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Valuing Taiwan’s IPOs - An Application of
the Comparable Multiple Approach

KesHin TSWEI, Hene-I LIAO®

ABSTRACT

We examine how accurately the price-earnings, price-to-sales and market-to-book ratios of past comparable
firms can predict the same multiples of IPO firms in Taiwan. The results show that the first two multiples
predict IPO values fairly accurately. For the price-earnings (PE) models, forecasted earnings do not provide
better firm-value estimates than historic earnings, implying the former has a dubious quality. The historic
earnings PE model supplemented with growth information outperforms the forecasted earnings PE model even
more, further confirming the quality problem of forecasted earnings. Overall, including growth and
profitability as additional variables increases the forecasting power for IPO values, suggesting additional

pricing adjustments are required on these two prospects.

Keywords: initial public offering; IPO; comparable multiples; stock valuation; private-firm valuation
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