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On 22 November, London Stock 
Exchange hosted its invitation-only 
IPO Forum for more than 100 CEOs 
and CFOs of private companies, 
where they were able to hear from 
institutional investors, professional 
advisers and companies that have 
been through the IPO process.

This short report captures the key 
themes of the discussion, with 
important considerations for any 
company planning an IPO now  
or in the future.
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The IPO market in 2019
Charlie Walker
Head of Equity Primary Markets, London Stock Exchange

While 2019 has been an uncertain one for global capital markets, 
London’s equity markets have remained resilient and stable. 
Although IPOs have not been as numerous in 2019 as in 2018, 
London has outperformed in this tough market. The value of capital 
raised via IPOs globally dropped 20% in Q1–Q3 2019 compared to 

the same period in 2018, while in London the value of capital raised actually 
increased by 2.3%.

The assets under management in UK dedicated funds has also remained stable 
at around $330bn. For companies looking to come to market, investors have  
the funds to put to work.

This year, six of the top ten IPOs in London have been from international  
issuers, including four from the Middle East and Africa. This highlights London 
Stock Exchange’s position as the world’s leading cross-border IPO destination. 
UK companies such as Watches of Switzerland and Trainline have also captured 
investors’ imaginations.

An IPO is just the start of the next stage of a company’s journey. London’s 
liquidity can help drive their future growth. In any given year, the amount of 
money raised by listed companies in follow-on capital is three to four times  
the amount raised on IPOs. In the first three quarters of 2019, for example, IPOs 
accounted for just over £6bn of the total of £24bn raised across our markets.

Growth-hungry companies are attracted by the potential of the valuable  
new acquisition currency that a London listing provides them. London-listed 
companies have been energetic in exploiting this: since 2016, they have used 
their paper to buy businesses in 60 countries.1 London-listed paper is recognised 
around the world as a powerful currency. It is a significant advantage for any 
company seeking to expand its global footprint through acquisition – and is 
unmatched by any other exchange in the world.

London Stock Exchange is rightly proud of its innovations which have created 
numerous entry points for companies of all sizes and stages of growth. Issuers  
can choose the world’s leading growth market AIM – which has raised 65% of all 
European growth capital – as well as Standard or Premium listings on the Main 
Market. The Main Market offers further options such as the High Growth Segment. 
The recently launched Shanghai-London Stock Connect programme enables 
Chinese investors to invest directly in high-quality London-listed companies  
and gives international investors exposure and access to blue-chip Chinese 
corporations while at the same time providing London’s familiar market 
mechanisms and processes.

Another major initiative has been the launch of the Green Economy Mark which 
recognises companies and investment funds on all segments of the Main Market 
and AIM that derive 50% or more of their total annual revenues from products  
and services that contribute to the global green economy. To date, 74 companies 
have been badged with this mark. We have already had requests from companies 
considering an IPO as to whether it can be ‘pre-granted’ a Green Economy  
Mark to support discussions with investors.
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Key themes of  
the IPO Forum
Claire Dorrian
UK Equity Primary Markets – Head  
of Region, London Stock Exchange

The vital 
importance of early 
preparation was the 
one clear message 
that ran through  

all of the discussions. There 
are many steps that need to  
be taken – from appointing a 
team of the right professional 
advisers and opening dialogue 
with prospective investors,  
to building up key internal 
resources and building a board 
of executive and non-executive 
directors, some of whom  
have previous experience of 
being on a board of a listed 
company. There is a great  
deal of experience and free 
information to be tapped at 
London Stock Exchange to help 
companies prepare because  
the earlier a company does 
take these steps, the better.

1 Source: Bloomberg

https://www2.lseg.com/sustainablefinance/greenequities
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Investor perspectives
 “We have to be satisfied  
that this is a company that 
we want to own over the 
medium to long term.”
Investor

 “Our real work on valuation 
starts with the prospectus.”
Investor

 “If a market is growing  
at seven per cent, then we 
want to see a business that 
is growing at ten per cent.”
Investor

 “An IPO gives you the ability 
to hand pick suitable 
investors, to find the ones 
who really understand  
your trajectory.”
Nick Fowler Lazard

 “If all goes well, the IPO 
price ought to be seen as  
a starting point from which 
the company grows and its 
share price with it.”
Nick Fowler Lazard

Communicate your growth story
Investors want to see a business with a growth story that is outpacing the 
growth of its particular market – and they want to understand the sustainability 
of that growth. They are looking for a variety of characteristics such as the 
strength of management, market position and product quality, international 
reach, or strong IP that is already being commercialised.

Take time to educate investors …
For investors, the IPO process represents an introduction to a new business.  
They don’t have a long-established view of the company and want to gain an 
understanding of the management team so they can make an informed decision 
about whether to invest. Management teams should recognise that, from a fund 
manager’s perspective, investing in an IPO is a risk, said one investor. So investors 
want to learn about the business and see evidence of its track record while it is  
still in the private domain. The ideal preparation time for investors to get to know 
a business should be 12 to 18 months, said another investor.

Investors like early engagement. This can have an impact on valuation. Setting 
out and then delivering on results pre-IPO gives a good sense of a management 
team’s guidance, noted one investor. The best IPOs involve greater levels of 
discussion about valuation at an early stage, said another investor, and the 
prospectus will be the basis for their analysis.

… but remember that every investor is different
Investors do differ in their responses. Some will take their time to see how  
the book building process develops. Others will be swifter but emphatic on  
their valuation.

Prepare for the long-term – but don’t miss your maiden numbers
Institutional investors see the IPO as the start of the journey; they are investing 
in the IPO for the future. But the early days as a public company are vitally 
important ones. If a company misses its maiden numbers, said one investor, 
this can negatively impact the perception of the company and impact share 
price performance. It can take some time for a business to build back their 
reputation from this situation.
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Preparing for the IPO 
journey: considerations 
and timeline
Begin early
If you are considering an IPO, the time to start preparing is now. The first step  
is to have an IPO readiness assessment. This can be two years in advance and will 
focus, at a high level, on the internal operations and capabilities of the business: 
the equity story and how the company will be presented to investors; the structure 
of the business; the rigour of its corporate governance; the strength of the 
financial team; and the building of its financial history. The earlier these issues 
are addressed, the smoother the IPO process will be.

As a result of this readiness assessment, managers can understand the actions 
that they need to take and the internal capacity and resources that will be 
required to deliver an IPO. It is important to start early on all key documentation 
– such as the company’s material contracts – and on choosing the right advisers.

Appoint a project manager
Advisers consistently recommended that successful IPO processes deploy  
an internal project manager who is dedicated to the task. The project manager 
should understand, plan and co-ordinate the numerous advisers, processes and 
work streams. The process requires constant communication and the ability  
to foresee potential issues that might arise.

Planning your resources is crucial to cope with IPO process work while 
maintaining momentum in the business, so a key role for the project manager  
is to maximise executive management time during the process. Senior managers 
should be involved when necessary but not chasing documents or repeatedly 
answering questions, was how one adviser put it.

Develop a strong and clear equity story
Underpinned by strong financial information, the equity story articulates the 
value and prospects of the company. It sets out why and how the investor will  
be better off for investing in your business plan and strategy, said one adviser.

Focus on how to stay focused on the business
The IPO process will take up to six months and occupy the attention of the 
senior finance and management team. Transforming the business to one that  
is ready for the public markets is a time-consuming and exhausting process.  
But the business needs to continue as usual. An IPO is an exciting prospect but 
the company still has to carry on doing what it has been doing in order to get 
itself to this position, said one adviser.

Start communicating with the media early
Take advantage of the window prior to announcing the intention to list. This is the 
period in which to develop and tell the story of the company, to build relationships 
with the media and to actively market the business. It is an opportunity to gain 
greater visibility for the company. 

 “Listing as a public company 
can mean significant 
changes in corporate 
governance structures. 
Companies always think 
that they are better 
prepared for this than  
they really are.”
Linda Main KPMG

 “It is increasingly important 
to get a company’s corporate 
governance, including its 
board members, in place 
early in the process.”
Inigo Esteve White & Case

 “Every company is unique 
but many companies make 
the mistake of trying to tell 
a story that is completely 
different. Identify the 
macro-trends and provide 
market context – and then 
explain your difference.”
Ed Simpkins Finsbury
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Make sure that the online profile of the business and its executives is accurate 
and active. Build a support base among the media, as this will help to gain 
accurate and balanced coverage. Rehearsals for media presentations should 
happen in tandem with those for investor presentations; both want to hear  
a clear story.

Appoint new board members early
When choosing to list on the London Stock Exchange there is clear guidance  
on corporate governance. (For Main Market, the UK Corporate Governance Code 
and for AIM, the QCA Corporate Governance Code.) The public markets expect a 
credible board of directors, said one adviser, but people under-estimate the time 
it takes to hire good quality non-executives. It is a process that can’t start early 
enough, said one adviser.

Their calibre and appropriate experience are important but also their ability  
to build a strong rapport with existing management. Investors will expect  
clear communications about how the company is managed, said one adviser, 
particularly if the governance structures are not plain vanilla.

Be prepared for bumps in the road
The preparation of getting all the due internal processes in place in time for  
the listing is intensive. And there will be challenges along the way; one adviser 
noted that a particularly thorny question can be how to deal with discussions  
in the media of the potential valuation of the company.

 “What does best practice  
on IPO execution look like? 
Good housekeeping, a 
strong management team, 
clear growth prospects,  
and delivering on promises.”
Linda Main KPMG

 “Having a strong internal 
project manager is key  
to successfully executing 
the IPO.”
Inigo Esteve White & Case

 “Embrace communicating 
about your company  
with a super-clear and 
compelling narrative.”
Ed Simpkins Finsbury
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It is your IPO – own it
Advisers will guide you, said one executive, but there are decisions at every 
junction and they are yours to take. Make it your own process and control it.

Understand and choose investors who are right for the business
Early look meetings build trust and relationships with investors. Management 
teams may meet some investors several times. But don’t go into the early look 
process unless you are ready for it, said one executive, adding that “we treated  
it as though it was the formal roadshow”.

As the finish line of the IPO approaches, cautioned one adviser, it is easy for 
managers to allow their bank to lead the decision-making about share allocations. 
However, these allocations must be for the company’s benefit as you know how 
you would like your shareholder register to look. While investor timescales will 
vary widely – some will be on the register overnight – many are going to be 
partners for the long term. It is important to understand the rationale behind 
allocating shares to every single investor. Be clear about every investor and  
the purpose that they serve.

Take a positive approach to corporate governance
The earlier you appoint board members, the better, said one executive. The right 
choice of non-executive directors will add considerable value to the business. 
Corporate governance is an area of increasing focus from investors. This includes 
the gender mix on the board and at executive management, the independence 
of the directors and the appropriate staffing of nomination, remuneration  
and audit committees. 

 “It’s imperative to deal with 
this early. You don’t want 
corporate governance issues 
to take up 15 minutes out  
of your one-hour meeting 
with a potential investor.”
Executive

 “We invested and planned 
well ahead. We had a full new 
board six months prior to  
our listing which shadowed 
our existing board.”
Executive

 “We gave all of our staff 
shares. Some already  
had shares and on the 
opening day more than  
400 employees watched  
our market opening live.  
It was everybody’s IPO.”
Executive

The IPO process:  
key considerations  
and challenges
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Build up the bandwidth of the finance team
It can be a complex and pressurising experience for the internal project team. 
Invest as much as possible in the preparation.

At the point of pressing the IPO button, the company must have a well 
documented equity story, transparent tax structures, the ability to produce 
quality financial information very quickly, robust internal controls and corporate 
governance. Ensuring these are taken care of can avoid issues later on, which 
divert valuable time and energy from running and growing the business.

The bandwidth of the finance team during the IPO execution period becomes 
very tight. The daily business of the management accounts and statutory 
reporting must continue while advisers demand historical information, scrutinise 
the robustness of financial forecasts, and conduct due diligence on internal 
controls and reporting procedures. And all this will be required urgently. Initial 
education from the advisers is vital, explaining the jargon and the process as  
well as practical matters, such as how to cope with assimilating and responding 
to multiple demands. The ability to produce financial information quickly to 
take advantage of an IPO window is vital.

Research is an important component before and after the IPO
Research is very important in IPOs today, said one adviser. While it may add 
time to the process to have research published, it provides greater visibility for 
the company and enables investors to understand the business and its sector. 
This is particularly the case if retail investors are being targeted.

Seize the opportunity to extend employee share ownership
Companies can choose to use their listing to extend equity ownership among 
their employees, by gifting shares at the IPO and establishing or enhancing 
buy-as-you-earn schemes.

 “During the process we  
saw a massive uplift in  
our brand awareness and  
on our IPO day we gained 
all the coverage we had  
ever dreamed of.”
Executive

 “Being a listed business  
is a proxy for trust.”
Executive

 “In discussions with 
investors, there is a natural 
instinct for managers to 
push forecasts up in order 
to meet their own valuation 
aspirations. It’s dangerous 
to push the envelope, as  
you can end up struggling 
to deliver those numbers 
after the IPO.”
Executive
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Life as a listed 
company: executing  
on your growth story
It’s a different regulatory environment
The listed environment is different, in terms of the level of scrutiny and its 
regulatory obligations. Take advantage of your advisers in the initial post-IPO 
period in order not to be caught out or surprised. As a public company,  
the business must conform with the rules surrounding financial reporting, 
transparency, listing, proper communication to the market including the 
disclosure of price-sensitive information, and the takeover code. Coming to  
terms with these new regimes is an area with which newly-listed companies may 
wrestle, said one adviser. Keeping the market informed has to be front of mind; 
with clear plans and processes in place, this discipline will embed itself.

The next phase starts now
The IPO marks a milestone. Meeting expectations and delivering on the plan  
set out to investors builds up management credibility. But it won’t be long before 
the company will need to transition to the next phase of its growth strategy. 
Managers can under-estimate the time it takes to build, test and gain shareholder 
feedback on that new strategic plan, said one adviser.

Have the right team in place for life after listing
It’s critical to invest in time and people to ensure that the right team is in place  
for life as a listed company, said one adviser. These investments, which may be in 
functional areas such as finance, IR and HR, should be made ahead of the listing.

Prepare for different dynamics
The board of a public company will act as a strong check and balance;  
this may represent a change for the executive management team.

Be strategic about Investor Relations (IR)
IR should not just be an administrative function but a central part of value 
creation, said one adviser. A strategic role for IR means communicating key 
messages clearly to investors and strengthening confidence in the market.

Maintain regular media communications
Telling your story to the media helps to clarify and unify your messages. 
Regular, informed coverage can help to attract support from retail investors;  
it also sends positive signals to your employees, customers and suppliers.  
The pre-IPO training will stand a manager in good stead.

Listen to your shareholders
Practice makes perfect. The IPO roadshow means that managers become 
proficient at telling their story. As a public company this moves to a two-way 
delivery of information, said one adviser, where managers must also listen to  
the views and thoughts of shareholders and understand how their requirements 
may be changing. Capital markets days are a good way for a company to 
maintain relationships with investors.

 “Our IPO has ticked all  
of the boxes. We have  
raised new money which  
we have started to put to 
work. We have been able  
to distribute equity more 
fairly and widely in the 
business. We are gaining 
tremendous value-add from 
our new board. We now have 
an acquisition currency.  
Our brand visibility is  
much greater and we are 
able to attract and retain 
greater numbers of high-
quality people.”
Executive

 “It’s easy to write down  
a process. In practice,  
it can be very difficult to 
embed it into the business 
and make it work. We  
have had to do a lot of  
work on communications 
and training.”
Executive

 “An IPO is a major process. 
You have to be at the right 
inflection point for your 
business and have a lot  
of conviction around that.”
Executive
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Reaching retail investors
Historically, there has been limited retail participation in IPOs. A small number 
of companies with strong brands and a large and sophisticated customer base 
have included retail offers in their listing. In 2019, one notable example was  
the IPO of the investment platform AJ Bell.

A new partnership between London Stock Exchange and online investment 
platform PrimaryBid will give retail investors the opportunity to participate  
in IPOs, retail bonds and other types of equity offerings. This innovation is part  
of London Stock Exchange’s ongoing commitment to broaden the services 
available to retail investors.

Direct listings
Recent “direct listings” of high-profile technology companies on the US stock 
markets have attracted attention. Such a method of listing – where the company 
joins the market without raising capital – has been available as an “introduction” 
on London Stock Exchange for many years.

There are a number of factors which lead to the use of this approach: the 
company is a well-known brand in a well-understood sector; the company has 
no need for fresh capital; and the company already has a large and diversified 
shareholder register.

Conversely, the process of an IPO fulfils many other requirements for a company 
coming to market: a lengthy period of market education to ensure the equity 
story is well understood; the ability to build a diversified shareholder register; 
and achieving a stable after-market.

https://www.lseg.com/markets-products-and-services/our-markets/london-stock-exchange/equities-markets/raising-equity-finance/market-open-ceremony/london-stock-exchange-welcomes-aj-bell-premium-segment-main-market
https://www.lsegissuerservices.com/marketplace/primarybid/what-we-offer
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