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Abstract 
 

This study aims at examining the post-IPO performance of U.S. biotechnology firms listed on 

NASDAQ for the last decade. This was achieved by collecting IPO data in the period 2004 – 2013. 

More specifically, the IPO data, the initial offered share price, and the use of proceeds (the 

intended amount of equity to raise) was obtained from the NASDAQ website. Thereafter, the stock 

price after certain time periods was traced using Google Finance. The average (arithmetic mean) 

return for the companies in the sample, excluding outliers (over 3 standard deviations), ranges 

between 17% and 35% up to 6 months post-IPO, while current average share price return (as of 

14.01.2014) was estimated at 70%. These results suggest that post-IPO performance is largely 

dependent on whether a company is able to bring its clinical trial products into the market, which 

is then highly rewarded by investors and the stock market. 
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Using the available sources, we collected IPO information of U.S. biotechnology 

companies that were listed during the period 2004 – 2013. The sample includes 

companies involved in the R&D and manufacturing of biologics and pharmaceuticals and 

excludes companies focused on the development of over-the-counter (OTC) drugs and 

generics. In addition, companies with no data available in the NASDAQ website were 

excluded. These criteria resulted in a sample of 81 companies as shown in the Table 1. 

 
Table 1: Biotechnology IPOs in NASDAQ during the Period 2004 – 2013 (Sample) 

Source: NASDAQ website 

 

For each company in the sample the share price was found, using Google Finance, for 

the following time periods: 

 1 week post-IPO 

 2 weeks post-IPO 

 4 weeks post-IPO 

 8 weeks post-IPO 

 4 weeks after “lock-up period” (a period of usually 180 days, in which, 

major shareholders or insiders are forbidden to sell any of their shares) 
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Table 2a and Table 2b present the returns in the aforementioned time periods: 

 

Table 2a: Share Price Returns of Biotechnology Companies since IPO 

Source: NASDAQ website, Google Finance, Authors’ Analysis 
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Table 2b: Share Price Returns of Biotechnology Companies since IPO (Continued) 

Source: NASDAQ website, Google Finance, Authors’ Analysis 

 

Using the date in the tables above, we have calculated the cumulative returns of the total 

number of stocks. This was done by summing the offered share prices of all companies 

as well as the share prices in specific time periods (Figure 3). 

 

Figure 3: Cumulative Share Price Return of Biotechnology Companies since IPO 
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The following tables present the number of companies by return range. The percentage 

of companies experiencing negative stock return ranges between 28% and 42% while 

the rest experiences a positive stock return. It is impressive that as of 14/01/2014, 29 out 

of 81 (36%) demonstrate over 100% return in their stock price. The mean stock return 

excluding outliers ranges between 17% – 35%, while the mean stock return including 

outliers ranges between 43% – 61% up to the 4 weeks post-lock up period. As of 

14.01.2014 (current share price) mean stock return excluding outliers sky rocketed to 

70%, while mean stock return including outliers was estimated at 104%. 

 

 

 

Source: NASDAQ website, Google Finance, Authors’ Analysis 

 

Return Range Count

<0% 23

0 7

1% to 10% 16

11% to 20% 9

21% to 40% 11

41% to 100% 12

>100% 4

Average Return 17%

St. Dev 158%

Average Return (including outliers) 44%

Share Price + 2 weeks

Return Range Count

<0% 27

0 2

1% to 10% 15

11% to 20% 7

21% to 40% 13

41% to 100% 12

>100% 6

Average Return 18%

St. Dev 155%

Average Return (including outliers) 44%

Share Price + 4 weeks

Return Range Count

<0% 32

0 0

1% to 10% 8

11% to 20% 10

21% to 40% 6

41% to 100% 19

>100% 6

Average Return 23%

St. Dev 144%

Average Return (including outliers) 43%

Share Price + 8 weeks

Return Range Count

<0% 27

0 0

1% to 10% 5

11% to 20% 6

21% to 40% 6

41% to 100% 12

>100% 8

Average Return 35%

St. Dev 180%

Average Return (including outliers) 61%

Share Price + 4 weeks Post-Lock Up

Return Range Count

<0% 29

0 0

1% to 10% 2

11% to 20% 3

21% to 40% 6

41% to 100% 12

>100% 29

Average Return 70%

St. Dev 104%

Average Return (including outliers) 104%

Share Price as of 14/01/2014

Return Range Count

<0% 27

0 5

1% to 10% 9

11% to 20% 7

21% to 40% 12

41% to 100% 10

>100% 5

Average Return 22%

St. Dev 181%

Average Return (including outliers) 53%

Share Price + 1 week
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Figure 4 presents diagrammatically the results from the analysis above. 

 

Figure 4: Post-IPO Average Share Price Return of Biotechnology Companies 

Source: NASDAQ website, Google Finance, Authors’ Analysis 

 

Table 5 below summarizes the results from both the cumulative analysis and the 

average return analysis above. 

 
Table 5: Summary of Results 

 

The results suggest that there are huge returns involved for U.S. Biotechnology 

companies that entered the stock market the past decade. The driver for such impressive 

rewards from the stock market is mainly the increased expectations of investors. 

Although biotechnology companies’ financial performance is negative in the first few 

years of their establishment, in the long-term they are able to develop products 

successfully by leveraging their technical know-how, scientific expertise and 

technological base. These are potentially the primary factors that biotechnology 

companies have won the trust of the investment community which is partially 

demonstrated by the results of this analysis. 

Return Period Average Standard Deviation Average (including outliers) Cumulative Return

+ 1 week 22% 181% 53% 48%

+ 2 weeks 17% 158% 44% 42%

+ 4 weeks 18% 155% 44% 42%

+ 8 weeks 23% 144% 43% 39%

+ 4 weeks post-lock up 35% 180% 61% 53%

As of 14/01/2014 70% 104% 104% 95%

22%
17% 18%

23%

35%

70%

53%

44% 44% 43%

61%

104%

0%

22%

44%

66%

88%

110%

+ 1 week + 2 weeks + 4 weeks + 8 weeks + 4 weeks
post-lock up
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14/01/2014

Average Return Average Return (including outliers)


