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Brookfield is banking on its expertise in real estate,
infra-linked businesses and fin services for India

Growth Prospects Intact,
India’s a Big Opportunity

rguably themostbullish

foreigninvestor for

Indian assets, Brookfield

isuppingitsgame. inthe

pastoneyear,ithas
bought Mukesh Ambani’s gas pipe-
line, Jio's telecom towersaswellas
Hotel Leelaventure. Its media-shy
India head took time out to explain
why heis goingafter cash flow-
generatingassetsinaninterview
with Reghu Balakrishnan, Indulal PM
and Arijit Barman. Excerpts:

You havedeployed $16billionin
Indiasofar,alion’s share of which
inthelastsix years.In 2019alone,
the figureis $8-billion-plus. What
gives you this confidencewhenthe
India story isunder pressure?

It'sa combination of things. We have
now developed real operating capa-
bility onthe groundacross our vari-
ousbusinesses. For example, we have
developed over 5million square feet
inthelastfew years, whichis compa-
rable tosome of the biggestdevel-
opersof the country. Inall, our oper-
ating platforms employ over 4,000
peopleinindia. Thatlevel of oper-
ating capability givesusalotof
confidencebecause webetterunder-
stand business onthe ground, aswell
astherisksand opportunities. We
alsoagreewith Prime Minister Modi's
visionofa $5-trillioneconomy.The
government hasgotten stronger,
they areengaged, and the long-term
trendsare pretty spectacular. Add to
that, India isone of the few countries
wherethe central bankstill hasthe
ability tocutrates.

Butwhataboutthe shortterm?
That'swhere i tobe?

@ CASH-FLOWING BUSINESSES
Welike cash-flowing busi-

il

" nesses, especially inaplace

like India. If you havegota

very high cashyield, you
canreturn capital
sooner -
whichis great

Whileitisabigproblem, wedon't
thinkitis catastrophicanditcanbe
solved - itisjusthow yousolveitina
way thatis politically correctand
doesn'tincentivise any badbeha-
viour. Frankly, lalready think some of
therightstepsare taking place.

So, India still remains one of your
favouritedestination?
Yes.Wehavealotof confidenceinthe
country. Indiaisnow aonce-in-a-
lifetime opportunity, whereyou have
long-termgrowthbutashort-term
dislocation of capital... However,
thesedaysweare choosing busi-
nesses thataremoredefensivein
nature. Sectorssuchasenergy —for
example, our gas pipeline. Itisan
extremely safeinvestmentwitha
fantastic counterparty. Or telecom
towers, which provide criticalin-
frastructure for data,whichis thelife
blood of India going forward.

$16billioninsixyears...Soarewe
toexpectdoubling of capital

Inthe short term, you haveasituation
wherethereis limited creditavail-
ability but thatisactually helping
investors likeuswhoare long-term
oriented. Atthis point, we have the
capitaland the actual operating
capability to buy assets or businesses
and operate them. Soit'sapretty
unique situation. | guess the proof of
thepuddingisintheeatingandwe
havebeendeploying capitaland
doingdeals.

Isthe currentslowdownmore
cydical or structural innature? And
doyou accordingly rework your
strategy?

Thecreditmarkets have had chal-
lenges for sometime, evenif they are
moreevidenttoday. It just takes time
towork throughthe issues. PSUbanks
today are burdened by NPAsand
whilethemergersarea good thing,
they may prolong the situation. Some
like SBI have donea phenomenal job
of recognisingwheretofix issuesand
findingways tosstill provide capital.
The private banks were smartby
focusingonretail but it left room for
theNBFCstofillagapanddoa lotof
things that banks can'tdo- suchas
lendingagainstshares or for adivi-
dendrecapor againstland etc. How-
ever,asNBFCsdon't takeretail
deposits, many never formedareal
liability franchise... whichled toa
naturalasset-liability mismatchand
the problem that weare seeing today.

inthenextfiveyears?
Whenwefirstentered India, we
planned to be presentinall of our
businesses —real estate, power,
infrastructure, private equityand
credit. Five yearsago, we were
focused onreal estate but today we
areactually presentinall thebusi-
nesses. Our infrastructure businessis
our biggestnow. Our private equity
businessisactiveinresidential
developer financing where we have
aroundz2,500 crore. And our power
business now isover half a gigawatt
and growing. 1 think overall we will
grow the Brookfield footprintover
thenexttwo years. Our investments
areperformingwelland we have
started to generate returns outof
India whichis whatismostimportant.

Youalsohaveateaminplacefor
growth equity investmentsin
non-real estate. It'snew. How is
thatshapingup?

PEsofar hasbeen focused onreal
estate financing but the team has
beenactively evaluatingother
businesses — financial services,
consumer, healthcare, education.
Globally, we have $60-billionAUMin
private equity. Onechallengein india
isvaluationsbecauseitisahigh-
growthmarket When publicmarkets
offer great multiples, itis sometimes
hard for private capital to co-exist.
Butthatbeingsaid, being suchawide
space, there'salways some sectors
like financial services where you can

find interesting opportunities, or
theremay be some promoters we can
partnerwithand help.Today, con-
sumerand healthcare look very
expensivebutinreal estateand
infrastructure-linked businessesand
financial services where we have
unique expertise, we can offerin-
teresting solutions.

You haveinvested intoll roads, gas
pipelinesand telecom towers of
Reliance Industries. Howdoyou
exit?

Welike cash-flowingbusinesses,
especially ina place like India. If you
havegotavery highcashyield, you
cannaturally return capital sooner -
whichis great. Exitsdependonthe
specificbusinessbut weare patient.1
think InvITs area phenomenal model
forinfrastructureand we created
India's firstspecial purpose acquisi-
tion InvITwith our gas pipeline. We
arefollowing the same modelin
telecomtowers.. InviTsare theright
product for capturing the global
appetiteforyield since they have to
ownoperatingassetsandareatax-
efficientvehicle. Sowhenyou have
thebestassets comingintoa vehicle
thatprovidesa tax efficient stream of
income, all ofa sudden passive capital
can getinterested, whichisa great
thing from anexit perspective.
However, theseassets need to be
managedby a good institutional
owner with operatingexpertise.

Sowillyou convertyourinfra
platforms InVITs or REITs for real
estate? Will they also acquiremore
assetsand bulkup?

Weunderstand REITsand InvITs
globallyvery welland we'vebeena
partofthisjourney inIndia. We
believe Sebiand the Ministry of
Finance havedonea phenomenal job.
Almostall of our $16-billion of assets
inindiacould fitintoanInviTora
REIT. Wewill continue to look for
inorganicopportunitiestoscale these
platforms.

Howareyour older investments
performing?

Wearevery pleased with our per-
formance todate. Ina couple of our
early investments, we caughta
declininginterestrate cycleand we
wereabletoactively manage these
businesses leveraging our operating
teams. Weimproved the property
assets, building on our work-live-play
thesis by bringinginalotof retail
elements tomake itmoreattractive

forour clients. Our roads, both toll
andannuities, aredoing well as per
our expectations. What's greatis
throughthese acquisitions, we'reable
tobuildstrongrelationswith the
governmentand regulatorybodies,
including the NHAL.

Government spending oninfrahas
slowed down considerably. Do you
seeyourself taking greenfield
risks?

Onthereal estate side, we have
already beendoing some devel-
opment. Inrenewable power, where
thedevelopmentcycleisshorter, we
could look atit. For roads, I think isa
bitofastretchasthetimelineismuch
longer. Itreally comesdowntothe
assetclass. Predictability iskey here
whichisdifficultinalarge gas pipe-
lineortollroad, and development
carriesarisk premium.

Inrenewables, we have seensome
state governments like AP looking
atrenegotiating contracts. Thathas
spooKed severalinvestors...
Sanctity of contracts obviously are
paramount The good newsis we're
long-terminvestors, sowe takea
long-termview ofany changesina
micromarket

Whatmade youbuy Leela?
Theassetsare phenomenalandsois
thebrand. InIndia, themarketis
really dominatedby a handful of
brandsthatareall Indian. Atthe same
time, those brands have nothad aton
of global exposure. There's clearly an
opportunity... Compared to Bangkok's
20-million or Dubai's 16-million
visitors, India attracts only 8 million.
Tourismwillbeabigplay and domes-
tictravelwillgrow. Sowebelievein
hospitality. And ifyoucanplay the
hospitality anglewithastrong brand
like Leela, thereis real growth pos-
sibleinIndiaand evenabroad. Shan-
gri-La came from Singapore, Manda-
rin Oriental from Hong Kong, Jumei-
rahfrom West Asia, and Four Seasons
from Canada. Why can't Leela come
fromIndia?

Youdon'tfeeltheAirBnBsand Oyos
disrupting the entire segment?
Westillbelieve hotels have their
place. It'snot thatyou don‘t factor in
theonline lodging marketplaces.
Thereisanimpactonroomsbut
hotelsaremore thanjustrooms -
especially inIndia, where F&B, ban-
queting, etc. makeupabigchunkof
revenues. Secondly, the segment
we'reinisluxury, whichisn'tgeneral-
ly where thedisruptorsareactive.

Sobroadly speaking, whatarethe
biginvestment themes or you?

For private equity, weare interested
infinancial services andsituations
where there isabalance sheet which
we canenhance. Oninfrastructure,
InviTshaveimpressed usandwe will
continuingtoinvestinenergy and
datainfrastructure through that
structure. Onreal estate, rentals used
tomean commercial but canbe many
things, includingresidential. There
are opportunities toexpand whata
rentalyield traditionally means.



