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Sovereign funds flock to
India amid Fll, PE caution

Indian bonds’ entry into global debt indexes may tempt sovereign funds further

Sneha Shah & Mayur Bhalerao
MUMBAI

ome of the world’slargest

sovereign wealth funds,

including Singapore’s

GIC Holdings Pte. Ltd,

Abu Dhabi Investment
Authority, and Kuwait Investment
Authority, have significantly
increased their investments in
Indian stocks and startups the past
fewyears.

These three funds held a collec-
tive 35 trillion, ornearly $60 billion,
in Indian stocks as of 31 March,
show data compiled by Mint. Of
that, about 32.57 trillion (about $30
billion) wasinvested over the previ-
ous three financial years (2021-22
t02023-24).

Sovereign funds are doubling
down on India at a time when
global private equity firms, venture
capital funds and other growth-
stage investors are taking a meas-
ured approach tobacking domestic
companies.

Thelrgrowmgmterestmlndlan
marketsalso comesamid a tapering
offoreign institutional investment
(FII) in the country, although ana-
lystsexpect Fll flowstorebound in
thesecond halfofthis year. Flls net
sold146.29 crore worth of equities
between 1January and 2 July.

The recent inclusion of Indian
sovereign bonds in JPMorgan
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The three funds held a collective 5 trillion, or nearly $60 billion, i in

Indian stocks as of 31 March.
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Chase & Co.’sglobal debtindexesis
also expected toboost the country’s
appeal to sovereign funds.

Earlier thisweek, ADIA, thelarg-
est sovereign wealth fund in the
United Arab Emirates, invested as
partofthe anchorround in Emcure
Pharmaceuticals Ltd’sinitial public
offering. It is also looking to team
up with private equity firm Black-
stone toacquirea controlling stake

isreportedly iuouasabngh:
a.ﬂsm : spotamongEMsis
oinv&st in India * attractmgthesemnds

in Haldiram Snacks Food Pvt. Litd,
as Mintreported earlier.

ADIA also pumped in 1,400
crore in growth-stage beauty and
personal care startup Purplle last
week, and is set to invest 32,001
crorein four residential projects of
real estate developer Prestige
Group along with Kotak AIF.

The Singapore government’s GIC
is the most aggressive among the

~ three sovereign funds, holding as

much as 2.5 trillion in Indian
stocks. It has invested in high-pro-
file domestic stocks including
HDFC Bank Ltd, Reliance Indus-
tries Ltd, ICICI Bank Ltd, Bajaj
Finance Ltd, and Larsen & Toubrq
Ltd.

The Kuwait Investment Author-
ity, or KIA, and Norway’s Norges
Bank hold more thanX1.5 trillionin
Indian stocks, as per PrimeData.
This data captures stakes of more
than 1% held by these firms.

Expertssay Indiaisa natural ally
forseveral sovereign wealth funds
and the only bright spot among
emerging markets.

“India is a high-growth market
that these firms are keen to invest
in. We have seen that they have
increased their deployment rate
over the last 3-4 years and this is
likely to continue going forward,”

said V. Jayasankar, managing

director at Kotak Investment Bank-
ing.

Sovereign fundsare equally eval-
uating investment opportunities
across public and private deals, he
added. ADIA is reportedly setting
up a $4-5 billion fund to invest in
India through Gujarat Interna-
tional Finance Tec-City, or GIFT
City, a tax-neutral finance hub in
Prime Minister Narendra Modi’s
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home state of Gujarat. Sover-
eign funds are also steadily
increasing their exposure to
private companiesin India.
Last year, ADIA invested as
part of a $400-million invest-
mentround in eyewear-maker
enskart. It also invested in
; enewable energy firm
r,ireenko Group and Reliance
Lvtail Ltd, bringing $21.6 bil-
lioninto India over thelast five
yearsending FY23, showsdata
from Venture Intelligence.
GIC pumpedin $16.7 billion
between 2019 and 2023, with
electric-scooter company
Ather Energy Pvt. Ltd,
Greenko, software firm Atlan,
and Sterlite Power among its
key investments.
MubadalaInvestment Com-
pany, another Abu Dhabi-based
sovereign fund, and Qatar .
Investment Authority, among
others, have also been pumping
in billions of dollars into the ¢
Indian market, data show.
“Indian foundershavelearnt

thevalue ofinvestorswhohave *

lower cost of capital and a
longer holding time horizon as
compared toPE/VCinvestors,”
said Kashyap Chanchani,
co-founder and managing part-
ner of investment bank The
Rainmaker Group. “On the
otherhand, the sovereign funds
are seeing more opportunities
in the private markets, which
favours their risk-reward trade-
offthan anytime before.”
Bankers and industry
expertssay Indiais currentlyin
a sweet spot for these deep-
pocketed investors, and they
see theinflowincreasing stead-
ily over the next 5-7 years.
“Indiabeing one of the larg-
estand fastest-growing econo-
mies offersapromising growth
story and isbecoming a natural
+ choice for investment for sov-
ereign wealth funds,” said Neha
Agarwal, managing director
and head of equity capital mar-
kets at JM Financial. Political
stability and many path-break-
ing reforms in the last decade
have helped in attracting a
large pool of capital from sover-
eign wealth funds in the sec-
ondary markets, she added.
sneha.shah@livemint.com
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