
Canadian IPO Market Review 
Q1 2018 – IPO activity muted but 
outlook remains constructive



Key North American IPO market statistics 01

Volatility slows IPO activity - temporarily 02

Key themes from recent IPO activity 03

Equity market backdrop 05

Final thoughts 06

About us 07



1

Canadian IPO Market Review  | Key North American IPO market statistics (Q1/2018)

Key North American IPO 
market statistics (Q1/2018)
2018 North American IPO activity was off 
to a slower start relative to 2017. The sharp 
increase in market volatility experienced in  
early February due to the expectation of 
rising interest rates, caused a few issuers 
to adopt a "wait and see" approach to 
IPO timing. Nevertheless, there remains a 
meaningful backlog of Canadian companies 
that are getting in a state of readiness to 
access markets as early as Q2 of this year.

South of the border, activity has remained 
robust with 45 companies completing IPOs, 
raising proceeds of US$17.1 billion, which 
is above the average of the past 5 years.1 
Some of them have been large marquee 
listings that have commanded investor 
attention such as ADT and Dropbox.1

Expectations for continued global 
synchronous growth, positive economic 
data, and a strong corporate earnings 
outlook despite the impact of rising  
interest rates and the potential for trade 
wars should support a constructive capital 
market environment with issuers and 
financial sponsors remaining optimistic 
about 2018 being another active year 
for IPOs.

US Canada

45
Number of IPOs with deal 
size greater than $50 million

1
Number of IPOs with deal 
size greater than $50 million 

US$17.1B
Total proceeds raised 
through IPOs in Q1 2018 

C$173M
Total proceeds raised 
through IPOs in Q1 2018 

-1.6%
Q1 2018 return of S&P 500 
composite index 

-5.2%
Q1 2018 return of S&P/TSX 
composite index 

7.1%
Aftermarket performance 
of Q1 2018 US IPOs 

30.0%
Aftermarket performance 
of Q1 2018 Canadian IPOs 

Source: FPInfomart, TMX, Dealogic & Bloomberg (as of March 29th, 2018)
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Volatility slows IPO 
activity - temporarily
During the quarter, market volatility as 
measured by the CBOE VIX, rose sharply 
with the VIX peaking at 37 during early 
February as North American investors 
feared that interest rates would rise to 
combat inflationary concerns.2 As the 
month progressed, the market recovered 
earlier losses as investors saw the market 
correction as a buying opportunity.   

Q1 US IPO Volume Vs. Market Performance/Volatility

Source: Bloomberg for all IPOs with deal value > US$50 million & CBOE, as of March 29, 2018

Although market volatility was most acutely 
felt in the capital markets during the first 
half of February, the effects were longer-
lasting on IPO volumes as it was enough to 
make some issuers adopt a "wait and see" 
approach to market timing. As illustrated 
in the chart above, a significant majority 
of US IPOs during the quarter were either 
completed or set into motion prior to the 
spike in volatility, with a brief lull as investor 
sentiment recovered and activity levels 
picked up in March.2

US IPO Volumes - Q1 Activity

Source: Bloomberg for all IPOs with deal value > US$50 million, as of March 29, 2018
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Key themes from 
recent IPO activity
Canadian IPOs are playing it cautious 
Canadian offering activity has slowed 
with only one IPO completed during the 
quarter.4  This is lower than the activity in 
the Canadian market last year, with three 
IPOs completed. The average in Canada 
since 2011 is two IPOs in Q1, which brings 
into context the level of activity we have 
seen so far.5

During the final week of the quarter, 
Ceridian HCM Holding (owner of the once 
Canadian company, Dayforce) filed its 
preliminary prospectus with the SEC for an 
offering in the US, and later a preliminary 
and amended prospectus in Canada with 
the intent of proceeding with a cross 
border offering and dual-listing of its shares 
on the NYSE and the TSX. Earlier in March, 
Qylur Intelligent Systems, an early stage 
technology company based in Silicon Valley, 
filed its preliminary and later its amended 
prospectus for a potential IPO on the 
TSX-V targeting to raise up to C$74 million. 
Specializing in IoT technology leveraging AI, 
Qylur looks to provide a suite of hardware 
and software solutions for guest entry 
services at large public venues. 

Many Canadian domiciled entities, as they 
are getting into a state of readiness for an 
IPO, have finalized their year ends and now 
have a view into their Q1 results as they 
consider accessing the markets in Q2. 

IPO aftermarket performance 
pushes ahead
In both the Canadian and US markets, 
aftermarket performance outpaced the 
gains delivered by the broader market 
indices. For the 45 US IPOs priced  
this quarter, the average aftermarket 
performance was 7.4%, versus the  
year-to-date S&P 500 return of -1.6%.1

Looking at Canadian IPOs over the past 
15 months, Canadian names delivered an 
average gain of 21.5% since IPO while the 
S&P/TSX Composite Index traded up 0.1% 
over the same period.1

The result is strong evidence that investors 
are accepting new companies that file 
on either side of the border and is an 
important barometer for the health of the 
IPO markets in general. 
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Canadian Aftermarket Performance to Date  
(IPOs priced January 2017 – Present): 

Source: Bloomberg for all Canadian 2017 and 2018 listed entities with deal value  

> C$10 million (excl. SPACS) as of March 29, 2018

Blockbuster IPOs dominated 
US activity
Many sectors in the US market exhibited 
heavy concentration in Q1, with a few 
names capturing the majority of deal value 
within the sector. For example, in the TMT 
sector, about 90% of total proceeds raised 
was from the IPOs of PagSeguro Digital and 
Dropbox and almost 100% of proceeds 
raised in the Consumer Staples sector 
was from the ADT IPO.1

TMT continues to capture the attention of 
the investor audience with two unicorns 
coming to market: Spotify and Dropbox. 
Spotify, in taking advantage of its already 
broad and diverse investor base, elected to 
file as a direct listing on April 3. Dropbox, 
with the more traditional method of going 
public began trading on March 22.

Dropbox listed on the heels of Zscaler,  
a cyber-security firm that completed its IPO 
on March 16. Zscaler's stock was up 90% 
in the three days subsequent to its IPO, 
even when other technology companies 
were experiencing pull backs after the 
Facebook data privacy controversy.1 
Dropbox itself netted a gain of 35.6% after 
its first day of trading – a testament to the 
markets continued appetite for large cap, 
technology investment opportunities.1
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Canadian cannabis growing south
The quarter marked a key milestone  
in the acceptance of cannabis-focused 
companies by investors in the United 
States. Cronos, a Canadian licensed 
producer with a presence on four 
continents and listed on the TSX-V since 
2014, listed its shares on the Nasdaq with 
trading commencing on February 27 after 
already being listed on the TSX-V since 
2014.3 The dual listing provides Cronos 
with access to a new jurisdiction where 
investors lack opportunities to invest in 
the sector. This had undoubtedly caught 
the attention of other licensed producers 
in Canada, which may start evaluating the 
merits of dual listing.

Signs of life in the E&P sector
With WTI averaging above $60/bbl for 
Q1 of 2018, E&P companies and financial 
sponsors with energy portfolio companies 
are likely monitoring the capital markets 
closely.1 During the quarter, five US energy 
services companies completed IPOs, raising 
total proceeds of US$1.4 billion.1

However, for sentiment and activity 
to pick up in this sector,  investor 
sentiment towards the sector in existing 
public companies must improve and 
conviction must return amongst the  
buy-side community.

Equity market 
backdrop

US equity markets delivered nominal 
gains during Q1 of 2018 while markets 
north of the border fell from their record 
highs to their average point for 2017.1 The 
heightened market volatility was enough 
to net the Canadian and US markets with 
losses of 5.2% and 1.6%, respectively.1 No 
one sector contributed alone to the woes 
of the Canadian market, with the energy, 
telecom and utility sectors driving the 
majority of the pull-back with returns of 
-7.9%, -6.9%, and -6.5% respectively.1

The return to lower volatility will help 
sustain the Canadian IPO markets and 
provide Canadian issuers with confidence 
that the remainder of 2018 will represent 
a strong market environment for bringing 
new companies to market, which we saw 
throughout 2017.
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Final thoughts
Looking forward to the remainder of 2018, 
a strong backlog of potential issuers are 
still looking to access the capital markets 
through IPO. As the dust settles from 
early market volatility and IPO windows 
become more defined, we expect to see a 
higher volume of companies tapping the 
Canadian markets as a source of capital. 
As evidenced by the continued strength 
in aftermarket performance of recent 
Canadian issuances, investors still have an 
appetite for new names. Both institutional 
and individual investors will be looking 
for quality companies that exhibit strong 
growth prospects.
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About us
The Deloitte IPO Advisory group is an 
end-to-end service provider that utilizes a 
comprehensive framework for advising and 
preparing companies for the initial public 
offering and beyond. This can include 
analyzing a company’s strategic 
alternatives, getting “IPO ready”, helping to 
coordinate the overall process and 
providing independent capital markets 
advice throughout the process. 

The group is comprised of a dedicated 
team of professionals from Investment 
Banking, Equity Capital Markets, Private 
Equity, Financial Reporting, Risk, Tax and 
Consulting backgrounds. 

Deloitte’s leading IPO Advisory practice is 
differentiated in the marketplace through 
its dedicated Capital Markets team, 
providing issuers with independent advice 
relating to key IPO success factors 
including: equity story, value, market 
timing, pricing strategy and tactics, 
underwriter selection, fee negotiations, 
roadshow and investor targeting strategy, 
to name a few. 

For more information on our services, 
contact one of our Deloitte IPO advisory 
professionals listed on the contact page.

Endnotes

1 Source: Bloomberg, as of March 29, 2018 

2 Source: Bloomberg & CBOE, as of March 29, 2018

3 Source: Cronos Investor Relations, February 26, 2018

4 Source: FPInfomart, as of March 29, 2018

5 Source: Dealogic for all IPOs priced in Q1 of each year since 2011
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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, 
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