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for the Ride
Ajay Piramal, chairman of Piramal

Group, wants to continue creating
success stories by eschewing

conventional wisdom

22 Suman Layak

t has been a busy year-and-a-half for Ajay
Piramal. A period of intense activity, as he
putsit.

His diversified flagship company, Pira-
mal Enterprises, has raised 7,000 crore of *
equity capital after a gap of 25 years. The
group has also scaled up the real estate
business under Piramal Realty and the fi- k §
nancial services businesses under PEL,
entering segments such as affordable
housing and housing loans, started a
stressed assets play with Bain, and begun
an acquisition hunt in pharmaceuticals —
possibly to re-enter a space Piramal had
left in 2010. Hectic activity had also gone
intoan attempt to merge associate Shriram
Capital (Piramal owns 20%, chairs the
board and controls the management) with

IDFC Bank. The merger was called off, Flnance

though, in November 2017. Strong growth in the loanbook
And then there was the matter of B with'structured finance |

his role as director on the board of - i touching¥40,000 crore, and

Tata Sons. Within month of his join- . ’ o thecompanyentering

ingtheboard, Tata Sons sacked Cyrus A9y newerareas
Mistry as chairman, in October 2016, Group companies te
and appointed N Chandrasekaran, in .+ consolidate partsdfthe
February 2017. So crucial was Piramal's financing business and looK at
role in the affair that at one point, he alarger retail play / ;
Wwashemg touted asthe nextchainmanof With a loan bookdf around*
Tata Sons.
. 768,000crore, the
Today, Piramal can afford to chuckle
Yoo J stressed assets play in
about those rumours. With diverse busi-
x 5 3 partnership wnth&am is

nesses to run, the idea of taking over at abig bet

‘Tata Sons did not make sense for Piramal.
He, however, has a track record of taking
decisions that do not make sense, at least

atfirst. <

Consider the decision to quit the . ,  The business has s! strong growth. The company
Indian pharma market in t y ¥ has 13 manufacturing units across the world but has
2010 and selling the not got any sanctions fromthe USFDA
business to Abbott, or g Itisalsoevaluatingare-entry intothe Indianmarket
theacquisition ofan 11% as its non-compete agreement with Abbott runs out
stake in Vodafone India later this year
in 2011, and then entering the

unrelated financial services busi-
ness between 2012 and 2014. Pira-
mal himself points further back — to
the pharma entry back in 1988 by acquir-

The FMCG play i pharma continues to grow:in India

‘V) Healthcare Insl*sandlnalyﬂu

ing Nicholas Laboratories, and exiting the This business has f and with an acquisition
textiles business before that. He suggests and an mvestment éaruer tmsyear :
there was a method in this perceived mad-
ness, and a unifying business philosophy
guides all his decisions.

Inanutshell, Piramal, 62, sees himselfas Md w'm M 2
atrustee who must do the best for all stake- Piramal Enterprises ms"a‘m

holders ~ and sometimes exiting a busi-
ness is the best option. Piramal also says
the key to his success has been his ability to
Jjump into a crowded segment - be t phar-

vary-andaround 25,000

;&r'nonths, itraised 72,000
Vertible debenturesinthe
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maceuticals in the 1980s or financial services
now - finda way to address the segment’s prob-
lems and offer something different. And he has
“always taken the path less travelled” to find
success. It has not been just horses for courses.

Mind Your Own Business

Speaking of horses, the businessman is a regu-
lar at Mumbai’s Mahalaxmi Race Course. He can
often be seen walking here, with his grandchil-
dren (daughter Nandini’s son and daughter). He
owns many horses. And on a rare occasion, he
still rides one, especially if egged on by the chil-

Source: Firstcall Research

is a huge change for the better,” he says.

He admits that the workings of the Tata
Trusts, the philanthropic trusts that own a ma-
jority in Tata Sons, have left a bigimpression on
him. He seems to have borrowed from the Tata
Trusts playbook to fashion his own philanthrop-
icarm, Piramal Foundation.

- The foundation has decided to partner with'
the government and non-government organisa-
tions to scale up its projects. It has also decided
towork on “25 aspirational districts” (read: dis-
tricts affected by Naxal violence or ranking
poorly on human development indices) marked

Piramal steers the discussion to his decision
to sell the Indian formulations business to Ab-
bott in 2010, noting that many people at the
time did not “appreciate it”. “After all, we were
known for pharmaceuticals. But after a while
you do not do things just for money.” Piramal
explains that when the basics of the Indian for-
mulations business were worked out before
2010, it appeared that to make money in the
long run, the business would have to grow at
20% for 15 years with operating margins of 35%.
That seemed impossible. He explains that for
the shareholders, selling was the best option.
And with the new owners, Abbott, being a glob-
al pharma major, it was a good deal for the em-
ployees and customers, too.

Explaining the Past

Talking about the past, Piramal is easily drawn
back into the 1980s, when the family had a tex-
tiles business in Mumbai. Crippling and violent
strikes that started in 1982 had brought the in-
dustry to its knees. Around the same time, Pira-
mal’s elder brother Ashok died, leaving the
reins of the company in the hands of a young
Ajay. There were 7,000 employees in the tex-
tiles business. Piramal recalls how in 1986 he
walked out to a meeting with 4,000 workers,
with a suggestion that workers accept a separa-
tion package, as the business was being wound
down. “No one else could doit. But our workers
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dren. “Horses and dogs were part outby the NITI Aayog. knew we always have tried to do the best for
ofmy growing up years,” saysPira- % February, He talks about taking schoolingto  them. I explained how they should accept the
mal, ashesettlesdownforaninter-  Chapdrawas  islands in the Brahmaputraand re-  deal while the company was ina position to pay Net Pr Dﬁt
view with ET Magazine, at the Ama- appolnted. If  moteplacesin Uttar Pradesh where  up,” saysPiramal. 18,890
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previous business decisions and beendonein Privileged People’ ent way of doing business in a crowded sector. *
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him in the near future. nths his time. “People like us are privi-  Laboratoriesin1988, it was the 48th companyin EPS 1093
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of the club to others. There are too seethe b have, and, therefore,it is essential  the business differently.”
many businesses eyeing his time. difference’ that we give back to society.” A system of values unifies the credo of the FY17  FY18* FY19*
And that is precisely why the ru- The work of the foundation fits  groupand definesits brands, he insists. Piramal
mours of Piramal taking on the Tata Sons chair- . wellinto his business philosophy, too. Explain-  hasbeen the only major pharmaceuticals player
manship were unfounded. ing the philosophy further, Piramal mentions - inIndia who has escaped action by the US Food P/ E
The chairman of the group with a market  both Mahatma Gandhi and the Gita. He adds ~ and Drug Admini on (FDA). The company X
capitalisation of ¥45,000 crore is open about  that the role of a business promoter like him  has seen more than 30 USFDA audits so far. The 344 26.5
this. “Ihave my own business, why will Idoitfor ~ shouldbe that ofatrustee: take care of theinter-  groupstill runs 14 manufacturing plants making J 228
someone else?” he asks. He, however, justifies est of all stakeholders who-are beneficiaries—  complex generic products and is operating as
the decision taken by Tata Sons toremove Mis- ~ shareholders, employees, customers and soci-  contract manufacturing units for global pharma =
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“AlwaysLook
Belowthe
Headlines”

Ajay Piramal shares Mth ET Magazine how he takes a
business decision and his philosophy of buslness
Edited excerpts:

On his investment philosophy
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There willbe

stop work at any plant at anytime. And it has always

been like that,” Piramal says.

Piramal then takes on the big questions. In 2010,
the Abbott-Piramal deal was a $3.7 billion (217,500
crore at the time) one and it left Ajay Piramal and
the company with a lot of money. One of the first
decisions was to invest in Vodafone by buying 11% in
two tranches. The first, 5.5%, was bought in 2011 for
2,856 crore and the second the next year for

23,007 crore. The 11% stake was
sold in 2014 for ¥8,900 crore,

. bringingina neatupside for the

company. “Many did not under-
stand, but this was not just an
investment. It was the begin-
ning of our structured finance
business,” Piramal says. The
business, he says, now has a
book value 0of 740,000 crore.

Importantly, Piramal has the
numbers to back himself today.
The market capitalisation of Pi-
ramal Enterprises has grown by
four-fold in the last seven years,
from an average of around
%10,000 crore in 2010-11, it has
been moving around 745,000
crore in April 2018. The com-
pany’s net profits have also sta-
bilised (there were losses in
some quarters in 2013 and
2014). Piramal Enterprises re-
corded a net profit of ¥490
crore for the September-De-
cember 2017 quarter.

In the course of the journey of
the last four decades, Ajay Pira-
mal has witnessed failures, too.
While the falling apart of the
Shriram-IDFC Bank merger was
arecent one, another in the not-
too-distant past was an attempt
at new drug discovery, using tra-
ditional Indian knowledge. The
business had to be closed down.
“Soitdid not work out. It failed.”

He adds: “I have always said
that you have to fail. If you do
not fail, it means you have never
taken enough risks.” Then he
goes on to explain how accept-

ing failure is also part of the phi- .

losophy. “Imay believe in some-
thing, but ifitis not workingand
is not giving returns, we haveto
close it down, because that is
the right thing to do for the
shareholders.”

Value for Shareholders

The group is gearing up to give
shareholders more value. Flag-
ship Piramal Enterprises is pre-
paring for one more set of re-
structuring that will separate the
pharmaceuticals and finance
businesses. A possible re-entry
into pharma in India after the
non-compete agreement with
Abbott ends in the second half of
2018 is not a foregone conclu-
sion, Piramal insists. However,
with¥7,000 crore of fresh capital

in the bag, it might just be a question of time.

While the Shriram-IDFC Bank deal did not work
out, Piramal points out that there will be opportuni-
ties toenter banking. Public sector banks, he says, are
facinga problem that will have to be sorted out. If pri-
vatisation happens, he hints, it would present anoth-
er opportunity for either Piramal Enterprises or its

When the group had decided on a major financial

sector play, especially after selling the Vodafone

Milestones

1988 .
McCap:z6crore

Acquires Nicholas Laboratories

1989-2010
McCapz8,878¢cr

Series of M&As, JVs and alliances
and various organic initiatives
give pharma business a push
Sells the domestic formulations
business to Abbott-in 2010 for

$3.8 bn, at 9x sales and 30x
EBITDA

Sells diagnostic services to Super
Religare Laboratories

FY2011-18
MCap:45,300¢cr

Creates a leading RE developer
financing and sector-agnostic
corporate finance group platform

Acquires stake in Shriram Group

Enters retail financing by
launching home finance
company

Launches emerging corporate
lending business

Scales up the rest of the pharma
businesses

Enters US-based healthcare
and analytics busi

Signs Vodafone deal

2018-19
Raises 74,996 CI'and plans

toraise another 22,000 cr
through rights issue

Significantly scales up financial
services business by adding
products, expanding into new
retail financing segments and
growing existing portfolio

Looks out for value-accretive
acquisitions in pharma

Improves margin profile of
pharma businesses

Source: Company

stake, there were two good examples to follow:
Shriram Capital on the retail side and HDFC on the
wholesale side. Piramal bought 10% in Shriram Trans-
portin2013and thena20%stake inits parent Shriram
Capital in 2014. In 2015, Ajay Piramal’s son Anand,
who had incubated the realty business in 2012, raised
$284 million from private equity firm Warburg Pin-

cus. Moving into home finance
was the next logical step, and
Piramal Enterprises took that
in2017.

Next Generation

Apart from Piramal’s son
Anand and daughter Nandini,
his son-in-law Peter DeYoungis
also part of the business. DeY-
oung heads the critical care
business of the company. He
says that while both hisson and
daughter were groomed to
take up positions in the busi-
ness, there is more to it. “Ours
is a business family. I work, my
wife (Dr Swati Piramal) works.
My children too have imbibed
the same values.”

There are also big plans for
the family investment vehicle,
called Montane Ventures, to
invest in the new-economy
businesses. Piramal is not
keen to talk about it. Invest-
ments made so far are too
small. But Piramal does not
rule out entering new sectors
and businesses.

As the interview winds
down, Suresh Tapuriah, the
current president of Amateur
Riders Club, walks up to Pira-
mal and ribs him about how
long the interview has been
and why Piramal has not eaten
anything while talking. The ca-
maraderie between the two
men who have bonded over
their love for horses over dec-
ades is palpable. Piramal
laughs at the jokes but quickly
returns to business. He indi-
cates that future investments
will also have to pass througha
sieve of values. “We are a val-
ues-driven organisation and
westick to our values. After the
Abbott deal, we had tosay noto
many offers in infrastructure
and power. We felt the process-
es were not transparent
enough.”

All the talk about a re-entry
into the Indian pharma busi-
nessaswell asthegrowthin the
financial services business in-
dicates that the biggest bet that
Piramal seems to be taking is
on India. “Our annual GDP
(gross domestic product)
growth of 7.5% means if you
countinflation, there is anomi-

nal growth of 12-13%. Now, if you leave out agricul-
ture, then industrial growth is at 15%. That is the aver-
age, so I tell my companies that if 15% is the average
growth we can have in India, we should look at least
20% growth in our companies.” He points out that
India is a large, $2.5 trillion economy now and with
thisrate ofgrowth, whichis not possible in developed

associate Shr'qm_c.agital toget g‘ i » markets, India is the place to be.




