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The Dutch East India Company undertook the world's first The Dutch East India Company undertook the world's first IPOIPO and, therefore, became and, therefore, became

the first public company to issue stock. It also played an integral role in modern history'sthe first public company to issue stock. It also played an integral role in modern history's

first market crash. The Dutch East India Company was formed in 1602 by a royal charterfirst market crash. The Dutch East India Company was formed in 1602 by a royal charter

granting a 20-year granting a 20-year monopolymonopoly on trade with the East Indies and sovereign rights in any newly on trade with the East Indies and sovereign rights in any newly

discovered territories.discovered territories.

These incredible powers were given to a collection of merchant ships that were formerThese incredible powers were given to a collection of merchant ships that were former

competitors in the spice market. The merchants would form competitors in the spice market. The merchants would form limited liability companieslimited liability companies where where

investors would put up money for voyages in return for a percentage of the profits if voyagesinvestors would put up money for voyages in return for a percentage of the profits if voyages

were successful. The problem was that the spice supply was unpredictable. Two ships arrivingwere successful. The problem was that the spice supply was unpredictable. Two ships arriving

at once would cause a supply glut and drive down prices, hurting profits for both merchantsat once would cause a supply glut and drive down prices, hurting profits for both merchants

and investors. To hedge against this, merchants banded together to form the Dutch East Indiaand investors. To hedge against this, merchants banded together to form the Dutch East India

Company (properly called the VOC) and essentially bribed the crown every 20 years toCompany (properly called the VOC) and essentially bribed the crown every 20 years to

extend its charter.extend its charter.

Once the charter was taken care of, the merchants issued permanent shares in an ongoingOnce the charter was taken care of, the merchants issued permanent shares in an ongoing

enterprise - the first stock IPO - to raise capital to outfit a proper fleet. The VOC then usedenterprise - the first stock IPO - to raise capital to outfit a proper fleet. The VOC then used

bondsbonds to fund individual voyages and became the first multinational corporation when it set to fund individual voyages and became the first multinational corporation when it set

up headquarters in Asia.up headquarters in Asia.

From 1602 to 1696, the company paid a regular From 1602 to 1696, the company paid a regular dividenddividend that yielded 12% to 63%. In 1634, that yielded 12% to 63%. In 1634,

VOC ships carrying tulip bulbs set off the VOC ships carrying tulip bulbs set off the tulip bulb crazetulip bulb craze that resulted in a market crash. that resulted in a market crash.

Despite a violent whipsaw in its share price - up 1,200% from the IPO price and back down toDespite a violent whipsaw in its share price - up 1,200% from the IPO price and back down to

300% from the IPO price - the company weathered the crash easily. At the height of its300% from the IPO price - the company weathered the crash easily. At the height of its

success, the VOC boasted 40 warships, 150 trading vessels, 10,000 professional soldiers, andsuccess, the VOC boasted 40 warships, 150 trading vessels, 10,000 professional soldiers, and

many more employees and subjects. But time and competition erode all monopolies and suchmany more employees and subjects. But time and competition erode all monopolies and such

was the fate of the VOC. In 1800, just shy of its 200th year, the now destitute VOC formallywas the fate of the VOC. In 1800, just shy of its 200th year, the now destitute VOC formally

was dissolved.was dissolved.

To read more on this subject, see To read more on this subject, see Early Monopolies: Conquest And CorruptionEarly Monopolies: Conquest And Corruption..

This question was answered by This question was answered by Andrew BeattieAndrew Beattie..

Invest Like an ExpertInvest Like an Expert

Learn The Basics of Financial Analysis Reports and other must-know tools with Investopedia’s

FREE Investing Basics newsletter. Click here to get started, and learn what’s making other

investors so successful.

Q: Q: What Does the Political Economy Research Institute Do?What Does the Political Economy Research Institute Do?
The Political Economy Research Institute (PERI) is an independent unit of the University ofThe Political Economy Research Institute (PERI) is an independent unit of the University of

Massachusetts, Amherst that seeks ... Massachusetts, Amherst that seeks ... Read Full Answer >>Read Full Answer >>
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Q: Q: When did Facebook go public? (FB)When did Facebook go public? (FB)
Facebook, Inc. (NASDAQ: FB) went public with its initial public offering (IPO) on May 18, 2012. With aFacebook, Inc. (NASDAQ: FB) went public with its initial public offering (IPO) on May 18, 2012. With a

peak market capitalization ... peak market capitalization ... Read Full Answer >>Read Full Answer >>

Q: Q: Can mutual funds invest in IPOs?Can mutual funds invest in IPOs?
Mutual funds can invest in initial public offerings (IPOS). However, most mutual funds have bylaws thatMutual funds can invest in initial public offerings (IPOS). However, most mutual funds have bylaws that

prevent them from ... prevent them from ... Read Full Answer >>Read Full Answer >>

Q: Q: What kind of assets can be traded on a secondary market?What kind of assets can be traded on a secondary market?
Virtually all types of financial assets and investing instruments are traded on secondary markets,Virtually all types of financial assets and investing instruments are traded on secondary markets,

including stocks, bonds, ... including stocks, bonds, ... Read Full Answer >>Read Full Answer >>

Q: Q: Why would a company decide to utilize H-shares over A-shares in its IPO?Why would a company decide to utilize H-shares over A-shares in its IPO?
A company would decide to utilize H shares over A shares in its initial public offering (IPO) if thatA company would decide to utilize H shares over A shares in its initial public offering (IPO) if that

company believes it ... company believes it ... Read Full Answer >>Read Full Answer >>

Q: Q: How do I place a buy limit order if I want to buy a stock during an initial public ...How do I place a buy limit order if I want to buy a stock during an initial public ...
During an initial public offering, or IPO, a trader may place a buy limit order by choosing "Buy" andDuring an initial public offering, or IPO, a trader may place a buy limit order by choosing "Buy" and

"Limit" in the order ... "Limit" in the order ... Read Full Answer >>Read Full Answer >>
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Uber's Ultimate Battle: Are they App or Employer?Uber's Ultimate Battle: Are they App or Employer?
Uber drivers, whose independent contractor status forms the cornerstone ofUber drivers, whose independent contractor status forms the cornerstone of
the company's enormous valuation, are fighting to become regularthe company's enormous valuation, are fighting to become regular
employees.employees.
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A Look At Primary And Secondary MarketsA Look At Primary And Secondary Markets
Knowing how the primary and secondary markets work is key toKnowing how the primary and secondary markets work is key to
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STOCK ANALYSISSTOCK ANALYSIS

Analyzing Tesla's Return on Equity (TSLA, FCAU)Analyzing Tesla's Return on Equity (TSLA, FCAU)
Learn about Tesla's return on equity (ROE). With DuPont analysis, discoverLearn about Tesla's return on equity (ROE). With DuPont analysis, discover
why ROE has been negative since Tesla's IPO and how it compares to otherwhy ROE has been negative since Tesla's IPO and how it compares to other
automakers.automakers.
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If You Had Invested Right After JPMorgan's IPO (JPM)If You Had Invested Right After JPMorgan's IPO (JPM)
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Private EquityPrivate Equity
Private Equity is equity capital that is notPrivate Equity is equity capital that is not
quoted on a public ...quoted on a public ...

Road ShowRoad Show
A presentation by an issuer of securities toA presentation by an issuer of securities to
potential buyers. ...potential buyers. ...

Dog And Pony ShowDog And Pony Show
A colloquial term that generally refers to aA colloquial term that generally refers to a
presentation or ...presentation or ...

Red HerringRed Herring
A preliminary prospectus filed by a companyA preliminary prospectus filed by a company
with the Securities ...with the Securities ...

Muppet BaitMuppet Bait
Naive investors who are lured into buying hotNaive investors who are lured into buying hot
stocks or securities ...stocks or securities ...

At A DiscountAt A Discount
This specifically refers to stock that is soldThis specifically refers to stock that is sold
for less than ...for less than ...

FUNDAMENTAL ANALYSISFUNDAMENTAL ANALYSIS

Valuing Private CompaniesValuing Private Companies
Even though they’re typically not accessible to the average investor, privateEven though they’re typically not accessible to the average investor, private
firms often raise money through venture capital or private equityfirms often raise money through venture capital or private equity
investments.investments.

ACTIVE TRADING FUNDAMENTALSACTIVE TRADING FUNDAMENTALS

Analyzing Facebook's Return on Equity (FB)Analyzing Facebook's Return on Equity (FB)
Learn about Facebook's return on equity (ROE), and find out how itLearn about Facebook's return on equity (ROE), and find out how it
compares to its peers. Discover how net margin, asset turnover and financialcompares to its peers. Discover how net margin, asset turnover and financial
leverage impacted its ROE.leverage impacted its ROE.

INVESTING BASICSINVESTING BASICS

How An IPO Is ValuedHow An IPO Is Valued
The process of determining a company’s initial share price includesThe process of determining a company’s initial share price includes
quantitative and qualitative components.quantitative and qualitative components.
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