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NON-BANKING FINANCE CO VALUED AT ¥1,050 CRORE

Warburg to Buy 70% in Future Cap

PE co to pay 2162 a share for 66%; open offer, capital infusion to take total cost to T800 cr
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stake, valuing the' finance com-
mutuﬂ)mln Warburg
will infuuse 7100-crore worth of fresh equity

taking the total investment o796 crore. Fu-
ture Capital Holdings is carrently part of
the Kishore Biyani-led Future Group.

tsover, Wirburg will hold 70% stake in Futu-
re Capital, FCH plans to focus on mortgages
ghven directly to SMEs and two-wheeler fi-
nancing. “What we can bring as Warburg
Pincus is patient capital,” said Vishal Maha.
devia, managing directar, Warburg Pincus.
V Vaidyanathan, vicechaleman and MD
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The deal ulso involves i lock-in elause wnd-

erwhich Valdysnathan will remain n thesa-

ddle for up to five years. Although Warburg

Jolned the race for FCH two months ago, it

Thedeal I athmm wkkummmulullmm transaction ks in line with our stated inten-
nndud a primary issue with th 1 for NBFCs to tion to exit from non-core businesses of
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Vl)uelb.-taﬂa.ndhmaloon both part 100 Warburg executive ina Delhi-Mumn:  ing and further strengthening the
dﬂnhxlmcmu;\whldlwmbabnwtlh hlmﬂn That's when westarted talking We  sheet of the company” Biyani said. Blynnl.
the residual 13.6% stake, willthen managed to overything in two  aloang with former Goldman Sachs exeeu-

Warturg
make anopen offer for26% stake. If theoffer
falls to get Warburg shares equivalent to
26%, Future Group will muw up for the
shomnbgwmmpnn ts stake.
The $40 billion h\wnnrmwillllmuhw

The deal will add one more NBFC to War-
burg’s portfolio st a time when the sector is
unudbymrulel lmpoudbyn
cunmmd regulator; the
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dia has 12 milllon MSMEs that need capital

marassof highdebt and poor cash flows. Inv-

venture with the Aditya Biria Group, “This

nmv:&mr&hxumm:mmﬁvimhav

0

domand. Sain later parted ways to form Ev-
erstane Capital
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We Believe in Backing a Strong
Team, Management: Warburg MD

Cowill grow at 30% a year with 80-90% focus on MSMEs, says Future Cap MD Vaidyanathan

US-based Werburg Pincus,

oneof the first private equi-

ty firms to have come to In-

diain 1994, is bullish on the
country's NBFC sector and has bought major ity
stoke in lwo NBFCs - Future Capital Holdings
and AU Financiers - in the last two months,
Warburg, known to be associated with compa-
nies like Bharti Airtel, HOFC and Kotak Ma-
hinded Bank, sees india as an important in-
vestment destination despite its ups and
downs. Inpn interview (o Shilpy Sinha and
Sabarinath M. Warburg Pincus MO Vishal
Mahadevia and Future Capital vice-chalrman
an¢ MDV Valdyanathan talk about thelr plans
and expactations from the deal, Excerpls:

This Is your second consecutive Investment in
the NBFC space after AU Financiers. Wiy are
you bultish on this sector despite RBI's

clampdown?
Vishal Mahadevia AU Financier anc Ful\"(w-
[tef are different s, We In

AUF based NBFC. In-

PE Plrms to NBFCs >+ 13

" ey thatcan  would ke to make premi k market
create financial service. return, If the stock market is expected 1o give
recently exited from Kotak 15% return, private equity would expect 500-
Mabindrs ank andbovghtsubstanalsaks 10000355 P00 ab0ve e maret
Intwo NBFCs. What is the strategy? Warburg was not in the race a couple of
Mahadevia We arenct exitingbanks and getting  months back. How did this deal happen?

Into NBFC. We had 10% stake In Kotak Mahingra
Bank and we invested many years 3g0, Banks

continueto be attractive in india, but tis aporo-
mmmummmmmmmm

VVaidyanathan There were discussions with
other private equity players. Warburg came
very late and once they gotin, iR wasn'tdiffi-
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next round of & in. We
had 10% in HOFC as well, while In Bhart] and Max
India we had more than 20%. We are nct ahedge
fundor apublic market investar, but we lcokat
companies from the long-term perspactive. Inthi
lost two years, we have invested $700 million in
companies, We continue to feel India fs important
even as it goes through ups and downs.

Wil you look at more investment in the
NBFC sector?

mwewmmumu strong team

HOFC, Kotak Mahindra Bank and Max india.
There is need for credit in MSME segment. This
requires long-term investment. The R8I acknow!-
©dges the importance of the sector, MSME Isun-
der-penetrated inindia, There are 12 million
MSMES and they need capital by understanding
their cashflows,
Anopportunity to back the best in cless man-

withsystem and control.
There are multiple models. but it ks all about
backing the team and the people, Future Capital
isavastopportunity.

What kind of return do you expect from this
investment?
Mahadevia Future Capital Is notastart-upor a

fully- ynmcomomy inanather 5-10 years, we
e Itisafinancial

agement teamto
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‘Where wouid you llie to take this company
three years from now?
Valdyanathan We would probably grow at
30% per annuen on this base. We would like to
directly lend around 80-90% 10 MSMES. About
A0% will be mortgages, 10% in two-wheeler,
mmmmmmwthm
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capital, hike firms | dreal
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able. we will stick to these areas.

Will you continue using Future outiets to
tap costumers?

Valdyanathan We have a long-term contract
0F 10 years for branches in stores of a4 formats
of the Future Group. We gel access to millions
of customers through retal chainand itls 2
unigue property to us. We are doin g mainly
durables finance from the stores, bidt also offer
other financial products.




