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THE TIMES OF INDIA

India is hot number
for PE firms in 2007

Dinesh Narayanan | Tn

Mumbai: When Warburg Pin-
cus sold its stake in Bharti
Tele-Ventures, India’s largest
cellular phone services com-
pany, in March 2005, it was sort
of aconfidence-booster for pri-
vate equity funds. The $560
million sale was the biggest
bulk deal done on an Indian
stock exchange. It took only 28
minutes to execute the sale, re-
vealing a-depth that was only
talked about, but never tested.
That gave large private equity
(PE) investors, who always con-
sider exit route as more im-
portant than entry opportuni-
ties, a new confidence in the
Indian market that has been
luring them for some time.

“With some of the older PE
players in India, including
Warburg Pincus, Citigroup,
ChrysCapital, ICICI Venture
and General Atlantic are mak-
ing profitable exits from their
investments made in the fledg-
ling days, the significance of
India on the global PE invest-
ment horizon has been estab-
lished,” says PwC in a report.

PE Investments in India
surged during 2606 with 246
deals totalling $5.4 billion, way
surpassing the 169 deals for
$2.2 billion tn 2005, according
to data compiled by PwC.
(Some experts put the total
deal size this year at almost $7
billion as some purchases are
made through foreign institu-
tional Investors.) 2006 showed
even at high valuations Indi-
an companies are attractive to
big players like Kohlberg
Kravis Roberts, which stormed
into the country with a $900
million acquisition of 85%
stake in Flextronics Seftware
Systems, or Temasek that
bought 10% in Tata Teleser-
vices for $360 million.

““The year has been very
good, both for notable invest-
ments and exit opportunities,”
says Pradip Shah of IndAsia,
which advises foreign private
equity flrms. “It’'s a win-win
situation for investors and
companies, which are able to
attract capital. It is because of
both; the country’s economic
performance and corporate
performance,” Shah said.

Indian economy has grown
Bt-an:-average 8% in thelast
three years — manufacturers
and services firms need capi-
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tal more than ever before. And
PE firms which have been see-
ing returns from investments
in developed markets dwindle,
are betting on . emerging
economies like India for big re-
turns. “PE funds are hungri-
er than before,” says Sanjeev
Krishan, ED at PwC. “We can
expect the same growth in the
next year too,” Krishan says.
A combination of surging
consumer demand, a rapidly
growing services sector, clear
laws, a reformist government,
arobust financial system and
booming stock markets have
made India one of the most
sought-after destinations for
capital, attracting nearly a
fourth of the $28 billion that
ox-Japan Asia got this year:
“I changed my career path

Lto-come-bael-to-India, says:

Neeraj Bharadwaj, partner at
the $20 billion Apax Partners,

a PE fund."We have been ac-
tively looking at India since
2004. As a global PE firm, we
cannot afford to be not present
in one of the largest emerging
markets in the world,” Bharad-
wayj said. .

But the easy pickings or
low-hanging fruit, as Bharad-
waj terms quick-growth in-
vestments, may have disap-
peared. As hedge funds, high
networth individuals, local
mitual funds and retail in-
vestors vie to lend capital to
new ventures and expansion
of existing ones, PE firms may
have to settle for lower returna.
“There is definitely some
amount of discomfiture re-
garding valuations but if PE
funds continue to see India as
a big story, valuations will not

-be.an 1ssuessays PwCs-Kris.

han. Besides, other opportu-
nities are opening up.
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