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India M&A Activity in Dot Com and Financial Crashes
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Indian M&A Activity Abroad, 2001-2009E
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< The Opportunity in the West

< Why Indian Firms Should Do Deals in the
Recession

< What it Takes to Succeed in M&A




Traditional Drivers
of M&A Activity

< Real GDP
Growth

< Unemployment
Rate

< Corporate
Earnings

< Level of interest
rates

¥

M&A activity driven
by economic
fundamentals
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The Credit Crunch

< Housing market crash
< Banking crisis
< Interbank lending freeze
< Debt markets dried up for M&A
< M&A activity declines before any
decl i nes I n the 0
'

M&A activity affected by lack of confidence
in the financial system

I



THE PARTHENON GROUP
Boston e London ® Mumbai ® San Francisco

US Libor 3M over U.S. Federal Rate (TED Spread), Jan 1997 7 Feb 2009
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A flight to security has driven
down leveraged loan volume;
deal makers now seek alternative
financing options

New Issue of U.S. Senior Debt
Loans v M&A Average Contributed Equity, Q1 19971 Q4 2008
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US and Europe PE M&A,
Volume of Transactions
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US and Europe Corporate
M&A, Volume of Transactions
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< The Opportunity in the West

< Why Indian Firms Should Do Deals in
the Recession

< What it Takes to Succeed in M&A




Corporate
Objectives:

Potential
Sources of
Value from

Acquisition:

Additional
Tests of
Alignment /
Judgment
Calls:

i
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@ Go or No-Go Decision
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Meet Only
Revenue
Targets
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% of U.S. Companies
(CY2007 Revenues >$500MM)

11%
7%
Meet both Earned Back
Revenue and Cost of
Income Targets Capital
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Average EBITDA Multiples For All LBOs, USA, 1997-2008
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Note: Prior to 2003 Media, Telecom, Energy and utility Deals, were excluded. Now all outliers, regardless of the industry, ar e excluded.

Source: St andar d & P ®athedon And&yBis, Capital IQ
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Average Growth Rates for 3 Past Major Business Cycles
Intervals Beginning in 1972Q1, 19780Q2, and 1988Q4
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Before ( - ) or After ( + ) First Quarter of Negative GDP Growth vs. Year Ago

Note: Industrial production excludes computers and high tech equipment; Business Equipment includes software
Source: Bureau of Economic Analysis; Global Insight
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Average Value Created
Two Years Post -Transaction
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Value Created by M&A:
Downturn versus Upturn Transactions
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Creating Value with M&A in Downturnso,
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Average Cumulative IRR by Fund Vintage Year, US
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Note: The 10 Year T -Bill Rate is the market yield on U.S. Treasury securities at 10 -year constant maturity, quoted on investment basis
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Commercial Credit Outstanding in

India in Real U.S. Dollars, 1997-2008
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Note: Real 2009 Dollars; Includes bank investments in public/commercial paper
Source : Reserve Bank of India; U.S. Bureau of Labor Statistics; OANDA
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Interest Rate And Cash Ratio

Development in India, 1997-2009
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Source : Reserve Bank of India, Federal Reserve
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Cash and Equivalents as a Cash and Equivalents as a
Proportion of Total Assets, Proportion of Invested Capital,
Indian versus US and European Firms Indian versus US Firms
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Company Average Leverage, Total Debt to Equity
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Note: Average of all Indian companies with revenues >$500MM, and average of largest US and European companies with revenues > $50 OMM
Source : Capital 1Q 20
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< The Opportunity in the West

< Why Indian Firms Should Do Deals in the
Recession

< What it Takes to Succeed in M&A
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-
Over 70% of financial managers report that their
acquisitions do not recoup their cost of capital
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