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Reducing Promoter Holding To 65% Will Increase Depth

What should investors do with stogks where the promater
haidings are greater than B5%?

Decrease in stake of promater 1o 65% will increzse the Bauldicy
and icrease the float of o conpany. Bach company should be
Indibvidually judped on basiness, busingss environment,
financials and valoations before deciding whether to hold the
itock or ot

What is your take on the recent announcemient made in the
bedget on promoter holdings?

Increase in public holding bedps in increasing transpanency, and
Increased participation of the public. The announcement of
reducing the stakoe bo 65% will help in increasing the
enadhet depth. Outof 100 stocks where trading happens

regalarty, ondy S0 companies’ aversge tamover ks noere T cr
and only 220 companies have dadly rnever of 110

What are the positives {outcome) of such a move?

The pndl:rw caabcoame will be rhat !Jqu.id:'h ool atoncles wall
increnie and there will be greater participation of the public in
the business of a company. This will also incroase transpareicy
in the acthities of the company. In the process of redacing

extend this sabe over a periodd of 3 to Syears, i will be extremely
difficuh for these banks 1o find ivvetors. There will be
tremendons pressine on the stock prices of FSU banks going

|-such stakoes, the company will come. in with rightwbomnus ke
| ar pﬂﬁiﬁmmlalhln\m:.ﬂﬁ el whidch all willl be coming in

% 4 ane-Time shaoet term reward 86 the conumon shareholders.

Haw have companies performed whenever the promoters
have had 1o reduce their stakes in the campany?
Im yesar 300 0L, oo b muling of promoders’ shancholding to be

rediseed 1o 75% carme; in, many companics got thensclves
dhelisted {espreially the MRNChwho get dividend incomg fram

| Indian subsidiirics and wheo would ot want ta reduce their

aharehndd: ng in the nunqun,']. it the one side, there s grealer
armouand of confidence in a company white the promister’s
hediing is more as it depices that the promoter’s skin b in the
buesinesi. On the other, 25 pablic holdang goes up, itwill

| imscreate the market depth and businesses will kuve greater
| transpareniy due tor incressed public partbcipation

| What ane you advising your clients on those stocks that are
| affected by the announcement?
| W silvise our clients to bokd om to the good quality sharex

| This mowe basto be analysed on o case-to-cise biasis and the
| diecisinns have i be taken on irdividual docks.

ARG inderx, there dre abmoat 14 stocks tha have Promober

| shareholding of meoee than 65 per cent. The average returns of

fhaeae 14 stiocks with higher primoter hirddings since the bixlpet
armouncement has been negaive 2.54 per oont. Thits tx when the

1 iy MM indes i dotwn by 10 per cont and Seevent s dossn by

1SRG per (oot o oee weh froen the dane of anpouncensent

MNC Stocks
Several MNC stacks ae expected b0 be affecied by the pecemt
anEouncensont in the budget. Ot of 30 igocks in the Nifty

| There is wide speculation in the markets

| that some of the MNCs may opt to delist
themselves rather than dilute their stake

' by afurther 10 per cent. While the

" possibility of MNC delisting cannot be .

ruled out entirely, this pmhahlilfy in our
view is low.
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