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Amajority of retail
investorsin IPOs are
onlyinitforthe listing
Pop, an ET analysis shows — they
offload shares allotted to themon
the debutday. The number of retail
investors in newly listed firms
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drops sharply soonafterthey open

for trade. More than halfofall IPQs
inthe last two years did betteron
listing day compared with returns

over a year, analysts said. Rajesh

Mascarenhas reports. .@
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- Mumbai: A majority of retail jn.

vestors in-initia] Dbublic offerings
(IPOs) are only in it for the listing
Pop, an ET analysig shows — they

. offload shares allotted to them on
thedebut day, The number of retai]
investors in newly-listed compani-
es drops sharply soon after they
openfortrade,

That isn’t surprising. More than
half of allTPOg inthelasttwoyears
did better on listing day compared
with returng OVer a year, analysts
said. Short-term retail . investors
who exit on the first day have been
rewarded with biggains if the new
listinghas enough of a bugz,

For instance, about 70%, 0r191,000
retail shareholders, exited Indigo
Paints after listing
on February 2 at 4
Premium of 1099
over the IPO price,
The shareholding
Pattern disclosed
by the company on January 29, the
allotment . day, showed 274,000
Small shareholders, which decli-
nedto 83,104 on March 31and 75,058
on June 30,

To be sure, the number of retai]
investors includes those added bet-
Wween listing day and theend of the
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quarter.

Participa-
ting in IPOg
and exiting
with listing
gainshasproven to beasound stra.
tegy for investors over the past few
years looking to score big within a
short beriod, said market partici-
Pants,

“Of late, IPOs are like trading for

emajority of the retail investors

who shuffle the Same money bet-

ween the secondary market and
Primary market,” said B Gopku-
mar, MD, Axis Securities, “The
new strategy is a quick realloca-
tion of cash from secondary to pri-

mary for an IPQ to generate decent

returns on listing day as most of

the IPOs have listed with .30-40%
- premiumrecently”

Not everybody gets to make it big,
As much as 53% , OT 148,000, inves.
tors in In-Home First Finance Co,
sold the stock after itslisting on Fe-

ut day taking home large listing gains
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bruaryZatapremium of just3%.

Half the investors in Dodla Dairy,
or 60,000, sold their allotment im-
mediately after the listing — this
Wwasthe case in 20 ot of the22IPQs
listed in 2021. i

The optimism at the time of Jis-
ting doesn’t always translate into
reality after g period of time for
many companies, hence the eager-

- nesstoexiton debut
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“Now IPOs are looked at from the
listing gains point of view as re-
tail investors think if they hold
on, they may or may not see the
same price again,”" said Pranav
Haldea, managing  director,

' Prime Database. “The concept of

investing in the pbrimary market

| has changed from investing 1n a
| company or business to investing

forlistinggains.” :
Still, holdingon may be worth it

So far in 2021, the average listing
gain of allTPOs is 31%. That com-.
bares with a 51% average return
to date since listing. Most compa-
nies that listed in 2020 have done
exceptionally well on the second-
ary market. The average return
on IPOs recorded in 2020 was

. 180% compared with a 45 % listing

day gain.

Some said it makes sense for the
Investors to get into the stock af-
ter the initial euphoria is over or
sell it onlisting day if they are al-
lotted the shares and subscribe to
otherIPOs.

“The retail investors usually
book profits at an early stage as
they possess less knowledge
about the companies, and theytry
to use the same money in fresh
IPOshitting the markets regular-
1y;” said Vikas Jain, senior ana-
lyst, Reliance Securities, “It is
prudent to book profits on a stel-
lar listing and invest in other
stocks to get diversification in

(" their investments.”



