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OVERVIEW
H119 KEY FINDINGS

THE ONGOING DELAY TO ‘BREXIT DAY’ CREATED A SHORT SURGE IN ACTIVITY, BUT ULTIMATELY DID
LITTLE TO REINVIGORATE THE CAUTIOUS CAPITAL MARKETS IN H119

Markets recovered in March and April which drove a surge
in transaction activity; a mixture of pent up demand, and
listed plc’s opportunistically tapping into the secondary
market while share prices were recovering.

Main market fundraising was dominated by two fundraises
in excess of £1bn, both from international ‘mega deals’,
whose revenues primarily stem from overseas – no doubt
benefitting from a weakening Sterling.

May and June were quiet months across the UK capital
markets as the UK reacted to a cocktail of worsening global
outlook data, US trade wars, Theresa May stepping down,
and an increased likelihood of a no deal Brexit. Indices
were only held flat by a weakening Sterling.

Investment activity has been selective and subdued.
Outside of the aforementioned mega deals, H119
performance was in line with H218, which had been hit
by Brexit uncertainty.

Investors remain cautious about IPOs and new issues,
which were at their lowest six-monthly levels since 2016.

OUTLOOK FOR H219
•

Global market uncertainty, trade
wars, an inversed US bond yield curve
and a UK market seemingly heading
towards a no deal Brexit post 30 June
(with inevitable impacts on currency
markets) are clearly exacerbating
uncertainty in the capital markets.

•

While we are aware of a number of
companies still considering IPOs and
fund raises in 2019, but with a view
to the October Brexit deadline day,
companies, investors and sponsors are
being cautious and selective. Many are
simply waiting until 2020, to see how
Brexit negotiations pan out.

•

Our market intelligence therefore
suggests pent up demand for IPOs
in particular, and so we hope for a
resurgence once the UK markets have
some certainty.

•

A no deal Brexit is also expected
to bring with it a weaker pound,
which could also create investment
opportunities for international
businesses and overseas investors.

•

While this uncertainty exists, it is
more crucial than ever for companies
to be well-prepared for IPO with a
well-thought out funding strategy and
a clear proposition for investors.
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MARKET PERFORMANCE AND FUNDRAISES

OVERVIEW TABLE

Number of companies
Total transactions

TRANSACTION NUMBERS (INSIDE) AND FUNDS
RAISED BY SECTOR (OUTSIDE)
H117

H217

H118

H218

H119

1,253

1,261

1,166

1,165

1,158

253

258

342

384

380

Total funds raised (£bn)

8.8

11.5

9.4

10.0

11.4

New admissions

42

40

37

41

30

– of which, raised capital

28

33

16

29

14

New issue proceeds (£bn)

2.0

6.1

1.1

4.0

2.6

Avg. new issue proceeds (£m)

71.7

183.9

66.8

137.8

183.3

Further issues

211

218

305

343

350

– of which, raised capital

184

172

183

141

169

Further issue proceeds (£bn)

6.8

5.4

8.3

6.0

8.9

Avg. new issue proceeds (£m)

32.2

24.9

27.3

17.4

25.3

•

In what was always going to be a difficult period for UK
markets, against a backdrop of both geopolitical and domestic
uncertainty, performance for H119 was hampered by the
continued lack of certainty over the political outlook for the
UK. UK fundraising remained at comparably lower levels than
European markets.

•

Despite this, there were two ‘mega deals’ (>£1bn) in the period
suggesting that, for the right proposition, the main market
remained an attractive destination for companies. However,
it was telling that both transactions were by multinational
businesses, with revenues primarily generated overseas. Astra
Zeneca, with the majority of its income in USD, raised £2.7bn
through a further issue to fund its pipeline, while Huatai
Securities, a Chinese bank, raised £1.3bn on admission to the
Main Market.

£2.2bn

£3.1bn
32%

£1.1bn

3% 4%
10% 2%

49%

£0.2bn
£0.1bn

£3.1bn
Financial services (funds)

Financial services (general)

Leisure and hospitality
REITs

Healthcare and pharma
Other

•

Fundraising was distorted by these two major transactions.
Investors and sponsors have otherwise been increasingly selective
on investment opportunities brought to market. The first half of
the year is typically a lower period for new issues; however, H119
was the worst H1 for IPOs since H116 with only 14 transactions
raising capital and average funds raised of £44m (adjusted for the
Huatai fundraise).

•

Average further issue fundraises were £25.3m. Excluding the
impact of Astra Zeneca’s £2.7bn raise, average funds were in line
with H218 (£17.7m); and significantly below 2017 levels.

•

The largest sectors by activity were pharmaceuticals and
financial services. Other further issues were primarily in the real
estate sector, with a number of REITS (with relatively stable,
diversified real estate offerings) also bucking the trend including
LXI REIT and Impact Healthcare REIT.
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INDICES AND TRANSACTION VOLUMES

95
90

FTSE 100

FTSE 250

GBP:EUR exchange rate

Jun-19

May-19

Apr-19

Mar-19

Feb-19

Dec-18

Nov-18

Oct-18
FTSE SmallCap

Jan-19

85

GBP:USD exchange rate

NUMBER OF NEW AND FURTHER ISSUES AND FUNDS RAISED
£5.0bn
90

94

£4.0bn

£3.0bn

69

61
53

53
£2.0bn

55
44

42

50

45
37

New issues (#)

2

Further issues (#)

6

6

6

6
Jun-19

3

May-19

4

Apr-19

9

Mar-19

3

Feb-19

11
2

Jan-19

12

Dec-18

£1.0bn

Nov-18

Trump and Xi appeared to move towards
a resolution in June, which of course
was proved to be short-lived. However,
the resignation of Theresa May as
Prime Minister and the beginning of the
Conservative leadership contest held the
FTSE flat, propped up by a weakening
Sterling, which sunk to its lowest levels
in 12 months as fears grew over a no
deal Brexit.

100

Oct-18

Market growth and transaction activity
slowed in May impacted by an array
of geopolitical concerns, most notably
the ongoing US:China trade war and
escalating rhetoric around tariffs and
protectionism increased fears of a global
downturn.

105

Sep-18

Transaction activity also recovered,
with April the strongest month
for transactions and funds raised,
reflecting a mixture of pent up
demand after a prolonged period of
low activity post October 2018, and
existing listed businesses tapping the
secondary market for funds as share
prices recovered.

110

Sep-18

•

115

120

Aug-18

•

As it became clear that an extension was
unavoidable, all three indices recovered
in the run up to the 31 March.

125

Aug-18

•

LAST TWELVE MONTH MARKET PERFORMANCE AND EXCHANGE RATES
(REBASED AT 1 JANUARY 2019)

Jul-18

•

Markets started the year at a ten year
low following the tumble in December
as the UK parliament appeared to be
unable to agree on a way forward and
the Article 50 deadline loomed.

Jul-18

•

Total fundraise £bn
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BDO CAPITAL MARKETS UK

77
29

MAIN MARKET

TRANSACTIONS
IN LAST 5 YEARS
1

PREMIUM AND
STANDARD
LISTINGS
2

£6.5bn MARKET
CAPITALISATION

97%

of our
clients

would recommend us

1. Total transactions up to June 2019 on which BDO was reporting accountant
2. Total listings in the 5 years up to June 2019 on which BDO was reporting
accountant
3. Combined market capitalisation of listings in the 5 years up to June 2019 on
which BDO was reporting accountant
4. Client Listening Programme (December 2018 BDO LLP)

4

3
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“

BDO engaged with S4 Capital and Peter Rademaker, our CFO
and me, as advisors, showing strong dedication to complete the highly
competitive mergers with MediaMonks and MightyHive, including
supporting our successful listing and subsequent placings. They were
very responsive and always willing to share constructive ideas and
thoughts on the key issues, across multiple workstreams, providing
quality focused outputs throughout the process alongside sector
knowledge. We all enjoyed working with the team and look forward to
developing the relationship in the future.

“

“

We have had a great experience working with BDO.
They were extremely flexible, worked closely with our other
advisors, and were always on hand to offer support when
we needed them over the course of the transaction. Their
pragmatic and efficient approach enabled tight timetables
to be met and the reports produced were of high quality.
We significantly benefited from their expertise both the real
estate and capital market sectors.

“

MARTIN MCGANN | FINANCE DIRECTOR,
LONDONMETRIC PROPERTY PLC

SIR MARTIN SORRELL | EXECUTIVE CHAIRMAN,
S4 CAPITAL

“

“

“

FREDDIE BROOKS | HEAD OF FINANCE, LXI REIT

BDO did a first class job throughout our IPO process; were
thorough but commercial in a diligence exercise and process that was
complex in structure, reporting and geography. They worked well with
the other diligence and advisor streams and were instrumental in
bringing together an integrated picture of the business, its history and
future outlook. It was a pleasure working with them and I would have
no hesitation in using them again.

“

I was pleased to work with the BDO Corporate
Finance team on our third transaction together. Their
approach was pragmatic and the output was clear and
thorough. The team clearly have a genuine understanding of
the sector and our challenges. Their communication with the
management team and the Board offered valuable assurance
on a successful equity raise.

ALAN PEPPER | CHIEF FINANCIAL OFFICER, ESSENSYS PLC

FOR MORE INFORMATION:

This publication has been carefully prepared, but it has been written in
general terms and should be seen as broad guidance only. The publication
cannot be relied upon to cover specific situations and you should not act,
or refrain from acting, upon the information contained therein without
obtaining specific professional advice. Please contact BDO LLP to discuss
these matters in the context of your particular circumstances. BDO LLP,
its partners, employees and agents do not accept or assume any liability
or duty of care for any loss arising from any action taken or not taken by
anyone in reliance on the information in this publication or for any decision
based on it.
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