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In 2017, the Australian IPO market continued 
to improve. The year ended with a total of 110 
new IPOs completing on the ASX. This number 
represents a 17% increase over the previous 
year when 94 companies listed on the market. 
It is also a significant improvement on the 
previous five-year average of 83 listings. This 
marked increase demonstrates the good health 
of the market and improved investor sentiment.

There was a significant decrease in total funds 
raised during the year in comparison to 2016. 
In 2017, $4.1 billion was raised which was 46% 
less than the total in 2016 when $7.5 billion was 
raised. This result is primarily attributable to 
the increased number of small cap companies 
listing relative to previous years and therefore 
lower associated capital raisings. 

Total funds raised in 2017 were also 
significantly below the three-year average of 
$6.2 billion, reflecting the past contribution 
of large caps to the market. There has been a 
marked shift in both 2017 and 2016 towards an 
increasing proportion of the IPO market being 
made up of small cap companies. 

The number of new small cap market entrants 
increased significantly again in 2017 with a total 
of 88 companies completing their IPOs. This 
represents a solid increase of 38% over 2016’s 
64 small cap listings and a 68% increase over 
the previous five-year average of 52 listings. 

In terms of funds raised by small caps, the year 
saw a total of $1.1 billion raised (or 28% of the 
total funds raised of $4.1 billion). This compares 
favourably to the total in 2016 of $828.5 million 
(or just 11% of the total 
funds raised in that year). 
Average funds raised 
by small caps remained 
relatively steady at 
$13.0 million in 2017 
compared to $12.6 million 
in the previous year. 
The small cap recovery 
continued making up 
80% of all listings this 
year. This improvement 
is approaching the levels 

that were experienced in 2012 when 93% of all 
listings were small cap companies.

The biggest differentiator in 2017 was the 
absence of large companies listing with market 
capitalisations in excess of $1 billion. This lack 
of activity negatively impacted total funds 
raised when comparing 2017 to previous years 
(2016: $2.4 billion, 2015: $1.3 billion raised by 
these companies).

The smallest market entrants (those with 
a market cap below $10 million) saw 10 
successful listings in 2017 compared to four 
listings in 2016 and only one listing in 2015. 
These very small listings contributed $50.0 
million to the total funds raised, which was 
an increase of 194% on the previous year’s 
result of $17.0 million. These listings were 
largely represented by Materials stocks (seven 
listings). The recovery in the Materials sector 
was not just limited to the smallest market cap 
stocks. Overall, there was an improvement in 
the mining and exploration industries in the 
2017 year.

The Materials sector recorded the most listings 
for the year with 29 listings representing 26% 
of all new IPOs. Interestingly, the Software & 
Services sector, which has been a significant 
contributor of new listings in recent years, 
experienced a decline. In 2017, it dropped 
back to 11 listings from 21 listings in the 
previous year. Other notable sectors last year 
also included the Investments sector with 10 
listings (2016: six listings) and Pharmaceuticals, 
Biotechnology & Life Sciences with seven 
listings (2016: six listings). It is likely the latter 
sector will continue to generate new listings, 
particularly within the medical marijuana area.

Investor sentiment towards the IPO market 
appears reasonably healthy with the number of 
IPOs meeting or exceeding their capital raising 
goals being 79% of all new listings, which is 
comparable with 2016 when 83% of listings 
met their targets. 

In total, new IPOs obtained 94% of the 
total funds being sought of $4.3 billion. This 
compares well next to 2016’s exceptional figure 
of 102%. 

These numbers also support an upward trend 
when measured against 2014 and 2015 years 
in which 67% of companies met or exceeded 
their subscription targets.

Subscription rates within the small cap sector 
have also improved significantly. The smallest 
companies (<$10 million market capitalisation) 
followed up a strong performance last year 
(in which all four met their targets) with nine 
listings (or 90% overall) achieving their targets 
with an average oversubscription of 16% (2016: 
oversubscription of 21%). The $50-$75 million 
market capitalisation companies recorded a 
strong result in 2017 with 130% of the targeted 
funds being raised and all six companies 
meeting their subscription targets. The weakest 
results were within the $75-$100 million 
bracket, only achieving 37% of their targets, a 
result which was significantly hampered by one 
stock which failed to meet a high subscription 
target.

IPOs in 2017 on average experienced strong 
share price performance subsequent to listing. 
New market entrants recorded an average first 
day share price increase of 14% generally and 
15% in the small cap sector. A total of 69 new 
listings, or 63% of all IPOs during 2017, ended 
their first day above their listing price. 

New listings significantly outperformed the 
wider market in 2017 in terms of year-end share 
price gains with an average increase in share 
price of 46% across all new IPOs and 56% 
was achieved within the small cap sector. This 
compares favourably against the ASX 200, 
which recorded a solid increase of 7% overall.

Overview
Materials sector resurgence 
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In recent years, the final quarter of the year has 
experienced a ‘rush-to-market’ phenomenon 
which has resulted in a substantially larger 
number of listings. In 2017, this market 
characteristic was less evident. Although the 
December quarter was still the most active, 
listings were more evenly spread over the 
course of the year.

The first quarter of 2017 performed well 
with 26 companies listing. This was double 
the 2016 result when 13 companies listed. 
Interestingly, all of the new market entrants in 
the first quarter were small caps. This activity 
negatively impacted funds raised, with the first 
quarter raising just 6% of the total for the year. 
The June quarter listings also performed well 
with 31 listings, or 41% of funds raised. 

September was the quietest quarter with 
only 18 (or 16%) companies listing. However, 
due to the prevalence of larger listings during 
this quarter, it comprised 24% of the funds 
raised for the year. This resulted in the highest 
average raising by quarter of $55.0 million. 

 The December quarter was the best 
performing quarter with respect to the number 
of listings, with 35 companies, or 32% of all 
listings. December fell short of June in terms 
of amounts raised per quarter, resulting in an 
average raising of $34.1 million, 58% less than 
June’s result of $53.9 million and 61% behind 
September’s result of $55.0 million. 

IPO activity by quarter
Consistent activity across the year

The IPO market has performed well throughout 2017 in comparison to previous years. The increased number of small 
cap listings is an indication that the market continues to improve. 

Although the 
December quarter 
was still the most 
active, listings were 
more evenly spread 
over the course of 
the year.
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2018 looks set to build on the success of 2017 with the Materials 
sector poised to be a substantial contributor. At the start of the 
year, 37 companies had applied for listing to the ASX, which 
represents an increase of 61% over the same time last year (23 
applications). These new entrants are hoping to raise a total of 
$603 million, a substantial increase over the $207 million sought at 
the same time last year.

Materials and technology stocks make up the bulk of the proposed 
listings with nine and eight listings in each sector respectively. 
Technology stocks comprise 38% of the amounts sought at $227.8 
million due to several large applicants. Materials are generally 
smaller listings with the nine proposed listings seeking only $51.9 
million.

Last year’s largest planned listing, India Fund Limited, appears 
again in this year’s list. Whilst it does not have a planned listing 
date, it is still seeking to raise $50 million.

The largest proposed listing in the pipeline is Third Party 
Technologies Inc. which is seeking $122.9 million. This technology 
company states that it is a “U.S. based fintech company that 
empowers innovative businesses to make the U.S. financial 
markets more accessible through an API platform.”

Overall, the pipeline appears to be relatively healthy. It is reflective 
of improved market conditions and investor sentiment. This is in 
stark comparison to the planned listings at the end of 2015, where 
just seven applications were awaiting listing, hoping to raise $68.5 
million.

The road ahead...
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In both 2016 and 2017 there were notable 
increases in contributions by small cap 
companies to the overall number of listings. 
A total of 80% of all new listings during 2017 
were companies with a market capitalisation 
upon listing of less than $100 million. This 
number is up from 68% in the previous 
year and 56% in 2015. This activity has also 
reversed the trend in 2014 and 2015 of large 
cap companies dominating the market. 

The two most active segments were within 
the $10-$25 million bracket (38 listings) and the 
$25-$50 million bracket (31 listings). 

Large cap companies (>$100m) totalled 22 
listings during the year.

Within the small cap sector, $488.0 million (or 
43%) of the funds raised came from the $25-
$50 million segment. This segment had slightly 
weaker year-end share price gains ending 
the year up 28% compared to the small cap 
average of 56%. The $10-$25 million segment 
contributed 31% of the funds raised ($358.8 
million) with these companies almost doubling 
their share price on average, closing the year 
96% above their listing price.

Unsurprisingly, the large cap companies 
contributed the most to overall funds raised 
with a total of $2.9 billion or 72% of total funds 
raised. In terms of share price performance, 
large caps also performed well ending the 
year at 37% above listing price. They also 
experienced first-day gains of 14% which was 
equal to the average of the total IPO market 
in 2017.

IPOs by market capitalisation
A solid performance by the small cap sector

Largest IPOs Within Small Cap Segment in 2017

Number of Small Cap IPOs by Market Capitalisation

Code Name Industry  Amount Raised 
($m) Market Cap ($m)

URB
URB INVESTMENTS LIMITED Investments 80.1 80.1

MEC
MORPHIC ETHICAL EQUITIES FUND LIMITED Diversified Financials 48.9 48.9

FPC
FAT PROPHETS GLOBAL CONTRARIAN FUND LIMITED Investments 48.5 48.5

MRL
MAYUR RESOURCES LIMITED Materials 42.1 53.5

BYH
BRYAH RESOURCES LIMITED Materials 38.1 38.7

ABR
AMERICAN PACIFIC BORATE & LITHIUM LIMITED Materials 33.6 35.3

VTI
VISIONEERING TECHNOLOGIES, INC. Health Care Equipment & Services 33.3 83.3

NUS
NUSANTARA RESOURCES LIMITED Materials 29.0 41.0

RCW
RIGHTCROWD LIMITED Software & Services 28.1 38.1

IXU
IXUP LIMITED Software & Services 25.0 31.7

N:\Marketing\HLB National\Publications\IPO Watch Report\2018\Graphs V2
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The trend of previous years continued in 2017 
with ongoing diversification of listings across 
industry sectors. A total of 20 different industry 
sectors were represented during 2017. This 
was the same as 2016. Resources stocks 
were dominant throughout the year recording 
32 listings. Of those, there were only three 
Energy listings, reflecting continued difficult 
conditions in that sector.

Software & Services listings reduced 
significantly in number in 2017 with 11 listings, 
down from the 21 listings in 2016. All but 
one listing within the Software & Services 
sector was within the small cap bracket. This 
contrasts with the experience in 2016 when a 
total of five listings were from large caps.

Other listings were well represented across 
the industry sectors. Within the small cap 
segment specifically, Pharmaceuticals, 
Biotechnology & Life Sciences was the only 
other sector to record more than five listings 
with a total of seven new market entrants.

The strong performance from the Materials 
sector was also evident through the total 
amounts raised within the sector contributing 
$310.2 million or 8% of the total raising 

by all companies. In relation to small caps, 
the impact of Materials listings was more 
pronounced with the sector making up 
32% of small cap listings and 27% of small 
cap fundraising. Small cap Materials stocks 
performed well in terms of share price 
performance - they recorded an average 12% 
gain at the end of their first day of trading and 
an average 97% increase over the initial listing 
price.

The Investments and Diversified Financials 
sectors were the largest contributors to the 
total fundraising for the year, generating 15 
listings which raised a total of $1.9 billion. In 
terms of share price performance, Investments 
stocks underperformed compared to the 
overall market with just a 6% share price 
increase over the year.

After the Materials sector, the biggest 
contributors to total small cap funds raised 
were Investment companies ($165.4 million) 
and Software & Services stocks ($135.7 
million). 

The strong 
performance from the 
Materials sector was 
evident through the 
total amounts raised 
within the sector 
contributing 8% of 
the total raising by all 
companies.

Sector analysis
The Materials sector leads new listings

Sector Analysis

Number Amount Raised 
($m) Number Amount Raised 

($m) Number Amount Raised 
($m) Number Amount Raised 

($m)
Automobiles & Components 1 59 2 81 - - 1 31 
Banks - - 1 5 - - 1 5 
Capital Goods 5 79 5 961 4 33 4 42 
Commercial Services & Supplies - - 3 165 - - 2 18 
Commercial & Professional Services 6 520 - - 4 58 - - 
Consumer Services 4 174 3 55 2 25 3 55 
Diversified Financials 5 393 5 336 3 70 3 32 
Energy 3 22 1 30 3 22 1 30 
Food & Staples Retailing 1 8 - - 1 8 - - 
Food, Beverage & Tobacco 5 46 7 1,011 5 46 1 4 
Health Care Equipment & Services 6 360 4 91 4 72 3 29 
Household & Personal Products 2 29 - - 1 4 - - 
Insurance - - 1 15 - - 1 15 
Investments 10 1,476 6 883 4 165 4 175 
Materials 29 310 12 153 28 307 10 66 
Media 1 4 1 188 1 4 - - 
Pharmaceuticals, Biotechnology & Life Sciences 7 72 6 35 7 72 6 35 
Real Estate 1 11 7 2,526 1 11 2 24 
Retailing - - 5 359 - - 2 52 
Semiconductors & Semiconductor Equipment - - 1 10 - - 1 10 
Software & Services 11 161 21 545 10 136 16 152 
Technology Hardware & Equipment 6 66 2 11 6 66 2 11 
Telecommunication Services 2 17 - - 2 17 - - 
Transportation 2 226 - - - - - - 
Utilities 3 55 1 42 2 30 1 42 
Total 110 4,088 94 7,502 88 1,146 64 828 

Industry

All Listings Small Cap Only
2017 2016 2017 2016

October

Cumulative T
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¹ Based on the funds 
target being the midpoint 
of any allotment range 
(some companies do 
not have a range). This 
means actual fundraising 
can exceed “targeted” 
fundraising  
(i.e. oversubscription).

Subscription rates were relatively healthy 
in 2017, with 79% of all IPOs meeting their 
targets. Total funds raised during the year 
were, on average, 94% of their targeted 
subscription amounts. This result is slightly 
less than the position in 2016 when 83% of 
companies met their target and total funds 
raised were 102% of the amount sought. 

The small cap sector contributed strongly to 
overall subscription rates with nine out of ten 
of the smallest IPOs (<$10 million) reaching 
their target. Of all the small cap companies, 
72 of 88 obtained or exceeded their goals. 
The $50-$75 million bracket was the most 

oversubscribed, with 130% of the target funds 
raised. All sectors, other than $75-$100 million 
(just 37%), were above 90% of the funds 
sought being obtained.

As noted above, the poorest performing 
bracket was $75-$100 million. It recorded 
only three listings, two of which were fully 
subscribed or oversubscribed, while the other 
listing fell well-short of its goal.

A total of seven different industry sectors 
overall had all their constituent companies 
meet their subscription targets. Only four 
sectors had a success rate of 50% or less of 
companies meeting their targets. The Materials 

sector performed on average in terms of 
subscriptions with 79% of its entrants meeting 
or exceeding their targets. 

All companies within the Software & Services 
sector achieved their target subscriptions 
which indicates there is still a good level of 
investor support.

Underwritten, or partially-underwritten offers, 
met or exceeded their targets 82% of the 
time which compares to 78% for those offers 
not underwritten. The underwriting of offers 
continues to decrease, with only 25% of offers 
this year when compared to 31% in 2016 and 
44% in 2015.

IPO subscription rates
Small caps listings well supported

116%

98%
91%

130%

37%

99%

0%

20%

40%

60%

80%

100%

120%

140%

0 to 10 10 to 25 75 to 100 100+25 to 50 50 to 75
Market Capitalisation at Listing ($M)

% of Subscription Target Achieved% of Subscription Target Achieved

% of Subscription Target Achieved by Sector

40%

17%
25% 20%

100% 100%

50%
40%

21%

0%

14%

33%

50%

33%

100%

60%

80%

100% 0%

50%
60%

79%
86%

100% 100%

67%

50%

100%

67%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Sh
ar

e 
of

 C
om

pa
ni

es

Target Not Achieved Target Achieved

83% 75%

40%

17%
25% 20%

100% 100%

50%
40%

21%

0%

14%

33%

50%

33%

100%

60%

80%

100% 0%

50%
60%

79%
86%

100% 100%

67%

50%

100%

67%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Sh
ar

e 
of

 C
om

pa
ni

es

Target Not Achieved Target Achieved

83% 75%

40%

17%
25% 20%

100% 100%

50%
40%

21%

0%

14%

33%

50%

33%

100%

60%

80%

100% 0%

50%
60%

79%
86%

100% 100%

67%

50%

100%

67%

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Sh
ar

e 
of

 C
om

pa
ni

es

Target Not Achieved Target Achieved

83% 75%

1



6 hlb.com.au

Share price performance of IPOs exceeded 
the broader market in 2017, continuing the 
upward trend of previous years. Companies 
on average recorded a 46% share price gain 
over their initial listing price by the end of the 
year. In particular, the small cap segment had 
an average increase of 56% compared to the 
initial listing price. The performance in 2017 
by new entrants considerably exceeded the 
overall ASX 200 which appreciated by 7% 
during the year. The 2017 year performed well 
in comparison to 2016, where the new IPOs 
only outperformed the overall market by 9% 
(16% gain over ASX 200 gain of 7%).

Certain industry sectors performed very 
strongly in terms of average year-end 
share price growth over initial listing price. 
Pharmaceuticals, Biotechnology & Life 
Sciences was the best performing industry 
sector experiencing significant average share 
price growth over the year (+188%), while 

Technology, Hardware & Equipment (+167%) 
and Food, Beverage & Tobacco (+109%) were 
also very strong performers. 

Small cap entities also experienced strong 
share price performance on average relative to 
the wider market. Within the small cap space, 
the best performing sectors were as described 
above. However, it should be noted that the 
Materials sector also achieved an average 
share price appreciation of 73%.

New market entrants performed strongly 
overall with key sectors recording substantial 
average gains. Excluding sectors with less 
than three listings, only one industry sector 
recorded year-end losses (Utilities -4%). 

The best performing stock for the year was 
Ardea Resources Limited (ASX:ARL) which 
listed at 20 cents and, after hitting a high of 
$1.99, closed the year at $1.90, representing a 
gain of 850%. 

Similarly, Wattle Health Australia Limited 
(ASX:WHA) and Cann Group Limited 
(ASX:CAN) both recorded gains exceeding 
800%. Overall, 19 new listings closed out the 
year with a share price equal to or exceeding 
double that of their IPO offer price. This 
represents 17% of the IPO market. 

A total of 44 stocks ended 2017 in negative 
territory (2016: 43) and, of these, 25 recorded 
decreases of 25% or more.

In terms of first day performance, a total of 69 
companies recorded first day gains (2016: 56). 
Of these, seven had a first day gain of at least 
100% including Spectur Limited (ASX:SP3, 
+128%), Titomic Limited (ASX:TTT, +125%) 
and De.mem Limited (ASX:DEM, +125%). A 
total of 31 IPOs had poor first days (2016: 25), 
with four listings recording losses of 25% or 
more.

¹ Reflects the overall 
gain from a notional 
investment of $1 in 
each IPO, based on 
the share price at 31 
December 2017.

² Data not presented 
for industry sectors 
with less than three 
IPOs.

Share price performance
IPOs continue to show strong price performance
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Case Study
Golden Mile Resources Ltd
Assembling strong team crucial for successful IPO 

Resources company Golden Mile Resources (ASX: G88) 
successfully listed on 19 June 2017, raising $4.5 million to fund its 
exploration activities.

The Company was formed in 2016 to acquire, explore and develop 
mining assets, and had secured a suite of exploration projects, 
predominantly within the fertile North-eastern Goldfields of Western 
Australia.

G88 was targeting projects that had the potential to evolve rapidly 
from exploration plays into potentially economic mineral deposits, 
primarily in gold, nickel and cobalt.

Tim Putt, Chief Executive Officer of G88, says the company’s    
long-term strategic plan had always included undertaking an IPO.

He explains that by its nature, exploration is a speculative business 
and, particularly with early stage projects such as G88’s portfolio, 
listing provides one of the few avenues to access sufficient capital 
to fund operations. 

“Undertaking a public listing allowed us to access the capital to 
fund the exploration of our project areas in Western Australia,” Mr 
Putt said.

“Although other methods of funding these exploration programs are 
available, an IPO represented the most accessible path of financing, 
given the speculative nature of mineral exploration.”

To help ensure it was well-positioned to undertake an IPO, G88 
focused on building a strong team of advisers that could help it 
manage the process as smoothly and as efficiently as possible.

“The team assembled to pursue the IPO worked very well together 
and assisted each other to expedite the process as quickly and 
efficiently as possible,” Mr Putt said.

“The HLB Mann Judd team, led by Jude Lau, was very 
structured and organised, and made sure we were fulfilling all our 
requirements.

“Working with people who know what needs to happen, and when, 
made the process that much easier.”

Another key element of success in the IPO process was the 
backing received from the lead broker and promoters in the initial 
capital raising. In addition, the support from the top 50 shareholders 
through the initial phases of the exploration process was vital.

“We also found it was important to manage the expectations of 
new investors, who were looking for strong initial success from the 
newly-listed company.

“An important task for us was to put together the asset base to 
support the IPO. This involved acquiring a group of prospective 
mineral exploration properties that would be attractive to the market 
and could be rapidly advanced, thereby producing positive news on 
a regular basis.”

The projects have delivered as hoped, with the gold, nickel and 
cobalt assets delivering outstanding results.

Since listing, G88 has seen its share price increase from an IPO of 
$0.20 to $0.70 (as at the 18th of January 2018).  It has also been 
able to advance projects rapidly by being able to commit more 
capital to its efforts. 

This has resulted in increased work for its drilling contractors and 
assay laboratories, and an increased workload for the staff, which 
has meant the use of additional consultants and contractors to 
handle the additional work load as the company develops, and 
permanent positions are created.

Mr Putt said that companies considering an IPO should make sure 
they assemble an experienced team who can guide them through 
the process, which can be demanding.

“They should also be aware that it is likely to take longer than is 
often anticipated.

“In reality, the path to an IPO in the resources sector is a nine to 
twelve month process if it is to be done properly.

“In addition, it is important for companies to be able to produce 
positive news flow from day one to keep the investors’, and 
markets’, attention. 

“Apart from all the regulatory compliance and technical work on the 
prospectus, it’s vital to hit the ground running, which means using 
some of your existing capital to begin your work program several 
weeks prior to listing and then to maintain that momentum. The 
investors like to see their company busy and being successful,” he 
said.

Raised $4.5 million on listing.

Investigating Accountant

June 2017
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In 2017 the market witnessed a shift in 
confidence in the resources sector (which 
comprises Materials and Energy companies). 
This was primarily evidenced by increasing 
subscription rates over the course of the year. 
Interestingly, although the number of listings 
in each half of the year were similar (15 listings 
in the January and April quarters compared to 
17 listings in the September and December 
quarters), subscription rates further improved 
in the second half of the year. 

Companies which listed in the January and 
April quarters recorded an average subscription 
rate of 94% of the amount sought. In 
comparison, companies that listed in the 
September and December quarters recorded 
subscription rates of 133% and 203%, 
respectively.

The improved sentiment towards resources 
stocks has developed on the back of some 
excellent returns on share prices throughout 
2017, especially from the traditional mining 
states of Western Australia and Queensland. 

Amongst states with more than two IPOs, 
Western Australian resources IPOs were 
the strongest performers averaging first day 
gains of 25% and average price increases at 
the end of the year of 103%. Queensland’s 
performance was not far behind, with an 
average of 19% for first day gains and average 
share prices ending the year up by 91% on 
initial listing price.

 

Victoria also featured in the resources 
listings with five IPOs. However, the average 
performance did not fare well, finishing the 
year in the red by 6%. Overall, it was a very 
positive year for resources IPOs which finished 
the year up 68% on average.

While the number of listings were consistent 
in each quarter, the funds raised were far 
greater in the second half of the year. The 
September quarter recorded $141.9 million 
(or 43%) in fundraising of the year’s total of 
$332.3 million. The December quarter also 
performed well, with $112.1 million raised (or 
34%). 

Resources sector analysis
A tale of two halves

Brad McVeigh

Partner 
Corporate & Audit 
Services

Perth

Amongst states with 
more than two IPOs, 
Western Australian 
resources IPOs were the 
strongest performers 
averaging first day gains 
of 25% and average price 
increases at the end of 
the year of 103%. 
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The September and December quarters also 
recorded the highest first-day gains, with 15% 
and 23% respectively. Although still relatively 
new to the market, the companies that listed 
in the September quarter recorded average 
year-end gains of 40% whilst the December 
quarter achieved 14%. From a shareholder-
return perspective, the June quarter performed 
the best finishing the year with an average 
increase of 146%.

By volume of listings, Western Australia 
recorded 66% of the resources IPOs for the 
year (21 of 32), and raised $205.9 million. 
Whilst Queensland only had three listings, 
these were larger on average and raised a total 
of $58.5 million at an average raising of $19.5 
million. 

Most IPOs were seeking multiple 
commodities. Over half of all new listings 
included Gold projects (53%). Copper also 
appeared in more than a third of resources 
IPOs (34%). Cobalt and Lithium continued 
to perform well on the back of the growing 
demand for batteries, appearing in seven and 
five listings respectively. The rising price of 
oil in the latter half of the year has yet to be 
reflected directly in the IPO market. 

There was one listing each in the key Energy 
stocks – oil, gas and coal.

The analysis shows no direct correlation 
between the sought-after commodity and the 
share price performance, underlining that the 
market supports good projects.

Buoyancy appears to have returned to the 
sector with another nine listings in the pipeline 
for 2018. Strong commodity prices as well as 
the impressive performance of resources IPOs 
throughout 2017 should support what will be 
an active year ahead.  

Disclaimer: The ASX GICS codes in 2017 included 
three IPOs as Material listings which are not directly 
involved in the mining, exploration or oil and gas 
industries. For the purposes of the analysis within the 
IPO Watch Report, these listings have been included 
within their respective sector as opposed to the 
Materials sector.

Resources sector analysis
A tale of two halves

% of Resource IPO Subscription Target Achieved

¹ Based on the funds target 
being the midpoint of any 
allotment range (some 
companies do not have a 
range). This means actual 
fundraising can exceed 
“targeted” fundraising  
(i.e. oversubscription).
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Over half of all new 
listings included 
Gold projects 
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also appeared in 
more than a third 
of resources IPOs 
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The private equity industry in Australia has 
performed strongly in recent years with the 
recovery of the domestic market and low 
interest rates. The Australian Private Equity & 
Venture Capital Association Limited (AVCAL) 
reports $5.8 billion in ‘dry powder’ - capital that 
has been raised but not yet invested  - will be 
deployed into new investments.

Private equity investors typically strive 
to realise the return on their investment, 
usually three to seven years post the original 
investment. The options for exit are normally 
via an IPO, a trade sale, or a secondary buyout 
(being the sale of one company by a private 
equity investor to another private equity 
investor).

According to AVCAL, FY2017 saw private 
equity investments of $3.4 billion. However, 
divestment activity was low, with the majority 
of exits via trade sales.

Lack of private equity-backed IPOs in 2017 

The 2017 calendar year saw few successful 
private equity-backed IPOs. Craveable Brands, 
the company behind Red Rooster and Oporto 
and owned by Archer Capital, pulled its plans 

to list after lack of interest from shareholders. 
The planned IPOs of Zip Industries and 
Accolade Wines were also shelved during the 
year by Quadrant and Champ respectively, with 
a range of market factors cited as reasons.

Despite the lack of IPO activity from private 
equity during 2017, the market saw 110 new 
IPOs completed representing an increase of 
17% over the previous year. We note some 
of this increase can be attributed to increased 
listing activity from the Materials sector, a 
sector which saw little private equity activity 
during the period according to AVCAL.

Performance of private equity-backed IPOs

Historically, private equity-backed IPOs listed 
on the ASX have performed strongly. A study 
by AVCAL and Rothschild Australia found 
that private equity-backed IPOs achieved 
an average return of 24% since 2013, 
outperforming non-private equity-backed IPOs 
which saw average returns of 17%.

The same study also found that almost half of 
all private equity-backed IPOs by number and 
size were from the healthcare and consumer 
discretionary sectors. This is in comparison 
to non-private equity-backed IPOs, of which 
around 50% of IPOs were from the real estate 
and financials sector.

IPO remains an attractive exit

Despite the lack of activity during 2017, an IPO 
will continue to be an attractive exit option 
for private equity. Whilst an exit via a trade 

sale tends to offer private equity firms greater 
speed at which to transact and more certainty 
than an IPO, exits via IPOs offer an opportunity 
for an active market that can enable private 
equity to realise higher returns on investment.

Little IPO activity by private equity in 2017 
However IPOs remain an attractive exit strategy

Simon James

Partner 
Corporate Advisory

Sydney

According to 
AVCAL, FY2017 
saw private equity 
investments of $3.4 
billion. However, 
divestment activity 
was low, with the 
majority of exits 
via trade sales.
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In December 2016, the ASX changed its 
listing rules which reduced the attractiveness 
of completing a reverse takeover (RTO) or 
backdoor listing, being the method by which 
an established business acquires a controlling 
interest in a listed shell company. It was 
anticipated that these changes would have 
a negative impact on the number of RTOs in 
2017. While 2016 set a high-water mark for 
RTOs with 69 companies listing this way, 
the listing rule changes did have an impact, 
resulting in only 28 successful RTOs during 
2017 (59% decrease).

The amount raised through RTOs declined 
just as dramatically, with only $169.8 million 
raised, a decrease of 54% on the 2016 
result of $368.4 million. Importantly, $64.9 
million of this was raised in the first quarter, 
whilst there was still a backlog of RTOs that 
were still eligible under the old listing rules. 
This represents 38% of the funds raised for 
the year, completed through eight RTOs. 
However, this number is stark in comparison 
to the same period last year, where 28 RTOs 
occurred, raising $135.2 million.

One outlier in 2017 was the small uptick 
noted in the December quarter. A total of 
10 RTOs occurred in this quarter, and 34% 
($57.7 million) of the funds raised for the year 
were within the final three months of the 
year. Although there were 10 listings in the 

December quarter, it was still less than 2016’s 
worst performing quarter (12 RTOs in June 
quarter).

One of the interesting themes in RTOs during 
2015-16 was the shift away from Western 
Australian-based resources stocks to Eastern 
states-based technology stocks. Due to the 
resurgence of the resources sector in 2017, 
this trend has not been repeated and there 
were no significant movements across the 
states.

Software & Services recorded a net reduction 
of five listings through RTOs, with Technology 
Hardware & Equipment and Pharmaceuticals, 
Biotechnology & Life Sciences also recording 
a loss of one. 

Energy and Materials stocks were the net 
winners for the year, with gains of four and 
two listings, respectively.

Overall, RTOs performed well on the share 
market. With the exception of Technology 
Hardware & Equipment (25% loss), all sectors 
resulted in gains at the end of the year against 
their price on relisting. 

The Retailing sector only had one RTO which 
recorded a gain of 179%, while Materials 
recorded an average of 118% increase over its 
nine RTOs.

Overview of Reverse Takeovers in 2017 
Marked reduction in RTOs
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In 2017, we witnessed a significant increase in funds raised via 
Initial Coin Offerings (ICOs), with over US$3.7 billion raised globally. 
Closer to home, the first Australian-based ICO took place in 
October 2017, raising $34.0 million by Power Ledger, a blockchain-
enabled solar energy trading platform.

An ICO is an unregulated means of raising funds for a new 
cryptocurrency or other blockchain-based technology venture. 
Funds are raised by selling a digital token or ‘coin’ in exchange 
for other cryptocurrency or fiat currency. The coin represents 
a potential right to some future service or benefit, access to a 
platform, or rights to new cryptocurrency. Importantly, acquiring 
tokens via an ICO does not provide any equity interest or 
ownership in the underlying company or technology. 

This is a major difference to investing in shares or units via an IPO 
or other capital market transaction.

ICOs have attracted the attention of investors and speculators, 
particularly those interested in gaining exposure to disruptive 
technologies and decentralised services. There are currently 
limited volumes of, and applications for, cryptocurrency coins being 
used to settle ecommerce transactions. Therefore, the majority 
of investors in these tokens have been speculating on a rise in 
the coins’ value. This is a high risk strategy given the volatility in 
cryptocurrency values as evidenced by the 53% decline in Bitcoin 
value from USD$19,000 per coin in December 2017 to a low of 
USD$9,000 on 18 January 2018. This had been preceded by over 
1000% growth in Bitcoin value in the prior 12 months.

Whilst the potential for high ROI to early acquirers of a coin may 
appear attractive, traditional forms of equity investing may offer 
investors greater certainty than the nascent ICO model. ICOs 
are not regulated, are susceptible to fraudulent campaigns and 
are highly speculative and volatile investments. Unlike an ICO, 
investing in shares via an IPO offers investors greater legal rights, 
and an economic ownership interest in the underlying business 
assets.

The lure of ICOs and the impact on investors

Nicholas Guest

Partner 
Assurance & 
Corporate Advisory

Sydney
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Over the past three years, there has been a 
greater number of foreign companies (those 
with the majority of their operations based 
overseas) seeking to list on the ASX.  The 
country of origin of these companies has 
varied from Israel, USA, Germany as well as 
the People’s Republic of China. Some of these 
countries have well-established economic 
systems, while others are from the emerging 
markets.  

ASIC has issued reports (Report 521 and 
368) on its review of emerging market 
issuers (EMIs). These reports have identified 
that EMIs exhibit certain attributes which 
conflict with best practises and requirements 
expected of an Australian listed company. 

Future aspiring EMIs, should address the 
following challenges as part of their planned 
listing:

 � Corporate governance processes – there 
is an expectation from investors, regulators 
and other stakeholders that any aspiring 
ASX listed company has proper corporate 
governance processes and procedures 
to dictate how authority is exercised and 
controlled within the company. 

The Board of Directors (the Board) plays 
a fundamental role as gatekeeper to 
ensure transparency and accountability in 
the major financial and business dealings 
of the company. This means directors 
are required to remain active, informed 
and competent in the oversight of the 
company. It is therefore important that 
the Board is comprised of appropriately 
qualified and skilled Board members, with 
relevant Australian industry-based and ASX 
experience. This requirement must not be 
underestimated as both the ASX and ASIC 
have placed significant focus on corporate 
governance processes in recent times.

 � A genuine business connection in 
Australia – several past EMIs have had the 
majority of their business operations and 
assets based overseas. This represents 
a heightened business risk, given the 
lower level of maturity and sophistication 
of the legal and business systems of EMI 

jurisdictions in comparison to Australia. To 
ensure that investors’ interests and overall 
market credibility are not compromised, it 
is critical that the aspiring EMI demonstrate 
a genuine business connection in and/or to 
Australia.

 � An appropriate corporate structure – a 
complex corporate structure designed 
to achieve a favourable tax outcome is 
strongly discouraged, while the use of 
the commonly known variable interest 
structures is now prohibited. Aspiring 
companies need to ensure that the 
appropriate corporate structure is put in 
place.

 � An Australian-based management and 
reporting team – EMIs should avoid 
having geographically scattered Boards and 
operations with limited financial resources 
located outside of Australia. Companies 
are expected to have an adequately staffed 
reporting function to be able to fulfil their 
reporting and disclosure obligations. Failure 
to do so may see the company breaching 
critical reporting requirements. 

 � Proper due diligence process – 
professional advisors (legal, financial & 
underwriters) play an important role in 
advising issuers on appropriate conduct 
during an IPO. Given the increased risks 
associated with EMIs, it is important that 
the Australian-based advisors provide 
effective oversight and apply sufficient 
scepticism of the due diligence work carried 
out by the foreign advisers. 

Australian advisors (akin to playing a 
gatekeeper role) are expected to understand 
the political and cultural environment in 
which the issuer operates, local business 
practices and laws affecting the issuer and 
the issuer’s local expert advisers. Without 
this understanding, it is difficult to effectively 
ensure that the due diligence process 
identifies all material issues and prevents 
misleading disclosure.

Emerging market companies
Issuers take heed before entering the Australian market

Jude Lau

Partner 
Audit & Assurance

Melbourne

 Aspiring companies 
need to ensure that 
the appropriate 
corporate structure 
is put in place.



Recent Transactions
HLB Mann Judd is proud to have assisted
in the following transactions in the past 12 months

The HLB Mann Judd 
Australasian Association 
consists of eight member 
fi rms and two representative 
fi rms across Australia and 
New Zealand. It represents 
a group of specialists 
providing business advice 
and services to a wide range 
of business organisations 
and private clients. 

As members of HLB International, HLB Mann 
Judd fi rms are part of a worldwide network 
of respected accounting fi rms with more 
than 660 offi ces in over 140 countries. We 
are ranked in the top 12 largest accounting 
and business advisory groups worldwide. 
Through this international network we obtain 
the benefi t of HLB’s global experience and 
provide our clients with access to professional 
expertise throughout the world.

HLB Mann Judd fi rms offer a comprehensive 
range of professional services to listed clients 
and companies pursuing an IPO. In addition 
to acting as corporate advisers, investigating 
accountants, and tax and accounting advisers, 
we have extensive experience in assisting 
clients in their preparation for an IPO and in 
evaluating the benefi ts and feasibility of an IPO 
against alternative strategic options.

Our assistance to companies pursuing an IPO 
typically includes:

 � Investigating accountant’s reports on 
historical and forecast fi nancial information

 � Independent expert’s reports

 � Analysis and advice on feasibility and 
alternatives to an IPO

 � Pre-IPO diagnostic review

 � Corporate and structuring advice

 � Financial and taxation due diligence

 � Valuations

 � Company and shareholder tax advice and 
planning

 � Accounting advice.

About HLB Mann Judd
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