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Balance Sheet Needs DELEVERAGING VIA LITINS i g |
T | e oot el R Street NEWbIES USlng IPO

A deleveraged capital structure ing the mismatch between sub-
emerges as thetop goalof anini- sequent earnings releases and

tialshare sale. the price at IPO a few years
Indeed, debtrepaymenttrumps back,” said Nag. | u c
even capital expenditure and ex- §

pansion, which accounts for Rs RECENT TREND ’
34,458 crore, or 23.3%, of the To be sure, the data showed that .
funds garnered at nearly 200 is- this tilt toward deleveraging is a Over past threeyear S f:ges'“ Blg Purse ~

suers, the data showed. relatively recent phenomenon.

“On thefaceof it, itbeginstolo-  In2020and 2021, capitalexpendi- nearly 1.5 lakh cr of Yoars) - FOSS CATRCORNS FAR UTIISATNIIER O FRRRINE
ok like promoters and.lenders ture comfortably outpaced debt (crore) | Fund Requirement
gre gsing a l}otuIPo marl;ﬁt to ott)‘- repayment as the primary use of market debut DfOCQEdS 135055 Retirement of Debt
oad risk at full price tothe pub- IPO proceeds. The crossover ca- - 34458 Expansion/Nel iect/Plar
lic,” said Pradyumna Nag, foun- me in 2024, when allocations to- allocated for repayment 23400 S nlaon e rcl
der, Prequate Advisory, an in- ward debt repayment at Rs 12,014
vestment banking advisory crore exceeded capex spending HimadriBuch

firm. “From a purely technical of Rs9,807 crore forthefirst time.
pointof view, it showsthatthese  In 2025, capex regained ground
offers are being engineered aro- - at Rs 21,839 crore compared with
undanissuer’sbalancesheetne- Rs16,733 crore for debtreduction,
edsand building liqﬁidity forin- but the aggregate trend for |

Mumbai: India’s IPO boom is in-
creasingly being used by compani-
es for repairing leveraged balance
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siders—both of which arenotfo- 2024-2026 still leaves debt margi- sheets instead of funding growth,
cused on building investor we- nallyahead. with debt repayment emerging as ; %2 ¢
the single largest end-use of the acrossallstatedfundutilisationca-  Debtrepayments by 95 companies

alth or much needed oxygen for ~ Not all market participants see \

proceedsfrom recent share sales. tegories by IPO-bound companies constitutenearly aquarter of funds

roductive new projects.” this shift as a causi N
pThe data Showgd ghat working however. .e 9F Sogrerh, i Data compiled from Prime Data- in 2024, 2025 and 2026 so far,around raised in thelatest share sales.
capital requirements form the Many view itas aprudentfinan- baseshowed that of theapproxima- 35,055 crore has been alloc_ated to-
next large bucket - at Rs 26,928 cial strategy in a buoyant equity tely 1.47 lakh crore earmarked wardrepaymentof borrowings. Balance Sheet Needs »> 4 )

crore across 71 issuers, while ge-  market. RN e & :
neral corporate purposes, often  “This reflects a conscious move
seen as the least transparent ca- toward optimal capital restruc-
tegory, accounted for Rs 16,355 turing, enabling firms to swap

croreacross 145 companies. debt for equity in a bullish mar-
The tilt toward deleveragingis ket and derisk their financial
evidentinissuancetrends. profiles,” said Samir Bahl, CEO,

In 2024, 39 of the 93 IPOs inclu- Anand Rathi Advisors., .
ded debt reduction as an objecti- “Companiesareableto i.ncreasé ‘
i ve. That number climbed to 51 their PAT margins by lowering
out of 103IPOs in 2025.In 2026 so  interest costs, resulfing in sa-
far, 5 of the121PO launches have vings flowing directly to the bot-
already earmarked funds for pa- tom line,” Bahl said. “Also, dele-
ringdebt. veraging strengthens coverage

IPO advisory firms said that ratios and boosts credit ratings.
this trend is not a positive sign Ultimately, this positions firms.
from a capital markets standpo- forresilient, efficient, and sustai-
int as this also means the multi- - nable growth with a stronger fi-
plier effect of an IPO’s proceeds nancial runway and greater au- '
is taking place outside the com- tonomy.”
pany’sbalancesheetratherthan  The shift toward debt reduction
withinit. is also driven by its immediate

“Until disclosure and investor impact on financial metrics. Lo-
scrutiny shifts from ‘who is the wer leverage reduces interest
IPO of” or ‘how bigisthe IPO’ to burden, improves profitability
fundamentals such as ‘whatsha- = and strengthens cash flows, whi-
re goes into projects earningmo- le alsoenhancing valuations.




