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Promoters Raise Pledges in a Few
Cos, Experts see Business as Usual

Ruchlta Sonawane

Mumbai: Promoters' stake pled- .
ges went up for 27 companies out
of the Nifty 500companies during
January-March, compared with
25 companies in the previous qu-
arter, according to data from Pri-
medatabase. Aadhar Housing Fi-
nance, Max Financial Services
and Raymond Lifestyles were
among the companies that saw
promoters pledging their hol-
dings during the quarter.
Promoters, or shareholders, put

up their shares as collateral for lo-
ans. While promoters placing the-
ir shares as collateral is not un-
common, sudden increases in
such pledging catch the attention
of the investor community.

"Pledging of shares in itself is
not necessarily a concern and
may be a means of leveraging the
stake when markets are perfor-
ming well," said Abhilash Paga-
ria, head of Alternative and Qu-
antitative Research, Nuvama.
"However, if a company's funda-
mentals are not sound, then it can
beasignof caution."
"If a company's business funda-
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mentals are already under the
scanner and there is pledging of
shares, then it can amplify the ne-
gative impact and result in the
shares declining," he said.
The fall in stock prices could also

lead to an increase in share pledges
by promoters as lenders seek fresh
shares to make up for the drop in
value of the collateral. In the
March quarter; shares of several
companies, which saw a rise in pro-
moterpledges, had fallen 30-50%.

"When promoter pledges increa-
se, it can indicate the genuine need
for capital and tend to move up due
to a decline in markets as witnessed
in the March quarter;" said Manish
Bhandari, CEO,Vallum Capital.
Investors are wary of companies

with consistently high pledging
of stakes by promoters, as in the
past, there have been some instan-
ces of these founders defaulting
on the loan, forcing the lenders to
sell the pledged shares in the open
market to make up for the non-pa-
yment. "A higher amount of sha-
res can be pledged if the share pri-
ce falls, as part of margin call; ho-
wever, this is not a concern unless
the increase is substantial of aro-
und 30-40%," said Bhandari.


