%sk aversion, small-cap slump hit
SME IPOs as collections drop 73%
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Mumbai, 31 December

Collections from public share
sales of small and medium
enterprises (SMEs) in 2019
have dropped 73 per cent over
the previous year to¥617 crore,
given that risk aversion among
investors and the fall in mid-
and small-cap stocks have hit
investor sentiment.

The number of listings
reduced by a third in 2019, over
the previous calendar year
(CY). This was the first time in
five years that the mop-up
from such share sales slid,
even as the amount collected
in 2019 was higher than in
2013, 2014, 2015, and 2016.

CY18 was the best for SME
1POs, with 141 offerings gar-
nering ¥2,287 crore.

“The decline in the num-
ber of SME IPOs isin line with
the overall primary market
sentiment and risk aversion
among investors after the
steep correction in mid- and
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small-cap stocks,” said
Mahavir Lunawat, chairman
and managing director,
Pantomath Advisory Services
Group, which is active in the
SME space.

Despite this, Lunawat said,
the SME segment has wit-
nessed more activities than the
mainboard in terms of number
of IPOs. “There is a healthy
pipeline of companies waiting
to hit the market and the mop-
up from SME IPOs is expected
to improve in the next finan-
cial year,” he said.

The performance of com-
panies listed this year has been
amixed bag; 24 companies are
in the green, with five gaining
more than 100 per cent; 21
firms are trading in the red,
with seven companies shed-
ding more than 50 per cent.
Average returns of these com-
panies stood at 215 per cent,
compared to -6.8 per cent for
the BSE SmallCap index.

Sectors, stich as trading &
distribution, retail and textiles,
dominated the SME capital
market this year, according to

Pantomath. “Price perfor-
mance of SMEs listed in CY19
have been disappointing,
«resulting in adecline in market
valuations,” it said.

Despite the possibility of
high retumns, expertssaid there
wasa high probability of losing
one’s entire capital in SME
stocks. Analysing these firms
can be a challenge as they are
neither tracked by analysts nor
there is much information in
the public domain.

“Investors have to a lot
more selective in the SME
space and carefully study the
business model a company
operates before investing,”
said the research head of a
mid-size capital market firm.

The SME segment has
been grappling with issues,
such as lack of liquidity and
lacklustre institutional partic-
ipation. According to experts,
the need is to bring in priority
investing from big institutional
players and tweak the lot size
to improve liquidity.




