Canadian IPO Market Review
Q3 2018: IPO market in a holding pattern
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IPO market overview
Subdued IPO volume trends continued
in Canada, with only one new issuer
completing its IPO during the third quarter.1
South of the border, the story was very
different: IPO markets saw the busiest
August since 2013, with 10 IPOs being
priced.1 Furthermore, it is expected 2018
will be the best year for US IPOs since
2014, exceeding the annual average since
2000 by 25%.1 The performance of the US
equity markets stands out relative to other
global equity markets, including Canada’s,
where uncertainty about trade continues to
weigh on the global growth outlook and on
investor sentiment.

Part of the reason Canadian IPO volumes
have been muted in 2018 is due to the
underperformance of resource-related
sectors and, consequently, the lack of
new names in those sectors coming to
the public markets. For context, 2017 was
broadly considered a strong year for the
IPO markets, when 15 deals were priced.
Compared to 2018 for the YTD period, the
number of IPOs in 2017 is approximately
equal if excluding resource IPOs.1
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IPO market overview
While there has been a decline in broader
follow-on equity financing activity in Canada
relative to the same period last year (it’s
down 37%), there were bright spots in
terms of increased activity in the real

estate, industrials, and health care sectors
compared to last year.1 Interestingly, these
sectors also saw activity through IPOs as
new names were added.1
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Key themes from
recent IPO activity
Cannabis sector in full bloom
In a very active quarter for cannabis,
a number of key transactions took place
that demonstrated the continued
importance of the sector to Canadian
capital markets. Most recently, the
additional investment of C$5 billion into
Canopy Growth (TSX:WEED) by Constellation
Brands (NYSE:STZ) highlighted the potential
synergies and growth opportunities that
companies see in the evolution of the
cannabis marketplace.2
Two high-profile issuers completed IPOs
in Q3, one in Canada and the other in the

United States. Tilray (NASDAQ:TLRY) filed its
registration document in Q2 and completed
its offering in early Q3.3 There was strong
investor demand for the IPO, as evidenced
by the strong aftermarket performance; it
could potentially be the best-performing
IPO in North America for 2018.4 The positive
investor sentiment was driven by the fact
that it was the first traditional IPO of a
cannabis company in the United States.

offering and pricing at the top end of its
IPO marketing range.1 While Charlotte’s
Web is a US company, its IPO took place
on the Canadian Securities Exchange
(CSE). This shows the CSE is becoming
increasingly popular, especially among US
private companies with US-based cannabis
production that are looking to raise capital
in the cannabis-friendly market of Canada.

In Canada, Charlotte's Web (CNSX:CWEB),
a producer and distributor of hempbased cannabidiol wellness products,
completed its IPO after upsizing the
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IPO aftermarket performance
pushes ahead
The average aftermarket continues to be
constructive for recent Canadian issuers,
with average post-IPO returns exceeding
the performance of the broader Canadian
equity market. Although performance
among the individual IPOs is mixed, multiple
sectors —such as cannabis, industrials, and

consumer—are demonstrating investor
appetite for new names that promise the
potential for outsized returns relative to
their benchmark. Since 2017, Canadian IPOs
have averaged 40.1% in returns over their
IPO price to date. It’s a return that compares
favourably to that of the S&P/TSX composite
index, which was 4.7% over the same period
(2017 to date).4
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Backlog continues to monitor
markets
Some companies are continuing to
monitor the equity markets for a
potential IPO as early as Q4 of this year,
but they’re more likely to move in 2019—
as long as equity markets continue to
remain constructive. Event readiness
is also an important concept for some
companies, as the path forward may
involve either a sale or an IPO–what’s
known as a “dual-track” scenario.

Public capital markets: an avenue
for corporate issuers
In September 2018, AltaGas Canada
Inc. filed a preliminary prospectus in
connection with an IPO.5 AltaGas Canada
Inc. is a subsidiary of AltaGas Ltd., and the
spin-off would allow the parent company
to realize proceeds that could be used to
repay its debt. This deal will be the first
energy infrastructure IPO since Kinder
Morgan Canada completed its IPO in Q2
of 2017, which also happened to be a
corporate spin-off.

Equity market backdrop
Canadian equity markets remained flat
over the summer months, posting an
approximate loss of -1.2% on the quarter
and -0.8% YTD.4 The US markets, on the
other hand, showed gains of +7.2% on the
quarter and +8.6% YTD.4 The US market
is firmly in the driver’s seat, shrugging off
worries from previous market volatility as
the technology and consumer discretionary
sectors lead the pack for the YTD period.
The bright spots in the Canadian market
was industrials, information technology, and
health care, but these sectors weren’t able
to counteract the weakness experienced
in mining and utilities, as well as the lack of
improvement in the performance of the
energy and financial sectors.
With the settling of trade negotiations
between the US, Canada, and Mexico
announced on October 1, the market
uncertainty of the past year has largely
been mitigated. The Canadian market is
beginning to price in the implications of the
new trade deal and what it means for the
affected sectors.
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Final thoughts
The market’s entering the final stretch of
2018 with a backlog of potential issuers
looking to access the capital markets
through an IPO as early as this fall, but
more likely in 2019. In 2017, a third of all
IPOs by deal value greater than C$30 million
were completed within Q4.4 We believe the
pipeline will continue to build as potential
issuers ensure they are ready before
selecting the window to pursue their IPO.
The macroeconomic factors we anticipate
will ease the worries of issuers include
the resolution of and consensus with the
new trade agreement (USMCA), continued
consistent strength in Canadian GDP,
and oil prices pressing higher above
$70/bbl.4 Aftermarket performance of
recent issuers serves as evidence of
investor appetite for new names as both
institutional and individual investors look
for quality companies that exhibit strong
growth prospects.
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About us
The Deloitte IPO Advisory group is an

Deloitte’s leading IPO Advisory practice

end-to-end service provider that utilizes

is differentiated in the marketplace

a comprehensive framework for advising

through its dedicated Capital Markets

and preparing companies for the initial

team, providing issuers with independent

public offering and beyond. This can

advice relating to key IPO success factors

include analyzing a company’s strategic

including: equity story, value, market timing,

alternatives, getting “IPO ready”, helping

pricing strategy and tactics, underwriter

to coordinate the overall process and

selection, fee negotiations, roadshow and

providing independent capital markets

investor targeting strategy, to name a few.

advice throughout the process.
For more information on our services,
The group is comprised of a dedicated team

contact one of our Deloitte IPO

of professionals from Investment Banking,

advisory professionals.

Equity Capital Markets, Private Equity,
Financial Reporting, Risk, Tax and
Consulting backgrounds.

Endnotes
1.

Source: Dealogic, as of September 30, 2018

2. Source: Canopy Investor Relations, August 15, 2018
3. Source: Tilray Investor Relations, July 18, 2018
4. Source: Bloomberg, as of September 30, 2018
5. Source: AltaGas Investor Relations, September 13, 2018

7
7

Contacts
Jennifer Maeba
Partner
Financial Advisory
416-301-8491
jmaeba@deloitte.ca

Jason Novakovski
Partner
Audit & Assurance
403-261-8104
jnovakovski@deloitte.ca

David Dalziel
Partner
Audit & Assurance
416-601-6298
ddalziel@deloitte.ca

Andrew Kennedy
Director
Financial Advisory
416-933-4542
akennedy@deloitte.ca

Robert Nardi
Partner
Audit & Assurance
514-393-5203
rnardi@deloitte.ca

Kameron Javaid
Senior Associate
Financial Advisory
416-643-8419
kajavaid@deloitte.ca

www.deloitte.ca
Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax and related services to public and private clients
spanning multiple industries. Deloitte serves four out of five Fortune Global 500® companies through a globally connected network of
member firms in more than 150 countries and territories bringing world-class capabilities, insights and service to address clients’ most
complex business challenges. To learn more about how Deloitte’s approximately 264,000 professionals—9,400 of whom are based in
Canada—make an impact that matters, please connect with us on LinkedIn, Twitter or Facebook.
Deloitte LLP, an Ontario limited liability partnership, is the Canadian member firm of Deloitte Touche Tohmatsu Limited. Deloitte refers to
one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of
which is a legally separate and independent entity. Please see www.deloitte.com/about for a detailed description of the legal structure of
Deloitte Touche Tohmatsu Limited and its member firms.
© Deloitte LLP and affiliated entities.
Designed and produced by the Deloitte Design Studio, Canada. 18-6001T

