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PEs, VCs cash out amid IPO boom
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YEAR 2021 has been a
gcggrd year not just for complai—
nies raising capital from public
markets,buta]soforPE:/VCﬁmxs
that have found exits. As of
December 8,morethan 5_5 com-
panieslaunched IPOsduringthe

yeat, mopping over . lgkh
’crore,highest-everm }d\eca e..
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PEs, VCs cash
out amid IPO
boom

Overall, 24 Companies that

. Iaised funds were backed by

PE/VC (private equityandven-

ture capital) firms, giving he

returns to these earlyinvestors

through the offer-for-sale
(OFS) route,

Financial Sponsors have

sold shares worth 23,483

| Crore via 24 IPQs in 2021,

which is 19204 higher against

. sharesworth 8,028 crore sold

| through five IPOs in 2020,

| data compiled by Prime Data-

base shows.Alarge portion of

| thetotal moneyraisedin 2021

| Was through OFS by existing

investors, amounting to

1 70,523 crore, as of December
8.

The confidence among
companies raising funds and
PE/VCs seeking exits was pri-
marily fuelled by the sharp

. uptick in the markets,
increased retail Participation
and record flows coming to
emerging markets like India,
India has emerged as a top
investment -destination for
foreign investors amongother
emerging markets. India's
largest public offering of
One97 Communications, the
parent company of Paytm, saw
the highest offloading by

financial sponsors to the tune
0f 78,809 crore in its %18,300
crore initial share sale, fol-
lowed by exitsin CarTradeTech
(%2,012 crore),and PB Fintech
(%1,875 crore).

Speaking to FE, Pankaj
Kalra, executive director, sales,
Kotak Mahindra (UK), said,
"Thekeyreasons that hasledto

 higher number of exits via

IPOs are the strong capital
markets and robust valuations
that some of the companies
have been able to achieve in
IPOs. This is on account of
strong investor flows, both
domesticand foreign; investor
appetite for high quality com-
panies with good manage-
ment teams and growth
Pprospects".

According to analysts,
PE/VCinvestors usually invest
in companies with a vision of
exiting at the best point, typi-
cally between a time frame of
2-5 years. India's IPQ frenzy
eéncouraged these investors to .
join the rally as such condi-
tionsare unlikely to occurany-
time soon. Says Deepak Jasanj,
head of retail research, HDFC
Securities,"Most of the IPOsin
2021 were offer for sale and
not fresh issue. VCs and PE
investors invest for 3 limited
period with an aim of taking
exit in 2-5 years from their
investment. The bullish condi-
tions in 2021 encouraged
these investors to exit (at least
partof theirstake - if not fully) -
assuchbullish conditions may
not last long or come again
soon”, :

Additionally,a gradual shift
of capital allocation in the West
from China to India has also
led to,an increage in PE/VC
exits and inbound of capitalin -
technology and e-commerce
start-upsin the country.Going

fty forward, despite headwinds iz

the near term in the overall
Indian markets - brokerages
have laid out 2 Positive overal]
outlook for 2022 for the pri-
mary markets, as more tech-
nology companies and other
unicorns are expected to hit
the markets, fuelling more
exits by private equity
investors. However, the state of
markets andeconomic growth
over the period will be 2 key
factortowatch out for,analysts
say. "The leve] of exits in 2022
will depend on state -of the
markets, overa]l economic
recovery and many other fac-
tors,"Kalra said,”

The quality of manage-
ment team and governance,
underlying business and mar-
ket dynamics, strong compet-
itive/leadership Position in
their respective industry will
also play a role in investors
looking foran exit, The growth
Potential and ability to scale
the businesswi]lbekeyfactors
that will drive successful list-
ings.



