est $6.4 b in Indian equities through IPO and QIB routes in 2024 - highest in 4 years

Pls Turn to Primary Market
Amid Soaring Stock Valuations

Ashutosh RShyam

ET Intelligence Group: Foreign
portfolioinvestors(FPIs)are incre-
asingly turning to the primary

market as a preferred route for in- -

vesting in Indian equities given
dwindling opportunities in the se-
condary market amid soaring va-
luations. FPIs have invested $6.4
billion (53,568 crore) in Indian
equitiesthrough initial public offe-
rings (IPOs) and qualified institu-
tional buying (QIB) in the current
year up to August 19, highest in fo-
ur years, In contrast, they have be-
ennet sellers of $4.5 billion (338,007
crore) in the secondary market, ac-
cording to NSDL data compiled by
ETIG. On a net basis, FPIs have be-
ennetbuyers of $1.9 billion (15,560
crore) in 2024 sofar.

Typically, companies price their
public share offerings 10-35% be-
low the valuations of listed peers,
providing valuation comfort tolar-
ge investors. In addition, the pri-
mary yarket allows investors to
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participate in companies with po-
tential earnings growth that has
not yet been priced in by the mar-
ket. Buying through the IPO mar-
ket also ensures a sizable stake for
institutional investors with mini-
mal impact costs. The IPO market
provides opportunities to invest in
companies with unique business
models. The recent interest in the
IPO of Ola Electric suggests FPIs’
affinity to own concept or narrati-
ve stocks.
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Global fund managers are selec-
tively seeking opportunities in
emerging markets where they
find favourable valuations and
potential for increased weight in
the MSCI EM index. India’s we-
ight in the index reached around
20% by the end of July 2024. With
consistent inflows and market
appreciation, the equity portfolio
value of FPIs has reached a re-
cord high of $890 billion, accoun-
tingfor16% of the total market ca-
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pitalisation.

Strong inflows into the primary
market mean that the impact of
new paper supply on the market
will be limited. FPIs have been net
buyers in the primary market for
eleven consecutive months, inves-
ting a total of $8.3 billion (%74,451
crore). On the other hand, they ha-
vebeennetsellersinthesecondary
market in seven of the past twelve
months, investing $2.7 billion
(%22 879crore).



