4

}M‘J PENNY STOCKS Overblddmg of 200x the norm as many ISSUES have delivered high returns

SME IPOs Spark a Gold Rush

as Investors Eye BlgBountles

Kiran Somvanshi

. ET Intelligence Group: For those
amazed at the overwhelming 400-ti-

mes oversubscription of thez12-cro- |-

re SME IPO of Resourceful Automo-
bile, a two-wheeler dealer with just
two Yamaha showrooms and eight
employees, such oversubscription is
no longer considered an exception
inthe Indian primary market.

Datasourced from Prime Database
show that 152 SME IPOs have been
launched this year with an average
issue size of Z33 crore and an avera-
ge oversubscription of nearly 200 ti-
~ mes. Of the total, 18 were oversub-
scribed more than 400 times. For in-
stance, the 35-crore IPO of Hoac Fo-
ods India was oversubscribed 1,963
times this May. Similarly, the %6.6-
crore IPO of Magenta Lifecare was
oversubscribed over 1,000 times.

Thedatashow thatforeverymain-
board IPO, around three SME IPOs
have been launched in each of the
last three years. A total of 45 main-
board IPOs have been rolled out so
far this year with an average issue
size of 1,074 crore and average
oversubscription of 43times.

The runway rally in the Indian

stock market since the abatement
of the Covid-19 pandemic has been
fuelling strong speculative interest
in small-sized SME IPOs.

In the past three years, SME IPOs

have broadly outperformed main-
board IPOs in terms of oversub-
scriptions, listing gains and post-
listingreturns.

For instance, 182 SME IPOs were

launched last year with an average
oversubscrlptlon of 86 times, av-
erage listing gains of 36% and av-
erage stock returns of 216%. In
contrast, 57 mainboard IPOs were
launched with an average oversub-
scription of 32 times, average lis-
ting gains of 29% and post-listing
gains of 216%.

Incidentally, the average listing
gains of SME IPOs have been stea-
dilyrisingoverthepastthree years.
From an average listing gain of
2.2% in 2019, the average listing ga-
ins for the SME IPOs have climbed
up to74% in 2024.

The lure of handsome listing ga-
ins along with robust post-listing
stock performance on low invest-
ment has ensured sustained inves-
tor interest in SME IPOs notwith-
standing the nature and size of the
underlying businesses.

Market regulator Sebi has urged
stock exchanges to be more cautious

~ whenapproving SME IPOs—asking

them to increase due diligence even
if it slows down the approval process
inabid to protect investor interest.

Fornow, SME IPOs seem to be the
new penny stocksfuellingspecula-
tive interest in a rallying stock
market.
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