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SUNDAR SETHURAMAN 
Mumbai, 18 August 

T
he number of rights issues 
and funds raised through 
them fell sharply in the 
first seven months of 2021. 

Until July 2021, only four rights 
issues hit the market and cumu-
latively raised ~3,623 crore. In 2020, 
during the same period, 11 issues 
had raised ~63,537 crore. 

Even when one deducts Reliance 
Industries' rights issue, which had 
raised ~53,125 crore, the amount 
raised during the first seven months 
of 2020 by the other 10 comes to 
~10,411 crore. 

 Experts said promoters usually 
opt for a rights issue during a bearish 
market as they don't want to dilute 
their holdings when valuations are 
unattractive. They prefer to do qual-
ified institutional placements (QIPs) 
when their stock commands an 
attractive valuation. 

 "The basic reason for a company 
to come with a rights issue is when 
promoters don't want to dilute their 
stake and also raise money. The pro-
moter is also willing to shell money 
for any growth, expansion, or acqui-
sition in rights issues. In some com-
panies, rights issues happen as a 
reward to shareholders by pricing 
the issue lower than the market 
price. However, the biggest motive 
is raising money from the existing 
shareholders without diluting your 
stake in the hope that shareholders 
are happy with you and are happy 

to give you money,” said Prithvi 
Haldea, founder, PRIME Database. 

 Moreover, bankers said busi-
nesses were going through some tur-
moil last year due to the economic 
shock and pandemic's impact. And 
there was uncertainty regarding 
when the markets would stabilise. 
Hence promoters thought it would 
be better to raise some capital with-
out diluting their stake. More than 
97 per cent of the fundraising 
through rights issues happened in 
the first seven months of 2020 when 
the markets were reeling from the 
onslaught of Covid-19. 

 The success of Reliance 
Industries's rights issue and tweaks 
to the regulatory framework by the 
Securities and Exchange Board of 
India (Sebi) gave a much-needed fil-
lip to rights issues last year, apart 
from the market correction. 

 Shortening the time period 
taken to complete the transaction, 
electronic application, and allowing 
eligible shareholders to trade their 
rights entitlement (RE) were some 
of the tweaks that gave a fillip to 
rights offering as a fundraising 
instrument. 

 Reliance Industries RE trading 
generated huge volumes, allowing 
those who didn't intend to apply for 
shares in the rights issue, sell their 
entitlements for an attractive price. 

Raising funds through rights 
issue was a common practice in the 
1990s. And, according to PRIME 
Database, between 1990 and 1996, 
240 rights issues, on average, were 

launched every year. 
 However, in the past 10 years, 

qualified institutional placements 
(QIPs) or preferential allotments 
were preferred to raise fresh capital 
or issue shares to promoters. The 
pricing for QIPs is guided by the 
pricing formula prescribed by Sebi 
which is linked to the prevailing 
market price. Rights issues, on the 
other hand, allows companies to 
issues shares at any price. 

"Companies would rather do a 
QIB and raise money at current 
prices. Rewarding shareholders in a 
bullish market is difficult as prices 
keep going up. The problem with 
rights issues is that by the time you 
announce a price and the issue 
opens, the price goes down and 
hampers the process,' said Haldea. 

Bankers said that 
from now on, if the market con-
tinues to do well, the rights issues 
will remain subdued but if the mar-
kets start showing nervousness, 
right issues can see a revival. 

 "The cost of dilution has come 
down. Valuations have gone up. 
People are willing to be more aggres-
sive -- they are getting money at too-
good-to-be-true kind of valuations. 
Rights issues are unlikely to revive. 
There is no good reason for a com-
pany to convince an existing inves-
tor to put more money without 
changing his/her overall stake. If 
people are doing rights issues in this 
market, it is a clear indicator that 
they cannot raise money from out-
side and that itself is a negative 
sign," said Skanda Jayaraman, head-
investment banking, Spark Capital.

Fundraising through rights 
issue falls sharply this year
Experts say promoters opt for such issues usually in bearish market

BINDISHA SARANG 
 

July saw two record high 
numbers for systematic invest-
ment plans (SIPs). On the one 
hand, the highest-ever number 
of new SIP accounts —  
2.38 million — were started. At 
the same time, the number of 
discontinued SIPs also touched 
a high of 855,000 for the finan-
cial year.  Experts attribute two 
reasons for so many SIPs being 
discontinued. 

Says Jharna Agarwal, head, 
Anand Rathi Preferred: 
“Experienced investors are syn-
chronising their asset allocation 
with market conditions. 
Inexperienced investors, on the 
other hand, are worried that the 
market is at very high levels and 
are cutting short their SIP ten-
ures.” Note that the discontin-
ued SIP number includes those 
whose tenures were completed. 

Don’t stop equity SIPs 

Experts advise against such 
behaviour. 

Says Rishad Manekia, 
founder and managing director, 
Kairos Capital: “Link your deci-
sion to start or stop SIPs to the 
achievement of your financial 
goals.” Linking it to 
market levels is like 
trying to time the mar-
ket - something that is 
impossible to pull off 
consistently.   
Some investors have 
been shifting their SIPs 
to debt funds, even for 
long-term goals. 
Says Manish P Hingar, 
founder, Fintoo, an 
investment and tax advisory 
firm: “Younger investors should 
not worry about the risk arising 
from high market levels. They 
have time on their side. They 
should continue their equity 
fund SIPs to benefit from the 
power of compounding in the 
long run.” 

Many new investors are 
erring in the opposite direction. 
They are becoming overconfi-
dent and allocating 100 per cent 

of their SIPs to equity funds. 
“They are disregarding the 

principle of asset allocation,” 
says Gaurav Rastogi, chief 
executive officer, Kuvera. 

Due to the sharp run-up in 
equities, many investors’ port-
folios may have become over-
weight on equities. They should 
bring them back to their origi-
nal asset allocation — by book-
ing profits in equities and 
investing more in underper-
forming asset classes. However, 
completely stopping equity SIPs 

or going entirely into 
debt SIPs will hurt 
them in the long run.   

Lower NAV is not 
cheaper 

A number of new fund 
offers have been 
launched this year. 
Many investors have 
started SIPs in them 
under the notion that 

their lower net asset value 
(NAVs) of ~10 means they are 
cheaper. 

A fund's NAV depends upon 
the market price of its underly-
ing assets. Newer funds have 
lower NAVs than older ones 
because they have been around 
for only a short while. 

According to M Barve, 
founder, MB Wealth Financial 
Solutions, “Avoid factoring in a 
fund's NAV while deciding 

whether to start an SIP in it. 
Instead, assess its long-term per-
formance by comparing against 
benchmark and peer returns.” 

Be patient with your funds 

Some investors have been stop-
ping their SIPs in funds that 
have underperformed recently 
and have shifted to those whose 
recent performance has been 
better. Avoid doing so. If you 
keep switching, you will end up 
shifting from a fund whose 
good performance may be 
around the corner to another 
whose hot spell is behind it. 

Some investors have been 
starting too many SIPs, believ-
ing their portfolios will 
become better diversified. But 
there is no additional benefit 
after a point. 
“It only makes the portfolio har-
der to manage,” says Rastogi. 

Five or six SIPs should suf-
fice for most investors. 
Finally, many investors don’t 
understand the lock-in period 
for their SIPs in equity-linked 
savings schemes (ELSS). 

Says Manekia: “Every SIP is a 
fresh investment. If you start an 
SIP in an ELSS for three years, 
you will be able to redeem your 
last lot of units after six years.” 
For calculating capital gains, the 
holding period is calculated 
from the date of investment and 
not from the date of start of SIP. 

Avoid severe portfolio moves 
as markets scale new highs

YOUR 
MONEY
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Sensex touches 56,000 but ends in the red
PRESS TRUST OF INDIA 
Mumbai, 18 August 

The BSE Sensex scaled the 
56,000-mark for the first 
time on Wednesday but fin-
ished in the red following a 
late sell-off as investors 
pocketed gains in banking, 

finance and IT stocks. 
Snapping its four-session 

record-setting spree, the the 
30-share benchmark closed 
162.78 points or 0.29 per cent 
lower at 55,629.49. It touched 
its all-time peak of 56,118.57 
during the session. 
Similarly, breaking its seven-

day winning streak, the 
broader NSE Nifty declined 
45.75 points or 0.28 per cent 
to 16,568.85. It touched a 
record intra-day peak of 
16,701.85. 

Kotak Bank was the top 
loser in the Sensex pack, 
shedding 2.09 per cent, fol-

lowed by ICICI Bank, 
PowerGrid, IndusInd Bank, 
HDFC, Axis Bank and 
Maruti. On the other hand, 
UltraTech Cement, Bajaj 
Finance, Bajaj Finserv, Nestle 
India and Bajaj Auto were 
among the gainers, advanc-
ing up to 2.46 per cent.

TAKING A DIP

DEMAND NOTICE

If thesaidBorrowersfail tomakepaymenttoIIFLHFLasaforesaid, IIFLHFLmayproceedagainst theabovesecured

assetsunderSection13(4)of thesaidAct.and theapplicableRules,entirelyat the risks, costsandconsequencesof

theBorrowersFor, furtherdetailspleasecontact toAuthorisedOfficeratBranchOffice:AmbitionTower,PlotNo.D-

46-B, Offices No. 307 To 312, Malan Ka Chauraha, Agrasen Circle, Subhash Marg,C-Scheme, Jaipur - 302001

and/orCorporateOffice:IIFLTower,PlotNo.98,Phase-IV,UdyogVihar,Gurgaon,Haryana.

Sd/-   Authorised Officer For IIFL Home Finance LimitedDate: 19-August-2021      Place: Jaipur

Demand Notice

Date and Amount

Description of secured asset
(immovable property)

Mr. Ajay Bairwa, Ajay

Photo Studio, Mrs. Pinki

Bairwa (Prospect No

IL10060894)

11-August-2021

Rs. 21,69,090/- (Rupees

Twenty One Lakh Sixty Nine 

Thousand Ninety Only)

All that piece and parcel of the property being : 

Unit No T-01, 3rd Floor, Super Built Up Area 1150 

sq ft., Plot No 467 A, Oriental Acard Mahal 

Jagatpura, Jaipur, Rajasthan, 302020, India 

Name of the
Borrower(s) / Guarantor(s)

Under Section 13(2) of the Securitisation And Reconstruction of Financial Assets And Enforcement of Security

Interest Act, 2002 (the said Act.) read with Rule 3 (1) of the Security Interest (Enforcement) Rules, 2002 (the said

Rules).InexerciseofpowersconferredunderSection13(12)ofthesaidActreadwithRule3ofthesaidRules,theAuthorised

Officerof IIFL Home Finance Ltd. (IIFL HFL) (Formerly known as India Infoline Housing Finance Ltd.) has issued

DemandNoticesundersection13(2)of thesaidAct,callingupon the Borrower(s), to repay theamountmentioned in the

respective Demand Notice(s) issued to them. In connection with above, notice is hereby given, once again, to the

Borrower(s) to pay within 60 days from the publication of this notice, the amounts indicated herein below, together with

furtherinterestfromthedate(s)ofDemandNoticetillthedateofpayment.ThedetailoftheBorrower(s),amountdueason

dateofDemandNoticei.e.11-Aug-2021andsecurityofferedtowardsrepaymentof loanamountareasunder:-
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