y AN

Media Monitor
Publication : The Economic Times Nature: Financial Newspaper

Date : February 16, 2008 Readership: 450,000




Y Nous Vi

Better quality of
‘entrepreneurs in India
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TAIWAN wasa distant third with §5.8 billion
| of PE funds, according 1o Asia PE Research and
| a Hong Kong-based research firm. However. a
| Grant Thornton study said the numbers were
even higher. The study said India registered
$19.03 billion in 2007 through 405 deals.

The studies may differ on absolute numbers
due to different methodologies. But one thingis
dear: PE investments in India are rising at a
scorching rate. Such investments amounted to
| $1.1 billion in 2004 (60 deals), but rose 1o $6
billion in 2005 (124 deals) and $7.9 billion in
2006, said the Grant Thornton study.

In y. the total value of deals in Asia
shrunk to $42.2 billion in 2007, from $53 bil-
lion in 2006. India’s feat appears even more im-
pressive if one considers that China started get-
ting foreign capital at least 10 years before India
opened its doorsin 1991.

IndusView, which also published a similar
study, said the PE investments are expected o
go up to $25 billion this year. “Big companies
may still sail through their [POs. But the small
and medium companies realised that the PE
money is their only hope for funding expansion
in the next two years. 1 know of a management,
which lowered their expectation by 15-20% of
what they were quoting a month ago. If this is
any indication, PE investments are expected to
overtake last year’s level, " said Mr Sahai.

Most of the India-specific or Asia-spedific
funds with spedal focus on India were collected
two-three years ago. Normally, a fund has a
marurity period of seven-eight years. Of this, a
fund keeps investing till the fourth year of its in-
ception and then starts harvesting. So, it shows
India is here 10 experience unabated flow of
money till another couple of years.

Bharat Banka, CEO -of the Aditya Birla
Group’s private equity initiative, feels the mo-
mentum in India is on the rise while it may ta-
per off, albeit marginally, in China after the
Olympics. “International experience proves

that countries lose 1-2 perceniage points in
GDP growth after big events like Olympics and
the world cup football. This is expected to hap-
pen in China this year.” he said.

Mr Banka said the better quality of entrepre-
neurs in India than China will attract more PE
investments. Also, the Indian system’s accept-
ability to attract foreign and English speaking
talents is better than China. For this reason, he
said, the investment banking activities by glob-
al giants fail to get momentum in the dragon’s
land. “This will be another plus for India to get
PE money,” he added.

According to Mr Sahai, India’s edge over
China can be antributed 1o the transparency
and easy exil opportunities. He cited the ex-
ample of Warburg Pincus selling equity in
Bharti Tele-Ventures two years ago for $560
million on the Bombay Stock Exchange. The
deal, so far the largest block trade ever in In-
dia, was executed in barely 28 minutes, indi-
cating the depth and maturity of the domestic
market. “China can not provide you this kind
of an exit option.” he added.

The India head of a global private equity
fund, who did not wish 1o be quoted, said the
biggest problem in China is that the actual ne-
gotiations start after signing a deal. So, where
to go if a PE investor faces problem with the
management in which it plans to inject funds,
particularly when the judidary is not so liber-
al, the fund head says.

Nitin Potdar, partner of J Sagar Assodiates,
a legal law firm which advises MEA transac-
tions, said the legal system provides another
impetus 1o artract PE investments in India
vis—vis China, The Indian legal system is
based on the English laws, and therefore close
to the European countries. Many Indian
judgements have precedence in the Euro-
pean courts, which is not the case in China.
Admitting that there may be a delay in resolv-
ing legal disputes in India, he said unlike Chi-
na, the laws here do not discriminate be-
tween locals and foreigners.

All the expents ET spoke to are unani-
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mous on their opinion thar real estate
will be the biggest recipient of PE money
in the next few years. Mr Sahai said
clean energy will also be another hot bed
for PE investments. Last year, according
1o the Grant Thornton data, real estate
got 37% of the total PE money while
banking and finandal services attracted
17% of the total investiments.
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