
(Tax shift throws awrench
in the gearsof'24 buybacks
TAX PENDULUM SWINGS: {13,423 cr repurchases in '24, down 72% from '23

. ,
BUYBACKS THROUGH
THE YEARS: PEAKS,
PIVOTS, AND PLUNGES

without any share repurchase offers:
Before October, companies

undertaking buybacksweresubjectto
After reaching a six-year peak in a tax of over20 per .cent.Meanwhile,
2023, the amount spent onbuyback shareholders who tendered their
offers by companies shrank last year shareswerenot liableforanytaxes.In
followingthe government's decision response to the higher tax burden on
toshiftthetaxburdenfromcompanies dividends, many cash-rich firms,

, to inve,stors..· \ particularly in the information,
f-.,-~~--:-c-t::=-,-:--~-7--"--:-~---:-~ In 2024, 48 companies repur- technologysector, favouredbuybacks

chased shares worth U3,423 crore, as a wayfor promoters to reduce tax
compared to N8,0J:9 crore spent on', liabilities. The increase in buyback .
share buybacks by the same number value in 2023 was iargely driven
ofcompanies in 2023. by several large-scale issues,

The government's move to tax includingTata Consultancy Services'
share buybacks at the shareholder U7,OOO crorebuyback.
level, similar to dividends, discour- Someofthe largebuybackoffersin

. aged companies from pursuing buy- 2024 included those from BajajAuto
L_~";_--t::----;c---~-~~ back offers. Robust equity markets, . (~4,000 crore), Indus' Towers
-,-_~-:--I-::-=--:':-'-=--'- . whichreducedinvestorwillingnessto (U,640 crore), Aurobindo Pharma

tender shares, also contributed to the (~750 crore), Chambal Fertilisers
decline in share repurchases. and Chemicals (VOO crore), and

"The benefits of buybacks that Zydus Lifesciences~900 crore).The
L;;'---'---+- ~:::c;------' existedpreviouslyare no longeravail- remaining deals last year were all

able.Dividendsare nowmore.efficient under ~500crore.
because, unlike buybacks, there is no Lookingahead, the recent market
need to engage merchant bankers to correctionmay prompt somepromot-
facilitatethe process.Also,companies ers to consider share repurchases as a
are not subject to Sebi compliance. wayto rewardshareholders.
Dividendscan be distributed quickly, "Manyinvestorssawilwealthwipe-
whereas buybacks take weeks to out during the recent market melt-
.complete," said Deepak Jasani, down. Ifoverallmarket capitalisation
former head of retail research at . declines further, promoters may con-
HDFCSecurities. . siderbuybacksto rewardshareholders

The changes in buyback taxation, and increase their stake, Investors
which increases the tax.burden on should assesswhether the buyback is
recipient shareholders, took effecton symbolicor if a substantial portion of
October 1, 2024. Since the new the share capital isbeingrepurchased.
rules were implemented, only 'one Somecompanieshaverepurchasedup
buyback offer has been completed: to 8per centoftheir totalshare capital.
Matrimony.com'sm crore buyback. Insuch cases, the impact on earnings
No buybacks occurred in November per share will be more pronounced,"
and December2024. November2024 said Chokkalingam r G, founder
markedthe firstmonth sinceMay2018 ofEquinomicsResearch,Source: PRIMEDatabase
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