For start-ups, it’s a
season of buyouts

m M&A deals rise as start-ups under pressure from slowing funding, competition
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FTER AN eventful
vear that was consid-
redawatershed—re-
portedy asmuch as$9hillion
worthof capital was pumped
into the Indian start-up
ecosystem in 2005, equal to
the cumulative funding in
the 2010-2014 period for start-
ups — the industry is show-
ing big signs of consolida-
tion. Feeling the pressure
from investors, who are de-
manding more accountabili-
ty for their money, several
start-ups are now shifting fo-
cusfrom growth to efficiency
in their businesses or merg-
ingwithlarger entities to se-
cure their future.

Consider these figures: If
there were nine merger and
acquisition  (MEA) buyout
dealsworth&38millionin.Jan-
uary thisyvear thefigurestood
at 16 with a deal value of
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861 million in May, as perdata
provided by Grant Thornton
India, a professional services
firm. “Infact, in May, start-ups
(along with ITand ITeS)ruled
the sector trends, contribut-
ing almost 45% of the total
deal value across sectors,”
says Prashant Mehra, part-

ner, Grant Thornton India.
Owverall, the industry saw
ATME Adealsinvolving start-
ups in 20164 January toMay),
as compared with 23 in the
same perioda vearago (Janu-
ary to DMay 2015), Grant
Thornton Indiadatareveals.
The pressure on start-ups

toconsider M&As isquiteey-
ident. After robust invest-
ments last vear, fund man-
agers are inereasingly
developing cold feet towards
infusing large amounts of
capital in the domestic
market.
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