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Q3 2013 IPO Market Review

The IPO market produced 121 IPOs during
the first three quarters of 2013—39 more
(48%) than the 82 IPOs completed in the
first three quarters of 2012 and nine more
than the annual average of 112 IPOs that
has prevailed for the past three years.

The year-to-date 2013 total is only

four IPOs below the average January-
September tally recorded between 2004
and 2007—a period with an annual
average of 186 IPOs. Gross proceeds
declined from $30.60 billion in the first
three quarters of 2012 to $25.83 billion

in the first three quarters of 2013, a drop
largely due to the inclusion of Facebook’s
$16.0 billion offering in the 2012 tally.

Emerging growth companies (EGCs)
continue to dominate the IPO market,
accounting for 82% of all IPOs in the first
three quarters of 2013—slightly higher
than the 76% market share claimed

by EGC IPOs last year, following the
enactment of the JOBS Act in April 2012.

There were 53 venture-backed US issuer
IPOs (44% of the total) in the first three
quarters of 2013—12 more than the 41
in the first three quarters of 2012 (50%
of the total) and two more than the full-
year total for 2012. The first nine months
of 2013 saw 39 IPOs by life sciences
companies—surpassing the full-year
total of 14 in both 2011 and 2012.

With private equity—backed IPOs
performing well in the aftermarket

and private equity firms eager to achieve
liquidity for their portfolio companies,
the number of PE-backed IPOs jumped

to 38 in the first three quarters of 2013
(32% of the total)—ten more than the
full-year 2012 total (28% of all 2012 IPOs).

Opverall, technology and life sciences
companies have accounted for 65% of the
year’s IPOs thus far, up from 58% for full-
year 2012 and the highest percentage since
the end of the dot-com bubble in 2000.

The average IPO company in the first
three quarters of 2013 enjoyed a 19%
first-day gain from its offering price—
eclipsing the 16% average first-day gain
for full-year 2012. In the first three
quarters of 2013, 37 companies—31%

of the total—produced a first-day gain
of at least 25%. In this period, 23% of IPOs
were “broken” (IPOs whose stock closes
below the offering price on their opening
day), compared to 20% in all of 2012, but
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this percentage still represents the second- Median IPO Offering Size — 1996 to 03 2013
lowest level of broken IPOs since 2007. $ millons

At the end of September, the average
2013 TPO company was trading 44% £
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above their offering price. Overall, 77% 840 B
of the year’s IPOs were trading above 616
their offering price as of September 30.
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for the first three quarters of 2013 was 7% I I
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full-year 2012. The median deal size for

VC-backed companies was $77.5 million—  Source: SEC filings
the lowest level since the $72.0 million
median in 2006—while the median deal
size for non-VC backed companies was
$226.1 million, 55% higher than the prior
ten-year average of $146.0 million. The
median deal size for EGCs, at $81.6 million,
was less than a fifth of the $436.3 million
median deal size for other companies.
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annual revenue of just $10.6 million.

EGCs completing IPOs had median annual  Souce: Sec fiings and 1P0 Vital Signs
revenue of $53.7 million, compared to
$2.36 billion for other companies.

The percentage of profitable companies

going public declined from 55% in 2012

to 42% in the first three quarters of 2013—

the lowest level since the 26% in both 1999

and 2000. With investor focus shifting Percentage of Profitable IPO Companies — 1998 to 03 2013
to growth over profitability, only 26% %

of this year’s life sciences and technology-

related IPO companies were profitable.

Despite the Federal Reserve’s decision not
to scale back its bond-buying program,
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be some market turbulence on the horizon.
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We Wrote the Book on Going Public.

You can write the next chapter.

“[This book] is quickly becoming the bible
of the I.P.O. market.”

— The New York Times

(The Deal Professor, January 19, 2010)

“Comprehensive in scope, informative,
incisive, and...an important reference

and informational tool.”

— Burton Award, Outstanding Authoritative Book
by a Partner in a Law Firm, 2013

“CEOs should keep this book at their side
from the moment they first seriously consider
an IPO...and will soon find it dog-eared with
sections that inspire clarity and confidence.”

— Don Bulens, CEO of EqualLogic at the time it
pursued a dual-track IPO

« . .
‘A must-read for company executives, securities
lawyers and capital markets professionals alike.”

— John Tyree, Managing Director, Morgan Stanley

More information at IPOguidebook.com oo .
Book available from PLI.edu PL1.: W ILMERHALE .

PRACTISING LAW INSTITUTE
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Follow WilmerHale's IPO blog at
www.wilmerhale.com/IPOBlog

Each year, WilmerHale publishes IPO, venture capital
and M&A reports that offer insight into market
conditions and feature comprehensive statistics and
analysis hard to find elsewhere. Our 2073 IPO Report,
2013 Venture Capital Report and 2013 M&A Report
provide a detailed look at market performance for the
prior year, including industry and regional breakdowns,
market metrics, analyses of current market trends,
and articles of interest to venture-backed companies,
public companies, executives, venture capitalists,
investment bankers and accountants.

To request hard copies of our annual reports,

please contact the WilmerHale Marketing Department
at WHCorporateReports@wilmerhale.com or call

+1 617 526 5600.

wilmerhale.com
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