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RAISED GOING TOWARDS EXPANSION

anary mkt surge fuelsinvestor,
promoter exits; a concern for cos

Since 2015, over 102 pure OFS issues
have delivered, on an average, an
absolute return of more than 350%

Sandeep Singh & Anil Sasi
Mumbai/New Delhi,
January3

THE YEAR 2025 marked a big
surge in primary market activ-
ity, with one trend standing out
— the increase in the share of
the so-called offers-for-sale
(OFS). An OFS is a type of in-
itial public offering (IPO)
where a company’s promoters
or early investors sell their
existing shares on the primary
market, rather than issuing
new shares to raise fresh capi-
tal. For instance, India’s largest
IPO, Hyundai, was a pure OFS
issue.
But such transactions have
. faced criticism. In OFS issues,
no new money goes to the
company. It goes only to pro-

moters and early investors as -

they partly or completely exit
the companies.

Experts feel this exit route
for early investors is a sign of
amaturing and evolving mar-
ket and will strengthen the in-
itial funding ecosystem.

But they have also raised
concerns over such large-scale
dilution by promoters. There
is a growing trend of next-gen-
eration promoters setting up
family offices abroad and in-
vesting in markets worldwide
rather than investing in their
business. A study by Prime Da-
tabase showed that the share
of OFS in primary market ac-
tivity has been increasing
steadily over the decades. In

the period from 1989 to 2012,
OFS made up an average of 13
per cent of the total issue
amount, with the remaining
87 per cent being fresh capital.
From 2013 onward, however,
about 68 per cent of the total
IPO amount has been offers-
for-sale, while the remaining
32 per cent being fresh capital.

Here’s where the analysis
gets more interesting. Since
2015, over 102 pure OFS issues
have delivered, on an average,
an absolute return of over 350
per cent. The 80-odd pure
fresh capital issues delivered
areturn of around 170 per cent
— roughly half of what the OFS
IPOs generated.

Freshcapitalvs OFS

In the primary market, an
IPO involves a fresh capital
component where a company
issues new shares to raise
funds for growth or debt repay-
ment, while an OFS is when
existing shareholders (such as
promoters or early investors)
sell their shares. An OFS can
also sometimes.be a part of an
IPO. The key difference is who
gets the money: In a pure IPO,
the company gets the proceeds
and in an OFS, the selling in-
vestors do.”

In 2024, a total of 91 main-
board IPOs raised more than
Rs 1.59 lakh crore. In 2025, a
total of 103 mainboard IPOs
raised over Rs 1.75 lakh crore.
This was the highest volume
ever.
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raised over Rs 175 lakh crore. This
was the highest volume ever.
Nearly Rs 1lakh crore or 57% of
this volume in 2025 was made
upof OFSissues

Nearly Rs 11akh crore or 57
per cent of this volume in 2025
was made up of OFS issues.

According to Prime Data-

base, 19 out of the 103 IPOs that

hit the market had a
prior PE/VC investor
who sold shares in the
IPO and accounted for
Rs 20,643 crore or 12 per
cent of the total IPO
amount. While offers-for-sale
by private promoters stood at
Rs 79,030 crore and accounted
for 45 per cent of the IPO
amount, government divest-
ment amounted to around Rs
7,600 crore.

Concerns are being raised
from various corners about the
fact that IPOs are now becom-
ing a tool for OFS issues, which
provide an exit to existing in-
vestors and allow promoters
to dilute their holdings. Some
market experts say this is a part
of the evolution of the equity
market.

The chief executive officer
of aleading mutual fund, who

did not wish to be named, told
The Indian Express: “In the
early 1990s and 2000s, when
most of the amount raised was

fresh capital, it is important to

~ notethat the PE (private
©  equity) and VC (venture
capital) funding was not
prevalent. In the mid-
2000s, PEs and subse-
quently VCs started en-
tering the Indian equity
markets and funded busi-
nesses with seed and initial
capital, and handheld them in
their growth phase. It is good
to see that they are getting exits
after having helped the com-
pany grow and the fund gen-
erated through liquidation is
now getting routed into a fresh
set of companies. This is a
healthy cycle, and it is not a
cause of concern.”

The chief investment of-
ficer of another mutual fund,
requesting anonymity, said
that since the risk capitalto a
lot of new-age companies is
provided by angel investors,

venture capital investors and
private equity investors, “it is
important to see them getting
exit as it will create a strong
funding environment for fu-
ture ventures and new age
companies”.

Wheredoesthe
concernlie?

Put simply, the high vol-
ume of promoters diluting
their stake in their businesses.
Data shows that offers-for-sale
issues by private promoters
stood at Rs 79,030 crore and
accounted for 45 per cent of
the total IPO amount raised in
2025.

“This is where the concern
lies. The traditional risk takers
were the promoters, however,
what we are witnessing is that
the next generation of pro-
moter family is not willing to
invest in the business and in-
stead they are setting up family
offices abroad and looking to
invest in global markets and
other asset classes,” said the
CEO of a leading brokerage
firm, who did not wish to be
named.

Another concern experts
raise is the lower percentage
of the fresh capital raised going
towards expansion.

Data shows that while the
amount of fresh capital raised
in initial public offerings in
2025 amounted to Rs 64,406
crore or 37 per cent of the total
amount, only 31 per cent of
that amount raised through
fresh capital was utilised for
expansion, new project, or
plant and machinery. Around
26 per cent of it was utilised for
retirement of debt (26 per cent)
and 23 per cent for capital en-
hancement or working capital.



