
Is the Indian market starting to 
fulfil its potential? 

In 2017–18, 335 IPOs raised US$17.4bn, much more than 
in the prior five years. This is due to several factors. Political 
stability under Narendra Modi’s government and a positive 
economic outlook resulted in a number of large Indian 
IPOs coming to market in recent years, most notably in the 
insurance sector. Positive changes to the Indian capital 
market regulations further contributed to IPO momentum.

India is expected to continue generating healthy levels of 
IPO activity as a result of its positive economic outlook and 
deepening domestic liquidity. The uncertainty surrounding 
this year’s general elections, along with wider geopolitical 
factors, however, have the potential to dampen investors’ 
appetites for Indian stocks.

“The long-term prospects are very strong,” says Vikram 
Limaye, Managing Director and CEO of the National Stock 
Exchange of India, “with good demographics, increasing 
living standards and strong GDP growth.” He points 
out, “Over the past couple of quarters, macroeconomic 
indicators have weakened, but underlying earnings growth 
has strengthened,” which has allowed the Indian economy 
to stay resilient against the global economy headwinds.

The converse has applied to the DM exchanges, with significant 
decreases. Some 38% would consider NYSE for a non-domestic 
listing now versus 74% in 2011. Similarly, London has fallen from 
72% to 34%. Tokyo is now referenced by only 2% of respondents, 
down from 12% in 2011. 

This clearly represents increasing recognition that EM exchanges 
are growing and maturing to meet the needs of a wider 
population of issuers and investors. “Twenty-five-plus years ago, 
there were really only five options: London, New York, Tokyo, 
Frankfurt and Hong Kong, for large international listings,” says 
David Erickson, senior fellow in finance at the Wharton School 
at the University of Pennsylvania. “That’s clearly changed and, 
with the rise of technology and reduction on restrictions, if the 
access to capital is available locally, companies more often look 
to list locally. It’s simpler.”
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Looking to 2030 
In 2011, as global markets were recovering from the 2008–09 
financial crisis, globalisation was still viewed positively by both 
governments and their populations, and, despite concerns with 
respect to European and US growth, risks in emerging and 
developing economies were seen as less severe. Now, however, 
with populism and nationalism on the rise around the world, 
many of the fundamentals of globalisation are being challenged. 

Our survey confirms the growing importance of EMs in terms of 
countries expected to dominate issuance by 2030 (see Figure 5). 
In 2011 we noted, “Companies from the East are expected to 
dominate the IPO pipeline by 2025. China was predicted by 
around 80% of respondents to be the home of most new issuers 
by 2025. India came second in terms of issuers, but third in 
terms of capital.” Today, China and India continue to lead, 
although their expected importance has diminished 
substantially, which may be attributable to greater recognition of 

As the US looks to exit or modify trade and other international 
agreements and Europe focuses on its own internal tensions 
and managing the effects of Brexit, there may be more scope for 
EM economies to increase their economic and political influence 
on the global stage. Notably, China has been extending its 
influence through the Belt and Road Initiative.

In the context of capital markets, domestic growth prospects 
and their stage of maturity will underpin the relative 
advancement of EM exchanges. 

political realities and constraints in those two key markets, as 
well as, possibly, increased investor interest in the broader 
region. As noted by the HKEX’s Mr Fok, “we need to look at the 
development of the economies around Asia. There are 
significant opportunities for companies in the Southeast Asian 
time zone; as a block, Southeast Asia is a large growth market.”

This relative diminution of China and India becomes more 
pronounced when it comes to respondents’ views on which 
exchanges will be considered by companies beyond a local 
listing by 2030 (see Figure 6). 

Figure 5: From which countries will most issuers originate in 2030? 
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Source: The Economist Intelligence Unit
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There has been a significant reordering in how respondents 
think about future cross-border issuance. In 2011, respondents 
predicted that the Shanghai market would be the leading 
exchange globally by 2025, and India and Brazil would follow 
in third and fourth places. Our current survey places these 
markets in sixth, fifth and 11th place, respectively. 

New York maintains its lead, and the Nasdaq has increased 
in popularity from 18% to 26%, perhaps as a reflection of 
technology sector dominance. Shanghai’s popularity, on the 
other hand, has fallen from 55% to 21%, and India has also 
become less attractive despite its strong levels of activity over 
the past couple of years. London remains a top IPO destination 
despite the uncertainty that surrounds Brexit; investors do 
not think that IPOs will dramatically shift to Euronext or the 
Deutsche Börse. 

Still heading East?

In 2011, respondents believed that not only would there be a 
rapid increase in the relative scale of the EM exchanges through 
local listings, but such exchanges would be increasingly 
attractive as listing destinations for non-domestic companies 
because of their investor base and local market opportunities. 
This has not happened, however, and now only about a third of 
respondents think that there would be a substantial shift in DM 
companies looking to EM exchanges for their IPOs in 2030. 

Mr Erickson believes that the reasons DM companies are 
pulling back from pursuing EM listings are relatively mundane: 
“European companies such as Prada and L’Occitane in the past 
have listed primarily on the Hong Kong market for strategic 
reasons in order to raise their profile in the region, as Asia was 
their largest growth market. That’s much less the case these 
days, and companies make the decision more on where they 
are based and can be included in local indices and where 
the best valuation is to be had.” Equally, the establishment 
of trading mechanisms such as the Shanghai–London Stock 
Connect provides an opportunity to raise companies’ profile in 
China and throughout Asia without the commitment and cost of 
a full listing.

Although cross-border IPOs can be expected to play a more 
limited role in the growth of EM exchanges, other forms of 
access to these markets are being actively developed.

Figure 6: Which of the following exchanges do you think issuers will consider (beyond their home exchange) in 
2030 when planning an IPO?
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The long march

Certain events and interventions may have slowed China’s 
market growth. As noted by Mr Erickson, restrictions on 
IPOs in the Chinese mainland markets designed to control 
volatility in 2015, as well as large Chinese companies such 
as Alibaba choosing to list in the US, “potentially explain why 
the capitalisation gap between Chinese and US markets has 
widened.” This, in turn, could be colouring expectations. 

The speed of change in China has been slower than expected, 
as Hong Kong–based investment banking expert and author 
of IPO: A Global Guide Philippe Espinasse notes. “Many 
announcements are made on a regular basis by the regulators, 
but many initiatives also fail to see the light of day, or get 
shelved for one reason or another,” he says. “To all intents 
and purposes, and except for a small quantum of institutions 
and the limited Connect schemes, the mainland’s markets 
still remain closed to international investors and, I believe, will 
continue to be so for a number of years.”

Nevertheless, China’s fundamentals are supportive. As Mr 
Erickson says, “There’s a lot of individual wealth: a population 
of 1.4bn people, and ten years ago they couldn’t even buy an 
equity mutual fund, as they didn’t yet exist in China. With 300m 
domestic retail accounts investing in Chinese stocks, the pot of 
retail money is huge.” And, although international institutional 
money may have been deterred by the volatility and the lack of 
regulatory progress, the phased inclusion of A-shares in MSCI 
indices and the recent launching of the Shanghai–London Stock 
Connect indicate a Chinese market that is increasingly open.

Craig Coben, Global Head of Equity Capital Markets, Bank of 
America Merrill Lynch, believes it’s too early to tell. He thinks 
that the Shanghai Connect may see significantly more capital 
flows between Shanghai and London, but that this is a long-
term, not short-term, project. 

300m
of domestic retail accounts  
invest in Chinese stocks.
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What drives the choice of exchange?

Investors are looking for three things: 
sustainable growth above the level 
of GDP; strong cash generation; and 
robust margins, resilient in the face of 
competition.

Craig Coben

Global Head of Equity Capital Markets 
Bank of America Merrill Lynch

What do companies look for when choosing 
an exchange? What deters them? Figures 7 
and 8 list some factors.

Priorities have moved slightly since 2011. Liquidity remains a 
constant and dominant factor and respondents are increasingly 
focused on valuations, the costs of listing and peer group 
performance. As the world has become more digitally connected, 
the stock market ecosystem (including analyst coverage) and 
size of investor base are now, however, considered less important.

Valuations were the second most important factor for respondents. 
Nikhil Rathi, Chief Executive of the London Stock Exchange, 
however, doesn’t see this as a defining factor. “Any company at 
IPO time will be worried about valuations. They worry about 
whether they will be valued too low and, conversely, investors 
will always worry that they pay too much. I don’t think we’re 
seeing a particular shift in the market because of where 
participants believe we are in the cycle. Good companies in 
attractive sectors will always be able to attract long-term capital.”

Figure 7: What are the most important factors when choosing a stock exchange/market for an IPO?
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What is holding back 
EM exchanges? 
The world has changed considerably for survey respondents 
since 2011. Back then, respondents were most worried by an 
uncertain regulatory environment (cited by 56%) and political 
uncertainty (33%). Now the biggest deterrents are lack of 
liquidity (33%) and currency volatility (29%). An uncertain 
regulatory environment/corporate governance regime is cited by 
only 25%. What is clear is that liquidity remains the main factor 
for issuers deciding on where to list (see Figure 8). 

Figure 8: What are the main concerns with listing on an emerging market stock exchange?

Corporate governance tightens up 

When it comes to concerns about corporate governance, EMs 
are increasingly paying attention. Vikram Limaye, Managing 
Director and CEO of the National Stock Exchange of India, says 
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as we speak.” He says there is an increasing awareness that 
corporate governance lapses “will not be taken lightly,” but 
concedes “we still have a long way to go.”

More generally, says Mr Espinasse, governance in the more 
established EMs, such as Hong Kong, Singapore, Malaysia, 
South Korea and Taiwan, “is actually pretty much on par with 
that in major markets in the US or Europe nowadays.” The main 
difference is that investors in EM cannot initiate class action 
lawsuits, unlike in the US, “so the ‘bite’ and consequences of 
poor governance for issuers in emerging markets are not as 
significant,” although he says “this is slowly changing.”

Mr Coben places such concerns in the context of the broader 
market environment. He says, “Emerging markets have sold 
off, driven by rising US rates and a rising dollar. There seems 
no reason to believe that governance has declined in emerging 
markets — quite the reverse, if anything — but concerns over 
EM governance become amplified when the overall EM thesis 
comes under pressure in environments such as this.” 
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Geopolitical risk remains a drag

For Hassan El-Khatib, Managing Director of Equity at the 
European Bank for Reconstruction and Development, 
“Geopolitical concerns are definitely top of the list.” The 
growth of nationalism in many countries in Eastern Europe is 
an example, “and we are trying to warn governments of the 
dangers of this,” he says. “Poland has the opportunity to be a 
regional hub that could capture the ten to 12 countries around it 
with the appropriate framework, but you need a regulatory and 
legal system that is conducive to this.” 

Although geopolitical risks are endemic, risk perception differs 
between EMs and DMs; market participants expect a rougher 
ride in the former when turbulence hits. “Investors are looking 
for IPOs made of bricks, not straw, so when the big bad wolf 
comes knocking — be it in the form of trade wars, volatility 
or whatever — the investment can withstand it,” says Mr 
Coben. The view is that, considering historical experience, DM 
exchanges are more resilient. 

There are a number of geopolitical risks that may, at least 
in the short term, override the positive developments and 
fundamentals, with disproportionate effects on emerging 
economies. One key risk in The Economist Intelligence Unit’s 
view is the US–China trade war morphing into a global trade 
war. Another key risk is cyberattacks. These could transcend 
borders and cripple large parts of global supply chains, 
disrupting global trade.

Mr Rathi at the LSE takes a relatively sanguine approach to 
geopolitical risk. “Markets are accustomed to evaluating all sorts of 
risk, whether geopolitical, financial or — increasingly — climate. 
Investors are very good at pricing in these risks,” he says.  
While global trade challenges may affect such matters as equity 
performance and profitability, London had more than 110 IPOs 
and new listings in 2018. Mr Rathi believes “investors continue 
to see through geopolitical complexity to company fundamentals.”

DM advantages

When asked about whether stock markets in DMs have 
advantages that will be difficult for EM exchanges to overcome 
in the near future, respondents’ view has changed: in 2011, 
only 18% of respondents felt this to be the case, whereas today 
nearly 53% agree. 

This links back to the overarching focus on liquidity. Most 
EM exchanges still don’t have the liquidity to rival their DM 
counterparts. Larger companies in many EMs need to be 
able to tap into deep pools of capital not yet available in their 
home markets. “Turkey is a good example,” Mr El-Khatib says. 
“There are some fantastic Turkish companies, many of which 
are exporting the majority of their output, despite the turmoil. 
Indeed, the lira’s weakness helps them. But the country’s overall 
situation does not, and they are often looking to list in a market 
with more liquidity and stability, and fewer drawbacks,” he 
explains. 

Certain DM exchanges have very specific advantages. As noted 
by Mr Erickson, “The US represents the largest pool of growth 
investors, so is still the strongest pull for tech companies, 
Alibaba being an example.” Mr Espinasse agrees that although 
a domestic listing will be the rule for most, the exception is 
technology companies, “a number of which will often consider 
listing in the US, with a view to achieving higher valuations as 
a result of US investors’ familiarity with the industry.” He also 
singles out resources companies, which “often tend to list in 
London, Toronto or Sydney, essentially for the same reasons.”

The US’s domination may, however, be challenged. According 
to Mr Limaye, a decade ago Indian tech companies would 
have naturally listed offshore, whereas now they are actively 
considering a domestic listing, supported by the strong growth 
of the domestic asset management industry.

Nevertheless, it looks like DM exchanges’ reputation for 
stability in the face of adversity has been upheld. As noted 
by the LSE’s Mr Rathi, “Over the recent period, we have seen 
significant geopolitical events, such as the Brexit vote and the 
US presidential election. Throughout this period, liquidity and 
activity have been strong, and investors have been able to get 
in and out of stocks at prices acceptable to them.” 

Markets are accustomed to evaluating 
all sorts of risk, whether geopolitical, 
financial or — increasingly — climate. 
Investors are very good at pricing in 
these risks.

Nikhil Rathi

CEO, London Stock Exchange
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Are public equity markets under threat?

Consistent with the finding that the cost of listing is now seen as 
a more important factor when deciding on the listing destination, 
the cost of going and being public has also become a more 
pressing concern, with 36% of respondents citing it as a cause 
for public equity markets to decline in popularity (see Figure 9).

“The cost of regulation is a factor, no question,” says Mr 
Erickson; however, this “gets bundled up with the other issues 
when a company decides whether to list or not.”

Mr Espinasse thinks that the cost should be a minor 
consideration when choosing a listing venue on the part of an 
issuer. He says, “Listing is never a cheap exercise, but more 
important in my view is the aftermarket share price performance 
and liquidity benefits that can be derived from such listing.” Mr 
Coben also finds the negative effects of cost of regulation “a bit 
overstated.” He says that he has never heard of anyone saying 
that they are not listed because of this. For him, the standards of 
disclosure are probably more important. 

Listing costs are substantially similar in Asia and Europe. In the 
US, underwriting fees tend to be significantly higher — in some 
cases, double the percentage of proceeds one would pay in 
London or Hong Kong. The US aftermarket costs of compliance 
and governance also tend to be higher. Mr Espinasse considers 
this to be logical because, he says, “an issuer statistically stands 
a higher chance of getting sued there than in other jurisdictions.” 

The LSE’s Mr Rathi says that although there is a cost of 
changing regulation, this doesn’t mean costs over the long term 
will rise. He cites the Shanghai–London Stock Connect, which 
should make it easier for companies and investors on both sides 
to raise capital and invest. “Likewise, technology is making 
documentation easier and faster,” he says. 

Mr Erickson argues that the unwieldy nature of the whole listing 
process is much more of an issue. He says, “In the US, it hasn’t 
fundamentally changed from where it was when I started in 
the industry 25-plus years ago.” Capital raising remains overly 
complicated and is therefore driving companies towards “more 
efficient” private capital markets, which have “effectively 
disintermediated the IPO market.” 

Regulators need to strike a balance between protecting investor 
confidence and stimulating market developments. 

Figure 9: What may cause public equity markets to decline in popularity? 
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Private markets: To rival or to complement?
Figure 10: Which private financing options do you think are the most attractive? 

Since 2011, emerging concepts and funding alternatives have 
started changing the face of the global financial markets. Over 75% 
of our respondents see that companies in both DMs and EMs now 
have more choices of both public and private financing routes. 

Private equity (PE) and venture capital (VC) have grown 
substantially in the past decade as more accessible and scalable 
PE markets have developed in a period of relatively cheap debt. 
More than half of our survey respondents cite PE as an attractive 
option (see Figure 10). 

PE remains largely a DM phenomenon, with the two largest 
markets being the US and Europe. 

Javier Martinez-Piqueras, Global Head of Equity Capital Markets 
at UBS, sees PE as having “refocused on its core ‘venture 
capital’ mission and abandoned the pre-2008 LBO excesses,” 
making the role of local expertise increasingly important. He 
says, “I would therefore not be surprised if we see an increasing 
decentralisation and specialisation of PE firms, and EM 
economies are probably positioned to benefit disproportionately 
from this trend, given their lower starting point.”

“There’s a huge gap between the level of PE penetration in our 
region compared with Western Europe and the US,” says Mr 
El-Khatib. He says that PE works in a fashion complementary to 
public markets and is proving to be a major source of listing as the 
PE houses exit, giving the examples of Hungarian road transport 
firm Waberer’s, the Profi supermarket chain in Romania and the 
recent IPO of Play, Poland’s second-largest mobile operator.

PE is seen as a complement to public equity, rather than simply 
as a rival, in India as well. “PE companies have been investing 
large amounts of capital over the past several years, and many 
are now looking for exits,” says Mr Limaye. PE firms in India  
tend to have minority holdings of about 20 to 30%, on average. 
“This is expected to result in a large number of IPO exits over the 
next few years,” he adds.

Some see inherent advantages in PE, however, that give it an 
edge over public markets. “Companies don’t need to go public 
so much these days to raise capital,” says Mr Erickson, citing 
the US$1.7tn of dry powder that the PE industry can draw on. 
China’s Ant Financial is an example of a company that has been 
rumoured to be going public for the past year and that has raised 
US$14bn from PE investors. 

“Talking to partners at VC and PE firms — why would they IPO a 
company if they can sell for a similar price to another PE firm or 
corporate buyer?” asks Mr Erickson. He says, “They don’t have 
to worry about not maximising price in the IPO and the lockup 
restrictions they will have on potential sales. And they don’t have 
to worry about the quarterly reporting and other regulatory issues.”
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Although 50% of respondents believe a public listing is 
becoming a less important source of funding globally, about 
70% of survey respondents think it would be advantageous for 
successful companies to go public at some point in their life 
cycle. This is in line with Mr Fok’s observation that the availability 
of capital in private markets means companies are listing at later 
stages, are larger and more sophisticated, and so will choose 
one of the leading exchanges. 

Ultimately, therefore, rather than simply being seen as rivals to 
public equity markets, companies increasingly consider private 
markets to be complementary sources of capital that they can 
tap into when appropriate, drawing on the ever-growing universe 
of private financing options.

It’s clear that what has changed in recent years is the stage 
at which companies seek to list, being financed for longer by 
private markets. As the growth of private capital continues, its 
influence on the level and timing of public company listings 
will also increase across the globe, according to the cycles of 
fundraising and exits.

“There is a blurring of boundaries in how companies raise capital: 
crowdfunding, private equity and sovereign wealth funds,” 
according to Mr Rathi. As he says, “A company can initially 
capitalise through crowdfunding and then go on to list on a 
public market. The latter gives it the advantages of regulatory 
protection, transparency and a global equity base, which spreads 
the equity risk.”

Public markets of tomorrow

In PwC’s view, thriving public markets play a vital role in 
the health of economies, in both the DM and EM world. 

In addition to the natural evolution of domestic capital 
markets in developing economies, reflecting deeper 
capacity, better infrastructure and underlying GDP trends, 
the future growth of public equity markets, in our view, 
will be affected by a range of other factors, including the 
following:

•	 PE: as the scale of PE continues to grow, public markets 
will provide an important exit route for owners, on both 
domestic and leading international exchanges. 

•	 Technology: the technology sector will continue 
generating significant levels of activity in public markets, 
intensifying competition between exchanges — both 
international and domestic — to attract the ‘unicorns’ 
and other prize issuers. 
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•	 Privatisations: it is apparent that public markets 
provide a well-established avenue for privatisations. 
As developing economies continue to open up, more 
privatisations can be anticipated via an initial public 
offering route across the globe — particularly in Central 
Asia, Central and Eastern Europe, the Middle East, 
Southeast Asia, and parts of Africa.

•	 International entrepreneurs: as EM economies mature, 
entrepreneurs will continue seeking exits to raise capital 
for business expansion, as well as, at times, hedging 
political risks through a listing on an international 
exchange. 

•	 Deals: as EMs and their exchanges become more 
sophisticated, more equity capital market transactions 
will arise as a result of public companies’ mergers and 
acquisitions and divestments.

If market participants proved too exuberant over EM prospects 
in 2011, they are perhaps too pessimistic now. Equity markets 
are late cycle, and EMs have experienced significant volatility 
and outflows. Risk and governance concerns will naturally be 
more prominent in such conditions, playing to the perceived 
strengths of DM — established legal framework, tried and 
tested structures, and deep liquidity.

On the other hand, according to Mr Coben from Bank of America 
Merrill Lynch, markets are now looking for growth, and “as 
macro growth remains moderate, investors will pay a premium 
for companies that can deliver higher growth.” This represents a 
significant opportunity for EM issuers with the right profile. 

Despite the more subdued view on EM, respondents still expect 
China and India to dominate future issuance. Over time, this 
should support the growth of their exchanges and narrowing 
of the gap with the leading financial centres. Business leaders’ 
anticipation of strong issuance and available capital from China 
and India is a common theme running through both our surveys, 
and we expect to see a long-term growing influence of the key 
emerging economies. The shift to EMs will continue, but it will 
be less seismic, more progressive, more realistic and grounded 
in developments since 2011. 

What is clear is that the choice of credible exchanges for public 
listings, as well as the range of private funding routes, will 
continue to grow, offering ever more alternatives to companies 
when they seek to raise capital. 

Conclusion
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Our IPO Centre was created to make it easier for you to 
understand what you need to know and to do to complete 
an IPO.

We bring together our knowledge of local and international 
capital markets to help you evaluate the pros and cons of an 
IPO, navigate the listing process and prepare your business 
for life as a public company, regardless of the market you 
choose to list on.
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Contacts
PwC Capital Markets
We have a team of nearly 500 professionals deployed in over 30 
key global capital markets. With our in-depth knowledge of the 
execution process and the rules and regulations governing the 
world’s leading capital markets, we can help clients navigate 
every phase of the complex IPO process.

Our network of capital market specialists across the world 
provides a broad range of services to companies and 
investment banks in connection with the capital market 
transactions, including:

•	 preparation for becoming a public company

•	 selecting the right market and advisory team

•	 advising on regulatory, reporting and governance matters

•	 undertaking financial and business due diligence 
investigations

•	 assisting with project management of the IPO process.
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