SHFL to Get New Brand Name
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The New York-headquartered
private equity firm finalised the
deal on Monday with Chennai-
based non-bankingfinance com-
pany (NBFC) Shriram Finance,
which held 84.82% of the mort-
gage lender.

San Francisco-based PE Vali-
ant Capital Management owned
the remaining stake in SHFL,
which is one of the fastest gro-
wing housing finance compani-
es in the country.

“This is the first ever sale by
the Shriram Group. This also
marks Warburg’s biggest acqui-
sition in India and the biggest
deal in the housing finance sec-
tor;” Shriram Housing Finance
managing director Ravi Subra-
manian told ET.

Warburg Pincus will acquire
the stakes through affiliate
Mango Crest Investment Ltd
from all the sellers. The transac-
tion, which coversequity andall
convertible instruments of
SHFL, is subject to regulatory
approvals.

The private equity firm will in-
fuse 21,000 crore in equity, Sub-
ramanian said.

“Warburg Pincus remains exci-
ted about the affordable housing
finance segment in India,” said
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Narendra Ostawal, head of India
privateequity at Warburg Pincus.

Accordingtothedeal, the entire
managementof SHFL, including
Subramanian, will stay on. The
company has a pan-India presen-
ce with 155 branches and had as-
sets under management (AUM)
of ¥3,762 crore at the end of
March with a net worth of 1,924
crore. AUM has expanded at 56%
CAGR over the last four years.

The company will also have a
new brand name even if it hasa
l-year window toretainthe Shri-
ram identity.

SHFL raised Rs 400 crore in
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compulsorily convertible de-
bentures in the last week of
March. This was excluded from
the net worth when the valua-
tion metric for the deal was cal-
culated.

“Under Ravi’sleadership, Shri-
ram Housing Finance has em-
barked onaremarkable journey,
positioning itself as one of Indi-
a’sleadingaffordable housingfi-
nance companies,” Ostawal sa-
id. “Warburg Pincus has a deep
history of partnering with ex-
ceptional teams, particularly
withinfinancialservicesand we
are excited to support Ravi and

the management team as the
company advances into its next
phase of growth.”

Negotiationsoverthedeal star-
ted in December last vear and
gathered steam in April.

This came after protracted ne-
gotiations with some private
equity firms to sell a minority
stake of 15-20% for growth capi-
tal did not fructify. Subsequent
negotiations with suitors such
as EQT (formerly Baring EQT)
alsofailed.

“With Warburg Pincus’ glo-
bal expertise and as partners
in growth, we're well-positio-
ned to further build out SHFL
and create a larger impact in
the Indian housingfinance sec-
tor,” Subramanian said.

Shriram Finance executive vi-
ce-chairman Umesh Revankar
said that the transaction aims to
maximise value creation for
both Shriram Finance and
SHFL, as both companies inde-
pendently fulfill their respective
long-term vision.

JM Financial, Barclays and Av-
endus werefinancialadvisorsto
SFL, SHFL and Valiant. Trilegal
and Anagram were legal advi-
sors to Shriram Group and Vali-
ant, while Cyril Amarchand
Mangaldas advised Warburg
Pincus.



