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What is pre-IPO investing?

Investing in the stock market is an effective way to grow wealth. Usually, people buy shares of
a company after it is listed on the stock exchange, but there is another way you can invest
before the company goes public — this is called pre-1PO investing.

Pre-1PO (Pre-Initial Public Offering) investing means that you buy shares of a company
when it is not yet listed in the stock market. If that company performs well in the future and
gets listed successfully, investors can get very good returns.

But this type of investment also brings with it some risks, rules and challenges. Let's
understand it in detail, especially from the point of view of an Indian investor.

What is a Pre-1PO?

An IPO (Initial Public Offering) is the process through which a private company offers its
shares to the public for the first time. Before this event, the company was privately held.

The stage before the IPO, when shares are still not publicly traded, is known as the Pre-1PO
phase. During this time, the company may raise money from a select group of investors —
including institutional players, high-net-worth individuals (HNIs), venture capital firms, and
sometimes even retail investors.

What is pre-1PO investing?

Pre-1PO investing means buying shares of a company before it is publicly listed, i.e. during
its private phase. These shares are usually bought at a fixed price and often have conditions
such as a lock-in period, i.e. they cannot be sold for a certain period of time. Still, if the
company grows rapidly after listing, Pre-IPO investors can get much higher returns than those
who buy shares during or after the IPO.

Why do companies offer shares in a pre-1IPO?

Companies raise capital in the pre-1PO stage so that they can:
e Expand their business
e Strengthen their balance sheet
e Win investor confidence before the IPO
e Provide an exit to old investors or employees



Key features of pre-1PO investing

Features Details
Access only to select or private investors
Liquidity Very low — shares cannot be sold until the

company is listed

Risk higher than normal investing

Lock-in period may be up to 6 months after IPO as per
SEBI norms

Pricing privately determined, not market driven

Due diligence Little public information; research
required

How to invest in pre-1PO in India?

1. Through online pre-1PO platform

There are some trusted platforms that provide common investors the opportunity to invest in
pre-1PO shares:

Tyke

Planify
UnlistedZone
TradeUnlisted

Investments ranging from 325,000 to %5,00,000 can be made through these.



2. Through venture capital or private equity funds

Institutional and high net worth (HNI) investors can invest through venture capital (VC) or
private equity (PE) funds. These funds buy a large stake in a company and often help the
company expand before an IPO.

3. Employee Stock Option Plans (ESOPs)

Employees are often given company shares as part of compensation, which they can later sell
at the pre-1PO or post-1PO stage.

Benefits of pre-1PO investment

1. Early investment opportunity

You can invest even before the IPO, which increases the chances of returns.
2. Possibility of more profits

If the company performs well, the share price can increase manifold.

3. Portfolio diversification

It adds a new asset class to your investment portfolio.

4. Exclusive Opportunities

Retail investors can gain access to deals that are usually reserved only for large entities.

Risks and Challenges

1. Hliquidity

You cannot exit early. There is no active market until the IPO or buyback happens.

2. High minimum investment limit
Platforms may ask for an investment of 350,000 or more at a time.

3. Valuation Uncertainty



Prices are not determined by open market forces and can be high.

4. Regulatory Risks

SEBI's rules related to lock-in, taxation and eligibility may change from time to time.

5. Listing uncertainty

Not every pre-IPO company eventually gets listed. You may get stuck in an investment.

How to choose the right pre-1IPO company?

Look at the financial health of the company — is it making profits?
Know the management team and its experience
Check previous funding rounds and participation of big investors
Check the company's growth prospects in the industry

Check the expected IPO date

If possible, consult a financial advisor before making pre-IPO investments.

Taxation Rules on Pre-1PO Shares in India

Holding Period

Type of Capital Gain

Tax Rate

< 24 months (unlisted)

Short-term capital gain

As per income tax slab

> 24 months (unlisted)

Long-term capital gain

20% with indexation

Listing after IPO

Taxed like listed equity
shares

20% (STCG), 12.50% on
LTCG above %1.25 lakh

Tip: Always consult a tax expert before filing returns on gains from pre-IPO shares.




FAQs

1. Is pre-1PO investment legal in India?

Yes, it is completely legal under SEBI rules.

2. Can common investors invest in pre-1PO?

Yes, today many platforms are giving this opportunity to common investors.
3. What is the lock-in period?

As per SEBI rules, lock-in can last up to 6 months after the IPO.

4. Is it a risky investment?

Yes, the risk is high due to lack of liquidity and the possibility of the company not getting
listed.

5. What if the company does not get listed?

Your shares will be stuck until someone buys the company or it brings an IPO.
Conclusion
Pre-1PO investing can be a good option for investors who are willing to take risks and have a long-

term perspective. If you choose the right company and have patience, it has the potential for better
returns.
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What is pre-IPO investing? -

Investing in the stock market is an effective way to grow wealth. Usually people buy shares O %

of a company after it is listed, but there is another way you can invest before the company
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listed successfully, investors can get very good returns.
But this type of investment also brings with it some risks, rules and challenges. Let's

understand it in detail.

What is the difference between IPO and pre-IPO?

When a private company decides to sell its shares to the general public for the first time,

that process is called IPO (Initial Public Offering).

The period before the IPO, when the company’s shares are available only to private AMuman
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