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Deal overview

Vishal Agarwal

The global economy seems to be
turning out better than anticipated in
2023, despite several geo-political
tensions. Most central banks have
indicated an end to an interest rate
hike cycle with clear possibilities of
rate reductions this year. Japan, on
the other hand, showed a small rise in
interest rate after decades, indicating
some strength in the local economy.

With elections in many parts of the
world this year, supply chain
realignments are continuing. Given the
disruptions due to war and movement
to diversify from China, interest rate

Overall deal activity | 52 deals at USD 1.7 billion

Partner and Private Equity Venture
Capital Channel Leader

Grant Thornton Bharat LLP

cycle reversals and renewed capex
cycles, the financial sector is poised to
see some strong tailwinds. In India, the
balance sheets of most lenders are
strong, with buoyant capital markets
keeping fee businesses active. Though
deal-making has been weak overall,
capital markets and IPOs have seen a
good run. With strong fund flows into
mutual funds and AlFs, the sector is
well poised to benefit from the
opportunity the year promises.

Given the opportunities over the year
and possibly the next five years, one
can expect consolidation, particularly

in fintechs and the alignment of
fintechs with traditional businesses.
Therefore, while deals, both corporate
ME&A and PE, in the sector in India have
been tepid in line with the overall deal
scenario, we expect it to be a busy
year for growth and with it some
interesting deals as well.

Another area that transcends business
and deals is credit. With credit funds
now actively competing with banks
and NBFCs, there is a risk of over-
leveraging, which needs to be watched
out for.

The quarter witnessed four high value deals (>$100mn) totalling USD 1.2 billion
constituting 71% of total deal values.

Highlights

M&A activity | 13 deals at USD 973 mn

Domestic mergers accounted for 85% of the volumes, while cross-
border transactions, particularly in the inbound segment,

contributed to 87% of the values.

PE/VC activity | 39 deals at USD 681 mn

PE activity recorded the highest quarterly volumes and
values in the last three quarters. Top two transactions
accounted for 47% of the PE values.

IPO activity | 2 IPOs at USD 132 mn

Only two IPOs with issue size of USD 132 mn witnessed compared to four
IPOs at USD 448 mn in the previous quarter.

2 QIPs at USD 389 mn
OIP activity declined by 71% in volumes and 87% decrease in values, recording only 2
QIPs amounting to USD 389 mn which saw only one fund raise over USD 100 mn

compared to five witnessed in Q4 2023.
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Monthly trend
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Deal summary

032023
Domestic 18
Inbound 6
Outbound 0
Total MGA 24
PE 31
Grand total 55

Notable sector trends
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The overall deal activity experienced a quarter-on-quarter decline in both volumes and values since O12023. A significant

contribution to the total deal value in Q12024 was made by one high-value deal, namely Sumitomo Mitsui Financial Inc.’s
acquisition of 25% stake in SMFG India Credit Company at USD 700 million, constituting 42% of the total deal value.

The mergers and acquisitions (M&A) activity experienced a 28% decrease in both volumes and values compared to Q4 2023.

Despite the decline, the highest transaction value reached USD 700 million, up from USD 529 million in the previous quarter,
indicating optimism. While Q1 2024 witnessed only two high value deals (>USD 100 mn) totaling USD 845 mn, Q4 2023 witnessed
three such transactions totaling USD 1,242 mn.

In Q1202Y4, the PE/VC sector saw a slight uptick in investment values and volumes. However, there has been a recent slowdown,

likely due to players adjusting their strategies while awaiting opportune moments in the market. Regulatory changes, such as the
liberalisation of insurance regulations and relaxation of FDI norms, along with RBI regulations for NBFCs and tightening of

unsecured lending rules, are expected to impact deal activity in the financial services sector. Additionally, the RBI’s digital lending
guidelines are anticipated to boost the fintech lending business model and stimulate inbound deal activity.

There is a growing emphasis on environmental, social, and governance (ESG) factors in investment decisions, leading to the

integration of sustainable finance principles into investment strategies. Further, financial institutions are increasingly allocating
more capital towards climate-friendly projects, supporting a low-carbon economy. There is a surge in the issuance of green bonds,
sustainable loans and other environmentally focused financial products.
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Top M&A deals of the quarter accounted for 96% of M&A values

Acquirer

Sumitomo Mitsui
Financial Group, Inc

Mizuho Bank Ltd

Bajaj Finserv
Health Ltd

Vikas Lifecare Ltd

Thirumeni Finance Pvt
Ltd - Varthana Finance

Target

SMFG India Credit Company
Ltd

Kisetsu Saison Finance Pvt Ltd -
Credit Saison India

Vidal Healthcare Services Pvt
Ltd - Vidal Health Insurance TPA
and VH Medcare Pvt Ltd

Industrial Investment Trust Ltd

Indian School Finance
Company Pvt Ltd- School loan
Portfolio

usb

Sub-sector million Deal type
Banking and 700 Increasing
NBFC stake to 100%
Banking and Amc

NBEC 9 145 Minority stake

Insurance and

TPAs 39 Acquisition

Financial services

and asset 31 Strategic stake
management

Banking and I

NBFC 15 Acquisition

Top PE deals of the quarter accounted for 74% of PE values

Investor

Advent International and Multiples Private Equity

Consortium of Investors

Undisclosed Investor

Alpha Wave Global and existing investors

Angel Investors

Investee

SK Finance Ltd

Vivifi India Finance Pvt Ltd

Mufin Green Finance Ltd

Svatantra Microfin Pvt Ltd

Mswipe Technologies Pvt Ltd

Sub-sector
Banking and NBFC
Banking and NBFC
Banking and NBFC
Fintech

Banking and NBFC

Investors are being more cautious about nature of
investments. There is an effective search for value rather
than irrational exuberance. The last quarter has
witnessed a lot of investments ( even though lesser than
the previous quarters] in the credit oriented institutions.
India continues to remain a bright spot and we expect
investors to have a continued interest in India as an
investment destination.
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% stake

25%

15%

100%

42%

100%

USD million

Vivek lyer

Partner and FinTech

Industry Leader
Grant Thornton Bharat LLP

Domestic/
Cross-border

Inbound

Inbound

Domestic

Domestic

Domestic

% stake
233 NA
160 NA
75 NA
20 NA

17 NA




Sector trends

MG&A trend by sub-sectors
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* Fintech continues to be the attraction for investors, with Q1 2024 witnessing 46% in volumes in this segment due to the focus on
technological advancements and digitalisation. Fintech has been dominating in terms of volumes, while banking and NBFC have
been dominating in values with 90% share due to the focus on expansion of geographical reach, widening customer base, as well
as with the credit growth expected to be buoyant, led by economic growth.

+ Financial services and asset management witnessed steady deal volumes, while there was an 84% decrease in values since most
deals were basically maintenance in nature to fund existing plans by existing shareholders rather than acquisitive growth. This in
line with our expectations for the start of 2024 although we expect consolidation and acquisitions to build up later in the year.

* Insurance and TPAs witnessed a significant decrease in volumes and values by 67% and 92%, respectively, over the last quarter.

The insurance and fintech segments saw a decline in overall activity, while banking and NBFC, and financial services and asset
management saw stagnant volumes.

PE trend by sub-sectors
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» While the fintech segment led the volumes in the PE space with a 74% share, the banking and NBFC segment contributed to 78% in
the values, led by two big-ticket investments totaling USD 393 million.

* Fintech continues to be an area that the investors invest in, with 22% of private equity investment values in O12024. One needs to
see the impact of the recent changes in the data privacy laws and its impact on the ecosystem.

* Private equity investments remain cautious and largely exit-oriented. The fintech sector received primary funds to meet its basic
growth and capital requirements. However, funds continue to express great interest in this sector.

* Insurance continues to experience growth, with substantial regulatory relaxations and benchmarking with global regulations
coming into focus. While the sector is yet to see substantial investments coming in, Insurance is an area of growth that we expect to
catch investors’ attention at a larger scale in the next two to three years.

* Financial services and the asset management segment saw muted activity in this quarter compared to Q4 2023 where we
witnessed four deals valuing USD 76 million.

* Regulatory bodies in India continue to tighten compliance requirements, which is increasing the pressure on financial institutions
and investors to make declarations and adhere to the regulations.
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About Grant Thornton Bharat

At Grant Thornton Bharat, we are committed to bringing positive change to all that we do. We are a
founding member firm of the Grant Thornton international network and India’s pre-eminent
consulting firm. We offer a range of solutions in assurance, tax, technology, managed services,
deals, ESG and risk consulting to mid-market companies, government, large corporates, and digital
natives. We #GoBeyond for our people, clients, and communities to shape Vibrant Bharat.

Our people and reach

Grant Thornton Bharat

109000+ 18 offices India’s pre-eminent V\ﬁe Sﬁer di\;erss S?|utions for
people 14 o consulting firm BRSO bUSINess
cities lifecycle. We take pride in

. . being the go-to growth
Founder of GT international network adviser for dynamic

organisations. When the

lﬁm @ pace of change demands
< greater speed and agility, we

go beyond, every single time.

USD 7.5 bn 73,000"' 700+ offices
Vishesh C. Chandiok
(2023 revenue] people 150+ markets Chief Executive Officer
Our distinctive client experience sets us apart ant Thornton Bharat
Our offerings
g Tax, Regulatory & Q::} ESG & Risk Transformation
%) Finance Consulting LY Consulting Consulting
Deals Consulting g) Global Delivery Assurance

Disclaimer

This document captures the list of deals closed and announced based on the information available in the public domain. Our analysis in the
document is basis appropriate assumptions where necessary. For example, deals have been classified by sectors and by funding stage based on
certain assumptions wherever necessary. If different assumptions were to be applied, the outcomes and observations would be different. Hence,
the document should not be relied upon as a substitute for relevant and detailed advice. Grant Thornton Bharat LLP does not take any
responsibility for the information, any errors or any decision and any loss thereof incurred by the reader as a result of relying on the document.
This document contains the deals announced and closed as of 25 March 2024 for Q1 2024%.

6 | Financial Services dealtracker



Great RJ:TX
Place Workplaces™

T o in Professional Services
Work.

H INDIA
Certified Ly

DEC 2023 - DEC 2024

We are

Shaping Vibrant Bharat

Our offices in India

= Scan OR code to see our
Ahmedabad ® Bengaluru ® Chandigart®  Chennai

office addresses
Dehradun ® Gurugram ® Goa ® Hyderabad ® Kochi www.grantthornton.in

Kolkata Mumbai New Delhi Noida Pune

Connect @Grant-Thornton-Bharat-LLP @ @GrantThorntonBharat @GrantThornton_Bharat
Wlth us on : @ @GrantThorntonIN @GrantThorntonBharatLLP GTBharat@in.gt.com

© 2024 Grant Thornton Bharat LLP. All rights reserved.

“Grant Thornton Bharat” means Grant Thornton Advisory Private Limited, a member firm of Grant Thornton International Limited (UK] in India, and
those legal entities which are its related parties as defined by the Companies Act, 2013, including Grant Thornton Bharat LLP.

Grant Thornton Bharat LLP, formerly Grant Thornton India LLP, is registered with limited liability with identity number AAA-7677 and has its registered
office at L-41 Connaught Circus, New Delhi, 110001.

References to Grant Thornton are to Grant Thornton International Ltd. (Grant Thornton International) or its member firms. Grant Thornton
International and the member firms are not a worldwide partnership. Services are delivered independently by the member firms.

6535 | AK | AK2



	Slide 1: Financial Services Dealtracker
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7

