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Covid-19 impacts on IPO ecosystem

IHEANY! NWACHUKWU

e combined effects of

“ovid-19 and the oil price

fall succeeded in putting

an effective end to TPO

activity in first-gquarter
(Qu).

As it became clear that the global
market conditions were becoming
more volatile, a number of 1PO
processes that were in gain were put
m the back bumer.

“Covid-19 has had a pervasive
impact on the 1PO ecosystem,
from financial markets to the real
underlying economic fundaimentals
in ()1 2020,

"We see the impact on market
volatility, equity indices and
valuations continuing for the
foreseeable furure, with a recovery
not practical until Covid-19 is under
conumol,

“For the short tero we expect

mostmarket activity to be focused on
fund raising by existing issuers’, said
Scott MeCubbin, EY UKI PO Leader.

Market uncertainties triggered
by the Cavid-19 pandemic have
thwarted some companies plans to
attempt at going public. The firm
had hired advisers to resurrect plans
for a stock-market listing in London
and Lagos.

In Nigeria, investors will still need
t for Initial Public Offering (IPO)
of Nigerian fintech giant, Interswitch,
Ihe pandemic has clouded its reality
in the medium term.

IPMorgan Chase & Co,, Citigroup
Inc. and Standard Bank Group
Limited are among the firms working
on an initial public offering, which
may value the financial technology
company at $1.3 hillion to $1.5 billion.

Recently, global economic
activities remain depressed until
the pandemic is under control and
governments start 1o release some of
the restrictions,

Even then it will be a significant

time before activity returns to
anything like normal and the very
earliest market watchers can expect
activity is the second halfof the year
assuming the virus is brought under
control rapidly.

The first quarter had promising
two months followed by the market
closing abruptly.

Globally, there were 230 IPOs
raising proceeds of $28hillion in
the first quarter of 2020, This is a
Spercent increase in deal numbers
and a B5percent increase in proceeds
compared to Q1 2019, reflecting
the continuation of global PO
momentum that built up in the
second half of 2019

As in Q1 2019, the technology,
healthcare and industrials sectors
were the most prolific producers
of 1POs in the first quarter of 2020,
together accounting for 115 1POs
(50percent of global 1POs by deal
numbers) and raising $15.6billion
altogether (56percent of global
proceeds). By proceeds, industrials

was the strongest sector with
$6.3billion raised (22percent of global
proceeds),

E&Y recent report {IPO Eye Q1,
2020) noted that ecovid-19 brought
Landon IPOs to a halt

"Following the election which
returned a government with a clear
mandate, the listing momentum
that grew globally in late 2019 carried
through to London in the first two
manthsof 2020 and the London Stock
Exchange wimessed five IPOs which
raised some £615million in aggregate.

"However, the combined effects
af COVID- 19 and the oil price fall put
an effective end to TPO activity before
what should have been the busies
maonth of the quarter for listings.] the
report noted.

“Lemdononce againdemonstrated
its depth of capital as it held its
position as the number one listing
location in Europe in terms of funds
raised in the quarter, accounting for
maore than half of the total proceeds
raised across Europe. All of the IPO

activity in the quarter was conducted
by domestic issuers’ it noted further

Ihe Main Market saw three IPOs
which mised a combined £44 1 million
while the Alternative Investment
Market saw two admissions in the
quarter raising £174million. On a
combined basis deal numbers are
the same as (01 2019 and proceeds
are 28percent up compared to prior
year even though new listing activity
effectively ceased at the end of
February.

the largest IPO in the period was
Calisen ple, an owner and manager
of energy infrastructire assets, which
raised £337million. The largest
fundraising on AIM was Inspecs
Group ple which raised £94million,
Both issuers were private equity
backed companies and betweenthem
raised some 70percent of the funds
raised in the quarter. In addition, in
early March, FRP Advisory Group plc
raised £80million, continuing a trend
of professional services providers
listing on the markets.
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