EXPLAINING
FOLLOW ONS



IMPORTANT INFORMATION

We've written this guide to give you useful information about follow-ons and Initial Public Offerings (IPOs), but it doesn’t include
any personal advice or recommendations to buy, sell or hold any investment. Investing in individual companies isn’t right for
everyone. Shares are for people who understand the increased risk of investing in individual shares. If the company fails, you risk
losing your whole investment.

You should make sure you are informed about the companies you're invested in. What they do, the risks involved and that your
shares are part of a diversified portfolio.

Past performance is not a guide to future returns. Yields are based on past income, which means they aren’t a guide to the income
you'll receive in future. If you're not sure whether a share is right for your circumstances, please seek personal advice.

When buying shares please be aware that on rare occasions shares can be delisted from the stock market, without warning. If this
happens it may be difficult and costly, or even impossible, to sell your shares.

The information in this guide was correct as of 1/ September 2026.




WHAT IS A FOLLOW-ON?

A follow-on is the offering of shares once
a company has completed its Initial Public
Offering (IPO) and is publicly traded on an
exchange. These can be new or existing
shares.

A company may issue new shares as part
of a 'primary' follow-on where they may
choose to raise additional capital.

Alternatively, you may also come across a
'secondary' follow-on, which is when only
existing shares in a publicly listed
company are offered to investors.

An [PO is when a private company
makes shares available for the
public to buy for the first time. It
allows a company to raise equity
capital from public investors.




FOLLOW-ONS:
A BREAKDOWN

Follow-ons can come in a range of
different forms. Most of the time, the
differences lie in who can purchase new
shares. This could be existing
shareholders, non-shareholders, or both.

1. Retail Offer

Usually alongside a Placing, a company
gives retail investors the opportunity to
buy new shares in the company, often at
a discounted price and free from Stamp
Duty. The key difference between a
Retail Offer and other transaction types
Is that the company may also allow non-

existing retail shareholders to participate.

However, the company may choose to
still preferentially allocate shares to
existing shareholders using the principle
of pre-emption rights.

Pre-emption rights are an allocation
principle that offer new shares to
existing shareholders first, allowing
them to maintain their percentage
ownership and avoid dilution.

2. Rights Issue

A company offers existing shareholders
the “right” to buy new shares at a set
price. Shareholders can buy a certain
number of shares dependant on their
existing shareholding but can also sell
their “right” it they don’t want to
participate. For example, if shares are
currently trading at £2 a share, and the
company offers shareholders new
shares at £1.20, they can sell the
“rights” to this purchase. The price of
these “rights” would usually be the
difference between the existing share
price and the discounted one, so in this
case, roughly 80 pence per share.
Shareholders who take no action can
receive a lapsed rights compensation
payment.

3. Open Offer

Existing shareholders are offered the
opportunity to purchase additional
shares in proportion to how many
shares they already own, however
shareholders are not able to sell the
rights’ to receive those shares. Share
holders who take no action will not
receive any compensation payment.

4. Placings

A type of follow-on that excludes retail
investors and is reserved for institutional
and professional investors, along with
directors of the company.

5. Secondary Follow-On

Also known as a Block Trade, these are
typically when an institutional shareholder
or founder is looking to sell a large
percentage of their holding in a company
quickly and without impacting the share
price. No new shares are issued, meaning
Stamp Duty and PTM Levy may apply for
Investors buying the shares. Additionally,
the bank coordinating the Block Trade
may also levy a "buyers commission” of
around 0.1%.



WHAT'S THE DIFFERENGE
BETWEEN A FOLLOW-ON
AND AN IPQ?

Whilst still high risk, investing in a
follow-on can be lower risk than an
IPO. This is because investors already
have insight into the company’s
management, business practices, and
potential growth.

The pricing of a follow-on is market-
driven. Usually, shares are sold at a
discount to the latest closing share
price before the deal is launched.
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HOW DOES A
FOLLOW-ON WORK?

Follow-ons can vary in how they work depending on the type of transaction a
company chooses to undertake:

Pricing

Open Offers and Rights Issues will have a defined issue price or pricing
formula (e.g. a percentage of the company's Net Asset Value on a certain
day). Placings, Retail Offers and Block Trades can often have a fixed price or
operate under a 'price discovery' model where the issue price is only
determined once applications have closed.

Timeline

Open Offers and Rights Issues will have a defined timetable of events which
often spans a number of weeks. In contrast, Placings, Retail Offers and Block
Trades have much more varied timelines, with some fundraises only being
open for a number of hours (known as an 'Accelerated Bookbuild') whereas
other can be open for several days (a 'Long-Dated' transaction). Furthermore,
companies can decide to close applications earlier than previously
announced without prior warning.

Eligibility
Placings are reserved for qualifying and professional investors only. Whereas
Open Offers and Rights Issue are reserved for existing shareholders. Retalil

Offers and Block Trades can be open to both existing and non-existing Retail
shareholders.

Follow-ons: an example

Company A, a FTSE 100 company,
conducted a follow-on to allow retail
Investors the opportunity to purchase new
ordinary shares (Retail Shares).

An example is Company A who raised
approximately £500m at a price of £7.95
per share. Compared to the last share
price available before the offer (£8.77),
this represented a discount of over 9%.
Company A raised the additional cash

to ensure it had enough capital to fund
medium-term growth opportunities. The
company invited retail investors to take
part in the transaction, allowing existing
retail shareholders the opportunity to
avoid dilution of their current holdings,
and new retall investors to build a position
at a discounted price.

We'll explore 'dilution’ in more detail as we
look at reasons to participate in a follow-
on.




FOLLOW ONS:
WHAT TO CONSIDER

1. Participation in a follow-on may help to
mitigate the 'dilution'of an existing
shareholding. See the next slide for more
information on dilution.

2. Where new shares are being issued,
investors can benefit from zero
commission and no Stamp Duty or PTM
Levy. Block trades may have different
terms as no new shares are being issued.

3. Follow-ons can be priced at a discount
to encourage participation, however,
companies may instead choose to conduct
the fundraise via 'price discovery' where
you won't know what the issue price will
be until after applications have closed, at
which point, you cannot cancel your
application.

4. Follow-ons can lead to share price
volatility if shares are offered at a
discount. If the company raising capital is
isted on AIM, it can choose to voluntarily
suspend its shares during the course of
the fundraise in what is called a 'Capital
Access Window' to reduce this volatility.

5. The application period can vary greatly
from a number of hours to several days,
and the company may close applications
earlier without prior warning. This means
that there may be very little time to decide
whether or not to invest. Remember to
always do your research before making an
Investment decision.

6. Like any investment, always consider
why a company is issuing new shares. One
of the ways to do this is to look at in the
the "use of proceeds" found regulatory
news services (RNS) announcement.
Sometimes the sale of additional shares
can be a sign that the growth company
cannot complete its plans.

You could still make a Iloss and
investments are intended to be held for
the longer-term.

Before participating in a follow-on, check
you are informed about the companies
you’re invested in, have checked your
shares are part of a diversified portfolio
and understand the risks associated with
investing in follow-ons.

This guide is not personal advice. If you
are not sure whether an investment is right
for you please seek advice.

If you would like to find out more
about follow-ons, you can

contact our Helpdesk on 0117
900 9000




WHAT IS
DILUTION?

Assume a company has 10 shareholders
and each shareholder owns 10 shares, or
10% of the company. If investors receive
voting rights for company decisions
based on share ownership, then each
one would have 10% of the votes.

The company issues 25 additional shares
and a single existing investor buys them

all. This means there are now 125 total
shares and so the percentage share of
ownership has changed for all investors.
The purchaser of the new shares now owns
28% of the company, while the other original
iInvestors now own just 8% of the company.
Their shareholdings have been ‘diluted’

from their original 10%. See diagrams.

If everything else remains the same, the
issuance of new shares in a follow-on will
decrease the earnings per share (EPS)

of a company as the same earnings are
now being split by a greater number of
shares. Earnings per share is a metric
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used by investors to measure how
profitable a company is ‘per share’.

Not only does share dilution impact your
earnings as an investor, the amount of
shares you own in a company determines
your voting power. The more shares you
own, the more influence you have. If your
percentage of stock ownership decreases
while the number of shareholders increases,
your voting power diminishes accordingly.

However, as companies use the capital
(funds) they raised through the issuance

of new shares, they can expand. This may
perhaps be through increases in production
capacity or improved efficiency. Hence,
revenues and earnings may increase,
therefore the shares that were issued

can grow In value , possibly becoming
more valuable than before the dilution.
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