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The AV Birla Group is known for its
conservative philosophy and a cautious
approachtoinvestmentinnew areas. But
Kumar Mangalam Birla’s biggest successes
have beenacquisitions and investmentsin
non-traditional sectors such as high-end fash-
ion, telecom and financial services. Cement
has done well, but other commaodities like alu-
minium and copper face atoughtime due to
the global commodity downspiral. Brick and
mortar retail formats such as More have been
upstaged by ecommerce. Inthis wide-ranging
interview with R Sriram, Bodhisatva Ganguli
and Baiju Kalesh, Birla explains his stance on
the ecommerce boom, the group’s focus on
non-commodity sectors and land acquisition.
Edited excerpts:

Areyou overexposed to commodities and
areyou planning to diversify like the
financial services?

We have traditionally beenacommodity
company and commodities have their own
strength. Each sector hasits own strength and
prosand cons. Butinthe last seven to eight
years, we have increased our presencein
non-commodities. We have three striking ex-
amples. Oneisldea, second, financial services
and third, retail, whichincludes garment re-
tail. Ithink each of these is going to be signif-
icant businesses for the group. Ideaalready is
established; in financial services we havea
strong foothold now and we are getting into
several verticals, and retail is gettingintoa
critical mass. I think garment retail will be No.
1 by farand we will see aninteresting valua-
tion going forward. Super market and hyper
market is along gestation business. | see im-
provement month-on-month and quarter-on-
quarter andthatisthe only way to sustain
thisbusiness.

Some of the retail players have made
comments on the ecommerce industry, on
the calculation of gross merchandise value
and how sustainableitis in future. What is
your call?

| wonder how the business can be sustainable.
lunderstand the valuation play. At the end of
the day, the financial investor will also have
tomakereturns. One thinglamsure of is that
you can't have unlimited access to capital
funding. Therefore, the question that comes
tomy mind is whether the deep discount
model is sustainable atall.

Is the jury still out?
Frankly, Idon't have the answer to that.

Areyou looking at strategic partnersor an
investor in More?

Giventhe currentregulatory scenarioand
regulatory framework, there are not many
overseas strategic players who may be com-
fortable. Butif the regulations change, we will
be happy to work with a partner.

So you would like the regulatory
framework to change for physical retail?
Yes. People whoareinretail would welcome a
change. Itis not something we are not
expecting. Butitis something that we want to
happen which could be a good deal for Indian
retail players.

Are you looking at other forms of
retail such as sportswear or electronic
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goods retail?

No, we are looking at ecommerce play. Butit
will betooearly totalk about it. May be by Ju-
ly end we will have something to talk about it.

Is acquisition a strategy in ecommerce?
No, we will build on our own.

How is the telecom sector panning out?
Reliance Jiois anew player and the
government is now considering allowing
M&As and consolidation...

Entry of Jio will be a point of inflection. In
what way, ldon't know. It will have animpact
ontheindustry. Having said that, Ideaisa
well-run organisation with a great franchise.
It has grown both in terms of profitability and
market shareinthe past five years. | think
Ideais well poised to take onthe challenge as
the fundamentals are strong and a great oper-
ating model. But you know, Jiois an unknown
one,soitisinterestingto see how it pansout.
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Entry of Jiowill be a point of
inflection. Itwillhavean
impactonthe industry. But
|deais well poisedto take
onthechallenges

As happened in the case of Reliance
Infocomm earlier, would you see them
trying to get market share through
discounting and is thata concern
particularly inthe area of data?

Itislittle difficult to comment. We don't know
until they launchit.

There was a phase when anew player
disrupted the market with price discounts
affecting all telecom players. Now some
stability has returned to the industry. Do
you see adanger again of the industry
going through that cycle again?
Onedoesn’'t know what exactly is Jio's plan.|
think thatis nota possibility. One cannotdoiit.

What would you like to seein the telecom
M&A guidelines? Is Idea an acquirer?
Ideaisinagrowthmomentumandldon'tsee
Ideaasanacquirer. Itisquite indifferentin
thatsense. We havenoplanstoexitideaas|
havesaid inthe past. | think the fact that we
have beenin the business for the past 20
years shows thatitisacore business.

Would you look at value unlocking in Idea?
Ideaisa listed company. As of now we have
no definite plansto hive off our towers. |
don'tsay that we will never doit. Thatis our
current thinking.

Currently, the Axiata Group is holding close

exciting moves. And we remain optimistic on entering the banking business

‘“We Have a Good Mix of Asset Light and
Asset Heavy Businesses in Our Portfolio’

t0 20% equity. Idea has anunderstanding with
Axiata thatit will not exceed the base holding
of 20.11%atany pointintime.

You would not look to acquire, say
TataTeleservices?

Wedon't see any value in acquisitions and
Ideaisastrongplayer with strong growth mo-
mentum, and therefore, acquisitive growth is
notan option for us.

Any concernonidea’s debt?

Ithink even after the last spectrum auctions
and assuming that there is no pay out for
spectrum this year, we expect the debt to op-
erating profittobe 3, whichis very comfort-
able with stronginternal cash generationand
itis self sufficient.

Are you okay with the regulatory
situation with telecom?

Ithink the regulatory overhangis much less
thanabout four yearsagoand | think we have
acomfortable situation.

Conglomerates churn their portfolio once
inadecade.lIsitagood timetorelook
your portfolio?

We constantly look at churning the portfolio. |
don'tthink we are looking at any major
changes in our portfolio now. We have a good
mix of asset lightand asset heavy like com-
modity and non- commodity business or
manufacturing versus services. So the intent
atthegroup levelisto create abalanced port-
folioand I think we have that pretty much as
of now. Thatdoesn't meanthat|am not look-
ingat opportunities. Having said that, | don't
see much changes in portfolio happening.

One of the areas that you were planning to
exit was the fertiliser business. Were you
looking for a partner?

Theidea with the fertiliser businessisto
sweat the asset. Growth opportunity is limit-
edinfertiliser. Some growthis possiblein
agricultureasalarger sort of canvas. But |
think the fertiliser policy perhaps is not con-
ducive to growth. We have a greatfertiliser
operation. We, by far, are the most efficient
plantinthe country,inthe private sector.No
there’s no value a partner would add.

Three years back, you had aplan to bring
inaPEinvestor...

Notin particular.No, the upside in that busi-
ness is limited. So, it's not a business we
would like to have more exposure to.

The Tatas have put the fertiliser business
for sale...

We're notdoing that. But there isno economic
rationale for further investment.

How do you explain what happened in the
CBIl case against Hindalco?

It was a shock to us and was completely un-
expected. Butitdid not comeinthe way of our
growthaswearearesilient group.

Did it affect the image of the group?

We arealwaysontheright side of the law. At
best we decided not to get emotional about
these things.

Were you a victim of political vendetta?
Thereisno political vendetta.

What are your plans for financial services?
We have a great franchise in the AMC busi-
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What happened inthe Hindal-
COCase wasashocktous

and was unexpected. Butthe
CBlprobedidntcomeinthe
way of our growthas we
arearesilientgroup

ness. As of now, we have assets of about
%1,20,000 crore. The NBFChasreally grown.
It hasabook size0f¥18,000 crore. Itisavery
high quality book. Ininsurance, we're at num-
ber 5. We have some catchingup todo. We've
suffered onaccount of regulatory changes
that caught us unawares. We have aprivate
equity business thatisjust startingup. We
have beenthere for three years now. It'sa
business that | wantto grow and am keenon.
We have smaller business such as distribu-
tion of financial products and insurance bro-
kerage. We have alicence for housing finance.
We are looking to getinto health insurance. To-
day, we are among the largest five fund man-
agers, with consolidated assets under manage-
mentinexcesso0fz1,65,000 crore. Qur
aggregate lending bookisz17,550 crore.lam
pleased to see the business achieving a consol-
idated revenue 0fz7,900 crore with an EBT of
%849 crore. Thisistruly animpressive feat.
The setting up of the housing finance com-
pany and entering the high potential health
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insurance sector are exciting moves. And we
remain optimisticonentering the banking
business, subject to regulatory opportunities
and approvals.

In the insurance business, what is the
arrangement with Sun Life following the
change in FDIin Insurance?

Sun Lifeisinterested in hikingits stake. It will
happen by the end of this fiscal year.

Will that be afreshissue of shares?
We will bedilutingit. Noplansto list
the company.

What kind of valuation are you looking for
selling your stake for Sunlife?
We haven'tdecided yet.

You had a plan to form a financial services
holding company and put all the assets...
That is something we are examining. There is
nothing definitive as of now. Essentially, the
ideaistounlock value for our investors. Not
justinthisinstance butacross all our business.
Itis something that needs to be examined care-
fully. One needs to spend time.

That's clearly astrong growth engine that re-
sidesinNuvo. Not just a corporate business,
butabusiness that we'reall very excited
about. It has good potential. The need for fi-
nancial servicesisagiven.Oneislooking to
grow the business.

What about the bank licence?

We're notexpectingto getitinthe near fu-
ture.Oneis hopeful. There's nothingin the
offingthat we're aware of.

Q The setting up of the housing finance company and entering the high potential health insurance sector are

The differentiated licences that RBI wants
toissue, you're not keenon?

So we applied to payment bank. As of now,
nothing concrete.

Of the financial services, which is the one
that you’re most excited about?

Of the current business, the three ones are as-
set management, NBFC and the insurance.

There are alot of other new growth
sectors opening up such as defenceand
renewable energy. Is that something that
the group is looking at?

We'reclosely looking at solar generation. |
hope to firm up our plans soon.

This would be led by which company?
Still looking.

On your own or with a strategic partner?
Idon't see the value for a strategic partner.I'd
ratherdoitonmyown.

Does digital technology attract you?
Digitisationisabigtheme of our timeandis
aninterestingindustry. Onestill hastofigure
outwheretoplay and makes sense for us to
play and make good enough money.

You were at India’s digital summit and
what are your commitments?

Our biggest commitment was from Ideatoin-
vest $7 billion over the next sevenyears.

Are you looking at any fresh investments
going forward? You have talked about the
$7 billion for Idea in 4-5 years. Would it be
fair to assume that there will be more
investments in the non-commodity sector?
Ithink so, you come out of a large capex cycle
inaluminiumand cement. It would be fair to
say that non-commodity business will invite
more investments. We have increased alu-
minium capacity from 0.6 million tonnes per
annumto 1.2 milliontonnes per annumand
cement from 48 million tonnes per annum to
63 million tonnes per annum.

Would you be able to spell out anumber?
What is the total capital for the group for
commodity and non-commodity?

Our capex over the last five yearsisinexcess
of $26 billion.

Business environment had become
complex and commissioning alumnium
took the longest time. Have government
initiatives made business easier?
Ihavealotof faith in thisgovernment. They
understand issues well. My sense is that they
aredoingalot of work that we are notaware
of. Two sectors have taken off-oneis coal in
terms of production of coal. There has been
fairly significantincrease in terms of coal
from Coal Indiaand for the first time inmany
years, we are not struggling and have suffi-
cientcoalinour plants, whichisavery big
deal. Roads have taken off, whichis big. |
think it will be another four quarters since we
start seeing the impact. We got to hold our
horses, I do not think, impatience is the an-
swer toanything. Thisisagovernment that
understandsissuesand itis quiet background
work that is happening on several fronts. Itis
ahard working government.
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