Start-up shutdowns spook investors
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he rise and fall of Nikesh
T Arora at SoftBank, in

some sense, symbolises
how the investor sentiment has
changed with Indian start-ups:
moving from a period of exu-
berance to one of extreme cau-
tion within two years.

Start-ups that did not have
a business model and, hence,
could not grow or attract new
funding, are shutting shop. A
dozen start-ups have shut
down so far in 2016 (calendar
year), after a similar number
last year. Several others are
struggling to stay afloat. About
30 of them have been acqui-
hired by another start-up.

While the media gaze has
been on start-ups in trouble,
investors who funded them
have mostly escaped attention.

“Everyone has lost money.
But, it will be good to find out
what SoftBank has done. They
are in big trouble, in terms of
amounts and in terms of being
the last investor to get stuck at
high valuation,” says a venture
capital (VC) investor.

SoftBank invested $90 mil-
lion in Housing.com and val-
ued OYO Rooms at $400 mil-
lion. “Nikesh Arora over-paid
for every deal. There’s a fallacy
among some: if a company
raises more money, it will last
longer (if it is the last man
standing, it will still win),” says
an investor. It may still work
in categories like taxi aggrega-
tion. Investors say VC firms
with a Silicon Valley back-
ground are able to raise more
money from global investors
as they have the ability to sell
their US and global experience
to investors.

India is different, though.
“Most people who left India 10-
20 years ago have no clue, and
have no connection with the
ground situation here. Such
investors come, park them-
selves in some fancy hotel,
invest money and go away
with the hope that like in the
US and China, they will make
money here. But, they lose,”
says another VC who does not
wish to be named. Some

investors do make money ini-
tially, but that’s luck. “First, it
was Silicon Valley investors
like Draper Fisher Jurvetson,
with the famous outrage by its
Mohanjit Jolly against Indians,
and now its executives from
big Japanese, US funds. These
people come here, lose money
and then are forced to bow
out,” says the VC quoted above.

Shutdowns

Barring half-a-dozen well-
funded start-ups that shut
shop, most start-ups that
downed shutters had not
received significant funding
and had only raised early-
stage money. While there has
not been a lot of capital ero-
sion so far, it is likely if some
well-funded start-ups like
Housing, OYO Rooms etc., fail.

Investors have lost money
in some well-funded start-ups
that shut shop: Sequoia and
Matrix in TinyOwl ($46 mil-
lion); Catamaran, Nexus, and
Qualcomm in Yebhi ($41 mil-
lion); ruNet, Mangrove
Capital, and Springstar in
BeStylish ($26.3 million), Indo-
US Venture, Matrix, Draper

Fisher Jurvetson in
SeventyMM ($20 million);
Indo-US Venture in
Indiaplaza; Lightspeed and
Helion in Fashionara.
Struggling start-ups

There are several start-ups that
are struggling and the well-
funded ones pose the biggest
risk to investors who have
backed these start-ups. These
include Snapdeal, which has
ceded ground to Amazon after
the latter became more aggres-
sive in the Indian market.
Snapdeal has raised $2.1billion
from investors such as Alibaba,
SoftBank, Foxconn, eBay,
Nexus Venture Partners and
Kalaari Capital, among others.

Similarly, investors say
hotel aggregator OYO Rooms is
struggling though many of its
rivals such as Tiger-backed ZO
Rooms have gone out of busi-
ness. OYO has raised $226 mil-
lion, most of which from
SoftBank. Similarly, real estate
portal Housing.com, which has
seen a change in management
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Money raised ($ mn)

2013  PepperTap*  Sequoia, SAIF, Snapdeal, ruNet, Jafco, Beenext 46.5
2009  Yebhi (atamaran, Nexus, Qualcomm, Eight Roads Ventures 41.0
2011  BeStylish ru-Net, Mangrove (apital, Springstar 26.3
1999  indiaplaza.in Indo-US Venture (rebranded Kalaari Capital) 5.6
2011  Fashionara  Lightspeed, Helion Ventures 4.0

*Parent company continues to focus on reverse logistics business; not all money lost;
Eight Roads Ventures was earlier known as Fidely Growth Partners

MOST FUNDED START-UPS

Source: News Corp V(CEdge.com

Company Funding (Smn)  Most significant investors*

Flipkart 3,150 Naspers, Tiger Global & Accel India

Snapdeal.com 2,021 SoftBank, Alibaba, Kalaari Capital & Nexus Venture

Ola 1,176  SoftBank Corp, DST Global, Tiger Global, Matrix Partners
Paytm 780 Alibaba, Saama (apital & SAIF

Quikr 110 Tiger Global, Warburg Pincus, Kinnevik, Matrix Partners

Figures rounded off; *Based on the combination of amount invested & stake held

after the ouster of its contro-
versial founder-CEO Rahul
Yadav, struggles to find its feet
in a competitive and stagnant
real estate market. Housing has
raised $154 million from
SoftBank, Helion, Nexus and
Qualcomm.

Of course, there are other
start-ups like Ola or Big Basket,
which are bleeding, but experts
say they might get acquired.
Zomato is also making losses
and there are questions over its
valuation or profitability, but
investors think it meets a con-
sumer need and enjoys a lead

initsspace. “Itisacquiring cus-
tomers free of cost, and its
restaurant business is steady,”
says an investor.

There are many start-ups
which are half-dead — like an
apparel e-tailer, which has
raised around $30 million or
another fashion portal that has
raised $50 million but doesn’t
want to close down. “Investors
don't want to report or write
them off. In some cases, they
may also put in some good
money after bad money. The
company may be dead on
paper, but not on their books,”

Source: Venture Intelligence

says the CEO of a Mumbai-
based venture capital firm.

Tiger Global was one of the
most aggressive investors in
India in 2014 and 2015. Industry
insiders say many of its invest-
ments like News In Shorts are
struggling. Rocket Internet has
also backed several start-ups
in India, most of which
are struggling: Foodpanda,
Jabong and FabFurnish, which
was acquired by Future Group.
Some investors have also suf-
fered as their portfolio compa-
nies have not managed to raise
follow-on funding.

TOTALNO. OF SHUTDOWNS
2015 | 2016
Dazo Fashionara
Eatlo Purple Squirrel
Langhar Frankly.me
Order Snack PepperTap
AdMagnet Yebhi
Talentpad ZuperMeal
Trevo iTiffin

Local Banya Murmur
Dazo Tooler
Jewelskart Leppery
BagsKart AAGAAR
WatchKart Zippon
Lumos Movin(Cart
Lobtree Klozee
Fassdoor (lassVerse
DonebyDone Zupermeal
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THE ACQUISITIONS

Litoro MockBank
Eat.Shop.love  Trent
SpoonlJoy Grofers
Townrush Grofers
Yipeedo Giftxoxo
Iwitch Citrus Payment
BigBHK Housing.com
Bravemont Applt

Pawaa Software (isco

Plat Housing.com
Dhulai Zimmber
Homado BadBathMore
Native5 Myntra
Fashiate Snapdeal
Vauntz Verse Innovation
Bakfy (ommonFloor
2016

BookMylnterest  Giftxoxo
Picksilk.com Voonik
Smartwards Knowlarity
EatOnGo InnerChef
Flavour Labs InnerChef
Styl Voonik
Iohraa Voonik

Getsty Voonik
Lawfarm Lawr
Travel-Logs Yatra Online

Source: Venture Intelligence



