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OVERVIEW
Amidst the volatility on the Main Market, there has been a clear shift in investors’ focus, with new issues (£1.1bn) as low as we have seen since
2016 following the UK Referendum, but further issues £2.9bn higher than H217 (at £8.3bn). Listed businesses appear to be taking advantage of
inflated share prices and returning for further issues, while investors appear less willing to take a chance on new entrants in light of the recent
market volatility
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Stock markets opened the year at record highs, but the markets
have since continued to feel the effects of a turbulent geopolitical
and economic environment. By the end of March, the FTSE 100
had lost over 10% of its value – most of this happening at the end
of January in the FTSE’s largest single decline – before broadly
returning to its opening levels by the end of June.
To blame for this was a multitude of interlinked factors, with
a weakening-then-strengthening Dollar, mixed global growth
forecasts, changing expectations over interest rates, sectorspecific trends (global tech and energy sectors featuring
prominently), and political decision-making from the other side
of the Atlantic all playing their part.
Amidst this uncertainty, it is perhaps unsurprising to see a fall in
the number of new admissions to the Main Market. There were
37 new admissions in H118, with activity weighted towards the
second half of the period, and fewer transactions than might be
expected in February and March.

•

Only 16 new admissions raised new capital. Total new issue
proceeds were also as low as we have seen since H216, after the
UK Referendum.

•

Conversely, further issue activity remained buoyant as listed
companies sought to capitalise on inflated share prices and return
to the market for further placings. There were over 300 further
issues in H118, raising £8.3bn though, as with new issues, activity
was weighted to the second half of the period as markets stabilised.
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•

It is evident that investors still have funds to invest, but at
present are more willing to deploy it in already-listed businesses
which have an established track record on UK markets, and
a clear tradable market value.

•

Of the £9.4bn raised from new and further issues, it was
financial services which continued to be the most active sector,
accounting for 65% of funds raised. Real estate (in particular
REITs) was the second most active sector in 2017 – attracting
£4.3bn from investors – but was quieter in H118, only
raising £0.9bn.

•

The largest transaction of H118 was in the leisure and hospitality
sector with Cineworld Group’s £1.7bn rights issue; the single
largest fundraise since Standard Chartered’s rights issue in 2015.

•

The largest new admission (by funds raised) was the £330m
raised by Energean Oil and Gas Plc, which evidently benefitted
from oil prices strengthening over the last year.

•

With the FTSE back near its all-time high and its volatility having
settled somewhat since June, we hope to see more new entrants
to the market and sustained activity for further issues in the
second half of 2018. However, the markets remain uncertain
territory and – with Brexit negotiations seemingly hanging in the
balance as we look towards the EU summit on 18/19 October –
it is clear that the risk of further economic and political shocks
to the market will lead businesses and investors to proceed with
caution over the next six to twelve months.

In this report we use:
• “H1XX” to refer to the first half of 20XX or 30 June 20XX, depending on the context
• “H2XX” to refer to the second half of 20XX or 31 December 20XX, depending on the context.
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INDICES
Responding to global economic and geopolitical uncertainty, the markets were volatile throughout H118. After starting the year at record highs,
the FTSE 100 fell by more than 10% in the first quarter of 2018, its largest decline since 2009, before recovering in April and May,
buoyed in large part by the relative strengthening of the Dollar against Sterling

FTSE INDICES AND FX SPOT RATES REBASED AT 1 JANUARY 2018

110.00

105.00

100.00

95.00

90.00
11

85.00

Jan 18

Feb 18
FTSE 100

2
Mar 18

FTSE 250

Apr 18
FTSE SmallCap

3
May 18
GBP:USD exchange rate

Jun 18
GBP:EUR exchange rate

1

2

After a strong start to the year, global economic and geopolitical
events saw the FTSE tumble from the middle of January, eventually
bottoming out 10% lower near the end of March.

The FTSE recovered strongly in April and May supported by energy
stocks – with oil prices reaching $80 per barrel for the first time in
four years - and supermarket chains on the back of M&A activity in
the sector.

The first shock came on 26 January after Trump signed the first
executive order of his presidency, imposing tariffs and indicating
further tariffs were likely, leading to fears of a global trade war.
While all international markets suffered, the FTSE’s January decline
was sharpest (almost 10%, before recovering slightly).
Further uncertainty around tariffs, Brexit negotiations, US tech
valuations, rising bond yields and future interest rates, together
with a strengthening Sterling – which makes overseas trading
results less valuable when translated back into pounds – led to
further volatility over the following months. The FTSE 100 ended
March at its lowest level since December 2016.

Sterling also began a gradual period of devaluation - most significantly
against the Dollar – which further drove the FTSE’s recovery.
3
The Dollar continued to strengthen against Sterling, with market
expectations of a US interest rate rise (ultimately confirmed on
13 June) already priced in, and further rises indicated by the US
Federal Reserve.
The relative devaluation of Sterling – normally a positive driver
for the internationally-focused FTSE 100 – was not enough to
prevent the FTSE from falling back to where it started in 2018,
due to further global economic and political instability. The Trump
administration confirmed that it would proceed with steel and
aluminium trade tariffs for Canada, Mexico and the EU, and also
withdrew from the Iran nuclear deal, stoking fears of retaliation.
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NEW AND FURTHER ISSUES
There has been a clear shift in investors’ focus, with new issue proceeds £4.9bn lower and further issue proceeds £2.9bn higher in H118
compared with H217. This is, in part, a reflection of listed businesses taking advantage of inflated share prices and returning for further issues,
but also highlights that investors are less willing to take a chance on new entrants in light of the recent market volatility

TOP 10 NEW ISSUES IN H118 (BY FUNDS RAISED)
Company
Energean Oil & Gas Plc
Baillie Gifford US Growth
Trust Plc
Avast Plc
JP Morgan Multi-Asset Trust Plc
Odyssean Investment Trust Plc
Augmentum Fintech Plc
Triple Point Social Housing
HSG REIT Plc
Marble Point Loan Financing Ltd
Gore Street Energy Storage
Fund Plc
JTC Plc
New issues
Number of transactions
- of which, raised capital
Funds raised (£bn)
Average funds raised (£m)

Sector
Natural resources
Financial services (funds)

£m
330
173

Technology and media
Financial services (funds)
Financial services (funds)
Financial services (funds)
Real estate (REIT)

147
93
87
81
48

Financial services (funds)
Financial services (funds)

31
31

Financial services

22

H117
42
28
2.0
71.7

H217
40
33
6.1
183.9

•

New issue proceeds of £1.1bn were significantly down on both
H217 (£6.0bn) and the equivalent period last year (H117: £2.0bn).

•

While there were a similar number of new entrants in H118
(37 compared with 40 in H217), fewer than half (16) raised
funds, as market uncertainty suppressed investor appetite.
Transaction values also remained low with average funds raised
of £67m, almost half that of the average for 2017 (£132m).

•

Six out of the top ten new issues were funds in H118. The largest
fundraise was by Energean Oil & Gas Plc, an international oil
and gas exploration company, which came to market in June
2018. However, the £330m raised by Energean was minimal in
comparison to 2017, which saw eight IPOs raising more.
The largest of these, EN+ Group, raised £1.2bn.

•

Significantly more funds were raised on the secondary market.
A total of £8.3bn was raised in the first half of the year,
outstripping the prior two periods.

•

The increase was largely driven by the significant volume of
transactions (305 v 218 in H217).

•

The largest transaction of H118 was in the leisure and hospitality
sector with Cineworld Group’s £1.7bn rights issue. This was the
single largest fundraise since 2015 on either the new issue or
secondary market.

•

Ocado bucked the trend for retail companies in 2018 and
raised £183m to support automation of its warehouse system.
Other transactions were primarily in the financial services and
technology and media sectors.

H118
37
16
1.1
66.8

TOP 10 FURTHER ISSUES IN H118 (BY FUNDS RAISED)
Company
Cineworld Group
Phoenix Group Holdings
Capita Plc
Weir Group
Provident Financial Plc
ITE Group Plc
The PRS REIT Plc
John Laing Group Plc
Talk Telecom Group Plc
Ocado Group Plc
New issues
Number of transactions
Funds raised (£bn)
Average funds raised (£m)

Sector
Leisure and hospitality
Financial services
Technology and media
Industrials
Financial services
Technology and media
Financial services (funds)
Financial services
Technology and media
Retail
H117
211
6.8
32.2

H217
218
5.4
24.9

£m
1,720
951
701
363
331
265
250
217
204
183
H118
305
8.3
27.3
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SECTOR AND MARKET CAPITALISATION OF FUNDRAISES
The financial services sector continues to attract the lion’s share of investment, representing two thirds of all main market transactions and
39% (£3.7bn) of funds raised. With the recent stock market volatility, investors appear to be increasingly selective about deploying funds into
new admissions, and companies are equally selective about coming to the market. The proportion of small companies, shell companies and
newcos entering the market was the lowest it has been since 2015

TRANSACTION NUMBERS (INSIDE) AND FUNDS RAISED
BY SECTOR
•

Financial services continued to be the main driver of fundraising
on the FTSE. Funds alone represented more than half (187) of
the transactions in H118 and 21% (£1.9bn) of the total funds
raised. General financial services businesses almost raised as
much (£1.7bn), but with significantly fewer transactions (34).
The total raised across both sectors was primarily secondary
raises (representing £3.1bn).

•

Investment in the real estate sector (in particular REITs) was
curtailed somewhat in H118. £4.3bn was raised across 56 deals
in 2017 (full year), whereas only £0.9bn was raised in H118.
That said, activity levels remained in line with 2017, with 27
transactions for the period H118, each transaction raising less on
average. As with financial services, the majority of H118 activity
(£815m and 24 transactions) was from existing listed REITs
returning for secondary placings.

•

19% (£1.7bn) of funds raised was attributable to the leisure
and hospitality sector, albeit substantially all of this was
Cineworld’s £1.7bn rights issue.

•

“Other” largely comprises professional services (nine
transactions and £718m raised), technology and media (16
transactions and £670m raised), retail (ten transactions and
£620m raised) and natural resources (27 transactions and
£470m raised).

•

Despite less being raised in total from new admissions, the
proportion of new listings with a market capitalisation of
£500m+ remained the same as in H217 (33%). The largest of
these was Worldpay Inc which, with a market capitalisation of
£17.1bn, was also the largest new admission since 2015.

•

Proportionately fewer small businesses entered the market in H118
with only one-fifth of admissions having a market capitalisation
of less than £10m, the lowest percentage since H215.

•

When taking into consideration that less was raised from
new admissions in H118 compared with H217, despite
a similar number of new entrants, it is clear that investors and
new entrants are being increasingly selective. Investors are
investing less, unless the target is of sufficient quality, and only
proportionately larger businesses are considering admission in
these more turbulent conditions.
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25%
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ADVISERS

SPONSORS
New issues1
Stockdale Securities
Citigroup
Morgan Stanley
JP Morgan
Winterflood Securities
Dickson Minto W.S
Merrill Lynch
Other
Not required2

H117
1
1
1
1
15
25

H217
1
1
3
9
29

H118
4
3
2
2
2
2
2
10
10

BROKERS AND BOOK RUNNERS – H118

Morgan Stanley
Citigroup
Canaccord Genuity
Stockdale Securities
Numis Securities
Optiva Securities
BNP Paribas
Other

No. of
transactions
2
3
2
4
2
2
2
19

Funds raised
(£m)3
478
330
221
43
22
7
1,300

1.
2.
3.

Stockdale Securities completed the most transactions in the first
half of 2018 (as sponsor and broker).

•

There were significantly fewer transactions where a sponsor was
not required compared with H117 and H217, reflecting fewer new
issues on the Specialist Fund and Standard Listing Segments.

•

BDO completed, jointly with KPMG, the most Main Market IPOs
as reporting accountant in H118.

BDO CAPITAL MARKETS UK

53
16

MAIN MARKET

TRANSACTIONS
IN LAST 5 YEARS
1

PREMIUM AND
STANDARD
LISTINGS
2

£2.6bn MARKET
CAPITALISATION

No. of IPOs
4
4
3
2
1
7

3

FOR THE THIRD YEAR RUNNING

95%

MORE OF OUR CLIENTS
WOULD RECCOMEND US

THAN ANY OTHER FIRM

REPORTING ACCOUNTANTS – H118

BDO
KPMG
PWC
Ernst & Young
Deloitte
Other

•

1. Total transactions in the five years up to December 2017 on which BDO
was reporting accountant
2. Total listings in the 5 years up to December 2017 on which BDO was
reporting accountant
3. Combined market capitalisation of listings in the 5 years up to
December 2017 on which BDO was reporting accountant
4. Independent research (Mid Market Monitor 2013-2016) undertaken
by Meridian West shows that BDO, for the third year running, have
the highest proportion of clients who would recommend their advisers
among its peer group.

Where deals are spread across multiple sponsors, each sponsor has been recorded as working on the transaction in the table above.
“Not required” relates to transactions that do not require a sponsor such as transactions on the Standard Listing and Specialist Fund Segments.
“Funds raised” represents total funds raised on transactions on which the named firm acted as a broker or book runner. On some transactions, a number of firms will have
been involved in raising those funds.
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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.
BDO LLP, a UK limited liability partnership registered in England and Wales
under number OC305127, is a member of BDO International Limited, a UK
company limited by guarantee, and forms part of the international BDO
network of independent member firms. A list of members' names is open
to inspection at our registered office, 55 Baker Street, London W1U 7EU.
BDO LLP is authorised and regulated by the Financial Conduct Authority to
conduct investment business.
BDO is the brand name of the BDO network and for each of the BDO
Member Firms.
BDO Northern Ireland, a partnership formed in and under the laws of
Northern Ireland, is licensed to operate within the international BDO
network of independent member firms.
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