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ABOUT THIS REPORT
Following the 2008 global financial crisis and the subsequent sovereign debt crisis in Europe,
the Portuguese government took important steps to relaunch the economy by addressing the
capitalisation of companies and the recovery of investment. However, with a remaining high
dependence on bank loans, a decreasing number of listed companies, lack of new listings and
scant presence of institutional investors, Portuguese capital markets have not developed to
their fullest potential. The Portuguese economy would therefore benefit greatly from further
efforts to develop more diversified and integrated capital markets.
Against this background, the Portuguese Securities Market Commission (CMVM) submitted a
request for support to the Directorate-General for Structural Reform Support (DG REFORM)
of the European Commission to undertake a comprehensive review of capital markets in
Portugal. The OECD was designated as implementing partner for the project. Through
analysis and policy recommendations, the review will provide guidance to national
decision-makers in their efforts to create a regulatory environment where capital markets can
support business sector dynamics. An agenda that has only become more urgent with the
onset of the current Covid-19 crisis, where economic recovery to a large extent will depend
on the ability to strengthen corporate balance sheets and provide business with access to
patient capital for forward looking investments.
Although the data and the analyses in this report were developed before the outbreak of
Covid-19, the report identifies prevailing structural strengths and weaknesses of the
Portuguese corporate sector and their conditions for capital market financing. Given the
central role that capital markets will need to play in recapitalising Portuguese companies hit
by the Covid-19 crisis, the final review will also help Portuguese authorities to adopt measures
that improve the ability of capital markets to support the recovery.
Portugal has lost two-thirds of its listed companies over the last two decades. In addition to
the decline in the number of new listings, the stock market has also experienced an increase
in the number of companies leaving the stock market, so-called delistings. This report
discusses the factors that have driven the delistings from the Portuguese stock market and
provides information about delisted companies and their rationale for doing so.
Based on this report and the report on “Improving Access to Capital for Portuguese
Companies: A Survey of Unlisted Companies”, the next step in developing the OECD Capital
Market Review of Portugal will be to review the functioning of capital markets, provide
international comparisons and identify policy recommendations on how to improve corporate
access to capital in Portugal.
This report is part of the OECD Capital Market Series, which informs policy
discussions on how capital markets can serve their important role to channel
financial resources from households to productive investments in the real
economy.
To prepare this report, the OECD Secretariat has greatly benefitted from consultations with
representatives of relevant Portuguese authorities, business organisations and corporate
executives. A detailed description of data sources and the methodology for data collection and
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analysis are provided in the Annex. The OECD Secretariat welcomes any comments and
suggestions.
The report was prepared by a team led by Mats Isaksson, Head of Corporate Governance
and Corporate Finance Division within the OECD Directorate for Financial and Enterprise
Affairs, composed of Serdar Çelik, Tugba Mulazimoglu and Yun Tang. Inga van den Bongard
co-authored an earlier draft version of this report and contributed to the design of the
questionnaire. Sandra Oliveira coordinated the execution and prepared the preliminary results
of the survey. This report was produced with the financial assistance of the European
Commission via the Directorate-General for Structural Reform Support (DG REFORM).
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EXECUTIVE SUMMARY
During the past two decades, the number of listed companies on the Portuguese stock market
has decreased by two-thirds, from 148 to 55. This is the net result of a decline in the number
of new listings and a large number of companies that have left the stock market through
delistings.
Just as an IPO may be a natural step in the lifecycle of a company, delisting may also be a
rational choice at a certain stage of companies’ life. While some companies are forced to delist
due to bankruptcy or by decision from securities regulators or stock exchanges, most
delistings are actually voluntary.
Given Portugal’s ambition to mobilise capital markets for economic growth and the funding of
long-term corporate investments, it is important to understand the characteristics of
companies that have delisted and their reasons.
Some key findings:
 The Portuguese stock market has undergone important changes during the past two
decades. In 1999 two national exchanges merged into one, which in 2002 was acquired
by Euronext and became part of the Euronext group of exchanges under the name of
Euronext Lisbon. Today, the exchange also operates two multilateral trading facilities
(MTFs) – Euronext Access and Euronext Growth –, which require less stringent listing
requirements than those applying to the regulated market.
 The Portuguese stock market has one of the lowest market capitalisation to GDP ratios
in the Euro Area, and which has declined from 52% in 2007 to around 30% in 2018.
Also, secondary stock market liquidity has been on a downward trend since 2008. By
the end of 2018, the turnover ratio was 41% for Euronext Lisbon, compared to, for
example, 64% for Euronext Amsterdam and 35% for Euronext Brussels.
 In the mid-1990s, Portugal experienced a wave of new listings, which reached its peak
in 1997 when the Portuguese stock market had 148 listed companies. Since 2000
however, new listings have been fairly few with only 16 companies coming to the market,
while a total of 91 Portuguese companies have delisted from all listing segments of the
Euronext Lisbon. By the end of 2018, 41 companies were listed on Euronext Lisbon’s
regulated market and 14 companies on the MTFs.
 Among the 91 companies that delisted since 2000, 14 left the market after more than 20
years of being listed. With respect to the industry composition of delisted firms, the
consumer (34%) and financials (31%) accounted for almost two-thirds of the delistings,
followed by industrials (14%).
 Unlike the overall trend in OECD countries, most of the Portuguese delistings took place
before 2008. Moreover, with the exception of 2008 and 2015, the net listings have been
negative every year since 2000.
 Portuguese non-financial companies that delisted between 2000 and 2007 were
considerably smaller than their industry peers who remained listed as well as the
companies that joined the stock market during that period. They also exhibited lower
8
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profitability and lower sales growth compared to the two other groups of companies.
However, the companies that delisted were not highly leveraged compared to other
companies but the liquidity of their shares, measured as turnover ratio, was significantly
lower.
 Most of the delistings took place before the financial crisis. In fact, the number of
delistings during the pre-crisis period (2000-2007) was almost four times that of the postcrisis period (2008-2018). Delisted companies, in both periods, were on average similar
in terms of size, but there were three main differences between the two groups.
Companies delisted in the latter period had lower performance and higher long-term
indebtedness. Importantly, the liquidity of the delisted firms’ shares is lower in the latter
period.
 The vast majority of delistings from the Portuguese market were “voluntary” in the sense
that they resulted from a merger or acquisition transaction (M&A), or a resolution taken
at the general shareholders’ meeting. Insolvency, liquidation and failure to meet
regulatory requirements do not appear as important reasons for companies to delist their
shares from the Portuguese market.
 The delisted companies responding to the OECD Survey on Access to Finance in
Portugal indicated that the main rationale for their initial decision to become a listed
company was to diversify their financing sources. Another important reason mentioned
by most of the respondent companies was to decrease the cost of capital.
 With respect to their decision to delist, low market liquidity of their shares was mentioned
by 10 out of 14 companies as an important factor. Within companies that delisted by
a shareholder resolution, all but one mentioned low liquidity as a significant reason in
their decision to delist. The second most important reason mentioned for delisting was
insufficient investor interest and recognition.
 With respect to costs, 40% of the delisted companies mentioned compliance costs as
an important reason in their delisting decision while only 20% mentioned listing fees.
Importantly, most companies did not indicate financial distress as a relevant factor in
their delisting decision.
 All respondent companies to the OECD Survey on Access to Finance in Portugal
mentioned that flexible corporate governance requirements and the existence of a
well-established regulatory framework for alternative segments of the stock market
(i.e. growth markets) would contribute to creating a successful stock market ecosystem
in Portugal. Better support for secondary market liquidity, tax incentives for investors
and issuers, affordable advisory services and increased participation of institutional
investors were also stated as important factors by almost all of the respondents.
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PART I. THE STOCK MARKET IN PORTUGAL
Well-capitalised firms are more likely to make long-term investments in research, development
and innovation. The capital they need can come from retained earnings or from external equity
injections from shareholders. A well-established method to raise external equity capital is to
sell company shares in a public equity offering. When a company is first listed on a stock
exchange, the process is called initial public offering (IPO) either through an increase in share
capital, a sale of existing shares or both. When an already publicly listed company again turns
to the equity market to raise additional capital, this process is called secondary public offering
(SPO or follow-on offering).
This part starts with an overview of the stock market landscape in Portugal including a
description of some key requirements for new listings and already-listed companies on the
stock market. It then illustrates how and to what extent Portuguese companies have used
public equity markets through IPOs and SPOs as a source of external equity finance since
2000. The discussion is based on the OECD Capital Market Series dataset described in the
Annex.
1.1. The stock exchange in Portugal
During the last two decades, the stock exchange industry, particularly in advanced markets,
has experienced important structural changes. These changes include the transformation
from broker membership models to privately owned for-profit corporations, stock exchanges
themselves turn into listed and consolidation of independent exchanges into international
group structures. In addition, there has also been an extensive fragmentation of trading of
companies’ shares between the stock exchanges where their shares are listed and other
trading venues such as multilateral trading facilities (MTFs) and internal trading systems of
investment firms (OECD, 2016).
The Portuguese stock market has also gone through important changes over the last two
decades. In 1999, the Lisbon Stock Exchange and the Porto Stock Exchange merged into
Bolsa de Valores de Lisboa e Porto. After being acquired by Euronext N.V. in 2002, it became
part of the Euronext group of exchanges under the name of Euronext Lisbon. Euronext Lisbon
also operates two MTFs – Euronext Access and Euronext Growth. These two MTFs offer
simplified access to public equity markets with less stringent listing requirements than those
of the regulated market, in particular concerning free-float requirements, audits of financial
statements, accounting standards, and financial reporting obligations.
As shown in Table 1, initial admission and ongoing requirements are the lowest for Euronext
Access, followed by Euronext Access+ and Euronext Growth, providing alternatives for
companies not meeting the criteria of the regulated market. While Euronext Access,
established as Easynext Lisbon in 2004 and became an MTF in 2009, offers a route for
start-ups and small and medium-sized enterprises (SMEs), Euronext Growth was established
as Alternext Lisbon in 2012 and has been dedicated to small- and medium-sized companies.
According to the terminology of EU-regulations, the three markets mentioned above are
defined as MTFs. By the end of 2018, 14 companies were listed on Euronext Growth and
Euronext Access, while 41 were listed on Euronext Lisbon’s EU regulated market.
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Table 1. Listing admission and ongoing requirements on Euronext’s markets
INITIAL

Free Float

Financial Statement

Main document to be
provided
Accounting Standards
Intermediary

Euronext
Access

Euronext
Access +

Euronext
Growth

Euronext

Not applicable

€1m

€2.5m

25% or 5%
if over €5m

2 last years'
(no requirement of
audited accounts)

2 last years' and
audited accounts
for the last year

2 last years of
audited accounts

3 last years of
audited accounts

Information
document
(or EU Prospectus
in case of public
offers)
IFRS or local
GAAP
Listing Sponsors

Information
document
(or EU Prospectus
in case of public
offers)
IFRS or local
GAAP
Listing Sponsors

Information
document or EU
Prospectus

EU Prospectus

IFRS or local
GAAP
Listing Sponsors

IFRS
Listing Agent

ONGOING
Euronext
Access

Annual financial reporting
Semi-annual financial
reporting
Price sensitive information,
list of insiders, market
survey
Declaration of management
transactions
Declarations of breaches of
threshold voting rights
Anti-money laundering
Intermediary
Website

Yes but based on
local legal
regulation

Euronext
Access +

Euronext
Growth

Euronext

Applicable
(Directive Market
Abuse)
Applicable
(Directive Market
Abuse)

Audited
annual financial
report
Unaudited
semi-annual report
Applicable
(Directive Market
Abuse)
Applicable
(Directive Market
Abuse)

Audited
annual financial
report
Unaudited
semi-annual report
Applicable
(Directive Market
Abuse)
Applicable
(Directive Market
Abuse)

Audited
annual financial
report
Audited
semi-annual report
Applicable
(Directive Market
Abuse)
Applicable
(Directive Market
Abuse)

Not applicable

Not applicable

Applicable

Applicable

Applicable

Applicable

Applicable

Applicable

Not required

Listing Sponsor

Listing Sponsor

Not required

Yes

Yes

Yes

Yes

Not required

Source: Euronext.

Figure 1 shows the size of the stock market, measured as market capitalisation to GDP ratio
for a selected group of European countries. All markets experienced a sharp decrease in the
size of their stock markets during the global financial crisis. And for most countries, the ratio
was still below the pre-crisis levels as of end 2018. As seen in the figure, Portugal showed the
lowest market capitalisation to GDP ratio throughout the period. From roughly 50% in 2007,
the ratio fell to around 25% in 2008 and has fluctuated around 30% since then. This
development has been accompanied by a decline in the number of listed companies, which
has dropped on the regulated market from 53 in 2006 to 41 in 2018 and from 17 to 14
companies on the MTFs. Even though the number of listed companies declined, the
cumulated stock market share by the 10% largest companies has remained unchanged at
about 70%.

Understanding Delistings from the Portuguese Stock Market

11

PART I. THE STOCK MARKET IN PORTUGAL

Figure 1. Stock market capitalisation-to-GDP ratio in selected economies
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Source: OECD Economic database, European Central Bank.

Another important development has been the change in the industry composition of listed
companies in Portugal. Figure 2 illustrates that the energy, utilities and consumer industries
have almost doubled their share in the total market capitalisation over the 2006-2018 period.
At the same time, financials and telecommunication services have both experienced a
significant drop in their share, by 22 and 13 percentage points respectively. The changes in
the industry composition in the stock market were largely driven by the delistings of several
financial firms.
Figure 2. Market capitalisation of Portuguese companies for different industries
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Telecommunications Services

Utilities

Others

100%
80%
60%
40%
20%
0%

2006
2007
2008
2009
2010
2011
2012
2013
Source: OECD Capital Market Series dataset, see Annex for details.
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Figure 3 compares the secondary market liquidity, as measured by the turnover ratio 1 –trading
volume divided by stock market capitalisation– among Euronext’s four national markets. On
the Euronext Lisbon, the turnover ratio reached the highest level (116%) in 2007, and, similar
to other markets, has experienced a downward trend since the financial crisis. By the end of
2018, the turnover ratio was 41% for Euronext Lisbon, which was considerably lower
compared to 64% for Euronext Amsterdam.
1

The turnover used here adopts the Regulated Environment View (REV), which include all transactions subject to
the exchange supervision. Transactions can be either electronic order book or regulated reported deals.
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Figure 3. Stock market turnover ratio among Euronext markets
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Source: Euronext Factbook.

1.2. Trends in Portuguese IPOs and SPOs
During the last two decades, both the United States and Europe have experienced a
substantial decline in IPOs (OECD, 2019). This trend is also reflected in Figure 4, showing
that the total IPO proceeds have dropped in Belgium and France by more than 60% and in
Germany by more than 40% during the post-crisis period (2008-2018).
In Portugal, IPO proceeds were relatively low in both pre- and post-crisis periods. Notably, the
average annual IPO proceeds by Portuguese companies declined from EUR 409 million
during the 2000-2007 period to EUR 237 million during the 2008-2018 period. In addition,
there were 10 IPOs by Portuguese companies during the pre-crisis period and only 6 IPOs
during the post-crisis period. Out of these 16 IPOs, only one was made by a financial company.
Figure 4. Initial public offerings (IPOs) by companies from Portugal and selected economies
2000-2007
80
70
60
50
40
30
20
10
0

2008-2018

2018 EUR, billions

Belgium

France

Germany

Netherlands

Portugal

Spain

Source: OECD Capital Market Series dataset, see methodology for details.

Table 2 summarises the information about all 16 IPOs by Portuguese companies since 2000.
With respect to the distribution of stock exchanges, 13 of the companies listed on Euronext
Lisbon, 1 on Frankfurt Xetra and 2 companies went public on the growth markets Paris Free
Market and London AIM. Most of the total IPO proceeds were generated by two large IPOs
from the utility and energy industries that together raised EUR 2.8 billion, representing more
than 55% of the total IPO proceeds between 2000 and 2018.
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Table 2. Initial public offerings (IPOs) by Portuguese companies, 2000-2018

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

Capital Raised
(in EUR
millions)
1 664
1 109
539
368
351
271
213
196
144
69
45
6
5
4

Name

Industry

Issue
date

EDP Renovaveis SA
Galp Energia SGPS SA
CTT-Correios de Portugal SA
Sonaecom SGPS SA
Redes Energeticas Nacionais SGPS SA
Impresa SGPS SA
Grupo Media Capital SGPS SA
Martifer SGPS SA
Espirito Santo Saude SGPS SA
Novabase SGPS SA
Gescartao SGPS SA
Banco Comercial dos Acores SA
Superfute SA
Sports Stars Media PLC
Biopremier Innovation & Services In
Biotechnology SA
Raize Servicos De Gestao SA

Utilities
Energy
Industrials
Telecommunications
Utilities
Consumer Cyclicals
Consumer Cyclicals
Industrials
Healthcare
Technology
Basic Materials
Financials
Consumer Cyclicals
Consumer Cyclicals

Jun/08
Oct/06
Dec/13
May/00
Jul/07
Jun/00
Mar/04
Jun/07
Feb/14
Jul/00
Jul/03
Nov/01
Dec/02
Feb/12

Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Euronext Lisbon
Paris Free Market
London AIM

Healthcare

Sep/11

Frankfurt Xetra

4

Industrials

Jul/18

Euronext Lisbon

2

Stock Exchange

Source: OECD Capital Market Series dataset, see Annex for details.

A company after its IPO can raise additional equity capital through a secondary public offering
(SPO, follow-on offering). SPOs are normally launched several years after the IPO for the
purpose of raising capital for new projects or for recapitalising the company. Figure 5 presents
pre- and post-financial crisis proceeds raised by Portuguese companies and by companies
from European peer countries during the 2000-2018 period. While SPO proceeds by
Portuguese companies remained unchanged between periods, German and Spanish
companies raised more capital through SPOs during the post-crisis period. It is important to
note that over the entire period, the amount of equity capital raised through SPOs was, in all
countries, considerably larger than the amount of equity capital raised through IPOs. This fact
illustrates the importance of public equity markets as a significant source of finance for already
listed companies. In Portugal, the total amount of equity capital raised through SPOs was
more than six times the amount of equity capital raised through IPOs.
Figure 5. Secondary public offerings (SPOs) by companies from Portugal and selected
economies

250

2000-2007

2018 EUR, billions

2008-2018

200
150
100
50
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France

Germany
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Source: OECD Capital Market Series dataset, see Annex for details.
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Figure 6 shows the number of Portuguese companies and their annual amount of equity raised
through SPOs since 2000. On average, there have been six SPOs every year compared to
one IPO per year. It is worth noting that the distribution of SPO proceeds between financial
and non-financial firms has changed throughout the period, with financial firms taking a
dominant position in the SPO market. The share of financial companies in SPO proceeds
increased from 41% during the pre-crisis period (2000-2007) to 60% during the post-crisis
period (2008-2018).
Figure 6. SPOs by Portuguese companies
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Source: OECD Capital Market Series dataset, see Annex for details.
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PART II. CORPORATE CHARACTERISTICS AND REASONS FOR DELISTING
Just as an IPO may be a natural step in the lifecycle of a company, a delisting may also be
justified for a number of reasons. While some companies are forced to delist because they no
longer meet the listing requirements, most companies leave the stock market voluntarily as a
result of a change in ownership or by a shareholder resolution.
This part provides an overview of the various types of delistings and a brief literature review
of the main reasons for voluntary delistings. It then summarises the delisting trends in the
OECD area and compares it with trends in IPOs.
2.1. Reasons for delisting
While a voluntary delisting is the company’s own decision, an involuntary delisting is forced
by the securities regulator or the stock exchange. The reason is typically a violation of listing
requirements and/or liquidation of the company. While involuntary delistings are usually
beyond the power of management and shareholders, a voluntary delisting includes a number
of considerations and trade-offs between costs and benefits. Being listed is typically expected
to be associated with multiple benefits, such as enhanced visibility, credibility, better access
to multiple sources of funding and ready access to equity through secondary offerings. When
these benefits are not seen as convincing enough while compared with the costs associated
with being listed, such as listing fees and compliance costs outweigh the benefits,
management can take the delisting decision voluntarily.
Voluntary delistings are initiated by the company and examples of reasons for voluntary
delisting and effects for delisting are provided below (Djama, Martinez and Serve, 2014; Leuz
et al., 2008):


A company may delist its shares to have them traded on another venue. This may
include transfer to a regulated market with higher standards. Trading of the company
shares continues without any immediate change in ownership structure.



A company may also decide to exit the regulated market but begin to trade on a
regulated market with less strict requirements or on an unregulated market, which will
not cause any immediate change in ownership structure.



A delisting may occur because of a merger where one company acquires all shares of
a listed company. If the acquiring company is also a listed company, the shares of the
combined company continue to be traded. If the acquiring company is not listed, the
shares of the combined companies will not be listed.



A company may delist its shares after an acquisition or a public takeover bid. As a
result, the company’s ownership structure might become concentrated and the
company’s investors, at least initially, may not want their equity to be publicly traded.



A company may delist its shares on a non-domestic market but continues to trade on
its domestic market or vice-versa.

Many explanations regarding the conditions under which a public company exits the market
and the rationale for this move have been discussed in the literature. Table 3 covers some of
those explanations and firm characteristics which are found to be relevant to a firm’s delisting
decision.
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Table 3. Reasons for delisting – literature review
Reason for delisting

Literature

Firm size and performance

As larger firms are more capable of amortising fixed costs, small and
low-performing firms are more likely to go private when the costs of being
listed outweigh the benefits (Leuz et al., 2008).

Growth prospects

Firms with low-growth prospects have less need to raise funds and may
decide to go private if they find the benefits to do so outweigh the costs
(Djama, Martinez and Serve, 2014).

Leverage ratio

Voluntarily delisted companies in the UK are initially more likely to list in
order to rebalance their capital structure rather than to raise funds to finance
their growth opportunities and they failed to do so (Pour and Lasfer, 2013).

Liquidity

Liquidity in share trading is seen as a primary benefit of going public.
Therefore, if the stock’s liquidity deteriorates, the firm might choose to go
private (Boot et al., 2008).

Financial visibility

The benefits of being listed also decrease when firms cannot attract an
adequate level of investor interest and recognition which is generally called
financial visibility (Mehran and Peristiani, 2010).

Acquisition purpose

Since high-growth prospects seem to be attractive to potential buyers, some
companies, from the beginning, choose to go public in order to attract
investors for acquisitions (Celikyurt, 2006).
When managers have private information that their stock is undervalued,
they may decide to go private to avoid costs (Kim and Lyn, 1991).

Stock undervaluation

Moreover, controlling shareholders can use private information to take their
companies private before performance improvements, when the market
price of minority shares does not incorporate this future improvement
(Bebchuk and Kahan, 2000).

Controlling shareholder’s identity

The level of risk-sharing appears to be a primary determinant for family
firms to delist. In fact, when the public status no longer provides a
risk-sharing advantage, family firms can go private (Martinez and Serve,
2011).

Regulatory requirements and
corporate governance standards

Regulatory requirements and corporate governance standards, by
increasing the information burden may induce companies to leave the
public equity market. However, when the overall governance improves,
fewer going private transactions happen (Thomsen and Vinten, 2014).

2.2. Global trends in net listings
Stock markets have for decades played a central role in channelling savings to companies in
the form of long-term patient capital. Today, there are almost 41 000 listed companies around
the world with a total market capitalisation of USD 85 trillion. However, while an increasing
amount of household savings, directly or indirectly find their way to stock markets, the number
of listed companies in OECD economies declined from almost 30 000 companies two decades
ago to about 22 000 today. The United States in particular has lost half of its companies, from
almost 8 000 to 4 000. Similarly, the number of listed companies declined from 744 to 450
between the period 2000-2017 in Germany and from 1 185 to 465 in France.
Using 2000 as the base year, Figure 7 displays the evolution of the number of listed firms
across some advanced markets until 2017. In all of the six economies shown in the figure,
there has been a downward trend in the number of listed companies, with the largest decline
observed in the Netherlands (75%), France (61%) and Portugal (61%). On the other hand,
markets like China and Japan have experienced increases in the number of listed companies
Understanding Delistings from the Portuguese Stock Market
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over the same period. In fact, China has tripled its number of listed companies in the last two
decade.
Figure 7. Number of listed firms in selected markets
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Source: World Federation of Exchanges database.

Developments with respect to the number of listed companies are obviously the net effect of
new listings and delistings. Figure 8 shows the net result of new listings and delistings for
OECD and selected countries. For the OECD area as a whole, the number of delistings has
been higher than the listings every year since 2008. In total, there were 8 818 new listings and
12 610 delistings during the 2008-2017 period, resulting in a net loss of almost 4 000
companies. The United States is responsible for a significant portion of the overall decline. It
is worth noting that, unlike other countries, the United States had negative net listings already
before 2008. In three of the four European economies illustrated in the figure, namely Belgium,
France and Germany, there was only one year with positive net listings since 2009. In the
Netherlands, the number of listed companies has increased between 2014 and 2017.
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Figure 8. Net listings in the OECD area and selected economies
OECD countries
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During the past two decades, the number of listed companies in Portugal has declined from
148 to 55. An important reason has been the relatively small number of new listings. But there
has also been a discussion about the increasing number of companies that have delisted from
the stock market. A better understanding of the circumstances and motives for those delistings
is therefore important and may also contribute to our comprehension of what lies behind the
low number of new listings.
To shed some light on delistings from the Portuguese stock market, this part describes the
trends in delisting activity and some key characteristics of delisted firms. It presents key
financial indicators of delisted firms and compares them to those of newly listed firms and
comparable listed firms. The analysis in this part is based on the OECD-ORBIS Corporate
Finance Dataset described in the Annex and data from Thomson Reuters Datastream.
3.1. Trends in Portuguese delistings
As illustrated in Part II in Figure 8, the number of delisted firms was always higher than the
number of new listings in the OECD area as a whole since 2008. This resulted in a decrease
in the number of listed domestic companies from almost 26 368 in 2007 to 21 925 in 2018.
Figure 9, reveals a somewhat different picture for the Portuguese market where the bulk of
the 91 delistings took place already before the 2008 financial crisis. Except 2008 and 2015,
net listings have been negative in every year since 2000, with almost 75% of delistings
occurring between 2000 and 2007.
Figure 9. Number of listed and delisted Portuguese companies
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Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.

Another way to measure the extent of delistings from the stock market is to compare the
number of delistings with the total number of listed companies in each year. Figure 10 plots
the ratio of both delistings and new listings for every year since 2000. Between 2000 and
2018, the average delisted-to-listed firms ratio (grey dotted horizontal line) is around 6%,
which clearly exceeds the average new listings-to-listed firms ratio (blue dotted horizontal
line), amounting to 2% during the same period.
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Figure 10. Delisted-to-listed firms and IPOs-to-listed firms ratios
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Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.

Panel A of Figure 11 shows for how long the delisted companies had been listed before they
delisted. On average, firms were listed on the stock market for about 12 years before they
delisted. Out of the 91 companies that have delisted since 2000, 14 of them left the market
after more than 20 years of listing. With respect to the industry composition of delisted firms,
Panel B of Figure 11 shows that the consumer (34%) and financials (31%) sectors accounted
for almost two-thirds of delistings, followed by industrials (14%).
Figure 11. Breakdown of delistings by listing duration and industry, 2000-2018
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Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.
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3.2. Key characteristics of delisted non-financial firms
To explore in more detail the characteristics of delisted firms in Portugal, the following two
sections focus on non-financial companies that delisted from the Lisbon Stock Exchange’s
regulated market between 2000 and 2018. Table 4 provides a breakdown of the sample used
for the analysis.
Table 4. Sample of delisted non-financial companies
Total delistings on Portuguese stock market
Financial companies
Delistings from the MTFs
Companies with missing total assets in t-1
Final sample

+ 91
- 28
- 7
- 5
+ 51

As discussed in the previous section, the large majority of delistings by Portuguese companies
took place before the 2008 global financial crisis. The picture is similar for non-financial
companies, with 41 out of 51 companies delisted during the 2000-2007 period. Since then,
there have been 10 additional delistings.
Figure 12 shows some selected financial indicators for Portuguese non-financial firms in the
pre- and post- financial crisis periods. While the delisted companies in both periods are, on
average, similar in terms of size, companies delisted in the latter period have lower
performance and higher long-term indebtedness compared to the ones delisted during the
pre-crisis period. After the global financial crisis, possibly in a low interest rate environment,
companies seem to bear lower costs to reach out funding. On the other hand, stocks’ liquidity,
as calculated by the stock’s turnover ratio, deteriorates further in the latter period.
Figure 12. Selected financial indicators for companies that delisted
during the 2000-2007 and 2008-2018 periods
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Note: This figure shows the comparison between delisted firms from the Euronext Lisbon for the pre-crisis period
(2000-2007) and the post-crisis period (2008-2018). The financial indicators shown are median values calculated
the year before companies delisted.
Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.
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Since there were only 10 non-financial company delistings during the 2008-2018 period, it is
difficult to draw any general conclusions about their aggregate performance and leverage
using firm-level data. Hence, Figure 13 below focuses on the 41 non-financial firms that were
delisted between 2000 and 2007. It shows key financial indicators for Portuguese non-financial
delisted firms and compares them with new listings of non-financial firms (IPO firms) as well
as listed peers from the same industry (listed peers). For delisted firms and their listed peers,
indicators refer to one year prior to the delisting. For IPO firms, indicators refer to the first year
after the listing. Key findings include:


Firms leaving the public equity market were about 5 times smaller than the IPO firms
and 4 times smaller than their listed peers.



Sales growth one year prior to the delisting was significantly lower for delisted firms
than for their listed peers and IPO firms. In addition, they also showed weaker
performance compared to the two other groups of firms. The operating margin for
delisted firms was 3%, while it was 8% for IPO firms and listed peers. The
return-on-equity ratio showed a similar picture, delisted firms had a significantly lower
ROE ratio (6%) than IPO firms (8%) and listed peers (12%).



Portuguese delisted firms were not highly leveraged compared to IPO firms and listed
peers. In particular, delisted companies were characterised by lower debt ratios
compared to their listed peers, both in terms of short- and long-term debt. With respect
to the cost of debt, delisted firms had 2 percentage points higher cost of debt compared
to IPO firms and 1 percentage point higher cost than their listed peers.



Liquidity is measured by the turnover ratio calculated as the total value of shares
traded during the period divided by the average market capitalisation. With a turnover
ratio of 2%, the shares of delisted firms were significantly less liquid than the shares
of IPO firms (42%) and listed peers (111%). With respect to stock return volatility, the
shares of delisted firms had lower volatility compared to their listed peers.



Measured by analyst coverage, the financial visibility of delisted firms was significantly
lower (non-existent) for firms that left the public market, compared to the IPO firms.
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Figure 13. Key financial indicators of delisted firms,
IPO firms and listed industry peers, 2000-2007
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Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.
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3.3. Reasons for delisting in Portugal
As noted in Part II, delistings can broadly be classified as voluntary and involuntary. According
to the Portuguese Securities Law (Código dos Valores Mobiliários – “CVM”), any shareholder
that as the result of a takeover bid, directly or indirectly, holds, at the date of the takeover
result (i) at least 90% of the voting rights corresponding to the share capital and (ii) 90% of
the voting rights covered by the offer, has the right, within the following three months, to use
the squeeze-out rule (Art.194 CVM), causing an immediate delisting of the shares from the
Euronext Lisbon, without readmission for one year.
A delisting from the Euronext Lisbon may also occur as a result of the ceding of public
company status (Perda da qualidade de sociedade aberta) following a resolution taken at a
general meeting of shareholders by a majority of 90% of the share capital. Under the terms of
the provisions in Art. 29(2) CVM, the declaration of the loss of public company status by
CMVM implies the immediate exclusion of trading of the company’s shares on the stock
market. Again, a re-admission to trading is prohibited within one year.
Figure 14 presents the number of Portuguese delisted companies between 2000 and 2018
according to their reason for delisting. It reveals that involuntary delistings,
‘’Insolvency/Liquidation’’ and ‘’Due to market regulations’’ were rather insignificant. Instead,
almost all delistings were initiated by existing shareholders or through a change in the
ownership structure.
Figure 14. Delisting reasons of companies
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To explore the differences between the companies that delisted from the Portuguese stock
market through shareholder resolutions, mergers and acquisitions (M&A), Figure 15 repeats
the comparison for selected financial indicators presented in Figure 13. Again, companies
were divided into their delisting period, defined as the first period between 2000 and 2007,
and the second from 2008 to 2018. Note that since there were only a few delistings in the
second period, the data for that period should be interpreted with caution.
Figure 15 reveals two main differences between the companies that delisted due to
shareholder resolution and M&A over the 2000-2007 period. First, companies that delisted as
a result of a decision by the shareholder meeting were smaller than the companies that
delisted as a result of an M&A transaction. Second, measured by the total value of shares
traded to the market capitalisation (turnover ratio), the liquidity of the shares of M&A
Understanding Delistings from the Portuguese Stock Market

25

PART III. DELISTINGS FROM THE PORTUGUESE MARKET

companies were significantly higher. With respect to the performance measures, return on
equity was higher for the shareholder resolution group. The figure also shows the leverage
ratio defined as total financial debt over total assets and the cost of debt for the two groups.
And, both the leverage ratio and the cost of debt of the shareholder resolution group were
higher than those of the companies that delisted as a result of M&A transaction over the period
2000-2007 period.
Figure 15. Key financial indicators of firms that delisted during
the 2000-2007 and 2008-2018 periods, by delisting reasons
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few companies, the data for that period should be interpreted with caution.
Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.
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This part complements previous findings with the responses from delisted companies to the
OECD Survey on Access to Finance in Portugal. The questionnaire was sent to Portuguese
delisted firms that are still active. Figure 16 shows that out of the 91 Portuguese firms that
delisted from Euronext Lisbon during the period 2000-2018, 52 are still active, since most of
them were delisted due to an acquisition or a shareholder resolution. In particular, 18 out of
the 22 companies that went private after the financial crisis in 2008, are still active in 2018.
Figure 16. Number of delisted firms that are still active firms in 2018
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Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.

To understand their main rationale for being listed and the reasons behind their subsequent
delisting, a questionnaire was sent to 47 companies that were active as of end 2017. Out of
these 47 companies, 17 companies participated in the survey, including two companies that
are now subsidiaries of another company. Table 5 shows the industry distribution of these
active companies. More than two-thirds of the delisted companies from the basic material and
industrial industries were still active in 2017, while only 41% of the financial sector companies
remained active. Companies responding to the survey are predominantly from the consumer,
industrials and financials industries.
Table 5. Industry distribution of delisted companies that are still active in 2017

Basic Materials
Consumer
Energy
Financials
Industrials
Technology
Telecommunications Services

Number of delistings

Active firms

Ratio

12
30
1
27
12
2
2

8
17
1
11
9
0
1

67%
57%
100%
41%
75%
0%
50%

Number of companies
responded to survey
1
6
1
4
4
0
1

Note: The OECD Survey on Access to Finance in Portugal was conducted in 2018 and thus the questionnaire was
not sent to the five firms that delisted in 2018.
Source: CMVM, OECD-ORBIS Corporate Finance dataset, Thomson Reuters Datastream, see Annex for details.

Delisted Portuguese companies were asked to present their motivations for their listing
decision (Figure 17). According to the answers of 16 delisted companies, the most important
reason why they first decided to list seems to be the diversification of funding sources.
Following diversification, lowering the cost of capital was classified as important by 13
companies. Besides these two, better visibility and prestige, better access to capital market
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resources and raising new capital to fund growth and better external monitoring were also
recognised as important reasons for going public by more than half of companies.
Figure 17. Reasons for going public
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Source: OECD Survey on Access to Finance in Portugal.

With respect to the reasons why the company subsequently delisted, 14 companies
responded to the survey (Figure 18). Out of these 14 companies, 10 delisted following a
shareholder resolution and 4 following a merger or acquisition.
Low liquidity was mentioned by 10 companies as an important factor for delisting. In fact, all
but one company delisted by a shareholder resolution mentioned low liquidity as an important
factor in their delisting decision. Two companies also provided additional comments in the
survey that low liquidity was the single most important reason to delist from the market. This
is consistent with the findings in Figure 13 presented in Part III which shows that delisted firms
are the ones with lower turnover ratio compared to other firms. The second most important
factor mentioned was insufficient investor interest and recognition.
While 40% of the delisted companies mentioned compliance costs as an important reason for
the delisting decision, only 20% mentioned listing fees. Furthermore, companies did not find
financial distress as being relevant in their delisting decision. It is important to mention that
most Portuguese delistings occurred in the period before the 2008 financial crisis.
Figure 18. Reasons for delisting
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14 answers per item, average
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Source: OECD Survey on Access to Finance in Portugal.
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Corporations can also benefit from capital markets by issuing debt securities, including
corporate bonds, commercial papers and notes. To explore the use and perception of these
instruments, the delisted companies were also asked about the extent to which they have
issued debt before and after delisting and if they plan to issue debt securities in the next 3
years. Figure 19 shows that all of the 17 delisted companies who responded to this question
have issued debt securities in the past and out of those 17 companies, twelve companies
stated that they are planning to issue debt in the next 3 years.
Figure 19. Delisted companies’ use of debt securities market
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Plan to Issue Debt

The delisted companies were also asked which factors they believed would contribute to a
more successful stock exchange listing environment in Portugal. Their responses are
summarised in Figure 20. Flexible corporate governance requirements and the existence of a
well-established regulatory framework for alternative segments of the stock market (i.e. growth
markets) were indicated as important factors by all companies. In addition, better support for
market liquidity, tax incentives for investors and issuers, affordable advisory services and
increased institutional investors participation were stated as important factors by more than
90% of the companies.
Figure 20. Factors for creating a successful stock exchange listing environment for companies
in Portugal
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15 answers per item, average
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ANNEX - DATA SOURCES AND METHODOLOGY FOR DATA COLLECTION
A.1. Corporation data
The firm-level financial information data is based on Thomson Reuters Datastream database
(Datastream), complemented by OECD-ORBIS Corporate Finance database (Orbis). The list of
companies delisted from the Portuguese stock market has been constructed by using data from
Datastream and Orbis, and checked against Bloomberg to ensure accuracy. Variable definition is
shown in Table A1. All variables in this report are presented in 2018 EUR.
Aggregate variables
To construct aggregate ratios we require that each observation in order to be included in the
numerator and denominator has to have non-missing values. For example the aggregate ratio
∑ 𝑥𝑥𝑖𝑖,𝑡𝑡

of 𝑋𝑋/𝑌𝑌𝑡𝑡 = ∑𝑖𝑖

𝑖𝑖 𝑦𝑦𝑖𝑖,𝑡𝑡

where 𝑥𝑥𝑖𝑖,𝑡𝑡 ; 𝑦𝑦𝑖𝑖,𝑡𝑡 are non-missing for each 𝑖𝑖 𝑎𝑎𝑎𝑎𝑎𝑎 𝑡𝑡.

Firm-level variables
Firm-level variables are constructed in consistency with the aggregate ratios for comparison
purposes.
Table A1: Variable definition
Variable

Descriptions

Data Source

Total assets

Total assets in Million EUR 2018

Datastream/Orbis

Operating margin

(Operating earnings)/Sales

Datastream/Orbis

Return-on-equity

(Income before extraordinary items)
/(Common equity)

Datastream/Orbis

Long-term debt

(Long-term debt)/(Total assets)

Datastream/Orbis

Short-term debt

(Short-term debt)/(Total assets)

Datastream/Orbis

Cost of debt

(Interest payments)/(Total debt)

Datastream/Orbis

Leverage ratio

(Total debt)/(Total assets)

Datastream/Orbis

Cash ratio

(Cash and cash equivalents)/(Total assets)

Datastream/Orbis

Sales growth

(𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑡𝑡 −𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑡𝑡−1 )/𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑡𝑡−1

Datastream/Orbis

Turnover

(Total number of shares traded in one year)
/(Average number of shares outstanding)

Datastream

Annualised volatility

Standard deviation of monthly return of the share price
for the last 12 months

Datastream

Analyst coverage

Number of analysts following the firm based on
earnings per share (EPS) forecasts for the year

Thomson Reuters Eikon

A.2. OECD Capital Market Series dataset on public equity
The information on initial public offering (IPOs) and secondary public offerings (SPOs) presented in
Part I is based on transaction and/or firm-level data gathered from several financial databases, such as
Thomson Reuters Eikon, Thomson Reuters Datastream, FactSet and Bloomberg.
Considerable resources have been committed to ensuring the consistency and quality of the dataset.
Different data sources are checked against each other and, whenever necessary, the information is
also controlled against original sources, including regulator, stock exchange and company websites
and financial statements.
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Country coverage and classification
The dataset includes information about all initial public offerings (IPOs) and secondary public offerings
(SPOs or follow-on offerings) by financial and non-financial companies for 6 European economies
(Belgium, France, Germany, Italy, Netherlands, Spain and Portugal) and the United States for the
period from January 1995 to December 2018.
All public equity listings following an IPO, including the first time listings on an exchange other than the
primary exchange, are classified as an SPO. If a company is listed in more than one exchange within
180 days that transactions are consolidated under one IPO. The country breakdown is carried out based
on the domicile country of the issuer.
Currency conversion and inflation adjustment
The IPO and SPO data, and related financial statement data, such as total assets before offering, are
collected on a deal basis via commercial database in current USD values. The information is
aggregated at the annual frequency and, in some tables, presented at the year-industry level. Issuance
amounts initially collected in USD were adjusted by the US Consumer Price Index (CPI) and finally
converted to 2018 EUR using the average exchange rate EUR/USD for 2018.
Exclusion criteria
With the aim of excluding IPOs and SPOs by trusts, funds and special purpose acquisition companies
the following categories are excluded:
•
•
•
•
•
•
•
•
•
•
•
•

Financial companies that conduct trust, fiduciary and custody activities
Asset management companies such as health and welfare funds, pension funds and their third-party
administration, as well as other financial vehicles
Companies that are open-end investment funds
Companies that are other financial vehicles
Companies that are grant-making foundations
Asset management companies that deal with trusts, estates and agency accounts
Special Purpose Acquisition Companies (SPACs)
Closed-end funds
Listings on an over-the-counter (OTC) market
Security types classified as “units” and “trust”
Real Estate Investment Trusts
Transactions with missing or zero proceeds
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