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Key Insights
SPACs (Special Purpose Acquisition Company) are companies created and listed on an 
exchange with the purpose of buying a growth company later. SPACs were derived as an 
easy way for companies to go public and avoid a long and sometimes difficult quotation 
process. SPACs are not new, but they have become very popular over the last couple of 
years. The abundant market liquidity and the return of a pro-risk environment, after the 
worst of the COVID crisis, have contributed to the growth of the market and to the rising 
euphoria that has benefitted SPACs. 

After a record year in 2020, in Q1 2021 the IPOs of almost 300 SPACs raised nearly 
$100 billion surpassing the overall amount recorded in 2020 and now represents over 
two thirds of the total value of IPOs in the US market. Amid great market euphoria 
and spectacular growth, the SPACs phenomenon has attracted many investors. Some 
sponsors have also involved celebrities1 in deals and their presence has further driven 
appetite among retail investors, who are not always capable of understanding the 
structure, costs and risks associated with SPACs.

Most recently, SPACs have made the news headlines as their extraordinary growth has 
come under pressure. The fact that some SPAC mergers announced didn’t come out 
as expected has put pressure on their performance, with the IPO SPAC index in bear 
territory (with losses above 20% since their peak), despite a positive YTD performance 
for the overall market.

The SPACs phenomenon is now reaching a tipping point. The already mentioned 
resetting of market performance comes at a time of greater scrutiny from the Securities 
and Exchange Commission (SEC) that has already started to issue some warnings 
for investors and is questioning some SPAC practices. The SEC intervention is further 
freezing new IPOs and giving time to the overall SPAC business to reassess the way 
forward.

So far, SPACs have most benefitted sponsors and investors with a short-term horizon 
(arbitragers) and investment banks that earn fees in the IPO and merger process. The 
excess market euphoria, in fact, has driven price appreciation in advance of mergers, 
while post mergers performance has been more disappointing therefore hurting long-
term investors. The Q1 2021 trend suggests that some excesses are being cleaned up and 
investors are becoming more cautious and selective. This is leading to rising divergences: 
SPACs with excessive pre-merger performance driven by rumours are correcting, while 
the most successful SPAC mergers are delivering positive performances.

In our view, this tendency will further strengthen over the next few months as more than 
400 SPACs look for target companies to merge and investors start to be more nervous, 
looking for performance as with rising yields, bond market alternatives become more 
appealing (compared with parking money in a SPAC and waiting for a deal).

We believe cautiousness should remain at the forefront for the time being, as the market 
goes through this phase of maturation, in particular among retail investors. From a long-
term investor’s perspective, while we recognise some benefits of SPACs for allowing a 
faster entrance to the market and a wider spectrum of companies that can go public, we 
believe that the current structure of SPACs favours more short-term speculative trades. 
It is less favourable for fundamental investors who look at business models, growth 
perspectives and at a company’s ESG (Environmental, Social and Governance) profile to 
build an investment case.

At the end of this transition process, we believe that SPACs will be more specialised 
and will provide higher visibility on sectors of target companies and better financial 
disclosure. All these improvements will make the SPAC market more resilient and mature 
and potentially more appealing for long-term investors.

“This is the end of 
SPAC excess and the 
evolution towards 
a more mature and 
specialised market.
In this transition 
process, divergences in 
fortune of SPACs will 
further intensify.”

Vincent  
MORTIER
Deputy Chief  
Investment Officer

1Celebrities include Shaquille O’Neal, Paul Ryan, Colin Kaepernick, Jennifer Lopez, Jay-Z, Serena Williams.
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SPACs: the GOOD, the BAD and the UGLY
SPACs (Special Purpose Acquisition Company) have been around for almost three 
decades2, but their popularity has risen dramatically in recent years.

A SPAC is a company created with the purpose of going through an IPO (Initial Public 
Offering) and raising capital in order to buy a target company within a pre-set period 
(usually 18 to 24 months). Given this structure, a SPAC is usually referred to as a “Blank 
Check” company as, at the time of listing, it does not have any specific commercial 
activity and there is no visibility on the future target company (for further information 
on SPACs functionality see the Appendix at the end of this document). 

SPACs have recently made the news headlines as their volume has skyrocketed since 
2020. In fact, in Q1 2021 about 300 SPACs were launched in the US, raising almost $100 
billion and surpassing the overall amount raised in 2020, that was already a record year. 
Not only have the volumes of SPACs and the number of deals been growing, but they 
have also become a large portion of US IPOs, accounting for 72% of the number of IPOs 
in Q1 2021 and 66% of their value. 

Claudia  
BERTINO
Head Investment 
Insights Unit

Laura  
FIOROT
Deputy Head Investment 
Insights Unit

With the contribution of 
Bastien DRUT 
Senior Strategist at  
CPR AM 

The fact that some hedge funds and bank veterans have launched SPACs has further 
reinforced the trend and the visibility of this type of instrument and has also attracted 
some less experienced players into the arena. 

SPACs certainly offer some advantages for companies that wish to go public and for 
investors looking for investments with potential growth similar to private-equity-type 
targets, but they are also raising some concerns that investors should consider.

Figure 1. SPAC issuance has skyrocked and it represents the majority of US IPOs 
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2SPACs were invented by investment banker David Nussbaum and lawyer David Miller in 1993.
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The GOOD: the four main benefits of 
SPACs for companies and investors

1

For investors: The structure of shares + warrants + right to redeem 
before the merger. 
SPACs can offer an attractive value proposition. In a SPAC IPO investors 
receive shares and also free warrants that offer an additional potential 
income to investors. Investors also have the right to redeem their 
shares before the merger if they don’t feel that the target company 
business case suits their investment objectives, therefore limiting the 
downside risk before the merger occurs.

2

For companies: Fixed pre-negotiated valuations with less volatility 
after the IPO. 
In a SPAC merger, the target private company can negotiate its own 
valuation with the sponsors and the valuation is fixed and not subject 
to any market volatility, as is the case of an IPO valuation. The valuation 
has to be appropriate, as SPAC shareholders will have to approve the 
deal.

3

For investors and companies: SPACs can allow a larger universe 
of companies to list, that otherwise would be excluded through a 
normal IPO process. 
SPACs can offer a shorter and easier way to go public that can benefit 
smaller companies or foreign companies, for example in the IT sector, 
that wish to list on a US exchange. Investors can access a wider range 
of companies that otherwise would be available only in the less liquid 
private markets. 

4

For investors and companies: SPACs allow for forward looking 
projections not allowed in IPOs. 
This is not possible in a traditional IPO. Conversely, as a SPAC is a 
merger, they are allowed to provide investors with projections on the 
post-merger company expectations. This is particularly relevant for 
companies active in business but not yet profitable and gives investors 
an additional element to consider. Yet, investors should be careful in 
judging these projections.

“SPACs offer a faster 
and easier way to go 
public and with the 
potential to value a 
company on the basis of 
future projections and 
with a fixed valuation.”

“Investors can benefit 
from a wider universe 
of high growth global 
companies that are 
listed on an exchange 
and participate in 
their growth. 

They are further 
incentivised by the 
usual presence of 
warrants issued 
with shares and the 
possibility to redeem 
before a merger occurs.”
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The BAD: the four main criticisms to 
SPACs

1

SPAC investors don’t know what they are investing in. 
Being a blank check company, investors are subscribing to a SPAC 
IPO without any disclosure regarding the future business. While they 
have a right to redeem their shares before the merger, retail investors 
may still enter into an investment they are not knowledgeable 
about, sometimes attracted by celebrity involvements in the SPAC 
sponsorship. The SEC has warned3 about this subject and is starting to 
scrutinise this business further, hence potentially leading to changes in 
regulation (also see next chapter).

2

Potential conflict of interest for sponsors due to the two-year 
timeline to find a deal. 
The two-year deadline may force deals when they’re not really 
compelling for investors in order to avoid the returning of capital to 
investors at the deadline set in the prospectus for finding a target 
company. This has been confirmed by some academic studies showing 
that the performance relating to operations closed near the deadline 
are less favourable4. 

3

Costs may be underestimated. 
Investors in SPACs can come out with a good return at the time of 
the merger (these usually do well), while still retaining “free” warrants. 
This dilutes the shares of the SPAC at the time of the merger. A recent 
academic study shows that for the median transaction, for a SPAC 
which raised $10 per share, there is only $6.67 per share of cash at the 
time of the merger: to replace the cash “lost” during the redemptions, 
SPACs raise funds from other investors or the sponsor5.

4

Excess euphoria in the SPACs’ IPO process and pre-merger phase 
may benefit investors that redeem their shares more than investors 
that participate in the merger. 
In the past, the performance of SPACs has tended to be higher 
before a merger as the price moves on rumours of a potential merger, 
sometimes without any major details about the deal. This is a typical 
sign of excess euphoria and has led to some spectacular price resetting 
once the details of the deals were available. 

“Most criticisms of 
SPAC are particularly 
relevant for retail 
investors. The fact that 
at launch SPACs are 
blank check companies, 
and that retail investors 
may be tempted to 
enter the market on the 
basis of excess euphoria 
driven by market 
rumours or by celebrity 
involvement, is a key 
risk that the SEC has 
recently highlighted.”

“Regarding a SPAC’s 
structure, there could 
be a potential conflict of 
interest around a SPAC 
timeline and costs may 
be higher than expected 
due to dilution effects. 
These are all elements 
that investors should 
consider when investing 
in these instruments.”

3https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-alerts/celebrity
4https://ore.exeter.ac.uk/repository/bitstream/handle/10871/25163/Manuscript_4.pdf?sequence=1&isAllowed=n
5https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3720919 
https://corpgov.law.harvard.edu/2020/11/19/a-sober-look-at-spacs/#:~:text=The%20primary%20source%20of%20SPACs%E2%80%99%20
high%20cost%20and,do%20not%20contribute%20cash%20to%20the%20eventual%20merger.

https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-alerts/celebrity
https://ore.exeter.ac.uk/repository/bitstream/handle/10871/25163/Manuscript_4.pdf?sequence=1&isAllowed=n
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3720919
https://corpgov.law.harvard.edu/2020/11/19/a-sober-look-at-spacs/#:~:text=The%20primary%20source%20of%20SPACs%E2%80%99%20high%20cost%20and,do%20not%20contribute%20cash%20to%20the%20eventual%20merger.
https://corpgov.law.harvard.edu/2020/11/19/a-sober-look-at-spacs/#:~:text=The%20primary%20source%20of%20SPACs%E2%80%99%20high%20cost%20and,do%20not%20contribute%20cash%20to%20the%20eventual%20merger.
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The UGLY: the four rising trends challenging 
the SPACs boom

1

Increased regulation on the horizon.
With the SPAC boom, SPAC litigations both post and pre-merger 
have been rising, attracting the attention of the SEC (that has recently 
started to warn investors about some key aspects of SPACs). 

A first warning focuses on financial disclosure elements pre and post-
merger6. A second warning, already mentioned, is about the role 
of celebrity sponsorship and the risk for retail investors attracted 
by their presence. The last, most recent, concerns the accounting 
around SPAC warrants. In particular: “in a recent statement, Acting 
Chief Accountant Paul Munter highlighted a number of important 
financial reporting considerations for SPACs. Among other things, 
that statement highlighted challenges associated with the accounting 
for complex financial instruments that may be common in SPACs7”.

2

SPAC short selling is on the rise.
Given the fact that some SPAC prices rose excessively, mainly backed 
by promising projections that were rapidly reset after a merger, the 
number of players that have started to bet against SPACs is rising 
significantly8. While this may help to counteract the trend of excess 
euphoria, a rapid rise in short selling may harm potentially profitable 
investments and lead to downward price pressure on the overall SPAC 
market.

3

Large supply of SPACs in search of targets.
Currently, more than 400 SPACs, with over $140 billion9 held in trust 
and ready to invest, are searching for target companies to buy. SPACs 
already accounted for more than 25% of the M&A activity in the US 
in Q1 202110 and we expect this trend to continue. With increased 
regulation on the horizon, the timeline of the merger might increase 
and financial disclosures will be in focus. Investors will also need to be 
more careful in assessing the quality of the proposed mergers.

4

Rising bond yields could challenge SPAC attractiveness.
On top of fees, the cost that SPAC investors bear is an opportunity 
cost, as they are literally parking their money until a deal is found. In 
times of uncertainty and extremely low bond yields as in 2020 this was 
not an issue. With extremely low Treasury yields, the potential upside 
offered by the warrant in the SPAC offered some additional appealing 
yield. As yields start to rise, investors may be tempted to re-enter 
the bond market instead of parking their money in SPAC, especially if 
there are rising doubts from regulators. 

“The SEC has started 
to scrutinise SPACs 
following a rise in 
litigation. Some recent 
actions also focus on 
financial disclosure 
practices and the 
accounting treatment 
of warrants. These 
actions might cool down 
the recent boom in 
SPAC IPOs.”

“More than 400 SPACs 
are looking for target 
companies to merge 
with. The terms of 
mergers and target 
companies will be 
under the spotlight as 
investors are starting to 
look for performance to 
materialise from their 
SPAC investments.”

6https://www.sec.gov/corpfin/disclosure-special-purpose-acquisition-companies
7https://www.sec.gov/news/public-statement/accounting-reporting-warrants-issued-spacs?utm_medium=email&utm_source= 
govdelivery
8https://www.ft.com/content/c94f51f5-c042-42a6-8ba1-81b5672d2820 
https://www.wsj.com/articles/short-sellers-boost-bets-against-spacs-11615714200
Source: https://www.spacresearch.com/ Data as of 13 April 2020.
https://www.ft.com/content/bacdf86f-e786-4439-966e-f5958adb1c59

https://www.sec.gov/corpfin/disclosure-special-purpose-acquisition-companies
https://www.sec.gov/news/public-statement/accounting-reporting-warrants-issued-spacs?utm_medium=email&utm_source=govdelivery
https://www.sec.gov/news/public-statement/accounting-reporting-warrants-issued-spacs?utm_medium=email&utm_source=govdelivery
https://www.ft.com/content/c94f51f5-c042-42a6-8ba1-81b5672d2820
https://www.wsj.com/articles/short-sellers-boost-bets-against-spacs-11615714200
https://www.spacresearch.com/
https://www.ft.com/content/bacdf86f-e786-4439-966e-f5958adb1c59
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SPAC performance increasingly under 
pressure
With the record high volume of blank check companies entering the market recently 
there are many voices suggesting a SPAC bubble may be about to burst. Actually, there 
are some signs that SPACs have reached a tipping point, particularly when looking at 
performances. 

We have compared the general market performance (see Figure 2) of the US IPO index 
vs the SPAC IPO Index and the general US market performance represented by the 
S&P500 and the technology sector via the NASDAQ index over the past year and since 
the start of 2021. Over the last 12 months all indices had positive returns, with an upward 
trend being pronounced until mid-February 2021. Since then, despite the still positive 
performance of the overall market (S&P500 and NASDAQ indexes), the IPOs indices 
started to underperform. Most recently, in April, the IPO index recovered its YTD losses, 
while the SPAC IPO index remained in bear territory, with a loss from its peak at -28% (at 
April 19th). 

This recent underperform is putting pressure on SPACs to deliver on their promises.

“SPACs have reached 
a tipping point. 
A first signal comes 
from performance. 
In fact, despite still 
positive performance 
for the market and a 
fast recovery for the 
overall IPO index, 
the SPAC IPO index 
has not shown any 
sign of improvement 
and remains in bear 
territory.”

11https://www.renaissancecapital.com/IPO-Center/News/71816/Updated-SPAC-returns-fall-short-of-traditional-IPO-returns-on-average

One of the major criticisms recently posed about SPACs relates to their performance 
being lower in comparison to traditional IPOs. 

When looking at historical performance, this trend appears to be confirmed by an industry 
study comparing SPAC returns with average IPO returns11.

Figure 2. SPAC IPO vs Market IPO vs Market, 1 Year and YTD performance
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Source: Amundi on Bloomberg. Data as of 19 April 2021. The Indxx SPAC & NextGen IPO Index is a passive rules-based index that tracks the 
performance of the newly listed Special Purpose Acquisitions Corporations (“SPACs”) ex- warrant and initial public offerings derived from 
SPACs since August 1, 2017. The Renaissance IPO Index is a divers. portfolio of US-listed newly public companies that provides exposure to 
securities under-represented in broad benchmark indices. IPOs that pass a formulated screening process are weighted by float, capped 
at 10% and removed after two years.

250

225

200

175

150

125

100

75

130

120

110

100

90

80

 S&P500 Index   NASDAQ 100 Index   SPAC & NextGen IPO Index   Renaissance IPO Index

A
p

r-
20

Ju
n-

20

A
ug

-2
0

O
ct

-2
0

D
ec

-2
0

F
eb

-2
1

Ja
n-

21

F
eb

-2
1

M
ar

-2
1

A
p

r-
21

1 Year Performance YTD Performance

https://www.renaissancecapital.com/IPO-Center/News/71816/Updated-SPAC-returns-fall-short-of-traditional-IPO-returns-on-average


INVESTMENT INSIGHTS BLUE PAPER | MAY 2021

8	 For Professional Investors Only
 

Figure 3. Return analysis for investors in SPAC companies taken public or liquidated 
from Jan 1, 2019 to Jan 22, 2021

800%

600%

200%

150%

100%

50%

0%

-50%
	 0%	 50%	 100%	 150%	 200%	 800%	 1000%

Standard Deviation

Source: Amundi on JPMorgan, “Hydraulic Spacking: The SPAC capital raising boom, and …”, February 2021. Past performance does not 
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SPACs performance has mainly benefitted sponsors and arbitragers 
in the past
A recent JPMorgan study12 on the performance of SPACs over the last two years has 
highlighted key differences in the performance experienced by different types of 
investors. In particular, the key winners have been sponsors, with stellar performance. A 
second group of investors that benefitted from SPACs have been the so-called “SPAC 
Arb investors”. They are usually hedge funds or other institutional investors that opt to 
redeem their shares before the merger and that also sell the warrant before the merger. 
While the performance of this second group of investors has been much lower compared 
to sponsors, they have usually made very positive gains with low variability compared to 
the results of other investor groups and within a shorter horizon, as they have held their 
shares just up to the merger. Performance for buy and hold investors has also generally 
been quite good overall, although less so when compared to the performance of the 
Russell 2000 Growth Index. Finally, the investors that experienced the worst returns, also 
considering the variability of returns (standard deviation within the investment group) 
have been those that entered “buy & hold” post-merger.

“SPACs have overall 
delivered positive 
performance for all 
investors over the last 
two years. Sponsors 
have been the main 
gainers, arbitragers 
have been the ones with 
the best risk- adjusted 
return profile, while 
investors that entered 
post-merger have 
benefitted the least.”

Table 1. Takeaways from Renaissance Capital’s study of SPAC performance after mergers

1 Underperformance: 2015-2020 SPAC IPOs have underperformed post-merger

2 Recent improvement: SPAC mergers in 2019-2020 have outperformed those 
in 2016-2018

3 Pre-merger performance: SPACs with pending mergers have performed 
better than SPACs post-merger

4 Size matters: Larger SPAC mergers have outperformed smaller transactions

5 Sector differences: Healthcare and tech-focused SPACs have outperformed; 
energy has underperformed

Source: Renaissance Capital. Data as of 31 September 2020.

“Looking at historical 
studies on SPAC 
performances vs IPOs 
there is evidence 
that SPACs have 
underperformed, 
although this trend did 
improve in 2019-2020.”

12Source: JPMorgan, “Hydraulic Spacking: The SPAC capital raising boom, and …” February 2021.
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A maturing industry can help improve SPAC performance, including 
post-merger
The announcement that the Singapore-based Grab Holdings is going to become the 
largest ever SPAC merger with a value of almost $40 billion is an illustration of the 
potential that SPACs offer. This company, called Southeast Asia Uber, is a highly promising 
business, that otherwise would have been unlikely to have made its way into a US public 
market. 

The case study of Grab is also interesting regarding the performance behaviour of 
Altimeter Growth Corp., the SPAC entering the deal. In fact, the shares of Altimeter rose 
on rumours of the possible announcement, but far below the movement seen in the 
past in relation to the pre-announcement phases of other SPACs. Recent cases of pre-
announcement rises resulted in losses ex-post and investors are therefore starting to be 
more cautious compared to past excess euphoria. 

In fact, the maturing of the market is helping to clean up some of this excess and may 
lead to improvements in SPAC performance. In Q1 2021, according to PWC, the SPACs 
that completed their mergers shown a healthy return of 27%, outperforming the IPO 
sector returns and more than the market return in general. So, this means that the overall 
negative performance experienced by the market (see previous chapter and Figure 2) may 
be due to the reassessment of excess performance in pre-merger phases (representing 
the majority of the market at the moment), while in contrast, successful mergers proved 
to be profitable for investors.

“Price action in Q1 
2021 showed that 
the excess euphoria 
in the pre-merges 
phase is dampening, 
while companies that 
actually deliver mergers 
are enjoying positive 
performance.”

13https://www.sec.gov/news/public-statement/spacs-ipos-liability-risk-under-securities-laws

The reassessment of the industry is likely to continue, as new SPAC IPOs are taking a 
pause. SPAC IPOs are cooling down, with new IPOs announced in the US literally falling 
to 0 in April, after a meagre 14 in March versus more than 200 in January and February 
combined. We believe this trend is likely to continue given the recent intervention from 
the SEC. In particular, the recent announcement on the revision of the treatment of 
warrants is further freezing new IPOs, as advisers and lawyers are waiting for more clarity 
on rules going forward. 

We also welcome the spotlight from the SEC on SPACs and on the potentially misleading 
projections made at the time of the mergers13 as this should push further in the direction 
of greater responsibility in terms of financial disclosure. All these measures should help 
the maturing process and lead to SPACs increasingly benefiting long-term buy and hold 
investors.

Figure 4. SPAC mergers outperformed IPOs and indexes in Q1 2021
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Source: PWC analysis and S&P Capital IW, IPO returns exclude SPACs, SPAC mergers represent all SPACs that completed mergers in 2021  
and the returns are measured from IPO date to 31 March 2021. https://www.pwc.com/us/en/services/deals/capital-markets-watch-
quarterly.html

https://www.sec.gov/news/public-statement/spacs-ipos-liability-risk-under-securities-laws
https://www.pwc.com/us/en/services/deals/capital-markets-watch-quarterly.html
https://www.pwc.com/us/en/services/deals/capital-markets-watch-quarterly.html
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Investors should increase scrutiny in SPAC sponsors and structures
In general, we believe that investors still willing to participate in the SPAC business should 
be very careful. They should allocate only a marginal part of their portfolio to SPACs, do 
proper due diligence on the sponsors and the SPAC structure and carefully assess the 
possibility of redeeming before a merger if it is not a valuable one. 

Some research in the direction of greater scrutiny about how SPACs are built already 
points to possible higher performance and lower risk depending on some features of 
the SPAC. A recent study by McKinsey shows that what they call “Operator-led” SPACs 
(SPACs whose leaders have significant operating experience, versus purely financial or 
investment experience) enjoyed better performance compared to the overall market and 
other SPACs. This is mainly driven by the fact that these experts tend to operate on a 
specific industry that they are highly knowledgeable about and they also take on roles in 
the post-merger company (chair or vice chair role), putting their expertise at the service 
of the newly formed company. 

“Moving ahead 
investors should 
scrutinise in depth the 
SPAC structure and its 
sponsors’ expertise.
We share the view 
from McKinsey that 
more specialised SPAC 
sponsors, who take 
an active role post-
merger, will likely 
keep a competitive 
advantage.”

Conclusion
The current reassessment of the SPAC phenomenon is accelerating further due to the 
rising focus from the SEC. This will likely lead to a pause in new filings and some changes 
in current market practices. The most expert sponsors will emerge as winners, while 
inexperienced ones, that entered the market on the wave of the SPAC success, will be 
challenged.

In this maturing process, we believe SPACs will survive and the market will become more 
efficient, but while this process unfolds, investors (particularly retail ones) should be very 
cautious.

Once current market excess is reabsorbed, the SPAC market will likely end up being 
more specialised, providing some higher visibility on industries of focus and with better 
practices in terms of the financial disclosure of target companies. Until then prudence 
is paramount, but we should not move from one excess to another, demonising an 
investment vehicle that has demonstrated strong potential. 

“After the current 
clean-up of market 
excess, the most expert 
sponsors will emerge 
as winners, while 
inexperienced ones, 
that entered the market 
on the wave of the 
SPAC success, will be 
challenged. Until this 
process is over investors 
should be cautious on 
SPACs.”

Figure 5. Operator-led SPAC outperformance

SPAC share-price performance,1 index (100 = market index2)
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Source: McKinsey, “Earning the premium: A recipe for long-term SPAC success”, September 2020.
1SPACs = special-purpose acquisition companies. Data covers 36 SPACs of  $200 million that sucessfully merged during 2015–2019 and 
have 12 months of trading history.
2Refers to S&P 500 sector indexes (eg. for healthcare or consumer-discretionary sector) matched to IPO’s sector. SPACs were compared 
with S&P 600 midcap-sector indexes to reflect smaller company size.
3IPOs were compared with S&P 500 sector indexes and do not include investment funds (eg. SPACs, exchange-traded funds, real-estate 
investment trusts).
Source: S&P Capital IO; McKinsey analysis.
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APPENDIX - SPACs at a glance
The role of the SPAC sponsor
In the creation of a SPAC, sponsors play a key role. The Sponsor can be one or more 
experienced executives in a certain industry, a company or even private equity or hedge 
fund. They provide part of the initial capital and, as remuneration for their activity, they 
gain a higher share of the SPAC, usually around 20% and additional warrants. Their role 
is initially to promote the SPAC to investors for the IPO and subsequently to search for 
potential target companies. They should also commit to the SPAC for a certain time-
horizon, as their promoted shares usually can’t be sold for a period of one year after the 
merger or they can sell them if the share price reaches a certain target.

The SPAC IPO process
The SPAC IPO is usually quite straightforward; the documentation on the company mainly 
concerns the structure of the SPAC as there is no business data to be shown.

The SPAC initial price is usually set at $10 per unit, and the IPO proceeds are held in a 
trust and invested in short-term Treasuries until the company finds a target to acquire. 

SPAC warrants
The unit price of a SPAC is usually set at $10 and it includes a warrant that allows the 
investors to purchase a share of the stock. The warrant for example can be exercisable at 
$11.50 per share and it can have a specific horizon; for example 30 days after the merger 
transaction or twelve months after the SPAC IPO.

Figure 6. SPACs explained 

Source: Amundi. For illustrative purposes.
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The SPAC timeline
The SPAC has usually a maximum of 24 months to find a target to buy and gain the 
approval from the shareholders for the merger, otherwise it will have to return the capital 
to the shareholders.

Figure 7. SPAC timeline

Source: PWC.14 *For illustrative purposes, the SPAC life cycle presented is based ona 24 month fimeline to complete a merger.

SPAC performance
SPAC performance after IPO differs quite significantly from a traditional IPO. In fact, SPACs 
initially trade close to a short-term Treasury as the company has not given any detail 
yet on the possible acquisition. In contrast, a traditional IPO will deliver its performance 
directly upon listing and may be very volatile just after. 

After this initial phase, once the company enter negotiations with a target company, 
SPAC prices start to price in the possible acquisition. After the merger is effective, the 
price will move, as with any traditional listed company, in line with the company news and 
the business results announced. 
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Figure 8. Example of a SPAC price movement 
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14https://www.pwc.com/us/en/services/audit-assurance/accounting-advisory/spac-merger.html#:~:text=Special%20purpose% 
20acquisition%20companies%20(SPACs)%20have%20become%20a%20preferred%20way,sponsors%20to%20take%20companies%20
public.&text=Subsequently%2C%20an%20operating%20company%20can,of%20executing%20its%20own%20IPO

https://www.pwc.com/us/en/services/audit-assurance/accounting-advisory/spac-merger.html#:~:text=Special%20purpose%20acquisition%20companies%20(SPACs)%20have%20become%20a%20preferred%20way,sponsors%20to%20take%20companies%20public.&text=Subsequently%2C%20an%20operating%20company%20can,of%20executing%20its%20own%20IPO
https://www.pwc.com/us/en/services/audit-assurance/accounting-advisory/spac-merger.html#:~:text=Special%20purpose%20acquisition%20companies%20(SPACs)%20have%20become%20a%20preferred%20way,sponsors%20to%20take%20companies%20public.&text=Subsequently%2C%20an%20operating%20company%20can,of%20executing%20its%20own%20IPO
https://www.pwc.com/us/en/services/audit-assurance/accounting-advisory/spac-merger.html#:~:text=Special%20purpose%20acquisition%20companies%20(SPACs)%20have%20become%20a%20preferred%20way,sponsors%20to%20take%20companies%20public.&text=Subsequently%2C%20an%20operating%20company%20can,of%20executing%20its%20own%20IPO
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Important information
Diversification does not guarantee a profit or protect against a loss.

The MSCI information may only be used for your internal use, may not be reproduced or redisseminated in any 
form and may not be used as a basis for or a component of any financial instruments or products or indices. None 
of the MSCI information is intended to constitute investment advice or a recommendation to make (or refrain 
from making) any kind of investment decision and may not be relied on as such. Historical data and analysis 
should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. 
The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk 
of any use made of this information. MSCI, each of its affiliates and each other person involved in or related to 
compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims 
all warranties (including, without limitation, any warranties of originality, accuracy, completeness, timeliness, 
non-infringement, merchantability and fitness for a particular purpose) with respect to this information. 
Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, 
special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.  
(www.mscibarra.com). 

In the European Union, this document is only for the attention of “Professional” investors as defined in Directive 
2014/65/EU dated 15 May 2014 on markets in financial instruments (“MIFID”), to investment services providers 
and any other professional of the financial industry, and as the case may be in each local regulations and, as far 
as the offering in Switzerland is concerned, a “Qualified Investor” within the meaning of the provisions of the 
Swiss Collective Investment Schemes Act of 23 June 2006 (CISA), the Swiss Collective Investment Schemes 
Ordinance of 22 November 2006 (CISO) and the FINMA’s Circular 08/8 on Public Advertising under the 
Collective Investment Schemes legislation of 20 November 2008. In no event may this material be distributed 
in the European Union to non “Professional” investors as defined in the MIFID or in each local regulation, or 
in Switzerland to investors who do not comply with the definition of “qualified investors” as defined in the 
applicable legislation and regulation. This document is solely for informational purposes. It does not constitute 
an offer to sell, a solicitation of an offer to buy, or a recommendation of any security or any other product 
or service. Any securities, products, or services referenced may not be registered for sale with the relevant 
authority in your jurisdiction and may not be regulated or supervised by any governmental or similar authority 
in your jurisdiction.

Furthermore, nothing in this document is intended to provide tax, legal, or investment advice and nothing in 
this document should be construed as a recommendation to buy, sell, or hold any investment or security or 
to engage in any investment strategy or transaction. There is no guarantee that any targeted performance or 
forecast will be achieved.

Amundi accepts no liability whatsoever, whether direct or indirect, that may arise from the use of information 
contained in this material. Amundi can in no way be held responsible for any decision or investment made on 
the basis of information contained in this material. The information contained in this document is disclosed to 
you on a confidential basis and shall not be copied, reproduced, modified, translated or distributed without 
the prior written approval of Amundi, to any third person or entity in any country or jurisdiction which would 
subject Amundi or any of “the Funds”, to any registration requirements within these jurisdictions or where 
it might be considered as unlawful. Accordingly, this material is for distribution solely in jurisdictions where 
permitted and to persons who may receive it without breaching applicable legal or regulatory requirements. The 
information contained in this document is deemed accurate as at the date of publication set out on the first page 
of this document. Data, opinions and estimates may be changed without notice. You have the right to receive 
information about the personal information we hold on you. You can obtain a copy of the information we hold on 
you by sending an email to info@amundi.com. If you are concerned that any of the information we hold on you 
is incorrect, please contact us at info@amundi.com. Document issued by Amundi Asset Management, “société 
par actions simplifiée”- SAS with a capital of €1,086,262,605 - Portfolio manager regulated by the AMF under 
number GP04000036 – Head office: 90 boulevard Pasteur – 75015 Paris – France – 437 574 452 RCS Paris –  
www.amundi.com Photo credit: iStock/Getty Images Plus - Nora Carol Photography. Unless otherwise stated, 
all information contained in this document is from Amundi Asset Management S.A.S. and is as of 31 March 2021.

Date of first use: 30 April 2021.
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