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Brokerages give thumbs up
to Star Health Insurance IPO

SUBRATA PANDA
Mumbai, 30 November

Rakesh Jhunjhunwala-
backedStarHealth&Allied
Insurance’s initial public

offering (IPO)openedforsubscrip-
tion on Tuesday. The insurer is
looking to raise up to ~7,250 crore,
making it the third largest IPO of
the year, and the eighth biggest
ever to hit the domesticmarket.

With a market share of about
16 per cent in the domestic health
insurancespace, StarHealth is the
largesthealth insurer in thecoun-
try. It has set a price bandof ~870-
900 per share for its IPO. At the
top end, the company will be
valued at ~51,806 crore.

The offer consists of ~2,000
crore of fresh issue, which it will
use to shore up its capital base,
and an offer-for-sale (OFS) of
~5,250 crore by existing share-
holders. The company raised
~3,217 crore from62 anchor inves-
tors at the upper end of the price
band of ~900 per share.

It alsohasawell spreadagency
network, a diversified product
mix, and strong riskmanagement
focus. Besides, it has an in-house
claims management system and
medical expertise. StarHealthhas
anextensivehospitalnetwork that
includes 11,778 hospitals.

Starhasalsoconsistentlydeliv-
ered strong operating perform-
ance. As of March 31, it had the
largest number of individual
agents among standalone health
insurers (SAHI).

Taking this intoconsideration,
Angel Broking has recommended

“subscribe” froma long-termper-
spective. “The valuations com-
manded by Star Health at ~5.5x
FY21 market cap/gross written
premium, are in line with recent
deals in the standalone health
insurance space and appear fair
considering its positioning,” the
brokerage said. Among the posi-
tives is thecompany’sdistribution
networks, anddiversifiedproduct
suite. But, if the Covid risk inten-
sifies, the brokerage says, itmight

increase the claim pressures on
the company.

Choice Broking, meanwhile,
has assigned a “subscribe with
caution” rating. “The peers con-
sidered forbenchmarking theval-
uation operate in the general
insurance market and health
insurance is one of their various
offerings. Thus, these can be con-
sideredasproxypeers.Atahigher
price band of ~900, Star Health is
demanding a market capitalisa-

tion-to-net premiumearnedmul-
tipleof 10.3x,which is atpremium
to thepeer average.Moreover, the
demanded valuations are at
elevated premium to recent cap-
ital issuance,” the brokerage said.

Since thepandemic’soutbreak,
themacros of the health segment
have been positive. Andwith Star
Healthbeingmostlyaretailplayer,
it iswellplaced tobenefit fromthe
expansion of themarket. But, the
riskofa futurewavemayweighon
profitability.

The brokerage Nirmal Bang
has assigned a “subscribe” rating
from a long-term perspective. It
views the company’s valuation, at
8.2xSeptemberbookvalue, favou-
rably in comparison with similar
levels for ICICI Lombard, the
largest private sector non-life
insurer, because it expects Star
Health to continue to grow at
muchhigher rateswhilemaintain-
ing decent return on equity (RoE)
in the post-Covid era.

KRChoksey Shares and
Securities, too, has a “subscribe”
rating.Giventhegrowthprospects
for the retailhealth insurance sec-
tor and the company’s market
leading position, its current val-
uation looks reasonable, the bro-
keragesaid.Withhealth insurance
penetration being very low, and
healthcarecosts rising, customers
will be compelled to buy health
insurance. “We expect the com-
panytomaintain its stronggrowth
momentumby increasing itsmar-
ket share and focusing more on
underwriting quality,” it said.

Arihant Capital has recom-
mended“subscribe for long term”.
It said, at the upper end of the
price band (~900), the issue is
valued at a price-to-book-value
multipleof 14.2xbasedon itsFY21
book value per share of ~64. “The
companyhasabetter track record
than its peers in the health insur-
ance industry, led by a higher
shareof retailhealth in itsproduct
mix versus the industry, a higher
focusonSMEs in thegrouphealth
segment, andbetteragentproduc-
tivity,” the brokerage said.

Have a high risk appetite?
Opt for multi-cap funds
Theyhaveminimum25%allocationforeachm-capcategory

SANJAY KUMAR SINGH

The new fund offers (NFOs) of
multi-cap funds from HDFC
Mutual Fund and Axis Mutual
Fund are underway. While the
former’s NFO will close on
December 7, that of the latterwill
end on December 10.

The Securities and Exchange
Board of India (Sebi) altered the
characteristics of multi-cap
funds in September to make
them more true-to-label. These
funds must now have a mini-
mum 25 per cent allocation each
to large-, mid-, and small-cap
stocks, and the rest can be
invested dynamically. This cate-
gory’s average asset under man-
agement (AUM) stood at
~32,348.7 crore at the end of
October.

Exposureacrossm-caps
Multi-cap funds can provide
investors consistently high expo-
sure to mid- and small-cap seg-
ments. “Many retail investors are
keen to invest in themid- and the
small-cap segments. But they
don’t have thepatience to remain
invested and instead try to time
the markets. As a result, they
miss out on the gains from these
categories,” saysAnupamTiwari,
equity fund manager,
Axis Mutual Fund. He
adds that combining all
three market-cap seg-
ments in one fund
makes it less volatile
(compared to stand-
alonemid- or small-cap
funds). Some exposure
to the mid- and small-
cap categories is neces-
sary. “Over the past 10
years, we had policy paralysis,
taper tantrums, demonetisation,
introduction of GST, the NBFC
(non-banking financial com-
panies) crisis, slowdown of 2018-
19, Covid-19, and so on. Despite
these problems, the mid- and
small categories have given
decent returns. The market is
wideningandnewcompanies are

emerging,” says Tiwari. The
chemicals sector, for instance,
has emerged in India over the
past decade. Retail investors
must be invested in these seg-
ments to capture the growth in
smaller, emerging companies.

“The movement across mar-
ket-cap segments is accompa-
nied by PE (price-to-earnings
ratio) rerating, which can result
in high returns,” says Gautam
Kalia, head–investment solu-
tions, SharekhanbyBNPParibas.

However, capturing the
growth in mid- and small-cap
stocks is not easy. “Historically,
it has been challenging for small-
caps tobecomemid-caps, and for
the latter to become large-caps.

There have been many
fatalities in theprocess,”
says Tiwari. Investors
need fund managers
who can pick the right
stocks.

Investing across
market caps is also
important because dif-
ferent segments outper-
form in different years
(see table). Generally,

large-caps tend to be more resil-
ient in bearish conditions, while
mid- and small-caps outperform
in a bullish environment.

Volatilecategory
A 25 per cent exposure to small-
cap stocks couldmakemulti-cap
funds volatile. “If you consider
the top 500 stocks on the NSE or

the BSE, large-caps have a 75-80
per cent weight, mid-caps 15-20
per cent, and small caps 5-10 per
cent. A 25 per cent allocation to
small-caps in multi-cap funds is
high,” says Arun Kumar, head of
research, Fundsindia.com. The
small-cap segment performs in
phases. It can have phases of
steep underperformance, like in
2018 and 2019.

Rigidallocations
A flexi-cap fund also invests
across market cap, but the fund
manager does not have to main-
tain aminimum25 per cent allo-
cation to each like in multi-cap
funds. “A flexi-cap fund’s man-
ager can allocate based on the
segment he expects will do well.
If the mid- and small-cap seg-
ments have become overbought,
and the fundmanager believes it
is time to get defensive, he can
allocate more to large-caps, and
vice- versa,” says Kalia.

Shouldyouoptforthem?
Investors who want very few
funds in their portfolios, and are
keen on a constantly high expo-
sure tomid- and small-cap stocks
may opt for multi-cap funds.
Theymust have ahigh risk appe-
tite and shouldbe able to tolerate
the higher volatility in these
funds (compared to large-cap,
large- andmid-cap, and flexi-cap
funds). They must also have an
investment horizon of seven
years ormore.

YOUR
MONEY

Sayitstandsto
benefitasmarket
leader inhealth
space,butriskof
freshCovidwave
mayweighon
profitability

NO M-CAP SEGMENT DOES WELL ALL THE TIME
Thismakes it importanttodiversify Returns (%)

YTD: Year to date; TRI: total return index. Source: MFI Explorer
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ISSUE OPENS
November 30
ISSUE CLOSES
December 2
ISSUE PRICE
~870-900 per share
TOTAL ISSUE SIZE
~7,074-7,249 crore

FRESH ISSUE
~2,000 crore
OFFER FOR SALE
~5,249.2 crore
NO. OF SHARES
81,429,127-80,654,848
POST-ISSUE IMPLIED MARKET CAP
~50,146-51,806 crore

Source: Brokerage reports

ISSUE HIGHLIGHTS

Subscribed 12%onDay 1
The company was subscribed 12 per cent on Tuesday, the first
day of the issue. The retail portion of the issue was subscribed
64per cent. A day earlier, StarHealth allotted ~3,217 croreworth
of shares to62anchor investors at ~900per share.GICSingapore,
Baillie Gifford, WF Asian and Valiant were among the biggest
applicants. Star Health’s IPO closes on Thursday. The total IPO
issue size, at ~7,250-crore, is the third-biggest this year and 8th
biggest ever to hit the domestic market. The price band for the
IPO is set at ~870-900.At the topend, thecompanywill bevalued
at ~51,806crore. The IPOcomprises ~2,000crore fresh fund raise
and an offer for sale worth nearly ~5,250 crore. SAMIE MODAK

Aditya Birla Sun Life AMC Limited(Investment Manager for Aditya Birla Sun Life Mutual Fund) Registered Office: One World Center, Tower 1, 17th Floor, Jupiter Mills, Senapati Bapat
Marg, Elphinstone Road, Mumbai - 400 013. Tel.: 4356 8000. Fax: 4356 8110/8111. CIN: L65991MH1994PLC080811

The NAV of the scheme, pursuant to pay out of distribution would fall to the extent of
payout and statutory levy (if applicable).

#As reduced by the amount of applicable statutory levy. *or the immediately following Business Day
if that day is a non-business day. ^Maturity of the said scheme is December 06, 2021.

All unitholders whose names appear in the Register of Unitholders / Beneficial owners under the
IDCW option of the said scheme as at the close of business hours on the Record Date shall be
eligible to receive the distribution so declared.

Record Date for Distribution

NOTICE IS HEREBY GIVEN THAT the Trustees of Aditya Birla Sun Life Mutual Fund have approved
Monday, December 06, 2021*, as the Record Date for declaration of distribution under the Income
Distribution cum Capital Withdrawal (IDCW) option in the following scheme, subject to availability of
distributable surplus on the Record Date:

Name of the Scheme Plans/Option
Quantum of Distribution
per unit# on face value
of Rs. 10/- per unit

NAV as on
November

29, 2021 (Rs.)

Aditya Birla Sun Life Fixed Term
Plan - Series RQ

(A Close ended Income Scheme) Direct Plan –
Payout of IDCW

Regular Plan –
Payout of IDCW The entire distributable

surplus at the time of
maturity^ shall be distributed.

12.1756

12.2674

Mutual Fund investments are subject to market risks, read all scheme
related documents carefully.

Sd/-
Authorised Signatory

Date : November 30, 2021
Place : Mumbai

(Investment Manager for Aditya Birla Sun Life Mutual Fund)
For Aditya Birla Sun Life AMC Limited
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(Regd. Office: PSEB Head Office, The Mall, Patiala)
Corporate Identification No. U40109PB2010SGC033813
Website: www.pspcl in (Contact Number 9646118754)

Tender Enquiry No. 279 /HPs/ED-IIASHP-117 Dated: 30.11.2021.
Dy. CEI Hydel Projects, PSPCL, Shed A-3, Shakti Vihar, PSPCL, Patiala
Invites E-Tender for Replacement of Design, Fabrication, Testing &
Supply of 30 No. Stator Air Cooler for 33.5 MW, Hydro Generator at
Ganguwal & Nakkian Power House of ASHP, PSPCL, Shri Anandpur
Sahib. For detailed NIT & tender specification please refer to
https://eproc.punjab.gov.in from 06.12.2021 onwards.
Note:- Any corrigendum and addendum if any will be published online at
https://eproc.punjab.gov.in

Dy. CEI Hydel Projects,
Shakti Vihar, PSPCL, PatialaC 425/21 76155/12/559/2021/10562

INDIABULLS HOUSING FINANCE LIMITED
Regd off: M 62 & 63, First Floor Connaught Place, New Delhi - 110 001

EXPRESSION OF INTEREST (EOI) FOR STRESSED FINANCIAL ASSETS
Indiabulls Housing Finance Limited, a housing finance company, invites
Expression of Interest (EOI) along with non-disclosure agreement for sale of its
stressed financial assets. The data room will be open from December 2, 2021 to
December 20, 2021. The data room can be accessed at 18th Floor, Tower 1, One
International Centre, Senapati Bapat Marg, Lower Parel, Mumbai – 400013
Maharashtra. For detailed terms and conditions of sale, you may contact us on:
sandip.jadhav@indiabulls.com or 02261891615.
Last day for submission of bid is December 22, 2021
Mumbai, December 1, 2021




