
Floating in a timid market 
Companies seeking to go public this year will need to jump through 
more hoops than ever, if they are to succeed in these difficult times 
 
To anyone waking up from a long hibernation and opening the business pages, the end of the world would 
appear to be nigh. Politicians are using the rhetoric of Armageddon as banks collapse and markets tank. 
 
While it is impossible to deny the seriousness of the financial crisis, global capitalism is not over yet. People 
will still buy and sell goods, businesses will continue to invest, and the equity markets will continue to bring together 
those seeking to raise money and those looking to invest in promising companies. Supporting this theory is a 
recent survey from Ernst & Young, which reveals that businesses will still be able to go to market, given the right 
conditions. However, given the straitened circumstances, there are certain boxes that companies seeking to go 
public will need to tick. 
 
Slow road to recovery 
 
For now, the public markets in London and the US are experiencing extreme stagnation. Tom Troubridge leads the 
capital markets practice at PricewaterhouseCoopers (PwC). In his view, we have a way to go before there is light at 
the end of the tunnel. ‘I previously thought the market might reopen in the second quarter of 2009. Although, I think 
we’re now looking at Q4 2009 at the earliest,’ he says. While it is true that the markets have been through a 
traumatic correction in the past few months, London at least is primed for a big 2009. The pipeline of companies 
waiting for a hint of movement to go public is unusually strong. But fear of the unknown is causing stagnation. Bill 
Flind is finance director at BIW, a firm that provides software to the construction industry. The company is 10 years 
old and has been contemplating an IPO (initial public offering) as the next logical step in its development. But for 
Flind, while a public listing remains attractive, current market conditions simply don’t encourage it. ‘We’re nervous 
of proceeding with all this volatility,’ he says. ‘It’s not unreasonable to think you could do an awful lot of work, 
generate a really good appetite for your shares, commence the process and then find something happens the night 
before.’ Flind is also aware, however, that investors are just as nervous as the companies. ‘Before we float the 
business, we want to be sure – and I mean very sure – of our revenues for the next 12-24 months,’ he says. After 
all, in the current market, the last thing businesses want to do is create expectations of the stock and then end up 
disappointing. But despite the prophecies of doom, Flind believes there is money out there seeking a home. ‘There 
are lots of investors – venture capital trust funds, tech investors and so on – which are sitting on a lot of cash that 
they would like to invest,’ he says. ‘But all of them are really twitchy.’ 
 
The private equity angle 
 
Private equity (PE), the industry that last year was in the dock over tax rates, could well prove to be an unlikely 
saviour of the public markets, at least in the medium term. The reason for such optimism is that the private equity 
industry is coming to the end of one of its unofficial cycles. The big PE houses have full portfolios, and they will 
need to begin to exit from some of their investments during 2009. Valuations may not be what they were, but solid, 
well-run businesses will always be attractive to investors. There may well be a flurry of new issues in the second 
half of 2009 as PE starts a new cycle by floating investments on the market. This is especially important given that 
PE-backed businesses tend to outperform others when floating. A Cass Business School report earlier this year 
found private equity investments had on average a 10% better return than rivals. The report found PE-backed IPOs 
made up 22% of the total 1,735 IPOs during the decade, as well as 27% of the total £18.9bn raised. The research, 
carried out by finance professor Mario Levis, found the PE-backed IPOs outperformed the FTSE All-Share Index by 
20%. PE companies will need to extend this winning run to turn over their portfolio. That’s even more pressing 
given the amount of public-to-private deals in the offing. With stock prices lower than ever, more firms are looking 
to de-list and return to the comparative safety of private ownership. PE houses will be waiting to snap these  
potential bargains up – but only if they manage to raise funds by floating their current slate. 
 
Expect tough questions 
 
Barriers to the public market have always existed, but there is no doubt 2009 will see only the most prepared 
companies able to float successfully. On the back of its survey, Ernst & Young is highlighting the need for aspiring 
public companies to behave like their public counterparts long before floating. 
 
‘There are lots of investors which are sitting on a lot of cash that they would 
like to invest. But all of them are really twitchy’.  

Tom Troubridge, capital markets practice, PwC 
 
‘Mainly, it’s about behaving as a public company before you go public and then, as you get closer to the day, 
demonstrating a clear understanding of the right investor relations strategy, which includes a proper roadshow 

 



 

and a firm grasp of all the regulatory requirements,’ says Gil Forer, its global director for cleantech, IPO and 
venture capital initiatives. BIW’s Flind can identify with this. He says he’s been trying to follow public company 
discipline all along. ‘You need the same level of rigour on all your contracts with customers, employees 
and so on – as well as your procedures like staff handbooks, staff welfare and HR policies,’ he says. But ultimately, 
the figures must add up and the management team needs to impress. ‘We simply tell businesses to think about 
whether their financials are in shape,’ says PwC’s Troubridge. ‘[And] do you have the right management team in 
place -– because while it might be right for a private company, there’s a big difference for the IPO team: it will need 
to communicate with external investors, the market and so on.’ For Forer, it comes down to strategy, and whether 
investors have faith in the management to see it through. ‘We saw in the survey that strategic planning was the 
number-one rated item for having the greatest benefit after the IPO,’ he says. ‘So, for example, doing a transaction 
prior to the IPO to execute on the strategy really helps to increase the value of the company.’ Whatever else is true, 
no amount of doom and gloom or market inertia will, ultimately, keep a well-run business with good growth 
prospects from interested investors. But for now, it’s a case of watching and waiting. 
 
Measures that matter 2008 study, Ernst & Young www.ey.com 
Christian Doherty, journalist 
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*GEOGRAPHICAL SPREAD 
Where to list: Emerging markets are taking up the slack as traditional centres of finance all but seize up 

 
WINNERS 
Poland: the continued sell-off of former state owned enterprises in Central and Eastern Europe is keeping IPO 
activity healthy in Poland and many of its neighbours. 
 
Brazil: a favourite among US and European investors seeking a safe haven from domestic travails, Brazil is flavour 
of the month for global IPOs. Improved regulatory environment also helps. 
 
The Gulf states: seen as a safe bet. Still in its early days, but the markets of the UAE are holding off the worst of 
the downturn. 
 
LOSERS 
Australia: the market has suffered more than most during the financial crisis. A PricewaterhouseCoopers report 
recently revealed that 24 IPOs were completed in the year to November, compared with 68 in 2007. 
 
Russia: uncertainty over oil prices and continued political unrest has led many investors to shy away from Moscow 
for the time being. 
 
India: 
The sub-continent’s low-cost booming economy has so far been unaffected by the meltdowns on Wall St and in the 
City of London. Whether that continues remains to be seen. 


