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The macro perspective




The Indian Economy & the Banking Sector

Nominal GDP

$ 1.90 trillion Banking (55%)
(FY 2011-12 RE)

lll 20%
Household Savings

$ 90 billion

Insurance (27%)

$ 45 billion

$ 370 billion
Capital Markets (3%)
s ¥ = $ 5 billion

Physical Savings Financial Savings Others *(15%)

$ 25 billion

$ 210 billion $ 165 billion

* Pension/ PF




The Indian Economy & the Banking Sector

Reserve Bank of India (RBI)

Public Sector (26) Private Sector (21) Foreign (41)

= Total Deposits: INR 43,724 Cr = Total Deposits: INR 11,745 Cr = Total Deposits: INR 2,770 Cr

= Advances: INR 38,783 Cr = Advances: INR 9,¢64 Cr = Advances: INR 2,298 Cr

= Capital & Reserves: INR 3,556 Cr = Capital & Reserves: INR 1,593 Cr = Capital & Reserves: INR 937 Cr
=Key Players: State Bank ofIndia [~~~ " T T T - - - oo oo oo s mm e , "Key Players: Citi Bank, HSBC, SCB

= Total Deposits: INR 8,587 Cr

= Advances: INR 7,363 Cr

= Capital & Reserves: INR 1,314

= Key Players: HDFC, ICICI, Axis Bank

= Total Deposits: INR 3,158 Cr

= Advances: INR 2,300 Cr

= Capital & Reserves: INR 279 Cr

= Key Players: Karur Vysya, J&K, ING Vysya




Is there a gap in project funding




The Missing ‘Middle’ of SME Financing

Investment
Size
Commercial Debt Private Institutional
Sources
$2mn——
The ‘Missing’ Middle
Family/ Friends Moneylenders
$25k +

Microfinance

sources IS usually tougn.




Trend in PE investments
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The AIF Regulations

AlFs Regulations seeks to cover all types of AIF broadly under 3 categories:

Category 1 AlF Category 2 AlF Category 3 AlF




AlIF Categories

Category 1 AlF

Category 2 AlF

Category 3 AlF

= Invests in start-up or early stage ventures or social ventures or SMEs or infrastructure or
sectors which government considers socially or economically desirable.

= Leverage disallowed.

= E.g.: - Venture capital funds, SME Funds, social venture funds, infrastructure funds
including VCC or VCF as specified under section 10(23FB) of the Income Tax Act.

= Refers to those AIF which does not fall in Category | and 11l and for which no specific
Incentives or concessions are given by the government or any other Regulator.

= Leverage disallowed.

= E.g.: - Private equity funds, Debt funds, Fund of Funds.

= Investment in listed or unlisted derivatives with a view to make short term returns.
Employs diverse or complex trading strategies and may employ leverage including through
investment in listed or unlisted derivatives.

= Can be open ended or close ended.

= E.g.: Hedge funds or funds which trade with a view to make short term returns.




Alternative Investment Fund Regulations

Investment Guidelines: Investments by all categories of AlF shall be subject to the following conditions:

I O T e

Investment in companies incorporated

s Tk Pemitted (subject to RBI guidelines)

Maximum investment in single

Investee company” 25% of the corpus 10% of the corpus

Permitted only with approval of 75% of investor by value of their

Investment in associates®
investment

Into liquid mutual funds or bank deposits or other liquid assets of
higher quality such as Treasury bills, CBLOs, Commercial Papers,
Certificates of Deposits, etc. till deployment of funds as per the
investment objective

Investment of un-invested corpus

Oy i In Category |
Category | AlF Category | AIF and Cat
Investment in other Category AIF ey AlF and gory cgory
of the same Eate il AIE Il AlF
category gory
Investment in other Fund of Funds Not Permitted
Not permitied exceptfor meeting o, e <ipiect to consent
temporary funding requirement

from the investors in the
Fund and subject to
maximum limit as may be
specified by SEBI

subject to leverage of not more
than 30 days, not more than 4
occasion in a year and not more
than 10% of the corpus

Leverage / Borrowings




Target Mid Segment - has large untapped scope

Large base of unlisted mid-market Cos With scope for operational improvement And spare debt capacity
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Source: Accord Fintech; CMIE

Mid Segment ‘Buyouts’ have a larger target market and are easier to execute. On the
flip side, the only problem alleviated is the ‘comparatively’ lower capital
requirement., Difficulties remain.




Minority Growth & SME Control
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Receive
-— Cash from
Customers

Sale of
Product

()

Pursuing co-investment opportunities with
& cash investors in select consumer demand

verticals* with ‘ad relevance’ lets us pitch
ad capital deals at a later stage — can be
used as a market entry strategy.

12

Cash Inflow * |dentified Sectors in following
“““ Cash Outflow slides



How do Funds manage returns?




What does a Private equity firm bring to the co




What is a Private investor looking for ...

Key Imperatives for a private investor

Questions needed to be answered by the company - Implicitly or otherwise




What’s important..due diligence?




As also to companies seeking private investors.

Full Ratchet - Exercise

:xcel 2007 Workbool




The other important questions..

Company Valuation: Some guestions
» Entry, Exit - Why/ How
= What to watch out for when valuing unlisted companies
= Peer Group Definition
* How much role do fundamentals play
= Macroeconomic Environment/ In vogue investment ideas influencing
Investment thesis

= Case Study
= Normalize financials - why important
» Determine entry valuation - why variable cases are important
= Exit valuation - how to measure / predict value (multiple
arbitrage, organic growth, capital structure optimization)




An example...




Lets take an example..

Access to content Print Media

v ) 4

Spaces are undergoing structural shifts. Interplay between
each will create newer opportunities.

Consumerization

Distribution Intermediary
Business

20



The approach - primary filters

Consumer Discretionary Led Models

Food Service Apparel & Footwear
Small Home Appliances Personal Care
Branded Foods Home Automation

Medical Disposables




The Consumer Discretionary Sub Spaces - WHY?

\
<Consumer Durable segment has been growing at over 20-35% y-0-y. Premium appliances growing at a higher rate.
=Average penetration of Home appliances in India is 5-10% as against 75% in US.
Sma”_ 2 <prevalence of Asset light model resulting in high ROE. Average ROEs of 30%+
Appliances J
\
eRestaurant/Food service market in India is growing at the rate of 20% annually
Among the various formats, QSRs and cafes have had the maximum growth over the last few years.
Foo_d =Valuations have been close to 2x sales
Service J

ry
& sports drink are likely to be ~8x current size by 2015
« Ice Cream Industry is over INR 2700 Crores and is growing by over 16% CAGR.

Branded @ Snack food in India is estimated to be worth 12,000 Crores, with the branded snack market estimated to be around 5,000
Foods Crores, growing at 15-20 per cent a year J

=The branded apparel segment is estimated to be Rs 9,000 Crores. The women wear segment is growing at a rate faster than men’s )
wear.

el = Indian footwear market was valued at INR 16,000 Crores. The market is dominated by the men'’s footwear collection, accounting

for 48% volume share
Footwear ! )

eIndian personal care market is valued at INR 224 bn. in 2009 and is growing at 19% CAGR
=Market can be categorized as bath & shower, hair care, skin care, color cosmetics and fragrance
=Sector seeing a lot of M&A - Emami - Zandu, Dabur - Femcare India

22



Domestic Appliances

Domestic Appliances
—_—— =17 ]:91 2111 91.15 158.91

654.47 Average Shareholders’
Funds

1

1

1

1

1

1 36 » Combination of RoE and Rev/
| Assets

| 3. 05{ ’ fLrl% 2 74 Fﬁ%

1

1

upto 100 | 101-250  251-500 501-1000  >1000 Turnover ranges

considered

O Asset Turnover ORoE

otherwise.

Positive to explore
Investment opportunities




Food Processing

_____ 8940 19310 4g0 99

Average Shareholders’
Funds

I
I
I
I
Il I » Combination of RoE and Rev/
I Assets
sl Hal B2

I upto 100 | 101-250 251-500 501-1000 >1000
I |

Turnover ranges

considered
O Asset Turnover M RoE

Positive to explore
Investment opportunities




Food & Dairy

F00914§L12-Dair%8 15 80.78

: ' : ' ' 550.72 73303 |:> Average Shareholders’

: | 74 Funds

: ' 5.0

: | 7.76 ' inati

433, 525 : 287 5.92 |:> Combination of RoE and Rev/

e e T e | s M =0l [ Assets

| I

I upto 100 101-250 251-500 501-1000 >1000

:- | Turnover ranges
———

considered

0 Asset Turnover @ RoOE

wiIth otner categories.

Positive to explore
Investment opportunities




Food Segment - The Market Size

Segment (INR Bn.) 2011 2015E  CAGR (%)
Biscuits 120 210 15%
Branded Snacks 60 105 15%
Bottled Water 30 54 16%
Value Added Dairy 25 52 20%
Ready to Eat 5 14 30%
Total 240 435

Segment (INR Bn.) 2011
Chocolates 30
Ice Cream 25
Fruit Juices 12
Total 67

CAGR (%)

20%
20%
20%

26



Personal Care Indian, Medium

Persogal Care - Indian, Medium
: 48.13
264.12 261.14 |:> Average Shareholders’

I
1 1
I I Funds
0.8

1 1
| | 9.5
1 I 9.0 Combination of RoE and Rev/
| 213 g 2.61 1.45 1.22 T Assets
I — I 1 — —
I upto10d  101-250 251500  501-1000
:- I Turnover ranges

-7 O Asset Turnover @ RoE considered

Cale does not seem 1o nave signitricantly positive impact on the operational metrics.
High Consumer Connect. Reasonable
returns on equity. Positive.




Indian Retail

_Retail _

: 163.68 : 92.43 461.16 1,229.92 |:> Average Shareholders’
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Avoidable.




Thank You




