms and investors. Highly reputable underwriters are 
generally perceived to possess superior analytical capabilities, extensive market experience, and rigorous screening 
standards in selecting companies for public offerings. Consequently, the involvement of a reputable underwriter 
sends a positive signal to the market that the issuing firm is credible and of high quality. 

The negative relationship between underwriter reputation and IPO underpricing can be further explained by 
Signaling Theory, which emphasizes the role of credible signals in mitigating information asymmetry during the 
IPO process. Reputable underwriters are perceived as possessing greater credibility, expertise, and underwriting 
capabilities, enabling them to certify the quality of issuing firms more effectively. This positive certification 
enhances investor confidence in the intrinsic value of the offered shares, thereby reducing uncertainty regarding 
investment risk. As a result, issuing firms face less pressure to deliberately underprice their shares as compensation 
for investors' perceived risk, leading to lower levels of IPO underpricing. 

When firms appoint highly reputable underwriters, the level of information uncertainty perceived by 
investors decreases substantially. Consequently, the need to set the offering price below its intrinsic value as a risk 
compensation mechanism is reduced. In other words, the stronger the underwriter's reputation, the more accurate the 
IPO pricing process becomes, resulting in lower underpricing. Firms employing reputable underwriters therefore 
tend to experience lower levels of IPO underpricing, reflecting greater post-IPO price stability (Fikri & Jajuli, 2025). 

Conversely, when underwriters have relatively weak reputations, investors tend to question the credibility 
of the information disclosed during the IPO process. To attract investor interest under such circumstances, issuing 
firms often offer shares at prices below their intrinsic value, thereby increasing the degree of underpricing. 
Accordingly, the empirical evidence demonstrating a negative relationship between underwriter reputation and IPO 
underpricing is consistent with Signaling Theory, whereby underwriter reputation functions as an indicator of 
credibility that reduces uncertainty and minimizes underpricing in the capital market. Kuswandi et al. (2025) 
similarly argue that IPOs underwritten by prestigious investment banks generally exhibit lower levels of underpricing 
because reputable underwriters are more effective in mitigating information asymmetry and selecting high-quality 
issuers. 

These findings are consistent with those reported by Calomiris et al. (2022), who found that high-quality 
underwriters are better able to mitigate information asymmetry problems. Similar evidence was reported by Apsari 
et al. (2022), Lestari and Trihastuti (2020), and Martha and Oniesca (2024), all of whom concluded that underwriter 
reputation has a negative effect on IPO underpricing, indicating that more reputable underwriters are associated with 
lower levels of underpricing. 

 
The Effect of Firm Size on IPO Stock Underpricing 

The finding that firm size has a positive and statistically significant effect on IPO underpricing can be 
explained through Signaling Theory, combined with market demand mechanisms during the IPO process. Within 
this theoretical framework, firm size serves as a positive signal reflecting corporate credibility, operational stability, 
and greater information availability compared with smaller firms. Larger firms generally possess greater total assets, 
broader market exposure, and higher public visibility, thereby reducing information asymmetry. 

However, positive signals in the IPO context not only reduce uncertainty but also increase the attractiveness 
of newly issued shares to investors. Large firms are generally perceived as safer and more promising investment 
opportunities, which may generate oversubscription during the IPO process. Strong investor demand subsequently 
creates upward pressure on stock prices in the secondary market, resulting in a substantial increase in post-IPO 
prices. Consequently, the price difference between the IPO offering price and the market price widens, leading to 
higher underpricing, even when the initial offering price has been conservatively determined to facilitate successful 
share absorption. Therefore, the positive relationship between firm size and IPO underpricing should not necessarily 
be interpreted as evidence of pricing inefficiency but rather as a consequence of heightened investor optimism and 
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strong market demand for large firms. These findings are consistent with Fariskya and Sari (2024), who reported 
that firm size significantly affects IPO underpricing because larger firms attract greater investor attention. Similar 
findings were also documented by Pradnyana and Erawati (2024) and Isynuwardhana and Febryan (2022), who 
concluded that larger firms tend to experience higher IPO underpricing owing to stronger market demand during the 
initial offering. 

 
The Effect of Firm Age on IPO Stock Underpricing 

The results indicate that firm age has a negative and statistically significant effect on IPO underpricing. 
According to Signaling Theory, firm age functions as a quality signal reflecting a company's operational track 
record, managerial experience, and long-term business sustainability. Firms with longer operating histories generally 
provide more comprehensive historical information that is readily available to investors, thereby reducing 
information asymmetry between issuers and potential investors. Lower information asymmetry enhances investor 
confidence because investment decisions can be based on more established and verifiable historical performance. As 
investor confidence increases, perceived investment risk declines, reducing the need for issuing firms to offer shares 
at discounted prices through underpricing. Consequently, the IPO offering price is more likely to approximate its 
intrinsic value. 

A longer corporate history also signals organizational stability, adaptability to changing business 
environments, and effective managerial capability in managing corporate risk. These positive signals strengthen 
investors' perceptions of firm quality, thereby reducing the necessity of employing underpricing as an incentive 
mechanism. Accordingly, firms with longer operating histories tend to experience lower levels of IPO underpricing 
because of reduced information asymmetry and greater investor confidence. These findings support the study 
conducted by Mulyani and Maulidya (2021), who argued that older firms are generally perceived as more stable and 
competitive. Likewise, Pradnyana and Erawati (2024) reported a negative relationship between firm age and IPO 
underpricing, while Setyorini et al. (2024) emphasized that firm age is closely associated with investor risk 
perception and uncertainty in IPO valuation. 
 
The Effect of Leverage on IPO Stock Underpricing 

The findings further reveal that leverage has a negative and statistically significant effect on IPO 
underpricing. This relationship can be explained through Signaling Theory, which considers capital structure as an 
important signal of a firm's financial risk. Higher leverage reflects greater reliance on debt financing, implying 
increased fixed financial obligations and a higher likelihood of financial distress. From the perspective of investors, 
this condition represents a negative signal because it suggests a heavier financial burden that the company must bear 
in the future. 

Such signals increase investors' perceptions of uncertainty regarding the firm's ability to meet its financial 
obligations and maintain sustainable business performance over the long term. In addition, high leverage may 
intensify information asymmetry because investors cannot fully observe the firm's effectiveness in managing debt 
under changing economic conditions. Consequently, investors tend to adopt a more cautious approach when 
evaluating IPO shares. 

Under these circumstances, firms with relatively high leverage tend to set IPO offering prices closer to their 
intrinsic values in order to reduce market resistance and attract investor participation. This pricing strategy limits 
excessive price appreciation in the secondary market, thereby reducing the level of IPO underpricing. Accordingly, 
the negative relationship between leverage and IPO underpricing reflects a pricing adjustment mechanism through 
which firms respond to investors' higher risk perceptions. 

These findings are consistent with those reported by Lestari and Trihastuti (2020), who found that leverage 
negatively affects IPO underpricing. Similar evidence was documented by Aisyah (2024), while Rafieldy and 
Yusrialis (2023) also confirmed that leverage has a significant influence on IPO stock underpricing among 
companies listed on the Indonesia Stock Exchange. 

 
CONCLUSIONS 

Based on the findings and discussion presented above, the following conclusions can be drawn: 
1. Underwriter reputation has a significant effect on IPO underpricing. The negative direction of the 

relationship indicates that the higher the reputation of the underwriter, the lower the level of IPO 
underpricing. This finding suggests that reputable underwriters provide credible quality signals regarding 
issuing firms and facilitate more efficient IPO pricing. 
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2. Firm size has a significant effect on IPO underpricing. The positive relationship indicates that larger firms 
tend to experience higher levels of IPO underpricing. This result is attributable to stronger investor 
expectations and more optimistic market responses toward the shares of large firms during the IPO process. 

3. Firm age has a significant effect on IPO underpricing. The negative relationship indicates that firms with 
longer operating histories tend to experience lower levels of IPO underpricing. This finding reflects the 
reduction in information asymmetry and the increased investor confidence associated with more established 
firms. 

4. Leverage has a significant effect on IPO underpricing. The negative relationship indicates that firms with 
higher leverage tend to exhibit lower levels of IPO underpricing. This finding suggests that the market 
interprets debt financing as a signal of financial discipline, leading firms to adopt more prudent IPO pricing 
strategies. 
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