%hrink—to—fit IPOsto
‘block’buster deals

SUNDAR SETHURAMAN

Thestrong momentum in thesecondary
market failed torub off on primary markets, as
fund mobilisation through theinitial public
offering (IPO) route saw an over 80 per cent
slumpinthe first halfof calendar year2023
(CY23). Thevolatility seen during the first three
months of the year thwarted several
companies’ listing plans, say bankers.

Sofarin CY23;seven companies have
completed their IPOs, raising a cumulative
6,910 crore. By comparison, 16 companies
raised arecord¥40,310 crore during the same
periodlastyear.

Although Indian equity benchmarks have
hitnewrecordsthis year, thelast sixmonths
havebeen relatively turbulent due torate-hike
fears, USshort seller HindenburgResearch’s
reportalleging Adani Groupirregularities, and
theUS banking maelstrom.

Fundraising through block deals,
however, has been relatively robust. Roughly
82companies haveraised¥44,988 crorethis .
year, including reasonablylarge transactions
likethe15446 crore sharesale by
Adani promoters in four group companiesto
US-based GQGPartners. :

Theother bigdealsinclude CanadaPension
PlanInvestment Board’s1.66 per cent stake
salein Kotak Mahindra Bank for%6,124 crore
and UK-based investment firm abrdn’s share
salein HDFC Asset Management Company
and HDFC Life Insurance Company (for a total
0f%6,148 crore).

The spurtin the follow-on offerings was
partly due toredemptions by private equity
players and promoters off the back of
availability of valuation support and liquidity.

Bankerssay investors prefertobacka
known company rather thansuss out anew
one comingup withanIPO when the market is
tempestuous. “Block deals are happening
becausethey are easier to execute. The price
discoveryhasalready happened foralisted
stock. There isno documentation required.
Bankerscan doa quickroadshowtotest
investor waters. IPOs have togothrough the
process of book-buildingand price discovery,”
says Pranjal Srivastava, partner-equity capital
markets, Centrum Capital.

Many companies abstained from
launching IPOs as there was amismatch
between the pricingaspirations of promoters
and the valuationsinvestors sought, say
industry players. They say some promoters
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IPO mobilisation has seen a big drop this year
Year  No.of IPOs Amt (% crore)
2018 18

2019 8@ 5509

2020 1 o [EEN10,340
2021 22

2022 16 40,310
2023 7@ 6910

Top 5 1POs this year

Amt

Issue  last Chg
raised  price cose (%)
g

Cube HighwaysTrust 5226 100 100 0
MankindPharma 4,326 1,080 1,700 57
Nexus Select Trust 3,200 0 100 195 5
AvalonTechnologies 865 436 535 23
IKIO Lighting 607 285 Lk 57

Source: PRIME Database Compiled by BS Research Bureau

covetconducive market conditions than what
werewitnessed duringthe first halfbefore an
IPOlaunch.

Thusfarin CY23,24 companies havelet
their approval granted by the capital markets
regulator lapse. Had their approvals not
expired, these IPOs could have raised 348,180
crore. Bankers say the IPO market isin revival
mode, weighingupthedemand forrecent
launches and some semblance of stability in
thesecondary market.

“The primary market always takes time to
pull through. There will be some actionin the
nextsix monthsbeforeinvestors turn cautious
ahead of elections. The current market is
more measured, and there will be interest in
differentiated storiesand tempered
valuations,” says Venkatraghavan S, managing
director-investmentbanking, Equirus Capital.

There were abunch of offerings launched
atthetailend of this month. The IPOs of
ideaForge Technology, Cyient DLM,

HMA AgroIndustries,and PKH Ventures
gotlaunchedin recent weeks, while those
ofSenco Gold and Tata Technologiesare
expected toopensoon.

Bankerssaythe second halfwill be better
forIPOs, provided market and liquidity
conditions stay favourable.




