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The city has been abuzz with chatter
recently after a very public, scathing attack
on the unfriendliness of the UK stock market
to new listings. Although the comments
could be seen as an ego-massaging
exercise to divert attention away from a
floundering business, therein lies some
truth that the UK stock market is evidently
less attractive than our cousins across the
pond.

The UK government is desperately trying
to stem the bleed of British businesses
favouring the US, with UK Prime Minister
Rishi Sunak encouraging a relaxation
of the London Stock Exchange’s listing
rules. Over-regulation of the markets
has contributed to London’s decline as a
financial powerhouse, and despite Mr.
Sunak’s lobbying for de-regulation, little
has been done to date.

The allure of looser regulation is not the
only thing tempting businesses to make the
transatlantic trip, it is the valuations they
can achieve with a US listing versus the
UK. The US has seen a decade of immense
wealth creation, with the number of new
Initial Public Offerings (IPO) reaching all-
time highs in both 2020 and 2021" as a result
of founders and private capital cashing in
on lunatic valuations. Some businesses,
such as DoorDash, achieved a whopping
11x sales multiple on its IPO that rocketed
to 21x upon its stock market debut. Did |
mention DoorDash hasn’t turned a profit
yet and lost $1.2 billion last year?

Although in the last 12 months, a reality
has dawned on many investors which
has tempered such irrational exuberance,
it does not hide the fact that the US can
still be a much more attractive place for
companies tfo list that have significant
operations in the country and want to
achieve a richer valuation for their private
backers. The darling of British innovation,
ARM,, is seeking a US listing, and is it any
wonder why when the NASDAQ trades at
a Price-to-Earnings ratio of 25x versus a
measly 11x for the FTSE 100. But what can
the UK do?

De-regulation can only go so far, and the
ever-increasing depth of the US market
commanding high valuations will only
serve to further compound the problem of
businesses choosing a new home stateside.

Although low valuations in the UK may
dissuade new listings, it can also offer
the opportunity to acquire high-quality
businesses at a discount. The FTSE
250 trades on a Price-to-Book ratio of
1.4x versus its 10-year average of 2.0,
signalling that many UK companies (and in
particular mid-caps) are an undervalued
opportunity, one we are taking advantage
of with a significant allocation within our
multi-asset portfolios. Such opportunity
has not gone unnoticed by private equity in
their well-documented ‘raid on corporate
Britain’. Time will tell whether irrational
exuberance will lead to unjustifiably high
valuations of unprofitable, non-cash
generative businesses again, but for now,
some CEOs ought to focus on turning a
profit rather than rueing what could have
been.

Sources:

1 https:/www.statista.com/statistics/270290/number-of-ipos-
in-the-us-since-1999/#:~:text=2021%20was%20quite%20a%20
ear,0f%201POs%20dropped%20t0%20181.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
MERERBERAE

9th Floor, Centre Mark I

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution  or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contfained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 28271199
Fax +852 2827 0270
belvest@bis.hk

www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



