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Thank you for the positive response to the

inaugural issue of Sectoral Snippets. We

have received suggestions to include

some more sectors, which are under con-

sideration.

The focused write-up in this issue is on

the Indian Pharma Industry. This sector is

seeing a very interesting play, with both

MNCs and Indian pharma companies

making aggressive moves in each other’s

territories. Of course, the drivers for both

are very different and we have analyzed

some of these trends. For more details,

please write to us for a soft copy of

KPMG’s report on the Indian Pharma

Industry.

Once again, we look forward to receiving

your comments and feedback on the

Sectoral Snippets.

Regards,

Russell

Russell Parera

Chief Executive Officer

KPMG in India
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The Indian Pharma Industry is rapidly integrating itself into the global pharma value chain.

With the advent of the product patent regime, MNC pharma companies are expected to

launch their block-buster drugs in India. At the same time, Indian pharma companies are

going global, to capture emerging opportunities provided in the generics and contract man-

ufacturing space. The following themes exemplify the key trends in the industry today:

Acquisitions: Instances such as Dr. Reddy’s acquisition of the fourth-largest generics com-

pany in Germany, Betapharm1; and generics player Terapia’s acquisition making Romania

the third largest market for Ranbaxy2 have made Indian companies a part of the global

league. Increasing generics penetration in the developed economies and nearing patent

expiries of block-buster drugs are driving these acquisitions. In terms of geographies,

Indian companies are focused on European countries, as regulations in this region are

favorable for generic drugs players. Inbound acquisitions are also likely to be witnessed like

the recent takeover of Matrix Laboratories by Mylan Labs of USA.

Generics opportunity: By 2008, drugs worth USD 45bn3 are expected to loose their

patent protection - a golden opportunity for generics drug manufacturers. With a 35 percent

share of global DMF filings and 25 percent of ANDA filings4, the Indian pharma industry is

at the forefront of capturing as many generics opportunities as possible. 

CRAMS - an emerging opportunity: MNC pharma companies are facing cost pressures

on the back of declining R&D productivity, increasing patent expiries, and stringent regula-

tory compliances. India with its strong chemistry skills, large number of USFDA approved

plants, and low labor costs, is becoming a preferred destination for outsourcing drug

research and manufacturing activities. There has been a significant increase in deals

signed by Indian companies in the Contract Research and Manufacturing Services

(CRAMS) space. 

Drug discovery research: The number of Indian companies conducting NCE research has

increased from two to three, five years back, to around ten to twelve companies at

present.5 Currently Indian companies are focused on the initial stage of the drug discovery

process. The R&D expenditures of Indian pharma companies have also increased from two

to three percent of sales a few years back, to around 6 percent currently. Many Indian com-

panies have entered into an out-licensing agreement with pharma MNCs for milestone-

based payments, and to take lead molecules for further development. 

Increasing MNC presence: With the introduction of product patent regime, an increasing

number of MNC pharma companies are planning to launch their patented products in India.

Increasing affordability, rising healthcare coverage, and change in the disease profile, i.e.

from traditional to lifestyle-related, is also expected to increase sale of patented products. 

Drug Price Controls: The draft New Drug Policy intends to bring an additional 354 drugs

under price control. This will increase the DPCOs (Drug Price Control Order) span of con-

trol to over 50-60 percent of the market as compared to the current 25 percent. Drug prices

in India are known to be amongst the lowest in the world. Price controls will adversely

impact profitability of the industry. As a result of criticism from various groups, the Ministry

of Chemicals and Fertilisers has indicated that it may settle for drug monitoring rather than

imposing price controls. The ministry had also agreed to refer the matter to a Committee,

which is expected to give its report by end September 2006.

The face of the Indian pharmaceutical industry is changing rapidly. From mere process re-

engineering, Indian Pharma companies are now working towards research-based activities

and instead of competing, are now collaborating with MNCs.

Indian Pharma Industry - A Snapshot
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Analyst: Amit Shah
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Source: Cygnus Consulting & Research. Industry

Insights-Pharmaceuticals, November 2004.

1 The�Hindu�Business�Line,�February�17,�2006

2 The�Economic�Times,�June�08,�2006

3 SSKI�Report�on�Pharmaceuticals�February�2006

4 Indian�Pharma�Sector�Outlook,�CLSA,�August�2004

5 Pharmaceuticals�Industy�Overview�-�DSP�Merrill�Lynch
February�2006

ANDA Filings for Indian Mid-sized Companies

Company FY04 FY05 FY06

Glenmark - 7 14

Zydus Cadila 12 13 6-18

Orchid - 18 18-30

Wockhardt 5 7 12-13

Aurobindo 2 22 3



• MNC’s set eyes on huge investment plans for India

General Motors has signed an agreement with the Maharashtra government to

make an investment of USD 300mn. The company will set up a plant, spread

across 300 acres, on the Pune-Mumbai highway. Nissan and Suzuki have

entered into a JV, with a plan to invest USD 700-800mn, for setting up a manu-

facturing base for passenger cars and mini vans at Manesar, Haryana. The two

will use it as a base to export about 0.34 million 'A' segment passenger vehi-

cles to Europe. Similarly, Honda has committed investments of USD 200mn to

expand its facility in Noida to produce new models of cars.

• Daimler seeks bigger alliance in India

DaimlerChrysler, the world's biggest maker of commercial vehicles, is scouting

for allies in India, as it prepares to make deeper inroads into one of the most

promising markets for commercial vehicles in the world. As part of its strategy

to entrench itself deeper in the fast-growing Asian market, DaimlerChrysler

intends to expand ties with Indian truck makers such as Tata Motors and Eicher

Motors, a senior executive told German trade media. "We are holding talks with

both companies to expand the current capital links and cooperation,"

DaimlerChrysler's trucks division  Chief, Andreas Renschler, told German news-

paper Automobilwoche.

• Ducati Energia, Italy forms Joint Venture with Kinetic group

Ducati Energia of Italy has formed a 50:50 JV with Kinetic Communication for

manufacturing auto-electrical components. The company, to be named Ducati

Energia India Pvt. Ltd., will be located in Pune and will make flywheel magne-

tos, CDI, ignition systems, regulators and ECU for two and three-wheeled vehi-

cles. The initial investment in the JV would be around USD 3-4mn (INR 12-15

crores).

It will set up its own manufacturing facility in Pune, and initially employ around

200 people. The facility will not only meet domestic demand but can also poten-

tially become an important outsourcing hub for Ducati for the Far East,

European and other global markets.

• Small car bazaar in India…Preparing for a fresh invasion

Malaysia's Naza Automotive manufacturing is gearing up to drive into this mil-

lion-plus-units-a-year market, with a range of compact cars including the popu-

lar 1.1-litre Sutera mini car starting late 2007. The firm is close to inking an

MoU with the Tamil Nadu government for setting up a USD 259mn car-making

facility in Sriperumbudur, which already houses production units of global giants

like Hyundai, Ford and BMW. The firm is also eyeing the growing demand for

motorcycles in the country at a later date (motorcycles sales account for 65

percent of overall automobile sales and 82 percent of overall 2-wheeler sales in

India).
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Auto & Auto Components

Analyst: Lalitha Balan

“Among the emerging markets,
we are targeting Brazil, Russia,
India and China (BRIC), and among
them India is becoming a priority.
We would like to achieve a 10
percent market share by 2010 in
India and it is very natural to look
at making a small car here, as we
want to go where the market is
going” 
Yoshimi Inaba, Executive Vice-President,
Toyota Motor Corporation
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• Expansion norms for Foreign bank’s 

The Annual Report of the Reserve Bank of India (RBI) talks about branch

authorisation norms for foreign banks. These include considering foreign bank’s

and its group’s track record of compliance and functioning in global markets,

treatment extended to Indian banks in the home country of the applicant foreign

bank, diplomatic relations between India and the home country of the applicant

bank, and the requirement to bring an assigned capital of USD 25mn at the

time of opening the first branch. 

• Twenty nine foreign banks in India

As per India’s central bank, Reserve Bank of India (RBI), there are 29 foreign

banks with 255 branches operating in India as of 31 March 2006. In total there

are 89 scheduled commercial banks (excluding RRBs) with 68,500 branches

including 28 public sector banks, 28 private and 29 foreign banks.

• Parliament approves banking companies bill

Parliament of India approved the Banking Companies (Acquisition and Transfer

of Undertakings) and Financial Institutions Laws (Amendment) Bill, 2005, which

aimed for giving greater flexibility to the board of directors and improve corpo-

rate governance norms in the government-owned banks. Some of the provi-

sions included in the bill are - government-owned banks allowed to raise capital

through issuance of preference shares by a public issue or preferential allot-

ment or by a private placement route, government allowed to supersede boards

of public sector banks (except of the State Bank of India) for a maximum of a

year and the government may increase the number of whole-time directors

from two to four, to have more functional directors in view of expansion activi-

ties of nationalised banks.

• Centurion Bank of Punjab and Lord Krishna bank merger on the

cards

The Board of Directors of Centurion Bank of Punjab and Lord Krishna Bank

proposed to merge together subject to the regulatory approvals. The swap ratio

has been agreed to Centurion Bank of Punjab giving seven shares for every

five shares of Lord Krishna Bank. The merged entity will have strong retail base

across the states of Karnataka and Kerala with a deposit base of USD 2,750mn

and balance sheet size of USD 3,278mn. The merged entity may become the

seventh largest private sector bank in India with its network spread across 321

branches.

• Public Sector Banks entering Life Insurance with foreign players

Japan’s Dai-Ichi, Bank of India and another Indian partner are tying up to move

into life insurance. Dai-Ichi Mutual Life Insurance Company is the second

largest life insurance company of Japan, and sixth largest in the global life

insurance industry by written premium. Indian banks are increasingly entering

life insurance sector as it is largely untapped and is a source of sustainable fee-

based income. Another government-owned bank, Punjab National Bank, has

applied to the regulatory authority IRDA for foraying into life insurance through

a joint venture with U.S.-based Principal Financial Group, U.K.-based Berger

Paints and Vijaya Bank (government-owned bank).
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Banking and Insurance

Analyst: Aman Kaushik

Players

Market

share FY06

- First year

premium 

USD 7,800

mn

Ownership

1 LIC 71.40%
100% government

owned

2 Bajaj Allianz Life 7.60%

74:26 - JV between

Bajaj Auto Ltd and

Allianz AG

3 ICICI Prudential 7.30%

74:26 - JV between

ICICI Bank Ltd and

Prudential

4 HDFC Standard Life 2.90%

81:19 - JV between

HDFC and Standard

Life

5 SBI Life 2.30%
74:26 - JV between

SBI and Cardiff S.A

Source: IRDA, Press

Top Five Life Insurance Players
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• SAP to invest USD 1bn in its Indian arm

SAP AG will expand its Indian operations and will double its employee base

from current 2,800 employees, over the next five years. SAP will invest USD

1bn over the same period, of which USD 40mn will be invested in R&D activi-

ties. Company expects one fifth of its R&D, services and support to be carried

from India.

• Bharti in USD 100mn deal with IBM for Service Delivery Platform

For offering value-added services and applications through a single point to its

25 million customers, Bharti Airtel, India’s largest cellular service provider,

signed a deal with IBM worth USD 100mn. Single Delivery Platform will inte-

grate all Bharti Airtel’s content and application services on one platform. This is

in addition to its deal with IBM signed in 2004 for its IT maintenance worth USD

750mn.

• Increase in overseas acquisitions

Access to domain expertise in niche areas, new clientele, foothold in new geog-

raphies and attractive valuations are the reasons for the increase in acquisi-

tions abroad by Indian IT companies. This year Indian companies have

acquired about a dozen companies aggregating USD 500mn in deal value.

Average deal size has been in the range of USD 40-60mn.

• IT-ITeS grabs the largest shares in Private Equity Investment

For the first half of 2006 India attracted private equity (PE) investments worth

USD 2.43bn. IT-ITeS obtained the largest share in terms of both number of

deals and value. The sector witnessed 36 deals aggregating USD 1.14bn, with

KKR’s investment of USD 900mn in Flextronics Software being the biggest.

• British Telecom and Wipro join hands

British Telecom and Wipro Technologies, India’s third biggest IT company,

joined hands for collectively developing an advanced mobile and remote work-

force management system. Under the deal both companies will jointly develop

British Telecom’s product, ‘mPower’.

• Wells Fargo to set up technology facility in India

Wells Fargo, U.S. based financial services major, will open its technology cen-

ter in Hyderabad, India. Initially the center will employ 30-50 people, which the

company plans to take up to 300 by the end of the year. The center will provide

technical support for various functions of Wells Fargo.

• Tessolve to invest USD 250mn for a semiconductor plant in India

Tessolve Inc. through its subsidiary Tapp Semiconductor (I) will set up a facility

for manufacturing semiconductors in India. Company will invest USD 200-

250mn for setting up the facility. The facility will be operational by July 2007

and is expected to employ 1700 people in next three years.
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IT / ITeS
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“India is one of the fastest grow-
ing markets in the Asia-Pacific
region. We are seeing a phenome-
nal growth in demand for our
solutions from the Indian enter-
prises. We have invested USD
500mn so far and the additional
investment testifies to the impor-
tance we attach to our Indian
operations.” 
Henning Kagermann, Chairman & CEO, SAP
AG



• TRAI issues an amendment to the Interconnection Regulation

On September 4, 2006, The Telecom Regulatory Authority of India (TRAI)

issued an amendment to the Interconnection Regulation of 10.12.2004. A need

was felt to clarify as well as expand the scope of the Bill so as to minimize

doubts and disputes/litigation. The Interconnection Regulation covers arrange-

ments among service providers for interconnection and revenue sharing, for all

broadcasting and cable services in India.

• TataSky Rising High

Following a soft launch in July, TataSky, the 80:20 joint venture between Tata

Sons and Star India, would invest USD 544-652mn into direct-to-home (DTH)

satellite services. The services are priced aggressively at USD 86.9 for the dish

plus set-top-box and installation. Currently, there are no packages, all 55 chan-

nels are available for USD 4.4 a month. TataSky is priced fractionally more than

their competitor, Dish TV (DD is a free service). The big difference is that Dish

TV offers a package free for the first three months (thereon USD 6.6 a month)

and has more than 140 channels. Though both Star and Zee still don’t offer

their bouquets to each other for DTH, although they will have to soon since it is

mandated by law.

• Reliance Entertainment to invest USD 100mn in gaming business

As per media reports, the Anil Ambani promoted Reliance Entertainment, is like-

ly to invest USD100mn over a three-year period to launch gaming portals and

gaming cafes across India. In Phase I, it is likely to launch casual gaming por-

tals; in Phase II, action gaming portals; and in Phase III, it expects to launch

MMOGs (Massive Multiplayer Online Games). The first phase of portals is likely

to be launched before Diwali. According to the report “Online Games Market in

India”, by San Francisco-based consulting firm Pearl Research, the online gam-

ing market in India is estimated to exceed USD 200mn by 2010.

• UTV to produce films with Fox, Sony

UTV has joined hands with Hollywood studios and invested USD 37mn in a

deal described as the biggest co-production deal from South Asia. The produc-

tion house has entered into a deal with actor-producer Will Smith’s company

Overbrook Entertainment and Sony Pictures Entertainment for two films to be

produced and distributed worldwide. It also has a third deal lined up with Fox

Searchlight Pictures.

• Pay Channels @ INR Five Per Month

In a subscriber-friendly move, the TRAI has announced a maximum retail price

(excluding taxes) of INR 5 (USD 0.09)  per month that any pay channel can

charge under the Conditional Access System (CAS). According to the tariff

order, subscribers will have to go in for a minimum subscription of four months

in case of pay channels and the maximum monthly rent that can be charged for

free-to-air channels is INR 77, excluding taxes. The industry has expressed

mixed reactions on this move stating that it would adversely affect revenues. At

the same time, it is also viewed as a first step towards achieving 100 percent

transparency in collections.
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Analyst: Preeti Sitaram
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Media Figures in mn

Magazines 68

Print (Dallies) 203.6

Television 112

Homes with C&S Access 68

C&S penetration (%) 61

Radio 119

Source: National Readership Survey – 2006

Media – Reach Across Segments



• Scottish companies looking for opportunities in India

Scottish oil and gas companies are looking for joint ventures with Indian

upstream companies to offer their expertise in supply chain management.

Scottish companies have expertise in deep-sea exploration and development of

marginal oil fields. Scottish Development International (SDI), an economic

development agency for Scotland, is facilitating interactions between the com-

panies of the two countries.

• British Gas has proposed to buy entire Ravva Gas

British Gas has offered to buy the entire gas output of Ravva gas, approximate-

ly 4 million cubic meters, prevailing at the market prices. Ravva gas is jointly

owned by the consortium of ONGC, Cairn Energy and Videocon International.

BG is currently retailing gas to various consumers through its two gas distribu-

tion firms-Gujarat Gas Company and Mahanagar Gas Ltd in Gujarat and

Maharashtra respectively. BG has planned out an investment corpus of USD

700mn to invest in India’s upstream sector.

• IT for Oil – India’s offer to Kazakhstan

Petroleum minister Murli Deora held talks with the Kazakhstan premiere, for

setting up IT shops in the capital Almaty. Earlier, India was unable to source

Kazakhstan’s oil and is resorting to barter trade. Kazakhstan has the Caspian

Sea region’s largest recoverable crude oil reserves. Its production accounts for

about two-thirds of the 1.8-million barrels a day of oil produced in the region,

including oil from regional producers, Azerbaijan and Turkmenistan.

• OVL securing energy assets in Columbia and Myanmar

ONGC Videsh Ltd. (OVL) and the Chinese oil major, Sinopec have been suc-

cessful in their USD 800mn bid for Ominex de Columbia. Ominex is a sub-

sidiary of U.S.-based Ominex Resources. OVL also plans to bid for three more

blocks in Myanmar. OVL already has a presence in the Myanmar through a

consortium for exploration activities.

• India’s renewable energy in focus

United States and Germany have proposed investments to the tune of USD

2.1bn for Special Economic Zones (SEZ) being set up in India. Companies

have showed interest in manufacture of renewable energy systems.

Government of India is planning to set up a series of SEZs to manufacture

renewable energy systems and devices. It is also planning to release a new

bio-fuel policy soon.

• Foreign companies queue up for Northeastern assets in India

Assam Government is wooing investors to explore crude and natural gas in

Assam. A Canadian and a British company, Canoro Resources Limited and

Premier Oil, respectively, already have a presence in the region.
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Oil & Gas

Analyst: Amiya Swarup

Director General of Hydrocarbons,
the upstream regulator in the
country, has proposed gas prices
in the country to be linked to
global indexes like Henry Hub in
the US, LNG or naphtha
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• Mylan to acquire Matrix Laboratories

Mylan Laboratories, a U.S.-based generic drug manufacturer will acquire a 71.5

percent stake in Matrix Laboratories, a Hyderabad based pharmaceutical com-

pany focused on APIs, intermediates and contract manufacturing, for USD

736mn.  As per the agreement, Mylan will buy 51.5 percent share from existing

promoters and will make an open offer for additional 20 percent stake.

• Serum Institute acquires 14 percent stake in Lipoxen Plc

Serum Institute, a leading manufacturer of vaccines, acquired a 14 percent

stake in the U.K.-based Lipoxen Plc for GBP 2.6mn. Lipoxen is a biopharma-

ceutical company focused on the development of differentiated biologicals, vac-

cines and oncology drugs. The acquisition will help Serum diversify into oncolo-

gy and recombinant products.

• Suven and Eli Lilly enters into R&D Collaboration

Suven Life Sciences, which is focused on contract research and drug discovery

support services, has entered into a Research and Development collaboration

agreement with U.S.-based pharma major Eli Lilly. As per the agreement, scien-

tists from both the companies will work together for pre-clinical research in the

area of central nervous system (CNS) disorders. Suven will receive milestone

payments from Eli Lilly and downstream payment if the identified molecules get

selected for further development.

• Wockhardt enters into tie-up with IndUShealth Inc

Wockhardt Hospitals, a part of the Wockhardt Group, has entered into a tie-up

with IndUShealth Inc, a U.S.-based company providing uninsured and self-

insured Americans access to affordable high-quality medical treatment in India.

The tie-up is a referral agreement under which IndUShealth will promote and

expand Wockhardt's business in North America by identifying, qualifying and

referring patients to the Indian facility.

• ResMed opens India Subsidiary

ResMed, a U.S.-based, USD 3.5bn, breathing problems related medical

devices manufacturer, has launched its marketing operations in India, through a

partnership with a local company Respicure Medsys. The local partner will dis-

tribute ResMed’s products in India. According to company’s senior official, India

is a big market as about 8 percent of the population suffers from the disorder,

sleep apnoea. The company expects to generate USD 10mn in revenues in the

next five years.

• Apollo Health Street Buys U.S. firm

Apollo Health Street, a Business Process Outsourcing (BPO) firm and part of

the Apollo Group, has acquired Armanti Financial Services, LLC, a New Jersey

based firm focused on hospital billing and receivables management for USD

31mn. Post acquisition, the combined entity will have a staff strength of 3750

and is expected to generate USD 100mn revenues in the next one and a half

years.
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Analyst: Amit Shah

“India is firmly on the global
pharmaceutical map”
Christopher Eve, Senior VP, CMP Asia
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• Change in plans of bidding for ultra mega power projects

Foreign major players like power major Doosan of South Korea (with Tata

Power), the Hong Kong-based China Light Power (GMR group), and the

Canadian SNC Lavlin have announced tie-ups with Indian players. Others are

said to be scouting for suitable partners with regard to bidding for ultra mega

power projects in order to reduce their own exposure to risk. The government

has categorically declined to provide a sovereign guarantee, suggesting that an

escrow facility, where the State Electricity Boards deposit the payable amount,

be used instead.

• RIL to set up power plants in Special Economic Zones (SEZs)

Mukesh Ambani–owned, Reliance Industries Limited, (RIL) is planning to set up

two gas-based power plants by 2008, of 2000 MW each. They would be located

in the newly acquired Special Economic Zones (SEZs) in the States of Haryana

and Maharashtra (Navi Mumbai) to meet the need of uninterrupted power sup-

ply. The power plants will start in conjunction with the production of gas from

Krishna-Godavari Basin (KG Basin) and it is estimated that 20mmcmd gas has

been earmarked for these two power plants.

• Dabhol plant in trouble again as FIs mull exit option

The financial institutions (SBI, ICICI Bank and IDBI Bank) that invested in

Ratnagiri Gas Dabhol Power plant are now no more keen on the project. They

fear it will become commercially unviable at the current projected cost of USD

340.40mn to refurbish blocks one and three of the power plant, as they will

have to bear the additional cost. IDBI had picked up 85 percent of the project

cost as debt. GAIL and NTPC invested 15 percent by way of equity in the spe-

cial purpose vehicle floated for the project. Another reason the project has

failed to take off is because the Maharashtra State Electricity Distribution

Company has refused to buy power from the plant as rates have shot up to INR

6 per unit, it is able to source power from the eastern grid at far cheaper rates

than this.

• Tata Power to expand its generating capacity by 15,000 MW

Tata Power Company will expand its generating capacity by 15,000 MW by the

end of this financial year. The expansion includes the company's bids for the

two ultra mega power projects, Sasan and Mundhra, for which it has filed

request for qualification (RFQ), two 1,000 MW imported coal-based coastal

projects in Maharashtra and a 1,000 MW project in UP at Chola. It further said

that land acquisition was in progress for the three 1000 MW projects.

• NTPC to sign MoU with Arunachal State Government for USD

4.25bn Arunachal hydel project

NTPC Ltd is on the verge of signing a memorandum of understanding (MoU)

with the state government for it's biggest power generation project, a USD

4.25bn hydel project at Italin (4,000 MW) in Arunachal Pradesh.The decision on

the MoU was concluded in a meeting held by the power ministry with the state

government last month. This is the second major boost for developing

hydropower in the state after Arunachal Pradesh's arrangement with National

Hydroelectric Power Corporation for setting up a 10,500 MW plant.
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Analyst: Amit Chhallani

National Thermal Power
Corporation Limited is eyeing a
slot in the Fortune-500 companies
with a USD 31.1bn crore group
turnover and 66,000 MW of gen-
eration capacity by the year 2017
Part of NTPC’s recently laid down corporate
plan
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• Ericsson bags USD one billion contract from Airtel

Bharti Airtel, India’s leading cellular service provider, has given a USD 1bn con-

tract to Swedish telecom vendor Ericsson. The contract is for a period of three

years and would cover expansion and upgradation of its GSM, GPRS network

as well as to manage services to increase network capacity. The service con-

tract with Ericsson is towards the design, planning, supply, installation, and

commissioning of Airtel networks in the 15 telecom circles in the country.

• Nortel to open R&D arm in Bangalore

Telecom networking equipment major Nortel, announced its plans to set up a

research and development centre in Bangalore. This centre will focus on new

product design, development and testing to deliver greater cost benefits to cus-

tomers worldwide. The R&D center would be spread over 35,000 square feet

and would employ 100 engineers by 2006 end. Activities at the centre would be

built on Nortel's existing capabilities in advanced routers, ethernet switching,

and security and Void technologies.

• Tata acquires 26 percent in JV with South African government

The Tata Group acquired a 26 percent stake in InfraCo, a South African tele-

com company. The remaining stake in the company will be held by the South

African government. The joint venture will be the third network operator in

South Africa. It will offer long distance services within the country and will also

build and operate marine telecom infrastructure for international long distance

(ILD) traffic. The investment will be routed through Tatas' long distance arm,

VSNL.

• BG India sells broadband arm

BG India, formerly British Gas, has sold its broadband services company Iqara

Telecom India to Citigroup Venture Capital International (CVCI). Iqara was start-

ed as a 100 percent subsidiary of BG during the internet boom. BG India has

exited the telecom business in order to focus on its core business of gas explo-

ration and distribution. Iqara has a broadband cable network in more than 11

cities across India and a subscriber base of 0.13 million customers.

• BSNL, Space, Defense asked to vacate 3G spectrum by 2007

The DoT has prepared a road map for the release of 3G spectrum under which

it has asked the Departments of Defense and Space, and BSNL, India’s largest

and state-owned telecommunication company, to vacate the spectrum bands

currently in their possession by 2007. DoT has also decided that telecom oper-

ators will have to pay for the use of 3G spectrum.

• DoT approves the issue of Letter of Intent (LoI) to Aircel

The Department of Telecom (DoT) has approved the issue of Letter of Intent

(LoI) to Aircel in eight of the eleven circles it had applied for licenses.

Malaysian major Maxis hold a majority stake in Aircel. Aircel can enter into the

Delhi circle with DoT clearing its application for LoI, making it the seventh oper-

ator to foray into the city, which has more than six million cellular subscribers.
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“About 30 percent of India's popu-
lation of just over 1bn lives in
towns and the remainder in rural
areas. Mobile phone penetration
rates in towns is about 30 percent
compared with between 2 and 3
percent in the countryside”
Manoj Kohli, President, Bharti Airtel 

©�2006�KPMG,�an�Indian�partnership�and�a�member�firm�of�the�KPMG�network�of�independent�member�firms
affiliated�with�KPMG�International,�a�Swiss�cooperative.�All�rights�reserved.



• Tata buys 30 percent stake in U.S.-based Energy brand.

The Tata group, one of India’s largest private conglomerates, announced a

major acquisition. Its subsidiaries, Tata Sons and Tata Tea (owners of U.K.-

based Tetley Tea), will jointly invest USD 677mn to buy 30 percent stake in

U.S.-based Energy Brands Inc (EBI). EBI are makers of the “Glaceau” range of

wellness beverages that includes products such as vitamin water, smart water

and fruit water that are sold in 40 states in the U.S. EBI also markets ready-to-

drink coffee from U.S.' Best Brew. This investment has been earmarked as

among the largest by any Indian corporate and is in line with the company’s

strategy to expand its international business through acquisitions.

• Videocon set to acquire Daewoo’s consumer durables business

Indian electronics and home appliances maker Videocon is likely to emerge as

a winner in the bid to acquire South Korean consumer goods company,

Daewoo Electronics. Daewoo had already announced plans to sell its consumer

electronics division by inviting bids earlier this year. Videocon, Haier, LG and

Whirlpool emerged as the four potential buyers with Videocon’s bid being the

highest, at USD 650mn. The company has plans to strengthen its global

foothold in the growing electronics and consumer durables business, and earli-

er this year, had acquired the colour picture tubes business of French giant,

Thompson SA, for USD 308mn.

• Radico Khaitan forms JV with Diageo

Radico Khaitan and leading global spirits maker Diageo have announced a

50:50 joint venture to create innovative brand marketing and distribution in the

Indian-Made Foreign Liquor segment (IMFL). Diageo is the world’s top spirits

company and has brands such as Smirnoff, Johnnie Walker, etc in their portfo-

lio. The two companies will continue to operate their independent businesses

and uphold their brand portfolios, outside of the JV.

• UB Group of India leads the race for acquiring European distiller

In an attempt to widen distribution networks, United Breweries Group, India's

leading liquor company and the world’s third largest distiller, is on the front lines

to acquire privately held distiller, Whyte & Mackay (owner of Dalmore Single

Malt). By acquiring Whyte & Mackay's distribution network in the European

Union, UB will be able to gain a strong presence by selling and marketing

Indian-made whiskies and rums in European markets. This deal is still in the

early stages of discussion and UB is contemplating a bid worth USD 876mn,

with potential backing from Citibank, Standard Chartered and ICICI Bank.

• UB Group assesses a potential takeover of Independent Liquor Ltd

The UB group is assessing a potential takeover of Independent Liquor Limited,

a leading alcoholic beverages maker based in New Zealand. Independent

Liquor's brands include Woodstock, Vodka Cruiser, Cody's, KGB and Pulse,

and it also distributes a range of premium beer brands across the Australia-

New Zealand region. The estimated value of this company is between USD

650-725mn. The rationale behind this bid is for UB to expand and strengthen its

presence in other markets such as the Asia-Pacific.
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“India is the only market in the
world where 25 years of global
retail experience is being
crammed into five. If retail FDI is
not opened up this decade, global
rivals will have a high learning
curve as and when they do enter”
B S Nagesh, Managing Director, Shopper’s
Stop
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