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EUROPEAN CHEMICAL FINANCING
VOLUMES WITH CATCH-UP POTENTIAL –
GERMANY LAGGING BEHIND
	

The international chemicals market is immense and one that is
constantly changing, especially in
terms of its composition. While just
over 10 years ago, Europe and the
US dominated the global market
with a combined share of more than
50%, with Europe accounting for
27.5% and the US 23.5%. Nonetheless, these two former major chemicals powers have been outpaced by
Asian competition and as of 2017 together only account for 30.6%. The
strong industrial growth and competitive positioning of the chemicals industry in the Far East enabled
Asia to grow and become the new
major chemicals power with a market share of 61.7% in 2017 (up from
38.8% in 2007).
A look at the IPO market underlines
Asia’s fundamental strength: over the
past 5 years, 1,574 IPOs were recorded
across all industries – by comparison,
only 830 European and 824 US companies went public. However, even more
striking is the trend in chemical IPOs
over the last 5 years: while respectively 12 chemical companies were listed
in Europe and the US, Asia accounted
for a remarkable 125 IPOs – almost
8% of all Asian IPOs are thus in the
chemicals sector.
Albeit, the impression should not be
deceiving: Europe is and will remain
an extremely important market for
chemicals. Over 1,400 chemical com-
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panies are headquartered on the “Old
Continent” (excluding Russia). A total
of 689 chemical companies alone are
headquartered in the UK, Germany
and France, which together account
for 45% of all European chemical companies. With 241 chemical companies
and a market share of 15% in Europe,
Germany ranks 2nd behind the UK (with
279 companies and 21% share.)

In short, the chemicals industry is totally underrepresented in Europe, lagging
behind the life science sector by about
10 to 15 years. Over the last 5 years,
European life science companies have
raised EUR 10.3bn in VC financing,
starkly contrasted by the EUR 645m
of VC financing raised by European

Chemical companies trail their
life science peers in the European
Venture Capital market
Measured by the sheer size of the
market, 1.1% of GDP in Europe is attributable to companies in the chemicals industry. The extent of Venture
Capital (VC) activities in this area is,
however, rather modest: the European chemicals industry accounts for
merely 0.4% of the total VC market in
Europe by capital raised.
Record highs were reached in 2015 in
terms of total deal volume (EUR 210m)
and deal count (64) in the European
chemicals VC market. Over the last 5
years, the average volume of VC transactions of European chemical companies was merely EUR 2.9m, compared
with EUR 9.4m for life science companies. Moreover, with an average annual
VC deal volume of EUR 129m and a VC
deal count of 45, the European chemicals market is significantly less active
than the equivalent life science market
that saw an average annual VC deal volume of EUR 2,066m and 219 VC deals.

Top-5 Active EU Countries
by Deal Volume (L5Y)
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chemical companies. German chemical companies appear to receive less
interest from VC investors. Over the
last 5 years, 9.9% of the total European life science VC funding was invested
in German companies, while only 3.6%
of total European chemical VC funding
was invested in German companies.
Although Germany has many chemical companies (ranked 2nd in Europe),
it hardly plays a role for VC investors.
Germany lags the dominant nations
UK and France and does not even feaTop-5 European Investor Hubs by
Invested Capital (L5Y)
Invested
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Post-IPO Performance of European
Chemical IPOs (L5Y)
IPO +1M IPO +3M IPO YTD
Company

Country

(in %)

(in %)
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ture a Top 5 investor hub in Europe.
Germany ranked 5th in terms of total deal volume over the last 5 years,
surpassed by countries like the Netherlands and Spain, underscoring Germany’s relative insignificance in the
European chemicals VC market. Meanwhile, Germany ranks outside the Top
5 by deal count, even falling behind
nations such as Ireland, Belgium and
Finland.

German IPOs convince with performance
After all, Germany is prominently
placed in one category: IPOs. Only 12
European chemical IPOs exceeding a
volume of EUR 10m were recorded in
the last 5 years, 3 of which took place in
Germany (representing a 25% share).
Surpassing all expectations, even by
international standards, the mega-IPO
of Covestro, Bayer’s plastics subsidiary, raised EUR 1.5bn in 2015. Yet this
IPO distorts the picture significantly. If
one excludes Covestro from the analysis, 2015 was even a below-average
IPO year in Europe.
On closer inspection, however, the
German IPOs reveal one thing: a
strong performance. In other words, it
can be worthwhile for investors to subscribe to German chemical IPOs when
they come to market. The 3 German
IPOs were the only offerings in Europe that consistently delivered strong
average returns of +15.4%, +14.2%
and +45.1% over a 1-month, 3-month
and IPO-YTD horizon, respectively.
Not least these figures suggest: the
reluctance of investors in the chemicals sector, especially in Germany, is
unfounded and perhaps even irrational
in the long-term. This leaves room for
hope and catch-up potential for the
German chemicals market.
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