JP’s 2nd term set to propel

IPO market plpehne this year

Swaraj Singh Dhanjal

= 5wWars| sEEvemint com

MUMBAL Prime minister Naren-
dra Modi-led coalition’s thump-
ingvictory in the general election
isexpected torevive publicmar-
ket fund-raising activity such as
initial public offerings (IPO)and
qualified institutional place-
ments (QIP)after three quarters
of scant activity.

AsofMarch 31, around 58 com-
panies with plans to raise as
much as 53,000 crore have
secured the approval of regulator
Securitiesand Exchange Board of
India (Sebi) to launch IPOs,
according to data from primary
market tracker Prime Database.

With the sweeping victory of
the National Democratic Alliance
(NDA) ending political uncer-
tainty and signalling continuity
of reforms, fund-raising activity
that had slowed down due to
stockmarket volatilityislikely to
getaboost.

“Companies have already
started conversationsaround the
launching of their respective
deals. We should see good activity
in the IPO market startingearly
July,” said Munish Aggarwal,
directorat Mumbai-based invest-
ment bank Equirus Capital Pvt.
Lid. “The uncertainty that people
had in their minds in terms of
whether we willhaveastable and
predictable government is no
longer there.”

Only sevenfirmsraised 35,033
crorethrough [POssofarin 2019,
compared with 24 that raised
330,959 crore the previous vear,
showsdata from Prime Database.
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“IPO-bound companies with Sebi
approval that have long kept
watchful vigil for stable govern-
ance and markets will likely be
the first ones to hit the market,”
said Ravi Dubey, partner at law
firm L&L Partners. “This will be
followed byissuersrefiling their
DRHPs (draft red herring pro-
spectus), seeking toquickly pass
Sebimuster.”

While a mgniﬁcantly large
numberof IPOsarewaitinginthe
wings, experts say QIP dealsare
likely to hit the market first,
given therelatively simple regu-
latory regime for the product. A
QIP is a capital-raising tool
through which publicly traded
firms can sell securities such as
shares and convertible deben-
tures toinstitutional buyers.

“In case of QIPs, with a more
positive investor sentiment and
the Sensex reaching a record
high, several trades that could
notbe launched towards theend
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of last fiscal due to liquidity and
otherissuesarelikelytobe pow-
ered soon,” Dubey said. “Since
IPOs would take some time to
traverse the regulatory road,
QIPsmaylaunch quicker.”

Asimilar trend waswitnessed
after the 2014 general election,
QIPs being the first to get off the
block.

However, thereturn to power
ofthe NDA government doesnot
meanevery company willbeable
totap the market.

“Notall companies will benefit
from the change in sentiment,”
Aggarwal said, “While transac-
tions, which were stuck because
investors wanted to wait tofigure
out how the elections will play
out, will witness better do-ability,
those where valuationsin under-
lying sectors had been hit signifi-
cantly will be difficultevennow.”

Aggarwal added thatinitially,
companiesfrom the financial ser-
vices would tap the markets.
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