businesstoday.in

Business Today

April 17, 2022 7150
Yy

E
E
=
£
£
’
2
2
g
2
=
5
2
3
=

Rahul Bhatia
Promoter & MD,
InterGlobe Aviation

N.Chandrasekaran
Chairman,
Tata Sons

THEBATTLELINES ARE BEING REDRAWN AS NEW, OLD, AND COMEBACK AIRLINES
GETINTO A JOSTLEFOR THEIR SHARE OF AN EXPANDING SKY

Central Bank Odd Trio: Reliance-Future-
Digital Currency: Amazon’s M&A Saga Takes
Howisit Shaping Up? New Twists and Turns




JUST A TAP AWAY

— INDIA
= TODAY Q B

TOP NEWS VIDEOS PROGRAMMES

® TOP STORIES

Narendra Modi Live: By Congress-mukt India
we will fulfil Gandhi's dream

PM Narandra Mndi wae enealkkina in | nle Sahha

DOWNLOAD THE APP NOW ALABLEON i | @




Q9T BT . 1

fédt =1 QU

ofs e0 WER 9,
Pel |, pHY L

aajtak.in/app &

SUeTe & @\0

AHERR!
Missed Dally Capsule?

Tap to see |t again.

o ot it

or-aedR 3 aitftra # arer e gwen, 4 gfereamdt
dE
Rrod wo Rl & ot § sndd gl & asht oé 2. o i

3MTcieh! T4T ot R a9 g dt gl 97 ot U= ga

et exat %<2




&

-
MADE IN INDIA iilior*
- e DCM SHRIRAM
= Growing with trust

Keep the
Outside Outside
Forever

The Multi-chambered profiles and fusion welded joints, improves overall sealing and insulate windows against the heat
outside. Furthermore, they keep the rising temperature and energy cost resulting out of it well within the control.

L Q/ L L @ &7/ Better by Design

bt India’s No.1 Windows & Doors Brand

[b Science@work = Fene St a\,

Prevenis Keeps out
Dust Bulidup Inluln'llun Rain* lulalrlllnlrbnl Lnd Free Hulmnt Irwullﬂurt Support
nosno

Nationwide Footprint: Service across 350+ cities | Call: 1800 102 9880 (Toll Free) | ©74286 91568 | SMS: WINDOW to 56161 | Email: response @fenesta.com | Visit: www.fenesta.com

"T&C Apply.



| FROMTHE EDITOR |

A Slice of the Sky

hen the Tata group acquired ailing national carrier

Air India last year, it was a seminal moment not

just for privatisation in India but also for the Indian

aviation industry. Here was one of the country’s

largest and storied business groups acquiring an
airline that would, together with the existing airlines Tata owns—
Vistara and AirAsia India—make it a formidable force in the Indian
aviation market. The acquisitionalso paves the wayforabruisingbattle
for market share between the Tata group and India’s biggest airline
company, IndiGo, at a time when the Indian skies are set to witness
the entry of at least one new player, Akasa Air, funded by star investor
Rakesh Jhunjhunwala, and the revival of the fallen Jet Airways, which
is now controlled by the Kalrock-Jalan consortium.

By all accounts, it’s going to be a most interesting contest, with
IndiGo—which has a staggering 51 per cent market share—fighting
to retain its stranglehold over the Indian aviation sector and Tata—
counting low-cost carrier (LCC) Air India Express—now owning four
airline brands: two full-service carriers and two LCCs, with a combined
market share of a shade under 27 per cent. And that’s exactly why
IndiGo has also armed itself with the return of Promoter Rahul Bhatia
as Managing Director to helm the company at this crucial juncture and
get it ‘future ready’. In our cover story, Manish Pant takes a close look at
the emerging scenarios in the Indian aviation sector at a time when the
Covid-19 pandemic is ebbing, air travel is back sharply, and Tier IT and
I1I cities are also showing sharp growth in passenger numbers. On the
flip side, there is the big challenge of runaway fuel prices. Meanwhile,
domestic air traffic improved sequentially to 7.69 million passengers in
February 2022, against 6.41 million passengers in January, indicating
that the battleground is now ready for IndiGo, Tata and the rest of the
players. As IndiGo CEO Ronojoy Dutta tells us, there is a huge market
waiting to be tapped and there’s potential and space for everyone.
Vistara’s CEO Vinod Kannan echoes this sentiment when he says that
the scale of the Indian aviation market is “second to none”.

Elsewhere in thisissue, Krishna Gopalan dives into yet another battle
playing out, this time in India’s retail sector, with Mukesh Ambani-
owned Reliance taking charge of over 800 stores earlier run by Kishore
Biyani’s Future Retail, as the latter failed to pay up lease rentals. In
doing so, Ambani has caught the mighty Amazon totally off guard, even
as the Jeff Bezos-founded megacorp is locked in a bitter face-off with
Biyani over the latter’s deal to sell Future to Ambani. This intense battle
for control of Future will be a determining factor in India’s fast-growing
retail story. Talking of retail, I would also urge you to read Arnab Dutta’s
interviewwith Hindustan Unilever Ltd (HUL) boss Sanjiv Mehta, where
he talks about the competitive landscape in the fast-moving consumer
goods sector, and the importance of HUL in the Unilever ecosystem. BT
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TOUCHING
THE SKY

THE BULLS CONTINUED TO DOMINATE
THE BEARS DESPITE UNCERTAINTIES
IN THE EQUITY MARKET IN FY22. A
LOOK AT THE NUMBERS THAT MATTER
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PER CENT

The rise witnessed
by the BSE Sensex
from April 1, 2021 to
March 29, 2022

PER CENT

of BSE 500
stocks delivered
positive returns
to investors
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Net outflows of

foreign institutional
investors (FII) in FY22
till March 29, 2022
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KITCHEN
ECONOMICS

The demon of inflation is back. Retail inflation has seen an up-

ward trend in recent times, hovering above the Reserve Bank of
India’s tolerance band of 6 per cent. Here’s how it has affected
your kitchen expenses in the past one year.

INFLATION
HAS RISEN
TO AN
EIGHT-
MONTH

CONSUMER
FEBRUARY... ) PRICE INDEX (%)

% change YoY

3.05

0.63
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THE NEVER-ENDING COVID STORY

COVID-19 IS BACK with a vengeance in several countries with anew sub-variant of Omicron
named BA.2 or Stealth. China has locked down Shenzhen and some other cities; South Korea's
daily Covid tally has crossed 600,000; Hong Kong, too, is recording asharprise in cases. Worry-
ingly, quite afew BA.2 variant cases have shown up in India, too, in Tamil Nadu. Time to beware.
—NEETU CHANDRA SHARMA

SUVsONTOP

The Indian auto market’s dynamics are
not what they used tobe for eons. In 2015, the
small SUV segment sold a little over 100,000
units while 620,000 premium hatchbacks
were sold, according to Jato Dynamics. Cut

<17

LAKH CRORE

AMOUNT PUMPED toFY22. Till February, the industry man-
INBY THE CEN- aged to sell 540,000 hatchbacks and, for the
TRAL BANK SINCE first time, the number of entry-level SUVs
THE COVID-19 was alittle short of 600,000. It was also the
PANDEMICHIT first time any segment had overtaken the
THE ECONOMY IN ?azl(.:hback, Indl?’s largest segrﬁent sofar.
MARCH 2020, SAID ndiaisnow trulyan SUV market.
RESERVE BANK —PRERNA LIDHOO
GOVERNOR SHAK-
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TVSETSTO
GETDEARER

The rising prices of raw
materials, higher freight
charges, weakening Indian
currency, and the Russia-
Ukraine conflict’sripple
effect will stress India’s TV
industry, with TV sets likely
togetdearer by 7-10 per
cent. Arjun Bajaaj, Director,
Videotex International
Group, says stocks and ship-
ments will last 1-1.5 months,
and the Shenzhenlockdown
could worsen things.

—NIDHI SINGAL

PRIME MINISTER Narendra Modi announcedre-
cently that India has achieved the target of $400
billion of exports for the first time. And now the
government is targeting $500 billion of exports
in FY23, which experts believe is achievable.
“India’s exports touching $400 billion is a mir-
acle considering that they were stuck at $275-
330 billion from2010-11t0 2020-21,” says Ram
Singh, Professor, Trade and Operation at Indian
Institute of Foreign Trade. Ajai Sahai, Chairman
of Federation of Indian Exports Organisations,
opines that the Russia-Ukraine conflict would
not impactus, as our exports to these countries
is puny. But as Singh points out, imports growth
is much higher than exports growth, whichis
widening the trade deficit.

—RAJAT MISHRA

Business Today | 17 April 2022
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BIG SCREEN
GETS BIGGER

PVRINOKX, the merged
entityborn from PVR Ltd’s
merger with second largest
multiplex chain INOX
Leisure, will be the largest
film exhibition companyin
India with 1,546 screensin
109 cities, pushing Carnival
with 450-plus screenstoa
distant second. The new en-
tity will hold 40-45 per cent
of India’s multiplex rev-
enues, bringingitinto the
crosshairs of the Competi-
tion Commission of India.
But with revenues less than
{1,000 crore, the CCI’s
threshold for exemption, it
might just pass muster.

—VIDYAS.
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EVERYTHING YOU NEED 10
KNOW ABOUT MARKET RISK

Does the term, Market Risk scare you? Does it make you feel that you could lose your hard-earned money if you try
to invest? Thankfully, that does not have to be the case. While it is important to be aware that risk exists in invest-
ing, when you understand the how and why of market fluctuations, you can put some doubts to rest and approach
investing with the right knowledge and frame of mind.

What is Market Risk? Why does is exist?
Market risk can also be referred to as market volatility or
market fluctuations and has been around for as long as
investing itself. Market risk is an inevitable part of the
investment journey and it is important to remember that
it is not always a bad thing.

Market risk can be defined as the possibility of losses
due to fluctuations in the financial market. Let us look
at this with an example: Mr. Kumar invests in Company X
which is a tech start up. Everything about the company’s
products looks like they will sell well and earn a profit.
Unfortunately, just before Company X can launch its first
product range, Company A+, a well-established tech
brand launches a similar range of products, As you can
imagine, Company A+ has been around for a while, has
built a good reputation and has loyal customers, and its
products sell much better than Company X.

Therefore, Company X does not make a big profit on
its products and Mr. Kumar does not receive the return
on investment that he hoped for. In fact, if Company X
is forced to shut down, Mr. Kumar might not even get
his investment capital back. However, this was a risk that
Mr. Kumar was aware that he was taking when he first
invested. There was always the possibility that Company
X's products could have been the first of their kind on the
market and made a huge profit which would have ben-
efitted Mr. Kumar, but because the future in unpredict-
able, there will always be risks. It is important to note
here that higher risk are typically associated with higher
returns as could have been the case if Company X had in
fact caused a disruption in the tech market.

Similarly, when investing in an instrument like mutual
funds, there is always an exposure to risk. Investors are
indirectly investing in equity of various companies and
returns therefore depend on how those companies
are performing in the market. During a bear market or
growth phase, most companies show profits and the in-
vestors benefit. However, during a bear phase or market
downturn, companies could suffer losses which in turn
affects the investors.

Levels of Risk

What exactly then are investors supposed to do to pro-
tect their investments from risk? First, it is important to
remember that risk levels are not uniform across compa-
nies or mutual fund schemes. There are companies that
can withstand risk better than others, while some fold
under extreme loss.

Returning to our example above; in a situation where
both Company A+ and Company X are faced with a
market recession, Company A+ which is a large, well-
established company is likely to be much less affected
than start-up Company X. This is because Company
A+ already has a large market share and losing some
profit will not badly affect its ability to continue manu-
facturing its products. Company X on the other hand,
that was depending on the profits of its first sales
to finance production of its second range of products,
might have to halt operations until it finds another way
to raise capital.

Similarly, in the markets there are companies with a
range of market shares. These can be broadly dassified
as large-cap, mid-cap, and small-cap companies based
on market capitalisation. Large-cap companies are least
affected by market risk while small-cap are affected
the most, with mid-cap falling in the middle. What this
means for investors, is that they get to choose where

and how they want to invest in order to mitigate some of
the inherent risk. For example, an investor could choose
to invest across market caps to capitalise on the larger
growing potential of small-cap companies, while gain-
ing some capital protection from the less risky large-cap
companies.

Understanding Risk Appetite

Risk appetite is the flip side of market risk. It is directly
related to the investors and their ability to tolerate risk.
Let us consider Mr. Kumar from our earlier example,
because he invested in a high-risk company, we can say
that Mr. Kumar has a high risk appetite. Another person
might have chosen instead to invest in Company A+ be-
cause they could not tolerate the idea of losing money if
things didn’t work out for Company X.

Risk appetite is a personal aspect and something that
each investor needs to decide for him/herself. Factors
that could affect your risk appetite include your age,
income, financial responsibilities, and the duration for
which you plan to stay invested. In fact, assessing your
own risk appetite is one of the first things each investor
should do before you choose an investment instrument.
Risk appetites could range from aggressive (high) to
moderate (medium) and conservative (low). According
to your own assessment, you can then proceed to choose
investment options that suit you best.




16 |

| THE BUZZ — BRIEFINGS |

TIMELY
LIFELINE

The DPIIT has extended
the five-year timeline to 10
years for start-ups to convert
debtinvestmentinto equity
shares, providing a breather
to early-stage firms who
require longer gestation
and higher investments to
build products and generate
revenue. It gives them time
toestablish their business
before starting to pay

back debt.

—BINU PAUL

10 YEARS

PHOTO BY PANKAJ NANGIA
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The hotter, the better

AFTER SUFFERING from subdued demand in the past
two years, the country’s air conditioner makers

are gearing up for abumper sale in 2022. With the
Indian Meteorological Department forecasting an
early summer and heat waves across north India,
AC sales are set to surge by healthy double digits.
Typically, the March-June period accounts for 65
per cent of annual AC sales. Industry veteran and
Godrej Appliances’ Executive Vice-President Kamal
Nandi expects the AC market to get a boost despite
imminent price hikes, as the Covid-19 fear recedes
and summer temperaturesrise.

RESILIENT
MARKETS

The Indianstock marketis
proving tobe aresilient one
if onelooks at the correla-
tion between the fall in the
Nifty—or even the broader
indices—and selling by
foreign portfolio investors
(FPIs). Ananalysis by ICICI
Securities shows FPIs sold
over $36 billion in the past
one year—more than the
$28 billion during the 2008
Global Financial Crisis. Yet,
the indices dipped around
15-20 per cent, compared

to 70 per centin 2008.
Reason: strong inflows
from domestic institutional
investors.

—ASHISH RUKHAIYAR

—ARNAB DUTTA

INTELGOESTO
EUROPE

Minister Ashwani
Vaishnaw invited Intel
to India (on Twitter),
the US chip giant has
announced it would
invest €80 billion in
the European Union
over the next decade.

India proposes, Thisincludes a semi-
Intel disposes. Three conductor fab mega-
months after India site in Germany, an
announced its ambi- R&D and design hub
tious semiconductor in France;and R&D,
scheme and Union manufacturing and

foundry services in
Ireland, Italy, Poland
and Spain. Intel says
this will address the
need for abalanced
and resilient supply
chain.

—NIDHI SINGAL

%

RATE CUT

The Employees’ Provi-
dent Fund Organisation
(EPFO) hasreduced the
interest rate on provident
fund deposits to 8.1 per cent
for 2021-22,the lowest in
4o0years—itwasat 8 per
centin1977-78. The decline
in rates will hit 60 million
subscribers of EPFO. Will
the interest rates for other
small savings schemes also
be slashed? Ratesdo tend to
change in tandem. Sukanya
Samriddhi Account hasan
interestrate of 7.6 per cent,
Senior Citizens Savings
Scheme has?7.4 per cent,
and Public Provident Fund
(PPF) 7.1 per cent.

—TEENA JAIN KAUSHAL
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NET OUTFLOWS FROM GOLD ETFs IN FEBRUARY,
MAKING IT THE SECOND CONSECUTIVE MONTH OF
WITHDRAWALS AS INVESTORS PREFERRED
EQUITIES OVER OTHER SEGMENTS ON ROBUST

SIP FLOWS. NET OUTFLOWS FROM GOLD ETFs
WERE ATI452 CRORE IN JANUARY
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| THE BUZZ — SPOTLIGHT |

OILMANON THELOOKOUT

OIL & GAS MINISTER
Hardeep Singh Puri
must be partially relieved
after state-owned oil mar-
keting firms raised fuel
prices for the first time

in four months. Crude oil
prices have steadily risen
since the start of Russian
military action in Ukraine,

eroding the margins of play-
ers like IOCL, HPCL and
BPCL. The 70-year-old former
diplomat also told the Rajya
Sabha that he was weighing
in on potential investment
opportunities in Russian oil
and gas assets if western oil
majors exited the country.

—MANISH PANT

WHERE THERE
ISA YOGI...

Baba Ramdev has an opinion on practically
all things, and these days, especially on matters
FMCG. The trait was on full display when he
faced media queries during the launch of Ruchi
Soya’s follow-on public offering (FPO). Asked
about the recently-listed Adani Wilmar, Ram-
devwas quick to say that Adani Wilmar is just
an oil company while Ruchi Soya has a strong
presence in FMCG, food and nutraceuticals.
Wherever there is a yogi, everything is possible,
he quipped.

—ASHISH RUKHAIYAR 4
Baba Ramdev has called Adani Wilmar K, :
just an oil company, while explaining

that Ruchi Soyais presentin FMCG,

food and nutraceuticals

Family Strife

TOUGH TIMES have befallen
Analjit Singh. An astute
investor who made a pile of
money in telecom, the Max
Group founder is in the midst
of alegal battle with his wife
Neelu. In a petition filed with
NCLT, Neelu has alleged fund
diversions through sham
transactions, in addition to
being ousted from the busi-

ness. Looks like a long haul.
—KRISHNA GOPALAN

Good news for Instainfluencers! Meta (Facebook)
Founder Mark Zuckerbergat a conference in Texas, US,
confirmed that Instagram would soon introduce non-
fungible tokens (NFTs). The photo-sharingappisalso
likely to allow users to trade NFT profile pictures on the
platform. Thisis in line with Zuckerberg’s ambitions of
building a metaverse that will be more like an extension
of our current virtual avatars, but only more interactive.
Instagram’s entry into NFTs could mean anything from
allowing users to mint their own tokens to selling a viral
postasan NFT,and alot of other cool stuffin between.

—PRERNALIDHOO

Business Today | 17 April 2022

il
COVID KILLER

FINALLY, CHILDREN
aged12to 15 years can
get their ownvaccine

for Covid-19. And that is
thanks to Mahima Datla,
whose company Bio-
logical E. has already pro-
duced 300 millionvac-
cine doses for the central
government. Datla, MD
of the company, says Bio-
logical E. will also partner
with state governments,
hospitals and medical
institutions to facilitate
the supply of Corbevax,
and the company has
installed capacity to
produce over 100 million

doses per month.

—NEETU CHANDRA
SHARMA

Goel Stays

BY REAPPOINTING Jawa-
har Goel as MD till March
2025, Dish TV’s board has
sent a clear message that
itisin no mood torelent to
pressure from its largest
shareholder YES Bank to
replace Goel—Subhash
Chandra’s brother; he has
5.93 per cent promoter
shareholding in the com-
pany—and four directors.
This comes after the re-
appointment of non-exec-
utive and non-independent
director Ashok Kurien was
shot down at its AGM. What

next for the company?
—VIDYAS.

HARDEEP SINGH PURI AND BABA RAMDEV PHOTOS BY BANDEEP SINGH; MAHIMA DATLA PHOTO BY KRISHNENDU HALDER
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| UPDATE — PAYTM PAYMENTS BANK |

Payments Pain

The RBI’s regulatory action on Paytm Payments Bank
is the latest in a series of challenges the group has
been facing since it listed late last year

BY ANAND ADHIKARI

P PAYTM IS facing torrid times. Paytm Payments Bank,
part of the Vijay Shekhar Sharma-founded financial ser-
vices group, was recently directed by the Reserve Bank of
India (RBI) to stop on-boarding new customers because
of supervisory concerns. This comes as the group’s hold-
ing company—One97 Communications—battles falling

prices since beinglisted. LONG PATH TO
Sharma, who has been frustrated by substantial value PROFITABILITY
. . . ) PAYTM IS

erosion, recently remarked that his business model hasn’t TRYING TO
been understood by the market. Paytm is building a BUILD A

: . . . FINANCIAL
fma.nc1a1 services model on top of alow-margin payments SERVICES
business. But there hasn’t been much progress or scale MODEL ON
in the non-payments side, which comprises businesses lg\';NCI)EFI\I'E
like lending, insurance and investments, among others. BUSINESS

In fact, the latest regulatory action will come in the way

REPORT CARD: PAYTM PAYMENTS BANK

Particulars

Sales  [16681  [2m06  [19874

Net profit | 64.93 | 27 | 17.8

(in% crore) Source: Annual reports

Business Today | 17 April 2022

of the group gettinga small
finance bank (SFB) licence and
entering the lucrative lending
business. The current RBI
guidelines allow a payments
bank to convertinto an SFB
after the completion of the first
5years. Paytm completes 5 years
in June and was keen on an SFB
licence. ICICI Securities,ina
recent report, cited the recent
instance of an embargo on
HDFC Bank. “It took 8 months
to partiallylift the restrictions
and almost 15 months to wholly
lift the same,” says ICICI Securi-
ties. Clearly, the RBIisn’t likely
to entertain Paytm’s application
anytime soon. The SFBlicence
would have allowed Paytm to of-
fer small-ticket loans and would
have removed limits on the sav-
ings bank account balance.

The RBI has also directed
Paytm Payments Bank to
appoint an IT audit firm to
conduct a comprehensive audit
of its IT systems. The payments
bank is one of the contributors
to revenues and profits of the
holding company; One97 Com-
munications offers a payments
gateway, marketing and distri-
bution services to the payments
bank, whose instruments like
the Paytm Wallet and Paytm
FASTagare offered on the hold-
ing company’s super app. The
parent holds 49 per centin the
payments bank, while Sharma
holds 51 per cent. In response
to the regulatoryaction, Paytm
has said thatitis fully compliant
with the datalocalisation rules
of the regulator.

The groupisyetto get the
nod from the insurance regula-
tor for the acquisition of private
insurer Raheja QBE General
Insurance Company, a deal it
had announced in 2020. Paytm’s
road to profitabilityis only get-
tinglonger. BT

@anandadhikari
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| UPDATE — EVEREADY |

Eveready Burmans

With the Competition Commission of India’s

nod, Dabur’s Burman family is set to take over the
Kolkata-based dry cell battery maker that has
been under stress for years

BY ARNAB DUTTA

Business Today | 17 April 2022

AFTER FAILING TO REVIVE the busi-
ness for years, the Kolkata-based
Khaitan family may finally have to
part ways with Eveready Industries,
the maker of eponymous batteries
that are pretty much ubiquitous in
India, and which once used to be
the crown jewel for the diversified
group. With the Competition Com-
mission of India clearing the take-
over bid by the Burman family, the
beleaguered dry cell battery maker is
now closer to having a new owner.
The Delhi-based Burman fam-
ily, which already has interests
across fast moving consumer goods
(FMCG), quick service restaurant
chains and financial services, has
lined up five group companies and a
financial advisory firm to take con-
trol of Eveready. While the Burmans
already own 19.85 per cent of the
company, three of their group entities
Puran Associates Private Limited,
VIC Enterprises Private Limited and
M.B. Finmart Private Limited have
been placed at the forefront of this
deal asacquirers. Additionally, Gyan
Enterprises Private Limited and
Chowdry Associates are the persons
actingin concert (PAC). These five
together are expected to take 26 per
cent shares of Eveready against I605
crore. Further, JM Financial, which is
managing the proposed deal, is also
planning to take 5.26 per cent owner-
ship on behalf of the Burman group.
According to Mohit Burman,
Executive Vice Chairman of Dabur
India and the man behind the deal,
expansion of Eveready’s portfolio by
leveraging the brand would be the
key focus of the new management.
“The brand Eveready is very strong
andisaclearleaderin the dry cell
market. It’s also a very well-known
consumer brand and we do like to

CHARGED UP-Mohit
Burman, Executive Vice
Chairman of Dabur India and
the man behind the Eveready
deal, believes the brand has
significant potential

PHOTO BY SHEKHAR GHOSH
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investin businesses like these. We
believe that the brand has significant
potential. We plan to focus on its
existing businesses in the immedi-
ate future and thenlook at new
businesses in the medium to long
term,” he says, adding that with the
right thrust and focus, the current
business could be scaled up and new
businesses explored. “The dry cell
market today is around 31,500 crore
in size, but then there are segments
within the industry like alkaline bat-
teries that are growing very fast. We
plan to go after that for sure, besides
upgrading our range and focussing
on lighting, too,” says Burman.

While the Burmans’ open offer for
Eveready came onlyin late February,
over the past few years, the family’s
interestin the firm has grown steadi-
ly. It also coincides with the Khaitan
family’s declining holding. Since the
Kolkata-based family empire’s patri-
arch Brij Mohan Khaitan’s demise in
mid-2019, the promoter holding in
Eveready has dwindled from 44 per
centin March, 2019 to 4.84 per cent
in December, 2021.

Burman, however, denies that the
acquisition was planned or it was in
understanding with the Khaitans,
whom they know for decades. Ac-
cording to him, they “never intended
to own or control the company
initially. We only invested because
we thought the business was cheap.
There isno such understanding
[with the Khaitans]. Thisisnota

structured deal”.

While Aditya Khaitan and Amri-
tanshu Khaitan, the former chairman
and managing director of Eveready,
respectively, who stepped down
immediately after the Burmans’
open offer to acquire the company,
declined to comment, people closely
associated with its management told
Business Today that the root of the
problem lies in the Khaitans’ ambi-
tious McNally Bharat deal. Acquired
in 1980, the Khaitans owned 35 per
cent of the infrastructure and mining
solutions firm in FY14, but most of
its shares were pledged against debt
thatitraised over the years. With
itsinability torealise revenue, the
promoters had toinitiate share sale
tomaintain liquidity.

Rising debt turned out to be
amajor concern for the owners,
who eventually had to start selling
assets to manage finances as sales
in the battery business stagnated.
Eveready, which used to contribute
over 55 per cent towards the group’s
revenue, has posted negative
growth bothinits top line and
bottom line at least since FY17 (see
chart). By 2018, analysts such as Ko-
tak Securities started pinning their
hopes on sale of key assets such as
industrial land by Eveready.

Meanwhile, lenders’ intervention
resulted in steady fall in the share-
holding of the promoters. Take In-
dusInd Bank, for instance. In 2020,
itinvoked pledged shares—7.82 per

Business Today | 17 April 2022

centin Evereadyand 7.5 per centin
McLeod Russel. “Equity shares of
Eveready Industries and McLeod
Russel, held by Williamson Magor
and Co (Khaitan Group entity), were
pledged with the bank for securing
the outstanding dues of Seajuli
Developers & Finance Limited. The
bank has invoked the pledge held on
the aforesaid shares for recovery of
its dues from Seajuli,” the bank said
inaregulatoryfiling.

With the Burmansin charge,
company insiders are now hopeful
that Eveready has a fair chance of
survival. “We have known them for
years and, given the current circum-
stances when the Khaitan family
can no more keep the control, it’s
better that Eveready stays with the
Burmans,” says a Khaitan loyalist.

Burman sounds confident too.
Instead of running the business
directlylike the Khaitans, the fam-
ily plans to scale up the business
through seasoned professionals.
“We like our companies to be run
professionally. So, the Burman fam-
ily is not going to be on the Eveready
board in any executive capacity. We
generally run our businesses profes-
sionallyand our intentis to run
this, too, in a similar fashion,” he
says. That should be reassuring for
Eveready’s stakeholders, consider-
ing the Burmans’ good track record
with Dabur India. BT

@arndutt
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The Unreliable Promoter

While the government is happy to sell shares of its companies in the public market
to raise money when required, it has nothing but rank disrespect for the rights of
other shareholders. For decades, it has run roughshod over them in listed PSUSs

BY UDAYAN MUKHERIJEE

EVERY YEAR, the Finance Min-
ister lays out an annual target

for receipts from divestment of
PSU shares, anumber missed

by awide margin by the end of
year, nearly every time. This is
regardless of market conditions,
buoyant or sluggish. Among many
contributing factors, a para-
mount one is that most investors,
and indeed businessmen, regard
the Government of India (Gol) as
anunreliable promoter, capable
of utterly capricious behaviour

to the detriment of minority
shareholders. In this, the Gol
hasbeen remarkably consistent,
regardless of which dispensation
isin power. Itis this tendency
that hasresulted in the sustained
underperformance of PSU stocks
over the decades and made global
and local businessmen wary of
buying state-owned assets.

The latest, and glaring, ex-
ample of this is the ongoing saga
of fuel prices and the proposed
disinvestment of BPCL. Global
crude prices have shot through
the roof in response to the crisis

in Ukraine, yet retail prices of fuel
had notbeen raised since November
2021, till recently. State-owned oil
companies have bled billions in this
period and some private oil retailers
were on the verge of shutting shop.
When asked why prices had not been
raised, the Finance Minister scoffs

at the question saying she couldn’t
possibly think only about the fate of
BPCL or oil marketing companies
while deciding on such matters, hav-
ingloftier issues such as inflation to
keep in mind. This churlish response
was both surprising—as it was her
predecessor Arun Jaitley who had
announced the deregulation of diesel
prices to rapturous applause from
the business communityin October
2014—and disingenuous, as the real
reason is obviously the key state elec-
tions which held the government back
from raising fuel prices.

The stock of BPCLisdowna
quarter since fuel prices were frozen
but thatisatbestasideissue as
minority shareholders are by now
used to the vagaries of owning PSU
oil companies. The bigger problem is
that any prospective buyer of BPCL
would probably think several times
before buying an asset where ithasno
control on product pricing, potentially
standing tolose millions of dollars
every time an important election
comes around, if the price of crude

Business Today | 17 April 2022

were to misbehave for some reason.
For decades, the government has run
roughshod over other shareholders in
publicly listed PSUs, sometimes tak-
ing arbitrary decisions totally inimical
to their interests, often even forcing
them to run down their balance sheets
bybuying stakes in other PSU com-
panies to serve its own interests. No
business inits right mind could bid for
BPCL in suchascenario.

Similar questions plague the
prospects of India’s largest IPO, the
upcoming one of LIC. The country’s
largest insurer has often been used
asapawnby the finance ministry
to bail itself out of sticky situations.
When the publicissues of struggling
insurance companies New India
Assurance and General Insurance
Corporation needed bailing out, it
was inevitably LIC which was called
upon to do the honours. Likewise,
when the ailing IDBI Bank needed
alifeline, it was again LIC that was
called upon to fork out thousands of
crores, regardless of whether it made
any financial sense. Examples of such
forced investments are numerous,
most ending up as disastrous bets.
Itisalsoan open secret that LICis
used as a market stabiliser by the
finance ministry during times of
crisis and panic, evenifitisat the
cost of sacrificing its own interests.
And therefore, while the franchise
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isindeed valuable, it is questionable
if LIC should be regarded as a clean
insurance play, or an extension of
the finance ministry which canbe
pressed into the service of ‘national
interest’ at any time. Prospective in-
vestors of LIC need to be cognisant of
such risks before getting too excited.

The same issues are likely to
crop up in the proposed sale of
stakes in two government-owned
banks. Would they truly be allowed
to operate as freely as their private
sector counterparts? The issue is
that while the government is happy
to sell shares of its companies in the
public market to raise money when
required, it has nothing but rank
disrespect for the rights of other
shareholders. Almost as if minority
shareholders ought to feel privileged
about being conferred the right to
own aslice of these jewels and dare
not ask questions when their value
is eroded serially by poor decision

making. Unless this changes, and
the government realises that it can
do whatever it wants with 100 per
cent owned PSUs—even if that risks
running them to the ground like
BSNL—it cannot take such liberties
where the companies have other
non-government shareholders.

And with its shoddy track record,

it certainly cannot go about asking
suitors and investors to partake in its
newfound divestment zeal, unless

it can demonstrate thatit is about to
change its spots. After all, you can’t
have your cake, and eat it too.

The central problem is one of
trust,and itisn’tanew one. A decade
ago, the government did an offer
for sale of shares of the upstream
oil company ONGC. Before the
issue, there were global roadshows
where ministers and bureaucrats
announced, with great fanfare, how
policies with regard to the company
would be scrupulously aligned to the

With its shoddy
track record,

the government
cannot go about
asking investors
to partakein

its newfound
divestment zeal,
unless it can
demonstrate
thatitis about to
change its spots.
After all, you can't
have your cake,
and eat it too

interests of all shareholders. What
followed over the years was a series of
missteps such as loss/subsidy sharing
with oil marketing companies and
then the purchase of a majority stake
in HPCL. Ten years out, the stock
still trades way below the price at
which the shares were sold back in
2012. There, hangs a cautionary tale.

Should bidders or investors
believe assurances from the govern-
ment that such decisions will not be
taken in future with regard to BPCL
or LIC? After all, diesel deregula-
tion was just such a promise from
the same government, which layin
tatters for over four months till the
government deigned to concede
enough was enough.

Having dealt in broken promises
and high-handed arrogance over the
years, the government should now
realise that, powerful as it may be, it
is still not above the old dictum that
actions speak louder than words. BT
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IT IS THE best of times, it is the worst of times. It is
the age of a rally in air travel, it is the age of runaway
fuel prices. It is the era of growth returning to Indian
aviation, it is the era of high operational costs delay-
ing recovery. In short, we’ll know if India’s airline sec-
tor—which contributes an estimated $72 billion to the
country’s GDP—flies high again even as the great battle
for the skies unfolds in the months ahead.
What’sthebigdeal? Only4percent of India’s1.38 billion
people have taken a flight to date, so there’s much room for
growth. “We believe there is a huge market waiting to be
tapped. It has a lot of potential and space for everyone,”
says Ronojoy Dutta, CEO of IndiGo, India’s largest carrier.
Avers Vinod Kannan, CEO of full-service carrier (FSC)
Vistara, a joint venture between Tata Sons and Singapore
Airlines (SIA): “The potential it has is very different from
most countries in Southeast Asia. The closest perhaps
is Indonesia, which is a market of about 250-300 million
people, with a lot of young people wanting to travel. But
the scale of the Indian aviation market is second to none.”
The father of Indian low-cost aviation, Air Deccan
Founder G.R. Gopinath, feels the government should
bring in reforms and incentives to make travel afford-
able and thereby boost the industry: “These incentives
and reforms and lowering barriers will have to be done
comprehensivelyacross the entire sector—aviation fuel,
GST and lease taxes, customs, airports and so forth.”
FY21was a particularly challenging period for the in-
dustry. Amid the pandemic, the financial loss to Indian
carriers was approximately 19,000 crore, while for In-
dian airports, it was around 3,400 crore. Domestic air
passenger traffic declined by 61.7 per cent in 2021.
As the impact of the pandemic ebbs, one of the world’s
most competitive airline marketsis gearingup foranother

dogfight. And the two biggest protagonists in this battle
are IndiGo, with 51.3 per cent market share, and the Tatas,
with a combined 26.6 per cent share across four airlines.

Market leader IndiGo sounded the bugle in right ear-
nest in February, by appointing Promoter Rahul Bhatia
to the role of Managing Director to make the airline “fu-
ture ready” for competition.

In 2006, Bhatia and aviation industry veteran Rakesh
Gangwal had set up what has since become India’s most
successful low-cost carrier (LCC). With more than three
decades in the travel industry, Bhatia is known to be very
thorough with all aspects of the aviation business. People
know him as an astute businessman who believes in get-
ting the best talent to work with IndiGo. Aviation industry
insiders pointouthowhe firmly supported Gangwalinlay-
ingarock-solid foundation for the company, while he him-
self managed the policy environment to ensure a smooth
take-off for the carrier. The teamwork eventually resulted
in the airline placing an order for 100 A320 aircraft with
Airbusayearahead of thelaunch. A fewyearsago,whenan
acquaintance texted Bhatia to congratulate him for mak-
ingittothelist of the top Indianbillionaires, he called back
to say: “Wealth comes and goes... It’s far more important
tobuild a sustainable brand based on sound work ethics.”

Thisisn’t the first time Bhatia hasreturned to the cock-
pit. In 2018, when then CEO Aditya Ghosh abruptly quit,
he took charge as interim CEO. As MD, he will focus on
piloting the airline’s domestic and international business
strategies as well as retaining its leadership position.

IndiGo operates an all-Airbus fleet of 276 aircraft.
The airline’s 35 ATR 72-600 turboprops are again manu-
factured by aJV between Airbus of France and Leonardo
of Italy. One of IndiGo’s key traits has been to buy Airbus

I
IN FY21, INDIAN
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proximately 317,300 crore in Decem-
ber—to cover over 18 months of cash
burn, much higher than less than six
months for peers,” says Karan Khan-

aircraft at prices that are amongst
the lowest in the world, which should
stand them in good stead as com-
petition intensifies. Since its incep-

READY TO
SOAR AGAIN

India’s aviation sector is
in comeback mode, with

tion, the airline has always focussed
on connecting large-, mid-size- and
small cities. “We are closely moni-
toring the current trends across air
traffic, train passengers as well as
the economic situation. Based on all
these factors and various demand es-
timates, we are working on new routes
and flights,” says Dutta.

With the lifting of curbs on inter-
national flights, IndiGo is looking at
restarting operations on those routes.
“We will take every opportunity we
can to return to the previous 24 desti-
nations we were operating before the
pandemic, and expand our network to
other destinations within the six-to-
seven-hour range with our narrow-
bodyaircraft,” Dutta adds.

Attributes like slots on all metro
routes, a high aircraft-to-destination
ratio, a steady schedule resulting in
good on-time performance, massive
profits from sale and leaseback, adept
cost optimisation, and a strong eco-
system of travel and aviation services
have all helped IndiGo consolidate
its position in the market. “It is also
very important for a market like ours
to have stable players like IndiGo, an
Indian operator that is sought out
globally for transacting and leasing
aircraft into India. There is no doubt
that they have successfully managed
a budget airline despite all the odds,
and in doing so have also created a
level playing field for all Indian op-
erators,” says Neha Singh, Associate
Partner at law firm Link Legal.

After posting losses for several
straight quarters, the carrier reported
a profit of %130 crore for October-De-
cember 2021. “As the market leader,
IndiGo will need to protect and main-
tain market share and profitability
amid new competition,” says a senior
executive atanaviation advisoryfirm.

recovery in passenger traffic
and the entry of new carriers

2]

Domestic passenger
traffic continued to
recover with 7.7 million
people travelling in
February compared to
6.4 million in January, a
rise of 20 per cent
Regional routes
connecting Tier Il and
Il cities are said to be
the new engines of
growth

But rising ATF prices
continue to worry
airline operators; ATF
contributes up to

45 per cent of total
operating costs

The high fuel costs
and losses suffered
since March 2020
may prevent airlines
from offering deep
discounts on fares

A strong framework

is needed to prevent
the rise of monopolies
that may scuttle new
companies from
emerging

130

CRORE

INDIGO’S PROFIT IN
OCT-DEC 2021

17.3K

CRORE

na, Aviation Analyst at Ambit Capital.
Thus, the airline could prioritise de-
fending market share over profitabil-
ityin the near to medium term.

S THE initial euphoria
following the success-
ful return of Air India to
the Tata group subsides,
speculation has begun on how the
$103-billion salt-to-software con-
glomerate would turn around the na-
tional flag carrier. Experts say much
will depend on the seamless integra-
tion of the group’s existing carriers
with the formerly government-owned
airline. The Tatagroup’s management
control of Air India Ltd includes the
FSC Air India, and its low-cost unit
Air India Express. Other than Vistara,
itoperates AirAsiaIndia,aJVbetween
Tata Sons and Malaysia’s AirAsia.

To be competitive, the Tatas need
tolookbeyondjust turningaround Air
India. “The Tata group now effective-
ly manages four airline brands, each
with a distinct profile, culture and
cost base. The integration will involve
looking at common systems, redun-
dant capacityand costs, all done keep-
ing in mind competition policy. The
jury is out on whether the group will
integrate all brands or follow a ‘house
of brands’ strategy,” says Satyendra
Pandey, Managing Partner at aviation
advisory AT-TV. If the fleets of the
four carriers—Air India, Air India Ex-
press, Vistara and AirAsia India—are
consolidated, it comes to 233 Boeing
and Airbus aircraft in varying con-
figurations. This is the second-largest
fleet of civil aircraft in the country.

“Integration of the four airlines
will need tobe awell thought out strat-
egy. The full-service airlines and the
LCCs can individually be merged. A

o THE AIRLINE’S )
“Amongst the present airlines, In- CASH BALANCE IN lot of synergies canbe tapped by merg-
diGo has enough cash balance—ap- DECEMBER 2021 ing Vistara with Air India, and AirAsia
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MIXED
RETURNS

Airline stocks have
displayed a mixed trend
in FY22. With a rally of
20 per cent since April 1,
2021, shares of Inter-
Globe Aviation (IndiGo)
jumped t031,962.85 on
March 28, 2022. On the
other hand, Jet Airways
(India) and SpicelJet
declined 10.27 per cent
and 18.92 per cent,
respectively, during the
same period. Mean-
while, the benchmark
BSE Sensex has ad-
vanced 16.33 per cent in
FY22 so far. These same
stocks had delivered
handsome returns to
investors in FY21, on the
back of robust liquid-
ity in the market. Jet
Airways, Spicelet and
InterGlobe had surged
600 per cent, 88 per
cent and 53 per cent, re-
spectively, in FY21, while
the 30-share Sensex
gained 68 per cent dur-
ing the period.

—RAHUL OBEROI

[India] with Air India Express, but all
of this is expected to happen only in
the medium term,” says Jagannarayan
Padmanabhan, Practice Leader & Di-
rector, Transport and Logistics, CRI-
SIL Infrastructure Advisory. “With
the privatisation of Air India, their
balance sheet is expected to improve
hereon,” says Ambit’s Khanna.

The tie-up with SIA for Vistara
has given the Tatas the experience
of offering a premium product. This
will likely come in handy once an
integrated Air India starts connect-
ing rural and upcountry services to
its metro and international routes.
Currently, Air India and Vistara
are the only Indian carriers with
the capability to operate long and
ultra-long-haul flights, though oth-
ers such as IndiGo and SpiceJet also
fly international. Vistara has placed
orders for six Boeing 787 aircraft,
which can fly for 20 hours non-stop,
and is examining the possibility of
offering such flights from India.
“There are potential opportuni-
ties. We are doing some studies and
reviews to see whether that makes
sense. The routes that we currently
operate with the B787s in Europe
have been doing phenomenally
well,” says Kannan.

Following former Turkish Airlines
Chairperson Ilker Ayci turning down
the CEO’s position at Air India, Tata
Sons Chairman N. Chandrasekaran
has been made chairman of the air-
line. “The Tatas will have to sooner or
later appoint a full-time CEO for the
airline. The earlier the appointment is
done the better, as Air India requires
not just a full-time CEO to provide
able leadership, but also a new man-
agement team to revive and trans-
form it into a world-class airline,”
says Jitendra Bhargava, industry vet-
eran and former ED at Air India.

Experts separately told Business
Today that the delay in the appoint-
ment of the CEO might have already
set back restructuring plans at Air
India by a few months.
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ERHAPS NO airline since
the launch of the country’s
first LCC, Air Deccan, in
2004 has evinced as much
interest as stock market bull Rakesh
Jhunjhunwala-promoted Akasa Air,
which will start operations in June.
“There are many people in India who
have never taken a flight, and we will
cater to such travellers, but we will
also focus on the frequent flyer,” says
Vinay Dube, CEO, Akasa Air.

“The entry of new carriers bodes
well for the sector in the medium to
long term as it adds more passenger-
kilometres capacity to cater to grow-
ing demand and also adds a touch of
fresh competition,” says Sumit Sing-
hania, Partner, Deloitte India. Indian
carriers currently have about 700 air-
craft in their fleets, including parked
or stored aircraft. India is projected
to need 2,380 new commercial air-
planes by 2038 to meet rising demand,
said a 2019 Boeing forecast. “With
the growth of airport infrastructure
across India, coupled with the growth
of the Indian economy in the long
term, it is safe to assume that the Indi-
an market can absorb more than three
times the current fleet over the next
10-15years,” says Rohit Tomar, Partner
ataviation advisory Caladrius Aero.

Last November, Akasa placed an
order for 72 Boeing 737 MAX aircraft
valued at $9 billion. The airline will be
leveraging these to offer new routes.
“Thekey factors for success would en-
tail a proper value proposition, focus-
sing on sectors other than the trunk
routes, consistency in delivery, and
being cost-competitive,” summarises
CRISIL Infrastructure Advisory’s
Padmanabhan. “Our initial network
focus will be to serve metros to Tier
IT and III cities. So, in that respect,
Bengaluru, Delhi, Mumbai, etc., will
be important focus cities for us. We
expect to have clarity in the coming
months as our discussions with the
airport operators mature,” says Dube.

Meanwhile, nearly three years af-
ter it went bankrupt, Jet Airways’ new
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We are closely The potential it
monitoring the [India] hasis very
current trends different from
across air traffic, most countries
train passengers in Southeast

as well as the Asia. The closest
economic perhaps is
situation. Based Indonesia, which
on all these is a market of
factors and about 250-300
various demand million people,
estimates, we are with alot of
working on new young people
routes and flights wanting to travel
'RONOJOY DUTTA 'VINOD KANNAN
CEO, INDIGO CEO, VISTARA

Incentives and Our initial
reforms [from network focus
the government will be to serve
for the sector] metros to Tier 1l
and lowering and Il cities. So,
barriers will in thatrespect,
have to be done Bengaluru, Delhi,
comprehensively Mumbai, etc.,
across the entire will be important
sector—aviation focus cities for
fuel, GST and us. We expect
lease taxes, to have clarity
customs, airports in the coming
and so forth months...

FOUNDER, AIR DECCAN

CEO, AKASA AIR

owner—the Kalrock-Jalan consortium—has recently
appointed former Vistara Chief Strategy and Com-
mercial Officer Sanjiv Kapoor as CEO, and former Sri
Lankan Airlines CEO Vipula Gunatilleka as CFO. “A
successful transition [of Jet] would also be an impor-
tant milestone in showcasing the effectiveness of the
Indian Insolvency & Bankruptcy Code (IBC),” observes
Link Legal’s Singh. The airline islooking at returning as
a premium FSC, retaining its original branding, livery
and logo. According to market sources, the airline may
be looking at acquiring up to 100 narrow-bodyjets.

“Once these two airlines see a smooth take-off and
passengers start evaluating and comparing them with
existing players, we could see the competitive heat
rising,” says Deepak Jasani, Head of Retail Research,
HDFC Securities. The market is also expecting Go
First (formerly GoAir) to finally list on the bourses
this year. Last December, the Nusli Wadia-backed
LCC’s plans to raise 33,600 crore were put in abeyance
due to the Omicron wave of the coronavirus pandem-
ic. “Whilst demand is reviving, increasing competi-
tive intensity, apart from high ATF, would [reflect on]
profitability, implying requirement of funds to sail
through the situation,” says Ambit’s Khanna. Having
postponed listinga couple of timesin the past, Go First
is thus expected to firm up a date only after carefully
assessing the market sentiment.

IER 11 AND IlI cities are expected to contrib-

ute to the next round of growth in aviation.

Among scheduled airlines, IndiGo and Spice-

Jet are already among the country’s largest
regional players, operating 72 daily flights each under
the UDAN scheme.

Then there are the small regional carriers. Founded in
2020, Indore-headquartered FlyBig currently serves 15
destinations in Tier II cities in West, Central, South and
North-East India with ATR 72-500 turboprop aircraft.
“Thereisatremendous shift happeningin passenger pro-
file, with alot of middle-and-working-class people taking
flights due to the time factor, affordable UDAN fares and
Covid-19, where a lot of people wish to avoid other modes
of public transport,” says FlyBig’s MD Sanjay Mandavia.
“Also, increased reliance on the internet economy means
that people no longer need to be in big cities to earn a liv-
ing. They can use their savings to travel by air.”

Ahmedabad-based regional carrier IndiaOne Air
will launch operations in a few weeks from Odisha with
a fleet of 14-seater Cessna Grand Caravan EX. “All air-
ports in Tier I cities are operating at maximum capacity
whereas airports in Tier IT and ITI cities are either under-
served or unserved,” remarks Arun Singh, CEO. “In April
2015, on average 99,600 passengers travelled exclusively
between Tier I cities. Traffic involving at least one leg
with Tier II or III city was 118,300, daily. In December
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2021, this grew to 109,000 and 251,000 at a CAGR of
1.9and 12.5 per cent, respectively. Growth in Tier Il and
ITI cities has already started to outperform that in Tier
I cities,” he says, adding that 15 per cent aircraft oper-
ated by all airlines are regional aircraft, and this count
isexpected toincrease fivefold in the next two decades.

N A HIGHLY price-sensitive market with cutthroat
competition, airlines have to carefully manoeu-
vre the high input costs in terms of aviation tur-
bine fuel (ATF), maintenance and leasing, which
can exceed 60 per cent of total operating costs. Point
to note: more than 30 airlines have shut down since In-
dialiberalised its aviation sectorin 1990.

The biggest concern is the high cost of ATF for do-
mestic operations, which can vary from 25 per cent of
total operational costs for a single-engine aircraft to
up to 45 per cent for alarge passenger jet. In FY2021-22,
the cost of refuelling for domestic airlines has gone up
by up to 90 per cent, increasing overall costs of airline
operations. Varying levels of state taxes and the value-
added tax (VAT) result in ATF being priced steeply.

All carriers that Business Today approached for this
story said that the current volatility in global crude oil
prices may be a good time for the government to bring
jetfuel under GST. “Rationalisation of taxes will result
in high growth for the sector, effecting a multiplier ef-
fect throughout the economy,” says IndiGo’s Dutta.
Concurs a SpiceJet spokesperson: “It’s along-standing
demand that’s critical for our industry. You can’t have
the highest costs and the lowest fares.”

“A flat uniform tax rate on ATF—VAT or GST—giv-
en the volatilityin global fuel prices, will certainly pro-
videimmediate relief for carriers on cash outflows. Ru-

INDIA CAN

PROVIDED THEY
ARE ALLOWED
TO GROW, SAYS
GOPINATH

pee depreciation and increase in crude prices can hurt
the Indian carriersjustastheyarebuildingback capac-
ityand international air spaces are opening up,” warns
S.Vasudevan, Partner and Global Airports Lead, Aero-
space & Defence, KPMG. Further, the 15-day cap by the
government on pricing limits airlines’ ability to offer
dynamic fares. “If the government is regulating air-
fares—thereby restricting revenues—should it then
also not cap input costs of the airline?” asks an airline
CEO. “Pricing should be and must be driven by a free-
market economy and consumer demand, and not su-
perficially through external regulations.”

“Due to impending competition from new players
and more capacity coming into the domestic market,
there may be small bouts of low fares, which may be
used by airlines to create demand,” says K.G. Vish-
wanath, Founder & Partner, Trinity Aviation Consul-
tants. Industry insiders feel that established players
like IndiGo, SpiceJet and Go First may yet resort to ag-
gressive pricing to smoke out new competition.

Domestic air traffic improved sequentially to 7.69
million passengers in February 2022 as against 6.41
million passengers in January 2022, according to data
from India’s aviation regulator—Directorate General
of Civil Aviation (DGCA). Bookings at the country’s
leading online travel aggregators have already revived
significantly. “Overall travel sentiment is rising on a
week-on-week basis and will hopefully surpass previ-
ouslyrecorded numbers in the coming months. Within
the airline segment, we have already touched 100 per
cent recovery in comparison to pre-Covid-19 levels,”
says Vipul Prakash, COO at India’s largest online trav-
el agency, MakeMyTrip.

Together with passenger traffic, the market for avia-
tion jobsis also seen to be reviving steadily since last Oc-
tober. “In the past 3-4 months, around 1,200 Frankfinn
students have been placed in various domestic and inter-
nationalairlines. Thisnumberisbound togoup exponen-
tially in the coming months,” informs Kulwinder Singh
Kohli, Founder & Non-Executive Chairman, Frankfinn
Institute of Air Hostess Training. On March 24, Minister
of State for Civil Aviation, General V.K. Singh, told the
Lok Sabha in a written reply: “It is estimated that India
has a requirement of around 1,000 fresh commercial pi-
lots per annum over the next 5-6 years.”

Gopinath, meanwhile, believes that India can eas-
ily sustain 30-40 airlines. “Those carriers needn’t be
large-sized but must be given ample opportunity for
growth,” he says. That would surely bring in many
more flyers into Indian planes. It would also intensify
the dogfight for market share in the Indian skies. BT

@manishpant22
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‘VISTARA
ASPIRESTO

BE RANKED
AMONG THE
WORLD’S BEST’

CEO Vinod Kannan reveals the
airline’s plans for a post-pandemic
world, the relevance of a full-service
carrier now, and how Vistara plans to
expand operations

BY MANISH PANT
AND KRISHNA GOPALAN

HE HAS BEEN amply exposed to both full-
service and low-cost formats of the airline
industry, has first-hand knowledge of all the
business functions, and has served inimportant
markets in Southeast Asia, Europe and the Mid-
dle-East. Meet Vinod Kannan, the young CEO of
full-service carrier Vistara, a 51:49 joint venture
between Tata Sons and Singapore Airlines.
Elevated to the role in the New Year, Kannan,
who isin his early forties and joined Singapore
Airlines in 2001, throws light on his strategy for
Vistara amid the recoveryin passenger traffic
ina post-Covid-19 world and the current geopo-
litical uncertainties. Edited excerpts:

> > >

Where is the place for a full-service carrier in
the Indian market? Not just in terms of posi-
tioning, but also in terms of the slots since it’s
Just you and Air India today.

There used to be Jet Airways and Kingfisher Airlines
in the past. But the fact remains [that] if youlook at
Indiaas amarket and the tremendous double-digit
growth—putting aside the Covid-19 pandemic—

PANDEMIC EFFECT Vinod Kannan, CEO of Vistara, says the
pandemic has delayed the full-service airline’s expansion plans

that we’ve had over the last
10-15 years, [it] hasled to
anincrease in disposable
incomes. There are people
who are gettingalittle bit
richer, who have travelled
the world and want to ex-
perience something along
similar lines while flying
within India. That propor-
tion of people is willing to
be value-conscious and
payalittle bit more fora
slightly more comfortable
flight. That group of people
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is expanding and will con-
tinue to expand. Our asso-
ciation both with the Tatas
and Singapore Airlines
puts usinagood position
because people know there
isacertain standingand
there’s a quality associated
with that. But of course,
the other side of the
coinis thatitalsoraises
expectations. And main-
taining them [expecta-
tions] and excelling every
time is not easy.



> > >

How do you see the Tata
group’s acquisition of
Air India impacting
market dynamics and
your own operations?
Vistara continues to
operate as an independent
entity and both our parent
companies, the Tata group
and Singapore Airlines,
remain invested in our
growth and expansion
plans. We are committed
to our long-term vision of
becoming one of the best
airlines in the world.

> > >

Since Vistara emerged
Jrom the Singapore Air-
lines school, doesn’t that
make you old school?
These days, thereisno old
and new school. It’s all one
big school with aviation
morphing into this situa-
tion. There are two differ-
ent business models toa
certain extent, which are
low-cost and full-service.
Ifyoulook at our product
proposition and what

we offer today, thereis a
group of people or a set of
people who value add-ons
more than what a normal
low-cost carrier provides.
That is the reason why

we even introduced a
premium economy, which
is quite common in other
countries. We thought
thatitis something that
would also resonate here.
Especiallyin Covid-19
times, there are people
who want a little bit more
privacyas compared toan
economy class product.
What we have seen is that
the occupancyin the front
end, whether it’s business

or premium economy, did
actually see a slight boost
as compared to what you
would expect otherwise.
Usually, business class and
premium economy seats
are occupied by business
travellers. But just after
we restarted flights, we
saw a lot of families also
travelling in them because
they felt those seats pro-
vided a cocoon and a safe
experience.

> > >

Did the success of pre-
mium economy surprise
you?

No, Iwouldn’t say it was
asurprise. We did know

if youlook at the popular
metro routes like Delhi-
Mumbai, Delhi-Bengaluru
or Mumbai-Bengaluru,
there is enough potential
for us tofill the premium
economy and business
[class] seats.

dd g

With India lifting the
embargo on sched-

uled international
operations, what kind of
growth are you looking
at deriving from inter-
national flights in the
new fiscal?

International expansion is
one of the most important
aspects of our long-term

were already part of our
expansion plans but also
made inroads into new
geographies, paving the
way for a strong foothold
for the brand in global
aviation. We strongly feel
that there is great potential
for long-haul direct flights
from India, with travellers
increasingly displaying

a strong preference for
non-stop travel,and we
are uniquely positioned

to cater to this growing
demand, especially as more
wide-body aircraftare
expected to join our fleet
soon. The resumption of
scheduled international
operations is expected to

THERE IS GREAT POTENTIAL FOR
LONG-HAUL DIRECT FLIGHTS FROM
INDIA, WITH TRAVELLERS HAVING A
PREFERENCE FOR NON-STOP TRAVEL,
AND VISTARA IS UNIQUELY POSITIONED
TO CATER TO THIS GROWING DEMAND

[that] there was a market
for this particular prod-
uct. Again, it also depends
on the route. If youlook

at the other big carriersin
India, for example IndiGo
or SpiceJet, theydo fly
toalot of secondaryand
tertiary cities where we
don’t have as much of a big
demand to deploy premi-
um economy or business,
which is the reason why
we also have some all-
economy aircraft flying on
some of those routes. But

growth strategy. Despite
the challenges of the
pandemic, we managed to
introduce our services to
seven new international
destinations under air
bubble agreements, in-
cluding London Heathrow,
Dhaka, Doha, Frankfurt,
Sharjah, Malé and Paris,
besides resuming opera-
tions to Dubali, Singapore,
Kathmandu and Colombo.
These operations not only
helped us to introduce
Vistara in markets that
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stimulate demand. How-
ever, alot would depend
on the country-specific
travel requirements. We
are evaluating all options
and working on additional
flights.

> > >

To what extent did the
pandemic affect your
expansion plans?

In 2018-19, we had placed
an order for about 56
aircraft, including Airbus
320 Neos, Boeing 787s and
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afew Airbus 321s. That
order book is still intact.
When Covid-19 hit us

in early 2020, we had a
fleet of 40 aircraft. Right
now, we are at about 51
aircraft. We would prob-
ably [have been] closer
to 60 if Covid-19 was not
there and would have hit
the 70-aircraft number
sometime in early 2023.
Now that gets pushed by
maybe a year. What we
would say is that the pan-
demic has delayed plans,
rather than saying that
we have cancelled plans.

> > >

The introduction of Boe-
ing 787s will probably
throw up a situation
where a non-stop flight
to the US or Australia is
a reality at some point...
It’s something we are
looking at. We had ordered
six Boeing 787s, of which
two are already with us.
Anultra-long-haul flight
requires certain things
such as athrustrating

for the engine and a crew
bunk, which the cur-
rentaircraft don’t come
equipped with. But yes,
there are definitely poten-
tial opportunities. We are
doing some studies and
reviews to see whether
that makes sense. The
routes that we currently
operate with the Boeing
787s in Europe have been
doing phenomenally well.
The cargo carried on the
routes has been equally
supportive.

> > >
How do you see your
expansion story in the

domestic sector playing
out?

Currently, we cover about
30 cities within India,
which is decent. The fre-
quency or the proportion
changesbecause thereisa
lot more capacity deployed
on CategoryI or metro
routes as compared to the
others. Most of the major
cities or catchments in
the country have been
covered. There willbe an
increase in frequencies on

months ahead, do you
see geopolitical uncer-
tainties and high fuel
prices impacting ticket
sales in the near- and
medium-term?

Today, we are operating
inavery dynamic market,
and it is difficult to predict
the consequences of vari-
ous external factors like
the current geopolitical
situation in Ukraine. As
anairline, we can only stay
agile and cope with their

PEOPLE WHO
HAVE TRAVELLED
THE WORLD

ARE WILLING

TO PAY A LITTLE
BIT MORE FOR A
SLIGHTLY MORE
COMFORTABLE

FLIGHT

some existing points, plus
alittle bit more expansion
into certain other white
spaces, which we think are
important. Alot of this is
also to facilitate and feed
into our international
market. The fact that we
have international flights
requires feeders from dif-
ferent parts of the country.

> > >
Amid all the bullish
forecasts of growth
returning to India’s civil
aviation space in the

directand indirect impact
on the aviation ecosystem.

44

What is the component
of ATF in your overall
operational costs?

Fuel for any airline in
Indiais between 35-40 per
cent [of the operational
costs]. We are very thank-
ful that the civil aviation
minister has persuaded
some of the states to bring
down taxes on ATF. And
that’savery welcome
move. But of course, more
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needs to be done with fuel
prices running rampant at
the moment.

> > >

The post-pandemic
period has witnessed
several companies
across sectors imbibing
technology in a big way.
Tell us something about
your initiatives.

In the good old days of
pre-Covid-19, we used

to have situations where
people would just walk in
one hour before the flight
to checkin. Those days

are gone. The percent-

age of people checkingin
through the website or
mobile before the pan-
demic was between 20-30
per cent. Now it’s about 95
per cent. So essentially, ev-
eryone has embraced tech-
nology. Technology has
helped in facilitating some
of these decisions and user
behaviours. Secondly, un-
like in the past, checking
in bags has alsobecome
electronic. When you drop
your bags, youget an SMS
onyour registered [mobile]
number for reference.
There hasbeen alot of in-
vestment in many of these
automation technologies
in streamlining human
resources, procurement
and finance. Ultimately,
what we need is a situation
where the customer does
notneed to call us. This
can be achieved either
through mobile or the
website. For example, we
have a chatbot now on

our website. BT

@manishpant22,
@krishnagopalan
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FOCUS 7
AIR CONDITIONING -
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THE COOLING INDUSTRY IS MORE
ENTERPRISING, INNOVATIVE AND GREEN!

I India offers one of the most vibrant markets in the world for the air conditioning brands, which is emerging as a structured sector
focused on sustainable cooling options. This commitment towards green cooling is spurred by innovation that aims for zero emission.
él;rin ged by a long sultry coastline and in the north and central regions of the country where summers peak to as high as 50 Celsius,

|

e demand for air conditioners is increasing rapidly. According to Tech Scientific data, the Indian ACindustry is sized at INR 180-200
billion and is estimated to grow at a CAGR of more than 17%, to surpass $ 11 billion by 2023.

summer sun turning harsher by the day. The

Indian population, most of whom belong to the
middle-income category, are looking for affordable
air conditions that give value for money. A cool home
and office not only improves the quality of life, but
also keep efficiency capacity of the occupants at peak
level. If one has noticed, dimate change and deplet-
ing ozone layer is increasing the heat to abnormal
levels proving fatal with people dying of heat strokes.
The air condition is here to stay and grow exponen-
tially despite the fact that is comes with costs more
the unique green features embedded in them. There-
fore, one has to be think twice before investing in an
air conditioner and place one’s bet on the best brands
as it guarantees quality and after sales services. You
would never regret investing your hard-eamed mon-
ey in purchasing from a credible
manufacturer that is par-
ticular about quality of

its products.

With focus on

'I'he mercury levels are rising sharply with the

achieving Sustainable Development Goals (SDG)
keeping environmental safequards in perspective, air
condition brands are in a race to address and incor-
porate features of energy consumption and are also
eco-friendly. This not only helps in market strategies
and positioning of the air condition brands, but also
projects them as being eco-sensitive who are truly
concerned in protecting the planet earth, besides the
energy efficiency features of their products are meant
to reduce your utility bill.

The Indian market is flooded with several air condi-
tioning brands. Amongst the most popular of them
are LG, Daikin, Blue Star, Hitachi, Panasonic, Godrej,
Samsung, Whirlpool, Voltas, Haier. An established
credibility when it comes to product quality, having
features of energy efficdency enabling low power
consumption, affordability without compromising
on quality, ACs that fit the required size and budget,
control and features on the remote, energy savers
that in no way lessen performance of the products
makes the purchase worth the money. Some of the
AC brands are extremely feature-laden offering an im-

. ‘.“ x _. iy, -'_, 1
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mersive experience such as Alexa and Google Assis-
tant compatibility i.e., Wi Fi controlled. Others come
with anti-bacterial filter, dust filter, an active carbon
filter or have anti-bacterial coating and shield Blu
that enhance functionality, versatility and durability
to withstand even the corrosive weather conditions
of coastal areas. Turbo cool, auto-clean, sleep func-
tionality, HEPA filter media, auto air swing, high-
durability copper condenser, inverter compressor and
the extended warranty period with prompt after sales
service are other features that ensure a good buy.
Features such as high ambient cooling and stabilizer
free operation, advanced air purification and multi-
stage purification process to make your living space
safe and hygienic, besides quieter functionality of the
air conditioner ensure ultimate quality and satisfac-
tion and a good night’s sleep!

Many air conditioning brands, as re-
sponsible green brigade, continue to
explore innovative green features for g
incorporating them in their products 's_
to keep you and the earth safe. <

i




Cruise FOCus

AlR CONDITIOMNERS AIR CON DITIONING

TRANSFORMING
THE AC INDUSTRY
SINCE 3 DECADES

Cruise has been innovating air conditioning products since its inception in 1992 with European quality standards
designed to meet scorching summer temperatures of more than 60C in India,.

dual-throw Window AC with double the'éooling capacity  to introduce the use of nano-paint protection to increase
of standard units. It also launehied a portable air condi-  AC life by 3x backed by a Lifetime commitment warranty
tioner on wheels for the.Bollywood and Tollywood indus-  program to provide hassle free ownership. We will always
at allowed stars to shoot comfortably  continue to innovate our services to stay ahead of the

outdoors for fong hours. In 2009 the advanced Al inverter  curve.”
ACwas launched. And now in 2022, they are ready with  £or Cryise, the focus has always been to provide premium

“_‘E" HEWESK TS launching India’s lungest Split  air conditioning solutions that are reliable, affordable and
air conditioners with Flusolet 60ft Long turbo airflow for 53 ked with advanced technology, backed by strong cus-

cooling within seconds. The range includes 3 models from  tomer support, and THE AIR EXPERT signifies their contri-
110 15 HP capadities. bution to evolving the aircon industry.

Roshan Sirohia, Director Cruise Appliances Pvt. Ltd., has  (yyise awarded the ‘Most Promising Brand of the Year'and

been at the forefront of pushing the limits of design and  ~yoyng CEQ of the Year' by Silver Feather International.
quality to meet changing needs of customers which range
from celebrities, business personalities and homeowners.  For more details: www.cruiseac.com

POWER EFFIGIENT AC'S FROM DAIKIN

Daikin recently launched a new range of split room ACs indigenously
conceptualised & manufactured for the discerning Indian consumers. This new
Series range boasts of future ready technologies that empowers the customers to
manage the quality of air conditioning across their premises.

| t has launched many cooling innovations, likedndias 1st ~ He adds “Cruise was one of the first AC companies in India

“‘*--.h'"n.

" for —'Make in India’ products that is designed to serve the needs of every Indian. With ACs, now
becoming a necessity, there was a need for a radical change in product innovation & standards in
order to serve the emerging consumer aspirations.

The new range of Daikin ACs will empower the growing Indian population to upgrade from
-«  outdated & older technologies without any impact of high energy consumption charges.”

Daikin India recently signed the land purchase deal at Sri City, Andhra Pradesh,
for manufacturing of ACs & components as part of the recently announced
PLI scheme by the Government of India in the AC manufacturing
space, entailing an investment of INR 1000 Crore during the
first phase. Daikin India is the first Japanese AC company to
take this pioneering & leadership step to invest in India with a
view to give prominence to — ‘Atmanirbhar’ India (self-reliant).
Sensing a big manufacturing opportunity in India and an
endorsement  for the Indian goverments ‘Make in India’
vision, Daikin chose Sri City in Southern India as one of the
hottest next destination to set up its 3rd manufacturing facility.

health, so we have now extendedour patented streamer discharge

technology to 4 star segment in addition to offering an upgrade
to products with WiFi. Our commitment to deliver goodness via product
innovations continues with our dew clean technology that enables indoor
units (IDU) to self-clean itself with atmospheric water ensuring hygienic
and efficient operations. With this new 2022 range, Daikin took the
leadership position to launch ACs as per new star rating 6 months before

Our research indicates heavy customer emphasis on air quality and

Daikin New Range Features than the implementation

« New Range is 15 % more Power Efficient date of 1st July, 2022. This new facility will augment our capacity from the current 1.2 mn
* Dew Clean Technology for Clog free operation _ RA units to 2.5 mn units, classifying Daikin India as the largest

« Streamer Discharge Technology for Air Quality Mr. K J Jawa, Chairman producer of HVAC equipment'’s from India. In ine with Daikin's

«Triple IDU Display for monitoring & Managing Director,

aspirations to achieve Net Zero (02 emission by 2050, the
company will continue to work on developing climate
friendly ACs for India & other global markets.

- Wifi Options available for convenienthandling  paikin India. said “At

« Low- Cost Heat Pump for hot & cold operation Dalkin we Kave 2 Vikion
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WITH TWIN ATTACKS COMING
FROM FREE DISH AND OTT, WILL .
MARKET LEADER TATA PLAY BE

ABLETO SURVIVE ON THE BACK
OF ITS REFORMED IDENTITY2

- "BY PRERNA LIDHOO

-

ILLUSTRATION BY RAJ VERMA
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IN A FAST-CHANGING digital-first
world, even nostalgia has a shorter
time frame. It was only a few years
ago that Indians had started warm-
ing up to the idea of giving up on
the age-old and unreliable cable TV
connections and terrestrial TV that
came with a cumbersome antenna
setup, in favour of direct-to home
(DTH) satellite TV service. In 2006,
when Tata Sky launched its DTH
service, the company had a clear
motive: give Indians a taste of pre-
mium viewing with services such
as 24x7 customer support, digital
video recording (DVR), high-def-
inition picture quality, etc. Today,
atleast for a few, even pay TV is fast
becoming nostalgia because of the
onslaught of OTT and alooming
bugbear called DD Free Dish.

To counter that, India’s largest
DTH operator, which is a joint
venture between the Tata group
and Sky TV (then owned by Rupert
Murdoch and now owned globally
by The Walt Disney Company), has
donned a new name—Tata Play—
and a new look. Its brand colours
blue and red are now white and
pink. But the brand’s basic ethos
remains unchanged. “We have the
same philosophy, same ethos and
same obsession for the customer
which is what got us here,” says
Harit Nagpal, MD & CEO, Tata
Play. “The only thing that changed a
couple of years back was that people
started watching beyond televi-
sion, and we thought since we’re
distributors of content, we should
be medium-agnostic and become
aggregators for OTT (over-the-top)

content as well.” Tata Skyacted asa
distributor/aggregator of just televi-
sion content while Tata Play offers
bundled packs where as a family,
someone can watch TV content,
someone can watch OTT content
and someone can watch the same
content on their phone. They will be
billed as a family for their entertain-
ment needs from the same vendor
instead of 10 different individual
subscriptions to keep track of.

In 2019, the company made a for-
ayinto OTT with the launch of ‘Tata
Sky Binge’, a platform that brings
digital content from multiple apps
into TV, but because of its strong
DTH brand recall, people would
still associate it with just TV. “We
realised we needed to do arefresh
for the brand so that people start
believing that we’re distributors of
content and not just distributors of
TV content,” Nagpal explains. In
FY19, the company’s consolidated
profit after tax (PAT) grew 463 per
cent to 364 crore fromI64 crore
in FY18. Partially offset by the pan-
demic, the growth couldn’t sustain
for too long. In FY21, it reported 69
crore PAT—marginally crossingits
2017-18 numbers. That’s why the
name change was probably more
survivalist than symbolic.

THE FREE DISH
ONSLAUGHT

India’s DTH industryis facinga
two-pronged attack from DD Free
Dish on one side and OTT on the

$10.5

BILLION

ESTIMATED SIZE

OF THE TELEVISION
MARKET IN INDIA IN
2022, ACCORDING
TO IBEF

Business Today | 17 April 2022

other, and the challenge is bigger
from Free Dish, which is a free-to-
air DTH service owned by public
service broadcaster Prasar Bharati

with around 52 million users in
India, according to Media Partners
Asia, aresearch, advisoryand
consulting firm. With more than
100 TV channels on board, Free
Dish, launched in 2004, has a grow-
ing presence in rural households
despite a massive shift towards
online streaming platforms. Dur-
ing the pandemic, millions of DTH
customers dropped their subscrip-
tions. But Nagpal believes that was
not because of OTT’s surge. “Our
data shows that it’s not the person
subscribing to Netflix who has
switched off his TV subscription.
Service-sector employees from vil-
lages who had lower-end plans were
intermittently switching on during
the pandemic to economise on their
expenses,” says Nagpal.

Free Dishhaslongbeena
growth deterrent for DTH players
like Tata Sky and Airtel, but many
believe thatitisanimportant tool
for people at the lower end of the
spectrum to start with free TV, get
into the content-watching habit,
and then upgrade to better qual-
itypay TV. “There are around 125
million households that don’t even
have a TV today. It’s avery nice
pool for us to poach from and get
3-5million subscribers every year.
The bigger this pool gets, the better
itisfor us. Free-to-air does the job
of making people buy TVs. It’sa
step-wise transition. It’s not com-
petition but a source of customers
for us,” says Nagpal.

Utkarsh Sinha, Managing Direc-
tor of advisory firm Bexley Advi-
sors, says India is aleapfrog nation
and might not evolve linearly like
it’s been expected. “One of the big-
gest manifestations of thisisin the
OTT space. Given the fact that India
became a mobile-first country, the
entertainment wallet is limited.
There are alot of content companies
vying for the same audience. Mil-
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Harit Nagpal,
MD & CEO, Tata Play

lions who still don’t have access to
TV might go straight to mobile. Tata
Play’s DTH and OTT bundleis good,
butit totally depends on how itis
priced,” says Sinha.

Tata Play offers a 50-mbps speed
plan atI850 per month. However,
users can bring the effective price
belowI500 per month by choosing
to pay for 12 months together. Rival
JioFiber, Reliance Jio’s broadband
service, comes with a base plan of
3399 per month, which offers 30-
mbps speeds with a FUP (fair usage
policy) limit of up to 3.3 TB. On the
other hand, Airtel’s Xstream Fiber
connection offers a ‘basic’ pack of
40 mbps at 499 per month.

“Inthe DTH business, we have a
presence in 18 million homes with
an ARPU (average revenue per
user) ofI146... Free Dish continues
to disrupt the business model as
good content continues to be of-
fered for free in vast waves of the
country. At the same time, the irony
is that the opportunity to convert
and upgrade from cable is massive.
There is also a huge opportunity to
monetise OTT content and deliver
aunified connected experience
through Airtel Xstream,” Gopal
Vittal, CEO, Bharti Airtel, saidina
recent investor call.

According to Media Partners
Asia, the growth of pay TV and
DTH has been hampered by Free
Dish, which is outside the purview
of the New Tariff Order. No fee
needs to be paid for a free-to-air
(FTA) channel by a distributor such
as DD Free Dish while private DTH
operators have to pay maximum
retail price to the broadcasters to
distribute these channels to sub-
scribers. DTH players have called it
discriminatoryand unfair. “We’re
not questioning licence fees. We’re
basically asking not to tax a tech-
nologyif a cable operator is distrib-
uting the same technology at the
same price with the same margin.

-

CONTENT AND

.
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Regulated by the same regulator,
why am I paying 8 per cent and he’s
paying zero per cent?” asks Nagpal.
Mihir Shah, Vice President, Media
Partners Asia, agrees. “Over the
years, migration of increasing
number of pay channels to FTA
has strengthened the consumer
proposition of Free Dish, making
it challenging for private DPOs
(distribution platform operators)
to grow at the same pace,” he says,
adding that the biggest challenge
for DTH is the regulation itself.
“There has to be alevel playing
field on regulations for traditional
and new alternative modes of video
distribution.”

TELEVISION STILL RULES
According to IBEF (Indian Brand
Equity Foundation), television is
one of the largest and fastest-
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Both income and profits have been erratic for Tata Play
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including cable, and players such
as Tata Play are banking on nearly
half of those who pay for cable TV
to upgrade to pay TV at some point.

“TVisnotawritten off industry. THE M&E SPACE 80,000

*Net of temporarily suspended subscribers

Source: Industry discussions, billing reports,
TRAI data, EY analysis

Sum of weekly average monthly
audience in billion

Source: BARC
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watching OTT, why should that
subscription be individual?” he ar-

gues. “You have only one electricity

connection in the house. You don’t
pay by room. Then why should
content not be a shared cost for the
family?” he asks.

Tata Play wants to turnan STB
intoan OTT box. “Tata is well-po-
sitioned to compete in that space.
Asfar as entertainment consump-
tion goes, the next generation will
be cord-cutters. But there’s alot of
life left in TV especially because
news is such a big deal in India.
That’s the biggest thing that
keeps DTH sticky,” says Sinha of
Bexley Advisors.

The Indian market has four ma-
jor pay DTH providers—Videocon
dzh, Tata Play, Airtel, and Sun Di-
rect. According toa FICCI-EY re-
port, pay TV will continue to grow
as states such as Uttar Pradesh,

| M&E — TATA PLAY |

A FICCI-EY REPORT SAYS
PAY TV WILL CONTINUETO
1:{J'JAS STATES SUCH
AS UP, BIHAR, RAJASTHAN
AND WEST BENGAL GET
ELECTRIFIED

Bihar, Rajasthan and West Bengal
get electrified. However, more
new users will enter the free TV
market as the Free Dish channel
count increases to around 200 by
2022 (from 164 in 2021), providing
alow-cost advertising opportunity

to marketers, despite the decision
of large broadcasters to take their
content off the platform in Febru-
ary2022.

Tata Play’s closest competitor,
Airtel, also offers the Xstream
Premium box with over 5,000

P

4
o e

Franchise Opportunity ‘

CELEBRATE INDIA

Celebrate India with Fabindia

Fabindia is a consumer lifestyle brand with 62 years legacy of
authentic, sustainable and traditional Indian products.

Fabindia is committed to developing a long-term
business relationship with its partners.

This franchise opportunity for our diverse array of craft-based products will help

our partners be part of our pan-India store network in a growing market.

Franchise partners with business acumen and belief in
our motto of ‘Celebrate India” are invited to connect with us.
Partners who own the retail property will have an added advantage.

You can email us at franchising@fabindia.net or apply at Fabindia.net/franchise

Disclaimer:
FABIMDIALIMITED is proposing, subject o recaipt of requisite approvals, market conditions and cther considerations, to make an initial public offer of its equity shares (the
“Offer”) and has filed a draft red hesring prospectus dated January 21, 2022 ("DRHP™} with the Securifies and Exchange Board of India. The DRHP is available on the
website of the SEBI, ICIC! Securities Limited, Credit-Suisse Securities (India) Private Limited, J.P. Morgan India Private Limited, Nomura Financial Advisary and
Securities (India) Private Limited, SBI Capital Marketz Limited and Equirus Capital Private Limited at www.sebigov.in, www.icicisecurities.com,
www._creditsuisse.com/infenfinvestmenibanking-apac /investment-bankingin-indiafipe.html, www. jpmipl.com, www.nomuraholdings.com/company
[groupfasiafindiainda. html, www_sbicaps.com and www.equirus.com, respeciively. Investors should note that investment in equity shares involves a high degree of risk
and for details relating to such risk, see "Risk Faciors” on page 37 of the DRHP. Potential investors should not rely on the DRHP for any investment decision,

The aquity shares offerad in the Offiar have not been and will not be registered under the LS. Securilies Act of 1933, as amendead (the *Securities Act”) or any othar
applicable law of the United States and, unless so registerad, may nof be offered or sold within the Uinited States, except pursuant to an exemption from, or in a fransaction
not subject to, the registration requirements of the Securities Acl and appicable state securities laws. Accordingly, the Equity Shares are only being offered and sald (1) in the
Lnited States only to "qualified instiutional buyers” (as defined in Rule 1444 under the Securities Act), in private fransactions exempt from the registration requirements of
the Securities Act, and; (Il) outside the United States in offshare transactions in reliance on Regulation S under the Securilies Act and pursuant to the applicable laws of the

;4"1.“ Jurisdictions where those offers and sales are made. There will be no public offering of the Equity Shares in the United Stales.
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pre-loaded apps atI4,798. While
large telecom companies like Jio
have launched a similar product
portfolio at a much more aggres-
sive price point, players like Tata
Play and Airtel have used product
innovation such as bundling OTT
with television to differentiate
themselves. “These product inno-
vations will not only keep churn
under check but also enable the
platforms to expand their ARPU
in the long run. Tata Play caters to
those discerning urban audiences
who want to watch the best of
both worlds,” says Shah.

He believes that India might
skip the multi-TV stage that was
seenin several mature markets.
“Several developed markets
had the time to evolve and see
the growth and maturity of pay
TV. While India just attained
its TV digitalisation objectives,
the simultaneous mobile data
boom in the country will make
it skip the multi-TV monetisa-
tion phase. Today 95 per cent
of the homes in India are single
TV. Many members of the family
may prefer moving to mobile or
tablets for more personalised
viewing,” says Shah.

He argues that Tata Play’s
new proposition will work well in
urban centres with many of them
adopting connected TV solutions.
Many of these DTH players that
aim for growth from multiple
streams see India more like a con-
tinent than a country. “There are
many Indias within India. Thus,
for anational player, you need to
have horses for courses catering
to varied audience cohorts having
awide range of viewing prefer-
ences,” adds Shah.

THE INDIA WAY

Indiais at about 55 per cent TV
household penetration versus the
Asian average of around 85 per
cent. With the western markets

THERE ARE

MANY INDIAS
WITHIN INDIA...

A NATIONAL
PLAYER... [NEEDS]
TO CATERTO
VARIED AUDIENCE
COHORTS HAVING
A WIDE RANGE

OF VIEWING
PREFERENCES

MIHIR SHAH

VICE PRESIDENT, MEDIA
PARTNERS ASIA

THE NEXT
GENERATION
WILL BE CORD-
CUTTERS. BUT
THERE'S ALOT

OF LIFE LEFTIN
TV ESPECIALLY
BECAUSE NEWS IS
SUCH A BIG DEAL
ININDIA. THAT'S
THE BIGGEST
THING THAT KEEPS
DTH STICKY

UTKARSH SINHA |

MD, BEXLEY ADVISORS

Business Today | 17 April 2022

such as the UK and the US having
had a good breathing time for TV to
evolve, Indian media are at differ-
ent stages of evolution, affordabil-
ity,and consumer choice, where
every form of media seems to be
growing manifold. KPMG says
DTH broadcasting accounts for 37
per cent of the total television sub-
scribersin India and is estimated
at approximately<22,000 crore ($3
billion) in 2020-21 as against 34 per
centin 2018-19.

Even digital subscriptions, on
the back of growing user adoption,
continued to rise strongly at 47 per
centin 2020-21, although there
was some resistance due to the
combined factors of OTT video
players increasing their package
prices and the salesimpact of a
slowing economy, according to a
KPMG report.

Experts point out that since In-
diahasbeen at the rock bottom in
terms of data pricing and internet
bandwidth costs, Tata Play’s aggre-
gated proposition will make much
more sense in the OTT market as it
matures further.

But why launch now? “We’ve
realised that there’s aneed in the
market. How many subscriptions
will people keep a tab on? There’s a
need gap,” Nagpal says.

He makes his point on the
viability of multiple mediaina
unique way. “The purpose of any
transport mechanism is to trans-
fer you from point A to B. Now,
convenience costs more money.
TVislike the bus or the train. It’s
by appointment. OTT is like the
car. Just because a car has been
invented doesn’t mean people will
stop travelling on buses or trains,”
he says.

Well said, but over time,
whether or not the cars outpace the
trains and buses because of their
convenience, remains to
be seen. BT
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| THE BT INTERVIEW |

‘Our vision is to be
the most intelligent
consumer goods firm’

Sanjiv Mehta, Chairman and Managing Director of Hindustan Unilever, talks
about how the FMCG major is re-imagining itself in a changing market

PHOTOS BY MANDAR DEODHAR

50|

:
g

Business Today | 17 April 2022



anjiv Mehta,
61, took charge
of Hindustan
Unilever (HUL)
adecade ago.
Since then

the FMCG
major has grown nearly five times, but
with competition getting fierce amid
unprecedented levels of inflation and
aslowdown in consumer demand, it
faces fresh challenges. The Chairman
and MD, however, is confident about the
future. In aninterview with Business
Today's Arnab Dutta, Mehta says HUL is
being re-imagined and this would keep it
future-ready. Edited excerpts:

Q: High inflation has been a major concern
and has led to repeated price hikes. Amid
faltering demand, what is the outlook for the
next two-three quarters?
A: From the macroeconomic point of view, there are
two other factors at play. One is private consumption or
expenditure is still lower than the pre-pandemic levels.
The second... is private capital expenditure. Private
capex kicks in when you have your capacity utilised
by over 75 per cent on an average. We are pleased that
the government is not reducing the Budget deficit and
is willing to continue with capital expenditure until
private capex starts in a big way. The massive capital
expenditure allocation by the government for the year
should reflect in improving consumption.
Thereisastress ondemand and itis more acute in
rural areas. We are witnessing that through off-take
trends for small packs—priced between<1and<10.
This clearlyindicates the stress, which worsened due
toinflation, especially for households whose budgets
are limited. Disruptions in the supply chain have arole
in the ongoinginflation. Iam hoping thatin the second
half of 2022, we shall start seeing some tapering off [of |
prices and then graduallyinflation coming down.

Q: The government’s capex for FY23 is signifi-
cantly higher. But such measures usually take

time to change the downward trend in private
consumption.....

A: We did highlight this during our representations with
the government secretaries and the good bitis that the
government is very cognisant that if the need arises, they
would be agile with spending. I hope that the Omicron
variantis the beginning of an end [to the Covid-19 pan-
demic]. However, in case more variants arrive, I think
the government is very clear that it would not hesitate

to spend... That gives me comfort. If the government is
open to spending more and meanwhile private capex
kicks in, then we will witness demand coming back.

Q: What would be the impact on margins?

A: This stress will remain for a few quarters. This is
cyclical. During these times, our focus is on two areas:
gaining market share so that we do not lose the consum-
er franchise; and, second, we keep the business model
intact. We have a very healthy Ebitda margin at 25 per

cent. Thus, aslongasIcankeep that within the band and | 51

our market share intact, I’d be ready to play even harder
when commodity prices cool off. From that perspective,
Iam confident that we’d be able to navigate this crisis.

Q: Since you took charge in 2013, there have
been significant changes in the dynamics of
the FMCG market in India. While HUL is still
the largest player, companies like ITC, Adani

“I think the government is
clear that it wouldn’t hesitate
to spend... If the government

is open to spending more
and meanwhile private capex
kicks in, then we shall witness
demand coming back”

Wilmar and Tata Consumer have expanded
aggressively in segments like personal and
home care and branded commodities. How
does HUL plan to hold on to its position?

A: In the past 10 years we have grown at about 9 per
cent CAGR, despite the rural slowdown, demon-
etisation, implementation of GST and the Covid-19
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pandemic... Our operating margin improved by about
800 basis points. That is why, since I came in, HUL’s
market cap has grown from about $16 billion to $70
billion. It has been a quantum shift. There are two key
parameters to judge it. Today, our market share is one
of the strongest we have enjoyed in many years. And
second, the increase in turnover [we] managed in the
last 10 yearsis greater than the total turnover of any
other FMCG company in the country.

Indiais such an attractive consumer market that
new players will come in. I believe, competitors are
good for the consumers and they are good for a com-
pany like HUL too—because they bring the best out of
us. If we did not have good competition, we would have
become complacent. Competitors keep us on our toes.

Q: How will HUL survive the onslaught, given
that competitors are getting more aggressive?
A: The per capita consumption of FMCG products in
Indiais about 40 tonnes, which is half of the average

for Asia, one-third of China’s and in comparison to the
Philippinesit, is one-fourth. Therefore, the headroom to
grow in this market continues to be massive. However,
apart from the potential of the India market, what keeps
me optimistic about a brighter future for HUL are three
key factors. First is our portfolio. We have done a lot of
work to make our portfolio future-ready by expanding
into newer categories, segments and adjacencies and in-
vesting significantly in growing the pie through market
development. The second factor is talent. We are still the
employer of choice in this country... when we go to the
ITMs, we recruit the best possible talent. Then we have
the most rigorous programmes to sharpen them. We

get the best and we make them better. That is the reason
why we still maintain the tag of being ‘the CEO factory’.

Third is our capability. We have invested significant
amounts of money and talent in re-imagining HUL. Our
visionis very clear: we want to be the most intelligent
consumer goods enterprise. We started re-imagining
HUL six years back. We are working across the value
chain, by further digitising it, bringing in robots, by
implementing AI tools. The HUL of tomorrow is going
to be significantly different from the HUL of the past.
Indiais not a zero-sum game. If some company is
making an additional sayI300 crore, that does not mean
itis goingto cost HULR300 crore. This year, we are add-
ing<5,000 crore to our top line. These together make me
confident that HUL has an amazing future ahead.

Q: What do you envisage as the HUL of
tomorrow?

A: The business of FMCG is undergoing a major trans-
formation. Earlier, we used to procure raw materials,
produce goods at scale to keep the costs down, reach as
many outlets as possible and create market pull through
promotions. Thatis how the FMCG system used to
work. Now we are in the process of being an intelligent
enterprise, creating ecosystems involving consumers
and operations where data and technology take centre
stage. Today, our Shikhar app that we benchmark has
over 700,000 customers (retail partners). So even when
asales representative does not visit stores, retailers can
place orders any time they choose... Our tie-up with
State Bank of India ensures that retailers get paperless
credit from the lender, using the app.

There was a time, when we used to do ahuge amount
of consumer research (physically) to gauge what the
consumer needs, following which our R&D teams
would create prototypes, then we [would] test them out
and do commercial runs, etc. Today, at our innovation
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hub, most of the work we do is simula-

tions. From designing to testingand dry
runs—everythingis simulated. During the
lockdowns we had engaged with consumers
to get a sense of their changing behaviour,
provided the info to [our] innovation funnel
and have come up with products based [on]
their needs. So the entire process of getting
asense of the consumer’s mind, changing
behaviour and emerging demands to placing
the products on the shelf—we are creating
averyintelligent ecosystem. This also helps
decision-making. Be it our pricing strategy
across SKUs [stock-keeping units], whether
toinvestin channel distribution or promo-
tion and in which media, [all thisis] based on
machine learning.

Q: Now, one of the hottest FMCG
segments is branded kitchen
commodities, where HUL does not
have much influence. Why is it so?

A: We would not like to play everywhere.
We prefer business segments where we can
create more value for our customers and for
ourselves. We would like to play in value-
added products rather than in commodities.
Yes, our commodities businessis very small
but that’s not an area of focus for us. Iwould
rather spend my resources in improving
our nutrition portfolio—on the different
product ranges in the segment, analysing
and solving problems of nutritional needs
and vitamin deficiency—than trying to sell
packaged commodities.

Q: Does HUL want to ramp up its
game with the Horlicks brand?

A: There are categories we play in, like de-
tergents or oral care, [which] are universally
penetrated. Butin a category like health food
drinks, which is represented by Horlicks, the
penetration level is only 25 per cent. We have
got massive room to increase penetration of
these products; and sustainably grow those at
averyhigh rate for the years to come.

Q: What are the value-added seg-
ments you are focussing on?

A: In highly penetrated categories like basic
home care and hygiene, the game is all about
upgrading the consumer. In categories

like dish-wash bars and liquids or surface
cleaners, massive opportunities lie ahead.

ON
COMPETITION

Competitors

are good for
consumers and
they are good for
a company like
HUL—because
they bring the
best out of us.
Competitors keep
us on our toes.

ON TALENT

When we go

to the lIMs, we
recruit the best
talent. Then we
have rigorous
programmes to
sharpen them.
That's why we
maintain the tag
of being ‘the CEO
factory".

ON THEFMCG
MARKET

The per capita
consumption of
FMCG products
in India is about
40 tonnes,
which is half

the average for
Asia, one-third
of China’s and in
comparison to
the Philippines it,
is one-fourth. So,
the headroom to
grow is massive.

ON HEALTH
FOOD DRINKS

In health food
drinks like
Horlicks, the
penetration is
25%. We have
massive room

to not only

to increase
penetration,

but to also
sustainably grow
the segment at a
fast clip.
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In beauty, which is a very big segment, we
are by far the largest player and our nearest
competitor is probably a fifth of us. Be it
skin or hair care, all these are massive busi-
ness opportunities, where we dominate.

In refreshments—tea and coffee for us—
converting consumers from unbranded
tobranded and higher value products

will drive growth. Apart from health food
drinks, we are focussing on packaged foods
through brandslike Kissan, Hellmann’s and
have launched several products in the ready-
to-eat segment. That is where, I believe, we
can move further up the value chain.

Q: HUL is a major revenue contribu-
tor for parent Unilever. What are the
expectations and pressure you face?
A: We are part of one of the fastest growing
major economies, where we are the largest
FMCG player. Therefore, the expectations
are always very high. HUL is very unique in
that sense. We are a provider of talent to the
global unit and we have alarge market cap.
For Unilever, we are the largest companyin
volume terms and the second largest in value
terms. Iwill notbe surprised ifin a fewyears
we become the largest in terms of value for
the global entity. So, we are the crown jewel
of Unilever. While we are a major provider for
them, we take alot—in terms of R&D, global
brands and technology—f{rom them.

In the past 10 years, we have managed
to live up to those high expectations. With
size, with stature come responsibilities. I
think, we have always ensured that we don’t
let Unilever down.

Q: Are you interested in taking advan-
tage of the government’s PLI scheme
that calls for creating global food
processing giants out of India?

A: Yes, we are. The PLI scheme isavery good
initiative because it helps you to compete on
the most critical dimension—that is cost—by
mitigating it through scale. We have already
applied under the scheme and we are on toit.
I hope that the government extents the PLI
scheme into health food drinks. BT

Following a vestructuring, Mehta will be CEO & MDD,
HUL, from Mavch 31.

@arndutt
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DIGITAL CURRENCY - CBDC

INDIA’S
CRYPTO

INDIA IS SETTO WELCOME ITS OWN DIGITAL
CURRENCY IN THE NEAR FUTURE. WHAT ARE THE
BUILDING BLOCKS OF THE RESERVE BANK OF
INDIA'S CENTRAL BANK DIGITAL CURRENCY AND
WHAT WILL THE PATH TO A CBDC LOOK LIKE?
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| DIGITAL CURRENCY — CBDC |

WHAT IF THE government could transfer subsidies
directly to beneficiaries, and no, we aren’t talking
about direct benefit transfer (DBT'). Say food subsidy
was credited directly to the beneficiary’s mobile wal-
let and could only be used to buy pre-defined rations.
This could soon be a reality with a central bank digital
currency, or CBDC.

India has setadeadline of 2023 to launch its digital
currency. A CBDC will be legal tender like paper
currency with all the characteristics of the existing
fiat currency. “Digital currency will lead to a more
efficient and cheaper currency management system,”
Finance Minister Nirmala Sitharaman said in her
Budget speech for 2022-23.

A CBDC has other benefits. Now, account holders
deposit their money in commercial banks. A customer’s
deposit carries the liability of the bank to repay it on de-
mand. The Reserve Bank of India (RBI) is under no ob-
ligation to compensate or reimburse any loss of value.
But CBDCis supposed to be a central bank liability.

Why are central bankers so interested in cryptos?
It’s because they sense likely collateral damage in
terms of losing control over monetary policy thanks
to the interest in such currencies among the young.
“Cryptos are raising concerns on two fronts—mon-
etary stability and financial stability. The RBI is more
concerned about the monetary stability part,” says
Subhash Chandra Garg, former finance secretary.
“Cryptos might enable money laundering and getting
around capital controls—essentially a digital hawala
channel. During periods of financial stress, this might
amplify market volatility,” says Saugata Bhattacharya,
Senior VP & Chief Economist, Axis Bank.

Globally, players are ready with the technology to use
crypto as aform of payment to buy goods and services.
US-based crypto exchange Coinbase allows merchants

toaccept cryptos. Online payment solutions provider
PayPal has an option for customers to pay with cryptos

at checkout. Global card network player Mastercard also
supports the instant settlement of cryptos. “Unlike other
asset classes like equity, debt or gold, cryptos are very eas-
ily transferable digitally,” says Arpit Agrawal, Co-founder
& Chief Engineering Officer, Cion Digital, afintech
solutions provider. Soon, there will be payment mecha-
nisms where a person holding cryptos as investment can
directly paya merchant, he adds. “The merchant will have
the option to immediately sell the cryptos or keepitas
savings or investment.” Then there are stablecoins, which
are fast emerging as the ideal way for merchants to accept
crypto payments as they are pegged to a fiat currency
with no fluctuation in value. Many apps allow for the
conversion of crypto to stablecoins.

What has put cryptos on central banks’ radars are
its growing numbers. In just five years, the total market
cap of cryptos has touched a high of $3 trillion. For
context, India has a GDP of around $2.7 trillion, while
the BSE’s market cap is about $3.5 trillion. Cryptos,
which have no boundaries, have the potential to make a
significant impact on an emerging economy like India.
“Private cryptocurrencies which have currency-like
characteristics will jeopardise the RBI’s ability to deal
with issues of financial stability,” RBI Governor Shakti-
kanta Das said recently, while reminding the public that
these currencies have no underlying asset.

That brings us to another important point. The
current currency circulation in the market is backed by
physical money, while CBDC will have no such linkages.
Simply put, every bit of electronic money that people
use for day-to-day purposes today is backed by physi-
cal cash. Krishnamurthy Subramanian, former chief
economic advisor, says that it is unlikely that CBDC will
be averylarge part of the broad money (bank money or
deposits) in the economy. He explains that the CBDC
will be part of narrow money (existing physical cur-
rency). He adds that CBDC won’t offer any interest rate.
“It should be similar to the existing physical currency
where you don’t earn interest,” says Subramanian.

Currently, cryptocurrencies are traded online
without any central authority or regulated exchange
monitoring it; the investors, too, are anonymous. But
now, any transaction involving crypto or virtual asset
will be taxed at 30 per cent. “But knowing how the world
of blockchain and crypto works, they are going to bypass
that,” says a player. For instance, if you have a non-custo-
dial wallet (akin to cash), with complete control over the
blockchain keys, you can send money from your wallet A
to another non-custodial wallet B in your name or some-
body else’s name, and nobody would be able to trackit,
says an expert. “The government is also aware of it and
will dowhatever it can to prevent it,” says the expert.
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THE TIME IS RIPE...

Why it makes sense to
introduce a digital currency
now in India

Digital payments are growing by
leaps and bounds, with millennials
increasingly using such modes
New form of private money
emerging globally; stablecoins
linked to US dollar are very popular
CBDC to counter cryptos and other
private digital currencies

Digital rupee to replace cash in the
economy with digital currency and
discourage cryptos

More innovations to take place on
top of CBDC

CBDC to lead to huge savings,
reduce wastage and make the
monetary system more efficient
Digital rupee will lead to better
economic management with end-
use records of money transactions;
also help in tax compliance

|
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-..BUT CHALLENGES
REMAIN

The difficulties that CBDC would face

People at bottom of the
pyramid are not very
financially literate

CBDC faces competition from
existing mobile wallets like
Google Pay; value proposition
would matter

The cash economy is still
strong despite demonetisation
and digitisation

Small countries have
implemented CBDCs but big
ones like the US and China are
still to take the plunge
Broadband access and
24-hour internet connectivity
are pain points

Any incentive by way of
interest rate on CBDC to
impact broad money; monetary
policy to getimpacted

CBDC: OPTIONS BEFORE RBI

Digital rupee

\

Wholesale CBDC

Retail
(Individuals, households
and corporates)

DISTRIBUTION MECHANISM
v \

Distribution by RBI Using banks
asintermediaries

TECHNOLOGY BACKBONE
v ¥

controlled ledger

PAYMENT MODE
\ \

Token-based
(verification
of payment object)

Account-based
(identity verification)

Source: RBI
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THE AMOUNT OF BANK
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IN MARCH 2022
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HE RBI has been researching CB-
DCs for the past two years. Sourc-
es say itis using the work done

by the Bank of England as a test
bed. In the past four years, blockchain (the
technology on which cryptos are based) has
proved that one can build transparent finan-
cial systems on top of it. “The technology
has been proven to be versatile and it’s safe
and secure, so large-scale financial systems
can be built,” says Snehal Fulzele, Founder
& CEO, Cion Digital. Agrees George Sam,
Co-founder & Business Head, Mindgate So-
lutions, a fintech solutions provider. “I think
from a CBDC perspective, blockchain will be
the backbone for a digital currency.”

Currently, Bitcoin and Ethereum are on
permissionless or public blockchains, where
users can download a cryptowallet and carry
out transactions without disclosing their iden-
tity. “It’s unlikely that any countrywill sign up
for fully public blockchain as the foundation
of aCBDC,” says Swapnil Pawar, Founder
of financial advisory ASQI. Sources suggest
that the RBIislikely to work ona “permis-
sioned blockchain”, where the central bank
and distribution partners like banks would be
participants, and users (the merchantsand
public at large) could join the network after
disclosing their identity via KYC.

Earlier, the RBI had said that a decision
onwhether CBDC would be issued directly
by it or through commercial banks had tobe
weighed carefully. “When you do retail CBDC
directly... It’s almost like you’re bypassing the
banking system,” says Fulzele. In the US, the
central bankislikely to go through existing
banking channels, asis China. “Thisisabet-
ter system as the banks and other payment
players have the infrastructure to undertake
KYC,” says abanker. Butin Eastern Carib-
bean nations, central banks have launched
CBDCs directly. “The RBI doesn’t need alarge
network for the digital distribution of money
asrequired in physical currency,” says Rajnish
Kumar, former chairman, State Bank of India.

The RBI will also have to choose between
account-based- or token-based modules. “The
account-based module is easy to develop,
whereas the token-based module takes longer
time. Which model will be tested first will be
decided in due course,” RBI Deputy Governor
T.Rabi Sankar said recently. Account-based
CBDCswork like aregular deposit accounts.

“It [central bank
digital currency]
should be
similar to

the existing
physical
currency where
you don't earn
interest”

KRISHNAMURTHY

SUBRAMANIAN
FORMER CHIEF ECONOMIC
ADVISOR, GOVT OF INDIA

“Cryptos might
enable money
laundering and
getting around
capital controls—
essentially a digital
hawala channel.
During periods of
financial stress,
this might amplify
market volatility”

SAUGATA

BHATTACHARYA
SENIOR VP & CHIEF
ECONOMIST, AXIS BANK

“Despite
demonetisation
and digital
banking, the cash
inthe systemis
back. Thereis
also a section of
people... who are
not prepared for
CBDC”

MADAN SABNAVIS

CHIEF ECONOMIST,
BANK OF BARODA




Forinstance, UPIis an account-
based module. Digital tokens, on the
other hand, have tobe issued bya
central bank to distributing banks.
There isno need toverify one’s
identity and these tokens can change
hands freely for P2P payments. “The
token-based modules require eco-
system-wise adoption... This will be
the eventual end goal for frictionless
payments,” says Mindgate’s Sam.

There is an added benefit of
introducing somethinglike a CBDC.
Whenever the government initiates
innovation at afundamental level, an
entire ecosystem develops around
it, like ithappened in the case of UPL.
“Currently, there are 12 digital nodes
involved in the digital system of UPI.
CBDC will be much faster,” adds
Kumar. “CBDC could probably be
the infrastructure that will solve the
underwriting and credit issues [of
digital payments] because of a trans-
parent transaction record,” says
Abhinav Sinha, Co-founder, Eko, a
financial solutions provider.

Experts say that the CBDC will
provide a tool for the government to
manage the economy. “When you
issue aretail CBDCin India, by defi-
nition, what that meansis that every
individual will have a wallet with the
RBI,” says Fulzele. This means it will
be possible to know how and where
people are using the currency. “As
therisk of intermediaries and their
reconciliation process is minimal
[on blockchain], the associated
risk of settlement goes away,” adds
Sam. And reduced cash and chain
tracking will result in more money
being available for the economy, says
Vinshu Gupta, Founder and Director
of Nonceblox, a blockchain firm.

HE LAUNCH of a CBDC
will involve significant
investment, technology
and a huge amount of
focus, say experts. “Idon’t think the
RBIwould want to own all of these
pieces... they would work with mul-

| DIGITAL CURRENCY — CBDC |

WHENEVER THE GOV-
ERNMENT INITIATES
INNOVATION ATA
FUNDAMENTAL LEVEL,
AN ENTIRE ECOSYSTEM

AN ENTIRE ECOSYSTEM
DEVELOPS AROUND |
—

tiple consortiums of technology pro-
viders,” says abanker. “There will be
ahuge amount of integration, a huge
amount of surround capabilities,
which will have to fall in place. The
payment service providers will have
tobe enabled,” adds Harish Prasad,
Head of Banking-India, FIS, a fin-
tech solutions provider. According
to Sam, the RBIwill need partners
“to create a CBDC system, manage
itand continuously evolve, because
there will be alot of use cases”.
Nonceblox’s Gupta says India could
learn from the experience of the Ba-
hamas, which launched the world’s
first CBDC two years ago. The RBI
has said thatitis necessary toadopt
basic models initially for the CBDC
and test them comprehensively so
thatithas minimal impact on mon-
etary policy and the banking system.
“Thisis necessarybecause of the
CBDC’s dynamic impact on macro-
economic policymaking,” it said in
its ‘Report on Trend and Progress

of Banking in India 2020-21’. “Most
of the fintech players and banks

will have to upgrade their systems
to some degree to accommodate
digital currency. Today, if youlook
atitfundamentally,banksand a

lot of fintechs don’t work on block-
chain,” says Eko’s Sinha. “The entire
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technology stack has to change to
process currency transactions on
ablockchain network. CBDC will
fundamentally change most of the
payments systems that are running
in the country now,” says Fulzele.

Unlike in the West where cor-
porates borrow funds in the bond
market, the Indian credit system
is dominated by banks. Under the
CBDCregime, there is a possibility
of bank deposits shifting to the
RBI. “Any shift in deposits may
impact the banks’ ability to dole
out credit,” says Madan Sabnavis,
Chief Economist at Bank of
Baroda. “The RBI might choose to
transfer some or all of these back
to banks, using appropriate rules
of allocation, including auction-
ing the funds,” says Axis Bank’s
Bhattacharya. While CBDC will
be aimed at reducing cash in the
system, it is easier said than done.
“Despite demonetisation and digi-
tal banking, the cash in the system
is back,” says Sabnavis.

While more details about CBDC
areyet to emerge, one thing s clear:
awide cross-section of the popula-
tion is waiting with bated breath for
India’s crypto. BT

@anandadhikari
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RELIANCE’S OVERNIGHT DI
RETAIL’S KEY OUTLETS HA!
NOW BATTLES

24,7113

CRORE

SIZE OF THE
RELIANCE RETAIL-
FUTURE GROUP DEAL
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T AROUND NOON ON A pleasant
daythis February,aharried executive
of a mall in Amritsar called his CEO.
Muchashe tried to hold his emotions
together, the situation got the better
ofhim. Standinginfrontofhimwasa
team from Reliance Projects & Prop-
erty Management Services, a part of
the Mukesh Ambani-controlled Reli-
ance conglomerate, who, by contrast,
was composed but also displayed some level of urgency to
wrap up some paperwork.

“They were holding the termination letter and also
a new agreement letter,” narrates the CEO, who was
pulled out of a meeting by his team member. The offer
was quite irresistible—all the outstanding rental pay-
ments due from Future Retail, a Kishore Biyani-promot-
ed company, would be cleared in a couple of days and
just a formal sign-off was needed. The mall owner had a
new tenant in the form of Reliance.

“We have never seen anything move so quickly. It
was a little strange to see a pre-printed letter with our
name,” he says in a voice that was still incredulous. It
marked a momentous transformation when Reliance
Projects & Property Management Services swiftly took
complete charge of several stores that once housed Big
Bazaar, the chain that was consid-
ered the destination for India’s large
middle class.

The development took place right
under the nose of Seattle-based e-
commerce giant Amazon, which is
locked in an intense legal battle to ("
acquire Future Retail. The deal now

Amazon was not aware of this and chose to react as late
as March 15 is inexplicable. It was August 2020 when Reli-
ance Retail agreed to buy out the wholesale, retail and lo-
gistics businesses of Future Group in a%24,713-crore deal.
Itwasashotin the arm for the seller, which was swimming
inapool of high debt. The rub was that Amazon, exactly a
year ago, had picked up a 49 per cent stake in Future Cou-
pons, giving it an indirect 4.81 per cent holding in Future
Retail Limited (FRL), Biyani’s crown jewel—this trans-
action is said to have given them any right of first refusal
over acquiring Future Retail. Amazon, quite expectedly,
cried foul at the Reliance-Future deal and from that point,
everything went legal (see The Story So Far) and has re-
mained so.

Emails sent to Reliance, Future Group and Amazon
India with a detailed set of questions remained unan-
swered till this article went to press.

A senior retail industry official, who has worked at
Future, is clear that Reliance had decided to move right
after the Singapore International Arbitration Centre
(SIAC) halted its deal with Future in October 2020. “It
was a strategy that was well planned out,” he insists. Un-
known to most people, the seeds were sown as early as
November 2020, a month after the SIAC ruling, when
Reliance took charge of the warehouses Future owned.
“It is shocking that Amazon did not see this coming.

Anyone familiar with the industry was
clued into this,” says the official, add-
ing that the mistake Amazon made
was that it spent all its time and might
taking on FRL. “The real opponent was
Reliance and they had no idea whatso-
ever. It was just left wide open to make
asmart move.”

looked set to slip away. The nimble-
footed Reliance had executed a smart
strategy, leaving many people in the
business stunned in disbelief. It went
as far as renaming a substantial part
of Big Bazaar outlets to Smart Bazaar
(see photograph), and took complete
charge of the business. As the way
ahead looks challenging for Amazon,
the story is really about Reliance’s au-
dacityin doing what it did.

How was it done?

For all the talk now relating to the
speed of executioninassumingcharge
of Future Retail’s 835 stores across for-
mats (Big Bazaar, FBB, Easyday and
Heritage), the fact is Reliance made
its move at least 12 months ago. How

e 4
“Given that
Reliance is not
a party in the
litigation between
Future Retail
and Amazon, itis
unclear whether
a court will grant
such relief. Future
has maintained
that it has not
transferred the
leases. Rather, the
leases have been
taken over”

SUDIP MAHAPATRA

PARTNER, S&R
ASSOCIATES
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Reliance did exactly that, and the
stores it chose to pick up accounted for
ahandy 55-60 per cent of FRL’s revenue.
Many of the Big Bazaar outlets now bear
the Smart Bazaar name with the Reli-
ance logo—the name chosen is in line
with Reliance Smart (grocery retail
chain) and Smart Point (neighbour-
hood small format store). Meanwhile, in
a communique to the stock exchanges
on March 9, FRL confirmed the receipt
of termination notices from Reliance.
However, there was no news from Ama-
zon till March 15, when it released adver-
tisements in publications saying “these
actions have been done in a clandestine
manner by playing a fraud on the consti-
tutional courtsin India, the Arbitral Tri-
bunal and Indian statutory authorities/



AUG "19 Amazon acquires
a 49 per cent stake in Future
Coupons for 31,500 crore; it
gives the buyer an indirect
4.81 per cent stake in the
listed entity, Future Retail

AUG "20: Reliance Retail says it
will acquire Future Group's retail,
wholesale and logistics businesses
in a¥24,713-crore deal

OCT "20: Amazon approaches the
Singapore International Arbitration
Centre alleging the Future Group
violated its contract and the deal
with Reliance Retail should not go
through; the deal is halted later in
the month

NOV "20: Competition Commission
of India gives the go-ahead for
Reliance Retail’s buyout of

Future Retail

JAN '21: SEBI signs off on the deal,
pending court approvals; Reliance
Retail takes over the lease for Future
Retail’s stores

REPORT
CARD

The messy financials
of Future Retail

All figures in X crore Source: ACE Equity, company announcements

THE STORY SO FAR

FEB-MAR '22: Reliance Retail
terminates the lease of over 800
stores owned by Future Retail;
takes complete charge of these
stores

DEC '21: CCl slaps a%¥200-crore
penalty on Amazon and suspends
its deal with Future Coupons

AUG '21: Amazon wins case in
Supreme Court; the Singapore
arbitration will hold under
Indian law

APR "21: Future Retail board
gives nod for a resolution plan to
restructure its secured debt

FEB "21: The Future Group moves
NCLT and requests approval to
call for a shareholder meeting for
approval of deal with Reliance

Source: Media reports, industry

agencies”. A petition filed in the Supreme Court by Ama-
zon said the “transaction” was a stratagem wrongfully
adopted by FRL “with the connivance and collusion of the
MDA (Mukesh Dhirubhai Ambani) Group to transfer the
retail assets”.

Leaving nothing to chance

The mostimportant thing for Reliance to get right was the
legal bit. The head of a real estate consultancy simplifies
the issue. “Reliance is that party that occupies the space
today after inking a new deal with the owner. That means
it can do anything in terms of redesigning the store. The
questionis: what is left of Future Retail once the stores are
out of its books?” he explains. To him, the game is 80 per
cent about real estate or just the attractive locations that
Big Bazaar and the other FRL stores sit on, while the other
20 per cent is the brand name. “Reliance has obviously
realised that it would have been impossible to create this
kind of a network from scratch,” he says. That also means

itmaynotbe incumbent on Reliance to settle the loan with
the banks. “From Reliance’s point of view, it is a straight-
forward deal where they only want the real estate. If they
wanted the brand, then it would have been necessary to
buy the company.”

Itis an open secret that Future Retail’s inability to set-
tle outstanding payments with companies led to no fresh
stock coming. As a result, there is very little inventory to
boast of. The marketing head of a well-known FMCG ma-
jor says that the money owed by Future Retail will be in ex-
cess of 1,500 crore. “It has steadily got worse and thanks
to Reliance coming in a year ago, at least we managed to
get some business. It would have been zero had the origi-
nal promoters continued to be in charge,” he says. The
buzz on the streetis that Big Bazaar, by last June, had justa
quarter of its usual inventory level. To add insult to injury,
Reliance has been issuing offer letters to FRL’s staff. With
the store, its furniture and fittings, staff and inventory in
their possession, Reliance appears to have managed to get

Business Today | 17 April 2022
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Many of the Big Bazaar outlets now bear the Smart Bazaar
name with the Reliance logo

whatever is relevant without getting close to the legal line.

Senior officials in the Future Group, who wanted to
remain anonymous, maintain that any allegation of col-
lusion between them and Reliance is inaccurate. One top
executive goes to the extent of saying
Future Retail was continuously losing
money but the option of ceasing opera-
tions never arose. “If we had done that,
the entire value of the business would
be down to zero. Banks would natu-
rally have pushed for liquidation,” he
explains. Admitting that the financial
situation was “in dire straits”, he says
if Reliance had not stepped in and given
working capital credit, the company

FRL by Reliance to fund the working capital requirement.

Options left

As things stand, many questions remain unanswered,
such as, what does Amazon now do? According to Sudip
Mahapatra, Partner atlaw firm S&R Associates, thereisan
option for Amazon to seek areversal of the takeover of the
leases. “However, given that Reliance is not a party in the
litigation between Future Retail and Amazon, itisunclear
whether a court will grant such relief. In this context, it is
important toremember that Future has maintained thatit
hasnot transferred the leases. Rather, theleases have been
taken over due to missed payments.” On the issue of Ama-
zon seeking damages from Future, he thinks, it will be a
challenge, “given Future’s denial of its involvement in the
transfer of the leases”.

Then, thereisthe no small matter of theI17,000 crore
thatneeds to go back to the lending banks, a consortium
led by Bank of India. Mahapatra thinks lenders could
either enforce their security interests over the assets
of Future Retail or initiate IBC (Insolvency and Bank-
ruptcy Code) proceedings. “They could also wait for the
outcome of the legal proceedings between Amazon and
Future. Assuming the Future-Reliance deal eventually
goes through, they could look to recover their dues from
the merged business,” he says.

Insolvency Resolution Profes-
sional Vivek Parti speaks of the issue
being “alegal quagmire”. The hope, at
least from the lenders’ point of view,
is that the issue goes back to the IBC.
“The question is how it might be un-
tangled, especially from the perspec-
tive of the lenders, where the greatest
exposure is from the public sector fi-
nancial institutions and banks in ad-

would not have existed by mid-2020. “The question dition to Future Group’s own public
“In the process, our dues to Reliance is how it might shareholders,” he explains. To Parti,
kept increasing. We were hoping to sell be untangled, the worry is Future’s shareholders
our small-format stores and settle the especially fr?m being the last in the priority of pay-
dues with the banks through a one-time :)I;il"l) ee I":I':g::;ve ments under IBC. “It is likely that
restructuring (33,500 crore against where the gre'atest the case will b.e admitted on account
a total debt of J17,000 crore). But the exposure is of default. Reliance has reiterated its
Amazon deal came in between and we from the public commitment to the scheme of asset
defaulted last December.” sector financial buyout and Future’s promoters are
As banks panicked, Future Retail institutions and also in favour of it. However, lenders
became a non-performing asset and banksin addltlop may prefer the scheme to be approved
the official insists that Reliance “got jit- to FUtuﬁ.GrouP S under IBC and some write-offs could
tery”. Creditors are way down the peck- :I"’lva':‘ 2;: ol cll‘;rs” happen.”
ing order after bankers and Reliance, he The fine print in this takeover of
says, “decided to give the termination VIVEK PARTI stores by Reliance has a few layers to
notice fearing their money would never INSOLVENCY RESOLUTION it. Reliance became the main tenant

come”. Over 34,000 crore was given to

PROFESSIONAL
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under the store leases at some point
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and then sub-leased the stores
to Future. Once Future missed
rental payments, it was entitled
to terminate the sub-leases. The
takeover of stores in February,
explains Avanti T. Chandele,
Partner at law firm Mind Legal,
was in the midst of a legal battle
between Amazon and Future
Group, which only complicated
therelationship between the two.
“From Reliance’s point of view,
this seems like a way to manoeu-
vre around the legal hassles sur-
rounding the takeover of assets
of the Future Group, even as the
scheme of arrangement is pend-
ing approval in the NCLT. For
Amazon, it only gears up for an-
other stay on the said deal,” she
says. According to her, the lease
for the stores in question are now
held by Reliance and the mat-
ter of who the owners lease their
property to is the prerogative of
the owners, “with Amazon hav-
ing no say or right to object”.

As the battle rages from one
court to another, within Indiaand
overseas, thereal hit will be onthe
business. Biyani, once the man
who ruled the retail landscape
in India and created some of its
most well-known shopping desti-
nations, stares down at a business
that he will never own again. Not
only has it gone through a value
erosion of unimaginable propor-
tions, but is likely to leave behind
a set of bruised investors and
lenders. It is a fall from grace for a
man who, at one point, was called
the Sam Walton of India. By any
yardstick, this remains one of
the country’s messiest takeover
deals and the sad part is we are
still not done with it. As the clock
continues to tick, it is amply clear
that very little of consequence
will remain of Future Retail. And
thatisaworrying thought. BT

@krishnagopalan
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ave you ever thought that the position you
H take when driving could affect driving

comfort, car control and, above all, safety?
Aspects definitely not to be taken too lightly, but
unfortunately correct posture while driving a vehicle
is often overlooked. Drivers often ignore the fact that
correct driving position can give them better control
of the car and increase comfort behind the wheel.
The driving position should also be adjusted to
maintain ample distance from the steering so that
the driver doesn't get injured when there is a collision
and airbags are deployed.

The four-step approach elaborated below will help
you find the optimum driving position.

1. THE SEAT SQUAB

The first step is to adjust your distance from the pedals. The
seat squab adjuster can be used to move the seat forward or
backward. Make sure that when you fully press down on the
brake pedal, there should be a slight bend in your knees. This
will ensure optimum braking pressure can be applied when
needed. It will also keep your legs relaxed and comfortable.

2. THE SEAT BACK

Next, to determine reach from the steering wheel, adjust the
seat back. With both hands on the steering wheel, turn the
steering lock to lock to ensure your arms do not stretch. Adjust
the seatback so your elbows are slightly bent. The seat back
should be positioned so that your wrist hangs over the top of
the steering wheel. Make sure that your back is perfectly resting
on the backrest, the hands are positioned at 9.15 with arms slightly bent and the
elbows at the height of the abdomen.

3. THE STEERING COLUMN

Before you begin driving, the height of the steering column can
%} also be adjusted. To move the steering column up or down,
Al push the lever underneath the column all the way down. Move
the steering wheel into the desired position and push the lever
back up to lock the steering wheel in that position.

4. THE MIRRORS

Use your mirrors to help you be a safe driver, they must be
positioned correctly. When positioned properly, you should be -
able to see directly behind your car using the rear-view mirror,
as well as into the spaces near the rear corners of your car
with the side mirrors. Most modern cars have an electronic -
switch that controls the position of the left and right-side view
mirrors. To adjust the rear-view mirror, make sure you sit normally and manually
move the mirror until your view is straight, centered and level. The goal is always
to maximize the rear view.

Once you are in the correct position, it is time to buckle up. On many car models it is
possible to adjust the height of the attachment of the belis. It is good to take advan-
tage of this possibility by choosing a position that allows the upper band to pass
through the centre of the collarbone, while the lower one must be well adherent at
the pelvis and not at the abdomen.
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THE
ARRIVAL

OF VENTURE

DEBI

CAPITAL-HUNGRY
START-UPS ARE TURNING
TO VENTURE DEBT AS
INCREASING FREQUENCY
OF LIQUIDITY EVENTS
MAKE FOUNDERS REALISE
THE TRUE COST OF
EQUITY CAPITAL. PLUS,
VENTURE DEBT CAN

BE DEPLOYED FASTER,
AND MIGHT EVEN YIELD
GREATER RETURNS AT
LOWER RISKS.

BY BINU PAUL
ILLUSTRATION BY RAJ VERMA

POPULAR CHOICE
VENTURE DEBT HAS BECOME A
FAVOURITE ALTERNATIVE SOURCE
OF CAPITAL WITH FOUNDERS

VENTURE DEBT. Isn’t that an oxymoron? While
venture signifies high risk, debt signifies the
opposite. But start-up founders seem to love
venture debt. In fact, it is fast becoming a multi-
purpose tool that founders deploy at the heart of
their growth strategy. It also means that venture
debt funds are able to deploy more capital, faster.

Investors, too, seem to be enamoured by ven-
ture debt, if fundraising is anything to go by. The
pace at which India’s top venture debt firms are
closing their fundraising tells the story of this
asset class, and its blistering growth. Take for in-
stance Alteria Capital, which has companies such
as Dunzo, Country Delight and Rebel Foods in its
portfolio. Launched in 2017, the Mumbai-based
firm announced the close of its first fund in July
2019. When it hit the limited partner (LP) market
for its second fund in December 2020, the plan
was to initially raise funds from domestic inves-
tors before reaching out to international LPs in
May 2021. But it didn’t have to; by April 2021, the
fund hitits final close at<1,820 crore, just from do-
mestic investors, says Co-founder and Managing
Partner Vinod Murali. At present, this is the larg-
est venture debt fund in India. Alteria, which be-
gan investing in March 2018, currently has assets
under management of 32,800 crore.

Meanwhile, Gurugram-based Trifecta Capital
managed to raise two funds last year—a rare feat.
It achieved the first close of 750 crore for its third
debt fund in November 2021, within two months
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of the fund’s launch, wholly from
domestic investors. Trifecta had se-
cured a final close of 31,025 crore for
its second fund in March 2021. The
31,500-crore third fund is nearing its
final close. Trifecta has companies
such as bigbasket, Cars24 and Share-
Chatinits portfolio.

Delhi-based Stride Ventures, the
youngest among the leading debt
funds, too raised the first close of its
second fund in under two months. It
received commitments for 3550 crore
of its target corpus of I1,000 crore.
The fund hasanadditional greenshoe
option of ¥875 crore. Founder and
Managing Partner Ishpreet Singh
Gandhi says the company, which has
start-ups like SUGAR Cosmetics and
HomeLane in its portfolio, plans to
secure the original size by the end of
FY22 and complete the greenshoe in
another couple of months.

Mumbai-based InnoVen Capi-
tal, the pioneer of venture debt in
India, hit the first close of its new
fund at 740 crore in September and
is 3-4 months away from hitting a fi-
nal close at 2,000 crore (including
greenshoe), says Ashish Sharma, MD
& CEO, InnoVen Capital India. The
company has firms such as Udaan
and Dailyhunt in its portfolio.

“More start-ups are getting creat-
ed, good quality capital is going into
those companies, and markets are
getting deeper. We are seeing great-
er acceptance for venture debt, and
funds are also gettinglarger pools of
capital. The timing between fund-
raises is getting compressed. Today,
funds can write larger cheques, and
that allows us to be relevant to a lot
of companies,” says Alteria’s Murali.

UT WHAT exactly is venture
B debt? Put simply, venture
debtis debt provided to ven-
ture-backed new-age companies. It

took years of work on capital forma-
tions, educating founders on its pos-

FOUNDERS ARE
VERY SENSITIVE
ABOUT DILUTION.
THEY ARE OPEN
TO MAKING THE
DEBT COMPONENT
A PORTION OF
THE ROUND TO
PROTECT A FEW
PERCENTAGE
POINTS OF THEIR
SHAREHOLDING

ASHISH SHARMA
MD & CEO, INNOVEN CAPITAL INDIA
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sibilities and stimulating demand
before this asset class could enter
the mainstream funding environ-
ment. Now, with growing fund sizes,
faster fundraising cycles, and larger
cheques, it does feel like venture
debt has finally arrived.

In the US, the size of the venture
debt market is estimated tobe 10-20
per cent of the annual flows of ven-
ture equity. This alternative asset
class has been around for 50 years
in the US, the most mature market.
In India, unofficial estimates peg it
to be 2-5 per cent of annual venture
capital flows. For context, technol-
ogy start-ups raised a total of $42
billion in 2021, according to areport
from investment firm Orios Ven-
ture Partners.

According to the ‘India Venture
Debt Report 2022’ by Stride Ven-
tures, the amount of venture debt
disbursed has increased over 10x in
the past 5-6 years and has doubled in
thelast one year. 2021 saw 111 compa-
nies raising funds through debt.

“This is a derivative asset class,
meaning the more amount of equity
that comes into the market signals
to the fact that more companies are
getting funded, their capital struc-
tures have a lot more liquidity which
means they can afford to take more
debt and repay it. As venture capital
and private equity money continue
to come into the market, the size of
the venture debt market also contin-
uestogoup,”’ says InnoVen’s Sharma.

In fact, InnoVen’s origin is also
how venture debt funding started in
India. It began in 2008 when global
financial services firm SVB Finan-
cial Group set up a unit of Silicon
Valley Bank in India to provide debt
capital to domestic, venture-backed,
early- and mid-stage, high growth
companies in the country. But its ef-
forts at securing a banking licence
never materialised and in 2015, the
Singapore government’s investment
arm Temasek Holdings acquired the



entity and rebranded it to InnoVen
Capital India.

“From 2017, the venture ecosys-
tem started expanding rapidly. The
amount of funding that we would
have done from 2009 to 2016, we do
more than that today in a year,” says
Sharma. InnoVen, which initially
operated through an NBFC before
floating an alternative investment
fund (AIF) in 2017, has disbursed
over $500 million to Indian start-ups.

Trifecta, the first firm to launch
a formal venture debt fund in India
in 2015, disbursed just shy of Ig900
crore in 2021 and expects to disburse
about 1,200-1,500 crore in 2022. In
total, it has invested about 32,700
crore across its three funds and 95
companies and has gone ontolaunch
an equity fund for late-stage bets.

Alteria, launched by former SVB
India senior executives Murali and
Ajay Hattangdi, has committed to
about $200 million worth of deals in
2021 alone, across 65 transactions,
taking its average deal size to ap-
proximately $3 million. Today, the
company manages more than $375
million of capital across two funds
and anticipates $200-250 million
worth of deals in 2022. Almost 60
per cent of its second fund has been
drawnin just the first 12 months.

In a typical seven-year lifecycle
of a venture debt fund, the draw and
recycling periodis till year five, while
the fund returns capital on the prin-
cipalinthelast twoyears. Tobe sure,
debt funds generate interest income
all along its life which gets distrib-
uted on a quarterly basis. A fund’s re-
cycle ratio is typically 1.8-2x during
the investing period, which means a
fund of $100 million could potential-
ly do over $200 million of credit dur-
ing its lifecycle by recycling capital.

Venture debt financing is gener-
ally structured to yield 13-15 per cent
interest rates with a 3-4-year repay-
ment periods. Almost all providers
structure an equity upside in the

IT'SRISING

Venture debt has been steadily increasing, and
shot up sharply in 2021
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TOP VENTURE DEBT
DEALS ININDIA IN 2021

Company
GlobalBees
Mensa Brands

Infra.Market

BharatPe

MyGlamm

Cars24

Udaan

Sector
Ecommerce roll-up
Ecommerce roll-up

B2B e-commerce

Fintech

Online beauty and
skincare

Used cars market-
place

B2B ecommerce

Investor
Trifecta Capital
Alteria Capital
Alteria Capital

Alteria Capital, Tri-
fecta Capital, InnoVen
Capital, ICICI Bank

Stride Ventures,
Trifecta Capital

Trifecta Capital

InnoVen Capital

Source: enture Intelligence/media reports
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INDIA’S TOP DEBT FUNDS

Company

Trifecta

Alteria*

InnoVen
Stride ™

BlackSoil****

*Started investing in 2018; data from March 2018-December 2021

Dishursements from
2017-2021 (Z crore)

2,600
2,650
3,500
1,281
1189

No, of deals

145
160
170
3
95

Total funds raised till

date (X crore)
2,215
2182
2,500™
925
800

Date
December 21
December 21

July21

January 21

July'21

July 21

November ‘21

Average ticket size
($million)

NA
3
5

4-5

16

**Operated through an NBFC earlier; first fund launched in 2021. Amount given
is an approximate figure combining NBFC investment and first close of new fund
***Started investing in 2020; data for 2020 and 2021

****BlackSoil lends through an NBFC as well as a venture debt fund

Source: Company data/media reports
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form of warrants which is normally
about 8-12 per cent of the debt.

Investors or LPs are today much
more comfortable with venture
debt. They have seen how it per-
forms through cycles and how rela-
tively low-risk this asset class is, and
appreciate the consistent distribu-
tions and returns they receive.

Done along with or after an eq-
uity round, venture debt funds
broadly provide high-teen returns
toinvestors. About two-thirds of the
returns come from fixed income.

“I think there is a lot more con-
viction in the venture debt asset
class today. Volatility in returns is
lower. The base returns are fairly
consistent. From one vintage year
to another, the equity kicker can
outperform, and so the upside can
be far greater. From a returns stand-
point, the upside is uncapped and
the downside is fairly protected,”
says Rahul Khanna, Co-founder and
Managing Partner, Trifecta Capital.

HE EVER-EXPANDING use-

cases for venture debt help

funds deploy more capital,
faster. The supply of capital and the
demand for this asset class has seen
exceptional growth in the last two
years. Many factors contributed to
the growth. First, investors saw a
sudden reduction in fixed-income re-
turns from early 2020 and felt a need
for safe, predictable fixed-income
products which would give good re-
turns. Second, pandemic tailwinds
allowed for better depth and access
to most digital businesses. It allowed
venture debt providers to demon-
strate that this asset class can yield
greater returns at lower risks.

“As long as we were able to estab-
lish good performance, there was a
substantially larger amount of mon-
ey available from the domestic pool
of investors. We came through the
two waves of the pandemic with zero

THEREIS A

LOT MORE
CONVICTION
INVENTURE
DEBT TODAY.
VOLATILITY

IN RETURNSIS
LOWER [AND] THE
BASE RETURNS
ARE FAIRLY
CONSISTENT

'RAHUL KHANNA

CO-FOUNDER AND MANAGING
PARTNER, TRIFECTA CAPITAL
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losses. We showed that this is not so
risky and it can give you predictable
returns. It basically got more people
excited about this asset class from
the supplyside,” says Alteria’s Murali.

On the demand side, the new nor-
mal saw the birth of a lot more start-
ups and greater growth for existing
ones and this ensured unlimited
flow of equity into them. Tradition-
ally, new-age companies looked at
venture debt to primarily optimise
dilution, finance growth, working
capital or operating leverage, and to
increase runway between rounds.
Even with an equity upside built in,
a debt round comes at a much lower
costthanan equity one and founders
often realise it only when a liquid-
ity event takes place. The increas-
ing frequency of liquidity events
through IPOs, acquisitions and sec-
ondary deals has exposed and estab-
lished the real value of equity. And
this is driving many founders to debt
to further protect their dilution.

Growth stage start-ups with mul-
tiple co-founders are increasingly
looking at venture debt as their own-
ership gets diluted to single digits af-
ter a certain stage.

“Founders are becoming very
sensitive about dilution. They are
open to making the debt component
a portion of the round to protect a
few percentage points of their share-
holding, so that they can raise the
next round at a much higher valua-
tion,” says InnoVen’s Sharma.

Acquisition financing, fuelled by
the rise of ecommerce roll-ups, has
been a major driver for venture debt
in the last 12-18 months. With roll-
ups—firms which acquire ecom-
merce brands with an aim to scale
them up—ticket sizes go up sub-
stantially as they hinge on debt to
complete quick purchases. That has
resulted in a larger requirement and
faster deployment of debt products.

“A typical equity firm can take,
from start to finish even in a very



good scenario, 4-6 months unless
they are one of those hedge funds
which can turn around at a blistering
speed. An equity term sheet is much
more complicated than a debt term
sheet. At a high level, all debt docu-
ments look 70-80 per cent similar.
The language might be different,
but the concepts remain the same.
Everyone knows how the transac-
tion documents look. That’s why it is
much faster than an equity transac-
tion,” says Ankur Bansal, Co-founder
and Director of BlackSoil, a company
which does deals with and without
an equity kicker. It lends through an
NBFC aswell asaventure debt fund.

ENTURE debt stands to gain

if equity becomes more

expensive on account of a
potential correction in the funding
market. When equity slows down,
good companies that need to raise
capital may rethink their strategy
and raise debt instead.

“In the near term, if there is a
correction and equity financing be-
comes more expensive, it naturally
creates room for more debt. Obvi-
ously, debt providers will have to be
that much discerning and disciplined
about the exposure they may want to
take. Thereisalot ofheadroomin the
debt business that still needs to be
serviced,” says Khanna.

Debt deployments are set to grow
leaps and bounds this year as com-
panies that are not doing well would
need more growth capital while
well-performing firms would need
to replenish their war chest to main-
tain the growth momentum. Also,
more and more growth-stage found-
ers are expected to make debt a part
of their funding rounds to balance
out dilution.

However, not everyone needs to
have a term loan. Debt providers are
also exploring differentiated prod-
ucts or strategies. Use-cases are fast

WE SHOWED THAT
THIS [VENTURE DEBT]
IS NOT SO RISKY
ANDITCANGIVE

YOU PREDICTABLE
RETURNS. IT
BASICALLY GOT MORE
PEOPLE EXCITED
ABOUT THIS ASSET
CLASS FROM THE
SUPPLY SIDE

VINOD MURALI

CO-FOUNDER & MANAGING PARTNER,
ALTERIA CAPITAL
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expanding from the realm of working
capital management, runway exten-
sionordilution optimisationtoacqui-
sition financing, receivables financ-
ingas well as order book discounting,
says Vivek Soni, Partner and National
Leader of Private Equity Services at
EY India. “Going forward, new focus
areas could include onward lending
and creative solutions to fund capex
or project financing.”

“At Stride, we have done close
to eight-nine different transaction
structures depending on what busi-
ness we are investing [in] and what
type. You have to make it founder-
friendly today. Beyond helping re-
duce dilution, every founder and
investor wants to know how useful a
debtround canbe for the growth ofa
business. They [venture debt firms]
have tobecome partnersrather than
a provider of loans who collects in-
terest at the end of the month,” says
Stride’s Gandhi.

According to the Stride survey
mentioned earlier, 100 per cent
founders of growth stage companies
are certain of raising venture debt in
2022. “In our view, the outlook for
venture debt as an asset class is very
good, bothin the short-and medium-
term,” says EY’s Soni. “While we
have seen significant growth in both
demand and supply, the realityis that
the market opportunity for venture
debt is significantly larger than what
is currently being serviced. This as-
set classwill grow faster asawareness
increases and start-up founders be-
gin to discover a better understand-
ing of this product. As of now, there
are a handful of firms that are in the
venture debt asset class and over the
next 3-4 years, we expect that num-
ber to increase significantly.”

If the growing trust of investors
and acceptance of entrepreneurs are
anything to go by, venture debt has
well and trulyarrived. BT

@binu_t_paul

| 71



| PHARMA — DRUGS |




SHOT IN

THE ARM

COVID-19 HAS BROUGHT TO THE FORE A SLEW OF TOP-SELLING
DRUGS THAT WERE NOT SO HOT EARLIER

BY NEETU CHANDRA SHARMA
ILLUSTRATION BY ANIRBAN GHOSH

OU HAVE PROBABLY heard
of Dolo 650. The antipyretic—a
medicine used to treat fever and
bodyache—was in high demand
inJanuary 2022, cornering sales
0f51.79 crore or about 23.4 mil-
lion strips, as per Pharmasoft-
tech AWACS, a pharma market
research company. Comparatively,
in January 2021, sales were %18 crore. In the 12-month
period of January to December 2021 Dolo 650 clocked
sales of X417 crore (about 189.4 million strips) as per
AWACS. Thanks to the Covid-19 pandemic, almost every
household today is aware of the drug. Manufactured by
Micro Labs, Dolo 650 was the most prescribed antipyretic
during the third wave of Covid-19. “Whenever there has
been outbreak of viral infections, Dolo 650 has seen spike
in prescriptions and sales. Going by our past experience

during the outbreaks of Chikungunya, H1N1 (Swine
Flu) and Dengue, spike in sales of Dolo 650 during
Covid-19 was expected,” says Jayaraj G., Executive
Vice President-Marketing, Micro Labs. “Also, Dolo 650
found a place in the Covid treatment protocol of every
medical agency. So, we expected a spike bigger than
that of earlier outbreaks.”

But Dolo wasn’t the only regular drug that benefitted
from Covid-19. It was among a range of multivitamins to
antipyretics brands that came to the fore in January 2022,
the peak of the third wave of the Covid-19 pandemic, and
garnered high revenues for their companies. While the
first wave of Covid-19 in April-May 2021 saw differing
prescriptions being issued depending upon the severity
of the infection, the third wave saw a fixed prescription
circulating among patients, carrying a few standard
medicines. Apart from Dolo, Zincovit, manufactured
by Chennai-based Apex Labs, became the most selling

Business Today | 17 April 2022
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multivitamin for managing Covid-19 patients. And Cipla’s
Montair LC became the most prescribed anti-allergic
medicine. In the previous waves, drugs like Remdesivir
and Ivermectin, too, got good revenues.

Emerging Trends

Salil Kallianpur, former executive vice president of GSK
Pharma, and now a pharma industry analyst and con-
sumer behaviour specialist, points to certain trends that
emerged during the Covid-19 waves. “The first trend was
opportunistic brand launches where products like Rem-
desivir, Ivermectin and others suddenly took off as des-
perate people looked for them, hoping that these drugs
would save lives. The most prominent of these launches
was Fabiflu (Glenmark Pharmaceuticals’ brand of Favipi-
ravir). Glenmark clocked X750 crore in less than ayear
for a product that had no scientific basis for use in Covid
patients.” Kallianpur analyses that this trend wasn’t as
prominent during the first wave, probably due tolack of a
set treatment protocol and supply chain disruptions.

The second interesting trend was how (non-Covid-19
treatment) brands established over many decades were
responsible for helping companies continue their growth
in those tumultuous months. “While brands launched
two to three years before the pandemic either lost
demand or felt a drag on growth, the most established
brands jumped in volume sales. Zincovit and Dolo stand
out as examples. This re-establishes my view that strong
marketinginitiatives helped these products gain the trust
of doctors, patients and their families,” says Kallianpur.

For example, Cipla, the maker of Montair LC, in its third
quarter results said that its overall business grew by 13
per cent year-on-year (YoY ) led by sustained momentum
across core therapies and traction in flagship brands,
with modest contribution from its Covid-19 portfolio.
The Market Reflection Report for January 2022 from
IQVIA, an American multinational market and data
analytics company, says Azithromycin oral solids—used
for managing certain bacterial infections ranging from
bronchitis, pneumonia and infections of the lungs often
occurring during Covid-19—saw 250 per cent growth
this January. Among brands, Azithral —manufactured by
Alembic Pharma—ranked No. 1 among the top 25 prod-
uctsinJanuary (in comparison to December ’21), with J73
crore of sales and growth of 27 per cent over December
2021, clearly indicating that the antibiotic was massively
prescribed during the third wave of Covid-19. Apart from
Azithral, among the top 10 brands, Dolo grew 307 per cent
while Calpol, another antipyretic, grew 261 per cent.
Dissecting the trend, Kallianpur says that as overall
inventorylevels reduced due to distributors hesitating to
booklarge orders, they clearly preferred to invest their
working capital in brands that had strong demand and
those they trusted would sell quickly. “Antipyretics like
Dolo became more popular as word of mouth spread in
a situation where people turned to friends, family and
neighbourhood pharmacists for advice. The inclusion of
the product by brand name in the Covid protocol helped
quite a bit, but the new participative nature of people in
their healthcare gave it strong tailwind,” he adds. Kallian-

HEALTHY GROWTH

A range of multivitamins and antipyretics brands
garnered high revenues for their companies

DRUGS THAT SOLD THE MOST
DURING THE SECOND AND THIRD
WAVES OF COVID-19

(March 2021- Feb 2022)

RemdesivirI538 crore
ZincovitI527 crore
Dolo 6503429 crore
Azithral3290 crore
Montair LCI215 crore

Hydroxychloroquine
3194 crore

Molnupiravir 340 crore*

*FIGURE FOR JAN 22 TO FEB 22
SOURCE: AWACS

ILLUSTRATION BY RAJ VERMA

PHARMA

COMPANIES

THAT MADE \/
THE MOST Al
REVENUES R2
DURING &
COVID-19 &

| 2020-21| omFY22
Sun Pharmaceutical ‘ 33,139.18 | 29,040.34

Aurobindo Pharma | 24,557.95| 17,571.21
Cipla | 1898852 16,399.42
Dr. Reddy'’s

Diboratories | 1842020 1853920
Lupin | 14,926.99 | 12,328.29

CONSOLIDATED FIGURES INX CRORE,
SOURCE: ACE EQUITY



pur also says that many brands in the wellness categories
sold quickly. “In that wave, established pharma brands
like Zincovit, Becosules, etc. also became popular.”

“For many years now, healthcare professionals have
trusted the Becosules brand and encouraged the use of
the many products in the portfolio to provide adequate
amount of micronutrients,” says S. Sridhar, Managing
Director of Pfizer Limited, which manufactures Beco-
sules. “The pandemic has emphasised the importance of
preventive health and the need to build immunity. Vita-
min B complex and vitamin C are important for optimum
functioning of our body, which is why we saw an increase
in the use of Becosules during this time,” says Sridhar.

The scenario was quite different in the first half of
2021, when the second wave of the pandemic wreaked
havoc on both patients and the medical community.

At that time, the pharma industry had reasonable
growth on account of Covid-19-related products like
Remdesivir, and vitamins and minerals received a boost
as supplemental products. Pharmaceutical experts
believe thatitalsoled to much better hygiene practices
due to the adoption of Covid-19 appropriate behaviour.
Due to this, the non-Covid-19 acute therapy business
was impacted, but as the second wave started reducing,
people started coming out of their homes and were
exposed to the weather and seasonal changes.

On the other hand, the first wave of the pandemic,
in terms of pharma sales trends, was similar to the third
wave because nobody knew how to treat Covid-19. “The
medical fraternity was not able to putits finger on the

GROWTH
NUMBERS

Azithromycin Oral Solids
observed the highest

growth of for

January 2022

Azithral ranks No. 1 among

the top in

January 2022 .
Dolo grew ina
month, the maximum
amongst the top 10
brands

In the top 10, Calpol,
another antipyretic,
grew inamonth

Azithral has become
the topmost brand
with sales in
January 2022

SOURCE: AWACS

cause and hence wisely chose to treat the symptoms as
best as it could. This period saw exponential growth

in the sales of some very standard medicines like anti-
pyretic drugs and supplements geared towards treating
high grades of fever and boosting immunity. The likes
of Remdesivir, Lopinavir-Ritonavir, Favipiravir, and
such treatments became the primary line of treatment
for critically ill patients,” says Raheel Shah, Director,
BDR Pharmaceuticals, which is one of the manufactur-
ers of anti-Covid-19 drug Molnupiravir.

“Invery critical cases, more potent drugs like
Tocilizumab were also administered for treatment
and yielded positive results. Drug sales have spiked in
the past two years, especially the critical care, OTC
vitamins, and other antibiotics. The trend has contin-
ued, however, post-Covid as clinics have become more
functional, and drug sales of derma and oncological
injectables have also started to pick up,” says Shah.

Will the Momentum Sustain?

The Covid-19 pandemic threw open opportunities for
some drugs, which at one point in time became difficult
to procure such as Remdesvir and some steroid brands

in the second wave, and Dolo, Zincovit and othersin the
third wave. As the pandemic has receded, the popularity
and demand looks difficult to sustain. “Pandemics will
never make a company rich, because pandemics come
and go, so there could be opportunities for very few
companies,” says Satyanarayana Chava, Founder & CEO,
Laurus Labs, adding as an example that Dolo 650 became
popular and almost a synonym for Paracetamol.

Jayaraj holds a view that a similar pattern will show
up in future pandemics, too. “Drugs like Paracetamol,
Azithromycin, Favipiravir, Doxycycline, Corticosteroids
and immune boosters were recommended by Indian
Council of Medical Research (ICMR) for the treatment of
Covid and theleading brands in these segments gained
immensely,” he says, adding that Dolo 650 being the
leader in the Paracetamol market, garnered huge pre-
scriptions and gained immense popularity.

True, but now we are back to the question: Can the mo-
mentum sustain? And the answer seems to be a clear ‘no’.
Data from IQVIA shows that Dolo 650, Azithral and Cal-
pol, which saw spike in sales in January due to the third
wave of Covid-19, are no longer in the top 25 brands in
February,in terms of sales. Instead, the top-selling drug
brand in February was Mixtard, a drug used for managing
diabetes, from Novo Nordisk, a Danish multinational
pharmaceutical company. So, the Covid-19 opportunity
for non-Covid-19 drugs seems to have come and gone, and
is not likely to come back unless there is another wave.
And that is something no one would wish for. BT

@neetu_csharma
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SUPERCOMPUTER

ONAPLATTER

HIGH-PERFORMANCE COMPUTING
IS NOW AVAILABLEON THECLOUD
AS A SERVICE. THAT HAS OPENED
NEW VISTAS FOR ORGANISATIONS
TO MANAGE HIGH-COMPUTE,
CRITICAL APPLICATIONS




The India
User Club

Here are some
early adopters of
HPCaaSs in India

4

Bomd

Tata Elxsi using
Azure HPC capabili-
ties to run customer
simulations

.

B

Academic institutes
leveraging 100,000
free hours of HP-
CaaS by NxtGen
Datacenter & Cloud
Technologies

¥

ERE

Orbo.ai using HP-
Caas for extensive
Al training over huge
image and video
datasets

4

B

CARE Ratings using
Yotta HPCaas for
data analytics pro-
jects to develop
sentiment analy-

sis and predictive
models for its ratings
business

4

Bt

TVS Motor using
HPE GreenLake
HPCaaS on-prem for
testing the
aerodynamics of
two-wheelers

BY NIDHI SINGAL

ILLUSTRATION BY ANIRBAN GHOSH



HENNAI-HEADQUARTERED
automobile major TVS Motor Com-
pany uses high-performance com-
puting (HPC) for running R&D
simulations and testing the aero-
dynamics of two-wheelers, which
allows it to make the vehicles stable
at speed and more efficient, cool en-
gines faster, and achieve better top
speeds, quicker. It has been doing this for, like, forever,
but something changed in 2020. Earlier, TVS would pur-
chase HPC hardware upfront for five-year periods, to be
installed, run and maintained by its own team. As Ran-
jith Radhakrishnan K.C., AVP-IT, TVS Motor Company,
informs us, in this ‘capex’ model, “we had to actually pay
upfront for five years, and when we revised something, we
had to make sure thatitlasted five years”.

In 2020, TVS switched to HPE GreenLake’s HPC-as-a-
Service (HPCaaS),an ‘opex’model perched onits premise.
Ergo, pay per use, and all other attendant cloud benefits.
“Since this HPCaaS model is scaleable, we don’t have toin-
vest in what we may require after two-three years, or even
more,” says Radhakrishnan. “We are able to invest only in
whatever is required for this current financial year.” An-
other perk is the reduction in lead time for ordering new
hardware, which has come down to about four weeks from
eight weeks earlier. “This model enabled us to be much
more nimble as we don’t have to plan two-three months
in advance.” Explains Sinisa Nikolic, Director & Segment

The HPC Market

The HPCaa$S segment of the HPC market is

growing at a much faster speed than other segments

mp HPCaaS market is $4.5 billion globally and
expected to double to $9 billion by 2025

mp HPCaaS in India is expected to grow to around
$102 million by 2025 from $47 million in 2020

m) In 2020, the overall HPC server market glob-

ally was $13.5 billion. In 2025, this is expected

to climb to $20 billion

Globally on-premise HPC market to reach $40

billion with add-on storage, middleware, ap-
plications, and maintenance services

Source: Hyperion Research

The Pricing

HPC on the cloud
comes at very attractive
costs compared to an
on-premise setup

¥

Pl

Most
Economical plan

311,000 per month
Compute power: 4 vCPU,
20 GB RAM, 8 GB NVIDIA
V100 Tensor Core GPUs,
250 GB DISK, vNIC and

up to 10G Network per-
fg‘mance with Unlimited
Data Transfer and Host
Anti-Virus

5

MRl

Most
Premium plan

%1.74 lakh per month
Compute power: 2 x Intel
Xeon Gold 6230 2.1GHz,
20C, 12x64 (768) GB RAM,
2x480 GB HDD, 4x10G &
2x1G NIC, 4 x NVIDIA V100
Tensor Core GPUs 32GB
and full height GPU with
36 months Pro Support

¥

fased)
On-prem setup

An on-premise setup with
tech specs comparable

to the “most economical
plan” above could cost an
organisation upwards of
%50 lakh. There will also be
additional cost factors like
power, cooling, network,
manpower and software
licences

Source: Yotta



Leader, HPC & A, Lenovo ISG, Asia-Pacific: “It is not the
technology that differentiates HPC and HPCaaS, but the
way an organisation uses and funds it—which means it is
either a capex or an opex strategy.”

As TVS’suse case demonstrates, HPC is not your usual
network of desktop computers running ERP or CRM soft-
ware. It is immensely powerful. This power is needed,
say, for drug discovery of Covid-19, which requires run-
ning a few trillion calculations with accurate simulation
and modelling in a short period of time. “HPC conducts
complex calculations at high speeds across multiple serv-
ers, simultaneously. Collectively known as clusters, these
groups of servers are composed of hundreds or even thou-
sands of servers connected through a network,” explains
Sayed Peerzade, EVP & Chief Cloud Officer, Yotta Infra-
structure, a managed data centre service provider. Many
times, HPC networks are actually networks of supercom-
puters. Globally, such systems are used in multiple high-
compute areas suchas semiconductor design, streaminga
live sporting event, oil and gas simulations, genomics,etc.
India, too, has been using HPC in weather and disaster
forecasting, academic research, etc., for decades.

We know what you'’re thinking—such systems are ex-
pensive. Installing HPC systems can cost anywhere be-
tween $25,000 and $1 billion, plus operational and main-
tenance costs. That’s costly and complex, both factors
influencing companies’ tech departments to veer towards
HPCaaS. “HPCaaS removes some of the complexities of
designing and deploying an HPC data centre, as well as
running optimised HPC applications,” explains Alex Nor-
ton, Research Director, Lead AI and Co-Lead Cloud Ana-
lyst at Hyperion Research. Available as a service through
on-prem or in the cloud, on a monthly subscription model
(eliminating upfront investment), it makes compute-in-
tensive processing possible for enterprise and academia.
In HPCaaS, all the HPC infrastructure including switch-
ing, routing, internet bandwidth, intrusion protection sys-
tems, etc., are managed and delivered by vendors as a part
of the subscription. Scaling up, and incremental payment,
is flexible based on an enterprise’s workload change.

According to Hyperion Research, the on-premise HPC
server market was $13.5 billion in 2020 globally, projected
to grow to nearly $2.0 billion by 2025. Include add-on stor-
age, applications, and maintenance services, and the on-
premises HPC market is expected to reach $40 billion
by 2025, from $26.3 billion in 2020. On the other hand,
HPCaaS worldwide is around $4.5 billion today and is ex-
pected to double to $9 billion by 2025. In India, on-prem-
ise HPC spend is around $400 million a year, projected to
reach $60o million ayear by 2026. As for HPCaaSin India,
itis expected to grow to an estimated $102 million by 2025
from $47 million in 2020. “HPCaaS is growing in India,
but slightly slower than the rest of the world,” says Norton.

| TECHNOLOGY — HPCAAS |

AS HPCAAS IS
STILL NASCENTIN
INDIA, PLAYERS
ARECOMING UP
WITH NEW WAYS
TO BRING AWARE-
NESS & INCREASE
ADOPTION

Industry Adoption

Earlier, supercomputers were largely used for nuclear test
simulation, mapping the human genome or resurrecting
dinosaurs in movies, and reserved for government and

medical researchers, academics, and innovative movie- | 79

makers. But the rise of data-intensive technologies such
as artificial intelligence (AI) and machine learning (ML),
which require massively parallel compute (MPC) capa-
bilities, has resulted in a wide range of organisations ex-
amining HPC solutions. These are being used for varied
cases such as computer-aided design and engineering,
autonomous driving, production optimisation, predictive
maintenance, drug discovery, precision medicine, fraud
and anomaly detection, treasury and trading analytics,
Internet of Things (IoT), smart cities,and more.

While HPCaaS follows a cloud-based delivery model,
these sophisticated systems feature an advanced com-
bination of hardware as well as software. The key hard-
ware for this includes high-performance CPUs, fabric,
memory and storage, networking components, plus
accelerators for specialised workloads. This high-per-
formance infrastructure at the core is backed by data
connectivity and redundant availability. HPC platform
software, libraries, optimised frameworks for big data
and deep learning, and other software tools, are value-
adds one gets access to while signing up for HPCaaS.

What’s the outcome? Stunningly complex work can
be done, relatively affordably, on the cloud. For example,
Samsung Electronics is providing its fabless customers
a virtual environment—Samsung Advanced Foundry
Ecosystem (SAFE) Cloud Design Platform (CDP)—to
design chips in the cloud in collaboration with Rescale.
By adopting CDP, Samsung’s customers can reduce the
burden of building their own server infrastructure,
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while flexibly utilising additional computing power re-
quired for chip design and verification.

Cool, right? Yes,butin case youare wondering, HPCaaS
has extended its reach beyond such exotic applications to
the relatively mundane. A leading private sector bank in
India has opted for HPCaaS for algorithms such as quick
loan approvals and fraud detection in loans to industry.
CARE Ratings uses HPCaaS for data analytics projects to
develop sentiment analysis and predictive models for its
ratings business. “As neural network models recommend
GPU-based processing, we use HPCaaS in the develop-
ment of neural network-based deep learning models,”
says Tarun Bangera, Head-Data Science & Analytics,
CARE Ratings. “The high-performance cloud-based en-
vironment has helped us develop a scaleable framework
for building AI/ML models, ultimately helping us in dis-
tributing workloads seamlessly. Cloud computing has en-
abled us to automate complex, repetitive, high-process-
ing tasks without any human intervention.”

Som Satsangi, SVP and Managing Director of HP-
CaaS vendor Hewlett Packard Enterprise, India, says:
“In the recent past, there has been a steady shift of HPC
to the cloud, which has been the fastest-growing part
of the HPC market. It becomes difficult for enterprises
to manage infrastructure because of the rate and pace
of change in technology and the skills needed to oper-
ate on-premises HPC. So, instead of buying technology,
theyare looking to use it as a cloud service.”

Technology consulting companies, too, are leverag-
ing HPCaaS. Tata Elxsi, which
provides technology consulting,
product design and development
services to organisations glob-
ally, is leveraging a cloud-based
HPC solution as it found it far
more feasible in the context of
service to clients, sales closures
and timely deliveries, apart from
other usual benefits of a cloud
model. “The systemgoes through
many upgrades over the years as
technology evolves, resulting in
additional costs incurred every
few years to maintain an up-to-
date physical infrastructure. The
on-cloud HPC on (Microsoft’s)
Azure was amuch better option,”
says Sagar MSV, the company’s
Manager-Transportation Design
& Engineering.

Microsoft is making its HPC
services available through the
Azure portal and marketplace—

Azure Cycle Cloud and Azure Batch. “These services are
free touse, and customers pay for the underlying compute
to use with these services. The overall cost depends on
the customer use case, workload, and the time duration of
running those workloads on Azure,” explains Shivir Chor-
dia, Azure Business Group Lead, Microsoft India. In India,
Microsoft says it has improved time to market with faster
solve times for a large engineering services organisation,
enabled a large engineering university to run molecular
simulation workload, and enabled researchers in a large
organisation to focus on innovation and research, taking
away the overheads of running HPC clusters on-prem.
HPCaaS is proving to be a boon for enterprises and
start-ups relying heavily on ATand ML. Orbo.ai,an ATand
computer vision-based platform focussed on image en-
hancement and automation, has to perform extensive Al
training over huge image and video datasets. This train-
ing requires compute-efficient systems that can run for
days without any interruption. Currently, the company
is training Al for hair segmentation, face landmarks, sig-
nature matching and foetus scan enhancement on Yotta’s
HPC virtual machines. “We have been using HPCaaS
since the past seven months, and we are deriving two di-
rect benefits from it—uninterrupted system availability
for our Al research team, and cost savings,” says Md Dan-
ish Jamil, Co-Founder and Technical Lead, Orbo.ai.
AsHPCaaSis stillnascentinIndia, playersin this space
are experimenting with new ways to bring awareness and
increase adoption. Bengaluru-based NxtGen Datacen-

Industry Possibilities

HPCaa$S can be used across multiple industries.
Here's a sampling

) BFSI: Load approval, detecting abnormalities
and intrusion attempts in real time

) Healthcare: Computationalcl)ower can help

process acceleration and reduce discovery
time in research and drug discovery

=) Smart Energy Grids: Can provide enormous
computing power to optimise and maintain
energy efficiency in real time

= Manufacturing: Can help in quickly analysing
data and provide autonomous capability

m) Education: Help in research and innovation




It becomes difficult for enterprises to
manage infrastructure because of the
rate and pace of change in technol-

ogy and the skills needed to operate
on-premise HPC. So, instead of buying
technology, they are looking to use it as a
cloud service

SOM SATSANGI
SVP and Managing Director, Hewlett
Packard Enterprise, India

HPCaas is growing in India, but
slightly slower than the rest of the world

ALEX NORTON

Research Director, Lead Al and
Co-Lead Cloud Analyst,
Hyperion Research

It is not the technology that differenti-
ates HPC and HPCaasS, but the way an
organisation uses and funds it

SINISA NIKOLIC
Director & Segment Leader, HPC &
Al, Lenovo ISG, Asia-Pacific

ter & Cloud Technologies is offering 100,000 free core
hours of accessing HPCaasS for educational and techni-
cal institutes. “More than 10 prestigious institutes are
running multiple complex job runs on the cluster con-
suming more than 50,000 to 70,000 core hours each,”
says Rajesh Dangi, Chief Digital Officer, NxtGen Data-
center & Cloud Technologies, adding that most of these
institutes are already in advanced discussions for long-
term contracts with the company.

The Cost Benefit

Instead of investing millions, HPCaaS can be accessed
for a starting price of as low as 11,000 per month, which
could runinto afewlakhs depending on the configuration
and workload. Yotta’s mostbasic Ecoplan startsat<11,000
with unlimited data transfer and host anti-virus. And its
most high-end offering—Baremetal Premium—is avail-
able for J1.74 lakh per month (see The Pricing for details).
The company says these plans are capable of handling dif-
ferent kinds of workloads. The Eco configuration is tar-
geted at students and academics who use legacy compute
(old technology, computer system or application, related
to an older or outdated computer system). And premium
plans are designed for industrial and enterprise use, for
example, manufacturing industries using AI for produc-
tion, or financial services companies working on analysis
of big data and real-time fraud detection, among others.

A big concern that HPCaaS addresses is security, as
it typically follows the same checks and balances as any
other application being served through the cloud. Using a
consumption model, especially through external provid-
ers,isatwo-way street. “Both the user and the vendor have
a significant role to play in securing the cluster. Securing
data and IP become key areas that need special attention,
and encrypting the data while at rest and in flight play a
keyrolein securingthe same,” explains Manish Gupta, Se-
nior Director and General Manager, Infrastructure Solu-
tions Group, Dell Technologies, India. HPCaaS providers
follow a strict security and protection protocol and, as a
result, many companies who started with HPC on-prem-
ises, tend to supplement their workload with HPCaaS.

Which brings us back to TVS Motor. The company
has moved 25 per cent of its HPC workload to HPCaasS,
and as the existing HPC cluster reaches the end of its
life, the newer clusters will be taken on HPCaaS. Given
that TVShashad ahistoryof using HPC on-premise, you
would be forgiven for thinking that TVS would be more
capable of leveraging HPCaaS. Does that mean others
who have not used HPC before, can’t use HPCaaS? Just
the opposite holds true. That’s the beauty of the cloud-
based approach. BT

@nidhisingal
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TILL A FEW YEARS AGO, A VERY ‘

SMALL FRACTION OF
INVESTORS SAW POTENTIAL IN  "
NFTs. BUT IN 2021, THE

MARKET OPENED UP TO'4
MASSIVE NFT PITCHES |
GLOBALLY. IS THIS A PASSING

I '._lll.

FAD, OR WILL THE &

GROWTH CONTINUE?

BY TEENA JAIN KAUSHAL
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DECADE AGO,
you’d have scoffed
at the idea of a
wedding in virtu-
al space. Not any-
more. A Chennai-based couple recent-
ly celebrated their wedding—Asia’s
first on the metaverse—where people
interacted through their avatars. Even
the bride’s late father attended!

That’s not all. The couple also
launched non-fungible tokens
(NFTs) featuring them and the
wedding invitation. “We launched
10 unique NFTs of around $25-150
which were resold for $1,000-2,000.
Theresponse washuge,” says Dinesh
Kshatriyan, the groom, whoisa proj-
ectassociate at IIT Madras.

NFTs have come a long way from
the time when only celebrities creat-
ed and sold them for millions. “NFTs
are slowly but surely becoming a part
of our everyday lives. Not only are
NFTs a great business opportunity,
they are also a new way for people to
enjoy themselves while making mon-
ey. That’s why NFTs are here to stay,”
says Toshendra Sharma, Founder
and CEO, NFTically, a Polygon-
backed NFT marketplace.

As the world embraces the meta-
verse, NFTs will become the thing
to own. “Owning an NFT would give
people access to certain exclusive
things in the metaverse... Collec-
tors can access unique and credible
artworks in the form of NFTs from
around the globe. Since the NFT mar-
ket is booming, some collectors are
also looking at NFTs as a long-term
investment option,” says Sandesh B.
Suvarna, Co-founder and Vice Presi-
dent, WazirX NFT Marketplace.

WHY ARE PEOPLE BUY-
ING JPEGS AND GIFS?
You’ve heard of the deed that rep-
resents a house without being the
physical house? That’swhat NFTs do.
It is a type of programmable deed of
ownership to an asset that existsona
blockchain. This digital deed gives its

POPULARNFTTYPES

COLLECTIBLES

A limited set of NFT art,

items, or cards with
varying attributes and scarcity.
Collectibles are popular partly
due to standard attributes across
a collection, enabling rarity in
valuation models.

NFT ART

Digital content including

images, music and
videos. Sometimes there is a
physical item accompanying the
NFT, but this is not necessary.

METAVERSE

A network of virtual

environments in which
people can interact with each
other, digital objects, and the
physical world through their
avatars. Virtual land purchases in
metaverse platforms attract some
of the highest valuations.

SPORTS

NFTs are used to represent
sports collectibles, community
participation rights and event ticketing.
Many of the collectibles represent
highlight moments from games that
users can trade, similar to physical
sports trading cards.

GAMING

Gaming NFTs represent in-

game assets such as items and
property, which have functional uses
in the virtual world. Applications are
becoming increasingly sophisticated
as in-game economies and ‘play-to-
earn’ monetisation models mature.

UTILITY

Utility NFTs provide the
owner with some functional
or monetary rights, usually in a digital
platform context. Domain names
and insurance NFTs are two popular
applications today.

Source: Cointelegraph report

holder the exclusive ability to use, sell
and transfer the asset’s ownership
rights. Here, an item can be made
unique by giving it a code and the
‘digital deed’ or token—which can-
not be replicated—proves one’s own-
ership of that digital asset.

NFTs can offer anything from
GIFs to digital art to static images.
The USP of an NFT is that it is used
to prove ownership of a digital item;
The use-cases for NFTs—run on
blockchains such as Ethereum and
Matic—are varied. An NFT can be
looked at as an authentic digital art
piece or an asset which can be used to
earn cryptocurrency in games. Art-
istsalsouse them to prove ownership
of their digital art, which often in-
cludes JPEGs or GIFs, paintings, au-
dio orvideo files, or any other type of
digital file, says Vikas Ahuja, CEO at
crypto trading platform CrossTower
India. The file is stored in decentral-
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ised storage and an NFT can be cre-
ated to prove its ownership. “From
digital art to ticket sales, music, col-
lectibles, luxuryitems,and gaming—
NFTshave the potential to transform
the way we interact,” he says, adding
that India’s NFT market had the po-
tential to grow to $1 trillion-plus.

NFTshave also created a second-
ary market for the sale of digital as-
sets. This allows NFT collectors,
justlike creators, tolistand sell their
NFTs on a marketplace. Every time
the token changes hands, aroyaltyis
paid to the original creator.

“NFTs provide a way to create
and trade digital assets that are not
subject to the same volatility as cryp-
tocurrencies. While this may seem
like a minor distinction, it opens up
a world of new possibilities for the
usage of these tokens,” says Kyle
Fernandes, CEO and Co-founder of
Meme Chat, a social networking app.



HOW TO SELL YOUR OWN NFTs

1

SET UP ONLINE WALLET

Platforms such as NFTically allow MetaMask or any
Ethereum-based wallet using WalletConnect

CREATE STORE

Navigate to ‘create store’ toggle on the website to be
redirected to your dashboard and set up your own store

LIST ON THE MARKETPLACE

Customise the store according to your preference, give
it a name and list it on the marketplace

MAKE YOUR OWN COLLECTION

listing

2/
3
A
D

SELL YOUR NFT

Choose any digital token to upload and mint. Provide
name and description. Then set price and post your

As you hit the create button, the token gets its own

smart contract and is sent to the blockchain free of
charge. Pay the transactional fee, called gas fee, for
minting your digital token. Your collection now becomes
available on the marketplace for anyone to purchase

Source: NFTically

WHAT’S IN

IT FOR BUYERS?

According to a Cointelegraph Re-
search report, $1,000 invested in
Bitcoin in 2017 would have given
returns of more than 16x now. Com-
pare that to the 125,000x return on
$1,000 invested in an imaginary
portfolio of NFTs comprisinga small
fraction of all NFT's ever sold on the
Ethereum blockchain. However, the
report adds that it isn’t possible to
create this portfolio as the calcula-
tion assumes that the $1,000 was
distributed evenly among the NFTs
available at the start of each project.
The growing popularity of NFTs
is reflected in its numbers. “Earlier,
a very small fraction of investors
saw potential in NFTs but 2021 led
to a complete U-turn as the market
opened up to massive NFT pitches
with a record $2.5 billion in sales
globally. As per Google Trends

data, in August 2021, global interest
for NFTs rose by 426 per cent with
people showing a lot of interest in
buying NFTs,” says Tarusha Mittal,
COO and Co-Founder, Oropocket, a
digital assets investment platform.
Experts say this trend will continue.
NFTs have also emerged as a pow-
erful branding and marketing tool
as it helps expand the fan base of a
brand by allowing consumers to own
a piece of it. For example, MG Motor
India announced 1,111 tokens as part
of its digital marketing initiative in
December. Mahindra & Mahindra
hasalso recently announced its entry
into the NFT space. “When an NFT
from a big automaker is released, it is
looked at as an authentic digital art
piece from the maker. So, the value
increases because of the demand
from users,” says Ketan Surana, Co-
founder and CFO, Coinsbit India, a
cryptocurrency exchange.
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WHAT CAN GO WRONG?
The NFT space is not devoid of
challenges. Sometimes, prices are
driven by speculation than by val-
ue. Moreover, price manipulation
from insider trading, influencers
and other deceptive practices are
common. “Beeple’s $69-million
NFT, for example, is arguably over-
valued due to price manipulation
from the purchaser MetaKovan,
who purchased a large number of
Beeple’s works prior to this record-
breaking auction. Shortly thereaf-
ter, MetaKovan launched the B.20
fund, which included fraction-
alised Beeple NFTs,” says Cointele-
graph Research.

Another challenge is the uncer-
tainty in determining an NFT’s
price. Value is mostly governed by
the ‘hard-to-get’ factor. Also, there’s
no legal definition of NFTs glob-
ally, with countries such as the UK,
Japan, and the EU moving ahead
with different approaches to classify
them. “The popularity of NFTs has
also increased the chances of cyber
threats. [There are] plenty of cases
where replicas of the original NFT
stores are put up on the internet,”
says NFTically’s Sharma.

Another risk is when someone
impersonates a famous artist and
sells fake NFTs. Shill bidding is an-
other risk, where prices are artifi-
cially inflated by bidders who do not
intend towin the auction. This could
be in collusion with the marketplace
or with the NFT vendor. Add to that
the recently levied flat 30 per cent
tax on gains made from NFTs, and
the 1 per cent TDS to be paid on the
transactionvalue by the buyer which
make many in India jittery about in-
vestingin NFTs.

While the NFT market has been
growing at a rapid pace, many are
still wary of entering it because of the
speculative mania around its value.
One needs to be extra careful when
divinginto thisunregulated space. BT

@Teena_Kaushal
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Mumbai-based
Eleftheria won a silver
rating at the World
Cheese Awards held
in Spain in November

last year for its brown
cheese Brunost
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CHELSE!

Cheese is finally coming of age in India
with various artisanal brands providing
soft and hard cheeses that hold their own
against their western counterparts

BY SMITA TRIPATHI

HIRTY-FIVE-YEAR-OLD advertising professional Nandini Dhingra
isa self-confessed ‘cheese-aholic’. “I can have cheese any time
of day and night,” says the Bengaluru resident. Her current
favourite cheese is called Ode to Chennai—ayoung Cheddar
rubbed with milagai podi (gunpowder). The unusual cheese is the
brainchild of artisanal cheese maker Namrata Sundaresan who
along with her partner Anuradha Krishnamoorthy founded Kése
in Chennaiin 2016. Kése does a variety of cheeses with a desi twist
such asa Pecorino (an Italian sheep-milk cheese) infused with fennel, or a goat cheese
thatiswrapped in fresh turmeric leaves and then aged for a couple of weeks. “In India
we have a very good understanding of spices. So why shouldn’t we use it,” says Sundar-
esan who gave up a 13-year-long corporate career to turn full-time cheese maker.
Uttarakhand-based Darima Farms offers a cheese called Chilli Bomb that is
basically ahard cheese infused with red chillies from Jaisalmer. At Mumbai-based
Eleftheria Cheese, artisanal cheese maker Mausam Jotwani Narang has crafted a
condiment cheese infused with Himalayan pink salt and rubbed with Kerala black
pepper. While that is a popular cheese, it is her take on the Norwegian-style brown
cheese Brunost that won her a silver rating at the World Cheese Awards held in Spain
in November last year. It’s the first time an Indian cheese won the award, popularly
known as the cheese Olympics. The awards had over 4,000 entries from 49 countries.
“Our Brunost is pretty reminiscent of the Indian sweet peda. It’s made with Indian
milk and Indian whey so it has its own indigenous flavour,” says Narang who also gave
up a corporate career to turn cheese maker. She set up Eleftheria (it means freedom
in Greek) in 2015 after having made cheese over the weekends for a couple of years
while working with a tech multinational. It all started because she wanted to eat good
cheese with her bread, the way she had while doing her Masters in the UK. Having not
easily found anything she liked, she just started making it on her own. “A hobby that
turned into a passion and then an obsession,” she says.
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While Indiais the second largest
producer of milk in the world, we have
never been a cheese-eating nation,
with the exception of paneer or cot-
tage cheese that’s almost a staple of
North Indian cuisine. For decades
cheese for ushas meant Amul or Bri-
tannia cheese tins. And if you wanted
totryanything else you needed to rely
on expensive imported cheese.
However, recently the Indian
market and our palates have shifted.
Over the last few years there has been
amushrooming of artisanal cheese
makers across the country. Now
gourmet stores such as Foodhallin
Mumbeai, Delhi and Bengalurukeep
avariety of locally made mozzarella,
burrata, gruyere, feta, etc., besides the
ones inspired bylocal ingredients.
Infact, the pandemic sawan
increased demand for cheese platters.
With more and more people enter-

taining athome, the cheese platter
became extremely popular.

“New trends such as keto have
also been a big contributor. Cheese
as a product works very well with
aketo diet,” says Arvind Chawla,
Co-founder of Darima Farms which
has an annual production of over 20
tonnes and ships pan India through
their website.

“There was always a variety of
cheese available but it was prepos-
terously expensive. Now with local
cheese makers, the cheese market
will just continue to grow as and
when people familiarise themselves
with these different products...
[and] they will want more of it,” says
chef Manu Chandra, Co-founder of
Bengaluru-based Begum Victoria
cheeses that came aboutin 2018. The
cheese making facility is located on
Victoria Road in the heart of Bengal-
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uru and hence the name. Begum Vic-
toria primarily focusses on crafting
unique small-batch cheeses. Their
double-cream brie is a top seller, as
also their truffle brie. “We use real
truffle. It’s a premium product but
thereisademand for it and it sells
out rather quickly,” he says.

Adds Prateeksh Mehra of Spot-
ted Cow Fromagerie: “People have



become more conscious of local

produce. In the West youare used to
going to adairyand picking up fresh
cheese. Here you are eating imported
cheese out of a tin can and since our
cold chainisn’t the best, imported
stuff faces those challenges as well,
not to mention the carbon footprint.
Mehra, whois a food photogra-
pher, set up Spotted Cow in Mumbai
in 2015 with hisbrother Agnayasa
passion project in his basement. He

»

1. Kase started as
asocial enterprise
to skill hearing-
impaired girls.
They also work
with herding
communities in
Rajasthan and
Gujarat

2. Spotted Cow
doesn’t believe in
Indianising the
cheese. Its tag line
is ‘Frightfully close
to European style
cheese’

3. Begum Victoria
only uses
responsibly-
sourced A2 cow’s
milk

4. Darima has
impacted a dozen
villages through
milk aggregation
and women’s
empowerment

used to brew beer at home and wanted
to pair good cheese but encountered
the same problems as Narang. Today
Spotted Cow ships pan India through
their website and is also available in
leading gourmet stores across the
country. Their mozzarella and burat-
taare top sellers. Theyhave also intro-
duced a typically French ash-coated
goat cheese. While most of these play-
ers focussed on institutional sales, the
pandemic resulted in them changing
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plans. Spotted Cow, for instance,
earlier supplied 8o per cent of its
produce to institutions but now
retail and direct-to-consumer is
growing significantly. Similarly,
Eleftheria supplied 100 per cent
toinstitutions but set up its web-
site in 2020 and now ships across
Mumbai and Pune. “We have our
own fleet of delivery vans and
we manage the last mile delivery
ourselves. We take care of the
integrity of the cheese,” says
Narang. For Darima too, nearly
80 per cent today is direct-to-con-
sumer. “Covid-19 also changed
the consumption trends. It really
increased our engagement with
customers directly. They were
comfortable buying from brands
that were more personalised
instead of just supermarkets,”
says Shruti Golchha, Co-founder,
Begum Victoria.

While customers are happy
to have more variety of cheese
available either at neighbourhood
gourmet stores or delivered home,
restaurateurs who work with
artisanal cheese are also pleased.
Mumbai-based The Bombay Can-
teenand O Pedro use cheese from
Eleftheriaand Begum Victoria.
Says Hussain Shahzad, Executive
Chef: “With artisanal cheese
there is scope for evolution. For
instance, aburrata can be hand-
crafted inaparticular grammage
as per my requirements.”

On the other hand, Tarun
Sibal, chef and restaurateur, Ti-
tlie Goa and Street Storyss Ben-
galuru feels that “a Parmesan is
a Parmesan, irreplaceable and so
is the case with any GI-protected
product.” However, he adds that
the local cheese produce hasim-
proved drastically and the space
haslivened up.

With more variety and acces-
sibility, most of us are definitely
saying ‘cheese’. BT

@smitabw

| 89



90 |

| THE GOOD LIFE — TECH TONIC |

THE YEAR OF
GADGETS

The first three months of 2022 have already seen some big tech launches,

with many more in the pipeline. A look at the ones we liked

Amightydesktopinacompact

package, eh? So, what’s new? First,

it’sthe brand new Mac Studio;
second, it’s powered by the M1
Ultra processor—which has114
billion transistors,the most ever

in a personal computer chip; third,

itisjust3.7-inchhighand can
slide under most displays. And
despite the compactsize, Apple
doesn’t scrimp on connectivity
ports:the Mac Studio has four
Thunderbolt 4 portsto connect
displays and high-performance
devices,a10Gbps Ethernet port,

BY NIDHI SINGAL

'APPLEMAC
STUDIO (M1
ULTRA)

33,89,900

This compact
desktop can carry
_outtasks that many
N full sized computer
can't

plays back18 streams of ProRes video without breakingintoa

two USB-A ports,an HDMI port,
and a pro audio jack to connect
high-impedance headphones or

sweat—stuff other desktops can’t. You can pairthe Mac Studio with
the just-launched Studio Display (prices start at31,59,900).Itfeaturesa
27-inch 5K Retina display,a 12MP Ultra Wide camera with Center Stage,

external amplified speakers. This
pocket Hercules renders massive
3D environments with élan and

and ahigh-fidelity six-speaker sound system with spatial audio.

Available on apple.com/in
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GARMIN
INSTINCT 2
SOLAR

346,990

Ifyou love the
outdoors and are :
health conscious, this
watch is for you £

KEEP

This one's for the
outdoorsy types.

Withitsrugged build,

the Solaris great for
tracking workouts
and activities like
treks, swimming,
cycling, rowing, ski-
ing and evenyoga.
The high-resolution
easy-to-read dial is

protected by achem-
ically strengthened
material and scratch-
resistantglass. The
watch has been built
to military standards
forthermaland
shockresistance and
is water resistant up
to100 metres. The
Solar comes witha
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NG TRACK

plethora of health
monitoring systems.
It also offers unlim-
ited battery lifein
smartwatch mode,
provided itis worn
inthe sunforaround
three hours.

Availableon
garmin.co.in



The Alternate

Flagship

Arguably the mostawaited
launch for this time of the
year, the OnePlus 1o Prowill
compete withthe Samsung
Galaxy S22 Ultrahead on.
Powered by the Qualcomm
Snapdragon 8 Gen1processor
pairedwith12GB of RAM, the
device cansmoothlyhandle

ONEPLUS
10PRO

This device
promises top-end
specsinauser-

friendly package

multi-taskingand
graphics-heavygaming.
Thenthere’sthetriple
camerasetup, co-
developed with camera
brand Hasselblad. The
setup comprisesa48MP
primary shooter,a 50MP
wide-angle camera
» and an 8MP telephoto
|shooter. The 6.7-inch
QHD+LTPOdisplaywith
120Hzrefreshrateand
peakbrightness of1,300
nitsisanotherhighlight.
Plusthe 5000omAh
battery supports 8oW
rapid chargingaswellas
5o0Wwireless charging.

To be available on:
oneplus.in

HYBRID WORK

The Surface Laptop Studio
brings together the power
of adesktop inthe portable
formfactor of alaptop. With
a14.4-inch PixelSense Flow
touchscreen120Hz display,
it features Quad Omnisonic
speakers with Dolby Atmos.
The Surface SlimPen 2

magnetically attaches
(and charges) underneath
the keyboard. Running
Windows 11, the Studio

is powered by 11th Gen
Intel Core H processors
and features Thunderbolt
4. The higher end op-
tioncomes with NVIDIA
GeForce RTX GPUs. This
is the most powerful Sur-
face ever built.

Available on:
microsoft.com/en-in/

MICROSOFT |
SURFACE
LAPTOP STUDIO

Get the power
of adesktop on
alaptop, with the
convenience
of atablet

BUSINESS
SHOOTER

This device is the
perfect blend of
Samsung’s two
flagships—the
Galaxy S and

the Galaxy Note.
Available in a
brand-new colour—
burgundy (it is also
available in black
and white colours)—
the design shows
its Note legacy with
the stylus, the S
Pen, housed at the
bottom left edge
of the device. The
highlight of the
Galaxy S22 Ultra

is the 6.8-inch
display, which has a

resolution of 1,440 x
3,088 p and 120Hz
variable refresh rate.
The other standout
features include

the processor—a
Qualcomm
Snapdragon 8
Gen1SoC paired
with 12GB of RAM;
and the quad-
camera setup. This
comprises a 108MP
wide-angle shooter,
a 12MP ultra-wide
shooter, and two
10MP telephoto
cameras at the rear.

Available on:
samsung.com/in
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DECRYPTIN
CRYPIO

THE BUSINESS TODAY CRYPTO
CONCLAVE, HELD IN NEW
DELHI, SAW AN ASSORTMENT
OF POLICYMAKERS, CRYPTO
INDUSTRY STAKEHOLDERS,
AND INDEPENDENT EXPERTS
DEBATE ON THE WAY FORWARD
FOR THE DISRUPTIVE
TECHNOLOGY ININDIA

BY ALOKESH BHATTACHARYYA
PHOTOS BY KUSHAGRA WADHWA

RANY
SHANKAR
PRASAD

@bt CR
% CONC

POWERED BY

CoinDCX
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TOP Rajeev Chandrasekhar (right), MoS for Electronics and IT; and skill development and entrepreneurship with Business Today
Editor Sourav Majumdar; BOTTOM BJP MP Ravi Shankar Prasad (left) with Siddharth Zarabi, Managing Editor, Business Today TV
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CRYPTO, CRYPTO, CRYPTO... the
craze is all around us. This craze
is matched only by the obscurity
and worry that accompanies this
new ‘asset’. So, when Rajeev Chan-
drasekhar, Minister of State for
Electronics and Information Tech-
nology, calmly announced that ev-
eryone is free to invest in crypto as-
sets through an RBI mechanism, the
sigh of relief was palpable. “The Lib-
eralised Remittance Scheme (LRS)
is the easiest way for an individual to
invest in any asset he or she wants.
And there is no disqualification
fromanybody owninga cryptoasset
as part of his portfolio of assets.”

This was probably the high point
of the Business Today Crypto Con-
clave, which witnessed a series of
stimulating debates around crypto
assets on a pleasant March day at
The Oberoi in New Delhi. The event
was presented by CoinDCX.



BJP MP Ravi Shankar Prasad,
a former Union minister of Law,
Communications and IT, began the
day by emphasising that crypto and
blockchain are not the same: “We
have never been against blockchain;
in fact we encouraged blockchain
technology, I think it will be and
should be encouraged.” On crypto
assets, he said the government is still
consultingvarious stakeholders,and
momentum would pick up verysoon.

Next, former chief economic ad-
visor Krishnamurthy Subramanian
pointed out that it is unlikely that
the central bank digital currency
(CBDC) will be a large part of the
broad money (bank money or depos-
its) in the economy. Instead, CBDC
will be part of the narrow money
(existing physical currency). “We
have tobe very careful because when
you are talking about monetary pol-
icy, we are actually talking about the

1. Aroon Purie,
Chairman and Editor-
in-Chief of the India
Today Group, with
Rajeev Chandrasekhar

2. (From left) Rahul
Kanwal, ED, Business
Today and News
Director, TV Today
Network; BJP MP Jayant
Sinha; Shiv Sena MP
Priyanka Chaturvedi;
BJD MP Pinaki Misra;
and former Congress
MP Rajeev Gowda

3. Krishnamurthy
Subramanian, former
chief economic advisor
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broad money. Broad money is creat-
ed when banks give out loans,” said
Subramanian, now a professor at the
Indian School of Business.

The event then moved to one of
the most exciting themes of digital
assets—NFTs or non-fungible to-
kens. A wide range of celebrities are
minting NFTs to engage with their
fansand make good money. The pan-
ellists, however, felt that much more
can be done. “In India, 25 per cent of
the Supreme Court cases and 66 per
cent of all civil cases are of land dis-
putes. Imagine if all the land records
wouldbe mintedas NFTs. Alotofthe
court’s time would be saved,” said
Kashif Raza, Founder of Bitinning.

The NFT session was followed by
anintense debate on blockchain and
crypto. The discussion moved from
the promise of Web 3.0 to a parallel
financial system created by crypto
tomuch more. Akey point discussed
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TALKING CRYPTO 1. Aabha Bakaya, Senior Editor & Presenter, Business Today TV, with Kashif Raza, Founder, Bitinning;
Co-founder & CEO, RARIO 2. Sourav Majumdar with Neeraj Khandelwal, Co-founder, CoinDCX; and Sumit Gupta, CEO & Co-
uTrade Solutions; Nikhil Chinapa, Co-founder, 0xdotTV; and Deepak Bagla, MD & CEO, Invest India 4. Siddharth Zarabi with
Court, and Founder, Cyber Saathi 5. Aabha Bakaya with Jagdish Mitra, Chief Growth & Strategy Officer, Tech Mahindra; N.S. Rajan,
Shri Vishwakarma Skill University 6. Aayush Ailawadi with L. Badri Narayanan, Executive Partner, Laxmikumaran & Sridharan;

was how cryptos and blockchain
have developed a decentralised
mechanism of incentivising people
into forming communities. At the
same time, much more can be done.

The stage was then set foraheart-
to-heart ‘exchange’ with Sumit Gup-
ta, CEO and Co-founder, and Neeraj
Khandelwal, Co-founder of CoinD-
CX, a crypto exchange. The session
saw the duo shield some tough ques-
tions from Business Today’s Editor
Sourav Majumdar. They expressed
concern that the provisions of the
new crypto tax law, introduced in
Budget 2022, could lead to trading
activity moving away from home-
grown exchanges. “Countries like
Dubai and Thailand are in the pro-
cess of becoming crypto hubs be-
cause of the positive regulations,and
are attracting a lot of investments as

SOME
PANELLISTS
FELT INDIA IS
MISSING OUT
ON THE
ECONOMIC
BENEFITS OF
THE CRYPTO
INDUSTRY
DUE TO THE
GOVERNMENT'S
CAUTIOUS
APPROACH
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well as talent. India should be able
to harness this potential to build ap-
plications on blockchain technology
if we have a favourable regulatory
environment. Under the current tax
provisions, the trading volumes are
expected todryup,” said Gupta.

But then, where are the block-
chain specialists going to come
from? That was the peg of the next
panel discussion on skilling for
disruptive technologies. “Out of
the 2 million-odd IT skilled profes-
sionals, only 5,000 are blockchain
professionals,” said Jagdish Mitra,
Chief Growth & Strategy Officer,
Tech Mahindra. “We have to build
our own talent pool with the help of
academia because there is no ready
pool outside to dip into.” The panel-
lists were unanimous that creating
awareness about the field and skill-



ing the workforce in this new tech-
nology was paramount.

As the debate veered towards
regulation, Rajnish Kumar, former
SBI chairman and current chairman
of start-up BharatPe, made a daring
prediction: “Iwould notbe surprised
to see crypto as a currency for inter-
national transactions over the next
10 years.” But former finance secre-
tary Subhash Chandra Garg felt that
the moment e-dollar or the digital
dollar comes in, the global currency
will retain the primacy it has today.

Thenext session, on taxation,saw
tax experts expressing surprise that
the government announced 30 per
cent tax on gains from crypto trans-
actions, but losses from one crypto
asset will not be allowed to be set
off against profits in another. That
points to a perception issue. “We

can’t run away from the fact that the
government at least perceives this to
be speculative income,” said L. Badri
Narayanan, Executive Partner, Lax-
mikumaran & Sridharan.

The penultimate session saw pol-
iticians discuss whether crypto as-
sets should be banned or regulated.
While BJP MP and current Chair-
person of the Standing Committee
on Finance, Jayant Sinha, said that
the government’s approach towards
cryptocurrency is measured, Shiv
Sena’s Priyanka Chaturvedi said In-
dia is missing out on the economic
benefits of the crypto industry due
to the government’s cautious ap-
proach. The oppositionleaders were
particularly unhappyabout the gov-
ernment bringing in taxation into
crypto assets without clarifying on
their legality.
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Toshendra Sharma, Founder & CEO, NFTically; Ramkumar Subramaniam, Co-founder & CEO, Guardian Link; and Ankit Wadhwa,
founder, CoinDCX 3. Aayush Ailawadi, Technology Editor & Presenter, Business Today TV, with Kunal Nandwani, Co-founder,
Rajnish Kumar, Chairman, BharatPe; Subhash Chandra Garg, former finance secretary; and N.S. Nappinai, Advocate, Supreme
former CEO, IDFC Foundation, ex-Group CHRO, Tata Sons, and former Global Partner, EY; and Rajkumar Nehru, Vice Chancellor,
and Abhinav Ashwin, Partner, AZB Partners

Finally, we get back to Rajeev
Chandrasekhar. Apart from saying
that buying crypto assets is legal,
the minister also made clear that
the pace of digital technology evo-
lution has made it necessary for
India to require a new digital law.
“The basic law that today regulates
cyberspace and the Indian inter-
net is called the IT Act, which was
enacted in 2000—in the internet
age, 22 years is like three centuries.
I think it is clear in our minds that
we need a new digital law.”

Clearly, there’s a lot that is yet to
happen. Watch this space. BT

With inputs from Nidhi Singal,

Rajat Mishra, Anand Adhikari,
Aakanksha Chaturvedi, Jhinuk Sen,
Bismah Malik, Vidya S., Rahul Oberoi
and Ashish Rukhaiyar
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The Best Advicel

Ever Got
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Moelis & Company is a leading global independent investment bank headquartered in New York

‘Go all out even
if the odds are
against you’

Business Today | 17 April 2022

What was the problem you were
grappling with?

When I started my career there were very few
women in banking. When I went into meet-
ings, peoplewould not shake myhand or make
eye contact. They would look at the male col-
leagues on my team instead, making me feel
like I was talking to the wall. I often stopped
my discussion midway and redirected the
conversation back to my male colleagues,
worried that we would not be taken credibly
if Iwere seen as the lead banker from our end.

Who did you approach and why?

I asked my father, a career banker, for advice.
He said the men I was meeting in the corpo-
rate world were facing a paradigm shift. They
werenotused todiscussingfinance and strat-
egy with women and hence were struggling
to take a woman’s advice seriously on issues
which, in their mind, were masculine.

What was the advice you received?

He advised me that I should not accede to the
norm. The men will listen intently if myideas
were interesting, he said. Traditional patri-
archal norms were not going to change over-
night and if I wanted to be part of the change,
I needed to stay the course, be resilient, work
hard and eventually I would win over the cli-
ents with my authenticity, hard work and by
demonstrating an understanding of their
business. “Always makeatotal effort,”he said,
“evenwhenthe oddsare entirelyagainstyou”.

How effective was it in resolving the

problem?

Itworked out well. Thave drawn on his advice

about persistence and hard work throughout

my career and credit it with helping me rise

into leadership roles at global banks. BT
—KRISHNA GOPALAN

Vol. 31, No. 8 for the fortnight
April 4, 2022 to April 17, 2022. Released on
April 4, 2022.
Total number of pages 100 (including cover)




TV with OTT.

1 MONTH FREE SUBSCRIPTION

Do S
hotstar li

1 MONTH

: dMazon
voot KV o ) prime video

DOCUBAY SRR .y '-
SMART SET TOP BOX

L= hungama’i,

All for 32499/-

Also watch on your phone through Tata Play Binge app.

TATA

For a new connection
scan the QR code or
visit www.tataplay.com

TATA and TATA PLAY are trademarks of Tata Sons Private Limited. Tato Ploy subscribers can upgrade their existing connection or get a secondary connection for just #1999/-, Continue enjoying your Tata Play Binge subscription
anly at 2299/~ per month and Amazon Prime subscription at only T179/- per manth, after the affer periad of 1 manth frem activation In addition to purchasing the Set Top Bax, customer must also pay for the subseription feeas of
the channels/packs selected, opplicable KCF and taxes for the DTH service and Binge subscription charges. All terms and conditions of the Subscription Contract will opply,



LOOKS MAGICAL. WORKS BEAUTIFULLY.

Although not your typical watch interior, our dreamlike world is not
too f amove e real thing. An OMEGA watch calibre is o

rnny universe of components. cach working so wonder '.'||g_- rogerner,

s b o e 4 sk} P
) precisio nepiece have earnec e ust of aothletes deer
seqa adventurers - and even astron

OMEGA

BOUTIQUES
New Delhi 41513255, 49991682 « Mumbai 9987958364, 9920202778
A TERR A B » Bangalore 40982106 » Chennai 28464092, 61910038, 61910039 «
~O-AXIAL MASTER CHRONOMETER Hyderabad 9169165656  Kolkata 22870919 « Pune 26343687




