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V(s sitting on huge dry powder,
but 185looking to raise $10 bn

MORE HITTING THE MARKET

ARYAMAN GUPTA
New Delhi, 24 December

In the face of a seven-year low in Indian startup
funding, private equity/venture capital (PE/VC)

players with a focus on India continue to hold on

tosizeable unallocated funds.

According to Preqin data as of March 2023,
Indian VCs boast unallocated funds
amounting to $9.5 billion, up
from $7 billion in the same ("‘
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a considerable number

period a year ago.
Despite the high
dry powder available,

are actively seeking to
raise new funds.

As of December 2023, 185 India-
focused VC fundsare in the market, aimingto raise
acombined capital target of $10.73 billion, according
to Preqin. In 2023, 27 PE/VC players have success-
fully closed funds, securing an aggregate of

$1.92 billion.

Investors hold the view that as the ecosystem
stabilises and past investment excesses are

India-focused VC funds
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remedied, the unallocated capital willbe deployed
steadily, albeit not at the frenetic pace of the
pasttwo years. Anirudh A Damani, managing

partner at Artha Venture Fund, a micro-VC fund,
is optimistic about fundraising in the second

half of 2024.
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He cites the lower base effect of this
year, along with improving global
economic conditions and robust cap-
ital markets, as reinforcing an opti-
mistic outlook for India’s VC market.

Startup investments in 2023 wit-
nessed a 72 per cent year-on-year
decline to $7 billion, compared to the
previous year's $25 billion, according
to Tracxn, a market intelligence plat-
form. However, December signals an
uptick in deal activity, exemplified by
e-commerce giant Flipkart raising

$600 million from parent Walmart as
part of its attempt to secure $1 billion.

Sukhmani Bedi, partner at Orios
Venture Partners, notes an uptick in
venture activity in the last quarter of
2023, "Although venture activity is
expected to increase, It may not reach
the levels of 2021-22 due to course
corrections, The anticipation of
numerous initial public offerings
(IPOs) further contributes to a posi-
tive outlook for the VC ecosystem in
the coming year.”

Source: Preqin Pro

DONE DEAL

Funds raised by India-focused VC funds

A prevalent trend is the longer and
more thorough scrutiny of deals,
Investors are becoming more selec-
tive, dedicating additional time to
commercial and financial due dili-
gence in light of issues of corporate
misgovernance among Indian start-
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ups in the past year,

Ashish Kumar, co-founder and
general partner at Fundamentum
Partnership, a growth-stage invest-
ment firm, highlights a 60 per cent
Increase in the time taken for deals
to materialise. “The time frame for
legal and financial diligence has
extended from around two months
to three/four months.”

Damani emphasises a return to a
more typlcal timeline of three to six
months for deal closures, aligning
with a more in-depth due diligence
process. Despite increased scrutiny,
both deal volumes and values are
expected to rebound in the new year.

and improving margins, boosting
investor sentiment.

Kumar expresses activity and opti-
mism, deeming it a great time to
deploy capital. “There's improved
fundamentals, realistic valuations,
and companies building serious dif-
ferentiation. Several term sheets have
been issued in recent months, witha
busy year ahead.”

Asthe year concludes, several vin-
tage VC funds are approaching the
endof their fund cycles. Accordingly,
2024 is anticipated to be favourable
in terms of exits, including IPOs or
acquisitions.

Driven by robust macroeconomic

Although startup funding has faced
challenges, investor enthusiasm
remains high, Companies have shift-
ed focus from growth to profitability

conditi companies such as Ola
Electric, Swiggy, Oyo, PayU, and
Garuda Aerospace are reportedly eye-
ing public listings next year.




