LIC falls on Day One,
but market hopeful

Stock debuts at ¥867.20, an 8.62% discount to the [PO allotment price
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hares of state-run Life
Insurance Corp. of India
(LIC)fell 8.62% on market
debut on Tuesday despite
investors bidding for
nearly three times the shares on

offer in India’s largest initial public -

offering that saw the government-
netting 321,000 crore.

The stock debuted on exchanges
at¥867.20,adiscounttoitsIPOallot-
ment price of¥949, as weak investor
sentiment and market volatility in‘
recent days took a toll on thelisting
of the insurance behemoth. The
nation’sbiggest insurer ended trad-
ingat 875.25 andisvalued ataround

%5.54 trillion, making it India’s fifth-~

most valuable company.
“The subdued listing of LIC is in

line with expectationsin contextto

the drop in market dynamics from
the opening of the IPO to the listing
date,” said Vinod Nair, head of
research at Geojit Financial Servi-
ces. The listing price, according to
Nair, has fallen in tandem with the
fall of insurance sector valuations.
LIC'stepid debut came inevenas
the broader stock market surged
2.54%,led by arally in metal stocks.
The IPO was subscribed nearly

three times as policyholders and
retail invest/ove%i)d for the shares,

"LIC ended trading at ¥875.25 and is valued at Z5.54 tn, making it India’s fifth-
most valuable firm. A look at the listing day performance of top IPOs in India:
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attracted by a 45-60 discount
offered by the government.

While the listing hasbeen tepid,
analysts maintained a positive view
of the company’s prospects.

“Though LIC listing has been
below the issue price 0of X949, given
the attractive valuations and stabil-
ity in the markets, we expect some
buying interest in the stock both
from retail and institutional inves-
tors,” said Hemang Jani, head of
equity strategy, broking and distri-

bution at Motilal Oswal Fmanmal
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The stock touched a high of X920
inintraday tradingbut7.77%below
itsissue price.

B. Gopkumar, managing director
and CEO of Axis Securities, said,
“While LIC debuted at a slight dis-
count to its issue price, investors
should not look to exit at current
levels and hold the stock from a
medium- to long-term perspec-
tive.”

Expertssaid LIC continuestobea
goodbetinthelongtermasitisaplay
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on the growth story of the
under-penetrated life insur-
ance industry.

“Its sustained market leader-
ship position, robust pan-India
distribution network, and shift-
ing focus towards profitable
products, thus supporting mar-
gins and improving persistency
ratios, will collectively make LIC
an attractive pick,” Gopkumar
said.

Geojit’s Nair said that LIC
could perform well when thereis
abounceinthe market and posi-
tive performance in the insur-
ance sector. While fundamentals
remain strong and LIC is
expected to continue benefiting
in the under-penetrated insur-
ance market through its strong
brand and distribution network,
the company may need to work
onsome areas too.

LIC traditionally has largely
sold just one product—partici-
pating (PAR) policies that give
policyholdersashare of the prof-
its of the insurance firm. The
company is set to increase its
share of non-participating pure
protection products, which cur-

rently form just5-6% ofits prod- ‘
uct portfolio, analysts said.
‘ “However, the ability to sell
high-margin non-par prod-
ucts—as opposed to par prod-
ucts that provide policyholders
a significant share of pohcy
holder’s surplus—wﬂl requirea
change in the mindset of the
organization and its agency
force, which could be LIC’s big-
gestchallenge in ourview,” said
gnalysts at Macquarie Research
inareport dated 17 May. Inher-
entvolatility in embedded value
isanotherbig challenge, givena
substantial portion of it conisti-
tu_tes marked-to-market unre-
alized equity gain, they added.




