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SPAC: “Special Purpose Acquisition Company” 
• Public Company with no commercial operations; sole purpose to merge with a private company

• Set up by management team known as sponsor(s)

• No visibility into acquisition target company

Pros
• Potential for private company to access public markets, possibly at elevated valuations

• Increased certainty in pricing and faster than traditional IPO path

• Reduced Regulatory Burden 

• Warrants function as “risk free bet” for investors

• Sponsors can experience windfall by connecting capital to quality companies

• Democratizes information about funding sources for companies

Cons
• Investing post-IPO generally not as good of a deal for investors (i.e. retail)

• Sponsors can be big names without actual domain expertise (e.g. celebrities)

• Can rely on (overly?) optimistic projections, pushing valuations higher than typically expected

• In the long run can be more expensive than traditional IPO due to share redemption & underwriting fees
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SPAC Example Terms
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