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Abstract. The case studied in this article is the IPO of Prada Company on HKEX in 2011,
including its listing motives, pricing mechanism, and post-listing performance. This study
analyzes various materials such as prospectuses, investment bank reports, and market data.
Ultimately, this research shows that Prada's strategic purpose for listing in Hong Kong was
to raise funds for its expansion in the Asia-Pacific region (especially in the Chinese
mainland), while also enhancing the regional brand awareness. The book-building pricing
model attracted strong institutional demand, and it also demonstrated the valuation
uncertainty in the luxury industry. The shares of Prada performed relatively weakly in the
initial stage of listing, with the closing price lower than the issue price. There were
fluctuations in the middle stage. The long-term performance depends on the implementation
of regional expansion and the degree of compliance with the governance norms of HKEX.
This study provides practical references for cross-border IPOs of luxury brands and analyzes
the role of HKEX in global financing.
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1. Introduction

Over the past two decades, the global luxury market has demonstrated remarkable resilience,
characterized by a robust double-digit recovery following the 2009 financial crisis. The worldwide
personal luxury goods market reached approximately €191 billion in 2011, growing by 13% in 2010
and an additional 10% in 2011 [1]. Recent studies emphasize that understanding the effect of pricing
strategies in the luxury goods market is crucial for evaluating corporate decisions, as consumer
demand patterns for luxury items often exhibit unique dynamics during economic transitions [2].
Against this backdrop, cross-border initial public offerings (IPOs) have gradually emerged as key
instruments for luxury brands to gather capital, deepen regional influence, and reshape brand
momentum. As a financial hub providing access to mainland China and the Asia-Pacific region, the
Hong Kong Stock Exchange (HKEX) has attracted numerous global leading enterprises, including
top luxury brands, by virtue of its role as a gateway market. These firms seek listings on HKEX to
access regional capital and position their investor base in proximity to core markets.

The 2011 IPO of Prada in HKEX is a landmark event in the global luxury industry as it was the
first major Italian luxury brand to list in Hong Kong and not in its home market of Milan. While
foundational literature established general motives for cross-border listings, contemporary research
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emphasizes that companies strategically leverage geographic arbitrage to mitigate economic policy
uncertainty and access diverse capital pools in volatile global environments . In order to fill this gap,
the present study systematically analyses the whole IPO process of Prada in an attempt to model the
causal relationships among strategic positioning, valuation construction and value realization in
cross-border listings.

This research delves into three core dimensions, aiming to analyze Prada's listing from multiple
perspectives:

Geographic arbitrage and location: What made Prada to make Hong Kong as the first place where
it was listed, rather than other financial centers in the world? How did it choose its listing center?
Why is this choice a good one in terms of the financing of the company, branding and regulation
optimization?

Pricing mechanism and value reconstruction How was the pricing mechanism for Prada's IPO
constructed? What role did the strength of institutional demand, the calibration of multi-dimensional
valuation models and the tactics of underwriters play in establishing the final issue price?

Performance trajectories and determinants: How did Prada's stock performance evolve across
short-term, medium-term, and long-term horizons, and what factors market conditions, strategic
execution, and regulatory compliance drove these patterns?

The academic value and practical significance of this research are manifested in the following
two aspects:

Theoretical dimension: This paper enhances the academic knowledge of cross-border IPO
behavior in the luxury goods industry, precisely captures and unveils the subtle and unique
interaction mechanism between brand intangible assets, global expansion vision and capital market
selection, fills the gap in existing literature in the field of cross-border listing of high-end consumer
goods.

Operationality: This is a practical research that will be able to guide the luxury brands on how
they can plan to finance their operations in cross-border manner, it will also give references of the
IPO consulting services to the investment banks and other intermediaries, and it will also provide
the high-quality forward-looking information to the regulatory authorities like HKEX, which is an
international organization, to attract quality issuers.

The organization of the article will be as follows: The next section is the theoretical background
of IPO and it will include the reasons behind listing, pricing mechanisms and post listing
performance; Section 3 will focus on the historical background of Prada in terms of its IPO at
HKEX in 2011; Section 4, 5, and 6 will examine the causes of the IPO of Prada, the price-setting
mechanism and the results after the listing of the company; Section 7 will address the research
outcome and what they can mean.

2. Theoretical foundation of IPO

2.1. Motivations for company listing: financial, strategic, and governance dimensions

The main motivations behind Prada's decision to transform from a private enterprise to a publicly
traded company can be attributed to three aspects.

The most direct reason - financial motives (financing and deleveraging): Financial motives are
usually the most direct reason for enterprises to conduct an IPO. For a long time, the main purpose
of enterprises conducting IPOs has been to raise a large amount of funds to support expansion or
repay existing debts. The public market provides a stable source of equity, reduces reliance on bank
loans, and increases the enterprise's debt-to-asset ratio.
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Brand Strategy and Signal Effect: In the luxury goods industry, an IPO serves as a market signal,
which can enhance global recognition and influence, and consolidate brand reputation through
exposure in the capital market. Therefore, choosing to list on HKEX is beneficial for Prada to
increase its brand awareness and establish its market positioning in the priority development
regions.

Regulatory environment and market access: When a company goes public, it will be subject to
strict regulatory supervision and mandatory information disclosure requirements in the listing
location. This process usually helps improve corporate governance and provides a clear valuation for
the company's stocks. Moreover, modern literature on corporate financing indicates that cross-
border listings can serve as a barrier against competitive threats, suggesting that the decision to go
public is closely related to the risk of product market exploitation [3].

2.2. Initial public offering pricing mechanism

For luxury brands whose value is highly dependent on intangible assets, determining the fair value
of a company during the initial public offering is of utmost importance.

The inquiry-based issuance process: This process is the method adopted by most modern IPOs,
such as the current issuance of Prada Company. The inquiry-based issuance requires collecting the
intentions of institutional investors through a roadshow and using this to determine the most suitable
issuance price.

Valuation methods: In the valuation process of IPOs, there are two main models that dominate:
Comparable Company Analysis (CCA): This method assesses the value of the enterprise by

comparing it with other companies in the same industry (such as using market multiples, enterprise
value to earnings before interest, taxes, depreciation, and amortization ratio, etc.).

Discounted Cash Flow (DCF): This method calculates the present value of expected future cash
flows while taking into account the long-term growth potential of the enterprise.

For luxury goods, these models require more precise adjustments to address changes in the
strength of intangible assets and the flexibility of regional growth - these factors become particularly
important when listing in emerging markets.

The role of underwriters: Underwriters act as intermediaries. They need to balance the demand
for high returns from the issuer and the demand for sustainable secondary market prices from
investors. Their guidance is crucial for resolving the information asymmetry between the enterprise
and the market. Additionally, external social factors and institutional structures play an important
role in the book-building process. For example, recent evidence shows that regional social capital
can effectively alleviate information frictions in the initial public offering pricing process [4].

2.3. Post-IPO performance theory

The evaluation of a successful IPO does not solely rely on the day of the listing. Academic literature
indicates that first-day market performance relative to offer price manifests in two directional
outcomes:

The first outcome is the performance on the first trading day. The first day's performance includes
underpricing, which means the closing price is higher than the offering price or there is a decline at
the opening; and a closing price lower than the offering price, also known as "breaking below the
offering price" or "first-day decline". These two phenomena - underpricing and a price higher than
the offering price - can highlight the disparity between institutional expectations for the listing and
market sentiment.
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Another outcome is long-term performance and volatility: Historical data indicates that when
market enthusiasm wanes, the long-term performance or volatility of IPO stocks may also weaken.
The post-listing returns largely depend on whether the company can achieve the growth targets it
promised at the time of listing and whether it can consistently abide by market rules in the
subsequent stages.

3. Case background: Prada's Hong Kong IPO

3.1. Prada's brand history and global operations

In 1913, Mario Prada founded the Prada brand in Milan. Unlike the current high-end fashion group,
what made the original Prada famous was its production of high-quality leather products and
luggage. Due to its excellent quality, Prada was selected as the official supplier for European royal
families. 1978 marked the beginning of the transformation of this brand. Under the leadership of the
founder's niece, Michiara Prada and entrepreneur Patrizio Bertelli, industrial-grade nylon materials
were introduced and the "intelligent luxury" aesthetic concept was promoted. This moves
successfully transformed Prada, rejuvenating it and turning a traditional family workshop into a
global high-end fashion group.

Entering the 21st century, Prada's global operational focus has significantly shifted eastward.
According to the group's financial report, for the fiscal year ending January 31, 2012, Prada
achieved an overall net revenue of approximately 2.556 billion euros, a strong 24.9% increase
compared to the previous year [5]. This growth was not driven by its domestic European market but
resulted from the geographical reshaping of the global consumption pattern, especially the deep
penetration of the brand into emerging markets through its direct store model.

On the eve of its IPO in 2011, the Greater China region had become Prada's most dynamic
growth pole. The data showed that the Asia-Pacific region contributed 35% of the group's total sales
volume that year, with a growth rate of 42%, far exceeding the traditional markets in Europe and
America [6]. The huge consumption potential of this core region and the strong financial
performance of the brand in that area provided a core strategic basis for Prada to break through
geographical limitations and choose HKEX instead of Milan as its preferred listing location.

3.2. Initial public offering details (2011): offering size, offering price and underwriters

In June 2011, Prada's IPO on HKEX was one of the most anticipated financial events of the year.
The structure of this listing was as follows:

Issue price: The offer price was set at HK$39.50 per share. Due to the volatile global market
conditions at that time, it was at the lower end of the initial guidance range.

Financing scale: Prada S.p.A. raised approximately US$2.1 billion, accounting for about 16.5%
of its enlarged share capital.

Underwriters: Managed by a consortium consisting of Goldman Sachs, CLSA, Intesa Sanpaolo
Bank of Italy, and UniCredit Bank of Italy.

Valuation: During the initial public offering, the underwriters set a valuation target for Prada,
which was that its price-to-earnings ratio (P/E) would be approximately 20 to 25 times its expected
earnings for 2011. This target P/E ratio was relatively higher than that of some of its European
counterparts. This supports the view that investors are willing to pay a "China growth premium" for
luxury brands with high exposure in the Asian market.
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3.3. Hong Kong's value proposition for luxury ipos: institutional context and market
positioning

In 2011, HKEX was positioned as "the gateway to China" and an important destination for global
consumer brands. Several institutional factors made Hong Kong more attractive than Milan or
London:

Closely connected to consumers: The listing of Prada in Hong Kong enabled the company to
align itself with its primary consumer base in the capital market, thereby transforming a financial
transaction into an important brand promotion event.

Investor base: Hong Kong offers investors a unique channel for accessing capital liquidity. It
combines Western institutional expertise with the strong enthusiasm of Asian retail investors for
luxury goods.

Regulatory synergy: The disclosure standards and legal framework of HKEX have built a bridge
between the international transparency requirements and the strategic needs of luxury enterprises
operating in the Asian market.

4. Motives for Prada's Hong Kong IPO

4.1. Financing needs: expansion in the Chinese market and debt repayment

Prada's aggressive retail expansion plan required a stable capital base and an optimized balance
sheet. This is the main financial driver for Prada's IPO. According to the Prada S.p.A. prospectus,
the group aimed to optimize its capital structure by reducing a pre-IPO net debt of approximately
€408.6 million through the proceeds of the global offering [5].

Through the listing in Hong Kong, Prada was able to raise funds specifically for the expansion of
store scale in the Asia-Pacific region, particularly penetrating into second- and third-tier cities in
China where luxury demand has surged but retail infrastructure is still inadequate. This capital
injection enabled Prada to ensure the uniformity of the brand image and maintain high profit
margins by directly controlling the retail channels.

4.2. Brand strategy: enhancing visibility in the Asia-Pacific region

The IPO was not only an effort to find a source of capital and the financial assistance, but it was also
a global marketing event. The fact that it is going to be in Hong Kong (the hub of luxury
consumption in Asia) rather than in Milan is a signal that the company is aiming at its future
customers. The brand was able to use the roadshows and media coverage of the IPO as a means of
advertising its products in the region as a strategic billboard. This decision leverages consumer
psychology to reinforce the brand's core essence and market positioning, effectively utilizing the
listing process as a high-profile marketing tool to solidify its perceived prestige in the Asia-Pacific
region [7]. It is necessary to make Prada appear as a local listed firm since the IPO took place in
Hong Kong; hence, there will be no difference between the European companies and their Asian
investors and consumers, who can feel the presence of the company and its worth. This made them
more noticeable in the Greater China market which is why they were able to appeal to the so-called
brand-awareness group.
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4.3. Regulatory and investor considerations: Hong Kong's compliance framework and investor
base

Beyond branding benefits, HKEX offered distinctive market access advantages in liquidity and
investor composition that aligned with Prada's regional strategy. In terms of liquidity, Hong Kong
offers a dual investment pool. The listing allowed Prada to tap into a unique pool of liquidity
characterized by high affinity for premium consumer goods, bringing the brand closer to both
institutional investors and retail consumers who valued luxury brands [8]. This proximity to capital
and customers comprised strong institutional liquidity from global funds alongside enthusiastic retail
participation. Secondly, while HKEX provided a transparent regulatory framework, the decisive
factor was market positioning Hong Kong's consumer stocks typically commanded higher valuation
multiples than European peers, enabling Prada to capture a 'proximity premium' by aligning its
listing location with its core growth market and the "China growth story". However, deciding to list
in international hubs like Hong Kong also exposes firms to global macroeconomic shifts. Scholars
have confirmed that heightened economic policy uncertainty worldwide significantly amplifies
underpricing in international IPOs .

5. Pricing mechanism of Prada's IPO

5.1. Valuation method: comparative company analysis and discounted cash flow method

Prada's valuation is quite intricate, necessitating the monetization of the value of luxury brand assets
within a financial construct. The underwriters primarily utilized the CCA approach, comparing
Prada to its global counterparts. At IPO, the underwriter's initial valuation was designed to price
Prada at around 21-28x estimated 2011 earnings. Ultimately, the issue price of HK$39.50
represented a multiple of around 23x, towards the bottom end of the initial range but above the
multiples of traditional European comparables at the time [9]. In addition, the DCF model was
applied to value Prada's long-term creation of the Prada direct retail model. This allowed the market
to concurrently assess Prada's current profitability and the embedded sustainable China growth
premium in its regional expansion plans [1].

5.2. Roadshow and investor feedback: price range adjustments

The global economy was in a state of crisis when the Prada Company issued its IPO and this is
because the European macroeconomic situation had become very unstable with the growing
sovereign debt problem. It led to the establishment of the general price range by Prada as HK$36.50
to HK$48.00 per share. The next step in the world tour, which involved the presentation of the
product to the investors, showed that there were two polarities on demand: the long-term
institutional investors and Asian sovereign funds were very interested whereas the retail investors
and conservative funds were extremely reluctant because of the overall instability in the market and
the technical barriers, including the Italian tax on capital gains. As such, the last decision on the
price of the offer turned out to be a passive balance game instead of an active one.

Ultimately, the final issue price of the stocks was set at HK$39.50 per share, close to the lower
limit of the initial expected range. This pricing outcome highlights the critical role of cornerstone
investors in managing valuation uncertainty, a mechanism essential for stabilizing market sentiment
during high-profile IPOs on the HKEX to ensure transaction certainty. In terms of secondary market
trading and investor interaction, recent academic research also highlights that higher market
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financial literacy among retail participants contributes to reducing IPO underpricing and stabilizing
post-listing performance [10].

5.3. Underwriter role: managing complexities and tax hurdles

The underwriting syndicate led by Goldman Sachs and CICC (CITIC) played a significant role in
addressing the unique terminologies and technical obstacles faced in cross-border listings. A typical
example is the capital gains tax in Italy. The Italian tax law stipulates that the profits from selling
stocks of Italian resident companies are subject to capital gains tax. However, in Hong Kong,
ordinary retail investors usually do not have to pay capital gains tax. This unexpected tax burden and
the complexity of cross-border compliance have deterred many Hong Kong retail investors from
participating in initial public offerings. Some retail investors in Hong Kong were deterred after
learning about this. To allay investors' concerns, the underwriters had to conduct extensive investor
education to clarify the tax implications for shareholders of Italian-registered companies listed in
Hong Kong [1]. Through carefully designed allocation strategies - prioritizing "long-only"
institutional investors rather than speculative hedge funds - the underwriters aimed to stabilize the
share price of Prada after its listing and ensure a high-quality shareholder base consistent with the
brand's long-term strategic vision.

6. Post-listing performance and discussion

6.1. Impact of the IPO on Prada

The course of the post-listing performance of Prada is a vivid example of the complicated
interaction between financial evaluation and real strategic implementation. During the short-term
period after listing, Prada had initial underperformance (first-day decline) and medium-term
variations in stock prices that were to a large extent determined by external macroeconomic adverse
factors like the Eurozone crisis as well as changes in the mood of retail investors in Hong Kong.

But in the long term, the success of the regional expansion and the adherence to the HKEX
governance was the only one that would be successful. The huge amount of capital which Prada had
raised enabled it to expand its Directly Operated Stores (DOS) on mainland China at a rapid pace
and gain massive brand equity [5,6]. Despite the fact that the IPO ensured the financial stability of
the company as far as it is concerned with the stock price, the market situation did not make it stable
enough to ensure the future of the company since the success of the luxury cross-border listing was
largely based on the performance of the company in the following period. Furthermore, luxury
goods typically demonstrate unique persistence during economic recession periods, which explains
the structural resilience and medium-term recovery observed in Prada's stock performance.

6.2. Impact of the IPO on HKEX

The first Prada listing in 2011 was not the only one of its kind, but it also brought attention to HKEX
as a source of funds in the world. Before the listing of the company Prada, HKSE was considered to
be the best market where Chinese state-owned companies and banks could get their money [1]. The
listing of the Prada made the traditional image of the HKSE change. This was an impressive listing
by Prada which showed that the HKSE is capable of supporting the global luxury brands [1]. The
presence of a globally known brand in the list of HKEX proved that the exchange can attract high
quality issuers around the globe and maximize the effectiveness of the environment of the market
[1]. With the success of the Prada listing, there was the establishment of a capital center that was
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more diversified and had international reach, as this demonstrated that the East with its huge pool of
capital resources could effectively combine Western brand equity with the Eastern brand.

6.3. Implications for other similar brands and companies

The academic literature on cross-border listings suggests that the geographic closeness to high-
growth markets has a strong impact on lowering information asymmetry of foreign issuers.As an
event that is a landmark, this research offers practical references to cross-border IPOs of luxury
brands in their globalization process. The path of Prada creates a definite strategic framework which
can be used by luxury brands that intend to engage in cross-border financing.

The Consumer Proximity Strategy: The firms that are contemplating an IPO should consider
listing in areas where they have the main consumer expansion, and not necessarily their home
markets [9].

Valuation of Intangibles: Comparing with other luxury giants like Herms or Gucci, it can be seen
that the capital markets in Asia highly value the worth of luxury brands., although companies need
to be ready to openly defend their valuation multiples when the markets are unstable [3].

Managing the Regulatory Conflicts: The next generation of issuers will have to overcome the
regulatory issues that are in their cross-border compliance such as the confusion of Prada with tax
and gain trust of the retail sector in the book-building process [1].

7. Conclusion

This article uses the IPO of Prada as a case study to examine Prada's listing motivations, pricing
mechanism, and performance after listing. This study finds:

Prada is an example of a strategic motivation: Prada has chosen to go to Hong Kong and not in
Milan because it was more interested in the raising of funds to be used in Chinese Mainland
expansion, as well as increase brand awareness in the Asia-Pacific region.

Pricing mechanism: The pricing system is a book - building process. It uses the CCA and DCF
methodologies, along with underwriter - led investor education. This method captured strong
institutional demand and balanced issuer returns against secondary market steadiness. However, it
also pointed out the valuation uncertainty in the luxury goods industry.

Performance trend: It is observed that the performance was low in the short term (market
sentiment), medium term (macroeconomic) and long term (value creation). This will be dependent
on the implementation of the expansion to the region and the adherence to the HKEX governance.

Though this paper offers a fairly detailed analysis of the listing process of Prada and the role of
HKEX in it, it is important to note that there are limitations to the research in this paper:

Restriction of one case: The analysis in this paper is mainly based on the experience of a single
brand, which may not fully represent the general situation of other luxury companies with different
capital structures.

Temporal scope limitations: Although this paper is focused on the short-term post-IPO (2011-
2012) period, the long-run trend of the stock performance of Prada after this time frame is not
included in the present analysis.

In the future, it is possible to make a comparison of Prada and other cross-border listed luxury
products (Moncler or Ferrari), or even between the stock exchanges (New York and London) to
determine the universal valuation of all these companies. The future research would need to be
based on the time limitation as the observation period needs to be increased up to 5-10 years after
IPO in order to monitor the performance of Prada over different cycles of the market. In addition,
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scholars must also consider the changes that digital selling and environmental sustainability factors
will bring to the conventional valuation of intangible assets of luxury brands.
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