
 
 

1 | P a g e  

                 
                       

                 
                       

                 
                       

From the CIO’s desk | Market musings | Aug 2023

Mind the gap 

Fund ng d ough        e       l ng  he    v  e equ  y e o y  e   f e   he     n e e      e       ed  o l f  off.  nl   ed  o   n e  funded 
by    v  e equ  y  u   ge   e dy fo   n  PO o  ge   b o bed  h ough  n  &      o e    ge.  he h ndove  f o     v  e     e    o 

 ubl       e            e  of g e    n e e    o u      ubl       e   nve  o  .  he whole   e       l nd  ne. He e    why,  

1. P  v  e equ  y  nve  o   h ve  n e e    n  ubl       e   only  o f       he  ubl       e    e   n buoy n  enough fo   he   o 

ge  good ex   . 

2.  he   e- PO     e     l  gely ou   de  he  u v ew of  egul   on un  l  he    e of  PO.  he    u ed     e  v lu   on of 

unl   ed  o   n e  w    ng  o ge   n ex   h   be o e   ze ble  n  nd  .  ny un egul  ed     e  wh  h    u e    ze develo   

      . 

 he e   e   ny   end   nd         n  he unl   ed     e  h    hould eng ge ou     en  on. He e   e   few,  

1. Jargon 

P  v  e     e    h ow u    lo  of j  gon. By    elf,  h           v  l    ue.  he   oble      h    he  ho u  of n      ve  end   o 

  e  e hy e. He e          le  of  he j  gon  h   we  ee be ng  o  ed  bou   nd  he  ough equ v len  f o  ye  e ye   .  

Current terminology    From an earlier era  

P  h  o   of   b l  y     e     on  e  od 

 n   e ono        Con   bu  on    g n o    o      g n 

  o    e  h nd  e V lue     o     le  ( n lud ng ex   e) 

  h  lo u e o   e  e  X fund ng   qu  y d lu  on 

 ezz n ne Fund ng    P o o e  fund ng 

Wh le  he equ v len e h n ed  bove    no    un ve   l   u   ,  he nub of  he     e      h    he  on e     ou ed  bou     
  n       e no h ng new.  loquen e  n  e   nology  hould no  be equ  ed w  h v lue   e   on. We h ve been  he e befo e.   

2. Evolution of regulation 

 he      -u   (when  hey   e   uly       ng u ) need lo  of elbow  oo   nd  egul   on  hould no       le  nnov   on.  he e 
w      u h-  l gned en   y of  he   o  ove  e   f o  l  en e   j  o  he f ee     e   h    egul  ed  PO      ng.  he en   y 
w   bo  ngly  h    ened Con  olle  of C     l    ue  o   he CC .  he CC  de e   ned  he     e    wh  h  he b  on w       ed 
on.  he e w   no  e h n    fo  d   ove  ng wh    he buye     e w ll ng  o   y.  he e w   l   le d ffe en     on b  ed on 
 he qu l  y of  he bu  ne   o   he ou loo . CC   oo  on  he   n le of de e   n ng wh     gh  be f    fo   nve  o  .  h   led 
 o      n  g ey     e     h n   on , ove  ub       on   nd  o  - PO   ng .  

When   B       ed  l gn ng  egul   on  w  h  n e n   on l        e ,  he e  h      h f ed  o d   lo u e.   n e  h      e   l 
 h f ,    h    lw y  been  bou  be  e  d   lo u e  nd   u   ng  he     e   o d   ove   he   ue     e.  n  he end,  he     e  
  y h ve  lw y  f gu ed ou   he     e –  n  he CC  d y   nd  he e f e . Bu   hen,  h     o e   w   neve    oo h;  hen  nd 
now.  nve  o    u   f   o   h    n befo e ju   ng  n o  he f  y.  

3. One way surge in risk appetite 

P  v  e     e   h ve  een   huge  u ge  n         e   e.  he  o    FC l qu d  y b nge h    on u ed  ll  h     ood  n  he w y. 
   e   h ve been b d u .  ew  e      h ve been u ed  o ju   fy    e       ng. We h ve he  d  on e    wh  h boldly ex l  n 
 h    he lo  e   n u  ed by  n  o n    e  e e    oun  ng lo  e   nd  hould be v ewed     nve   en    n  n  ng ble    e  . 
 he e  l e  e   h d     own w y of  dd e   ng  he     ng        h be ween   end ng  o bu ld   bu  ne    nd     ng  oney 
ou  of   . When       l    u  u e h d deb  wh  h funded  dd   on of h  d f xed    e   l  e f   o  e ,  he  n e e      d on lo n  
   o   o  o  e    l   odu   on w         l  ed.  h   blo  ed  he f xed    e       h      e. When         e  we e no  u  l zed 
fully  nd lo  e  we e  e o  ed,  h   w   o e    ng leve  ge w    ng  o unle  h    elf.  he n  u e of  nve   en    n bu  ne   

  y h ve  h nged  nd  o h    he       l    u  u e.  o h ng h   been d   ove ed  f e h.  

 e ,  he bu  ne    odel   n  e en     e   ely on    l b l  y  h ough u e of  e hnology. C e   ve de   u   on   n of en    e  
 e ul   n  h  eholde  v lue. Howeve ,  u h v lue  hould flow  h ough  n  e    of   of   . P of   b l  y    no    f vou  
be  owed by  he new  ge bu  ne  e  on  nve  o  .  he    h  o  he    e    no   n o   on.  he unw ll ngne   o   n b l  y of 
 ho e  llo    ng       l  o no     e    h     y go down    one of  he b gge        of de el    on of f du    y  e  on  b l  y. 
When         e   e w      u ed  o h ve u w  d  ob l  y w  hou    l    , eve y h ng   y h ve been o  y.  ow  h   g  v  y 
h      en ove ,   ele on    e  u bl ng ou . C ve       o .  

4. Transparency with a twist 

   n    en y     he  n  do e  h   f ee     e   offe   g  n      e      o   e  e v lue ou  of  h n    . Buye     e  u  o ed  o 
w l   w y  f  n    e      oo ho .  he e          h.  



 
 

2 | P a g e  

                 
                       

                 
                       

                 
                       

From the CIO’s desk | Market musings | Aug 2023

 n  he  b en e of  egul   on,    n    en y   n ge  lo   ded. Fo   n   n e,  he volu e of  h  e     ded  n  he   e- PO     e  
 h ough  e ond  y   le     no     equ  ed d   lo u e.  he     e    wh  h  ho e    n     on  h   en    no   nown e  he . Wh   
    nown     he    e of  he  PO     he nu be  of fund-    e  done, when  nd how  u h. Wh le  h      good,  he e    no 
 on ex   o why v lu   on    y h ve gone u   n    el   vely  ho      n of    e befo e  he  PO. 

Publ       e     ov de   f   ewo   whe e  elev n  d        v  l ble  e  le  ly  o  h    he e       on ex   o     e d   ove y. 
 he e     on  nuou     u  ny. Regul   on  h ve been evolv ng  o    e  he   o e    o e  obu  . P  v  e     e     e w y  oo 
o  que.  h      no    good  e -u  fo   o   l    ng     e d   ove y. 

5. Stickiness of prices  

Wh   goe  u  w  hou  good  e  on  hould  o e down.  n  he  u  en  env  on en ,  h   doe  no   lw y  h   en e   ly fo  
  o       e .    h   been  on ended  h     o       e    e  el   ve.  f     o   h   been    o ded le de  h       u   nd enjoy  
h gh v lu   on , eve y h ng el e ge    efe en ed  g  n    h  .  f  he e      huge de  nd fo   n  PO  nd  h    e ul    n   h gh 
l    ng     e,  he  efe en e v lue   e  e          ne   on  he down  de.  f  he  PO    ue     e    elf de  ve   e  e   b l  y 
be  u e of   e- PO de l  done,  h    ould be   he dy   x.       e    ny  on h  – even   ny qu   e   o  ye    befo e  he 
    e d   ove y  e  le  down.      y be   gued  h    he   ev  l ng     e     he f        e  n  he  n e   . We h ve  o  g ee. 
 he  on e   of    g n of   fe y    g ven  n un e e on ou  bu   l  n  he   o e  .  

We delved  n o  he de   l  of how   o    h ve beh ved  f e   PO. Wh       e  fo  u      e ond  y     e   nve  o       he beh v ou  
of     o   f o   he l    ng     e  nd no   he  PO    ue     e. He e       n   ho  of  he  e ul  . 

 oney     ed f o   PO f o   ugu   2018  o July 2023 (R . C ) 2,15,530 

 u be  of  PO  356 

 ed  n  nnu l  ed  e u n  10% 

 u be  of  PO  be   ng   f y C  R f o  l    ng     e 169 

 u be  of  PO     d ng below l    ng     e 138 
Source: Ace Equity, Spark Fund Research 

Top 25 IPOs in terms of size 

S.no Company 
Amount 

raised (Cr) 
Listing 
Price 

CMP 
CAGR 

(%) 
FY23  
PE(x)  

1 One97 Co  un     on  (P y  ) 18,300 1,955 854 -37 NM 

2 L fe  n u  n e Co  o    on of  nd   15,381 867 645 -20 11 

3 Zo   o  9,375 115 98 -10 NM 

4  B  C  d   nd P y en   e v  e   7,571 658 817 8 34 

5      He l h  nd  ll ed  n u  n e  6,401 849 635 -16 59 

6 PB F n e h (Pol  y B z   ) 5,952 1,150 774 -23 NM 

7  on  BLW P e    on Fo g ng  5,550 302 597 32 88 

8  uvo o V      Co  o    on 5,000 471 337 -15 766 

9  nd  n R  lw y F n n e Co  o    on 4,633 25 50 32 10 

10 P   nj l  Food   4,544 850 1,231 35 50 

11  l nd Ph      4,536 1,701 1,738 -2 37 

12   n  nd Ph      4,326 1,300 1,810 40 57 

13 Che  l      n    3,850 525 520 -8 54 

14 Ved n  F  h on   3,149 936 1,262 22 71 

15 Delh ve y  3,046 493 441 -13 NM 

16 C     de  e h  2,999 1,600 549 -43 75 

17 F    -Co  e  e Ven u e  ( y   ) 2,980 2,001 134 -46 1914 

18  d n  W l     2,819 221 360 42 80 

19    u  V lue Hou  ng F n n e  2,780 330 270 -10 27 

20  B L   C  2,768 712 390 -27 19 

21     o e h Develo e    2,500 439 670 21 66 

22 Co  u e   ge   n ge en   e v  e   2,244 1,518 2,376 18 41 

23     h  e Food   nd    2,073 1,311 1,424 2 36 

24 V j y  D  gno     Cen  e  1,895 542 522 -7 57 

25 Devy n   n e n   on l  1,838 141 195 18 90 
Note: PE(x) mentioned as NM are not meaningful due to losses in the FY23; IPOs from Aug-18 to July-23; Price as on 31st Aug 2023. 
Source: Ace Equity, Spark Fund Research 
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1.  he  ed  n P  of  he   o     e fo   ng be  e   h n   f y (wh  h         lle  nu be )  e   n  h gh –  n f    ve y h gh. 
Wh le  h     y be ex l  ned  w y    P  be ng   b d  e  u e,  o   of  he e  o   n e  don’   l o       u  on  e       u h 
   f ee    h flow .  

2.       gene  lly bel eved  h   h ghe  g ow h   o  e      y be  u  o   ng v lu   on . Howeve ,    lo e  ex   n   on  eve l  
 h    he  e l  e  on    beh v ou  l.  e  o  o   he        o y- ell ng h    e ul ed  n   o    be ng d  ven u   nd  hey  e   n 
     y on  he down  de.  

3.  o be  u e,  o e of  he e  o   n e    y ye     e       long- e   we l h   e  o  .  We need  o be ve y  ele   ve  nd 
obje   ve. C u  on     n o de . 
 

The writing on the wall 

 he  e d  h ough fo   e ond  y     e   nve  o       le  . 

1.  he b  on  h          ed on by  he       y     e   o  he l   ed     e  h     oved  o be   fl   y one fo   o       .   e d 
w  h   u  on. 

2.  he  l gn en  of   ny (no   ll)   n ge en   of  o   n e  ge   ng l   ed h   of en been w  h  he    v  e  nve  o   who 
e  l e  funded  he   g ow h.   no   y  nve  o    n  ubl       e   don’  owe  he   ny h ng  nd  he e    no need  o be ove -
 wed w  h  he .  

3.  he d y ng u  of fund ng  n    v  e     e   h   led  o  e- e    n v lu   on .  he  how   y ju   h ve begun.  he   g  of one 
b g  o   ny  n edu    on     e     he e fo   ll  o  ee. V lu   on    n  o e down  nd  he e   n be  e  ou  v lue de   u   on 
even  n    v  e     e  .  

4.  he e    no  en e  n de  v ng  o fo   f o   he  efle  ed  e  e   b l  y  h   b g n  e    y  ee   o b  ng     nve  o    n  he 
  e- PO ve   on of    o   ny.  

5. Lo  e   hould neve  be    en l gh ly, even  f  hey   e    oun  ng lo  e   nd  he e   y be  e     n   dee e  loo . Publ   
    e    ubje     o     o d  ly    u  ny  nd  he e    no h ng g e    bou     o   ny  h    ee    e o   ng lo  e  o    of     h   
  e   ny  o    ed  o  he     e  v lue.  

6. Publ       e   nve  o   h ve enough  ho  e.  he e    no need  o f ll  n o  he          . 

7. Publ       e     n be fo g v ng  n  e    n    u   on   nd ex end   long  o e.  ve y  o e h    n end.  

 

 e  –   lo  of  he we l h   e  o    n  ubl       e   on e    e ou  w  h  n  PO  nd  ll of  he e we e no    of   ble f o  d y 
one.  Howeve , eve y  o   ny d d no  end u      n     n P  n  , HDFC B n  o  B j j F n n e.  he h   o y     lu  e ed w  h 
f  led  o   n e . One  o e f   .  ven  f we h d  nve  ed  n  nfo y  o  HDFC B n   f e       ng   lo  of  he   e  ly  un  h ough 
 he  olle - o   e  of  he  e ond  y     e ,    d d no      e .  ven  f e     w        en   h    he e   e w nne  ,  he e w   enough 
 oney  h   w   lef  on  he   ble. 

 he e    no need  o beh ve l  e   d   n     ndy  ho  w  h l    ed   o  .    e  o h ve g own u    y h ve     ed. Be  e  l  e 
 h n neve . 

 

 

Warm regards, 

P Krishnan (CIO) and Team Spark Fund 

 

Disclaimer: The contents of this document are for general consumption only and are not to be construed as either a Research Report or a recommendation 
of any manner by Spark Capital Advisors (India) Private Limited or its affiliates (“Spark Group”). Spark Group shall not be responsible for any investment 
decisions made by the readers and recipients of this report.  

 

 

 


