Underscores both lack of capex and growth of alternative sources for funds, say observers
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e vear 2016-17 will be oneof =
| the best for initial public offer- =

ings (IPOs) of equity. However,
- freshequity component as i percent-
- ageoftotal funds raised was the low-
| estever, barting in 2013-14, awashout
| year for IPOs, with only one offering,
' Inthe current financial year (it

ends on Friday), 25 companies raised  |§
128,220 crore through IPOs, with 59
8450 crore or 30 pet cent being fresh -

. equity fund raising. The others were |

! Offers for Sales.
. Market pamicipants say this

underscores that there is barely any |

capital expenditure (capex) by India
Ing, Mot a single company from the

- metals, infrastructure, realty and ©

power spaces raised new money.
. "Companies are not in expansion
i mode, Tn fact, a majority of the sectors
| areoperatingbelow optimal capacity
+ utflisation. T don't think companies
- would look to raise fresh capital until
' there is 4 recovery in earnings and
- revival in demand” said G

Chokkalingam, managing directar,

Equinomics Research & Advosty,

Sectoral analysis of the IPO data
shows financial services companies
accounted forcloseto halfof the fund
raising, Unlike infrastructure or met-
al companies, these are not capital-
intensive and would not need new
capital on a large scale. ICICI
Prucential Life, REL Bank, Equitas
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Holdings and Ujjivan Financial
Services are somethat launched IPOs
inthe year,

Tnvestment bankers say [POs are
no langer the first tesort for compa-
nies to fund their expansion. India
Inc. is increasingly looking at private
equity (PE) and venture capital funds

IP0s no longer preferred for frash capital raising
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for these needs, For entities with a
good credit rating, the bond market
has alsp become a preferred route,
"This has led o asteep decrease in
fresh capital raising through 1POs,
Until 2009-10, a majority of the funds
raised through IPOs wereona
of [resh issuance. Tt has singeCome

1P0s fly high, but little fresh equity

down gradually,

According to Nipun Goel, presi-
dent, ITFT. Tnvestment Banking, fresh
capital raising via an TPQ s a function
of the capital requirement of a com-
pany. And, many that got listed dur-
ing the year already had strong cash
TRSEIVES,

*A lat of PE investments in India
happened around 2010-11, The typi-
cal investment hotizon for PE fundsis
threeto five years. Anumber of those
businesses have matured and the cap-
ital markets have also picked up over
the past few vears, Therefore, you see
a large number of such PE investee
companies doing TPOs, to facilitate
an exit for investors,” he added.

The outlook for IPOs continues to
look good in the near to medium
term. However, the fresh capilal
raised through issuances will con-
tinue to be lower, experts said, and
{he markets are still one to two years
away from seeing fund raising for
capex expansion.

FY18 could see some big-ticke!
TPOs, including those of National
Stock Exchange, SBI Life and other
state-owned general insurance con-
panies.



