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of SME stocks falls 80% ’

THE MIGRATION OF small-and-mediumenter-
prises (SME) stocks to the mainboard has
plunged by over 80% so far this calendar year.
Just six SME stocks have migrated to themain-
board so far as compated to 3 2 in the same
periodof2023 and 37in2022,accordingtodata
from PRIME database. 1
Overall,38 stocks migrated tothemainframe
in 2023 and 60 in 2022.The si 'ﬁcax}t fall
comes in the backdrop of new guidelines intro-
duced by exchanges that,experts say,have rpade
thingsalittlemore difficult. The companieslisted
on SME platforms -- NSE Emerge and BSE SME
--canmigratetothe mainboardif theymeetcer-
tain criteria. The critetia in the new guidelines
include a paid-up capital of over %10 crore post
issue, minimum market capitalisation of ?2?
crore,networthof atleast¥15 crore inthegrew—
oustwofinancialyears andaminimumperiodof
threeyears sincelistingonthe SME platform.
The guidelines came into efffect from Janu-
ary 1.Earlier, companies were only requiredto
completethreeyears onSMEpla'tformstqbe eli-
gible for migrating to the mainboard if they
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wished so,accordingto experts.However, like in
thepast,shiﬂihgtomemainboardisavoluntary
decision of acompany.
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Mainboard migration of SME stocks falls

“THIS (CHANGE IN GUIDELINES) is
the single biggest factor behind the
dropin migration.Butcorporate gov-
ernancehasbeenachallengewhenit
comes to SMEs coming to the main-
board because there have been com-
plaints oflack of governanceinsome
firms?” said Tarun Singh, managing
director of Highbrow Securities.
Experts said while the tougher
migration norms are necessary,
exchangesalsoneedtoensurestricter
norms for companies getting listed
on the SME platforms. “It is better to
have stricter norms for stocks enter-
ing the SME market rather than
stocks migrating from SME tomain-
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board;” said Deepak Jasani, the head
of retail research at HDFC Securities.

Exchanges launched dedicated
platforms for small-and-medium
enterprises in 2012.Though the ini-
tiative did not pick up in the first few
years, the number of issues crossed
100 for the first time in 2017.The
total fundraise through SME plat-
formsalsosurpassed ¥1,500 crore for
the first time that year. However,
thingswentsouthin 2019,whenthe
number ofissues fell sharply. Evenin
2020and 2021 — the initial years of

Covid — the number of SME issues -

remained feeble.
Nevertheless, low interest rates
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again fuelled the fund flow into the
SME platforms in 2022. Last year
becamerecord-settingwith 182 pub-
licissues raising ¥4,686 crore.

Over1,000 companieshavelisted
on the SME platforms so far since
2012,and around 320 of these have
migrated to the mainboard,accord-
ingto data from NSEand BSE.

Ofthe 182 firmsthatgotlisted in
2023, Highbrow Securities’ Singh
expects only 10% to make it to the
mainboard.“A few of these have also
done rights issues or FPOs post their
initial share sale. Such firmswill def-
initelytry to complywith the criteria
tomigrate tothemainboard,’he said.




