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Deal overview

Vivek lyer

Interest rate hikes have been on an
increasing trend for the most part of
2022 and the first half of 2023, given
the elevated inflation that has been
experienced globally. Considering that
the inflation was largely due to supply
chain issues, the rate hikes had to be
calibrated in a manner that the
inflation is controlled while ensuring a
soft economic landing. The demand is
now falling globally, and the core
inflation numbers are being tamed.
However, given the food and fuel
inflation, the interest rates are
expected to remain elevated for quite
some time. This is what seems to be the
view of most of the central bankers

Partner and FinTech Industry Leader
Grant Thornton Bharat LLP

globally. Given this background, we
expect capital to become choosy, and
investment committees being more
focused on finding their way into
businesses that have clear and
achievable profitability paths.

India has paused interest rates hikes in
the last monetary policy committee
meetings. While sentiment is strong all
around, capital seems to be cautious,
given global headwinds, geopolitics
and the upcoming Indian elections.

We observed that most of the deals
where private equity funds are
involved have been primary
investments in fintechs, banks and

Overall deal activity | 40 deals valuing USD 1.7 billion

The M&A activity dominated the values by 66%, while the PE activity dominated
the volumes with a 75% share.

Highlights

ME&A activity | 10 Deals valuing USD 1.1 billion

Domestic mergers accounted for 60% of the volumes, while cross-
border transactions, particularly in the inbound sector,
contributed to 60% of the values in the M&A activity.

NBFC, traditionally areas where
capital defines growth strategy, even
as fintechs look towards profitability
and not only cash burn. Of the 30
deals undertaken by private equity
during the quarter, about 73% were
related to the fintech space, with the
balance 27% of the deal activities in
the NBFC space - primarily focused on
housing, MSME, microfinance and
education.

Also, close to 60% of the MEA activities
were driven in the country by investors
in India, with only 40% of the balance
being driven between the UK, Europe
and Japan.

PE/VC activity | 30 deals valuing USD 566 million

While the fintech segment led the volumes in the PE space with a 30%
share, the banking and NBFC segment contributed a 77% share in the
values, led by two big-ticket investment of over USD 100 million each.

IPO activity | 2 IPOs valuing USD 186 million
The sector witnessed two IPOs activity compared to none witnessed in
the last quarter.

IPO activity | 3 QIPs valuing USD 1.2 billion
The banking sector QIPs accounted for 54% of the overall OQIP values for the quarter.

2 | Financial Services dealtracker



Deal overview

Monthly deal trend
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Deal summary Volume Value (USD million)

Q12023 Q2 2023 Q32023 Q12023 Q2 2023 Q32023
Domestic 8 10 6 35 46 4L
Inbound 1 - 4 1 - 654
Outbound - 1 - - 5 -
Total MEA 9 1 A 10 36 51 1,095
PE 31 41 A 30 1,050 2,314 566
Grand total 40 52 U0 w0 1,086 2,365 1,661

Notable Trends

With global interest rates expected to be elevated for quite some time, we see a lot of investor interest in the financial services
businesses, especially the ones focused on lending, given the margins that high interest rates bring for credit-focused financial
services businesses.

The areas of affordable housing, MSME and education continue to be the key focus areas of credit growth within India.

Insurance as an ecosystem is experiencing rapid areas of growth, with substantial regulatory relaxations and benchmarking,
and 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 the investors’ attention at a larger scale in the next two to three years.

Fintech continues to be an area that the investors fancy and data privacy is going to be one of the most significant changes
that the entire financial services sector will experience, especially the fintech ecosystem, given that data is their key raw
material and finished product. The DPDP Act, 2023, is expected to be a major game changer, and businesses are expected to
re-look their operating models in the context of the same.
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Top M&A deals of the quarter accounted for 98% of M&A values

Acquirer Sub-sector USD million Deal type % stake g‘:::?:;t:r/der
EZfﬁ:rFSZ?CIOI Eggizr?tingizrsez\:t;i; Global Fin Tech Minority stake A Inbound
Axis Bank Ltd Max Life Insurance Company Ltd ITnps:srance & lsr;ZrkeeOtsczqg.Z% Domestic
gzstigtm Microfin Chaitanya India Fin Credit Pvt Ltd EIOBElgng & Acquisition Domestic
mzm:j:g i}td RBL Bank Ltd Elcgrgléi:ng & 51 Minority stake Domestic
ng?nhgisl_ife gzri\,(\/)gs:ulting Services Pvt Ltd - ITn;:Sronce & 4O Minority stake NA. nbound

*Rapyd Financial is acquiring PayU’s global business and does not include the acquisition of Indian business

Top PE deals of the quarter accounted for 80% of PE values

Investor Investee Sub-sector USD million % stake

Adani Capital Pvt. Ltd and Adani Housing

i 0
Finance Pvt Ltd Banking & NBFC 176 90%

Bain Capital

Multiples Private Equity, Avendus Future
Leaders Fund and International Finance Veritas Finance Pvt Ltd Banking & NBFC 146 N.A.
Corporation

Tata Capital Growth Fund Il, ICICI Bank
Limited, Trifecta Leaders Fund - | and Xponentia Auxilo Finserve Pvt Ltd Banking & NBFC 57 N.A.
Opportunities Fund - Il

Westbridge Capital, Accel Partners,Tanglin Analog Legalhub Tech Solutions Pvt Ltd -

Ventures and Beams Fintech Fund Credgenics Fin tech °0 N-A

Investment Fund for Developing Countries Arohan Financial Services Pvt Ltd Banking & NBFC 24 N.A.

Deal activity has been relatively muted, even
though public markets have seen a good run.
Credit-based financial businesses, with good

Vishal Agarwal
Partner and Private Equity Venture
profitability metrics, remain areas of interest. Capital Channel Leader

Grant Thornton Bharat LLP

However, confidence in fresh bets is still awaited.
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Sector trends

ME&A trend by sub-sectors
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*  The DPDP Act, 2023, is one of the significant regulatory changes in the Indian ecosystem with respect to data privacy
requirements. Given that the key raw material and finished products for fintechs are client data, the fintech ecosystem would
need to re-look their operating models in the light of these regulatory requirements.

* Players in the BFSI domain will become primary data fiduciaries responsible for the DPDPA compliance. Risk management is
central to their core function, and they must ensure that consent is obtained before processing personal data.

* The DPDPA 2023 is more than a regulation. It offers a unique opportunity for financial institutions to enhance data security, data
privacy, build customer trust, and lead the way for responsible data management practices.

PE trend by sub-sectors
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Private equity continues to be in exit mode across segments, although it appears that funds are now seeking to start investing again.
Data shows that most funds have been committing capital to existing bets to shore up capital and fund expansion rather than new

acquisitions.
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About Grant Thornton Bharat

At Grant Thornton Bharat, we are committed to bringing positive change to all that CE—
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. Part of GT international:

68,000+ people | 145+ countries

18 offices | 9,000+ people
(s of 2023)

Our offerings

® ©

Government Policy Cuyber Resilience Deals Lifecycle

& Program Management & Response
' .

Tax, Finance & Regulatory ESG & Risk Strategy & Operations
Managed Services Optimisation Consulting

@

FS Sector Leaders

Vishal Agarwal Sumeet Abrol Vivek lyer

Partner and Private Equity Venture Partner and National Deals Partner and FinTech Industry Leader
Capital (PEVC) Channel Leader Consulting Leader Grant Thornton Bharat LLP

Grant Thornton Bharat LLP Grant Thornton Bharat LLP vivek.iyer@in.gt.com
vishal.agarwal@in.gt.com sumeet.abrol@in.gt.com

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.

Please note that the criteria used to define Indian start-ups include: a) the relevant entity should have been incorporated for five years or less than five years as at the end

of that particular year and b) the relevant entity is working towards innovation, development, deployment and commercialisation of new products, processes or services
driven by technology or intellectual property.
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© 2023 Grant Thornton Bharat LLP. All rights reserved.

“Grant Thornton Bharat” means Grant Thornton Advisory Private Limited, the sole 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.
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