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Staff Working Paper  

 

 

Mapping initiatives in Europe and the USA aimed at improving IPO markets 
 

The three associations – EuropeanIssuers, EVCA and FESE – have been working with the EU 

IPO Task Force to look at the overall decline of IPOs in Europe, investigating the reasons why 

capital markets have become less accessible to smaller companies, and looking for concrete 

solutions to remedy this. 

 

In addition to the report to be published by the Task Force, it is worth noting that there 

have been several important national initiatives. Some of these initiatives were focused on 

technical aspects of the IPO process, while others were of a broader nature.  We have 

therefore put together a short overview of the examples of these initiatives in several 

Member States, and would like to ask for feedback on any EU countries not yet covered. 

 

The Paper includes recommendations from the following countries / other sources: 

1. The Netherlands 

2. Denmark 

3. Finland 

4. Sweden 

5. UK 

6. Portugal 

7. Italy 

8. Belgium, France, the Netherlands and Portugal 

9. ESMA SMSG Report on Helping Small and Medium Sized Companies Access Funding 

10. USA (IPO Task Force 2011)  

11. EU definitions of smaller companies and the SME Growth Market regime  

12. EU initiatives on equity financing: Compilation by Federico Infelise 

 

 

Please note that some recommendations have been shortened or reworded from the 

original reports in the interests of space.  
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1. Eumedion: the Future of the Equity Market from the perspective of Dutch institutional 
investors, 21 July 2014 LINK 

“The public equity market is gradually losing its function as a growth engine for Dutch 

companies.  Over the past eleven years, the number of Dutch companies listed on the Amsterdam 

stock exchange, has fallen from 160 to just under 100.” 

 

Recommendations:  

1. Information and dialogue (between companies and institutional investors). 

2. Lower the costs of an IPO (average cost Dutch small-cap IPO 8.7%). 

3. More favourable tax treatment (equity v debt finance, lower participation 

exemption, FTT exemption). 

4. Removal of unnecessary regulatory impediments (Solvency II for insurers, 

pension directives). 

5. Increased liquidity for small and mid-caps (sector indices). 

6. Encouragement of engaged share ownership. 

7. Active approach by Euronext Amsterdam and other relevant parties (target 

potential future listed companies).  

 

 

2. Nasdaq OMX Copenhagen IPO Task Force: Denmark IPO Climate for Growth, June 2014 LINK 
Recommendations: 

1. Recommendation to size prospectuses to the needs of small-cap companies. 

2. Recommendation for optimising the prospectus approval process vis-à-vis the FSA. 

3. Recommendation to adjust size of IPO management teams. 

4. NASDAQ OMX Copenhagen has set up an SME committee. 

5. NASDAQ OMX Copenhagen plans to prepare a “Before-During-After” list of requirements, as 

a guide to companies after the float. 

6. NASDAQ OMX Copenhagen plans to introduce a Small and Mid Cap Interest Register. 

7. NASDAQ OMX Copenhagen will seek to activate new banking segments for IPOs. 

8. Recommendations to search for new types of anchor investors. 

9. Recommendation to align tax on share income to a reasonable level. 

10. NASDAQ OMX Copenhagen plans to initiate Fact Sheet model to enhance the potential for 

equity research. 

11. Recommendation to involve and motivate new IPO management team banks to expand their 

equity research. 

12. NASDAQ OMX Copenhagen plans to introduce a Liquidity Provider scheme. 

13. NASDAQ OMX Copenhagen has introduced Intraday Auctions. 

14. NASDAQ OMX Copenhagen to produce a Top Ten of investor factors for companies. 

  

http://www.eumedion.nl/en/public/knowledgenetwork/position-papers/2014-07-position-paper-future-public-equity-market.pdf
http://www.nasdaqomx.com/digitalAssets/94/94750_cph-ipo-white-paper.pdf
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3. Nasdaq OMX: Economic Growth through IPOs: An efficient listing environment is key to 
growth and capital market competitiveness in Finland / Listautumisilla kasvu-uralle – Toimiva 
listautumismarkkina avain Suomen kasvulle ja pääomamarkkinoiden kilpailukyvylle, May 
2014 LINK 

The update was issued on 21 January 2015 LINK 

Recommendations:  

 Developing the capital markets and ownership EU level 
National 

level 
Exchange 

1. The opportunities for pension funds to invest in listed equities should be 

increased in the ongoing reform of the Finnish solvency regime.  
✔ 

 

2. Operational preconditions for pension funds should be confirmed in the ongoing 

regulatory reform since an adequate number of pension institutions of varying 

size are needed in order to promote diversity and liquidity of our capital 

markets. 

 
✔ 

 

3. 
Equity research services should be expanded to cover all listed companies. 

  
✔ 

4. 
The tax treatment of unlisted and listed companies and their shareholders 

should be made neutral. One urgent measure is to make the dividend taxation 

of First North companies equal to that of unlisted companies. 
 

✔ 
 

5. The interest of private investors in direct equity investments should be 

supported by means of tax neutrality and targeted savings incentives.  
✔ 

 

6. Overall capital income taxation must be entirely reformed in order to encourage 

personal saving and investing.  
✔ 

 

7. The listing of state-owned companies must be set as a goal in the State 

ownership policy.  
✔ 

 

8. Multi-tiered custody of securities should be extended to also cover holdings in 

domestic securities by Finnish investors.  
✔ 

 

 

 
Incentives for listings and decreasing listing barriers EU level 

National 

level 
Exchange 

9. 
The development of an alternative light IFRS for smaller listed companies should 

be promoted at an international level. 
✔ ✔ 

 

10. Adjustments to IFRS standards should only be made if deemed necessary and 

according to an agreed timeline. 

✔ ✔ 

 

11. 
Secondary listings of foreign listed companies into Finland should be promoted. 

  

✔ 

12. Direct registration to the Finnish book-entry system of the foreign companies’ 

shares should be made possible.  
✔ 

 

13. 
A handbook for listing candidates should be prepared also for companies 

applying to the Main Market.   

✔ 

14. 
The Listing committee process should be assessed and improved. 

  

✔ 

http://www.nasdaqomx.com/digitalAssets/93/93832_economic-growth-through-ipos.pdf
http://www.nasdaqomx.com/digitalAssets/97/97339_ipo-tf-january-2015-status-update-finland.pdf
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15. When a lead manager is responsible for the listing process, lead manager 

statement should not be required.   

✔ 

16. Interpretation of Rules of the Exchange concerning the minimum number of 

qualified shareholders should be made more flexible.   

✔ 

17. Awareness of how going public fosters companies’ growth and job creation 

should be increased.  
✔ 

✔ 

 

 
Reducing the regulatory burden for listed companies EU level 

National 

level 
Exchange 

18. Templates containing minimum requirements for Corporate Governance reports 

should be prepared.  

✔ 

 

19. 
An advisory committee should be formed to specify key situations for regulatory 

interpretation and determine whether the administrative burden of listed 

companies could be reduced by means of new guidelines. If deemed 

appropriate, the committee would submit proposals on the new guidelines. 

 

✔ ✔ 

20. 
It should be evaluated whether the disclosure procedure for stock exchange 

releases could be simplified by modifying technical requirements.  

✔ ✔ 

21. Information to be reported as non-financial information should not be included 

in the Review by the Board of Directors, so that it will not be subject to external 

audit. 
 

✔ 

 

22. It should be assessed if the requirement to audit the Review by the Board of 

Directors can be discontinued in accordance with general European practices.  
✔ 

 

23. An effort should be made to reduce the impacts that increase the regulatory 

burden brought about by the EU directive proposal on addressing remuneration 

and related party transactions at Annual General Meeting both at EU level and, 

if necessary, in the national implementation. 

✔ ✔ 

 

24. 
The regular disclosure requirement which is compliant with the Transparency 

Directive should be implemented in Finland without the adoption of any 

additional national requirements. As a result, the requirement for submitting 

quarterly reports would be omitted from the legislation. 

 

✔ 

 

25. Finland should advocate at EU level for broader provisions concerning the 

publishing obligations for listed company prospectuses. 
 ✔ 

  

 

4. Nasdaq OMX: An Improved Climate for IPOs for Sweden’s Growth – Problem Analysis and 
Proposed Actions, 25 September 2013 LINK 

Recommendations:  

A. To the Exchange (for implementation by 31 December 2013):  

1. More flexible rules for quarterly reporting to reduce the administrative burden on 

companies. 

2. Reduce the number of orders per trade through price structure changes aimed at 

strengthening public confidence in the Stock Exchange. 

3. Introduce an auction procedure during the trading day to increase trading and interest in 

infrequently traded shares. 

http://www.nasdaqomx.com/digitalAssets/87/87876_ipo_actionplan_20130925.pdf
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4. Create a steering group for SMEs, consisting of representatives of SMEs, advisers, 

investors and academics, to safeguard the interests of this group. 

5. Introduce the possibility for applicants to obtain an advance ruling in the listing process.  

6. Improve information and transparency vis-a-vis the media and retail investors: 

a. Customise training programmes for listed companies and the media regarding trading 

halts and; 

b. Produce a checklist which can be used as guidance when managing the provision of 

information.  

7. Provide support for research for capital raising by public companies and their growth via 

the Nordic Foundation. 

8. Initiate a study to identify measures to promote active management. 

9. Initiate discussions with representatives of private equity firms, Aktiespararna, 

Företagarna and institutions re imbalance in knowledge about companies, public vs. 

Non-public investments. 

10. Remove the “free float” requirement to have 500 shareholders who must each own 

shares worth €1000 and implement a market-maker policy. 

11. Present a proposal regarding a price incentive structure for the promotion of analysis 

services for SMEs (remuneration of financial analysts / how to make it profitable). 

12. Set up an expert group tasked with producing proposals as to how the regulatory burden 

on companies should reasonably be structured.  

B. To other stakeholders or public authorities and legislators: 

13. Remove tax discrimination of equity financing versus bank financing (loan costs are tax 

deductible). 

14. Tax relief on investments in SMEs, especially long-term ones (consideration of rules 

change regarding investments by funds in SMEs also). 

15. Rebalance evaluation between investing in public and private companies: consider the 

fundamental analysis role of company valuation. 

 

5. Association of British Issuers report on Encouraging equity investment: Facilitation of Efficient 
Equity Capital Raising in the UK Market, 11 July 2013 LINK 

 Recommendations:  

I. IPOs IN THE UK  

1. Reduce the amount of generic information in prospectuses; provide more succinct and 

important information relevant to an investment.   

2. Information Asymmetry / Price Discovery: Encourage early engagement by issuers and 

vendors with investors up to a year or more before a planned IPO. Investors should commit 

the appropriate resource to engagement, even / particularly when the pipeline is busy. 

3. An approved prospectus, complete apart from pricing information, should be issued at least 

1 week earlier, by eliminating the delay between publication of connected research and the 

offering document and clarity on independent research. Regulatory clarification here could 

shorten the typical timetable by 1 week, from 4 to 3.  

4. The IPO process should allow at least 1 of 2 alternatives to promote independent research:  

https://www.ivis.co.uk/media/5926/ABI-Encouraging-Equity-Investment-report-July-2013.pdf
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a. Allow greater access for non-connected analysts to the IPO analysts’ presentation or 

a subsequent similar presentation. And / or  

b. Non-connected analysts should be able to publish and distribute research with 

reference to a prospectus published immediately after regulatory approval.  

5. Syndicate size: no more than 3 bookrunners should be appointed for large transactions 

(above £250m). Below this, no more than 2 bookrunners. Any additional syndicate members 

should add to the process, due to their sector expertise or distributional reach (avoid those 

present solely on the basis of past or future services to the issuer or vendors and make clear 

where this happens).  

6. Issuers, with independent advisers if appropriate, should scrutinise the allocations carefully 

to ensure that shares are distributed to those most likely to be long-term shareholders.  

7. Encourage issuers & vendors to consider including a retail tranche in the Premium1 segment. 

8. Fees: Allow investors to give input into the allocation of the incentive fee, but on an 

anonymous basis.  

9. Ensure greater disclosure of all fees paid for an IPO, including maximum incentive fee, if any. 

This should include a breakdown of fees as a percentage of the size of the offering, and 

those fees independent of size, such as independent advisers’, lawyers’ and accountants’ 

fees. Syndicate members’ individual fees should also be disclosed. The following criteria 

should be taken into consideration when awarding the incentive fee: 

 stability of the share price in the newly listed environment, 

 allocation of shares of the issuer to a predominantly long-term shareholder base, as 

evidenced by the stability of the share register in the aftermarket, 

 extent & quality of syndicate research both during and after IPO in the eyes of investors, 

 continuity of research coverage post IPO. 

10. Free Float and Corporate Governance: The minimum free float for Premium and Standard 

listings should be maintained at 25%. Controlling shareholders should have liability for the 

prospectus at IPO for companies seeking a Premium listing. This would cover:  

 controlling shareholder or shareholders acting in concert with holding(s) of 50%+1 pre-

IPO,  

 any pre-IPO shareholder who will be party to a relationship agreement post-IPO.  

11. Controlling shareholders should be required to include a responsibility statement in the 

prospectus regarding future conduct of the business, including their future relationship with 

the company. A relationship agreement should be required between controlling 

shareholder(s) and the company. In addition, the controlling shareholder(s) should have  

a direct responsibility to the regulator.  

12. An independent Board should be in place at the latest one month ahead of announcing the 

intention to float, with phased appointment beforehand.  

II. SECONDARY OFFERINGS 

1. Protecting Pre-Emption Rights: The UK Pre-Emption Group should be reconvened to assess 

the scope and suitability of the Statement of Principles in light of market practice.  

                                                           
1
 London Stock Exchange runs the UK Main Market with Premium and Standard Segments, as well as the 

Alternative Investment Market (AIM). Each segment or market has different rules, adapted to the size of 
company, etc.  

http://www.pre-emptiongroup.org.uk/
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2. Underwriting Capacity, Fees and Discounts: Companies should use deep discounts in rights 

issues to reduce the level of underwriting fees paid to both primary underwriters and sub-

underwriters. They should reduce primary underwriting fees where possible by getting firm 

undertakings from sub-underwriters prior to announcement of transactions. The gross 

spread for rights issues and open offers should be unbundled, with the amounts for advice, 

including document preparation, primary underwriting and sub-underwriting, shown 

separately. These unbundled fees should be fully disclosed, along with other related fees, 

including lawyers, accountants and independent advisers. Both buy side and sell side should 

work to develop standard sub-underwriting agreements.  

 

6. Iniciativa AEM (Associação de Empresas Emitentes de Valores Cotados em Mercado) para  
o Mercado de Capitais: 24 Recomendações para a Dinamização do Mercado Português / 24 
recommendations on the Portuguese capital market, June 2013 – Recommendations to 
Government and the Parliament, Supervisory Authorities, Stock Exchanges, Other ecosystem 
entities LINK 

Recommendations:  

I. Market Structures  

1. Recommendation to present a Strategic Plan for the urgent recapitalization of 

Portuguese companies 

2. Recommendation to adapt the existing market structures to the real needs of 

Portuguese companies 

3. Recommendation to decrease the fees of access, maintenance and trading on the 

Portuguese Stock Exchange 

4. Recommendation to an increased efficiency and promptness of the judicial system 

regarding capital markets matters 

5. Recommendation to start monitoring and tracking the evolution of the Portuguese 

Capital Market through Regular Reviews 

6. Recommendation to affirm the Portuguese market as an essential entry point for Issuers 

originated in the Community of Portuguese Language Countries 

II. Legislation & regulation  

7. Recommendation to a complete review of the national Legislation and Regulation 

applicable to the Portuguese Capital Markets  

8. Recommendation to ensure predictability and avoid gold plating when adopting 

European standards and regulatory solutions 

9. Recommendation to “Think small First” when preparing and applying rules or 

recommendations of Corporate Governance  

10. Recommendation to cut red tape and gold plating regarding information and reporting 

obligations 

11. Recommendation to urgently transpose European solutions favourable to the 

Portuguese market and issuers not yet transposed to the national legal system 

12. Recommendation to review the legal framework of alternative trading platforms 

III. Market conditions and instruments 

13. Recommendation to increased market liquidity through a number of well adapted 

incentives 

http://www.emitentes.pt/uploadedfiles/130604_AEM_IniciativaAEM_MercadoCapitais_Apresentacao_vf_Circulada.pdf
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14. Recommendation to create a market for the trading of long term bonds  

15. Recommendation to modify the requirements for the issuance of bonds corporations 

16. Recommendation to adopt measures fostering the issuance of Commercial Paper 

17. Recommendation to create new Funds investing in SMEs (through equity or bonds) and 

to foster securitisation 

18. Recommendation to improve the conditions for access to credit rating and independent 

financial analysis 

IV. Taxation of capital market  

19. Recommendation to ensure fiscal medium and long term stability 

20. Recommendation to ensure fiscal neutrality and incentivise companies capitalisation 

through tax instruments 

21. Recommendation to promotion savings and investment through the market 

22. Recommendation to incentivise the presence of Issuers and Investors in regulated 

market 

23. Recommendation to incentivise the reinvestment of profits through tax instruments 

24. Recommendation to not adopt a new Financial Transactions Tax 

 

7. PiùBorsa: Consob and major financial players sign a Memorandum of Understanding for the 
development of the Italian securities market (CONSOB, Abi, Aifi, Assirevi Assogestioni, 
Assosim, Borsa Italiana, Confindustria, the Italian Investment Fund and Italian Strategic Fund) 
25 March 2013 – based on the working group "Admission to listing of SMEs growth measures, 
the role of markets and operators", set up in March 2012, due to the undersizing of the Italian 
capital market LINK 

 

In 2012 the number of companies listed on the MTA dropped from 263 to 255, while the market 

capitalization at the end of 2012 amounted to 364.1 billion euro, representing a small share of 

the national GDP (about 22%), very different from other EU countries (more than 110% in UK 

and about 56% in France). SMEs, which make up most of the productive undertakings (over 

77.5%), continue to represent only a small percentage (just 16.4%) of listed companies, being 

seriously under-represented on the stock exchange compared with their role in the economy. 

The absence of adequate demand from institutional investors can be translated into a clear 

disincentive to listing due to inefficient pricing mechanisms and limited support for liquidity of 

the securities on the secondary market.  

 

1. Activities of education and scouting  

The operators of the financial system, and especially the Borsa Italiana, have long been 

active in scouting companies that could be listed and in the promotion of a culture of equity 

in Italian SMEs. Consob commits to participate in training activities, to the definition of 

guidelines to facilitate the drafting of prospectuses and to a guide listing post-IPO 

requirements. Abi, Assosim, Aifi, Assirevi, Confindustria and the Borsa Italiana will establish 

partnerships aimed at finding SMEs that meet the requirements to enter the program.  

2. Consultancy services and assistance in the listing process  

In order to reduce uncertainties - often claimed by companies interested in listing - 

regarding the direct and indirect costs of admission to listing, the MOU promotes initiatives 

by Abi, Assosim, and Assirevi to ensure easier identification of operators who offer 

http://www.borsaitaliana.it/piu-borsa/progetto/memorandumdiintesa.pdf
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consulting services related to new listings (feasibility studies of listing, due diligence, 

sponsorships, assistance from the global coordinator, lead manager, underwriter and 

bookrunner, preparation of documents aimed at quote etc.), greater transparency of costs.  

3. Structuring a market for SMEs and services related to secondary market  

Listing costs represents a disincentive both in the admission to and on-going listing phase. 

The MoU promotes:  

• the launch of the Borsa Italiana program leading to the creation of a marketplace 

dedicated to SMEs newly-listed companies that have achieved the Elite certificate;  

• the definition by Borsa Italiana and Consob of subsidized rates and fee to issuers 

participating in the program;  

• the promotion by Abi, Assosim Assirevi of services for the on going-listing phase 

(including the organization of road shows, the production of financial analysis on issuers, 

assistance for the activity of liquidity-providing etc. );  

• new initiatives by Abi, Assosim and Borsa Italiana for the promotion of equity research on 

SMEs.  

4. Development of asset management dedicated to SMEs  

The Advisory Board for SMEs of Borsa Italiana has developed a project fund of funds aimed at 

gathering resources from institutional investors (foundations, insurance companies, pension 

funds, government and regional initiatives) and subsequent investment funds / vehicles 

dedicated to small caps. The MOU promotes, through the intervention of Assogestioni:  

• support for the development of the Fund of Funds, which promises the characteristics of 

asset allocation funds / vehicles must meet to qualify for assistance from the Fund of 

Funds;  

• the investment by existing mutual funds, open and closed, in listed or non-listed SMEs 

having the characteristics specified;  

• the establishment of new mutual funds for investment in SMEs participating in Più Borsa, 

structured in a manner that does not expose it to risk of pre-emption in the short term.  

 

8. Small and Mid-Cap Strategic Planning Committee of NYSE Euronext (Belgium, France, the 
Netherlands & Portugal): 30 Recommendations for creating the “Entrepreneurial Exchange”, 
October 2012 LINK 

  

I – Creating the “Entrepreneurial Exchange”  

 1 Create the Entrepreneurial Exchange 

2 Make the exchange large enough to meet the challenge 

3 Set ambitious targets for initial listings 

4 Adapt the regulatory framework to SMEs 

II – Restoring a virtuous circle for intermediaries specialising in SMEs with a new type of 

membership for the Entrepreneurial Exchange 

5 Enable intermediaries specialising in Small and Mid Caps to return to profitability 

6 Establish rights and duties for a new category of member 

7 Improve liquidity for Small and Mid Caps 

8 Protect Small and Mid Caps from high-frequency trading (HFT) 

9 Create a European regulatory framework to boost Small and Mid Caps' liquidity 

http://www.emitentes.pt/uploadedfiles/SPCReportOctober2012.pdf
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III – Adapting exchange structures and services to help SMEs come through the crisis and 

prepare for the post-crisis period  

10 Develop strong relations with issuers 

11 Offer a range of customised services for SMEs and growth companies 

12 Give the Entrepreneurial Exchange a central role 

13 Offer customised financing products (IBO and Pre-IPO)  

14 Combine a regulated and an organised market 

15 Create an exchange with a strong local focus that can reinvigorate local and regional 

ecosystems 

16 Develop a specialised segment with a strong R&D focus  

17 Develop dedicated indices 

IV – Channelling savings into entrepreneurial success  

18 Channel savings into SMEs and growth companies 

19 New savings products and vehicles specialising in Small and Mid Caps and growth 

companies 

V – Financing Small and Mid Caps on the market: reinvigorated, direct and local promotion  

20 Promote the legitimacy of financing via the stock exchange 

21 Work directly and collectively to identify and appeal to companies in a position to seek 

financing on the market 

22 Attract investors with an ambitious marketing plan 

23 Create a Listing Advisory Committee to assist heads of companies seeking listing 

VI – Using pricing incentives to grow primary and secondary markets  

24 Adopt pricing incentives  

25 Set a good example for pricing  

26 Aim for long-term partnerships 

VII – Forming business and capital partnerships that create value  

27 Consider the possibility of “shareholder partners” for the Entrepreneurial Exchange 

VIII – Optimising the regulatory and tax framework 

28 Adopt a tax framework to encourage investment in SMEs  

29 Promote a customised European regulatory framework  

30 Adapt national stock-exchange regulations 

 

9. Summary of the recommendations presented in the ESMA SMSG Report on Helping Small and 
Medium Sized Companies Access Funding, 2012 LINK 

 
1) Introduction 

An effective overall funding environment in Europe must seek to:  

 Ensure an appropriate regulatory framework for issuers that do not prove burdensome for them 
and also wins investor confidence.  

 Attract a wider set of investors to smaller, growing businesses by reducing regulatory and fiscal 
burden on SME investors.  

 
2) Recommendations – Securities regulation  

 Distinct and separate SME market regime under MiFID II and MAD  
Such a regime would:  

http://www.esma.europa.eu/system/files/2012-smsg-59.pdf
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o Recognise the role such markets currently play in the EU funding environment;  
o Ensure that changes to EU financial services regulation do not adversely impact small 

caps;  
o Cater for a secondary market for trading shares of less liquid SMEs;  
o Allow for further development of regulatory and fiscal EU policies to attract investors to 

this asset class.  

 Improve Prospectus Directive regime to make it easier for companies to access capital markets 
The SMSG SME working group is not in favour of a reduction of disclosure requirements for 
SMEs under Prospectus Directive. However, possible recommendations are:    

o Introduce more flexibility for SMEs IPOs; 
o Reduce listing and compliance costs (IFRS); 
o Introduce a pre-IPO registration process; 
o Delegate more authority to market operators. 

 Increase the availability of existing investment research and ratings information by:  
o Reducing information asymmetries between issuers and investors and, as such, the risk 

premium demanded on loans of SMEs.  
o Protecting investors, through the provision of additional information about the 

additional risks they are incurring with these types of investments.  
o Reducing costs by allowing reduced capital requirements of credit institutions if ratings 

are issued by recognized External Credit Assessment Institution (ECAI).  
o Reducing costs by making the assets accepted as collateral in liquidity-providing 

operations to banks by the ECB, if the ratings are issued by recognized ECAI.  

 Reduction of the actual cost of access and maintenance of the listing (whether equity or debt) 
of SMEs  

 
3) Recommendations – Investment Funds Regulation  

 Exempt venture capital funds from the Alternative Investment Fund Managers Directive 
(AIFMD) to encourage them to gain scale. 

 EU Regulation applicable to institutional investors (such as Solvency II for insurance funds) and 
any future proposals to introduce similar regulation for pension funds must not place conditions 
that adversely impact the ability to directly or indirectly invest in small caps.  

 Review of UCITS directive to identify ways to attract dedicated UCIT funds for small caps.  

 The proposed European Venture Capital Funds Regulation (EVCFR) and Social 
Entrepreneurship Funds (EuSEF) Regime18, which aim to provide an EU-wide marketing 
passport to qualifying funds thereby enabling investors across the EU to indirectly invest into 
SMEs, should allow for partial portfolio holdings in also listed SME markets.  

 Incentives to create investment funds specialized in shares and/or debt of SMEs. 
 

4) Recommendations - Fiscal policy  

 Review of EU State Aid risk capital guidelines to allow for effective incentive schemes to be 
adopted by Member States.  

 Tax reforms may be considered in order to encourage more long-term holdings (i.e. better 
pre-tax off-setting of gains and losses, and tax push forward if realisation proceeds are 
reinvested).  

 The Financial Transaction Tax should not apply to SME transactions nor to the non-
speculative investments by PE/VENTURE CAPITAL funds into unlisted companies. 

 
5) Other recommendations  
In addition, European legislators and regulators should take into account the following:  
o Improved EU coordination;  
o Education of SMEs;  
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o Research and ratings on SMEs;  
o Review of categorisation of high net worth individuals/business angel type investors as 

‘retail’; 
o Creation of public support specific to these companies (for example, subsidized credit lines); 
o Commissioning a comparative review of the EU and US high yield debt markets with  

a specific focus on providing investors access to smaller companies at mutually attractive 
terms;  

o Developing a flexible EU “bankruptcy regime” (similar to the Chapter 11 provisions in the 
US).  

 

10. Recommendations of the US IPO Task Force (leading to the US JOBS Act) LINK 

Rebuilding the IPO On-Ramp - Putting Emerging Companies, Investors and the Job Market Back on 

the Road to Growth, 20 October 2011  

Background concerns:  

 Decline in IPOs on US markets, particularly from smaller companies   

 Time to IPO had doubled 

 Fewer US jobs being created.   

 

Summary of Recommendations:  

1) Provide Regulatory “On Ramp” For Emerging Growth Companies2  

- Create new category of smaller issuer: “Emerging growth company”  

- Simplify reporting for smaller issuers, including:  

o exemptions from Say on Pay disclosures under Dodd-Frank  

o exemption from certain PCAOB audit requirements, internal controls 

attestation under Sarbanes-Oxley  

- Reduce internal and external compliance costs by 30-50%  

- Easier filing of documentation – extension of safe harbour, exemptions up to 

$50m in 12 months period, exemptions for companies with up to 2,000 

shareholders, over $10m in assets and listed on US exchange.   

 

2) Improve Availability of Information for Investors  

- Improve research and safe harbours (recommendations re SEC & FINRA rules)  

- Allow investment bankers to arrange calls to educate investors in advance of IPO  

- Allow private companies to “test the waters” among investors by distributing the 

draft registration statement (prospectus) and allow greater communication 

between company and potential investors   

- Allow exemptions for qualified institutional buyers and accredited investors  

- Improved disclosure of underwriting relationships  

- More flexibility to broker dealers re offers to the public and more flexibility on 

analyst communications  

- Permit confidential filings  

Companies with less than 2000 shareholders (previously 500) are not required to register 

with the SEC, which triggers various US reporting requirements. (EU companies are required 

to produce a prospectus once the threshold of 150 investors is reached.)   
                                                           
2
 Defined as a business with total annual gross revenues under $1 billion for the most recently ended fiscal year.  

https://www.sec.gov/info/smallbus/acsec/ipotaskforceslides.pdf
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3) Educate Issuers on How to Work With Banks Effectively  

- Help issuers as consumers of investment banking services:  

o Conduct thorough research on potential partners 

o Understand the implications of different banking syndicates & incentives  

- Improved education for company management and boards  

- IPO allocation process – allocate shares to both long-term and short-term 

investors – put at least one investment firm in a leadership position to do this 

and limit the number of shares to whom IPO shares get allocated  

- Investor communications – improve communication pre and post IPO, including 

roadshows and conferences and frequent updates post IPO to improve company 

exposure and maintain relationships.  

 

4) One-Time IPO Tax Incentive to Buy & Hold IPO Shares  

- Lower capital gains tax for holding new stock for 2 years  

  

11. EU definitions of smaller companies and the SME Growth Market regime  

1. SME Definitions in EU Legislation  

i. EU Recommendation on SMEs: 

"SME" stands for small and medium-sized enterprises, as defined in EU law: EU 
recommendation 2003/3613. The main factors determining whether a company is an SME are: 

a) the number of employees and 

b) either turnover or balance sheet total. 

These definitions are usually used for micro, small and medium-sized private companies and are 
often unhelpful in discussions around small and mid-cap quoted companies.  

ii. Prospectus Directive  

Directive 2010/73/EU4 (Prospectus), Art 1, 2 t) states that a “company with reduced market 
capitalisation” means a company listed on a regulated market that had an average market 
capitalisation of less than EUR 100 000 000 on the basis of end-year quotes for the previous 
three calendar years. Article 2(1)(f) of Directive 2003/71/EC5 (Prospectus) states that: ‘small 
and medium-sized enterprises’ means companies, which, according to their last annual or 
consolidated accounts, meet at least two of the following three criteria: 

 an average number of employees during the financial year of less than 250,  

 a total balance sheet not exceeding EUR 43 000 000 and  

 an annual net turnover not exceeding EUR 50 000 000. 
 

iii. SME Growth Markets  

MIFIR, the Markets in Financial Instruments Regulation, introduces the concept of SME 
Growth Markets6. The classification of existing growth markets for smaller companies under 
MIFID as multilateral trading facilities (‘MTFs’) resulting from MiFID, the preceding Directive, 

                                                           
3
 See EU Recommendation and The new SME definition: User Guide and Model Declaration. 

4
 See Directive 2010/73/EU  

5
 See Directive 2003/71/EC  

6
 See ESMA and European Commission websites 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:EN:PDF
http://ec.europa.eu/enterprise/policies/sme/files/sme_definition/sme_user_guide_en.pdf
http://www.esma.europa.eu/system/files/Dir___2010_73.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32003L0071:EN:HTML
http://www.esma.europa.eu/page/Markets-Financial-Instruments-Directive-MiFID-II
http://ec.europa.eu/finance/securities/isd/index_en.htm
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did not distinguish the primary market function that these markets serve, from the purely 
secondary market functions played by almost all other MTFs. Oliver Wyman has estimated 
that such SME-focussed equity platforms require 15-20 IPOs for launch and a critical mass of 
150-150 listings in place after 5 years7.  
 
We welcome the recognition of the importance of the primary market function, and believe 
that it would be preferable to leave the maximum possible flexibility to the individual 
exchanges to set the appropriate local or regional rules, rather than to harmonise details at 
EU level. Thus ESMA should grant the approval for the exchange to operate as an SME 
Growth Market, but should not then be involved in the detailed operation of such markets. 
The flexibility of growth markets to adapt to local conditions is essential in maintaining 
access to finance for smaller companies.  

 
iv. EU Studies :  

The ECSIP report commissioned for DG Enterprise8 took the following definitions:  

 Small-caps as companies with market capitalisation from €336 million to €1.3 billion 

 Mid-caps as companies with market capitalisation from €1.3 billion to €6.7 billion.  

 
2. SME definitions in use in financial markets  

Rating firms such as Lipper and Morningstar provide fund classifications for investors, but individual 
fund managers may choose their own investment styles and limits. Small-cap funds run by 
institutional investors can range from companies with market capitalisation of less than €1 BN to 
companies with market capitalisation less than €7 BN.  

In addition, EFAMA (the EU fund & asset management association) runs a fund classification system, 
which is used by many EU fund managers to describe the nature of their funds e.g. Small-Cap funds. 
The amounts which qualify EU funds for Small-Cap status are as follows:  

 EU €3 Bn  
 UK £1 Bn  
 US $4 Bn  
 Asia Pacific $1.5 Bn  
 Global $2.5 Bn 

Meanwhile Investopedia suggests that companies on the US stock market can be broken down into 
the following categories:  

Mega Cap: 0.1% 

Big Cap: 3.5% 

Mid Cap:  7.4% 

Small Cap:  17.6% 

Micro Cap:  18.8% 

Nano Cap:  15.8% 

 

                                                           
7
 See page 6 of Oliver Wyman 2014 Report “Towards better capital markets solutions for SME financing” 

8
 See ECSIP Report: Improving the Performance of Business Information Services regarding listed SMEs   

http://www.oliverwyman.com/content/dam/oliver-wyman/global/en/files/insights/financial-services/2014/July/FINAL3_BetterCapitalMarketMechanismsSMEs.pdf
http://ec.europa.eu/enterprise/newsroom/cf/itemdetail.cfm?item_type=254&lang=en&item_id=7562
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The approximate definitions suggested for US markets are: 

Mega Cap - Market cap of $200 billion and greater 

Big Cap - $10 billion and greater  

Mid Cap - $2 billion to $10 billion  

Small Cap - $300 million to $2 billion  

Micro Cap - $50 million to $300 million 

Nano Cap - Under $50 million.   

 

So the variety of different definitions used by financial markets bear little or no resemblance to the 
official EU definitions.  

 

 

http://www.investopedia.com/terms/m/megacap.asp
http://www.investopedia.com/terms/l/large-cap.asp
http://www.investopedia.com/terms/m/midcapstock.asp
http://www.investopedia.com/terms/s/small-cap.asp
http://www.investopedia.com/terms/m/microcapstock.asp
http://www.investopedia.com/terms/n/nanocap.asp
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12. EU initiatives on equity financing LINK 

Country Programmes 
Type of 
funding 

Target 
Type of 

intervention 
Main feature Conditions to qualify 

Size of the 
benefit 

Institution 
Funding 

2012 

UK 

Enterprise 
Investment 
Scheme (EIS) 

Public 
Initiative   

Equity Tax Incentives for 
equity  
investments 

 Qualifying companies  
are small, higher-risk  
trading companies,  
not listed on regulated  
exchange, with less  
than 250 employs and  
turnover lower than 
£15mn 

Companies cannot 
rise more than  
£5mn under SEIS, 
EIS and VCT in 12 
months 

HM Revenue &  
Customs 

n/a 

Seed 
Enterprise 
Investment 
Scheme (SEIS) 

Public 
Initiative   

Equity Tax Incentives for 
equity  
investments 

Promotion of direct of 
long-term investments 
in equity (minimum 3 
years) and the re-
investment of capital 
gains 
 

Early-stage companies 
and companies with  
less than 25 employs and  
turnover below £200,000 

Companies can rise 
to a max of£150,000 
under SEIS and not 
more than £5mn 
under SEIS. EIS and  
VCT 

HM Revenue &  
Customs 

n/a 

Venture Capital 
Trust Scheme 
(VCT) 

Public 
Initiative   

Debt/Equity Tax Incentives for 
investments in 
venture  
capital trusts 

HMRC approve venture 
capital trusts to be 
eligible for the scheme  
depending on the 
companies it invests in 

Qualifying companies  
are small, higher-risk  
trading companies, not 
listed on regulated 
exchange, with less than 
250 employs and turnover  
lower than £15mn 

Companies cannot 
rise more than £5mn 
under SEIS, EIS and 
VCT in 12 months 

HM Revenue &  
Customs 

n/a 

Business Angel 
Co-Investment 
Fund 

Public 
Initiative   

Equity Co-investment funds The fund co-invests 
(max 49 % participation 
in the investment) 
complementing 
investors done by 
business-angels 
syndicates 

High growth potential 
early stage SMEs 

Fund investments  
between £100,000  
to £1mn 

Consortium of 
public  and 
private  
bodies 

The fund  
has a total  
funding  
capacity of  
£100mn 

Alternative  
Investment  
Market 

Market-
Based 

Equity Multilateral  Trade  
Facility tailored on 
SMEs needs 

Balanced regulatory  
environment, lighter  
admission criteria and  
lower continuing  
obligations 

No formal entry  
requirements in term of 
size or age 

Possibility of rising  
equity capital on a  
public market. Tot  
market cap. £69bn,  
average market cap.  
£63mn, n.listed  
companies 1,092 
(Nov 2013) 

London Stock 
Exchange  
Group 

not  
applicable 

http://www.europeanissuers.eu/_lib/newsflash/ECMI%20RR%20No%209%20Infelise%20SME%20Access%20to%20Finance.pdf
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Country Programmes 
Type of 
funding 

Target 
Type of 

intervention 
Main feature Conditions to qualify 

Size of the 
benefit 

Institution 
Funding 

2012 

Growth  
Accelerator 

Public Debt/Equity Reduction of the 
competence gap 

Provision through  
private sector  
experts of tailored  
growth strategies,  
commercial and sales  
skills and finance and  
management expertise 

Companies with less  
than 250 employs and  
turnover lower than  
£40mn 

 BIS oversight  
over private  
management  
of the program 

£200mn 

Germany 

ERP Start-up 
Fund 

Public 
 

Equity Providing venture 
capital by co-
investment with the 
private sector 

KfW co-investment is up 
to 50% and the private 
investor monitors the 
management of the 
company, provides 
advices and supervision 
and reports to KfW. 

SMEs and young 
innovative technology-
based firms 

ÕÐ ÔÏ ΌυÍÎ KfW Ό υψȢςÍÎ 

High-Tech Seed 
Fund 

Public 
 

Equity Providing equity 
capital  
through a 
public/private  
investment fund (seed  
fund) 

The partnership 
includes the 
participation of the 
German Federal 
Government and some 
of the major German 
corporations 

SMEs less than 1 year old  
technologically oriented 
and with high growth 
potential 

There is not an 
upper limit 

High-Tech  
Gruenderfon 
ds 

ΌρυȢχÍÎ 

ERP 
Participation 
Programme 

Public 
Initiative  
targeting 
equity 

Equity Providing refinancing  
loans at favourable  
interests rate to 
companies investing in 
SMEs equity 

 SMEs Loans cover up to  
100% of the equity  
participation up to  
Á ÍÁØÉÍÕÍ ÏÆ ΌρÍÎ 

KfW Ό φωÍÎ 

Entry  
Standard for  
shares 

Market-
based 

Equity Multilateral Trade 
Facility tailored on 
SMEs needs 

Balanced regulatory 
environment, lighter  
admission criteria and 
lower continuing  
obligations 

No formal entry 
requirements in term of 
size or age 

Possibility of rising 
equity capital on a 
public market. Tot 
market cap. £23bn, 
average market cap.  
£115mn, listed 
companies 202  
(Nov 2013) 

Deutsche  
Börse 

not 
applicable 

France 

Contrat de 
Développemen
t Participatif 
(CDP) 

Public 
 

Equity Providing equity 
capital  
by co-investing with 
the  

CDP works in 
partnership with the  
investment firm (in the 
ÐÒÏÐÏÒÔÉÏÎ ρΌ ÆÒÏÍ #$0 

SMEs over three years  
old with an expected  
turnover growth above 
5% 

ÕÐ ÔÏ ΌσÍÎ Bpifrance See CDP in  
France Debt  
sections 

file:///C:/Users/Intern/Downloads/ECMI%20RR%20No%209%20Infelise%20SME%20Access%20to%20Finance.pdf
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Country Programmes 
Type of 
funding 

Target 
Type of 

intervention 
Main feature Conditions to qualify 

Size of the 
benefit 

Institution 
Funding 

2012 

private sector ÔÏρΌ ÆÒÏÍ ÔÈÅ firm) 
Fonds 
Stratégique 
Äȭ)ÎÖÅÓÔÉÓÓÅÍÅ
nt (FSI) 

Public 
 

Equity Direct equity 
investment  
or fund investment 

The fund of funds 
activity focuses on  
venture capital funds 
investing in small and 
medium companies with  
asset size lower than 
ΌρππÍÎ 

The fund has a total 
funding capacity of 
£100mn 

There are no specific  
thresholds 

Bpifrance 1.5bn also 
not  
SMEs 

Garantie des 
Fonds Propres 

Public 
 

Equity and 
quasi-equity 

Public guarantee on  
SMEs equity 
investments 

 Innovative  
SMEs 

up to 50% of the 
investment (70% for 
investments in SMEs 
below 5 years old) 

Bpifrance Included in  
ÔÈÅ ΌωȢςÂÎ ÏÆ  
the 
guarantees  
in the debt  
section 

NYSE Alternext Market-
based 

Equity Multilateral Trade 
Facility tailored on 
SMEs needs 

Balanced regulatory 
environment, lighter 
admission criteria and 
lower continuing 
obligations 

No formal entry  
requirements in term of 
size or age 

Possibility of raising 
equity capital on a 
public market. Total 
ÍÁÒËÅÔ ÃÁÐȢ ΌυȢωÂÎȟ 
average market cap. 
ΌσρȢχÍÎȟ ÎȢÌÉÓÔÅÄ 
companies 183 (Nov  
2013) 

NYSE Not 
applicable 

Spain 

ENISA MAB Public 
 

Equity Provision of  
participating loansat 
off-market conditions 

Loans need to finance 
costs associated with 
preparing te company 
for the listing on the 
Mercado Alternativo  
Bursátil 

SMEs with audited 
financial statements or 
registered accounts for 
constituted companies 
and not e in real-estate or 
financial sector 

ÆÒÏÍ Όςππȟπππ ÔÏ  
ΌρȢυÍÎ 

ENISA see ENISA  
programmes  
in debt  
section 

ENISA MAB Public 
 

Equity Direct investment in  
SMEs equity, 
investments in 
venture  
capital funds and 
provision of 
participating loans 
 

 SMEs undertaking 
projects of expansion 
(M&A), 
internationalisation and  
R&D 

ÆÒÏÍ ΌπȢχυÍÎ ÔÏ  
ΌρȢυÍÎ ÆÏÒ ȰÅÁÒÌÙ  
ÓÔÁÇÅȱ ÃÏÍÐÁÎÉÅÓ ÕÐ  
ÔÏ ΌρυÍÎ ÆÏÒ  
companies in the  
ȰÇÒÏ×ÔÈ ÓÅÃÔÏÒȱ 

Axis ΌρρωÍÎ 

Mercado  
Alternativo  

Market-
based 

Equity Multilateral Trade 
Facility tailored on 

Balanced regulatory 
environment, lighter 

No formal entry  
requirements in term of 

Possibility of rising  
equity capital on a  

BME not 
applicable 
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Country Programmes 
Type of 
funding 

Target 
Type of 

intervention 
Main feature Conditions to qualify 

Size of the 
benefit 

Institution 
Funding 

2012 

Bursatil (MAB) SMEs  
needs 

admission criteria and 
lower continuing 
obligations 

size or age public market. Tot  
ÍÁÒËÅÔ ÃÁÐȢΌχφςÍÎȟ  
average market cap.  
ΌστȢφÍÎȟ ÌÉÓÔÅÄ  
companies 22 (May  
2013) 

Italy 
 
 
 
 

AIM Italia Market-
based 

Equity Multilateral Trade  
Facility tailored on  
SMEs needs 

Balanced regulatory 
environment, lighter 
admission criteria and 
lower continuing 
obligations 

No formal size 
requirements 

Possibility of rising 
equity capital on a 
public market. Tot  
ÍÁÒËÅÔ ÃÁÐȢΌχχσÍÎȟ  
average market cap. 
ΌσςÍÎȟ ÎȢÌÉÓÔÅÄ 
companies 24 (June 
2013) 

Borsa  
Italiana/LSEG 

not 
applicable 

Elite 
Programme 

Market-
based 

Equity Reduction of the  
competence gap 

Provision through 
private sector experts of 
tailored growth 
strategies, industrial, 
financial and 
organisational 
capabilities 

Minimum turnover of 
ΌρπÍÎ ɉÌÏ×ÅÒ ×ÉÔÈ ÈÉÇÈ 
growth rate), a plausible 
growth projection and an 
EBITDA margin higher  
than 5% 

 LSEG/Borsa  
Italiana in  
partnership  
with the Italian  
government and 
other major 
Italian financial  
institutions 

not 
applicable 
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About the three associations: 

EuropeanIssuers is a pan-European organisation representing publicly quoted companies in Europe. 
Our aim is to persuade policymakers to create a favourable EU regulatory environment for financial 
markets that serves the needs of their end users, being companies and investors. For more 
information, see www.europeanissuers.eu  

The European Private Equity & Venture Capital Association (EVCA) represent the private equity 
community across Europe helping to connect and inform private equity firms and stakeholders 
across the industry. It speaks on behalf of the European private equity in Brussels and plays  
a constructive part in developing the EU legislation that will shape the future of the industry. 
Working closely with national trade association, the EVCA fosters positive dialogue between the 
private equity community, policymakers and regulators across the world. For more information, see 
www.evca.eu  
 
The Federation of European Securities Exchanges (FESE) represents 37 exchanges in equities, bonds, 
derivatives and commodities through 19 full members from 30 countries, as well as 1 Affiliate 
Member and 1 Observer Member. FESE represents public Regulated Markets. Regulated Markets 
provide both institutional and retail investors with transparent and neutral price-formation. 
Securities admitted to trading on our markets have to comply with stringent initial and ongoing 
disclosure requirements and accounting and auditing standards imposed by EU laws. 

At the end of 2014, FESE members had up to 9,027 companies listed on their markets, of which 7% 
are foreign companies contributing towards European integration and providing broad and liquid 
access to Europe’s capital markets. Many of our members also organise specialised markets that 
allow small and medium sized companies across Europe to access the capital markets; 1,442 
companies were listed in these specialised markets/segments in equity, increasing choice for 
investors and issuers. For more information, see www.fese.eu 

 

http://www.europeanissuers.eu/
http://www.evca.eu/
http://www.fese.eu/

