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SME IPO Analysis by investors: MDAR 
 

The most important thing to look for while investing in a company is the “bottom line” i.e. how much 
the company earns. From an investor’s medical analysis of a company, the earnings of a company is the 
heart of the company. But to analyse the heart of a company, an investor has to do an entire analysis of 
the body of the company i.e. an analysis of its result of operations. 
 
SEBI ICDR Regulations on IPO mandates the management of the company to comment upon the 
financial statements and result of operations of the company by comparing the recent financial year 
with the previous three financial years. In this chapter, the Management gives an overview of the 
business of the company, significant factors that may affect the results of operations of the company 
and an analysis of reasons for the changes in significant items of income and expenditure. This analysis 
helps an investor to know the revenue model of the company, its line of products/services, risks 
associated with the operations of the company, trends in the financial results of the company with the 
reasons for the changing trend.  
 
The Management of a company further needs to comment on: 

 Whether the operations of the company has been effected by certain unusual or non-recurring 
type of transaction, seasonality of the business, significant dependence on a single or few 
suppliers or customers - thus providing a deeper insight about the company to an investor. 

 Significant economic changes which have or may effect the operations of the company  - 
Helping an investor to analyse  the effect of the changes in economy on the operations of the 
company.  

 Turnover of the company in different industry segments, the industry trend, competitive 
conditions and effect of the same on company’s line of business - An investor can evaluate 
whether the trend in operations of the company is justified on the basis of the industry trends, 
position of the company in relation to the industry as a whole. 

 Any identified transactions which may affect the future revenue model of the company such as 
any identified future changes in relationship between costs and revenues, status of any publicly 
announced new products or business segment - This discussion may help investors to determine 
the future outlook of the company. 

 

Concluding remark 
 
Investors use the income statement to monitor revenues, expenses and profits and their trends over 
time, but they can use MDAR as a tool for analyzing the trends and managements perception on the 
risks associated with the business and what measures are they taking or planning to take to combat the 
same. The earnings of a Company often justifies whether its stock is reasonably priced and MDAR thus is 
also used as investment decision making tool. It helps investors to determine the valuation of the 
company and whether the Company is showing a growing or declining trend. 
 
Details about SME IPO and listing  can be found at www.smeipo.net  

http://www.smeipo.net/

