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Trends in PE Transactions in India since 1998 Q‘XENS

A Knowledge Leadership Initiative by Unithos

Trend in the PE activity since 1998 (by Volume)

 Private Equity activity in India (measured as a volume of deals relating to investments and exits) increased to
over 1000 transactions per annum from 2015 as compared to 17 transactions in 1998.

* In the past two decades, over 70 per cent of the PE transactions have been relating to investments. While
PE investments have increased manifold, exits have been limited.

PE Deal Activity — Volume
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m PE Investments PE Exits
Source: Venture Intelligence, Secondary Research and Unithos Analysis
Notes: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis. Exits captured above relate to Strategic sale, Buyback, Public Market sale, Secondary sale as classified by Venture
Intelligence database. This may not be updated for investments written off or exit deals not announced.
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Trend in the PE activity since 1998 (by Value)

* There has been a spurt in PE activity in India since 2017 crossing USD 30 billion per annum and touching
USD 50 billion in 2018 due to large ticket investments like TPG and ADIA* investment in UPL Corporation,
KKR, GIC and others investment in HDFC, Macquarie investment in NHAI projects, fund raises by OYO,
Swiggy, Vivtera, | Squared Capital investment in select assets of Reliance Communications and big ticket
exits including Walmart acquisition of Flipkart, Blackstone’s exit from Intelenet, Actis exit from Ostro Energy.

» This momentum continued in 2019 at USD 42 billion translating to a CAGR of over 30 per cent since 1998.

* PE investments in India gained momentum in the early years of 2000 and phase of exits in 2003-2005. Since
then the trend has been on investments constituting over 60 per cent of the value of published deals.
PE Deal Activity - Value (USD billion)
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Source: Venture Intelligence, Secondary Research and Unithos Analysis

Notes: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis. Exits captured above relate to Strategic sale, Buyback, Public Market sale, Secondary sale as classified by Venture
Intelligence database. This may not be updated for investments written off or exit deals not announced. * ADAI refers to Abu Dhabi Investment Authority
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PE Investments in different Stages of @&ENS

Business Growth
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Fund Raises at different stages of Business Growth (by Volume)

* PE investments in India gained momentum in late 1990s and early 2000s with focus on Early stage and
Growth stage companies comprising almost 80 per cent of the transactions. This trend shifted towards Late
Growth Businesses and PIPE deals post the Dot-Com crash in early 2000s which constituted over 50 per
cent of the transactions in 2005.

* In recent 5 years, there is increase in volume of transactions in Early and Growth stages Businesses (around
80 per cent of the transactions) and sustained activity in other segments (Late stage, PIPE, Buyout, Pre-IPO).

PE Deals Volume - By Stage
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis. (For definitions of the various stages, kindly refer the Glossary)

Fund Raises at different stages of Business Growth (by Value)

« Transactions in Growth, Late and Buyout situations comprise almost 86 per cent of the total deal value in
2019 and average over 80 per cent of the deals in the past 5 years.

» Transactions in the Early stage of businesses consisted of lower ticket size of deals hence while they were
large in volume of transactions, the total value of deals was around USD 1.0 to 1.5 billion since 2015.

PE Deals Value - By Stage (USD billion)
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis. (For definitions of the various stages, kindly refer the Glossary)
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Size of Fund Raises (by Volume)

* PE investments have increased ticket sizes from USD 0-5 million in late 1990s to a mix of USD 5-10 million,
USD 10-20 million and USD 20-50 million in the recent years.

* Smaller deal sizes from USD 0-5 million have dominated the Indian PE market. While larger deals did
emerge between 2005-2010, recent trend indicates an increasing number of transactions in smaller deals.

» Deals above USD 50 million are smaller in number however on an increasing trend.

* In the recent 5 years close to 50 per cent of the total number of transactions are in the range of USD 0-5
million and the balance are almost equally distributed in the other ticket sizes. This is a healthy mix of
‘Business Demography’ indicating chain of investment activity with possibilities of increasing number of
businesses expected to raise further capital for Growth, Buyout and IPO stages.

PE Deals Volume - By Size
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may

differ for different charts / analysis.
Size of Fund Raises (by Value)
» Deals with ticket sizes above USD 50 million constitute over 80% of the total deal value in the recent years.

» Deals with average ticket sizes USD 10-20 million and USD 20-50 million have also shown consistent
increase recording CAGR in investments of over 20 per cent in the two decades.
PE Deals Value - By Size (USD billion)
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.
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Geographical Spread of Investments (by Volume)

* South India has been an attractive target for investments recording the highest volume of transactions
followed by the Western region.
PE Deals Volume — Geography wise
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.

Geographical Spread of Investments (by Value)

» Western and Southern region have received maximum investments by value constituting around 70 per cent
of the PE investments in the recent years.

« Western region recorded bigger ticket size of transactions while the Southern region recorded increased
volume of transactions (Southern region at average of 40 per cent of total transactions as compared with 30
PE Deals Value — Geography wise (USD billion)

per cent by the Western region in the past 10 years) with smaller ticket size for matching up with similar deal
value.
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.
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Fund Raises in different Industries (by Volume)

* IT & ITES industry received most of the Investments in late 1990s-early 2000s and witnessed a slowdown
due to Dot-Com crash and global market challenges. This has regained momentum in the recent years.

» There are increasing investments in BFSI in the recent years and opportunistic investments in other

diversified industries. PE Deals Volume - By Industry
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.

Fund Raises in different Industries (by Value)

* IT & ITES was the leading industry for PE investments in the period 1998 to 2003 attracting over 50 per cent
of the total investments from the investors. Post Dot-Com crash and slow down, it has regained its dominant
share since 2014 attracting significant investments.

« After IT & ITES, BFSI and Healthcare industries have been receiving consistent interest from investors
constituting an average of 20 per cent in the past 10 years.

* Energy and Manufacturing industries have witnessed opportunistic cycles of investments post shift in focus
from Dot-Com crash and global meltdown. Energy industry withessed high activity levels between 2006 to
2011 before being affected by the industrial challenges and policy changes.

PE Deals Value - By Industry (USD billion)
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.
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Exit Status of PE Investments (by Volume)

» As per information from secondary databases, over 70 per cent of the cumulative number of investments made
since 1998 are yet to announce any form of exit.

 Also observed, around 30-40 per cent of the investments made during 1998 and 2005 are still un-exited.

» This could also be related to the investments in Early and Growth stage Businesses which involve longer
gestation for value creation and exit opportunities or businesses shut down due to limited commercial success.

» There has been increased investment activity from 2006, both entry and exits, while investments have been at

a higher pace out-numbering exits. No. of Deals - Exit Status
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B Fully Exited = Partially Exited = Unexited

Source: Venture Intelligence, Secondary Research and Unithos Analysis

Notes: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis. Exits captured above relate to Strategic sale, Buyback, Public Market sale, Secondary sale as classified by Venture
Intelligence database. This may not be updated for investments written off or exit deals not announced.

Exit Status of PE Investments (by Value)

* In value terms also, over USD 140 billion which is almost 70 per cent of the cumulative investments since
1998 are yet to announce any exits as per information from published databases. This is close to 9 per cent
of the total market capital of all companies listed in Bombay Stock Exchange(reference date 19 March 2020).

» Total investments since 1998 recorded at USD 211 billion and exits at USD 83 billion indicating net invested
capital of USD 128 billion in 2019 (approx. 60 per cent of investments).

Value of Deals - Exit Status (USD billion)
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Notes: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis. Exits captured above relate to Strategic sale, Buyback, Public Market sale, Secondary sale as classified by Venture
Intelligence database. This may not be updated for investments written off or exit deals not announced.
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Modes of Exits by PE Investors (by Volume)
» Public Market Sale has been the preferred choice for exits by PE constituting around 40-50 per cent of the
total exits followed by Strategic exits around one fourth of the total exits.

» Public Markets have been volatile and Strategic exits and Secondary sale have emerged as the next suitable
option for the investors.

PE Deals Volume - By Mode of Exit
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.

Modes of Exits by PE Investors (by Value)

» Exit was overwhelmingly by way of Public Market sale and sale to Strategic players in the past but there are
increasing number of exits from Secondary sale transactions in the past 5 years which constituted over 20
per cent of the total value of exits each year since 2015.

» A deeper analysis of Secondary sale transactions since 2015 reflects that a majority of the exits were by way
of sale from PEs to other Alternative Investment Funds focusing on investments in targets at successive
stages of business growth. This implies a relay chain of PE activity from Early stage to Growth stage to Late
stage and so on before exit by way of Public Market sale or sale to Strategic players.

PE Deals Value - By Mode of Exit (USD billion)
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Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.
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Average Returns on Exits by PE Investors

» Overall PEs have recorded average IRR of around 30 per cent in the past ten years and further sub-
classification of investments indicate that VCs have recorded average IRR of around 50 per cent on exits in
the same period. IT & ITES, BFSI, Healthcare have recorded maximum returns for PE and VC.

_ _ Average IRR in past 10 years (Where available) No. of transactions
No_of fransactions considered for the chart considered for the chart
E 206 Overall | B 31.7% i 20106 i
11 Travel & Transport i B 27.1% : :
i 7 Textiles & Garments | [ 24.5% | 20112 i
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I 10 Manufacturing i B 19.0% i2013 10:
| 39 IT&ITES | I 33.9% {2014 161
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i 45 Healthcare & Life Sciences | [ 26.9% 12015 - 26!
5 Food & Beverages i B 02.4% i2016 17i
i . FMCG i B 26.0% i :
I3 Energy : B 23.8% 2017 - 44!
| 2 Education | N 173.4% | :
oo BrsS! | I 33.9% } 201844
| o | l
L4 Agri-business i B 11.0% :2019 31:

Source: Venture Intelligence, Secondary Research and Unithos Analysis

Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may

differ for different charts / analysis. i X
No. of transactions considered for the chart
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HPE WMVC

Source: Venture Intelligence, Secondary Research and Unithos Analysis
Note: Transactions considered for the above chart is based on relevant information available in Venture Intelligence database as on 4 March 2020 and may
differ for different charts / analysis.
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BFSI Banking, Financial Services and Insurance
CAGR Compounded Annual Growth Rate
FMCG Fast Moving Consumer Goods

Geographical Classification | As per Venture Intelligence database

Industry Classification As per Venture Intelligence database

Investment ticket size As per Venture Intelligence database

IPO Initial Public Offering

IRR Internal Rate of Return

IT&ITES Information Technology & Information Technology Enabled Services
PE Private Equity (including VC)

PIPE Private Investment in Public Entity

VC Venture Capital

Year Calendar Year

Stages of Business Growth as per classification by Venture Intelligence database:

+ First / Second Round of institutional investments into companies that are:
* Less than five years old, and

» Not part of a larger business group, and

* Investment amount is less than USD 20 million

Early stage

Growth Stage:

+ Third/Fourth Round funding of institutional investments or

 First/Second Round of institutional investments for companies that are >5
years old and < 10 years old or spin-outs from larger businesses, and

* Investment amount is less than USD 20 million

Growth Stage-PE:

* First/Second Round Investments >USD 20 million, or

+ Third / Fourth Round funding for companies that are >5 years old and < 10
years old or subsidiaries/spin-outs of larger businesses, or

« Fifth/Sixth rounds of institutional investments

Growth stage

Late stage + Investment into companies that are over 10 years old, or
+ Seventh or later rounds of institutional investments

Buyout + Acquisition of controlling stake via purchase of stakes of existing shareholders
* Buyout Large - Buyout Deals of more than USD 100 million in Value

PIPE * PE investments in publicly-listed companies via preferential allotments / private
placements, or acquisition of shares by PE firms via the secondary market

Others PE investments in Special Purpose Vehicle (SPV) or Project-level investments.

Disclaimer: The contents of this note are for information purposes only and captures the personal views /
approaches / understanding of the presenter. Any recipient of this document may choose to reproduce or
redistribute this report for non-commercial purposes in part or in full to any other person with due
acknowledgement of Unithos. The above analysis is based on publicly available information. Unithos have
considered the information from secondary sources to be reliable and have not independently verified the same.
Unithos has made every effort to use reliable and comprehensive information, but Unithos does not represent or
assure or guarantee that the contents of this document are accurate and complete.
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About Unithos Business Advisors Private @@NS

LI m Ited A Knowledge Leadership Initiative by Unithos

Unithos Business Advisors Private Limited (“Unithos”) is a private limited company focusing on
valuations, joint venture advisory, M&A and business advisory services to clients across diverse sectors. The
company is recently set up by Vikas Suresh Kumar who has branched out of KPMG India Private Limited after a
10 years stint heading valuations practice in South India and operational experience from entrepreneurial
management roles in the industry prior to KPMG. The key offerings are:

Business Consulting

Valuations (for various purposes) Deal Advisory

Mergers & Acquisitions, Joint Venture, Buy Side, Sell Side, Partnerships, Fund Market Entry Strategies, Feasibility Studies,
Portfolio Valuations, Restructuring, Fund Raises, Restructuring, Transaction Business Scorecard implementation,
Raises, Corporate Governance, Taxation, Structuring, Pre-Deal Support, Post-Deal Financial Modelling, Business / Strategic
Accounting Requirements, Disputes Support Planning, Organizational Restructuring
Resolution

- ‘ - :
Unithos Vllkas Suresh Kumar Madhavi Pandrangi Akhilesh Kabra
Team Director Senior Advisor Senior Consultant
(Mumbai) (New Delhi)

Varsha Dhamasia, CFA CA Viswanatha CA Hitesh C CA Nishaanth A Jeyaraj
Associate Reddy Bijivemula  Senior Analyst Senior Analyst
Consultant
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