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Increased optimism for 2023 after a subdued year  
for ECM

Institutional investors and companies have faced one of the toughest 
macroeconomic environments in recent memory. Having weathered 
the effects of Brexit and the macroeconomic impact of the covid-19 
pandemic, new challenges have emerged. The fiscal response to the 
pandemic and the Russia-Ukraine war have fuelled higher inflation and a 
serious cost of living crisis for consumers, forcing central banks to respond 
with interest rate hikes.

Against this backdrop, the second half of 2022 was muted for equity 
capital markets (ECM) transactions globally, particularly marked in the 
UK where ECM issuance was less than 50% of the volume recorded in H1. 
Net UK equity fund flows likewise remained under pressure, and Numis’ 
diversified financials research team calculates that 2022 was, in fact, the 
worst performing year for net outflows out of UK equity funds in the  
last decade.

As a result, many UK equity fund managers focused more on redemption 
management and managing their existing holdings than seeking new 
opportunities. Similarly, against the tough macroeconomic backdrop, UK 
corporates were more focused on protecting their trading performance 
than on implementing ambitious growth plans, with clear implications for 
ECM activity levels. 

However, our survey of 200 institutional investors in UK equities offers 
first signs that caution may give way to more optimism in 2023. 61% of 
respondents to the survey report they felt more positive coming into the 
New Year compared with the same period in 2022. 

More than four in five (84%) of respondents say they are willing to meet 
prospective IPO candidates, while 78% of respondents can see themselves 
investing in an IPO in the current environment, if the right opportunity 
presents itself.

1 Dealogic, Jan 2023, includes IPOs
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Encouraging signs despite uncertainty

Q1 is set to be very subdued in both primary equity issuance and 
secondary block trades. More corporates are likely to consider plans for 
equity issuance to fund M&A and organic growth initiatives. We anticipate 
secondary block trades to dominate the ECM landscape in the first 
quarter, given the level of aggregate overhang of private equity/venture 
capital ownership across companies that floated in 2021 and the relative 
lack of sell-downs in 2022.

Deals by type

Analysis of all UK deals H2 2022 with a deal size greater than £40m

Numis currently expects the level of ‘back-footed’ balance sheet-related 
equity issuance to remain relatively low, given that balance sheets across 
UK PLC are generally in a better place than in previous recessions, largely 
attributable to the unprecedented level of post-covid fundraisings.

2 Dealogic, January 2023   
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““2022 saw UK equity issuance hit a 
multi-year low, as companies and 
markets digested the events in 
Ukraine and resultant energy price 
increases, as well as supply chain 
disruptions in China and rapid 
acceleration in both inflation and 
interest rates. In combination, this 
impacted corporate confidence 
to consider expansionary plans, as 
well as reducing investor appetite  
more generally. 

Small and mid-cap indices started 
to rally from October and as we 
entered 2023, we saw upward 
revisions to UK GDP expectations 

and a belief that rate rises will do 
their job at bringing inflation under 
control. All of this has resulted in a 
more conducive backdrop for both 
primary and secondary  
equity issuance. 

Whilst financing markets remain 
quite difficult, there is good 
expectation this will ease from Q2 
onwards, which will further set the 
scene for increased corporate 
activity. At the margin, the more 
stable political environment has 
also helped to make the UK more 
investable for overseas investors.”

Ross Mitchinson, co-CEO



Deals by proceeds

Analysis of all UK deals H2 2022 with a deal size greater than £40m

“In 2023, we expect to see UK PLC boardrooms refocusing their discussions 
around plans for M&A and organic growth initiatives, while H2 should see  
a pick-up in UK IPO activity.”

Jamie Loughborough, Head of ECM

Based on recent conversations Numis has had with investors, willingness 
to support equity fundraisings for existing/non-holdings to support 
balance sheets was mixed.

Some investors are keen to avoid any situation where balance sheet 
risk is a feature, whilst others believe recapitalisations could present 
compelling investment opportunities. However, to secure investor support, 
it is imperative for any balance sheet-related fundraising to be a genuine 
attempt to address specific issues, as opposed to simply acting as a 
stopgap measure.

While most sectors are of course exposed to macroeconomic headwinds, 
many companies in other sectors are likely to enjoy an improvement 
compared with last year.

Indeed, we expect to see an increase in ‘front-footed’ equity issuance from 
UK PLC, as boards consider plans for M&A and organic growth initiatives 
after a period of introspection due to the impact of inflation and stalling 
consumer appetite. A good recent example of this was Beazley’s £347m 
placing in November 2022, which was strongly supported by investors and 
has performed well since. 

Investors generally remain happy to support companies looking to raise 
equity for organic or inorganic growth, provided they can demonstrate a 
track record of good capital allocation. For M&A-related equity issuance, 
valuation is set to be a key focus this year. However, acquisitions will need 
to align well with a company’s strategy, rather than buying purely for 
growth. Capital markets volumes remain at cyclical lows and the timing of 
any meaningful recovery in market activity is uncertain. Nevertheless, we 
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are encouraged by recent market performance, which is contributing to 
improved institutional appetite for primary and secondary offerings.

“For recent secondary block trades, Numis has in each case been able to 
attract new investors, dispelling the notion that UK equity investors are not 
looking at new investments.”

Nick Stockman, Head of Sales 

In summary, there is a feeling of cautious optimism from investors spoken 
to, with early signs that macroeconomic trends may improve as we move 
through 2023. Likewise, there is a general sense that valuations have now 
been rebased to a more sensible level and that attractive investment 
opportunities are emerging in the market. 

Quality first in the IPO market

The UK IPO market should start to re-open this year, especially for quality 
issuers, and we expect activity to pick up from H2 onwards, following 
some positive early momentum in Europe.

Numis expects H1 2023 to remain quiet for UK IPOs, given the preparation 
time required ahead of any formal intention to float. However, we believe 
the market will re-open quickly for quality issuers that can demonstrate 
the right characteristics.

This view was endorsed by fund managers in our survey, 84% of whom 
remain very open to meeting with companies considering an IPO.

The quality bar is undoubtedly significantly higher than in 2021, given the 
performance of that cohort of IPOs and the value that many investors 
believe exists in the market.

Nevertheless, a large proportion of investors remain open to investing  
in an IPO, if the quality of the asset is right and the sellers appreciate that 
an IPO is only the start of a journey.

Survey information
Numis surveyed c.200 institutional investors in UK equities and our sales team held 
over 130 start-of-year ideas meetings with buy-side clients.
Numis commissioned a survey with 80 Board Directors of FTSE 250 companies to 
capture their views on the UK M&A market, and the investment opportunities in the 
sector in January 2023.
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