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Next up: TSB & Zoopla 

After a successful debut by over-50s insurer and holiday provider Saga (SAGA), next up are TSB and 
Zoopla which means more potential billion pound IPOs just around the corner (before end June) as 
companies make the most of strong equity markets. 

With strong appetite for new equity listings in London investors don’t have long to wait for another big 
IPO, joining the ranks of SAGA at £2.1bn and last October’s highly successful £3.3bn public offering of 
Royal Mail (RMG). It is expected that TSB be valued between £1.1-1.5bn (discount, below book value 
of assets) making it a significant transaction for Lloyds Banking Group (LLOY) which is selling a 25% 
stake, and Zoopla around £1bn. 

Importantly, retail investors could again be at the heart of the offerings given the success of the SAGA 
and RMG offers and the government (significant shareholder of LLOY) potentially making the TSB 
transaction retail investor-friendly given its recent LLOY stake sales favouring institutions. 

Outside of participation in the official IPO (buying shares from the company at the official offer price) 
which is often difficult and reserved for institutions, we discuss the alternatives available to the public; 

Grey market 

A grey market is a Spreadbet on the market capitalisation (no. of shares x price) of a company on the 
close of its shares’ first day of trading. Pricing is unofficial and allows speculation on the success of 
a company’s IPO debut and an ‘idea’ of demand for the shares being listed. 

Ahead of an IPO (sometimes well in advance) traders bet long or short whether the shares close 
higher or lower than the official IPO price. The price rises/falls according to the volume and size of 
bets placed. The grey market closes on and bets are settled at the end of the first day of trading. 

Conditional Trading 

Conditional trading takes place for a few days between the official IPO and full LSE listing. Shares can 
be bought during this period and, despite common misconception, held indefinitely thanks to trading 
moving seamlessly from conditional to full trading. Shares are bought and sold in the normal manner 
but trading tends to be limited to big investors (i.e. pension funds, hedge funds). 

Because it involves underlying shares, however, CFD traders benefit from being able to take part 
needing a deposit of only 5-25% of the trade value whilst benefiting from any potential gains (or 
losses) being magnified via the leverage involved.  

Note that should the IPO be cancelled during ‘conditional trading’ (if the share price fell significantly, 
LSE refuses) any trades placed during the period would be null and void (profits, losses, trading costs) 
and reversed from clients’ accounts. The chance is, however, unlikely these days with most IPOs fully 
underwritten by investment banks who take on the risk. 

Our research is produced by Accendo Markets Limited. Research produced and disseminated by Accendo Markets is classified as non-independent 
research, and is therefore a marketing communication. Accendo Markets research has not been prepared in accordance with legal requirements 
designed to promote its independence and may not comply with FCA guidelines to prevent conflicts of interest and is not subject to any prohibition on 
dealing ahead of the dissemination of research. As such, this research does not constitute a personal recommendation or offer to enter into a transaction 
or an investment, and is produced and distributed for information purposes only. Accendo Markets considers information contained within the research to 
be valid when published, and gives no warranty as to the investments referred to in this material. The income from the investments referred to may go 
down as well as up, and investors may realise losses on investments. The past performance of a particular investment is not necessarily a guide to its 
future performance. Prepared by Mike van Dulken, Analyst 
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Recent UK IPOs and Conditional Trading activity 

 
Souce: Companies news, Regulatory announcements, AlphaTerminal, Internet 

 

Above is a list of the UK’s biggest recent IPOs and how they fared when shares were first traded as 
well as their trading ranges during the conditional trading period. In most cases there is an average 
range of 9% which, when CFDs are used, can still offer significant trading opportunities compared to 
physical shares thanks to the leverage involved and the average 5% gain from open to high is not to be 
sneezed at. 

So even if you can’t get on board at the official IPO price in order to benefit from the ‘pop’ on day 1 (like 
Boohoo’s 54.0%, AO World’s 40.6%, Royal Mail’s 36.4%, Foxtons 19.3% or Poundland’s 18.3%; 
average 9.4%) there are still options available to you in terms of trading during the conditional period 
and before the seamless move into full trading. 

Furthermore, following the IPO and before conditional trading begins, Accendo can help mitigate 
some of the risk involved by giving you an idea of an IPOs success together with indications as to 
where the shares will open - above or below the IPO price - helping you to decide whether you still want 
to participate or not. 

 

For some post IPO options, see over 
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Post-IPO Options - how can Accendo help? 

1. If you are disappointed with your IPO allocation (not enough, like RMG’s £750 or Saga’s 
£740) and still see potential for the price to rise, you could Buy shares. To save on costs and 
capital outlay CFDs are an alternative trading option with no stamp duty and typically only a 5-
10% deposit required. 

Do you see growth warranting a long position? Or do you simply see enough demand from 
investors who missed out on the IPO pushing the price higher? Will its inclusion in a major 
index (e.g. FTSE100/250) be a driver? Could any implied dividend yield attract and can growth 
lead to improved cash conversion and pay-out? 

2. If you missed out on a quick IPO profit and believe the hype surrounding the IPO is too much 
and the shares are overvalued fundamentally, following the IPO you could use CFDs to short-
sell shares allowing you to profit from a decline in share price in a cost effective manner. 

Some tech names like King Digital Entertainment (KING US) have had a rough start to IPO life. 
Others including AO World (AO/), boohoo.com (BOO) and Pets at Home (PETS) started well 
but have faltered amid the tech sell-off. Poundland (PLND) has done OK. Facebook (FB) and 
LinkedIn (LNKD) are good examples of bad starts then recovery. Foxtons (FOXT), Royal Mail 
(RMG) and Merlin Entertainments (MER) have done rather well. How will the next fare? 

Recent listings – Plenty of volatility 

2014: Saga (SAGA; 23 May) opened right at its IPO price. Card Factory (CARD; 14 May) shares 
opened 2% below their IPO price, and now sit 10% lower. Polypipe (PLP; 11 Apr) saw its shares rise 
6% from its official IPO price, valuing it at £500m. JustEast (JE.; 2 Apr) the biggest UK listing this year 
opened 9.5% above its IPO price to give it a record 2014 official London listing valuation of £1.5bn. 

Pets at Home (PETS; 12 Mar) began trading around its official IPO price, valuing it at £1.2bn while 
Poundland (PLND; 12 Mar) jumped 23% from its IPO price to be valued at £750m. Boohoo.com 
(BOO; 13 Mar) saw an impressive 60% jump on its first day trading to value it at £560m while it was a 
similar story for AO World (AO; 25 Feb) which saw its shares pop 45% making it worth £1.6bn. 

2013: Royal Mail’s (RMG; 13 Oct) £3.3bn IPO saw such retail demand (10x what was offered) that 
shares opened 36% higher on day one and went on to with further 40% gains by early 2014 on 
continued interest from those who missed out still seeing upside. Foxtons (FOXT; 20 Sept) shares 
started trading 16% above their IPO price in response to a resurgent UK property market. Merlin 
Entertainments (MER; 7 Nov) rose 9.5% on its £3.5bn debut. 

In the US, hotel operator Hilton Worldwide (HLT; 12 Dec) made a big splash with a return to market 
valued at $20bn. Shares opened 6.5% higher than the IPO price and have been stable since. Social 
network name Twitter (TWTR; 7 Nov) opened 73% higher on its first day in the US, securing a $30bn 
valuation. After a breather the shares even had a second wind. They have been hindered by weakness 
since but approaching historic lows they are attracting renewed interest. 

Note: Past IPO performance is no guarantee of future performance and both pre and post IPO 
trading could differ wildly to that of recent market admissions. The recent sell-off in many tech names 
and fresh IPOs is a case in point, with many shares trading below their first day trading price, even if still 
above their official IPO price thanks to strong debuts.  
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Pricing  

IPO pricing tends to start in a range which is revised up/down depending on demand from institutions 
and then narrowed towards an upper/lower range as time goes on. Along with the number of shares 
offered for sale, this provides an approximate indication of market value for the company. 

Retail investors often have access to a portion of shares but often not quite as much as they might like, 
with the majority tending to go to long-term institutions such as pension funds, insurers and hedge 
funds which can guarantee more stability. Royal Mail (RMG) and Saga (SAGA) were exceptions with 
small investors favoured and TSB could follow suit, but there is no guarantee. 

Part of the service at Accendo Markets is to deliver breaking news on any dates which are released as 
well as any changes to pricing associated with these IPOs. We are also here to make sure you are 
aware of the other ways you can take part in IPOs without having to buy physical shares. 

IPO Timetable  

Shares listing in the UK traditionally start trading conditionally from Fri through to Tues after which 
they gain full market listing and trade unconditionally from Weds. The raft of recent, often last-minute 
IPOs, however, have taught us that this traditional schedule is now very much subject to change. 
Stocks listing on AIM do not have conditional trading. 

IPO Parameters 

IPO shares tend to require CFD margins of just 10-20%. Short positions are not possible during 
conditional trading on account of shares being unborrowable but usually become shortable when 
trading goes unconditional. Guaranteed stops are usually unavailable until trading goes unconditional. 

IPO Risks 

As always IPOs come with risks such as deteriorating economic conditions which could impact 
business levels with a knock on to both financial (revenues, profits) and share price performance. 
Extreme events as well as failure to execute strategy successfully may also reduce growth potential.  

Want to know more? 

Big IPOs tend to be heavily traded by investors & traders, making them important from both a market 
point of view as well as potentially representing a cornerstone of many a portfolio. If you want to trade 
or invest in upcoming UK IPOs, Accendo Markets is here to help keep you in the loop.  

If something major is announced when will you find out? That day? The next? The benefits of working 
with Accendo Markets is getting a call from your trader in-time and on-time, not just sometime.  

We’re here to make sure you are in a position to participate in the UK’s biggest IPOs in the most cost 
effective manner, this sitting alongside our award-winning trading and research service focused on the 
markets and which set us apart from the competition.  

To find out what makes Accendo Markets stand out from the rest....... 
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The Accendo approach – what’s different? 

At Accendo Markets we don’t tell you what to do. It’s your call whether you buy or sell. Our aim is to 
provide the help you need, highlighting opportunities which may be profitable to you the trader and 
assist you in making trading decisions which can benefit from the use of leveraged instruments. 

Our approach focuses on 3 elements below; 

 Education - not obligation 
 Observations - not recommendations 
 Assistance - not persistence 

Our unique and award-winning service provides you with the help and tools you need to make 
appropriate trading decisions in the financial markets, both to grow and protect your capital. 

CFDs – A simple way to increase IPO profit potential 

While traditional shares require the full amount be paid up front (e.g. 5,000 shares at 200p, would 
require the full £10,000 outlay), an identical trade using CFDs involves an initial outlay of just £500-
£2,500 (CFDs typically require 5-25% deposits depending on liquidity). The outlay is lower but the risk 
and reward are the same as if £10,000 of shares were held. 

The CFD trader benefits/suffers to the same extent as the shareholder but has the advantage of not 
having to part with the full amount at the outset. He also saves on stamp duty as there is no physical 
share purchase. Best of all, the CFD trader can take a positive or negative view (short-selling available 
when full trading begins after an IPO; not available during conditional trading). 

Should you not be interested in the leverage advantage of CFDs but do wish to purchase traditional 
shares, you can always treat CFDs like shares and reduce costs by avoiding stamp duty). Simply 
deposit the full value of the share position you would like to take (i.e. £10,000) and take an equivalent 
CFD position (note overnight financing costs on full exposure still apply). 

Think the shares will rise? Take a long position by buying the CFDs. Think the shares will fall? Take a 
short position by selling the CFDs (only after IPO). For a more detailed rundown of CFDs, their 
mechanics, associated costs and some trading scenarios click here. 

Beware that the combination of CFD leverage and bigger share-price movements (volatility) can result 
in bigger than expected losses, which can even exceed your original deposit. 

------------------------------------------------------------------------ 
For any questions on how to trade IPOs via CFDs or shares,  

including ways in which your risk can be managed, 
call us to discuss on 0203 051 7461 

---------------------------------------------------------------------- 
Open a Demo account  CLICK DEMO 

Subscribe to a Free Research trial  CLICK RESEARCH 
Apply for a Live Account  CLICK ACCOUNT 
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