Vodafone Idea's mega FPO
may keep stock price muted

VIVEK KUMAR M
Mumbai, April 12

VODAFONE IDEA'S ¥18,000
CRORE follow-on public offer
(FPO), the biggest ever to hit the
Indian stock market, is expected to
keep the stock price muted in the
near term due to the large number
of new shares flooding the market,
said market experts.

The FPO is part of the cash-
strapped company's plan to raise
45,000 crore through debt and
equity as it struggles to repay debt
andinvest inimproving its services
to arrest subscriber churn. The FPO
will open for subscription on April
18 and close on April 22, while
anchor investors bids are expected
to comein onApril 16.

‘The merchant bankers for the
issue are SBI Capital Markets, Jef-
feries and Axis Capital.

Reacting to the FPO announce-
ment, shares of Vodafone Idea fell
around 5% intra-day on Friday to
hit a nearly two-month low of
12.25. However, the stock recov-
ered after reports said GQG Part-
ners and SBI Mutual Fund may put
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inasmuchas $800 million (around
6,500 crore).As a result, the stock
ended around 2% higher at ¥13.2
pershare.

Big FPOs have been quite rare in
the past decade. For example, there
were only two FPOs in the past
decade,onebyYES Bank of ¥15,000
crorein FY 21 and another by Ruchi
Soyain FY22.

While this will be the biggest
ever FPO in India, market partici-

pantsbelieve that the constantneed -
forfunding may also keep the stock
under pressure. The company has
givenapriceband of¥10-11 forthe
FPO. At the upper end of the price
band, the issue was at a discount of
around 15% to the stock's closing
price on Wednesday.

An analyst from a top broker-
age firm said the company will
likely have commitments from
institutional investors for the FPO

as the issue might not get strong
response from retail investors
given Vi India is a loss-making
company and the discount for FPO
price is not very big.

The stock has slumped 85%
since 2016 from around 85 amid
significant competition in the tele-
com industry post Reliance Jio Info-
comm's entry. Vodafone Idea has
beenlosing subscribers everymonth,
and its ARPU is also substantially
lower compared to its bigger rivals
BhartiAirtel and Reliance Jio.

Sunny Agrawal, head of equity
research at SBICAPS Securities, said
hisviewon the stock remains neutral |
despite the FPO. Market participants
expect the stock to remain in the
range of ¥10-14 in the near-to-

“medium term.

In a recent report, CLSA set its
target price for the stock at ¥5 with
a'sell'rating."Beyond capex and 5G
rollout,Vodafone Idea facesafinan-
cial crunch in FY26CLwhen annual
spectrum and AGR payments of $4
billion per annum will fall due,
unless the government converts
debt principal to equity at the end
of the moratorium," CLSA said.



