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Sharp Listing Gains of
IPOs in a Weak Market
Raise Eyebrows

Post-Listing Gains Could be Misleading

PERFORMANCE OF RECENT IPOs

OFFERPRICE  CMP SUBSCRIPTION (NO OF TIMES)
@ @ %PREM QIBs  Nlis RETAIL
CMahendraExports 110 FEN 129 100 353 459
Midvalley Enter 70 XN 20 038 146 931
Acropetal Tech VI 101.4 | 13 113 130 122
Sudar Garments T 47 017 290 223
Fineotex Chemical 70 ETEEE 101 000 009 150
SOURCE : ETIC DATABASE/CAPITALINE
. . Z251.7on Friday against the [PO price of
Five out Of SIX IPOS' 7110 per share. The QIB portion of the
i i Z165-crore issue was subscribed only
‘:N h ICh r_ece | Tec' poor one time, though retail investors bid 4.6
institutional support times the shares reserved for them.
4 DD % Fineotex Chemical, which listed on
have listed at a premium  |Friday closed at 2140.9 — double the of-
: fer price on the BSE. The #29-crore offer
since JanUary did not receive any subscription from
QIBs though retail portion was sub-
scribed 1.5 times, according to allot-
VIJAY GURAV ment details sourced from CapitaLine.
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Listing gains generated by some of the
recent IPOs are raising eyebrows in the
market. Despite a volatile market, five
out of six [POssince January listed ata
premium, with these stocks moving up
insubsequent trading sessions. Some of
the offers had received poor institution-
al response, causing concerns that the
post-listing trading pattern may have
been influenced by operators and
retail investors who may soon lose in-
terest on the scrips.

“If TPOs with huge retail but mini-
mum or no institutional subscription
are listingat a huge premium, thenit'sa
disturbing trend,” said GS Ganesh,
president of Mumbai-based category-I
merchant banker Collins Stewart Inga.
The post-listing trading pattern in such
offers could be misleading as there is a
possibility that a large portion of the
IPO may have been cornered. Within
weeks after listing, such stocks are of-
ten palmed off tosmaller, gullible inves-
tors with little knowledge about the
company and its prospects.

Among the six IPOs that have listed in
the current year so far, C Mahendra Ex-
ports has offered investors the highest
return of 129% since its debut on Janu-
ary 20. The stock closed 1% down at

Sudar Garmentis alsoTisted on the same
day with a 46% premium to the offer
price. The QIB portion of the T70-crore
IPO was undersubscribed heavily (0.2
times), though retail subscription
was 2.2 times.

The sustained gains in some of the re-
centnew listings, according to Almondz
Global Securities associate director
and head of i-banking Sharad Rathi,
could be because large investors have
been holding on to their investments in
anticipation of better returns as and
when  sentiment for mid-caps
improves. He, however, did notattribute
any major buying in these counters.

According tomarket circles, the hectic
day trading in last week’s new listings
has also put a question mark on the
quality of trading in the stocks. For in-
stance, Fineotex saw volumes of 3.5
crore shares on Friday, which was three
times higher than the post-IPO equity of
1.12 crore shares. But only 12% of the
traded quantity actually resulted in de-
liveries while the balance positions
were squared off on the same day. Simi-
larly, Sudar Garments” volumes at 3.4
crore shares were two times the compa-
ny's equity base. Of this, only 11%
shares changed hands between buyers
and sellers.




