our out of 5 large CPSE IPOs

Data show among 4,000 crore plus IPOs,
only HAL has fared better; stock of LIC
sheds more than a fourth of its issue price

SHISHIRSINHA
New Delhi,June 12

_ All but one 4,000 crore plus
initial public offerings (IPOs)
from Central Public Sector En-
terprises (CPSEs) that hit the
market during the last 12 years
have disappointed the investors
with the current market price
ruling below the issue price. In-
surance behemoth Life Insur-
ance Corporation (LIC) is the
latest one tojoin the ist.

total of 23 CPSE IPOs hit the mar-
ket. Out of these, LIC was the
largest, followed by Coal India,
General Insurance Corporation,
New India Assurance, Indian
Railway Finance Corporation
and Hindustan Aeronautics Ltd
(HAL). Barring HAL, shares of all
others have beem hammered.
According to data collected
byPrime Database, the issue size
of LIC, Coal India and GIC was
10,000 crore or more, while

Between 2010 and 2022, a  the remaining three (NIA, IRFC
Shares with bonus/split
Name Issue Bonus Price on BSE
price and split (Ason
(in¥) June 10, 2022)
MOIL 375.00 Bonus: 1:1 15460
National Buildings ~ 106.00  Split: 10 to 2,2to1 3160
Construction Corp Bonus: 1:2
General Insurance 912.00 Bonus1:1 118.20
Corp of India
New India Assurance ~ 800.00 F " Bonus: 1T 9390
Rites 185.00 Bonus: 1:4 243.10
Ircon International  475.00 Split:10t02 | &, 3gE6
y Bonus: 1:1
IRCTC ..320.00 Split: 10to 2 64440

Source: Prime Database, BSE

and HAL) had issue size between
4,000 croreand 10,000 crore,
Rest of the 17 IPOs that hit the
market had an issue size
between X120 crore and %1,500
crore.

Data from BSE show that
among 4,000 crore plus IPOs,
only HAL has given better re-
turns to investors, while LIC
shares have shed more than a
fourth of its issue price of ¥949
and gone even below the dis:
counted price of Y904 (retail in:
vestor)and X889 (policyholder).

Though the government has
termed the fall a ‘temporary
blip’, it claims an upside poten-
tial in the LIC scrip. “LIC would
update its embedded value by
June-end whichwould give EVas
on March 31, 2022,” a govern-
ment official said.

Experts’ take

Ravi Singh, President & Head of
Research, Share India Securities,
said during the last fiscal,
private life insurers have grown
their  individual single
premium business by 27 per
cent to 14,709 crore, group
non-single premium business
by 40 per cent to ¥356.43 crore
and individual nonsingle
premium segment by 24 per
cent to X44,705 crore.

Current price below issue price

Name Issue Price on BSE
price (Ason
(in¥) June 10, 2022)

Coal India 24500 19835
Punjab & Sind Bank o 1:2:"(')‘.60"" R1500%
Housing & Urban Development Corp 60.00 - 36.00
Cochin Shipyard 43200 31690
Indian Railway Finance Corp 2600 2115
Life Insurance Corp of india 949.00 70970
Current price above issue price
Name | ‘ Issue  Price on BSE

f price (Ason

i (in¥)  June 10, 2022)
SIVN ! 26.00 2835
Bharat Dynamics 42800 82325
Hindustan Aeronautics 1,215.00 1891.65 .
Mishra Dhatu Nigam 90.00 16930
Garden Reach Shipbuilders & Engineers 118.00  238.45
MSTC 12000 27775
Rail Vikas Nigam 19.00 32.05
Mazagon Dack Shipbuilders 14500  268.05
Railtel Corp of India 9400  97.15 ri

Source: Prime Database, BSE

“Compared to private peers,
LIC's networkislargerand older,

but the segment-wise business

losses clearly show that LIC
struggles to acquire new cus-
tomers and retain the existing
ones,” he said. Kamlesh Shah,
President of ANMI (Association

of National ExchangesMembers
of India), felt the timing of the is-
sue was not correct considering
the uncertainties brought in by
international factors including
the Ukraine war, spiralling infla-
tion and high crude prices. Con-

curring with Singh; he said LICis

upset investors

dependent on agent-led distri-
bution channel whereas “ its
private peers are benefitting
from banking channels for
productdistribution and digital
channels for retail sales.”

Private companies shine
While many PSUs have disap-
pointed investors, peer com-
panies in the private sector
across segments have done very
well. Explaining the reasons,
Singh said as unlike private
companies, governmentcannot
run firms only for profits. Most
of the PSEs are still struggling to
work efficiently and transform
themselves to adapt to the rapid
digitisation. Hence, “PSE stocks
will always be undervalued as
compared to the private peers,”
hesaid.

.AccordingtoShah, apartfrom

‘business objectives, PSUs carry

the baggage of “running in pub-
licinterest”. “Private sector units
are presumed to be efficient
compared to their PSU counter-
parts. Even the government has
admitted several times that its
role is to govern and not to run
business. In short, there are a
number of criteria on the basis
of which PSU units will be con- |
sidered to have lower valu-
ations,” he said.




