MPOslikelytodryupas
volatility grips markets

ALTERNATIVE ROUTE Companies may look at other options such as PE fui s
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MUMBAL Having declined in both
numbers and valuations this
year, initial public offerings
(IPOs)may shrink toatricklein
the second half of this calendar
year, hit by continuing volatil-
ity in the equity markets on
account of domestic and global
issues, investment bankers
said.

After a lacklustre first half,
threeIPOs hitthemarketsinthe
last fortnight—those of Affle
Ltd, Spandana Sphoorty Finan-
cial Ltd and Sterling and Wilson
Solar Ltd.

But while Affle’s IPO was
heavily subscribed, the other
two deals barely managed to
cross the finish line.

The number of IPOs more
than halved in the first six
months of 2019 to eight from 18
in the first half of 2018— touch-
ing its lowest in the last three
years.

“The current market condi-
tionsare quitechallengingand
itis difficulttosee a significant
recovery in the IPO marketsin
this calendar year,” said
Mukund Ranganathan, execu-
tive director at Motilal Oswal
Investment Banking.

“In a good market we have
seen over 30 good quality IPOs
in a year. The rest of this year
will see more DRHPs (draft red
herring prospectus) expiring
rather than companies actually
being able to bring out their
IPOs.”

This slowdown comes at a
time when several companies
are holding market regulator
Securities and Exchange Board
of India (Sebi)’'s approvals.

A company has to get listed
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Only 11 firms have gone public this year,
raising 10,000 crore, compared with
24 IPOs raising ¥30,959 crore in 2018.

> Amount raised (in ¥ crore)
o e 2 No. of IPOs

80,000
60,000
40,000 ©

20,000 §

2015
*As of 14 August

THENUMBER OF IPOS
MORE THANHALVED IN
THEFIRST 6 MONTHS OF
2019TOBFROM1BIN

THE FIRST HALF OF 2018~
TOUCHING ITS LOWESTIN

e

within a year of getting a
go-ahead from Sebi, or re-file
the draft offer document and
seek fresh approval.

“There areabout 50 draft red
herring prospectuses filed with
Sebi. Sebi approvals for some of
them are likely to expire in the
next couple of months. Given
the volatility in equity markets,
some of the IPO-bound compa-
nies may look at alternatives
such as private equity funds,”
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said Nipun Goel, head ofinvest-
ment banking at IIFL Finance
Ltd.

AccordingtoSandip Bhagat,
founding partner of law firm
S&R Associates, even compa-
nies whose Sebi approvals
expire between September-end
and December maynot be keen
tofloat an IPO this year.

“The trend is that even
though some companies that
filed their offer documents last
year and their approva’s have
still not expired, they do not
want to go for an [PO bzcause
the markets still seem soft,” said
Bhagat.

“There may be certain types
of companies, such as small
finance banks, which will have
to go for an IPO due to the
Reserve Bank of India's regula-
tory requirements, unless they
getsomerelieffrom the eentral

bank,” he added.

Withjustover four monthsto
goforyear-end, only 11 compa-
nies have launched IPOs this
year, raising 310,049 crore, com-
pared with 24 publicissuesrais-
ing %30,959 crore in all of last
year.

Chirag Negandhi, joint man-
aging director and co-chiefexec-
utive officer, Axis Capital,
ascribed the slowdown toa valu-
ationmismatch betweensellers
and buyers.

“I do not think the IPO mar-
ket ismuted; it is the valuation
expectations that are getting
rationalized. And, good compa-
nies with strong management
teams, where the promotersare
willing toreset their company’s
valuations, will find investor
interestand will be able toraise
capital even amid volatility,” he
said.



