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"Hong Kong IPO is expected to return to the top three in the world."

KPMG, one of the Big Four international accounting firms, recently published a report
saying that Hong Kong has re-entered the top five IPO markets in the world, mainly driven
by the listing of Midea Group, a large home appliance manufacturer in the mainland, in the
third quarter. This is the largest IPO project in Hong Kong since 2022. From a global
perspective, there were 851 transactions in the global IPO market in the third quarter,
raising US$83.3 billion. On a year-on-year basis, the number of listings fell by 15%
year-on-year and the amount of funds raised fell by 21% year-on-year. The two US stock
exchanges continued to lead the world in terms of funds raised, accounting for one-third of
the total global IPO funds raised; the Indian Stock Exchange ranked third, while the Hong
Kong Stock Exchange and the Shanghai Stock Exchange ranked fourth and fifth
respectively. In the Chinese market, a total of 52 Chinese companies successfully IPOed in
A-shares, Hong Kong stocks and US stocks in the third quarter, raising a total of RMB 49.1
billion. The number of IPOs decreased by 52.29% year-on-year and increased by 18.18%
month-on-month; the total amount of funds raised was RMB 49.1 billion, and the amount of
funds raised by IPOs decreased by 59.22% year-on-year and increased by 1.42 times

month-on-month.

Among them, 13 Chinese companies IPOed in Hong Kong, the number of IPOs remained
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the same year-on-year and decreased by 27.78% month-on-month; the total amount of
funds raised was RMB 32.7 billion, and the amount of funds raised by IPOs increased by
4.45 times year-on-year and 3.36 times month-on-month. On September 17, 2024, Midea
Group (00300.HK) was listed on the main board of the Hong Kong Stock Exchange, raising
RMB 28.2 billion in its initial public offering, which was not only the largest amount of funds
raised by Chinese companies in the first three quarters of this year, but also the largest

amount of funds raised by Hong Kong stocks in the past three years.

In the third quarter, 14 Chinese companies IPOed in the US capital market, the number of
IPOs increased by 1.8 times year-on-year and 16.67% month-on-month; the total amount of
funds raised was RMB 1.1 billion, and the amount of funds raised by IPOs increased by
83.33% year-on-year and decreased by 72.5% month-on-month. The number of Chinese
companies going public in the United States remains low, and the amount of funds raised is
less than 200 million yuan. Among the companies going public overseas, only one company
went public in the United States in August and September, namely Stark Industries and

Dongyuan Global.

On the hot topics of Hong Kong and the global IPO market, a STCN Reporter recently

interviewed Drew Bernstein, co-founder and co-chairman of MarcumAsia.

Founded in 1951, the Marcum Group is one of the largest accounting and consulting firms
in the United States. Marcum Asia is the only branch of Marcum in the Asia-Pacific region.
With customers listed on the US main board as its core market, it has served more than 300

Chinese stocks.

STCN Reporter: What are the characteristics of the Hong Kong IPO market in the first three

quarters?

Drew Bernstein: In the first half of this year, the Hong Kong market started stagnantly, but
with the secondary listing of Midea Group for US$4.6 billion, its momentum has picked up,
and Hong Kong has returned to the top five global exchanges. Chinese stocks are back on
the radar of global fund managers after a surge in share prices and a flood of money into
Chinese stocks in the second half of September. But investors are divided over whether

policies are sufficient to restart the economy.



We believe that those who oppose Hong Kong as an Asian financial center are misguided.
Given the extent to which domestic regulators restrict new listings on the Science and
Technology Innovation Board and the restrictions on well-known companies listing in the
United States, we believe that Hong Kong fills an important need in the market. As a
near-shore option, listing in Hong Kong allows Chinese issuers to obtain convertible
currencies needed for global expansion and to some extent access large international
investors. However, from the perspective of securing sensitive information, they can do so
in a less risky environment. Nevertheless, for companies that want to build a truly global
brand and are prepared to deal with the disclosure requirements of listing in New York, a US

listing will still be very attractive.

STCN Reporter: Recently, Horizon, Lalamove, BenQ Hospital and Aoji Technology have
successively submitted their applications to the Hong Kong Stock Exchange. How will the

hot secondary market affect Hong Kong IPOs?

Drew Bernstein: Given the recent rise in valuations and trading volumes, | expect many
companies that have been on the sidelines to submit applications. For example, this week it
was reported that Chery is considering a $7 billion IPO on the Hong Kong Stock Exchange.
Whether the trend of listings can continue will depend on the quality of the listed companies
and whether they can maintain growth and profitability even in a more challenging macro
environment. Usually, when encountering an "IPO drought", companies learn how to be
more disciplined in using funds. Once the surviving companies go public, they may be able

to surpass their opponents.

STCN Reporter: What highlights may appear in the Hong Kong IPO market in the fourth

quarter of this year?

Drew Bernstein: If trading in the secondary market remains quite strong and high-quality
companies go public in the next three months, Hong Kong may rise to the top three among

global exchanges by the end of the year.

STCN Reporter: What are the characteristics of the global IPO market in the first three

quarters of this year?

Drew Bernstein: The US IPO market has recovered steadily, with a total of 118 IPOs this



year, raising $27 billion, up from 88 IPOs and raising $18 billion in the same period last
year. But it is far lower than the previous IPO boom in 2020 and 2021, and the companies
that perform well are often more mature companies with positive profits and cash flow. We
expect the pace of corporate listings to slow down in the run-up to the U.S. election in
November this year, as investors will want to understand the potential impact of the new
administration on different industries such as energy, manufacturing and technology.
Institutional investors generally performed well in 2024, with the S&P up 20% and the
Nasdaq up 22%, so they tend to lock in these gains and continue to fight rather than make

new high-risk bets.

STCN Reporter: The Federal Reserve cut interest rates and the three major U.S. stock
indexes hit new highs. But there has not been a large IPO in the U.S. market this year.

What is the main reason?

Drew Bernstein: There are two answers, valuation and selectivity. If a private company is in
good operating condition and generates positive cash flow, the listing valuation may be
lower than the last large-scale private financing a few years ago. Therefore, your investment
banker may suggest that you organize your assets and wait until 2025, after the tense stage
of the election, when the direction of interest rates is clearer, to go public. On the other
hand, if the company is struggling to grow or consumes a lot of cash, bankers may say that
the market is interested in these transactions now. Nevertheless, we are working with a

large number of companies to prepare for audits for IPOs next year.

STCN Reporter: You once mentioned that the Japanese market will become a hotspot for
US companies to go public. Is there any data to support this view? This year, the volatility of
Japan's financial markets, including exchange rates and stock markets, is greater than ever

before. Will this affect Japanese companies' listing in the United States?

Drew Bernstein: A considerable number of Japanese companies are preparing or
evaluating listing in the United States. So far, in 2024, only three Japanese companies have
been listed on Nasdaq, while China has 33 companies. However, it only takes one or two
successful cases for it to be more widely accepted. MacKay Asia plans to open an office in

Tokyo next year to support our growing business there.



STCN Reporter: Southeast Asia, as one of the most active regions in the global economy,
has seen a significant cooling of the IPO market this year. What is the reason and when will

it pick up?

Drew Bernstein: In 2024, IPO activity in Southeast Asia was relatively sluggish, mainly due
to a decline in the number of listed companies in Indonesia. This year, a total of 11
companies from Singapore have been listed in the United States, but except for one
company, they are all very small transactions. The challenge in the region is that each
country is a relatively small market, and there are a limited number of private companies
with a true pan-Southeast Asian footprint and the ability to scale up. But we are currently
working with companies in the region, including Singapore, Malaysia, Vietnam, Thailand

and Indonesia, on pre-IPO audits. So we strongly believe in the potential of the region.
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