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Why Pre-IPO Investing Is Gaining Traction

Key Growth Drivers

Staying Private Longer
Late-stage firms delay IPOs - 
investors seek early exposure.

Priced Below Listing
Priced below listing - a return 
spread if the IPO stays on 
schedule.

No SEBI Minimum
No SEBI minimum for direct 
purchase; platform minimums 
apply.

SEBI Platform 
SEBI is piloting a platform to 
formalise price discovery.

What This Means for 
Investors

• Earlier entry point - capture 
value created before public 
listing

• Return spread vs. IPO price, if 
listing proceeds on schedule

• No SEBI floor - ticket size set by 
platform or route, not regulator

• Formal SEBI platform 
announced in 2025 aims to 
widen access, improve pricing

▸The core appeal is timing: exposure ahead 
of listing captures value the public market 
hasn't priced in yet.

▸The pricing discount is not guaranteed - it 
depends entirely on the IPO proceeding on 
the assumed timeline and valuation.

▸A formal SEBI platform, if it materialises, 
would be the biggest structural shift - 
moving pre-IPO trading from opaque grey-
market deals to transparent price 
discovery.

Pre-IPO investing offers earlier entry and a potential pricing discount, but both depend on the IPO happening on schedule - and 
regulation is still catching up.
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Routes to Invest - At a Glance

1. Secondary Sale · Small Ticket
Buy from other non-promoter shareholders via unlisted-
share platforms.

2. AIF (Cat I/II/III) · Medium Ticket
Fund manager sources deals and invests via a pooled vehicle.

3. PMS, Non-Discretionary · Medium Ticket
Fund manager finds deals and invests on the investor's 
behalf.

4. Direct Private Placement · Large Ticket
Direct negotiated stake in the company, invite-only.

Exit Options for Unlisted Shares
• Off-market transfer

• Buyback by the company

• Held > 1 year prior to DRHP filing: Offer for Sale in the IPO

• Held < 1 year prior to DRHP filing: on-market sale, 6 months after listing

Route choice is mostly a function of ticket size and control: small tickets favour secondary platforms, large tickets favour direct 
placement.
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Promoter Contribution & Lock-in (Mainboard)
Key Lock-in Metrics

20%
Min. Promoter Contribution of post-
issue capital

18 months
Standard MPC lock-in (3 yrs if 
capex-heavy)

6 months
Lock-in on excess promoter shares 
(1 yr capex-heavy)

25%
Minimum Public Shareholding, 
maintained continuously

• Offer for Sale (OFS) shares must be fully paid-up and held ≥ 1 year 
prior to DRHP filing, with limited exemptions (e.g. bonus shares, court-
approved schemes)

• Non-promoter pre-IPO shareholders face a 6-month lock-in from the 
listing date

• Anchor investors: 50% of allotted shares locked in for 90 days, 
remaining 50% for 30 days

• Locked-in promoter shares do not count toward the 25% Minimum 
Public Shareholding

▸The lock-in ladder is tiered by intent: 
promoters face the longest holds, anchors and 
non-promoters far shorter ones.

▸For capex-heavy issuers, the 3-year MPC and 
1-year excess lock-in signal that regulators 
want long-horizon capital behind large fixed-
asset businesses.

▸Because locked promoter shares don't count 
toward the 25% public float, real free-float 
liquidity can be lower than headline promoter 
stakes suggest.

Lock-in periods are tiered by investor type, so post-listing supply timing differs sharply between promoters, anchors, and non-
promoter shareholders.
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Mainboard vs SME - Lock-in Framework

Mainboard IPOs SME IPOs

Minimum Promoter Contribution
20% of post-issue capital - the same threshold that applies to 
SME IPOs.

MPC Lock-in Period
18 months standard; extended to 3 years for capex-heavy 
issuers.

Excess Shareholding Lock-in
6 months standard; 1 year for capex-heavy issuers.

Minimum Promoter Contribution
20% of post-issue capital - mirrors the Mainboard 
requirement.

MPC Lock-in Period
3 years from commencement of commercial production or 
IPO allotment, whichever is later.

Excess Shareholding Lock-in
50% locked for 1 year; remaining 50% locked for 2 years from 
allotment.

SME promoters face materially longer excess-shareholding lock-ins than Mainboard promoters, reflecting the smaller, less liquid 
nature of SME issues.
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Capital Gains Tax - Key Rates
Effective Rates by Transfer Type

* on gains above ₹1.25 lakh; rates exclude surcharge & cess

Nature of Transfer Period LTCG STCG

Unlisted, secondary sale 
pre-IPO > 24 mo 12.5% Slab

Unlisted, sold via OFS at 
IPO > 24 mo 12.5% 20%

Listed, sold on exchange > 12 mo 12.5%* 20%

Sec 54F: OFS gains reinvested in one house (within window) are 
exempt, capped at ₹10 crore.

▸Holding period is the single biggest lever: 
unlisted shares need a 24-month hold for 
LTCG treatment, double the 12-month bar for 
listed shares.

▸Selling via OFS at IPO or on-exchange post-
listing both trigger a 20% STCG rate if sold 
early - the tax code rewards patience either 
side of listing.

▸Section 54F is a meaningful planning tool for 
large OFS gains, but the ₹10 crore cap and 
one-house requirement limit its use for the 
largest exits.

Holding period, not just route, drives the tax outcome - unlisted shares need twice the hold of listed shares to earn LTCG 
treatment.

Listed, sold post-IPO off-
market > 12 mo 12.5% Slab
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Which Route Fits Which Investor
Investor Profiles at a 
Glance

Retail / First-Time HNI
< ₹10L, wants liquidity → 
secondary-share platforms

HNI / Family Office · ₹50L-
2Cr
Wants selection → PMS (Non-
Discretionary)

HNI / Family Office · ₹1Cr+
Wants diversification → 
Category I/II/III AIF

Ultra-HNI / Institutional

• Ticket size: ₹2 crore and 
above

• Route: direct private 
placement, invite-only

• Upside: highest potential 
return, direct negotiating 
rights

• Trade-off: highest ticket, 
illiquidity, heaviest 
diligence burden

Mutual Funds: 
Excluded

SEBI bars MF participation in 
Unlisted allotments

▸Ticket size and desired control should drive 
the choice, not just the return potential of any 
single route.

▸Excluding mutual funds removes the one 
diversified, professionally managed, low-
ticket option conservative retail investors 
would otherwise use.

▸As ticket size rises, so does illiquidity and 
diligence burden - the trade-off, not just the 
upside, scales with access.

Match ticket size and liquidity needs to the route - and remember mutual funds, a natural fit for conservative retail investors, are 
excluded entirely.
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Disclaimer

The above material is neither investment research, nor investment advice. SKG - Investments & Advisory  (“SKG”) does not seek payment for or 
business from this material/email in any shape or form. No content of this publication including the performance related information is verified by 
SEBI. If any recipient or reader of this material is based outside India, please note that SKG may not be regulated in such jurisdiction and this 
material is not a solicitation to use SKG’s services. The recipient of this material is urged to consult their own legal and tax consultants/advisors 
before making any investments. The recipient, if not the addressee, should not use this material if erroneously received, and access and use of this 
material in any manner by anyone other than the addressee is unauthorized. If you are not the intended recipient, please notify the sender by return 
email and immediately destroy all copies of this message and any attachments and delete it from your computer system, permanently. No liability 
whatsoever is assumed by SKG as a result of the recipient or any other person relying upon the opinion unless otherwise agreed in writing. The 
recipient acknowledges that SKG may be unable to exercise control or ensure or guarantee the integrity of the text of the material/email message 
and the text is not warranted as to its completeness and accuracy. The material, names and branding of the investment style do not provide any 
impression or a claim that these products/strategies achieve the respective objectives. Further, past performance is not indicative of future results. 
SKG and/or its associates, the authors of this material (including their relatives) may have financial interest by way of investments in the companies 
covered in this material. SKG does not receive compensation from the companies for their coverage in this material. SKG does not provide any 
market making service to any company covered in this material. Authors of this material have never served the companies in a capacity of a director, 
officer or an employee. All recipients of this material must before dealing and or transacting in any of the products referred to in this material must 
make their own investigation, seek appropriate professional advice and carefully read the Private Placement Memorandum/Disclosure Document, 
Form ADV, Form CRS and any other documents or disclosures provided to them by SKG, as applicable.


	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9

