Investment Banking-The Road Ahead

The global financial
scene is withessing a
number of apparently
unrelated developm-
ents that, when taken
together, form a
fascinating picture.

1.Change in India’s
positioninthe Global
market

While Investment
Banking globally is
witnessing changes,

k v the way the Western
Managing Director& CEOQ  |world has started to

SBI Capital Markets Ltd.  |jgok at India is

changingatamuch more rapid pace. Deal or No Deal —

Indialnc.isalwaysinthe newsandsoisthe Investment

Banking fraternity.

® The Wall Street Journal is the latest in the Western
financial media to put in perspective the role of
emerging markets in Global economic order. In its
dailyafewdaysagoitpointed outthatcountries such
as India and Brazil are taking a larger piece of the
mergers-and-acquisitions (M&A) pie. Emerging-
market M&A activity in 2008 so faris up 17 percent
overlastyearatthistime, to $218billion, while forthe
restoftheworlditisdown 43 percent, to $991 billion.
Companiesindevelopingeconomies, flushwith cash,
are striking deals, in many cases snhapping up
established Western companiesthathave fallen on
hardtimes.
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® India and Indians are also waking up and getting
preparedforthisincreased ‘attention’. Human capital
has neverin the pastbeen so much indemand and
also ‘valued’ and ‘foughtfor’. The world recognizes
this ‘treasure’ andis being aggressive tonotmiss out
onthetalentpool.

2.Changein Customer Requirement
Investment Banking has always been close to monitor
the requirements of their clients — be it Corporate or
institutional. Infact many atimes they may be oneswho
sowthe seeds of necessitating the change. Clientshave
alsoevolvedintoamuchaware speciestoday withmany
of them now ‘articulating’ rather than ‘reacting’. Thisis
keeping Investment Bankersontheirtoesandinaway
gearedto continuousinnovation.
® Ascompaniesgoglobalandinformationexchangeis
acrossboundaries,companiesandtheirownersand
stakeholders interact with other counterparts in
numerous ‘conferences’they also become aware of

optionsandrights. Thisisalso astimulus for proactive
managementsto have accessto different options of
capital sourcing and myriad ways of ‘structuring
investments’ aimed at capital efficiency.

® The purposes of seeking access to efficient means
and new sources of capital have been changing. From
thetraditional capital expansion and working capital
needs, now its financing acquisitions, using the
hedging and also the corresponding arbitrage
opportunitiesinanincreasingly globallyintegrated
financial exchanges. Avenue of raising funds from
IPOsto private capital to High Networth Individuals,
to Corporate treasuries, to fixed income funds have
been increasingly used and also a combination in
different global markets from time to time.

® While Indian Bankstoday canfinance acquisition of
overseas acquisitions by Indian companies, the
regulation has notyetevolved on providing asimilar
avenue for domestic acquisition by an Indian company.
Corporates are using innovative structures to meet
thisapparentgap inavailability.

® [nvestmentBankingis continuously workingto seeif
itcancreate optionsforalltypesof corporatesandnot
justthelargerones. Andthe corporateswould like to
see Investment Banks also invest in some of
recommendations thatit makes. With sophisticated
investors backing deals, therole of structuredfinance
in transactions is becoming increasingly important
andleveraging has becominganattractive optionfor
fundingacquisitions.

® Nolongeristhe owner/promoterthe traditional family
ortheentrepreneur. Ascorporates evolve, institutions
and private equity fundsincreasingly drive upthese
requirements as wellfacilitate the growth aspirations
by using skills—technical and financial to bridge the
gap. InvestmentBanksarethe oneswhouse access
and knowledge of these stakeholders who can be
introducedina‘situation’to helpacompanyandthen
canagainplayaroleintheir ‘plannedexit’.

3. Change in Regulations

While the pace may be argued by some as one which

needs to keep up, the reality is that we are witnessing

such changes.

® Be it the capital markets, the companies act, the
bankingactornormsrelatingtoinward and outward
investments, changes are being debated, proposed
and implemented driven by the changing market
dynamics andthe differing requirements of corporates
doingbusinessinindia.




® Regulators are also investing in getting to know of
whatis happeningaroundthe world whichmayimpact
the economy and are also building teams and
organizationsto meetthe growing demand ofguidance
in the exploding business in Indian trade and
commerce.

® Investment Banks have more often been the vital
links in establishing this dialogue and discussions
with regulators and other governing agencies. This
increases the level of responsibility that the
Investment Banking fraternity has to shoulder. And
we see this as only growing in future to make the
marketsbroader, transparentandrobust.

4. Change in the Competition

Globalisation hasalso meantthat Goliaths have myriad

types of Davids which they need to be aware of and

strategise toretain competitive advantage. Asupplier of

the past can soon become a competition by forward

integration when he has ability and access to raise

capitalandwhen opportunitiesto consolidate are driven

across the world to keep efficiencies.

® Asthe world moves to a different level competition
willonly keep the economy efficient. Inorganic growth
and increasing access to new avenues of capital
havebeenareasusedbythe aggressive onestogo
astepupincompetition. The Indiancompaniesaren’t
shy any longer to go out and see ifitcan do a deal.

That's why you have today the Small and Medium
Enterprises and the mid market listed companies
contribute substantially in volumesto such M&A and
fundraisingplans.

® Corporatesareraisingfundssimulatenouslyindifferent
geographies and also structuring such investment
with capital efficiency asthe cornerstone. Investment
Banks tend to drive such cross movement of capital
tomakeitcountand notletcapital be idle atany point
of time.

® Theintermediaries and investmentbanking fraternity
is also evolving. No longer is this the bastion of the
large bulge bracket International outfits. Local
investmentbanks, regional orsectorfocusedboutique
banks, chartered accounting firms and the Big4 apart
fromtheindividual ‘munshi’ have donnedtherole of
an Advisor. The competition is extremely fierce and
faces with a plethora of such multitude of advisors.
Corporatesareincreasingtryingtofindthe ‘Google’ of
Investment Bank —a one stop shop which can meet
alltheir dynamic requirements.

Allofthisleads usto believe thatto see how Investment
Banking will be inthe future the mostvisible form will be
tolook uponwhatInvestment Bankers are doing within
the changing macro-economic environment. Asits said
Investment Banking is what Investment Bankers do.




