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External Commercial Borrowings
(ECB) touched a record high of
$41 billion in 2018-19, a rise of
58% from the previous year’s $26
billion. In April 2018, the Reserve
Bank of India had widened the
list of eligible borrowers and in
January this year, it further eased
norms that allowed companies

to raise more funds through this
route. By Sumant Sen
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SUDDEN SURGE

In March 2019, ECBs surged to a record high of $12.17
billion. When compared to the respective months in
2017-18, borrowings had dipped towards the end of
2018, but rose in subsequent months
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LEAD BORROWERS
ArcelorMittal led the list with borrowings

of $5.04 billion. Reliance Jio's and Reliance
Industries' borrowings almost equalled that of
the top ranker

Arcelormittal India Pvt. Ltd

Reliance Jio Infocomm Ltd

Indian Oil Corporation Ltd

Reliance Industries Ltd

ata Sons Ltd

mg

harat Petroleum Corporation Ltd

BORROWING COMPANY, ECB (% BN)
=
BORROWING SECTORS, ECB ($ BN)

T

ousing Development Finance Corporation Ltd

Power Finance Corporation Lt

SECTOR-WISE SPLIT
The financial services sector topped the
charts with borrowings worth $9.8 billion,
followed by the petroleum sector with
$7.79 billion
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WHY DID COMPANIES BORROW
On-lending and sub-lending were the
primary reasons for the companies to
borrow. $5.11 billion worth of borrowings

refinanced earlier ECBs

D
Purpose Amount* -
On-lending/sub-lending 7.91 C
Working capital 5.5 :
Refinancing of earlier ECB 51
Rupee expenditure LoC¥ CG 4.93
Import of capital goods 2.79
Modernisation 177
New project 1.76
General corporate purpose 1.04 |
Infrastructure development 0.95
Refinancing of rupee loans 0.94
H *in $ bn :
#Letters of Credit -
D e D

Data includes automatic and approval routes | Source: Reserve Bank of India

IT sector on recovery path
as top firms go head hunting

Industry expanding at above global GDP growth rate; digital pilots gaining pace

MINI TEJASWI

After some years of a dry
drive, Indian tech firms now
seem to have turned the
corner and established
themselves firmly as digital
transformation agents in
the global market, interna-
tional IT experts have
affirmed.

Growth is picking up for
the Indian IT sector and the
good news is that most
players have a strong hiring
plan in place.

Clear upswing
Last fiscal’s performance
numbers posted by the
country’s leading players re-
flect a clear upswing in the
market. All the digital pilot
projects that were under
way over the last couple of
years are now going main-
stream and are being scaled
into  enterprises. This
means more work and size-
able contracts for vendors

and systems integra-

tors, global tech analysts
told The Hindu.

Peter Bendor-Samuel,
CEO of Dallas-based Everest
Group said, “The Indian
firms seem to have turned a
corner and established
themselves firmly as impor-
tant players in the moderni-
sation portion of the new
digital market.”

The industry continues
to expand above the rate of
growth of global GDP. This
is driven by digital transfor-
mation and increasingly the
modernisation of IT move-
ment which continues to
gather steam. This other-
wise promising outlookwas
somewhat clouded by a
slowing global GDP for all
areas outside the U.S. and
the cannibalisation effect
that modernisation is hav-
ing on legacy IT and BPO,
he added.

Phil Fersht, CEO
and chief analyst
of Cambridge-
based HfS Re-
search, said
that last year

had been ‘terrific’ for Indian
providers — much better
than anyone’s prediction.
“TCS is fast becoming a
monster of IT services and
this company is capable of
winning any large deal if it
really wants. Infosys is
clearly a fast-mover and Wi-
pro has been steady and will
get better.”

Digital services are going
mainstream which will pro-
pel growth for the next few
years. Revenue from the
digital business is getting
close to 30% or more of to-
tal revenue and growing at a
healthy pace, which is a
good thing and bodes well
for the vendors, said Hansa
Iyengar, senior analyst (Ad-
vanced Digital Services) at
London-based data re-
search and consulting firm
Ovum.

Indian IT vendors conti-
nue to rely heavily on the
U.S. and U.K. markets for a
large portion of revenues.
Though this is changing,
any protectionist measures
in the U.S. (including due to
the presidential election
next year) and uncertainty
around Brexit may impact
revenues in the short term.

“Overall, the market
seems to be going back to
high single-digit growth,
though we can’t really ex-
pect the 25%-plus growth
rates common 5-6 years
ago. Focus has to shift out-
side the U.S. and U.K., into

growing/emerging
; markets, includ-

ing India, to rebalance the
portfolio,” she added.

People, job factor

The Indian IT sector is ex-
pected to create some 2.5
lakh fresh jobs in the cur-
rent fiscal, as per a recent
report by staffing services
firm TeamLease. These
numbers point to a positive
outlook for the country’s
$167 billion tech industry.
The job recovery trend is al-
ready evident from the hir-
ing by leading players. Tata
Consultancy Services, Info-
sys and Wipro have added
29,287, 24,016 and 11,502
software professionals res-
pectively in the fiscal ended
March 31. 2019, or, 64,805
new jobs.

In FY18, TCS added only
7,775 and Infosys, 3,743. R.
Ray Wang, principal ana-
lyst, founder and chairman
of Silicon Valley-based Con-
stellation Research, said the
larger trend was that firms
were doubling down to in-
vest in digital transforma-
tion.

“Most are allocating an
increase of 13-17% more for
tech projects. They are hir-
ing more services firms be-
cause they don’t have the
skillsets required in artificial
intelligence, machine learn-
ing, data sciences, Internet
of Things, Blockchain etc.”

“This means IT providers
have large opportunities to
move forward. Overall, I ex-
pect hiring to go up, but the
skill mixes will change. Digi-
tal transformation is hard to
evaluate as what is consi-
dered a digital project va-
ries by firm but overall the
hiring numbers are all up.
The big growth area for
2020 will be cloud migra-
tion, Microsoft practices,
and Al,” he predicted.

INTERVIEW | ARI SARKER

‘Economy outlook positive, more
capacity addition may be seen

Consumer spending, public investment sustained economy: Mastercard's Sarker

TCA SHARAD RAGHAVAN

The overall outlook for the
economy is very positive with
even private sector invest-
ment showing green shoots
of recovery, Ari Sarker, co-
president, Asia Pacific for
Mastercard, said in an inter-
view. He added that the com-
pany was working closely
with the Reserve Bank of In-
dia to achieve greater clarity
and a resolution to the data
localisation rules imple-
mented by the central bank.
Excerpts:

There are a lot of indicators
pointing towards a
slowdown in the economy.
Are those points of concern
for you considering you have
committed to invest $1 billion
in India over the next five
years?

m The broader macro story
still remains extremely posi-
tive for India. The Indian
economy has made great
progress in the last five years
and you are going to see
much more capacity addi-
tion, and growth is going to
increase.

One of the things that has
sustained the economy over
the last few years has been
consumer spending. The pu-
blic investment cycle has
been the other enabler. Ho-
wever, the private invest-
ment cycle has not picked up
for a variety of reasons such
as the NPA issue, massive
logjams in infra projects, ca-
pacity under-utilisation. All
of those things are working
themselves through. As
those things work them-
selves through, and as-
suming nothing chang-
es with the consumer
behaviour and the
government conti-
nues to have the
kind of aggression
that they've had

on the public investment
front, and now with private
investment the cycle is now
showing green shoots... If all
of this comes together, the
momentum for the economy
is actually going to be stron-
ger than the last five years.

Your investment
announcement has come
before the results of the
general elections. Doesn't
that create uncertainty for
your business prospects and
outlook in India?
m India is in for coalition pol-
itics. We have seen it for 30
years and the last 5 years
were an exception in that
sense. But coalition politics
is here to stay. My sense is
that if the mandate is too
fractured, then I think there
are concerns. There have
been massive structural
changes in the last five years,
such as GST, the IBC, and the
bank balance sheet clean up.
There is a lot more to be
done in the coming years,
and the challenge would be
that if the mandate is frac-
tured then the risk of politics
becoming predominant and
business decision-making
and driving econom-
ic growth becom-
ing secondary
would be the
concern.

We believe
that India has
crossed a cer-

When we make these deci-
sions, although it is a five-
year outlook, we are think-
ing beyond five years.

What are the key changes
you would highlight in the
digital payments landscape
in India over the last few
years?

m Over the last 3-5 years, you
have seen massive inclusion.
People have come into the fi-
nancial net. The second ena-
bler is the play of wallets and
others that have come in.
They are all driving for con-
sumer adoption of digital
payments capability. There’s
also the massive ‘booster
dose’ through demonetisa-
tion, which has led to peo-
ple, who were already con-
nected to the banking
system but were still in the
cash economy, coming into
the digital economy. They
haven’t gone back, that’s the
interesting part.

The other thing that is a
very positive enabler is UPI,
IMPS have scaled up dramat-
ically in the last few years,
which means more people
are connecting to the digital

economy.

The acceptance en-
vironment is going
through dramat-
ic change. Pre-
demonetisa-
tion, only about
1.3-1.4 million
merchants ac-

tain water- cepted electron-
mark, and has 2 * ic payments. To-
gone beyond el ~ day, we are at 5
the point of no e " million card
return. 3 based terminals.
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Tariff war-torn telecom sector may see recovery this fiscal

Pricing recovery from second half of this fiscal may propel industry ARPU to pre-Jio levels of X156 by end FY22, says Edelweiss report; CRISIL sees 7% revenue growth

YUTHIKA BHARGAVA

The Indian telecom industry,
which has been grappling
with declining revenues fol-
lowing a long and bitter tariff
war triggered by fierce com-
petition in the market, is like-
ly to see signs of recovery in
the current financial year
(2019-20).

The forecast of green
shoots appearing are hinged
on expectations that margi-
nal rise in tariffs, combined
with higher data usage, will
drive upwards the average
revenue per user (ARPU) -
seen as the only tool to boost
the industry revenues, as
subscriber growth is antici-
pated to remain muted.

In a recent report, agen-
cies such as Edelweiss as well
as Crisil have forecast that
price recovery in the telecom
sector could take place from
the second half of the cur-
rent financial year.

The Edelweiss report tit-
led ‘Telecom - Daylight
Again’ noted that the entry of
Reliance Jio in FY17 had un-
leashed one of the most bru-
tal price wars in India’s tele-
com market, and
consequently, the industry’s
ARPU plunged about 38%,

causing the total industry
size to shrinkto 1.4 trillion
from 1.8 trillion.

“However, finally, there’s
light at the end of the tunnel
as we perceive potent cata-
lysts on the horizon,” the re-

port said.
It reasoned that mobile
broadband penetration

crossing 50% had rendered
monetising of existing cus-
tomer base more lucrative
than chasing incremental
market share and that the
hike in price was imminent.

Asset monetisation
Besides, telecom operators
are undertaking a massive
non-core asset monetisation
drive, which makes it imper-
ative for investors to repose
confidence in the telecom in-
dustry’s long-term health.
The report expects these
factors to trigger pricing re-
covery in telecom operators
from second half of this fis-
cal, propelling industry AR-
PU to the pre-RJio level of
156 by end FY22, from 398
in Q3FY19. Crisil believes
that the Indian telecom in-
dustry will reverse a two-
year declining trend with a
7% revenue growth in fiscal

Perform or perish: Jio's entry not only brought in price disruption, but also triggered
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consolidation in the sector, forcing existing players to either match Jio's offers or exit. =reuters

2020. This growth, it said,
will ride on an increase of
about 11% in ARPU, even as
the overall subscriber base
may shrink 4%. “A protract-
ed tariff war has pushed AR-
PU to a decadal low. In the
past two years, the industry
has lost 20% of potential re-
venue, tantamount to over
340,000 crore,” it noted.
“The telecom tariffs have

hit the bottom of the trough
and the industry expects to
start seeing a marginal in-
crease in them, mainly be-
cause the prime mover in ta-
riffs — Reliance Jio — now has
about 30% revenue market
share (RMS),” Rajan Math-
ews, director general at Cel-
lular Operators Association
of India (COAI) said. He ad-
ded that any price-led ag-

gression would hurt all
players adversely and Jio
may not be keen to continue
to dilute its earning stream
by reducing tariffs.

Mr. Mathews pointed out
that with existing operation-
al capacity it was estimated
that an increase of 1 in AR-
PU would lead to a rise of
about 31,000 crore in terms
of profitability for the

industry.

The launch of Reliance Jio
not only caused price disrup-
tion in the market, it also
triggered consolidation in
the sector, forcing existing
players to either match Jio’s
offers or exit the market.

As a result, the industry is
now left with four players —
Vodafone Idea, Bharti Airtel,
Reliance Jio, and the state-
owned BSNL - which ex-
perts believe is the “ideal le-
vel of competition”.

“Although the company
[Reliance Jio] has 30% RMS
and significantly higher
EBITDA margin (39% cur-
rently) than peers, its RoCE is
a meagre 3.3% due to high
capital employed. Hence, we
believe that after achieving
one of its key goals — 400
million  subscribers in
H2FY20 — RJio will hike pric-
es to improve return ratios,”
Edelweiss said.

Talking to The Hindu, Ba-
lesh Sharma, CEO of Voda-
fone Idea, the largest tele-
com operator in the country,
said, “Our outlook for the
market is very positive.”

This confidence, he said,
came on the back of various
factors, the first being the

market size of 1.3 billion,
which was still under-pene-
trated with only three private
players remaining. “If you
look at the market you have
billion active SIM cards. Ho-
wever, when you take into
account multiple SIMs etc.,
we believe there are about
700 million unique users. So,
about 600 million people ha-
ven’t seen their first SIM card
yet.And even within the bil-
lion SIMs, half are currently
not being used for data.”

Coverage, capacity

He pointed out that about
46% of the non-data users or
2G users are currently on the
Vodafone Idea network. “So,
if I have coverage and capac-
ity, I can retain them when
they go from to 2G to 4G,
from limited to unlimited da-
ta, and therefore grow their
ARPUs and my revenues.
This is just one set of growth
opportunity.”

Mr. Sharma also said the
unlimited prepaid bundles
are currently priced at below
cost. “This is not logical be-
cause you have a category
where demand is unlimited,
but supply is limited because
there is only so much spec-

Do you see UPI as
competition to the cards
business?

m Competition is good. Look-
ing at UPI transactional vol-
umes, our whole thesis is
that the consumers should
have the choice of all op-
tions. The consumer gets to
decide what option they
want to use for what pur-
pose. For example, if you
want to be in the P2P envi-
ronment, UPI and IMPS are
fabulous options. In certain
merchant-facing  environ-
ments where UPI is making
inroads, it’s working very
well. In some cases, it may
not work that well.

How has the data localisation
rule impacted Mastercard?

m Going back to April 2018
when it started, we have had
complete engagement with
the RBI all through the pro-
cess. What we have tried to
do is clearly signal to the RBI
of our intent to be compliant
from day 1. However, the
notification was a very slim
notification. We had a whole
bunch of questions around
what this actually means and
therefore the debate and dis-
cussion has gone on over the
pros and cons of the diffe-
rent approaches and aspects
from data mirroring to data
exclusively in India, the chal-
lenges around running fraud
services for fraud scoring...
All of that discussion over
the last five months has been
fairly back and forth with the
RBI.

I feel encouraged that we
have made good progress
from around the middle of
October. Our data now re-
sides in India. The question
has been data only in India.
We have been working with
the RBI to come to a resolu-
tion on when data should re-
side only in India.

trum and so much capacity
you can create... by any law
of economics it means that
this is an opportunity to in-
crease prices”. He added
that even in terms of market
structure, the industry had
come down to three private
players and a public sector
firm which “is the optimum
level of competition.

The company is in the
middle of raising 325,000
crore by way of a rights issue.
Rival Bharti Airtel, too, has
announced fund raising
plans of up to ¥32,000 crore
through a combination of
rights issue (325,000 crore)
and bonds.

Both Vodafone and Airtel,
have also rolled out mini-
mum recharge plans — at 335
valid for 28 days, to weed out
non-paying subscribers,
which too is helping their
respective ARPUs. BSNL too
is eyeing a share of the about
500 million population “un-
touched by mobile phones”.
Stressing that the worst part
is over for the company and
the industry, BSNL CMD
Anupam Shrivastava said the
PSU was best placed to lever-
age this opportunity, given
the reach of its network.



