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2016 Half year IPO market update

On point
“The current level of 
volatility is here to stay 
but investors are largely 
unfazed by some of  
these temporary shocks. 
The first half of 2016 is 
right up there with the 
last two years as listings 
confidently outperform 
the market, up 16.5% on 
average and exceeding  
the first half of last year  
in both volume and value.”
Ian Turner 
National Leader, Corporate Finance

Political uncertainty  
weighing on markets 
Had we known, when releasing our  
2016 IPO report earlier this year, how  
much volatility financial markets were 
about to witness over recent months,  
we may well have tempered our views 
around the performance of the Australian 
IPO market. But the numbers would  
have proven us wrong. 

Britain’s monumental vote to leave the 
European Union certainly had global and 
local impacts. In Australia we saw a strong 
negative shift in sentiment before the 
hysteria subsided and our share market 
recovered some of its lost ground. Indeed, 
rallies in many financial markets leading 
into the referendum indicated markets 
were betting on Britain choosing to remain 
rather than exit and, as a result, the initial 
sharp sell-off in equities simply reflected, 
in part, markets positioned for the wrong 
trade. Stock markets have since recovered 
from the drama, but exchange rate impacts 
have been more enduring, with Sterling  
still at more than 30-year lows against  
the US dollar. 

With a range of political and social 
dimensions to still play out over time, 
any future UK downturn could impact 
Australia via Britain’s contribution to 
global economic growth. However, from 
Australia’s perspective, developments in 
China are likely to be far more material  
for our economy. 

The investor community was then largely 
unfazed by the outcome of the election, 
both the uncertainty caused by the 
duration of the vote count and then the 
final outcome. The threat of political 
paralysis has, however, raised fears of a 
downgrade to Australia’s AAA credit rating 
as unpopular budget repair measures  
may be more difficult to move through  
the parliament. 

Yet, local IPOs show  
increasing resilience 
Despite this backdrop of volatility 
(remember a number of markets have 
had their worst starts since 1897), IPOs 
in Australia remain firmly in favour. The 
first half of 2016 saw listings confidently 
outperform the market, up 16.5% on a 
weighted average basis to the end of June 
2016 (or 26% for anyone who invested 
equally among all stocks), while the  
ASX closed 1.2% down. 

Equally surprising was the volume and 
value of listings, both of which exceeded 
the corresponding period in 2015. 

There were 33 listings in total with  
a market capitalisation of $5.7bn and 
$2.6bn of new capital raised. The start of 
the year typically tends to be the window 
for smaller raisings, but is also an indicator 
of the level of capital raising activity still  
to come in 2016.

In terms of size, 13 listings to the end 
of June each exceeded $75m in market 
capitalisation, led by WiseTech Global 
and Reliance Worldwide Corporation, 
with a further 3 large listings at the time 
of this report going to press in July being 
the recent listings of the debtor financing 
group Scottish Pacific and retailers  
Shaver Shop and Kogan.com. 

The 20 small cap listings, on the other 
hand, had an average market capitalisation 
of $28m and raised under $10m in capital 
on average. Notwithstanding this, the 
smaller listings delivered, on average, 
similar returns to the larger ones,  
although they also displayed significantly 
higher volatility.
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“The key challenges:  
for the economy, it is 
our reliance on China 
which means Australia 
will continue to adapt 
its traditional resources 
offering towards its 
consumer-led growth 
model – expect to  
see more IPOs in this  
space. For investors,  
the immediate challenge 
now is the limited supply 
of growth stocks as  
private equity firms 
embark on their next  
investment cycle.”
Tapan Verma 
Director, Corporate Finance

In the broader Asia Pacific region, 
companies are similarly defying market 
turmoil and volatility. Postal Savings Bank 
of China has just filed a listing application 
with the Hong Kong stock exchange which 
could see it raise US$8bn in funds in 
possibly the largest global listing this year. 
Similarly, Japan has had the largest number 
of listings over the last calendar year and  
is expected to have a similar 2016 driven  
by a number of emerging and high- 
growth companies.

Keeping options open 
One interesting dynamic playing out is 
the number of potential IPOs exploring 
dual-track options, including the recent 
acquisition of StatePlus by First State  
Super (reportedly near $1.0bn). 

Genuine dual-track processes for  
large assets, including ones currently  
being run for ‘The Good Guys’ and 
previously for Tegel, highlight a boom  
in dealmaking conditions. 

The relative stability of the Australian 
dollar over the last 12 months, trading 
within the US$0.70-US$0.74 range 
(higher more recently driven more by 
the lack of confidence in the USD rather 
than conditions in Australia) and the 
continuation of record low interest  
rates continue to bode well for  
M&A activity here.

Macroeconomic outlook 
As concerns over the health of the  
Chinese economy and its continued 
heavy reliance on debt-fuelled industrial 
expansion remain, there are downside 
risks for the Australian economy given our 
reliance on China as our largest trading 
partner. Going forward, Australia will 
increasingly have to adapt its traditional 
resources offering to China as it seeks to 
transition to a more sustainable, consumer-
led growth model. Tourism, international 
education exports and agribusiness are 
therefore genuine bright-spots for our 
domestic economy. 

Market capitalisation Number of listings
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"As always, the market is 
full of naysayers predicting 
a cliff-edge, but we feel 
the market fundamentals 
remain strong over the 
next 12 months. To date, 
vendors have shown 
patience in coming to 
market, and largely 
delivered on all promises. 
The 'new normal' pipeline 
is not going anywhere and 
we see activity levels on 
the medium term horizon 
as strengthening."

Ian Turner 
National Leader, Corporate Finance 

More broadly, the global economic 
environment is likely to remain volatile, 
and investors will continue their pursuit 
of growth and yield amid remarkably low 
interest rates in advanced economies.

With the European Central Bank adopting 
more aggressive negative interest rates 
and bond purchasing activity and increased 
scepticism around the ability of the US 
Federal Reserve to resume its hiking cycle 
(after a lone hike in December), Australia 
is likely to remain lower for longer in this 
global interest rate environment. Many 
believe that the $A creeping higher was 
a factor behind the RBA’s rate cut in May 
and that it may look to cut again due to 
disinflationary forces and the desire to 
keep the $A at supportive levels. 

Domestic M&A activity is therefore  
likely to continue to be supported by a  
lower currency which makes foreign  
investment cheaper ‘on the way in’.

Looking ahead 
The key challenge for investors is the 
limited supply of growth stocks as  
private equity firms embark on their  
next investment cycle. This is alongside  
a renewed focus on asset quality and the 
fundamentals of businesses seeking to 
access capital, such as a strong and diverse 
management team, a highly articulated 
vision for future business growth to 
drive value aligned with planned capital 
uses from the IPO, and, for more mature 
businesses, a demonstrated operational 
and financial high performance  
track record.

In the first half, technology, financial 
services and healthcare remained  
favoured stocks, however there was also 
some resurgence in consumer businesses 
with significant scale, focus on quality and 
growth, exceptional management teams 
and governance models that are well  
suited to a listed environment. 

The pipeline over the next few months 
includes quality assets such as The Good 
Guys, Autosports Group and Inghams, with 
Quadrant also reported to be considering 
an exit of its Barbecues Galore and Super 
A-Mart businesses and cancer treatment 
provider Icon Group in 2017. 

The remainder of 2016, and looking 
further ahead into 2017, will also likely 
see a number of REIT listings, with an 
estimated value of $3bn, coming to market, 
as investors look to strong yields amongst 
global uncertainty. Charter Hall, GARDA 
Capital Group and Viva Energy’s petrol 
station portfolio have all been reported  
to be considering a listing before the  
year is out. 

There has also been topical debate on  
the quality of certain assets that have  
come to market in recent years since 
liquidity returned. ASX and ASIC have  
taken a collaborative approach of working 
with market participants and stakeholders 
in proposing a range of regulatory changes 
that will address some concerns around 
admission requirements and the quality  
of historical information, and further 
enhance the exchange’s international  
and regional standing. 

These are positive steps and the market 
on the whole is largely supportive of these 
measures. There are however questions 
on some of the proposed changes to the 
listing rules in their current form that  
could further limit the participation of retail 
investors in new floats (and it is easy to  
see why retail investors are unhappy when  
IPOs continue to significantly outperform 
most asset classes). We also do not 
believe a blanket increase in free float 
requirements would necessarily achieve 
the intended objectives of increased 
liquidity and may, in fact, deter some  
ASX hopefuls. 
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By geography 
Twelve of the 33 listings involved foreign 
domiciled companies. Oneview Healthcare 
was the first Irish company to list on the 
ASX, Soon Mining Ltd principally operates 
in Ghana, Graphex Mining principally 
operates in Tanzania and a strong volume 
in Chinese listings continued. Volpara 
Health Technologies and Tegel Group 
Holdings were two New Zealand based 
companies that sought a listing in Australia.

Domestically, NSW and Victoria together 
accounted for 50% of volumes with eight 
listings each. 

NSW listings were primarily spread 
across financial services (Monash 
Absolute Investment Company as an 
example) and large technology, media 
and telecommunications (TMT), such as 
WiseTech Global, returning an average  
of 20.1%. 

Victoria also saw some excellent 
performers in Afterpay Holdings and 
Apply Direct, both of which have delivered 
returns in excess of 40% (70% in the case 
of talent recruitment technology firm Apply 
Direct). These have been, in part, offset 
by the poor performance of some of the 
smaller TMT listings and that of Redbubble 
(losses of 19.5%).

Noteworthy floats in Western Australia 
included the antibiotic producer Recce Ltd 
(up 25%), and in Queensland, Motorcycle 
Holdings (34.5%) and the large listing of 
Reliance Worldwide Corporation (23.6%). 

Internationally, Chinese domiciled 
companies significantly outperformed the 
market, delivering 22.6% to 30 June 2016. 
Ding Sheng Xin Finance Co Ltd, a guarantee 
service provider for SMEs, was the stand-
out performer (up 33.3%). Graphex Mining 
and Soon Mining both saw impressive 
returns of 160% and 80% respectively. 

A closer look at H1 2016 
Of the 33 listings in total to end of June 
2016, with a market capitalisation of $5.7bn 
and $2.6bn of new capital raised, 13 each 
exceeded $75m in market capitalisation. 

The most successful, in terms of share 
price performance, were amongst the  
small caps, including Abundant Produce  
(up 370%), Graphex Mining Limited (160%)  
and Soon Mining (80%). 

However, larger growth stocks also 
remained in favour with investors,  
with notable performers in the over  
$75m category including Afterpay  
Holdings (44%), Motorcycle Holdings 
(35%), WiseTech Global (32%) and 
Oneview Healthcare (26%). Of the poorer 
performers, only Redbubble and 9 Spokes 
(both down around 20% at 30 June 2016) 
had a market capitalisation of over $75m.

The year’s two largest listings were  
Reliance Worldwide Corporation, with a 
market capitalisation at listing of $1.3bn, 
and WiseTech Global, which listed for 
$973m. Both saw positive post-listing  
gains of 23.6% and 32.2% respectively. 

The 20 small cap listings, on the other 
hand, had an average market capitalisation 
of $28m and raised under $10m in  
capital on average. Notwithstanding this, 
the smaller listings delivered, on average, 
similar returns to the larger ones, although 
they also displayed significantly  
higher volatility.

Performance of 2016 listings >$75m, to 30 June 2016

50% 40% 30% 20% 10% -10% -20% -30%0%

Afterpay Holdings Ltd 44.0%

MotorCycle Holdings Ltd 34.5%

Ding Sheng Xin Finance Co Ltd 33.3%

WiseTech Global Ltd 32.2%

Overview Healthcare PLC 25.7%

Reliance Worldwide Corporation Ltd 23.6%

Australian Unity Office Property Fund 6.5%

GTN Ltd 6.3%

RedBubble Ltd -19.5%

9 Spokes International Ltd -20%

China Dairy Corporation Ltd 0%

Tegel Group Holdings Ltd 0%

WAM Leaders 0%



2016 Half year IPO market update

07

TMT continued to lead listing volumes 
by sector, with 12 in the first half of the 
year accounting for $2.1bn in market 
capitalisation (the largest being WiseTech 
Global and GTN Limited, which accounted 
for a combined $1.4bn). TMT listings  
also continued to perform strongly,  
with average gains of 17.3% since listing.

While conditions continue to see a swell 
in listings, and favourable returns enticing 
investors to flock to technology-related 
offerings, there may be a stumbling block 
ahead. Some of the technology companies 
that have come to market are start-up 
in nature, with little track records and 
unaudited accounts. ASIC and the ASX 
have been collaborating to introduce more 
onerous admission requirements that will 
likely impact the number of technology 
listings at the smaller end. 

However, the upshot here is that the assets 
that make it through to market offerings 
will inevitably be of better quality and have 
a more assured track record. The need 
for these requirements, in the regulator’s 
opinion, has become more evident in 
recent weeks with the rejection of Guvera’s 
proposed $1.3bn ASX listing. 

Healthcare listings, while returning average 
gains of 10.2%, have been a mixed bag in 
terms of individual performance. Oneview 
Healthcare and Recce saw an increase in 
share price of 25.7% and 25% respectively, 
while Vectus Biosystems and Volpara 
Health Technologies were down over 12%. 

Financial services represented 15% of 
first half 2016 listings, with total market 
capitalisation of $790m. Stocks delivered 
average gains of 13.2% to 30 June, with 
China-based financier Ding Sheng Xin 
Finance Co Ltd the stand out performer. 

Another sector which has seen growth 
prospects drive an increase in listings 
is consumer goods and services, with 
five listings in the first half and a market 
capitalisation of $813m. Total average 
gains were 6.4% on a weighted average 
basis, but a more impressive 74.9% 
on a simple average basis. The two 
stand out performers were Motorcycle 
Holdings ($76m market capitalisation) 
and the smaller Abundant Produce ($9m), 
which saw returns of 34.5% and 370% 
respectively. Interestingly, Archer’s listing 
of Motorcycle Holdings and Affinity’s float 
of Tegel were the only two private equity-
backed exits in the half year. 

By sector
Weighted average performance since listing – To 30 June 16
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services
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TMT
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96.8% 18.7% -
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Private equity / private investment  performance of 2015 listings to 30 June 2016
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Appen Anacacia Capital  418%

Magnum Capital  214%BWX

TDM Asset Management  71.4%

Ironbridge Capital  59.6%

Alceon Group/Quattro Capital  43.5%

Pacific Equity Partners  28.3%

Paine & Partners  20.9%

Wolseley Private Equity  10.0%

Catalyst Investment Managers  2.9%

Bain Capital  -5.5%

Next Capital  -30.2%

Advent Funds  -24.1%

Exto Partners  -43.5%

Macquarie Capital Group  -87.3%

Baby Bunting Group

Eclipx Group

Gateway Lifestyle Group

Link Administration Holdings

Costa Group Holdings

Vitaco Holdings

Integral Diagnostics

Building IQ

Temple and Webster

IVE Group

Adairs

MYOB Group

The classes of 2015 and 2014 
Average 2015 listing performance to  
30 June 2016 was 12%, up from 11.6% 
at 31 March 2016, but down from 18.2% 
at 31 December 2015. Amongst the top 
performers were Appen (up 418%), Class 
Ltd (230%) and BWX (214%). 2014 listings 
saw average gains of 38.9% as at 30 June 
2016. Bellamy’s continues to provide the 
largest return of all listings since 1 January 
2014, with gains to June 2016 of 921%. 

Sustainable returns continue to play out in 
the dominant sectors of TMT and financial 
services, with gains across both 2014 
and 2015 listings. 2015 healthcare listings 
have seen gains of 13.5% at 31 December 
2015 decrease to just 3% at 30 June 2016, 
primarily driven by losses of 24.1% for 
Integral Diagnostics Limited, a radiology 
and imaging company. 

Private equity exits from 2014 and 2015 
continue to perform strongly against the 
market, with weighted average gains of 
42.8% and 20.0% respectively.
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Asia Pacific market update 
Hong Kong and China 
Hong Kong and China’s stock markets  
were hit, like many other exchanges, by  
the global market turbulence triggered  
by a slowing Chinese economy, U.S.  
interest rate hike, the rising risk of RMB 
depreciation and the Brexit referendum. 
However, the U.S. Federal Reserve’s recent 
rate decisions, the reduction in China’s 
reserve requirements and the further 
quantitative easing from the European 
Central Bank helped to provide a window 
for new listings to debut, particularly on  
the larger side in Hong Kong. 

In the first six months of 2016, Hong Kong 
maintained the top spot for IPO proceeds 
globally, surpassing New York and London, 
raising HK$44.9 billion (AU$7.7bn) from 39 
IPOs by the end of June 2016. However, 
this represented a drop on the same 
period in 2015 in both the number of new 
listings and IPO funds raised by 15% and 
65% respectively. Large Chinese financial 
services floats stole the market spotlight 
accounting for more than 70% of total  
IPO proceeds.

In mainland China on the other hand, the 
tight control of the IPO market and prices 
in an effort to stabilise the A-share stock 
market, saw IPOs fall significantly. To June 
2016, 61 IPOs from Shenzhen and Shanghai 
raised proceeds totaling RMB28.8 billion 
(AU$5.7bn) compared to 187 IPOs raising 
RMB146.1 billion (AU$28.8bn) in the first  
six months of 2015. 

This is one of the gloomiest interim period 
for IPO activities on the Chinese Mainland 
exchange (excluding the suspension of 
trading in 2013). Fewer IPO approvals, 
reduced average offering scale for IPOs in 
the three markets in Shenzhen & Shanghai 
and a lack of 'show stopper' offerings  
drove a decline in the performance of  
the A-share IPO market. 

Interestingly however, the Postal Savings 
Bank of China is set to float later this year 
on the HK exchange and with US$8bn in 
funds expected to be raised, this is set to 
become the largest global IPO in 2016

Hong Kong and China’s outlook  
The Hong Kong market is still relatively 
balanced in terms of market liquidity, 
valuation and fundraising capability. 
Chinese companies that strive for growth 
and development look to Hong Kong for 
fundraising activities to expand global 
strategies. Hong Kong continues to be 
one of the hot listing venues for SMEs in 
Southeast Asia, evident in the surge of 
listing applications with c.800 applicants 
currently in waiting from the Chinese 
Mainland alone.

With a clearer market outlook providing  
a more stable listing environment, the 
Hong Kong market will remain open.  
Much of the current pipeline stems  
from financial services firms requiring 
funds to expand cross-border brokerage 
and securities businesses, in a bid to 
sharpen competitiveness. The Health 
sector is also anticipated to grow as 
companies look to Hong Kong to list on  
the back of the ongoing medical sector 
reform in China. Further down the line,  
a proposal to transform the environmental 
conservation industry in China into an 
established pillar of the economy should 
encourage companies in that sector to  
seek funds in Hong Kong.

"The Asia-Pacific region, 
Hong Kong and Japan in 
particular, is displaying 
great resilience in 2016. 
Over the last two years, 
Hong Kong has taken 
over the reins from the 
US and continues to be 
an attractive market with 
high liquidity and balanced 
valuations."

Ian Thatcher  
Head of Financial Advisory, Asia Pacific 



2016 Half year IPO market update

10

Japan 
Japan’s IPO market has been on a steady 
path of recovery, following listing lows at 
the height of the global financial crisis in 
2009 when only 19 companies listed. Since 
then, Japanese Stock Exchanges have 
enjoyed six consecutive years of growth 
in IPO volumes, with 98 companies listing 
in 2015. The first half of 2016 saw strong 
listing performance with 28 IPOs as at  
June 2016. 

The Japanese market consists of a number 
of stock exchanges, the main being; the 
Tokyo Stock Exchange 1&2, Mother’s 
exchange for high-growth and emerging 
stocks and the JASDAQ. The Mother’s 
exchange has seen significant growth since 
2010 and represented 60% of IPOs in 2015. 

Despite impressive performance in deal 
volumes, market capitalisation of listings 
has been declining over the past two 
years. More positively, capital raised 
increased to $22.1bn in 2015 from $19.5bn 
in 2014 (calculated at today’s exchange 
rate). However, the listing of Japan Post 
contributed approx. $18.2bn, with the 
remaining 97 listings raising c.$40m  
on average. 

The rise of small to medium value company 
listings is indicative of the Japanese market, 
and have dominated the landscape across 
Japan’s exchanges. The 28 IPOs to June 
2016 raised c.$44m on average. With few 
large value IPOs in the pipeline, the trend 
towards a high volume of low value deals  
is expected to continue throughout 2016.

Looking ahead, a potential slowdown in 
China, the impact of Brexit, crude oil prices 
and domestic economic uncertainty in 
Japan will certainly contribute to market 
volatility globally and domestically in Japan. 
However, the pipeline continues to look 
positive with 100 IPOs expected by the 
end of 2016. Two larger listings expected 
in 2016 are messaging app LINE, which 
intends to list in both Tokyo and New York, 
and is expected to be one of the largest 
Tech IPOs of 2016 and Kyushu Railway Co., 
a Japanese railway operator which plans  
to go public in the autumn of 2016.
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