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ll: | A Two-Tier IPO Environment

The UK IPO window is beginning to reopen. However, it is not reopening into a balanced or neutral
environment. Instead, global markets are evolving into a distinctly two-tiered structure, shaped by capital
concentration, supply-side pressure, and increasingly selective investor behaviour.

At the top end of the market sits a relatively small group of exceptional assets. These are typically scaled,
differentiated, or category-defining businesses, often aligned with dominant global themes such as artificial
intelligence or frontier technology. Such companies are capable of driving portfolio-level returns and
commanding global investor attention. In practice, they operate in a different capital market altogether: they
are less sensitive to timing and pricing dynamics, and they absorb a disproportionate share of available
capital. Their success is not dependent on the strength of the wider IPO market. Capital will find them.

For the remainder of the market and particularly relevant to our clients in the UK mid-cap segment, the
environment is materially more complex. The reopening of the UK IPO window is coinciding with a significant
backlog of supply, creating a competitive dynamic that did not exist in the early stage of prior cycles. This
pipeline is emerging from multiple sources. Founder- and management-owned businesses are returning

in search of capital to fund expansion and achieve partial liquidity, and private equity portfolios contain a
growing number of assets that have been held beyond their original investment horizons, increasing pressure
to realise value. A glut of UK IPOs was slated for H1 2026, however, geopolitical events and the associated
macroeconomic disruption have delayed a large number of these into H2 or even into 2027. Alongside

these traditional sources of UK IPO activity, we are seeing interest from international mid-cap companies
that struggle to achieve visibility or relevance in US markets dominated by mega-cap IPOs and era-defining
companies, and therefore they are seeking alternative listing venues. A further layer of supply may still come
from assets owned by banks and credit funds, often as a residual effect of COVID-era disruption or more
recent interest rate-driven refinancing challenges.

Against this backdrop, the pool of available capital has not yet expanded. Institutional investors are keen to
see and invest in IPOs, and yet outflows from UK focussed equity funds have been a feature of the market for
a number of years. Recent fund flow data reinforces this dynamic. UK investors added £1.08 billion to equity
funds in April’, ending a prolonged period of outflows. However, this capital was deployed exclusively to US
and US-heavy global passive investment funds, with actively managed, UK-focussed and ESG strategies
continuing to see net withdrawals.

Capital flow trends are likely to be reinforced by the scale of the upcoming US IPO pipeline. SpaceX alone is
reportedly seeking to raise up to $75 billion?, more than the entire primary issuance in the US in 20252, before
considering other potential listings such as OpenAl and Anthropic. This raises, for the first time, a fundamental
question of how global capital markets will absorb such issuance and what the implications will be for capital
availability across other markets. A continuing trend of UK listed companies being taken private has provided
UK market focussed investors with some liquidity, but in the early stages of the cycle, we expect demand from
candidates to exceed the supply of capital and therefore increase investor selectivity — not all IPO candidates
are likely to achieve their targeted valuation and structure in such a competitive market.
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The implication is that, for most UK IPO candidates, the market will be open but highly contested. Strong
businesses will not be successful by default. Instead, they will compete directly against other issuers seeking
capital at the same time. IPO success, therefore, becomes a function not just of being “ready”, but of being
sufficiently compelling to secure allocation ahead of competing options.

In this environment, investors are applying a dual lens to investment decisions. The first is the quality and
defensibility of the underlying business. There is a clear preference for companies that demonstrate a high degree
of embeddedness, whether through regulatory frameworks, integration within customer workflows, participation
in data ecosystems, or reliance on physical infrastructure. These characteristics drive revenue visibility, increase
switching costs, and reduce exposure to disruption, including from Al-driven commaoditisation. In uncertain
markets, such embedded positioning provides a foundation for valuation resilience.

The second lens is the structure and valuation of the IPO itself. Investors are no longer simply supporting
transactions; they are allocating capital with a clear focus on long-term aftermarket performance. This

places greater emphasis on disciplined pricing, a credible pathway to value creation post-listing and strong
alignment between existing shareholders and new investors. Partial sponsor sell-downs, rather than full exits,
are typically viewed more positively, as are management teams with meaningful retained equity. The balance
between primary and secondary capital and the use of proceeds are also scrutinised closely, with a clear
preference for capital being deployed to scale proven strategies rather than fund speculative expansion.
Historically, IPO candidates, on the advice of investment banks keen to secure a mandate, have occasionally
been guilty of overreaching on valuation and deal structure - in such a competitive environment this could
prove fatal to a company’s chances of IPO success.

Founder and Management owned business typically carry many of the structural dynamics that can lead to a
successful IPO, but why should they choose to list? Public Markets can offer many things that will appeal to
Founders and Management Teams - retention of operational control, greater choice of liquidity timing, using
listed paper for acquisition fuel, ability to incentivise the wider employee base, and the increase in public
profile are to name just a few. Founders and Management owned businesses that sell down a minority are
also entering the PLC arena with shared risk and reward alongside new institutional investors which is a key
positive, especially early in the IPO cycle.

Growth remains a critical part of the investment case, but expectations have shifted. Investors are prioritising
growth that is credible, observable and supported by structural demand. This includes expansion driven by
long-term end-market trends, consolidation opportunities in fragmented sectors, and the ability to deepen
relationships with existing customers. By contrast, growth narratives reliant on unproven adjacencies or
future optionality are less likely to resonate in this phase of the cycle.

Sector positioning reinforces these dynamics. Investor demand is likely to concentrate in areas offering a
combination of defensibility, visibility, and alignment with broader structural or policy themes. This includes
regulation-backed service models such as healthcare, compliance, and infrastructure services; technology-
enabled platforms that are deeply embedded within industry workflows rather than reliant on standalone
functionality; asset-backed niche industrial businesses with high barriers to entry; and support services
linked to critical infrastructure. Increasingly, defence and sovereignty-linked capabilities are emerging as

a distinct and important theme, reflecting heightened geopolitical risk, sustained government investment,
and a growing emphasis on domestic control of critical systems and supply chains. However, this does not
preclude the success of consumer-facing businesses. Where these assets are successful, they are likely to
be well structured deals, for example, founder-led models with strong alignment, limited sell-down at IPO,
and a differentiated brand or proposition capable of demonstrating genuine market disruption.
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Taken together, these factors point to an IPO market that is active but not broadly accessible. While a small
number of exceptional global assets will continue to attract capital with relative ease, the UK mid-cap
segment will be characterised by competition, selectivity and supply pressure.

In this context, success will depend on more than business quality. Companies must differentiate clearly
within a crowded pipeline, present a valuation and transaction structure that supports long-term performance
and articulate a compelling case for why they should be selected ahead of competing opportunities.

In a two-tier market, quality is necessary to enter the process but strong positioning and discipline on
valuation and deal structure will be critical to a successful IPO outcome. We see competition for capital
driving an influx of high-quality companies and creating the opportunity for retail and institutional investors
to invest in great businesses that can generate top-tier returns as UK listed companies.
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solutions to their unique problems.
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