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F1 Agricultureis Gaining

Corporate Currency

Traditionally seen as unroganised and fragmented, agri-business has now become a hot sector, finds Radhika P Nair

A cross the country: the busi-

-'_\ncr:;:-; of growing, harvesting,
Ad transporting and packaging
food is emerging as a hot entrepre-
neurial opportunity as the market
for processed foods with better
qualityexpands rapidly.

Agri-businesses in areas ranging
from farm inputs. logistics and
warehousing, processing and mar-
keting dairy and food produce are
scaling operations and raising
cashfroma plethoraof risk capital
inwvestors keen toget a share of this
fast orowing pie.

By 2015, the Indian food industry
izestimated togrow to 8258 billion,
up from the carrent level of 5181
billion, according to a report by
Ernst & Young India and FICCL
While the sector's low productivity
and shortages insupply wereearli-
el =2en as problems, investors are
now sensing an opportunity for
high growrth.

Larlier this month, Standard
Chartered PE (SCPEjannouneced a
F25-million investment in basmati
processing and marketing compa-
ny Bush Foods, Shortlvbefore that,
came the report that World Bank's
iwvestiment arm, IFC, was plan-
ning to imvest 230 million inanoth-
er basmati rice company, Dunar
Foods, Traditionally seen asan un-
organiserd and fragmented seg-
ment, agri-business has become a
hot sector with aslew of big-ticket
private equity investments in the
pastfew months.

“Supply will never catch up with
demand. Landmass is limited and
there isa limit on whatcan be done
to increase productivity,” says Ra-
jesh Srivastava, chairmanand ma-
naging director, Rabo Equity Advi-
sars, the investment advisor of the

The money is not the only
factor. Entrepreneurs ex-
pect investors to bring
market linkages and in-
formation, especially about
the intemational market

HEMEMDRA MATHUR
MDD, SEAF I'ndia Investrment
Advisors

F120-million India Agribusiness
FFund (LAF). Srivastava savs com-
panies in all the sub-sectors of
agri-business will witness tremen-
dous growth.

“There will be a rise in values of
companies that have a good and
sound supply chain in the agri
space,” savs Pinakiranjan Mishra,
partner &national leader(retail &
consumer products), E&Y India.

BERANDED PRODUCTS N
Firms in the branded commaodities
seomment, like basmati rice, have

SEE1L A SUrge in investments in the
recent past. In 2009, TAF had made
an investment of $10million in LT

Foods, one of India's largest bas-
mati rice exporters. In 2010, inter-
naticnal PE major Blackstone had
invested $63 million in ancther
basmatiriceexporter, RELAgro,

Bush Foods, a basmati rice pro-
curement, processing and market-
ing company, was founded in 1992
in Sonepat in Harvana and has a
presence in both the domestic and
export markets, They raised funids
to expand their manufacturing
and processing facility Recently,
the firm also launched a ready-to-
eatline of products, “Basmati rice
is seeing a significant growth in
the domestic and export market,”
says Hahul Raisurana, managing
directorof SCPE.

Companies are also expecting
mare than just funds from inves-
tors. “The money is not the only
factor Entrepreneurs expect in-
vestors to bring market linkages
and information. especially about
the international market.,” says
Hemendra Mathunr managing di-
rector of SEAF India Investiment
Advizors, who have set up an agri-
focused fund. Bush Foods® chair-
man and managing director Virka-
ran Awasty agrees with this as-
sessiment.

He says they had a lot of funding
options, but went with Standard
Chartered because they area well-
known  international  brand.
“Through them, we can access bo-
nafide information about markets
acroes the globe that we would nev-
e have got on ourown,” he adds.

AMCILLARY SECTORS

Ancillary sectorshavealsoseen in-
vestiments in the past few months.
In 2010, Rabo Equity Advisors in-
vested Bl lmillionin Vacmet India,
a company that manufactures

packaging materials for the food
sector In March this vearn a ware-
housing management company
Sonhanlal Commedities (SLOCM),
raised T45.5 crore in its second
roundof fundingfromMayfield In-
diaand Nexus Venture Partners.

In May 2010, they had raised 710
crore from Mexus, Sandeep Sab-

The first round of funding
proved thatagriculture is
not a dirty word for in-
vestors. The second
round showed that the
firstwas nota fluke

SANDEEP SABHARWAL

CEQ, Sonhonial
Commoxdiries

harwal, CEO of SLCM, says ware-
houses were reporting storage
Iossesof over 8% annually “Were-
alized that with the introducticn
of processes and procedures, we
could bring this down to less than
1%, " headds.

The company. which was estab-
lished in 1983, is today present in
over 85 locations across the coun-
trv and plans to expand this num-
ber to 500 in the next two yvears,
“The funding proved that agricul-
ture is not a dirty word for inves-
tors. The first round brought in

governance processes  and en-
hanced brand waluation,” says
Sabharwal. “The second round of
funding was a wvalidation. I
showed the first round was not a
fluke and that this company is
aond.”

FARMPRODUCE

While imvestments have mostly
been in processing, marketing andc
ancillary sectors, companies fo-
cusing on farm production have al-
=0 received investiments.

Bottom-of-the-pyramid — equity
fund, Aavishkaar which has al-
ways focused on the agri-business
sectorn, made an investment in Inl
Farms earlier this vear. The start-
up. established by Panlkaj Khandel-
wal and Purnima Khandelwal in
Septemmber 20009, claims to be a
farm-to-fork company and is oon-
centrating on pomegranate culti-
ration. Inl is setting up farms un-
der the contract farming, leased
and cwnedmodels, Sincereceiving
the funding, they have been reac-
hing outtofarmers, mostlyin Mah-
arashira and Madhva Pradesh.

The start-up hassetup 100 acres of
farms in Maharashtra {under all
three models) and will acquire an
additionaldi acres by July. “There
is scope for improvements in pro-
ductivity and quality in the agri-
sector, We felt we can add value at
the farm-end of the agri value
chain,” sayvs Pankaj Khandelwal.

DAIRYINDUSTRY

The dairv sector is another are:
that has plenty of opportunities
for increasing vields and also for
improvements in supply chain.
Not surprisingly;, there have been
quite a few investments in thisseg-
ment as well, Carlyle made an in-
vestment of $22 million in Andhra
Pradesh based Tirumala Milk
Procducts in 2000 and in 2008 Moti-

http://epaper.timesofindia.com/Repository/ml.asp?Ref=RVRNLzIwWMTEvVMDQvMjkjQXIwMTkwMA==&Mode=Gif&Locale=e...

lal Oswal had taken a stake in
rag Milk Foods for T60 crore,
Indanuary this yvear, Aavishl:
had inwvested in an Orissa-bas
start-up, Milk Mantra. The com
ny will focus on retailing of fire
millkk and fresh milk products, 1
voghurt, and hopes to start dis
bution in Bhubaneswar witl
this calendar vear, “With the ri;
management and by impleme
ing best practices it is possible
improve productivity in dairy £
get good returns,” savs Srikun
Misra, founder, Milk Mantra.

NEW AGRI FUND5
Apartfromtherise ininvestmer
new sectorfocused agri funds
alsobeinglaunched. Three agri-
lated funds were launched in 2C
In Septemmber 2010, Small Ent
prize Assistance Funds{(SEAF)
up the SEAF India Agribusin
International Fund with a tar
corpusof $75 million.

The same month saw the laur
of Godrej Group-backed Omniv
Capitalwith afocusonstart-ups
the agri-tech space and a tar
fund size of 350 million. I-Far
was launched in December 2010
Sanjeev Asthana, former pre
dentof Reliance Retail. Witha i
get fund size of $100 million
Farms is also looking at inwe
ments in all the sub-sectors of
agri-business and food sector

Experts expect investor sel
ment to improve further, with
recent announcement of 100% F
in many areas of agri-busine
SEAF s Mathur savs therewillt
higherinterest from internatio:
companieswho have hithertobe
unable to enter the lucrative Ir
anmarket. “It is a challenge for

Thereis scope for im-
provements in produc-
tivity and quality inthe
agri-sector. We felt we can
add vale at the farm-end
of the agrivalue chain

PANKAJ KHANDELW,
Co-foumnder,
Inl Farms

ternational companies 0w st
from scrateh in a maniet like
dia.” says Mathur “They will ¢
fer an Indian partner”

[-Farms’ Sanjeev Asthanasays
expects international eompan
buyingout Indian venturesasw
PE Funids have realized the ag
business space offers all the ri
ingredients: inwvestable com
nies, scope for growth and, with
ternational ecimpanies waiting
the wings, gsood exit options
well.

radhika.nair@timesgroup.
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BJN’s Strategic Investor Quest Falters Again

DEEPTHARAJHUMAR

MUMBAI

Differences  over valuations
threaten to jecpardise renswed
attempts by Mumbai-based BN
Group to inducta strategic inves-
tor, two people familiar with the
development said. The group op-
erates a oountry-wide chain of
finedining restaurants under
multiple branis.

The compary, promoted by Pra-
deep Nichaniand inwhich billio-
naireinvestor Ralkesh.Jhunjhun-
wala controls about 20%, was in
tallkswith Bangalore-based Opus
Hotels for astrategic stalke sale of
55%, with the deal size estimated
at about 200 crore. Butdifferenc-
s over valuation proved to be a
spoiler in the discussions, they
said declining to be identified as
thew are privy to the tallis.

Thegroupoperates 25 outlets in
five cities under 23 brands, the
flagships being Angeethi. Aro-
mas of China, Red Bamboo
Shoots, Bombay Post, Café Masa-
la, Firangi Paani. and Indi Joe,

A bankertracking the oompany
said due diligence by some bid-
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ders raised concerns over its
highly leveraged status and in-
ternal governance issues that
are vet to be addressed. “Valua-
tions in general are high in India
what with the equities market
havingrisen by almest 10% inthe
recent past. But, valuation isnot
the only factor that makes or
breaks a deal.” said a person fa-
miliar with the discussions, who
declined tobe identified.

Prakash Shetty, CMD, Opus
Hotels, could not be reached for
comments, while there was no
response toan emailtothe BJN
Grouptill late on Thursday:

This is not the first attempt by
the firmtorope ineither astrate-
gicor even private equity invest-
ment pariner Earlier, consuli-
ing firm Deloitte had a mandate
fironn the eroup for sixmonths to
finalise a transaction. There
were reports that the Mew York-
basad India Equity Parmers, or
IER wasin talks to acquire a con-
irolling stake in the group. The
deal could notbe finalised due to
several reasons — the primary
orie being valuation.

Gaurav Mathur MDD, TEF India,
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declined tocomment on BN,

The company has since then
mandated od Capital Advisors.a
Mumbai-based imvestment
firm, to find a buyer, with For-
tune Financial Services hand-
lingthe assignment from the po-
tential buyer's side. Officials at
both these companies were un-
available for cormment.

Private equity investors have
ol their radar food processing
companies, given the poterntial
in an econoimy where close to
half the population is below 25
vears of age. The size of the In-
dian food industry, estimated at
S200billion in 2006-07, isproject -
el to top $200 billion by 2015,

“Thereisalotof interestinthe

food and food service segment,”
said the director of a boutique
investiment banlk, which has ad-
vised companies in thissector.
Companies in the BJN's busi-
ness seoment include Pan India
Food {Copper Chimney, Spaghet-
ti Kitchen, Penne, Bombay Blue,
Cream Centre, Gelato, MNoodle
Bary, Speciality Restaurants
Mainland China, Sigres, Oh!
Calcutta, Machan and Flame &
Grilly, Mars Hotels & Restau-
rants (Tendulkar's, Mot Just Jazz
By the Bay, Pizeeria), and Orvien-
tal Cuisine (Benjarong. China
Town, Copper Chimney, Creaim
Centre, Ente Keralam, French
Loaf, Kailash Parbat, Koloum anid
Maple Leaf Chooolate Lounge.)
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