‘We Need a Banking Licence
to Meet our Long-term Goals’

Recent acquisitions give us a wider portfolio and save time to scale up, says L&T Fin's Deosthalee
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Many believe
L&T Finance, the
non-banking fi-
nance arm of
thecountry’s
largest engineering company L&T, is
best positioned for a banking licence. In
the past few months, the company has
acquired Indo Pacific, a housing finance
company, Family Credit,anautoand
two-wheeler financier, and Fidelity Mu-
tual Fund, to diversify its portfolio. YM
Deosthalee, chairman of L&T Finance,
says thatthe company savestimeby
making these acquisitions. Inanin-
terview with Shilpy Sinha, Deosthalee
talksabout his plans for the company
and why itisimportant for L&T togeta
banking licence. Excerpts:

You have acquired three companies
this year. What is the rationale?
Wearebuilding acomprehensive
long-term financial services business.
So, itisimportantforustohavea
broader portfolio. Growthbecomesa
challenge whenyou focus ona niche
segment. Wearebuilding the portfolio
onthree types of skill sets. Skills to
manageassets-related risks, balance
sheetrisksand project risks. Weare
buildingan organisation with people
whounderstand and manage these
risks well. Initially, we were mainly fi-
nancing income-generating busi-
nesses. With the acquisition of housing
finance business, we will now work
withassets, whichareemotionally im-
portanttothe customers. With theac-
quisition of consumer finance busi-
ness,wewill startworkinthearea
of consumer finance.

Thedebate on banking guidelines

has started again. How soondoyou

expectapplication process to start?
Wedon't know when the process will

start. The draftguidelines were issued
morethanayearago. We seenoharmin
initiating the processand inviting appli-
cations. The actual issuancewill inany-
way take some time and the licences can
be issued after necessary amendments
tothe Banking RegulationsAct.

How crucial is it for L&T Finance to
getabankinglicence?

As|said earlier,wewant tobuilda
long-term financial servicesbusiness.
Wewould like to offer awide range of
products, which the customer needs. In
NBFCstructure, thereare limitations
toofferall products. Itis from thisper-
spective thatabankisimportant. Itis
also helpfulinbuildingabalanced lia-
bility side of the balance sheet.

Doyoubelievein growing
inorganically?

Itis nota question of believingininor-
ganicgrowth. Whatisimportantis to
make a choice based on business needs.
For example, we had decided tostart the
housing finance business. Itwould have
takenalong time of about two yearsto
startorganically. With theacquisition,
we now have robust systemsand proc-
esses to grow this businessand also
some talented people. Itwasalso useful
for usin getting the licence quickly. Simi-
larly, we believescaleis importantinas-
setmanagementbusiness. While we had
acquired asmall assetmanagement
company a couple of yearsago, we
wanted to havea proper mix between
debtand equity, wholesaleand retail
and distribution channels. Thatiswhy
acquisition of Fidelity Mutual made
sense. I think itisimportant todefine the
strategy firstand then make the choice
between organicand inorganic growth.

Isintegration a challenge with these
acquisitions?

Integration is extremely importantin
acquisition. We invested long hours in
planning and implementing the inte-
grationprocess. Infact, adetailed inte-
gration plan was prepared well before
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the bid is submitted. In our business,
the most important challenge in acqui-
sition is the human resource challenge.
So, itisessential toplan careersand po-
sitions for people very meticulously.

L&Tisthe largest engineering
company in the country, but L&T
Finance or generalinsurance is not
leveragingthe parent to grow?

Wehaveastrong parentand highly
respected brand. We certainly lev-
erage thebrand in our businesses.
However, the creditdecisions are tak-
enindependently, considering the risk
appetite of individual businesses. Itis
alsoextremely important that the par-
entand subsidiary’srelationshipisat
arms length. While business relation-
ships, contactsand synergiesare ef-
fectively utilised, businessdecisions
aretakenonmeritand independently.
L&T Finance Holdings hasa relatively
large board with twowhole-timedi-
rectors, one non-executivedirector
and seven independent directors.

Youareintalkstoacquireageneral
insurance company?

Since wedo nothavea partner ingen-
eralinsurancebusiness, many potential
partnershaveapproached us from time
to time. In the recent past, three such
companies have approached us. How-

ever, nothinghasbeenfinalised as yet.

Why willyou not getinto life
insurance?

Weare growing our existingbusinesses
rapidly. We have NBFCs indifferent sec-
torswhichare growing. We have recent-
ly started the housing finance business.
We haveto grow the asset management
business and stabilise the general insur-
ance business. So, we have a lot on our
plate. All these will require capital and
management attention. Considering all
theseaspects, we havedecided nottoen-
ter thelife insurance businessat present.

Wheredoyouwanttosee L&T
Finance in the next five years?

As | said earlier, we are building a
comprehensive financial services
business. Since we have adopted a di-
versified portfolio strategy, it is also
possible for us to make choices from
time to time. Considering the penetra-
tion of different sectors and our focus
on rural and retail markets, it should
be possible for us to grow at 25% CAGR
in the next 5 years. We would like to
build a sustainable long-termbusiness
with strong systems, technology and
committed people. It will be our en-
deavour to generate sustainable re-
turnsand anadmirable institution.We
believe growth will follow.



