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ADRs/GDRs Lose Charm for Indian Firms

Rajesh.Mascarenhas@timesgroup.com

Mumbai: For thefirst time in the last
25 years, Indian companies didn't
raise funds through overseas equity
offerings during financial vear 2015-
16despitethe lower cost, greater flex-
ibility, speed and depth that interna-
tional financialmarkets offer During
Y15, India Inc had raised about
210,100 erore through overseas equi-
ty offerings, led by HDFC Bank.

Bankersattribute thisdry spell in
ADRs/GDRs to cased domestic
Qualified institutional placement
(Q1P) norms with huge cash flow
from domestic institutions and
cheaper debt placement due to the
advantage of interest rate differen-
tial between bank loans and corpo-
rate honds.

“QIP and Offer For Sale (OFS) have
emergedasattractive optionsforfund
raising. Ina QIP/OFS, the issuer can
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raise funds not only from foreign in-

stitutions, but can also access Indian * /
mutual funds and insurance compa- *
nies, which have deep pockets,” said !
RaviSardana, EVP-investmentbank- '

ing, ICICI Securities. “Besides lower
costs, regulatory requirements and
shorter timelines make the domestic
routeapreferred one.”

Indian companies mobilised about
214,000 crore through initial publicof-
fors (IP0) in FY16, the highest since

TAPING GLOBAL INVESTORS
2 Depository re-
ceipts were in de-
mand in the
19905 and early 2000s and
were meant to help Indian
cos tap global investars
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Reliance Indus-

tries and Grasim
* Industries were
“the first Indian

companiesto
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FY11,and 714,358 crore through QIR
A record 231,000 crore was raised
though ADR/GDR in 2007-08, and
even in 2009-10, cash-starved Indian
companies raised 19,000 crore from
foreign markets. With the entry of
largeforeign investors inIndia, ADRs
and GDRs havelost someof the prom-

inence tha! they enjoyed earlier.
“Regulatoryarbitrageand valuation
advantage are no longer available for
Indian companies in the ADR/GDR
market,”  aid S Subramanian, man-
aging dircctor - investment banking,
AxisCapital. “Also, Indian companies
areable to raise funds from the cash-
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rich domestic 111st1mm0n&” hé Sa.ld.

On the other hand, Indian corpo-
rates raised about 738,664 crore
through overseas debt in the current
financial year, but this is 63% lower
than previous year'sz1.05 lakh

“For companies with dollar-driven
earnings, itmakessensetoraisembn
ey through ADR/GDR as they g
natural currency hedge, Howesy T.
therearenosuchissuesin thecurrent
fiscal,” said Prithvi Haldia, MD of
Prime Database. “Some of the ecom
mercecompanies, which
ed toraise money fromave
ing, could not do so in thq.'
fiscal as there were enou

In September 2013, the
had allowed unlistedfﬁ

'lumontleshave )
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IVE ALTERNATIVES With QIP & OFS, cos can raise funds from foreign institutions and Indignzentiti
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