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SME IPOs raise tecord
3K cr in first half of 2024

Fundraising through IPOs of SMEs in 2024 so far
has reached two-thirds ofthe funds raised in
2023. AsonJune 13,100 issues worth ¥3,095
crore have hitthe market via the SME IPO
platform, compared to34,686 crore from 182
issues in 2023. This is the highestamount
raised in the first six months of a calendar year
since the introduction ofthe SME option.

SUNDAR SETHURAMAN
Mumbai, 13 June

undraising through initial
F public offerings (IPOs) of

small and medium enter-
prises (SMESs) has reached two-
thirds of the funds raised in the
previous year. As of June 13, 2024,
100 issues worth Z3,095 crore have
hit the market through the SME
IPO platform, compared to 34,686
crore from 182 issues in 2023.

This marks the highestamount
raised in the first six months of a
calendar year since the introduc-
tion of the SME option.

Retail enthusiasm, buoyed
by strong after-listing perform-
ance, is the primary driver behind
robust fundraising in the
SME segment. Initially, high net-
worth individuals (HNIs) and
savvy investors shifted their focus
to SME IPOs due to their robust
returns. '

The BSE SME IPO, which tracks
the stock prices of companies
listed on the BSE’s SME platform,
rose by 79.6 per cent in 2024, 96
per cent in 2023, and 42 per cent
in 2022.

“SME IPOs are driven more by
retail and HNI investors. Retail
investors are increasingly partici-
pating directly, evident from the
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rise in dematerialised accounts from the mainboard and follows
across the country,” said Pranjal distinctregulations.

Srivastava, partner in investment

banking at Centrum
Capital.

The SME segment
caters to smaller enter-
prises raising lower
amounts, while the
mainboard is for listing
larger, more mature
companies.

Theminimum application size
for SME issues is

The BSE's SME around 1 lakh, com-
platform, rose pared to 15,000 for
by 79.6% in mainboard issues.

2024, 96% in The strong demand

for SME IPOs has
raised concerns about
potential manipula-
tion in tradingand stock issuance,

2023, and 42%
in 2022

Introduced in 2012, the SME prompting the market regulator,
platform operates independently  the Securities and Exchange

"

Board of India (Sebi), to address
these issues.

Stock exchanges have intro-
duced additional surveillance
measures for SME stocks and
tightened criteria for migration to
the mainboard.

“Merchant bankers need to
exercise greater diligence in select-
ing suitable companies. We may
see policy adjustments for SME
IPOs concerning minimum thres-
holds or enhanced oversight of the
secondary market,” said a banker.
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Despite this, market analysts
urge Sebi to take concrete steps to
prevent substantial fluctuations in
SME IPOs, given ongoing interest
from both issuers and investors.

“We've seen warnings in
futures and options. In SME

"'IPOs, rapid gains on Day One and

swift allotments have accelerated
turnover. Investors often over-
look warnings when there are
robust returns unless some of

" these companies fail despite

oversubscriptions,” observed
Ambareesh Baliga, an independ-
ent equity analyst.

The higher ticket size, intend-
ed to discourage retail investors,
no longer acts as a deterrent, as
many investors are comfortable

- bidding amounts exceeding 1

lakh. Experts believe this thres-
hold is unlikely to increase from
these levels.

“I don’t foresee much increase
in the minimum lot size, which
is already 6x that of a mainboard
IPO. Aslight rise in the minimum
application fee is unlikely to
deter the influx of investors,”
added Baliga.

Baliga advised investors to
thoroughly understand a com-
pany and its prospects if they
intend to hold shares for the
long term.



