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-ANEW BEGINNING After cra'zy rounds of funding, it's time fora reality check in Startup Inc as
mvestors demand performance and valuations turn realistic, sparking consolidation

No Headaches Expected as’
Startups Embrace Sobrlety

Madhav.Chanchani
@timesgroup.com

Bengaluru: After selling the
promise of the Indian Internet
over the past 24 months and rais-
ing record amount of capital, en-
trepreneurs and investors are get-
ting ready for a reality check in
2016. Experts believe that al-
though exciting new startups will
continue to be created, and inves-
tors will remain eager to invest in

early-stage rounds, it will be at a’

much tougher climb compared
with 2015 when some were look-
ingtoclosedealsovera Skypecall.

“Over the past two years some
crazy amount of funding has
come in, so we should expect a lot
more sanity in 2016,” said TCM
Sundaram, cofounder of IDG Ven-
tures India, which has backed on-
line retailers includinig Myntra,
Firstery and Lenskart. “It has al-
ready started, and will get even
more stringent.”
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Total funding for Indian ven-
ture capital-backed companies
topped $12 billion (Rs 80,000
crore) across more than 1,220
deals in the past two years, with
$7.3 billion invested in over 880
deals in 2015 alone, accordingto
startup  data aggregator
Tracxn. While this momentum
is expected to slow down, Series
A funding — first institutional
capital a startup receives — is
likely to continue to be robust.

Venture capital investors ex-
pect consumer-facing technolo-
gy-based ventures in sectors
such as financial services,
healthcare, media and educa-
tion to see early-stage action.
Business-to-business  ecom-
merce and supply chain are
some other areas where inves-
tor interest is high. They also
expect to see much better deal
flow now, more realistic valua-
tion expectations and more se-
rious entrepreneurs rather
than the get-rich-quick variety.

“At its peak, we used to see 2-3
startup pitches a week from one
of the top consulting firms.
Now it’s down to one a month
from them,” said Tarun Davda,
a managing director at Matrix
Partners India. “Entrepre-
neurs also don’t come with set
valuation expectation now, or
with two term sheets in hand as
it was earlier this year.” The
size of Series A deals, which
had ballooned to $10 million in
early 2015, has now come back
to $3-5million.

Besides, both investorsand en-
trepreneurs will be Kkeenly
watching battles for market
domination, especially in the
online retailing and cab hailing

- spaces where the companies

with the biggest valuations
have been created. :
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