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ABSTRACT 

It is heartening to note that in the first half of 2018 witnessed a prodigious growth of initial 

public offering (IPO), i.e. 90 initial public offerings (IPO), thereby, making for 16% of all 

listings globally and 27% more than 2017. Further, India also witnessed a 28% year-on-year 

increase in IPO proceeds during January – June 2018 at $3.9 billion (INR 27000 crore). This 

amounted to 5% of the total funds raised via IPOs globally during the period.  

The IPO ecology is evolving at an astounding pace in India with numerous corporate houses 

espousing the IPO route. Consequently, IPOs of several companies have been listed in Indian 

stock exchanges. The impact of high listing is reflected in terms of phenomenal total market 

capitalisation. For instance, total market capitalisation of BSE is around Rs.1,44,90,494 

crores as of 17 November 2017. Out of 5,567 companies listed on BSE, 5,146 companies 

have shares listed on the equity segment. 

This research paper makes and endeavour to delve deep into initial public offering listing 

scenario of Indian capital market and post listing IPO performance with a special emphasis 

on Banking and Non-Banking Financial Companies. 

Keywords: Growth of Indian Capital Market; Initial Public Offering (IPO) Listing 

Scenario; Post Listing IPO Performance of Banking and Non-Banking Financial 

Companies of India; Growth potential of IPO 
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INTRODUCTION 

The capital markets are essential for the economic growth of a nation. In fact, it has been seen 

that a well-developed capital market is a precious national asset. Developed capital markets 

provide for some important macro economic benefits, including: a) faster economic growth, 

b) higher productivity and capital growth, c) higher employment, and d) a better developed 

financial market. Moreover, a developed capital market also offer some micro economic 

benefits, including: a) wealth formation for private investors, b) more flexible financing for 

companies, c) improvement of governance structures, since raising of long-term finance is 

carried out within the contours of laws governing capital issues, like, SEBI Act, 1992, Issue 

of Capital and Disclosure Requirements (ICDR) Regulations, Listing Obligations and 

Disclosure Requirements (LODR) Regulations etc.  of d) higher cross border M&A power, 

and e) driving entrepreneurial behaviour. 

The blessings of capital market are as under: 

1) Bridge between Savers and Investors: The capital market works as a bridge between savers 

and investors. It plays a crucial role in mobilizing the savings and channelling them into 

productive investment. Therefore, capital market plays an important role in transferring the 

financial resources from surplus and uneconomical fields to deficit but productive areas, 

thereby, enhancing the productivity and prosperity of the nation.  

2) Foster Savings: With the development of capital market, banking and non-banking 

companies provide facilities, encouraging people to save more. In developing countries, in 

the absence of capital market, there are very little savings and those who save often invest 

their savings in unproductive and wasteful assets, like, gold, jewellery etc. or in highly 

illiquid assets like land.  

3) Promotes Investment: The capital market assists lending to the corporate houses and the 

government, thereby, providing a fillip to the investment. It provides facilities through banks 

and non-banking financial companies. Various financial assets like, shares, securities, bonds, 

etc. motivate savers to lend to the government or invest in industry.  

4) Encourages Economic Growth: The capital market not only reflects the general condition 

of the economy, but also smoothens and accelerates the process of economic growth. Various 

institutions of the capital market, like nonbank financial intermediaries, allocate the resources 

rationally in accordance with the development needs of the country. The proper allocation of 
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resources results in the growth of trade and industry in both public and private sectors, thus 

fostering a balanced economic growth in the country. 

5) Bring about stability in prices of securities: The capital market tends to stabilise the values 

of stocks and securities and decrease the fluctuations in the prices to the minimum. The 

process of  stabilisation is facilitated by providing capital to the borrowers at a lower interest 

rate and by reducing the speculative and unproductive activities. 

The enactment of three key legislations namely Capital Issues (control) Act 1947; Securities 

Contracts (Regulation) Act, 1956; and Companies Act, 1956 have been important steps to 

provide proper legal support for the development of capital market in India. However, till mid 

of 1980s, India’s Capital Market was dormant. Globalization and financial sector reforms 

have brought in drastic change in the financial framework of the economy. Since the onset of 

the financial sector reforms in the early 1990’s, the implementation of various reform 

measures including a number including numerous structural and institutional changes in the 

different segments of the financial markets has ushered in a dramatic transformation in the 

working of the financial sector of the Indian economy. It is to be noted the Indian banking 

sector opened up to private bank formations in 1993 and consequently 10 new bank licenses 

were issued to them. The public sector banks were also permitted to raise capital from the 

market by issue of equity as long as they maintained 51 percent public ownership.  

While referring the thesis of Rajeev G. “Capital market reforms and corporate investment 

behaviour in India”, the eye-catchy reforms that resulted into a magnificent growth of Indian 

capital market as were-  

1) Market Pricing of Issues: Abolition of the office of Controller of Capital Issues (CCI), 

which assisted in removal of administrative controls over the pricing of new equity issues. 

Pricing was left to the market. This helped in better price discovery.  

2) Birth of Regulatory Bodies: The Securities and Exchange Board of India (SEBI) were 

empowered in 1992. It was created to take care of investors interests and strengthen the 

development of the securities market. With SEBI coming into force it made mandatory for all 

market intermediaries to get registered with SEBI, which also provided the guidelines for 

Disclosure and Investor protection. This helped in building transparency and trust in the 

capital markets, thereby, providing a fillip to the capital raising process by corporate houses 

from the markets. 
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3) Open Electronic Limit Order Book Market: One of the major reforms of 1994 was starting 

of Electronic Limit Order Book (ELOB) and screen based trading by National Stock 

Exchange (NSE). It was followed by BSE Ltd. in 1995. This assisted in offering higher 

liquidity and transparent screen-based trading, as the open outcry approach was dominated by 

the traders at BSE. This also paved way for nationwide connectivity. 

4) Depository Services: Due to absence of technology, share transfers till 1996 called for 

physical movement of share certificates. To sell the stock the shareholders had to remit 

certificates to the company through post offices. This resulted in a lot of back office work and 

enhanced transaction costs. Also to get shares transferred it consumed up to 45 days, 

adversely affecting the stock liquidity. But with Depository Act witnessing the light of the 

day in 1996, depositories were allowed to dematerialize securities and transform physical 

securities into electronic form. This directly resulted into slashing of transaction and handling 

costs, while also reducing the probability of forgery and counterfeiting. There was 

improvement in liquidity and enhancement in market efficiency.  

5) Derivatives Trading: One of most significant reforms that took place in Indian capital 

market in June 2000 was the introduction of exchange-traded derivative instruments. 

Financial instruments like, futures and options assisted investors to better hedge their 

positions and provided them with better risk management.  

6) Arrival of Foreign Capital: The year 1994 marked the launching of Global Depository 

Receipts (GDRs) and American Depository Receipts (ADRs). Therefore, the corporate 

capital formation was available from domestic savings and from foreign savings.  

7) Foreign Portfolio Investment: Another significant reform that happened in 1993 was the 

opening up of the Indian stock market for portfolio investment and for the first time Foreign 

Institutional Investors (FIIs) were permitted to invest in the Indian stock market. This was a 

big impetus to the secondary market. It also played a crucial role in strengthening India’s 

foreign exchange reserves, particularly at a time when the country’s reserves were unsteady 

after the 1991 crisis. Further, the rise in capital flows from outside brought down interest 

rates which exerted a positive impact on investment and growth.  

8) New Capital Issues- New Mechanism: After discontinuation of CCI (Controller of Capital 

Issues), the mechanics of ascertaining offer price assumed tremendous significance. Initially, 

only fixed price mechanism was adhered to for floating new capital issues. This technique of 

floatation, however, suffered from a drawback, i.e.,  it was not easy to ascertain the price at 
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which the market would clear the issue and, thus, resulted into either underpricing or 

overpricing of an issue. The empirical evidence in several countries suggests that new capital 

issues are generally underpriced. This resulted the transfer of wealth from the issuer to the 

investor, wherein the issuer has to bear a cost.  As the method of offering shares at fixed price 

by the issuer has proved to be inefficient, an alternative method of book building gained 

steam in several countries. Book building mechanism is a method through which an offer 

price of an Initial Public Offering is based on investors demand. The book building 

phenomenon provided the issuer the choice to procure resources either through this or the 

fixed price mechanism. Although the book building guidelines were prescribed in 1995, no 

issue was floated on account of certain restrictive guidelines, which were amended in 1999. 

In terms of the extant guidelines issued by the SEBI, an issuer has been given the option to 

book build either 90 percent of the net offer to the public or 75 percent of net offer to the 

public. The balance issue is offered to the public at the fixed price determined through the 

book building exercise. 

 

LITERATURE REVIEW 

Chopra (2009) carried out an analysis of long and short term performance of initial public 

offers (IPOs) of Indian companies  and reached the conclusion  that there is an existence of 

underpricing in the initial public offers (IPOs) listed in National Stock Exchange (NSE). He 

observed that underpricing is extremely high in the short run, especially in the next six 

months from the day initial public offers (IPOs) are listed. He also observed that investors 

holding their equities for a longer period witnessed normalisation in the value of initial public 

offers (IPOs), i.e. the initial public offrs (IPOs) tends to attain their true value, thereby, 

driving out the underpricing effect.   

Seshadev Sahoo and Prabina Rajib (2010) attempted to specify the relationship between post-

issue promoter groups’ retention and IPO performance on listing . The researchers 

investigated the impact of financial variables,i.e., offer size, times subscribed, age of the firm, 

book value, leverage, market volatility, ex-ante uncertainty and the post issue promoter group 

holding on listing performance of an IPO. 92 IPOs from manufacturing and non 

manufacturing sectors were used as sample and found that in 46.55% of IPOs, lisiting price 

was more than the offer price during 2002 – 2006. The study documented a positive 

relationship between post-issue promoter group holding and IPO performance on listing . The 
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results further indicated that offer size, times subscribed and post-issue promoter group 

holding were statistically significant in influencing the performance of listing. 

According to Jotwani and Singh (2011) subscription rate of the IPO plays a crucial role only 

in short run. Investors may try to analyze the demand-supply scenario of the IPO before 

investing, which has little importance in the long run. They also mentioned the objective of 

the IPO showed its importance only in the long run, i.e., five years after the issue of initial 

public offer (IPO).  

Bandgar & Atul Rawal (2012) studied the impact of pricing of Banks IPOs in long and short 

run. The researchers also evaluated the effect of size and issue nature (par, premium or at 

discount) of IPOs on its pricing. A sample of 10 banks was selected randomly which issued 

their equities through initial public offering (IPO) during the period 2000 – 2010. It was 

found that the average return in short run was at – 8% and long run was at – 53%. Further 

findings from the study revealed that big issue size IPOs got listed with a higher listing price 

and the small issue size IPOs got listed with a lower listing price. IPOs with lower issue price 

gave more returns on the listing day than the IPOs with higher issue price. Private sector 

banks IPO’s gave higher return than the public sector banks IPOs during the study period 

Ganesamoorthy & Shankar (2012) attempted to study the price behaviour of IPOs and its 

persistent effect after listing . For this purpose a standard event study methodology by taking 

market adjusted return model was used. As per the methodology, Annual average abnormal 

return (AAR) and cumulative average abnormal return (CAAR) were calculated along with 

the t-statistics for testing significance. The study covered a ten years period from 2001 to 

2010. 219 initial public offerings made by Indian companies during the period were selected 

as sample for the study. The overall result indicated that the issue price was more than listed 

price for the Indian IPOs during 2001 to 2010. Even though the AAR on the first trading day 

was more than one per cent, in the subsequent days the price was adjusted by the market. 

CAAR at the end of the event window (75th day) stood at -10.7 per cent. The negative CAAR 

of 68 days out of 75 days were found to be significant, which strongly indicate the 

underperformance of Indian IPOs during the period. 

 

OBJECTIVES OF THE STUDY 

1. To comprehend the post listing initial public offering (IPO) performance of Banks and 

Non-Banking Finance Companies (NBFCs) selected for the research study.  
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RESEARCH METHODOLOGY  

1. Initial Return or Raw Return for the Stock: This will assist in ascertaining the immediate 

return on stocks of the Banks and Non-Banking Finance Companies (NBFCs) considered for 

the study. 

LIMITATIONS OF THE STUDY 

1. The research study is based on the secondary data. 

2. All Banks and Non-Banking Finance Companies (NBFCs) whose initial public offering 

(IPO) are listed on the stock exchanges could not be covered due to technical constraints.  

3. Only one financial tool, i.e. Initial Return or Raw Return for the stock have been used and 

other financial and statistical tools have not been used.  

Gauging the Post Listing IPO Performance 

i) Banks 

The banks considered for the research study are as under: 

1) Allahabad Bank 

2) Canara Bank 

3) Punjab National Bank 

4) United Bank of India 

5) ICICI Bank 

6) HDFC Bank 

7) Yes Bank 

8) Development Credit Bank 

9) The South Indian Bank 

10) Bank of Baroda 

ii) Non-Banking Finance Companies (NBFCs) covered for the research study are as under: 

1) Power Finance Corporation 

2) Infrastructure Development Finance Company. 

3) Rural Electricity Corporation 

4) Muthoot Finance 

5) Edelweiss Capital 
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Computation of Initial Return or Raw Return for the stock of Banking companies selected 

for the research study 

The formula for calculating Initial or Raw Return on Stock is 

R_Ret = [Pt – P0 / P0] x 100 

Where, 

R_Ret. = Initial Return or Raw Return for stock 

Pt = Closing price at time t 

P0 = Closing price on listing day 

Allahabad Bank IPO was issued on October 2002 and was listed on BSE Ltd. (erstwhile 

Bombay Stock Exchange) on 29th of November, 2002. The closing price of Allahabad Bank 

stock on 29th of November, 2002 was INR 10.10. 

Applying the formula of Initial Return or Raw Return on Allahabad Bank Stock, the returns 

is computed for 5 years, 6 years, 7 years, 8 years, 9 years and 10 years  from the date of 

listing. For this purpose, the closing prices of the last day or the day closer to the end of the 

concerned month will be considered. For instance, while computing the return on stock after 

1 month of listing, the closing price of the last day of December 2002 will be considered and 

in case the last day was a non-working day or holiday of the stock exchange than the day 

immediately prior to the last day have been considered.  

Initial or Raw Return on Stock- Allahabad Bank 

Listed on  2002 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing 30.64 – 10.10 / 10.10 x 100 203.4% 

6 years from listing 31.49 – 10.10 / 10.10 x 100 212% 

7 years from listing 31.49 – 10.10 / 10.10 x 100 212% 

8 years from listing 30.64 – 10.10 / 10.10 x 100 203.4% 

9 years from listing 33.21 – 10.10 / 10.10 x 100 229% 

10 years from listing 30.64 – 10.10 / 10.10 x 100 203.4% 
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Initial or Raw Return on Stock- Punjab National Bank 

Listed on  2002 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing 99.81 – 40.00 / 40.00 x 100 149.53% 

6 years from listing 112.96 – 40.00 / 40.00 x 100 182.4% 

7 years from listing 95.62 – 40.00 / 40.00 x 100 139.05% 

8 years from listing 206.18 – 40.00 / 40.00 x 100 415.45% 

9 years from listing 237.17 – 40.00 / 40.00 x 100 492.93% 

10 years from listing 167.84 – 40.00 / 40.00 x 100 319.6% 

   

 

Initial or Raw Return on stock of Canara Bank 

Listed on 2002 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing [289.07 – 47.32] / 47.32 x 100 510.88% 

6 years from listing [157.91 – 47.32 ] / 47.32 x 100 233.71% 

7 years from listing [387.94 – 47.32] / 47.32 x 100  719.82% 

8 years from listing [ 638.65 – 47.32 ] / 47.32 x 100 1249.64% 

9 years from listing [352.25 – 47.32] / 47.32 x 100 644.40% 

10 years from listing [462.55 – 47.32] / 47.32 x 100  877.49% 

 

Initial or Raw Return on stock of United Bank of India 

Listed on 2010 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing  [32.30 – 68.80 / 68.80]  x 100 -53.05% 

6 years from listing [19.35 – 68.80 / 68.80 ]  x 100 -71.88% 

7 years from listing [25.70 – 68.80 / 68.80 ] x 100 -62.65% 
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Initial or Raw Return on stock of Bank of Baroda 

Listed on 1997 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing [167.76 – 230 / 230] x 100 -27.06% 

6 years from listing [159.07 – 230 / 230 ] x 100 -30.84% 

7 years from listing [148.12 – 230 / 230 ] x 100 -35.6% 

8 years from listing [105.55 – 230 / 230 ] x 100 -54.11% 

9 years from listing [ 177.15 – 230 / 230 ] x 100 -22.98% 

 

Initial or Raw Return on Stock- HDFC Bank 

HDFC Bank issued IPO on 14th of March, 1995 and the IPO got listed at BSE Ltd. (erstwhile 

Bombay Stock Exchange) on 19th of May, 1995. Since the data pertaining to the closing stock 

price of HDFC Bank on 19th of May, 1995 is not available, in view of this, the closing price 

of the next nearest date is considered that is 1st of January, 1996 for computing Initial or Raw 

Return on Stock. Further, in order to be in synchronization with the periods of other banks, 

since the periods considered for calculation under both the methods- Initial or Raw Return 

and Market Adjusted Excess Return are same, i.e. 2007. 2008, 2009, 2010, 2011 and 2012. In 

view of this, the periods considered for HDFC Bank since January 1st 1996 have been 

mentioned as 11 years from Jan 1st 1996, i.e. 2007; 12 years from Jan 2nd, 1996, i.e. 2008; 13 

years from Jan 1st 1996, i.e. 2009; 14 years from Jan 1st 1996, i.e. 2010; 15 years from Jan 1st, 

1996 i.e. 2011 and 16 years from Jan 1st, 1996, i.e. 2012. 

Listed on  1996 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

11 years from Jan 1st, 1996 [1070.00 – 5.18 / 5.18] x 100 20,556.37% 

12 years from Jan 1st, 1996 [1729.50 – 5.18 / 5.18] x 100 33288% 

13 years from Jan 1st, 1996 [1013.75 – 5.18 / 5.18] x 100 19470.46% 

14 years from Jan 1st, 1996 [1705.20 – 5.18 / 5.18] x 100 32818.92% 

15 years from Jan 1st, 1996 [2390.50 – 5.18 / 5.18] x 100 46048.65% 

16 years from Jan 1st, 1996 [426.85 – 5.18 / 5.18] x 100 8140.35% 
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Initial or Raw Return on Stock- Yes Bank 

Listed on  2005 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

2 years from listing [184.50 – 60.80 / 60.80] x 100 203.45% 

3 years from listing [116 – 60.80 / 60.80] x 100 90.79% 

4 years from listing [127.25 – 60.80 / 60.80] x 100 109.29% 

5 years from listing [287.40 – 60.80 / 60.80] x 100 372.70% 

6 years from listing [314.80 – 60.80 / 60.80] x 100 417.76% 

7 years from listing  [353.40 – 60.80 / 60.80] x 100 481.25% 

 

Initial or Raw Return on Stock- ICICI Bank 

Listed on  2004 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing [77.59 – 280 / 280] x 100 - 72.3% 

6 years from listing [169.64 – 280 / 280] x 100 -39.41% 

7 years from listing [202.24 – 280 / 280] x 100 -27.77% 

8 years from listing [156.55 – 280 / 280] x 100 -44.08% 

9 years from listing [204.12- 280 / 280] x 100 -27.10% 

10 years from listing  [229.61 – 280 / 280] x 100 -17.99% 

 

Initial or Raw Return on Stock- Development Credit Bank 

Listed on  2006 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing [43.25 – 26.00 / 26.00] x 100 66.35% 

6 years from listing [44.50 – 26.00 /  26.00 ] x 100 71.15% 

7 years from listing [51.85 -  26.00 /  26.00 ] x 100 99.42% 

8 years from listing [87.80 – 26.00 / 26.00 ] x 100 237.70% 

9 years from listing [87.60 – 26.00 / 26.00] x 100 236.92% 
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Initial or Raw Return on Stock- The South Indian Bank 

Listed on 2004 [Pt – P0 /P0] x 100 Initial Return or Raw 

Return on Stock 

5 years from listing [3.91 – 1.98 / 1.98 ] x 100 97.47% 

6 years from listing [8.79 – 1.98 / 1.98 ] x 100 343.94% 

7 years from listing [6.87 – 1.98 / 1.98 ] x 100 246.97% 

8 years from listing [8.40 – 1.98 / 1.98 ] x 100 324.24% 

9 years from listing [15.04 – 1.98 / 1.98 ] x 100 659.6% 

 

Computation of Initial Return or Raw Return for the stock of Non-Banking Finance 

Companies (NBFCs) selected for the research study  

Initial Return or Raw Return on Stock 

 The formula for calculating Initial or Raw Return on Stock is 

R_Ret = [Pt – P0 / P0] x 100 

Where, 

R_Ret. = Initial Return or Raw Return for stock 

Pt = Closing price at time t 

P0 = Closing price on listing day 

1) Power Finance Corporation 

Listed on February 23rd, 2007 Initial Return or Raw Return on Stock 

4 years from listing (February 2011) 120.31% 

5 years from listing (February 2012) 77.41% 

6 years from listing  (February 2013) 84.22% 

7 years from listing  

( February 2014) 

39.94% 

8 years from listing (February 2015) 144.49% 
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2) Infrastructure Development Finance Company 

Listed on November 22nd, 2010 Initial Return or Raw Return on Stock 

1 year from listing (November 2011) -44.25% 

2 years from listing (November 2012) -18.99% 

3 years from listing (November 2013) -47.5% 

4 years from listing (November 2014) -17.54% 

5 years from listing (November 2015) -44.29% 

 

3) Rural Electrification Corporation 

Listed on November 10th, 2010 Initial Return or Raw Return on Stock 

1 year from listing (November 2011) - 46.51% 

2 years from listing (November 2012) - 38.19% 

3 years from listing (November 2013) - 43.70% 

4 years from listing (November 2014) - 19.85% 

5 years from listing (November 2015) - 36.21% 

 

4) Muthoot Finance 

Listed on May 6th,  2011 Initial Return or Raw Return on Stock 

1 year from listing (May 2012) -33.39% 

2 years from listing (May 2013) -22.15% 

3 years from listing (May 2014) 1.87% 

4 years from listing (May 2015) 8.85% 

 

5) Edelweiss Capital 

Listed on December 12th, 2007 Initial Return or Raw Return on Stock 

4 years from listing (December 2011) - 84.07% 

5 years from listing (December 2012) - 77.52% 

3 years from listing (December 2013) - 81.79% 

4 years from listing (December 2014) - 66.09% 

5 years from listing (December2015) - 61.83% 
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Data Analysis and Findings 

In case of banking sector stocks, majority of public and private sector banks have generated 

positive returns, with HDFC registering an astonishing returns. It is important to note that 

Yes Bank despite being the youngest of all the banks considered for the study have shown an 

extraordinary performance as it has not only registered a positive Initial Return or Raw 

Return on stock, its returns have enhanced every year, i.e. in 2007 it was 203.45%, which 

increased to 481.25% in 2012. Stocks of ICICI Bank have not fared well as evident from its 

Initial Returns or Raw Returns on Stock: -72.3% in 2009, -39.41% in 2010, -27.77% in 2011, 

-44.08% in 2012, -27.10% in 2013 and -17.99% in 2014. However, on close observation one 

can find the silver lining that is, the negative returns have come down drastically. Another 

interesting point to note is that like HDFC Bank other private sector banks considered for the 

study have too displayed a commendable performance in terms of Initial Returns or Raw 

Returns on stock.  

Now taking the case of NBFCs,  the Initial or Raw Return on Stock of selected NBFCs, it can 

be stated that Power Finance Corporation stocks are undervalued as it has generated positive 

returns whereas stocks of Infrastructure Development Finance Company, Rural Electricity 

Corporation, Muthoot Finance and Edelweiss Capital are overvalued, since they have 

generated negative returns.  In case of Power Finance Corporation, the performance is quite 

encouraging, as Initial or Raw Return on Stock have enhanced substantially, i.e. from 

120.31% in 2011 to 144.49% in 2015. A dour performance can be observed in the cases of 

three NBFCs, i.e. Infrastructure Development Finance Company (IDFC), Rural Electricity 

Corporation (REC) and Edelweiss Capital, as their Initial or Raw Return on stock have 

constantly registered negative returns.   

Way Forward- Growth Potential of IPO  

The banking experts put forward the following reasons pertaining to the conduciveness of 

current economic scenario for IPO issue by bank and NBFCs in India: 

i) India being one of the fastest growing economy of the world and expected to be one of the 

top three economic powers of the globe over the next 10-15 years, backed by its robust 

democratic set-up provide a favourable business climate to banks and NBFCs to raise capital 

by embracing IPO (Initial Public Offering) route. 

ii) Government of India’s decision to recapitalise banks to the extent of INR 2.11 trillion 

(US$ 32.9 billion) is expected to push the credit growth in the country. Thus, along with 
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recapitalization plans, procurement of capital through IPO (Initial Public Offering) issue will 

play a pivotal role in creating a broad capital base which in turn will assist Indian banking 

sector enhance the quantum of loans to various critical sectors of the economy.  

iii) Supplementing point (ii), demand for loans / finance will increase not only from Indian 

companies but also from foreign companies as numerous foreign corporate houses are 

establishing their business units in India on account of various government initiatives like, 

‘Make in India’ and ‘Digital India’.  

iv)  According to Boston Consulting Group (BCG) report, India is expected to be the third 

biggest consumer economy as its consumption is estimated to triple to US$ 4 trillion by 2025 

due to shift in consumer behaviour and expenditure pattern. Therefore, a huge demand for 

loans in order to meet the expenditure on various items (durable as well as non-durable 

goods) is expected. In light of this, IPO issue by banks and NBFCs will assist them 

immensely in meeting the soaring demand for credit in future.  

v) India’s securing the 100th rank in the World Banks Ease of Doing Business Report, 2018 

from 130th rank in World Banks Ease of Doing Business Report, 2017 on account of 

sustainable business reforms is a metaphor of an economy growing at an astounding pace 

with potential to attain excellence in different spheres of economic activities. In view of this, 

IPO issue by banks and NBFCs will prove to be a financial blessing for them since they will 

be able to harness various business opportunities that is expected to be created due to better 

ranking by India in World Banks Ease of Doing Business Report, 2018. 
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