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Days of easy money are over for
start-ups, says Bejul Somaia

Focus will be more on long-term growth:
Managing Partner of Lightspeed India

N RAMAKRISHNAN
Bejul Somaia, Managing Partner,
Lightspeed India Partners LLP,
which advises Lightspeed Ven-
ture Partners, an early-stage ven-
ture capital firm, believes the
days of easy money and high val-
uations for start-ups are over.

This, he feels, is good for the en-
trepreneurial ecosystem in the
long run as the focus will be more
on longterm  sustainable
growth, rather than just “growth,
growth, growth”.

“I'would say things are cooling
down. Capital is becoming
scarce. Investors are asking more

nuanced questions. The empha-’

sis will shift beyond growth alone
to sustainability of growth, differ-
entiation, quality of growthand a
lot of those things,” says Somaia.
Lightspeed is an early-stage
venture capital firm with a total
of $3 billion under management.
It invests in the US, India, Israel
and China.
He draws attention
to media reports of
' companies laying
off staff or shut-
ting down oper-
ations in some ci- -
ties and says, “this
is a function of the
increased focus and
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belt-tightening that happens be-
cause capital is getting tighter.”
He adds that this cooling down is
happemng across geographies.

And, in each case, the reasons ane’;{;

different.

China’s effect

According tohim,alotof the froth
and excitement that happened in
India and some of the cooling-off
arelinked towhatis happeningin
China. For many investors, India
represents that world’s next big

Internet market. And much of the -

early-stage investment activity in
India is correlated with value cre-
ation in similar areas in China. So,
whathappensin China impactIn-
dia, even though nothing has fun-
damentally changed here. When
sentiment starts to turn a little
negative, investors typically start
seeing more risk. You have these

- cycles where greed exceeds fear

and you have cycles where fear ex-
ceeds greed.

“Iwould say we are moving
from a cycle where capital
 was relatively freely availa-
ble to one where sentiment
just begins to become a lit-
tle bit negative and that,
. therefore, impacts how the
. community behaves,” he
says. :
" Somaia draws
the analogy of
someone
wanting

to invest in real estate as property
prices seem to be going up and
the sector seems attractive. Be-
cause of a perception that there is
‘easy money’ to be made, more
peopleinvestin property. Atsome

- point, there is a property glut be-
cause of which sellers are unable
to sell at their desired price. For
- sometime, till that excess invento-

ry in the market gets worked out

of the system, m .
- pressed and liquidityis not availa-

ble. This happens in every indus-
try, especially those that are
cyclical such as steel, cement and
sugar. It is the cyclicality of an in-

~ dustry. It just happens to be the

casewith the venture and start-up
industry now.

Even in this kind of a situation,
Somaia sees a silver lining. “In all
of this,whatIthinkisverypositive
is the underlying trend-lines are -
asstrongas they have ever been.”

Consumer adoption of tech-
nology, mobile phone penetra-
tion, data usage and penetration,
quality of entrepreneurs, all these
are just going in one direction. “I
am actually very happy that there
isarelative cooling down because
underlying all of this, the oppor-
tunity hasn’t changed. There will
be more focus on sustainability
and differentiation, there will be
more focus on theright things, in-
cluding companies that are long-
term sustainable rather than
growth, growth, growth,” he .
emphasises.

Business strategy
On Lightspeed’s strategy, he says
the Indian arm can draw from the
global pool, but it recently raised
a $135 million dedicated fund for
early-stage investments in India,
its first for the country. The VC
firm is partial to sectors that have
a strong technology focus or are
technology enabled. Its preferred
sectors are consumer technology,
enterprise tech, mobile, financial
technology and payments.
Across multiple rounds, Light-
speed caninvestanything from $2
million to $25 million for a signifi-
cant minority stake, with the
sweet spot being20-25 per cent.



