
Sectoral Snippets
India Industry Information

Issue 7 - February 2007

KPMG IN INDIA



Page 2 of 15

Sectoral Snippets

About Sectoral Snippets

Sectoral Snippets is an India-focused, monthly, freely-distributable newsletter brought out by

KPMG in India. This newsletter provides an overview of the Indian economy in the form of

news-briefs from across key sectors.

Contact mknowledge@in.kpmg.com if you are interested in receiving this newsletter on a

regular basis, or wish to unsubscribe.

Table of Contents

1. Indian Economy 3

2. Auto and Auto Components 4

3. Banking and Insurance 5

4. Consumer Markets and Retail 6

5. IT / ITeS 7

6. Media 8

7. Oil and Gas 9

8. Pharma 10

9. Power 11

10.Real Estate and SEZs 12

11.Telecom 13

12.Transport and Logistics 14

Sectoral Snippets, Issue 7

The Indian economy has entered the year

2007 continuing on its growth path, and not

ceaselessly attracting businessmen from the

corners of the earth. Within the time frame of

just a little over a month, India Inc. has been

involved in Mergers and Acquisitions (M&A)

worth more than USD 32 billion (excluding

private equity). This number, of course, has

been influenced largely by Tata Steel’s take

over of Anglo-Dutch steel company – Corus.

The deal worth around USD 12 billion is just a

sign of things to come. While two years ago all

M&A involving India for the whole year added

up to just USD 16.3 billion, today, it appears,

that there has been a paradigm shift. It is

exciting to be part of a country whose image of

backwardness is slowly being eclipsed by

striking modernism. In the words of Prime

Minister Manmohan Singh, India is calling to

be a part of its great adventure!

We hope you enjoy reading this edition of

Sectoral Snippets. Your feedback is welcome.

Regards,

Russell

Russell Parera

Chief Executive Officer

KPMG in India
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India Growing, India Shining, and now India Poised. The country’s appetite for

acquisitions hasn’t subsided, the interest evinced by foreign investors is

reaching its peak, consumer power is showing no signs of dwindling …and it

seems India plans and is well-equipped to keep this momentum up through

2007.

Since January 2006, India's merchandise exports have grown by 24 percent to

USD 103 billion. The Commerce Minister, Kamal Nath has said that the

country’s exports could touch USD 125 billion this financial year. Foreign

exchange reserves rose from USD 151.6 billion in FY ‘06 to USD 177.25 billion

during the week ended December 29. This rise has been complemented by an

increase in FDI inflow from USD 6.1 billion in 2004-05 to USD 7.8-billion in

2005-06.

While the World Economic Forum at Davos this year had India stealing the

show as far as investor interest was concerned, according to a study Indian

business owners are the most confident bunch worldwide where prospects of

their economy are concerned. They have been the most confident for the past

four years now. 

And just as Indians in India are experiencing confiedence in their economy,

their counterparts across the world are witnessing the effects of a transforming

India. While several Non-Resident Indians (NRI) are now declaring that they

are no longer ‘embarrassed’ about their roots, others like MBA graduates from

top Business schools are refusing hefty pay-cheques that company’s abroad

have to offer to  instead be a part of this growing economy.

Even so, many have begun to question whether India’s current upward trend is

sustainable and whether the benefits of globalization are being equally

distributed. While India may produce the largest number of engineers in the

world each year, only a small section of these are employable in world-class

companies. The Knowledge Commission has indicated that India needs 1,500

more universities as only 10 percent of those who apply actually get seats. The

divide between the haves and the have-nots is widening; a recent study found

that one in five teenagers in Delhi was obese while a government report

showed that one in three children under the age of three was clinically

underweight. 

It is refreshing to note, however, that the youth (aged 25 and below) that make

up more than half of India’s population are willing to contribute to the

betterment of the country. The Confederation of Indian Industry’s (CII) 3rd

Young Indians National Summit early this February chose the theme

‘Challenging the Status Quo’. An interesting group from varied sectors got

together to share their views on how the youth could make a difference. The

message was clear – young Indian’s must assume responsibility and rise

above conventional attitudes to challenge the status quo.

Indian Economy
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“We in India wish to see you
engaged in India's great adventure
of building an India free from fear
of war, want and exploitation.
Invest not just financially, but
intellectually, socially, culturally
and, above all, emotionally.” 
Indian Primer Minister Manmohan Singh to

participants at an Overseas Indians Conference
(Source: The Straits Times, Singapore – January 11, 2007)



• Auto Exports to touch 2.9 million by 2010

Over 970,000 vehicles were exported from India in 2006. The compounded

annual growth rate (CAGR) for exports during 2001-2006 was 41.7 percent

compared to the domestic CAGR of 16.6 percent. As per market estimates,

about 2.9 million vehicles could be exported from India in 2010 and this number

could double again over the next 4-5 years. An enabling factor could be a

special government export package as outlined in the draft Automotive Mission

Plan (AMP) 2006-2016. The AMP projects an industry size of USD 145 billion

by 2016 with exports of automobiles and components accounting for USD 35

billion.

• Amtek Auto eyes overseas acquisition

Auto component major, Amtek Auto, is reportedly scouting for a mega overseas

acquisition to strengthen its position in the US market. The USD 700 million

company is also believed to be evaluating smaller takeover opportunities in the

domestic casting and forging market. It plans to set up two new heavy forging

facilities at Dharuhera (Haryana) and Pune with a 6,000 ton and 4,000 ton

forging press respectively. 

• BMW plans to source components from Hero group

BMW is negotiating with the Hero Group, a joint venture partner of Honda, to

source components from India. The company expects to start with an initial

order for disc brakes and gears, and intends to move up the value-added chain

over a period of time. BMW already sources seats, seat trims, electronics and

door panels from India. The company intends to increase its purchase of

Indian-made components and has set up a purchasing office in India to

manage sourcing for its global operations.

• Sasken forms JV with TATA AutoComp

Sasken Communication Technologies and Tata AutoComp Systems (TACO)

have formed a joint venture to address the automotive electronics market. The

new company to be called TACO Sasken Automotive Electronics Private

Limited, will design, develop and market automotive electronic products for the

global market, addressing both original equipment manufacturers (OEMs) and

aftermarket ones.

• Kinetic Group spins off two-wheeler and auto parts business into

separate arms

Kinetic Engineering Limited (KEL) plans to grow its auto components business

to over USD 68 million by 2008. In a major restructuring move, the Kinetic

Group has reorganized its operations into two verticals - auto components and

two-wheelers. With this restructuring, KEL, the erstwhile manufacturer of

mopeds, motorcycles and engines, has transferred its two-wheeler operations

to Kinetic Motor Company Ltd (KMCL), the Group's scooter manufacturing arm.

KEL will now focus exclusively on manufacturing of auto components and

assemblies whereas KMCL will manufacture and market the Group’s entire

range of two-wheelers.
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Analyst: Lalitha Balan
©�2007�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.

“We plan to export 250,000 cars
by 2010. A car targeted at the
European market will be unveiled
by 2008-09 and we hope to export
100,000 units” 
Jagdish Khattar, Managing Director, Maruti Udyog Ltd.

(Source: Hindustan Times, January 27, 2007)



• 3QFY07 monetary policy review

India’s central bank, the Reserve Bank of India (RBI) in its 3QFY07 monetary

policy review raised the repo rate (the rate at which RBI lends to banks) by

0.25 percent to 7.5 percent. However, the reverse repo (the rate at which RBI

borrows from banks) was left unchanged at 6 percent. This move is aimed at

curtailing rising inflation. The RBI also revised upward its GDP growth

projection to 8.5 to 9 percent from the earlier 8 percent.. During April-November

2006, industrial production remained buoyant, with growth accelerating to 10.6

percent compared to 8.3 percent a year ago. The manufacturing sector with

11.5 percent was the key driver of industrial activity, contributing to 91.2 percent

of the growth in industry.

• Foreign investors acquired 20 percent stake in the National Stock

Exchange

The New York Stock Exchange and other foreign investors including General

Atlantic, SAIF Partners and Goldman Sachs have together picked a 20 percent

stake in Mumbai-based National Stock Exchange. As per market reports, the

deal size for the entire stake is estimated to be around USD 460 to 480 million.

As per the Foreign Direct Investment guidelines, foreign investment in stock

exchanges is capped at 49 percent. Foreign investment includes 26 percent of

direct investment and 23 percent of investment by portfolio investors. The

Securities and Exchange Board of India (SEBI) has stipulated a five percent

investment limit for a single foreign investor. 

• UBS Global Asset Management acquires Standard Chartered’s

mutual fund business in India 

UBS Global Asset Management has acquired Standard Chartered’s mutual fund

business (Standard Chartered AMC) in India for USD 120 million. The

transaction is, however, subject to certain regulatory approvals and is expected

to be completed in the second half of 2007. Standard Chartered AMC managed

a total asset base of USD 2.8 billion (INR 12,624 crore) at the end of December

2006. The Indian mutual fund industry had close to USD 73.5 billion assets

under management at the end of December 2006.

• Foreign investments in equity brokerage business

Government of Singapore Investment Corporation and the New York-based

hedge fund, Galleon Partners have invested 20 percent stake in Edelweiss

Capital for around USD 90 million. With around 600 employees, it offers

services ranging from brokerage to investment banking, asset management

and insurance advisory. Edelweiss reported total revenues of USD 32.2 million

(INR 147 crore) and a profit after tax of USD 9.3 mn (INR 42 crore) for FY06.  

Oman-based BankMuscat has agreed to acquire a 43 percent stake in the

stock broking group Mangal Keshav for an undisclosed sum. The Mangal

Keshav Group, headquartered in Mumbai, has 20 branches and 220 franchises

at 70 locations across India It accounts for around two percent of the total

volume of exchange business in India. Earlier in October 2006,  BNP Paribas

acquired 33 percent stake in Geojit Financial Services. 

Page 5 of 15

Banking and Insurance

Analyst: Aman Kaushik
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Bank

Market

Cap.

(USD mn)        

Net Profit

(USD mn)

Growth

percent

(y-o-y)

ICICI 19,296 519.3 31

State
Bank�of
India

14,354 692.8 (14)

HDFC
Bank 7,883 181.4 31

Top Three Banks (by market capitalization) –

Financial results for nine months ending

December 2006

(Source: Market capitalization as of  February 1, 2007 –
Bloomberg company results)

Note: Exchange rate taken as 1USD = 44 INR



• Aditya Birla Group acquires  South Indian retail chain

The Aditya Birla Group, one of India’s largest conglomerates, has acquired

Trinethra Superretail Limited, a south India based supermarket and

convenience store chain. The company has over 170 stores under the Trinethra

and Fabmall brands spread across Andhra Pradesh, Kerala, Karnataka and

Tamil Nadu. The acquisition would provide the Group a strong foothold in South

India and is in line with its strategy to be a leading player in the retail business.

• Pantaloon enters joint venture with Staples

Pantaloon Retail, India’s leading retailing company, has formed a joint venture

with US-based Staples, one of the largest office-product retailers in the world.

The new joint venture company, Staples Future Office would bring together

Pantaloon's local business knowledge with Staples' best practices and global

procurement strengths in the office products business which has huge potential

for growth in India. Staples Future Office would serve businesses of all sizes

through delivery as well as cash-and-carry locations by offering a wide range of

office products from core office supplies to printers and computers.

• Total Produce Plc forms an Indian joint venture with Tata

Chemicals 

Ireland’s leading fresh produce firm, Total Produce Plc, plans to form a joint

venture with Tata Chemicals Ltd. to distribute farm produce such as fresh fruits

and vegetables in India. The new venture would set up back-end operations by

building distribution facilities and would work towards sourcing of farm produce

and supplying it to Indian retailers and wholesalers. The venture would focus on

improving efficiencies, increasing shelf life and reducing product loss in the

supply chain. Tata Chemical has built a network of about 500 agri-service

centers, branded as 'Tata Kisan Sansar' which would be tapped to source

produce for the new venture. Total Produce was recently spun off from Irish fruit

distributor Fyffes Plc. 

• Indian textile company Himatsingka to acquire Italian Giuseppe

Bellora

Indian Textile design and manufacturing firm Himatsingka Seide plans to

acquire an Italy-based textile company, Giuseppe Bellora SpA for an

undisclosed amount. The acquisition would give Himatsingka, access to

high-end distribution networks in the global home textile segment. Bellora has a

significant presence in the luxury bed linen segment across Europe and its

products are sold through its own distribution outlets and through major

European department stores. 

• Damas on expansion mode in India 

Damas, the Dubai based jewellery company plans to expand its retail

operations across India by scaling up the number of stores in India from 11 to

100 in three years. It would focus on its in-house jewellery collection and

watches from international luxury brands to strengthen its presence in the

rapidly growing Indian branded jewellery market. Damas has a global network

of more than 285 stores across four continents and sixteen countries.
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Consumer Markets and Retail

Analyst: Sitanshu Sheth

"As Staples expands globally,
India represents a great
opportunity for the company." 
Ron Sargent, Chairman and CEO, Staples
(Source: Business Line, January 19, 2007)
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• IT-ITeS expected to post spectacular growth in FY 2006-07

According to National Association of Software and Service Companies

(NASSCOM) estimates, the Indian IT-ITES industry is likely to exceed USD 47

billion in annual revenue in FY07 (April-March), an increase of nearly 27.8

percent in this current fiscal. Exports of software and services are estimated to

grow by 32.6 percent, to reach USD 31.3 billion. The sector is likely to account

for 5.4 percent of GDP in FY07 and employment is expected to touch 1.63

million, up from 1.29 million in FY06.

• IT-ITeS witnesses increasing private equity investment

The Indian IT/ITES sector saw as many as 87 private equity deals, netting

investments worth USD 1.47 billion in 2006. Though there has been intense

private funding activity in other sectors like manufacturing and heavy

engineering, IT continues to be a hot sector for private equity (PE) investments

in India. KKR’s investment of USD 900 million in Flextronics Software was the

largest private equity deal of the year. In 2005, the industry  attracted 46 PE

investments worth USD 412 million.

• i-flex buys Singapore based Capital Markets Company Pte Ltd.

i-flex, a leading software provider in the financial service domain, has

announced plans to buy Capital Markets Company Pte Ltd., a company

providing consultancy services to banks in the Asia Pacific region. With this

acquisition, i-flex aims to strengthen its consultancy practice in the region. 

• Indian IT service providers double their share in ADM contracts 

According to Siddharth A Pai, Partner, TPI Advisory Services India Pvt Ltd, over

the last three years, Indian IT service providers have more than doubled their

share in the global application development and maintenance (ADM) segment.

During the first nine months ended September 2006, the share had risen to 26

percent from 12 percent in 2003. The total contract value bagged by Indian IT

service providers in the large ADM contract space for the nine months ended

September 2006 was USD 1.1 billion while in 2005 it was USD 1.3 billion or 17

percent of the global share.

• Genpact and Kimberly-Clarks inks an outsourcing deal

The U.S. based Kimberly-Clark Corporation and Genpact have entered into a

five year outsourcing contract. Under the contract Genpact would support

certain finance and accounting services of Kimberly-Clark, which include

accounts payable and travel expenses, pricing administration,

accounting-to-reporting and supply-chain accounting.

• Subex Azure to acquire Syndesis limited

Bangalore based Subex Azure has entered into conditional contract to acquire

Syndesis limited in an all-cash deal. The deal values Syndesis at USD 164.5

million. Subex Azure is a provider of revenue maximization solutions to telecom

companies and Syndesis is a player in Operations Support Software for

telecom companies.
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Analyst: Devesh Bhatt

IT / ITeS
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USD billion
FY

2006

FY

2007E

IT�Services 17.8 23.7

ITES-BPO 7.2 9.5

Engineering�Services�and
R&D,�Software�Products 5.3 6.5

Total�Software�and�Services
Revenues 30.3 39.7

Of�which,�exports 23.6 31.3

Hardware 7.0 8.2

Total IT Industry 37.4 47.8

IT Industry-Sector-wise Break-up

(Source: NASSCOM website)



• FM radio attracts foreign players

A large number of global FM radio companies are reportedly rushing to forge

alliances with their Indian counterparts. Canadian broadcaster Hitz Radio,

Fairchild Radio (a western classical FM channel) and Birmingham-based BRMB

and WBHE, are scouting for partners in India. Other players like Sunrise Radio,

the first Asian FM station in the UK, and Radio Broadcast Netherlands have

also expressed their interest in content creation for Indian FM stations. Further,

STAR TV has agreed to acquire a 20 percent stake in Music Broadcast Pvt Ltd,

which runs Radio City. Foreign players seem to find the FM radio space

attractive after the Indian government decided to move from a very high annual

license fee regime, which increased by 15 percent every year, to a revenue

sharing model where operators need to pass on four percent of their annual

revenues to the government. FDI is restricted to 20 percent in private FM radio. 

• Nimbus gets USD 125 million from 3i, Cisco, Oman Fund

3i, Cisco and Oman International Fund (OIF) have invested USD 125 million in

India’s Nimbus Communications Ltd. The private equity investment would be

through compulsory convertible debentures that will be converted into equity

shares prior to the company's listing. The money will be utilized to diversify its

international sports business into football and golf. Nimbus has launched a

24-hour cricket channel, Neo Sports, and plans to launch two more sports

channels. Nimbus earns 70 percent of its revenue from cricket and holds the

BCCI rights for domestic and international matches played by India between

2006 and 2010.

• Temasek buys 10 percent in Tata Sky for USD 55 million

Tata Sky, the joint venture between Tata group and Star TV has sold a 10

percent stake to Singapore-based private equity fund Temasek Holdings for

USD 55 million. The 10 percent stake acquired by Temasek is in line with the

government's foreign investment norms for the sector.  Post restructuring, Tata

group will hold 70 percent, Star TV 20 percent, and Temasek 10 percent

respectively.

• Adlabs buys stake in Synergy Communications

Adlabs Films, has acquired controlling stake in Siddhartha Basu’s television

content company Synergy Communications. Synergy Communications will be

renamed Synergy Adlabs Ltd; the first production venture for the new company

is Kaun Banega Crorepati on Star Plus. Synergy Adlabs is expected to

contribute sizeable revenues to the overall revenue of Adlabs Films by March

2008.

• Blackstone invests USD 275 million in Ushodaya

Ushodaya Enterprises Limited, which owns Eenadu newspaper, ETV and

Ramoji Film City, has announced that global private equity firm Blackstone

Group and its affiliates would invest up to USD 275 million in the

Hyderabad-based media house. Ushodaya had considered an IPO but decided

on the Blackstone investment instead, in order to leverage the group’s track

record in the global media sector.
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No. of Deals
Value

(USD mn)

Mergers�and
Acquisitions 37 630

Private�Equity 14 166

Media and Entertainment Industry 

Source: Grant Thornton Annual issue 2006, volume VI



• Essar bags 3 blocks in Madagascar

Essar Energy holdings, a part of Essar Global and the holding company of

Essar Oil Ltd (EOL) has bagged three exploration blocks in Madagascar,

located near Africa. The blocks have a total acreage of 36,000 sq km. Tullow oil

of Ireland, Pexco of Malaysia, Amicoh of Madagascar and Madagascar

Petroleum were among the 19 main international bidders. 

• Indian companies to set up refinery in Yemen 

Ministry of Yemen has invited Indian companies to set up refineries in the

country. Yemen has two refineries and has awarded a contract for a third to

India’s Reliance Industries jointly with Yemen’s Hoodoil. Reliance Industries will

set up 50,000 barrels per day (bpd) refinery in Yemen, for which it has already

picked up a stake in two oil blocks. Yemen is planning to build two more

100,000-bpd refineries, for which an invitation has been given to state owned

Oil and Natural Gas Corporation of India (ONGC).  

• Venezuela’s Petroleos de Venezuela SA to set up refinery in India

Venezuela's state oil company, Petroleos de Venezuela SA, plans to set up a

refinery and establish a petroleum retailing venture in India. The proposed

refinery would process the Venezuelan crude from the San Cristobal block

where India's ONGC Videsh Ltd., an arm of ONGC, has been offered a 30

percent stake. 

• Brazil's Petrobras to get stake in Krishna Godavari Basin

ONGC is set to sign a swap deal with Brazil's Petrobras. ONGC will offer equity

stake to Petrobras in India's largest gas find in the hydrocarbon-rich Krishna

Godavari (KG) Basin, while ONGC would be offered equity stakes in oil-rich

blocks in Brazil. ONGC had initiated talks with global players like ENI of Italy,

Brazil's Petrobras and UK major BP and BG Group to develop the Krishna

Godavari block.

• OVL wins oil exploration block in Libya

The National Oil Corporation of Libya has awarded ONGC Videsh Ltd. (OVL),

the wholly owned subsidiary of state-owned Oil and Natural Gas Corporation

Ltd., 28 percent in a block in Libya for oil exploration. ONGC Videsh has

operations in the Asia-Pacific, West Asia, Africa, and Latin America. It already

has a presence in Libya. 

• ONGC and Russian Co., Rosneft sign MOU

ONGC signed a memorandum of understanding with Russia's state oil

company OAO Rosneft, in order to jointly study and bid for oil and gas

exploration assets, and refining and marketing projects in India, Russia and

other countries. ONGC and Rosneft are already partners with Exxon Mobil Corp

in Russia's Sakhalin-1 project and have a 20 percent stake in it. ONGC is keen

on partnering with Rosneft to bid for Sakhalin-3 project in Russia's Far East.
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Analyst: Amiya Swarup

“We are looking for opportunities
of mutual cooperation where
Saudi Arabian companies invest
in India and Indian firms in Saudi
Arabia.”
Al-Naimi,Chairman, Saudi Aramco
(Source: Asia Pulse, January 17, 2007)
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• Dabur Pharma acquires Thailand-based biosciences company

Dabur Pharma, India’s leading player in the generic oncology drug segment,

has acquired its Thailand-based marketing and distribution associate,

Biosciences Co. for an undisclosed amount. Dabur plans to expand its foothold

in Thailand’s rapidly growing oncology market by marketing its 30-drug portfolio

through Biosciences’ strong network.

• Nicholas Piramal enters into pact with Eli Lilly for drug

development

Nicholas Piramal India Ltd (NPIL), has entered into an agreement with US

based pharma company Eli Lilly to develop a metabolic disorder treatment

molecule from the non-clinical studies stage up to Phase III of human clinical

trials. NPIL would receive a payment of USD 100 million as well as royalties on

successful drug launch.

• Biocon enters in a joint venture agreement with Abu Dhabi-based

Neopharma

Biocon has announced a 50:50 joint venture with Neopharma, an Abu

Dhabi-based company promoted by NRI Dr. B. R. Shetty. Under this

agreement, the new entity to be incorporated in Abu Dhabi will manufacture and

market Biocon’s portfolio of bio-pharmaceuticals in the Gulf Cooperation

Council (GCC) countries. The portfolio will primarily comprise drugs in the

oncology, cardiovascular, diabetes and auto-immune therapeutic segments. Dr

Shetty is known for his role in healthcare in the UAE through a chain of

hospitals, pharmacies and an integrated pharmaceutical distribution network.

The tie-up would give Biocon a foothold in the GCC region, while enlarging

Neopharma's existing healthcare business.

• Union Cabinet approves the proposal to set up a Central Drug

Authority of India

The Union Cabinet has approved the proposal to set up a Central Drug

Authority of India on the lines of the US Federal Drug Authority. Under this

authority, ten divisions will be set to monitor and handle regulatory issues in the

areas of new drugs, biotechnology, pharma co-vigilance, pharmaceutical

product imports, quality analysis, Indian systems of medicine, traditional

medicine, international co-operation and patent of pharmaceutical production.

• JB Chemicals plans to set up a pharma SEZ in Gujarat

JB Chemicals & Pharmaceuticals Ltd., an Indian pharmaceutical company, is

planning to set up a pharmaceutical Special Economic Zone (SEZ) covering

130 hectares in Gujarat. This SEZ is expected to host manufacturing facilities

for companies engaged in active pharmaceutical ingredients, intermediates and

formulations as well as service facilities for research and development and

contract manufacturing. The total investment outlay is estimated to be around

USD 178 million.  
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Analyst: Nandita Kudchadkar

“Given the country's size and
population, India's contribution in
pharma-biotech research
world-wide should go up from the
present 3 percent to 10-15
percent”
Prof. CNR Rao, Senior Scientist and
Chairman of Prime Minister's Advisory Board
at ‘Making India a Powerhouse in Research'
at the Techvista 2007
(Source: Pharma Biz, January 29, 2007)
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• Government to complete the bidding process of the third 4,000

MW Ultra Mega Power Project by end of March 2007

The central government has issued a request for proposals (RFPs) to 13

qualified bidders in order to complete the bidding process of the third 4,000

Mega Watt (MW) Ultra Mega Power Project (UMPP) at Krishnapatanam in

Andhra Pradesh. The UMPP, based on imported coal will be the first in South

India. The date of bid-submission has been fixed as March 15, 2007 and the

result will be announced on March 31, 2007.

• Bidding process for private sector transmission projects

commence

In a bid to attract private sector participation in the power transmission sector,

the Centre has started a tariff-based competitive bidding process for 14 large

transmission projects entailing a total investment of about USD 4.45 billion. The

projects are to be awarded to developers on a build-own-operate (BOO) basis

and the Power Ministry has appointed Power Finance Corporation and Rural

Electrification Corporation as nodal agencies for doing the initial groundwork for

these projects.

• Merchant plants to hike capacity by 10,000 MW

The government plans to facilitate setting up of around 24 merchant power

plants over the next 3 to 4 years. The plants, with a total capacity of 10,000

MW, will be allowed to sell power at market rates, unlike other plants which sell

at prices decided by regulators. The power ministry has issued guidelines for

setting up these plants, for which captive coal blocks will be allotted. The tariff

charge will depend on demand and supply as the promoters of merchant plants

will not enter into long-term contracts with buyers through power purchase

agreements (PPAs).

• Chinese electrical equipment manufacturers in talks with Indian

companies

The Ultra Mega Power Projects (UMPP) and renewed interest in the power sec-

tor in India is attracting Chinese electrical equipment manufacturers to the

country. Chinese companies like Dongfang, Chint Electrics, Wenzhou Hezhong

and China National are negotiating with Indian companies. Dongfang is plan-

ning a tie-up with Lanco Infratech to supply critical boilers to India's first UMPP

at Sasan.

• Dabhol to become fully operational on Gas from June 2007

The 2,184 MW Dabhol power plant that had run into rough weather over the

last decade will become fully operational by June following a tie-up with gas

supplier Petronet LNG Ltd. The plant, currently running on naptha, will run

totally on gas, making it economically viable. Negotiations over pricing were

presently being carried on with Petronet LNG Ltd. Currently, Dabhol's Phase II,

with 780 MW generating capacity, is being run on naphtha. Phase I and Phase

III have a generating capacity of 760 MW each.
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“India has a hydro power
potential of about 150,000 MW,
concentrated largely in Himachal
Pradesh, Uttaranchal, Sikkim,
Arunachal Pradesh and Jammu
and Kashmir.”
C Rangarajan, Chairman of Prime Minister's
Economic Advisory Council, at the inaugura-
tion of TK Agrawal Management
Development Centre, at M S University
(Source: The Press Trust of India Limited, January 1, 2007)
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• Morgan Stanley buys minority stake in Oberoi Constructions

Morgan Stanley has acquired a 10.75 percent stake in Mumbai-based Oberoi

Constructions for a consideration of USD 152 million. The investment is so far

said to be the biggest by any foreign institution in the Indian property

development industry. Oberoi Constructions has projects in Mumbai and New

Delhi and is currently developing around 15 million square feet property. In

2006, Morgan Stanley had invested USD 68 million in Bangalore-based Mantri

Developers Private Ltd and USD 65 million in New Delhi-based Alpha G: Corp

Development Private Ltd.  It also plans to invest USD 1 billion in the real estate

sector.

• Kotak Realty to raise around USD 350 million

Kotak Realty is planning to setup its second real estate fund by raising around

USD 350 million for its second real estate fund from international investors,

financial institutions and High Net-worth Individuals (HNIs). The fund is

expected to invest in hotels, healthcare, retailing, education and property

management projects in northern India. 

• Tulip to invest USD 556 million

Tulip Infratech Ltd is planning to invest around USD 556 million for developing

housing and integrated township projects in Haryana and Uttar Pradesh over

the next 3-4 years. The company plans to develop five projects, four in Haryana

and one in Uttar Pradesh. The first project is slated to be completed by the mid

2007 and will have 800 flats at an estimated cost of USD 44 million. The other

projects under development comprise of USD 222 million - 60 acre township at

Yamuna Nagar (Haryana), USD 155 million- 60 acre township in Saharanpur

(UP), USD 40 million- 650 flat housing project in Dharuhera (Haryana) and

USD 78 million - 600 flat housing project at Gurgaon.

• JP Morgan invests in Mumbai-based Lodha Builders project

Through its real estate investment arm, JP Morgan has invested USD 61.4

million in a residential property project worth over USD 117 million being

developed by Mumbai-based Lodha Builders. The investment is said to be in

form of debt in return for a small stake in the company. Lodha Builders plans to

give fixed returns on the investment till it is completely paid off. The two

companies are considering a long-term partnership for upcoming projects in 

the future.

• SUN-Apollo Ventures to invest in Indian real estate

The Sun Group and the Apollo Real Estate Advisors Joint Venture Company

has closed its USD 630 million SUN-Apollo India Real Estate Fund, to be

invested in various real estate projects in India. The fund was launched in April

2006 and had its first closing in August 2006. Leading US, European and

Middle Eastern institutional investors, multilateral agencies and high net worth

individuals are said to have invested in the fund. The fund at its early stage is

said to have invested in a 5 million square feet IT park being developed on 58

acres of land in Chennai. 
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Real Estate and SEZs

Analyst: Nitin Dehadraya

“I have long believed that the
Indian real estate sector has
strong fundamentals and the
potential to offer attractive
risk-adjusted returns.”
Chetan Dave, Managing Director,

SUN-Apollo Ventures Limited.
(Source: Earthtimes, January 24, 2007)
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• DoT to set up 8000 telecom towers in rural areas

The Department of Telecommunication (DoT) has invited bids from various

operators and tower companies for setting up 8000 telecom towers in rural

areas. This will help in increasing telecom and broadband penetration in rural

areas. The estimated cost of the project is around USD 900 million and would

be funded from the Universal Service Obligation Fund (USOF). Companies that

have been short listed for this project include Acme Telepower, Ericsson India,

HFCL, Quipo Telecom, Reliance Communications Infrastructure, TCIL, RailTel,

GTL Infrastructure, Essar group, and American Tower Company.

• Flag Telecom to expand its optical fibre network to 60 countries

Flag Telecom, a subsidiary of India’s second largest mobile telecommunications

company Reliance Communications, plans to build the world’s largest IP

network over submarine cable systems in the next three years. With a planned

investment outlay of USD 1.5 billion to lay 50,000 additional kilometers (km) of

undersea optic fibre cable covering 60 countries, it plans to cater to the

fast-growing telecom needs of over five billion customers across the globe. On

completion of this proposed expansion plans, FLAG Global Network would

span over 115,000 km by December 2009, taking the total optic fibre assets of

Reliance Communications Group to over 230,000 km. 

• Cable & Wireless to enter India’s International Long Distance (ILD)

telephony segment

Cable & Wireless (C&W), UK’s leading telecom company, plans to enter the

national long-distance (NLD) and international long-distance (ILD) market in

India. Though the company is yet to apply for NLD and ILD licensees, it is

reportedly scouting for its joint venture (JV) partner in India.  Current

regulations permit FDI of upto 74 percent for undertaking ILD business. Major

international players who have forayed into the ILD segment include AT&T

which has a JV with the Mahindras and British Telecom (BT) which has formed

a JV with Bhartias of the Jubilant Group.

• AFK Sistema, Russia’s leading Private Sector Company planning

to set up a telecom manufacturing base in India

Russia's largest private sector consumer services company AFK Sistema is

looking at setting up a manufacturing base for telecom equipment in India. In

addition to telecom, the group is also focused on sectors such as insurance,

media, banking and real estate. Sistronics, Sistems’ subsidiary company,

designs and installs a wide variety of telecommunications equipment and

software, including fixed network and mobile network equipment.

Page 13 of 15

Telecom

Analyst: Amit Shah
©�2007�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.

“We will be investing USD100
million annually for the next five
years. The figure could go up
depending upon the growth in the
sector.”
Mats Granryd, Managing Director, Ericsson

India
(Source: Business Standard, January19, 2007)



• Indian Railways to chug into Lanka

Indian Railways is set to expand its operations to Sri Lanka. Sri Lanka has

offered India an oil block on nomination basis in return for the Indian Railways

setting up a 160 km rail route from Colombo to Matara. This would be Indian

Railways' first foreign venture.  Sri Lanka is aggressively seeking foreign

investment to revive its railway network. According to the Strategic Enterprise

Management Agency (Sema), which is entrusted with restructuring loss-making

state ventures, 12 railway stations will be re-developed. An official team is likely

to travel to India, Hong Kong, Singapore and the Middle East to attract further

investments in the sector.

• 3 East Coast Sites Spotted For New Shipyard 

The Ministry of Shipping, Government of India, proposes to set up an

international-size shipyard on the eastern coast. It has short-listed Tuticorin and

Ennore in Tamil Nadu and Kakinada in Andhra Pradesh for the project. Ennore

Port Ltd. (EPL) has been selected as the nodal agency for taking preliminary

actions on the project. The Ministry has invited global expressions of interest

(EoIs) to set up the shipyard on a build-operate-transfer (BOT) basis.

• GE Shipping plans USD 833 million capex to buy asset

India's largest private shipping company, Great Eastern Shipping Ltd. is

planning capital expenditure of USD 833 million to acquire shipping and other

overseas assets. The company plans to invest a majority of the proposed

amount itself, while the remainder would be invested by its overseas unit

Greatship India Ltd. The company will fund the acquisitions through cash flow

and debt.

• New Mangalore Port Trust to invest around USD 222 million per

year over the next seven years

New Mangalore Port Trust (NMPT) is embarking on a phase-wise investment at

an average of USD 222 million per year over the next seven years. NMPT is

building a port-based special economic zone in collaboration with Infrastructure

Leasing & Financial Services Limited (IL&FS), Oil and Natural Gas Corporation

(ONGC), and Kanara Chamber of Commerce. The expansion of the port would

enhance the cargo-handling capacity of the port to 52 million tonnes per

annum. In 2005-2006, NMPT handled 34.5 million tonnes of cargo. NMPT

proposes to invest USD 44 million to increase the number of berths from 14 to

18, and USD 156 million for a new container terminal.

• DSCL to bid for airport modernization

DS Constructions Ltd (DSCL) has entered into a tie-up with Flughafen Munchen

GmbH (FMG) - Munich Airport International to bid for the restructuring and

modernization of airports announced by the Government of India. Under the

agreement, the consortium, under the name of Indian Gateway Airports, will

jointly participate in the bidding process. The consortium will form a special

purpose vehicle to undertake work on the project, if awarded. DSCL will hold an

80 percent stake in Indian Gateway Airports. The balance 20 percent will be

held by FMG.
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April- Dec

2006

April- Dec

2005
%

Freight
Goods
(Mt)

528 491 7.5

Freight
Earnings
(USD�mn)

6687 5794 15.4

Passenger
Earnings
(USD�mn)

2813 2473 13.7

Railway Statistics
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