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Abstract
The industrial securities market in India consists of new issue market and stock exchanges.
NIM facilitatestransfer of resourcesfromsaversto the usersand transferring themto produc-
tive purposes, which isan important requisite of economic growth. There are various methods
used in the flotation of securities in the new issue market. They are public issues, offer for
sale, placement and rights issues. This paper makes an attempt to review the growth of
primary market in India.

Introduction of economic growth. It is not only a platform
for raising finance to establish new enterprises

The industrial securities market in In- o f ) ) fioati
dia has in recent years ungene significant putgso or gxpan5|oh/dlver5| ication/ modern-
|&§t|on of existing units.

changes keeping in pace with the changing nee
of market participants. They facilitate the realM ethods of Floating New |ssues
Iocati.0n of sgvings frgm savers to (.-:‘ntrep.reneurs. The various methods which are com-
T.he mdustrla}l securities market in India Con'monly used in the flotation of securities in the
sists of new issue market and stock exchanqgew issue market are:

The new issue market deals with the new

securities which were not previously available (i) Public issues

to the investing public.ie., the securities that are (i) Offer for sale

offered to the investing public for the firsttime.
The market, therefore, makes available a new
block of securities for public subscription. In (iv) Rights issues.

other words, new issue market deals with rai%layers in the New | ssue M ar ket
ing of fresh capital by companies either for cash
or for consideration other than cash.

(iii) Placement

There are many palyers in the new

issue market. The important of them are the
Functions of New |ssue Market following:

The main function of new issue market 1 Mmerchant Bankers
is to facilitate transfer of resources from savers
to the users. The savers are individuals, com-
mercial banks, insurance company etc. The us- 3. Collecting and Co-ordinating Bankers
ers are public limited companies and the Gov-
ernment. The new issue market plays an im-
portant role in mobilizing the funds and
transfering them from the savers to borrowers Mailing Agencies.
for productive purposes, an important requisite

Registrars

»

Underwriters and Brokers

o

Printers, Advertising Agencies and
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Recent Trendsin New Issue Market gradual decrease from 451 in 1993-94 to 20 in
Economic liberalization, privatization, 2002-03. In the same fashion, the capital rose

foreign private participation, disinvestments ifrough IPOs also showed significant decrease

public sector and regulatory changes provide%lVer the years during the study period. How-

a new impetus to the capital market. In thi§Ve' maginal improvement was recorded in
paper an attempt has been made in the foIIO\AZOO?"OA"

ing sectors to review the trends of new issue Financial instruments are used for rais-
market. ing funds. The analysis of instruments used in
Table —I shows trends in the Composi;he new issue market revealed that there are
tion of new issues in primary market in IndiaeqUItIes (issued .at par and prem|um),. CCPS_’
during the study period from 1993-94 to >0p3P0onds and other instruments used to raise capi-

04. The number of new issues made by Indiattf'?I dur.ing the study perioq. The equities issued
companies has declined fro4B issues worth at par increased from 608 issues worth Rs.3,808
Rs. 24372 crores in 1993-94 to 57 issues Worff{Ores t0 1,181 issues worth Rs. 4,958 crores in
Rs. 23,272 crores in 2003-04. The year 1994:995-96. Later there was a steep decline in the
96 accounted for 1,725 issues worth Rs. 20,8§ﬂuity issues. Similar trend was also evidenced
crores. From this, it is clearly understood thaf’ the cgse? of eqwﬂes issued at premium. But
new issue market during the study period hatjg(_e .eqw.ty Issues continued to top as respurce i
not fared well both in terms of number of issue§'>'""N9 instruments than that of other instru-
and the amount raised through new issues. Mo%ents.
importantly Indian corporate sectors were not The share of CCPs, bonds and others
successful in raising funds through public isinstruments used in the primary market in India
sues during the study period. during study period were insignificant. Further
Indian companies raise funds througrﬁjuring 2902-04, these instruments \(ver'e' not used
two categories- public and rights issues. The thg prlmary .market. The NIM significantly
category wise analysis of new issue market i[ﬁro'wdes f?nanmal resources for the develgpment
India clearly indicated the fact that resourcegf industrial sect(.)rs..l.—|ence a well funct|o.n|ng
raised through public issues has significantly dé\-”M becomes significant for the sustained
creased over the years (from 773 to 35). Th%rowth of econonty
highest number of public issues (1426) waReasonsfor Poor Performance of New | ssue
made in 1995-96.0n the other hand, the amouktar ket
raised by public issues has increased from Rs. From the above analysis, it is clearly

.15’449 crore to Rs 22,265 crore. In the ”ght_évidenced that the new issue market has not
issues, they gradually decreased from 370 Wred well during the study period. The follow-

1993-94 to 22 in 2003-04. ing reasons could be attributed to the poor per-
The analysis of issue types is made adermance of new issue market in India.

cording to listed and IPOs. The capital raised 1. The success of any new issue depends
by the listed companies recorded more or Ie%% the thoroughness in the investigation of the
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project and soundness of judgment about spon- should be on the pattern of issue houses in
soring institution. There is no adequate institu- UK. Their main advantages would be skill
tional arrangement in India for appraisal of the and expertise, which would have a salutary
project thoroughlyThere are no fixed norms  effect on the quality of new issues as well as
for getting the appraisal of approved project. standard and &€iency of the market itself.

2. There is no seriousness to checki. Indian corporate sectathrough its perfer
performance of the company after the issue. mance and strategic plan, should gain in-

3. It seems that merchant bankers are vestors’ confidence.

not playing development role. No adequate aiv. Indian Government should take some con-
tention is paid by them to technical and mana- crete steps against firms which are regis-
gerial aspects while appraising the project pro- tered, but not functioning.

posals. As a result, small investors are dUpeéonclusion

by the companies.
The analysis of this study brings out the

_ 4. Indian cor.porate has fayled to promotqact that new issue market has fared well to some
confidence among investors during recent IoasExtent till 1995-96 in all respects. From 1996 to
5. Performance of secondary market ha®003, the primary market did not play a signifi-
not been encouraging. cant role in resource mobilization. Howeyver
Suggestions of the Study there is a positive improvement from 200
hope that this trend would continue in future

The following are the important sug-yo0, This study creates scope for further research
gestions for the betterment of new issue markgkh, NIM market.

in India.
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