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IPOs may come back on
improved macro environment

The 18% fall in equity mar-
kets has put the IPO plans of
companies off-gear. In an in-
terview with Devangi Gand-
hi and Muthukumar K,
S Ramesh, COOqof Kotak In-
vestment Banking says that
IPO issuances will come back
ohce the domestic macro-eco-
nomic situations improve
and market volatility starts
coolsoff Excerpts:

Will the correction in
equitymarketslead topost-
ponement of IPOs?

By and large, primary
markets follow sentiments of
secondary markets, which
are currently facing head-
winds on twe major fronts.
First, being macro economic
factors around higher infla-
tion, interest rates and rising
input prices and secondly,
global sovereign issuesin the
USand Eurozone.

Additionally secondary
markets, globally and in In-
dia, continue to be volatile
making itdifficultformostin-
vestors to take new equity
bets.

India may emerge as a
good destination for incre-
mental foreign flow into eg-
uity market in the medium
term. This may propel the
primary markets. Indian
capital markets are likely to
recover faster and new is-
suance activity will com-
mence once macro factors
start correcting.

What options are compa-
nies adepting other than
primary market route?
Corporates/promoters
are also tapping private equi-
ty forunding. Wherever com-
panies have low leverage,
they - are resorting to
ECB/other foreign debt.

How were the Junequarter
results?

TheJunequarterresultsof
companies have shown
healthy volume growth, even
though margins are com-
pressed due to higher costs.
Sectorslike Bankingand FM-
CG are preferred by in-
vestors. Interest rate sensi-
tive companies will likely get
revalued in the secondary
markets. The infrastructure
sector needs equity financ-
ing. It will need policy sup-
port to attract equity invest-
ment.

Are you positive on sector
from the primary market
perspective?

We are probably nearing
the peaking of the interest
rate cycle. Softer commodity

prices,especially oilwould be
an additional trigger for the
revival of the markets. nmy
judgment this would beabout
1to2quartersaway.

Consumption themes and
theBankingsectorin particu-
lar will be liked by equity in-
vestors. On the back of new
policy reforms, the infra-
structure sector could get
rerated. Groups and compa-
nies with good corporate gov-
ernance track record will be
preferred by investors. Gov-
ernment companies are typi-
cally large profitable enter-
prises with anexcellent track
record. Government is-
suanceshavebeenthedarling
of the capital markets.

Companies have become
responsive to investor view
pointin pricing of IPOs

Currently, it is a buyers
market where investors have
the upper hand. It is in-
evitable for corporates to ap-
preciate and understand the
investor’s view point in pric-
ingnew issuances.

Where do you think IDRs
stand as a product?
Thefirst IDR issuance was
a success. The policy making
on the IDR product amongst
regulators is work in
progress and will suitably
evolveovertime. Indian valu-
ations are likely to fuel a few
multinationals to look at IDR
issuancesovertime.
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