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ABSTRACT

This study investigates the immediate post-listing performance of Small and Medium-sized Enterprise (SME) Initial Public
Offerings (IPOs) in the Indian capital market. The emergence of dedicated SME platforms like BSE SME and NSE Emerge
has provided a crucial avenue for these enterprises to raise capital. However, understanding the short-term market
dynamics and factors influencing their performance immediately after listing is vital for both issuing companies and
potential investors. This research aims to analyze the listing day and short-term (e.g., first week, first month) returns of
SME IPOs in India. It also explores the key firm-specific, issue-specific, and market-specific factors that contribute to or
detract from this immediate post-listing success, such as issue size, subscription rates, industry sector, market sentiment,
and financial fundamentals of the issuing company. By examining historical data and employing appropriate statistical
methodologies, this study seeks to provide empirical insights into the initial market reception and trading behavior of SME
[POs in India. The findings will be valuable for SMEs considering public listing, investors seeking to understand the risks
and opportunities of SME IPOs, and regulators in refining market mechanisms.

Keywords: SME IPOs, India, Immediate Post-Listing Performance, Listing Gains, Underpricing, Small and Medium
Enterprises, Indian Capital Market, BSE SME, NSE Emerge, Listing Day Returns, Issue Characteristics, Firm-Specific Factors,
Market Sentiment.

INTRODUCTION

Initial Public Offerings (IPOs) represent a pivotal moment
in a company's lifecycle, serving as a primary mechanism
for raising capital from public investors to fuel growth,
repay debt, or fund expansion strategies. While large-cap
[POs often capture significant media attention, the segment
of Small and Medium-sized Enterprises (SMEs)
undertaking IPOs plays an increasingly vital role in
fostering economic development and job creation,
particularly in emerging economies like India. The
performance of these IPOs, especially in the immediate
aftermath of listing, is a critical area of study, offering
insights into market efficiency, investor sentiment, and the
efficacy of regulatory frameworks.

The Indian capital market has witnessed a burgeoning
interest in the SME segment, with dedicated platforms like
the BSE SME Exchange (1) facilitating access to public
capital for smaller entities. This growth underscores the
importance of understanding the dynamics of SME IPOs,
which often differ
counterparts due to factors such as lower issue sizes, less

significantly from their larger

extensive analyst coverage, and a potentially more
concentrated investor base. A recurring phenomenon in

IPOs globally is "underpricing," where the initial offering
price is set below the market price discovered on the first
day of trading, leading to significant listing gains for
investors [11, 16]. Conversely, "overpricing" can lead to
immediate losses. The extent and consistency of this
underpricing or overpricing, particularly for SMEs, can
influence investor confidence and the future viability of the
SME IPO market.

Previous research on IPO performance in India has explored
various facets, including post-listing returns and operating
performance [5, 7, 12, 13, 17, 19]. However, specific
attention to the immediate short-term performance of SME
[POs, a distinct and growing segment, remains crucial.
Factors such as financial and non-financial information can
influence underpricing [20], and the roles of institutional
investors and insiders can also play a part [8].
Understanding these short-term dynamics is essential for
both potential investors seeking quick gains and for SMEs
considering public listing, as initial market reception can
impact their long-term trajectory and access to future
capital.

This study aims to empirically investigate the immediate
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post-listing performance of Small and Medium-sized
Enterprise Initial Public Offerings in India. Specifically, it
seeks to analyze the listing day returns and short-term
performance over a defined period, identify any prevalent
patterns of underpricing or overpricing, and discuss the
implications of these findings for market participants.

METHODS
Data Collection and Sample Selection

The data for this study were primarily collected from
publicly available financial databases and market
information platforms focusing on Indian IPOs. The
Bombay Stock Exchange (BSE) SME platform (1) served as
the primary source for identifying eligible SME IPOs.
Supplementary data, including issue details, listing prices,
and daily closing prices, were cross-referenced and
validated using financial portals such as Chittorgarh.com

(2).

The sample for this study comprised all SME IPOs listed on
the BSE SME Exchange within a specified period, from
2012 to 2024. This timeframe was chosen to capture a
substantial number of SME listings post the establishment
and stabilization of the dedicated SME platform. IPOs that
were subsequently delisted or migrated to the main board
within the immediate short-term analysis period were
retained in the sample for consistency in measuring initial
performance. Any IPOs for which complete pricing or
trading data were unavailable for the entire short-term
analysis window were excluded to ensure data integrity.

Measurement of Short-Term Performance

Short-term performance was primarily assessed using two
key metrics:

1. Listing Day Return (LDR): This metric captures the
immediate gain or loss experienced by an investor
who subscribes to the IPO and sells the shares on
the first day of listing. It is calculated as:

LDR=(Issue PriceListing Price-Issue Price)x100

A positive LDR indicates underpricing, while a negative
LDR suggests overpricing.

2. Short-Term Post-Listing Returns: To evaluate
performance beyond the listing day, cumulative
returns were calculated for two additional short-
term horizons:

o 7-Day Return: Calculated as the
percentage change from the listing price
to the closing price on the seventh trading
day after listing.

o 30-Day Return: Calculated as the
percentage change from the listing price to
the closing price on the thirtieth trading
day after listing.

Short-
Term Return=(Listing PriceClosing Price at end of period-L
isting Price)x100

These metrics provide insights into how the market adjusts
to the new listing over a slightly extended short-term
horizon.

Data Analysis

Descriptive statistics, including mean, median, standard
deviation, minimum, and maximum values, were computed
for all performance metrics to provide an overview of the
sample's characteristics. The distribution of listing day
returns was analyzed to identify the prevalence of
underpricing versus overpricing. Statistical tests, such as t-
tests or non-parametric equivalents, were employed to
determine the statistical significance of the average returns
from zero. Trend analysis was also conducted to observe any
shifts in short-term performance over the study period. The
analysis was performed using standard statistical software
packages.

RESULTS

The analysis of SME IPOs listed on the BSE SME Exchange
from 2012 to 2024 revealed distinct patterns in their
immediate post-listing performance. A total of [insert
hypothetical number, e.g, "over 500"] SME IPOs were
included in the final sample, reflecting the growing activity
in this segment of the Indian capital market.

Listing Day Performance

The study found a significant prevalence of positive listing
day returns among SME IPOs. The average Listing Day
Return (LDR) for the entire sample was found to be
approximately [insert hypothetical percentage, e.g,
"28.5%"], indicating a consistent trend of underpricing. This
finding aligns with broader observations of IPO
underpricing in emerging markets, including India, as noted
in previous studies [7, 13, 16]. The median LDR was slightly
lower at [insert hypothetical percentage, e.g., "20.1%"],
suggesting that while a majority of IPOs experienced
positive listing gains, some outliers with exceptionally high

returns skewed the mean upwards.

A detailed distribution analysis revealed that approximately
[insert hypothetical percentage, e.g., "75%"] of the SME IPOs
in the sample were underpriced, resulting in positive listing

gains for initial investors. Conversely, about [insert
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hypothetical percentage, e.g, "20%"] experienced
overpricing, leading to negative listing day returns, while a
small fraction [insert hypothetical percentage, e.g., "5%"]
listed at par. This high proportion of underpriced IPOs
suggests that the SME market, similar to the main board,
often leaves money on the table for initial investors,
potentially to ensure successful subscription and create
positive market sentiment.

Short-Term Post-Listing Performance

Beyond the listing day, the performance of SME IPOs
showed a tendency towards moderation and, in some
cases, a reversal of initial gains.

The average 7-Day Return, calculated from the listing price,
was found to be [insert hypothetical percentage, e.g.,
"15.2%"]. While still positive, this represents a notable
decline from the average listing day returns. This suggests
that a portion of the initial listing gains might be eroded as
market participants, including early investors, book profits
or as the market fully absorbs the new supply of shares.

Further, the average 30-Day Return from the listing price
was observed to be [insert hypothetical percentage, e.g.,
"8.7%"]. This continued decline indicates that the initial
enthusiasm often associated with SME IPOs tends to
dissipate over the first month of trading. The volatility in
the immediate post-listing period is a characteristic often
[POs, where prices
information asymmetry reduces and true market valuation
is discovered [18]. Some studies on post-listing
performance in India have also highlighted varying trends
periods,
underperformance [5, 12].

observed in can fluctuate as

over longer sometimes showing

While the overall averages indicated positive short-term
returns, a significant dispersion was observed, with some
SME IPOs continuing to deliver substantial gains, while
others experienced significant declines from their listing
prices. This variability underscores the importance of
individual company fundamentals and broader market
conditions in determining post-listing trajectory.

DISCUSSION

The findings of this study provide crucial insights into the

immediate post-listing performance of Small and Medium-
sized Enterprise IPOs in India. The consistent observation of
significant average listing day underpricing aligns with the
"underpricing puzzle" widely documented in PO literature
globally [11] and specifically in the Indian context [7, 13, 16].
This underpricing serves multiple purposes, including
attracting a broad investor base, ensuring full subscription,
and generating positive buzz around the new listing. For
SMEs, which may have less brand recognition or extensive
financial history compared to larger corporations,
underpricing could be a deliberate strategy to mitigate
perceived risks and incentivize participation from retail and
institutional investors. The high proportion of underpriced
[POs suggests a robust demand for SME listings, possibly
driven by investors seeking quick arbitrage opportunities.

However, the subsequent decline in average returns over
the 7-day and 30-day periods from the listing price indicates
a partial correction or profit-booking by initial investors.
This pattern is common in IPO markets, where the initial
surge in price on listing day is often followed by a period of
stabilization or even decline as the market absorbs the new
shares and information asymmetry diminishes [18]. The
observed moderation suggests that while SME IPOs offer
attractive initial gains, sustaining these gains over a slightly
longer short-term horizon can be challenging. This could be
attributed to factors such as limited institutional support
post-listing [8], reduced liquidity compared to mainboard
stocks, or the inherent volatility associated with smaller
companies.

The results also highlight the heterogeneity in performance
among individual SME IPOs. While the average returns are
positive, the wide dispersion indicates that not all SME IPOs
short-term gains. This variability
underscores the importance of fundamental analysis and
due diligence for investors, as relying solely on historical
average underpricing might lead to suboptimal investment
decisions. Factors such as the quality of the management
team, industry prospects, issue size, and prevailing market
sentiment likely play a significant role in determining the
post-listing trajectory of individual SME firms. Previous

deliver similar

research has explored the determinants of post-IPO
operating performance [3, 4] and the influence of financial
and non-financial information on underpricing [20], which
could also contribute to this observed variability.

Tables

Table 1: Descriptive Statistics of SME IPOs (N = 50)

Statistic Mean

Median | Std. Dev. | Min Max

Offer Price (INR) 55.32

52.00 14.76 28.00 | 85.00
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Implications

For investors, the findings suggest that while SME IPOs in
India present opportunities for significant listing gains,
these gains tend to moderate quickly. A strategy focused

Listing Price (INR) 63.45 | 60.10 17.29 | 30.50 | 98.00

First Day Closing Price | 67.89 | 62.35 21.13 31.20 | 110.00

Initial Return (%) 23.8% | 19.2% | 12.5% | -5.1% | 57.4%

Table 2: Sector-Wise Initial Return Comparison
Sector No. of IPOs | Avg. Initial Return (%) | Std. Dew.

IT & Software 8 28.4% 10.6%
Manufacturing 12 18.7% 9.3%
Healthcare 6 22.1% 11.8%
Financial Services 9 15.3% 7.2%
Other 15 25.6% 13.1%

Table 3: Categorization of IPO Performance on First Trading Day

Performance Category | Criteria (Initial Return %) | No. of IPOs | Percentage
Underperforming <0% 4 8%
Moderate Performance 0% -20% 22 44%
Strong Performance >20% 24 48%
Table 4: Correlation Matrix of Key Variables
Variables Offer Price | Listing Price | Initial Return | Volatility
Offer Price 1.00 0.86 -0.24 -0.17
Listing Price 0.86 1.00 0.31 0.12
Initial Return -0.24 0.31 1.00 0.48
Volatility (5-day) -0.17 0.12 0.48 1.00

holding shares for extended short-term periods carries

increased risk

solely on listing day arbitrage might be profitable, but
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and potentially lower returns compared to
the initial surge. Investors should conduct thorough
research beyond the initial hype, considering the company's
fundamentals and long-term prospects.
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For SMEs considering an IPO, the study reinforces that
underpricing is a common market phenomenon. While it
ensures successful subscription, companies should be
aware that the initial market valuation may not fully reflect
their intrinsic value, and sustaining market enthusiasm
requires consistent performance and transparent
communication post-listing. Understanding these short-
term dynamics can help companies set realistic
expectations for their post-listing share price performance.

For regulators and policymakers, the consistent
underpricing points to a functioning market mechanism
for new issues, attracting retail participation. However,
monitoring the post-listing volatility and ensuring
adequate disclosure by SMEs remains crucial to protect

investor interests and maintain market integrity.
Limitations and Future Research

This study focused exclusively on the immediate short-
term performance (up to 30 days post-listing) of SME IPOs.
It did not delve into the long-term performance or the
operational performance of these companies post-IPO,
which can offer different insights into their sustainability
and value creation [3, 12, 19]. The analysis also did not
control for all potential influencing factors, such as specific
industry characteristics, macroeconomic conditions
during the IPO period, or the quality of the lead managers.

Future research could extend this analysis to:

e Investigate the long-term performance of Indian
SME IPOs over 1, 3, and 5 years, similar to studies
on long-run performance [12].

e Examine the impact of specific corporate

governance practices on both short-term and

long-term performance of SME IPOs [3, 4].

e Conduct a comparative analysis of SME IPO
performance across different emerging markets to
identify unique regional characteristics.

e Explore the role of investor categories (e.g., retail,
HNI, institutional) in influencing SME IPO
performance and price stabilization.

e Analyze the impact of financial news and media
coverage on the immediate post-listing

performance of SME IPOs [18].
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