%)Osz When hype doesn’t match gains

Despite raising a record 1,18,722 cr in 2021, 38% of IPO stocks trade below their listing price
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a study shows that issues of
2021 lag those of 2020 on
some fronts. History too, is
not in favour, with gains
made by many IPO stocks of
the past years fizzling out
sooner than later.

Performance lag

Despite the massive issues
that hit the market in 2021,
the year was not so great on
three counts.

One, IPOs in 2021 saw mod-
erate response from bidders
compared to the previous
year. While 2020 saw 20 per
cent of the issues being sub-
scribed by over 100 times the
shares offered, only 10  per
cent of the issues in 2021 saw
such heightened participa-
tion from investors.
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Two, in 71 per cent of the is-
sues in 2021 (45 IPOs), in-
vestors witnessed gains on
listing, somewhat similar to
the 73 per cent of the public
offers of 2020 posting listing
gains. But only 14 issues (22
per cent of IPOs in 2021) gave
investors gains greater than
50 per cent on the offer price.
In comparison, 40 per cent of
the isSues in 2020 posted 50
per cent and above returns
upon listing.

Three, the gains also did not
sustain for the rest of the year
for many. 27 per cent of the
IPOs that posted listing day:
gains in 2020 now trade lower
than their listing day close
price and one stock trades

lower than the IPO offer price.
In contrast, out of the 45
stocks that gained on listing
in 2021, 38 per cent of the IPOs
(17 stocks) currently trade be-
low their listing price, while
five trade below their offer
price in the IPO.

PB Fintech and Tarsons
Products that posted gains of
23 and 27 per cent on listing
day, for example, currently
trade below their offer prices.
This could likely be a result of
a sell-off by anchor investors
post expiry of their mandat-
ory 30-day lockin period.
While the shareholding data
post the lock-in is not avail-
able yet, both the stocks did
correct by 4 per cent and 24

per cent, respectively (from
close of listing day), after the
expiry of such lock-in period.

What's in store?

While 38 out of the 45 stocks
that gained on listing in 2021
continued to rally, the picture
looks rosy today. But the re-
turns for many may fizzle out
in the long run, going by his-
tory. At least 25- 40 per cent of
the IPOs every year since 2017
currently trade below their of-

-fer price. For instance, in 2017

— the busiest year for IPOs
prior to 2021—15 of them now
trade below their offer price.
These include Future Supply
Chain Solutions, S Chand &
Company and Khadim India

that have eroded nearly 67-90
per cent of investor wealth
since their IPOs.

With inflation and Fed
tapering doing their play on
the domestic equity markets,
many of the debutants of 2021
may be vulnerable to correc-
tions going ahead, given their
current exorbitant valu-
ations. More so, if their IPO
promises don’t hold good.
That apart, the year ahead
may see rationalisation on
the part of companies hitting
the IPO market too, with SEBI
tightening the norms on us-
age of funds raised through
IPOs and bringing in phased
expiry of lock-in period foran-
chor investors.



