Date : 04-Oct-2008  Edition : National Page No.: 42  Page Name: n.a.  Size: 495.88 sq. cm

Sector: Infrastructure  Circulation: 0  AVE: Rs.0.00 Frequency: Fortnightly

Pun) Lloyd's early gains in global infrastructure proi‘rﬁf‘ia "ii’iii"i bearolen
other infrastructure companies that are emerging from |r

i

Page 1/3

© Outlook Business


http://myimpact.impactmeasurement.co.in/index.php?id=a3f5cf7d338fcec77008b35283b656a3

Date : 04-Oct-2008  Edition : National = Page No.: 43  Page Name: n.a.  Size: 492.17 sq. cm

Sector: Infrastructure  Circulation: 0  AVE: Rs.0.00 Frequency: Fortnightly

OUTLOOK

Business

it i’_-_n_h'-'r

e . b g s L W T )
felTorat_nmCmf | T
: ' . S S T T

e | 0| _w

Page 2/3

© Outlook Business


http://myimpact.impactmeasurement.co.in/index.php?id=a3f5cf7d338fcec77008b35283b656a3

Date : 04-Oct-2008  Edition : National Page No.: 44 Page Name: n.a.  Size: 473.99 sq. cm

Sector: Infrastructure  Circulation: 0  AVE: Rs.0.00 Frequency: Fortnightly

Business

FEATURE PUNJ LLOYD

The Courage To Buy

Punj Lloyd has also strung together a few
overseas acquisitions that are helping it
take on bigger and more complex global
projects thatalso offer better profitability. A
2006 acquisition of Singapore-based con-
struction company, Sembawang Engineers
& Constructors (SEC), for $40 million (Rs
160 crore) opened up new markets such as
China, UK and Iran and deepened Punj
Lloyd’s presence in South East Asia.

Exposure to high-profile projects, such
as Marina Bay Sands Integrated Resorts,
Singapore, Changi Water Reclamation
Plant, Singapore, Jumeira Island Villas,
Dubai, or light rail transport system, Sin-
gapore, further spruced up the group’s
EPC capabilities.

Simon Carves, a 100% subsidiary of SEC
based out of UK, gave access to larger and
more complex projects in the refinery and
petrochemical segments, while exposing
the group to new sectors such as pharma-
ceuticals, biotech, and nuclear power plants.
SEC came with an order backlog of $1.9
billion (largely low-margin contracts).

“The SEC acquisition was a shot in the
arm for the company. It put Punj Lloyd in
a different league,” says Pulkit Bakiwal, Re-
search Analyst (Capital Goods), Sharekhan.
“It enhanced its execution capabilities.” And
in June this year, it acquired a 74% stake in
UK-based Technodyne International, with
specialisation in large-scale cryogenic and
high-pressure tanks.

Similarly, the group’s Rs 350 crore invest-
ment in Pipavav Shipyard for a 23% stake
will give it a firmer footing in the offshore
segment with access to fabrication facilities
for platforms and rigs. Also on the anvil
are plans to get into commercial and naval
shipbuilding and repairs.

Partnership Power
“Partners help to mitigate risks,” says Punj.
His joint venture with Saudi Prince in 2006
helped to bag several EPC contracts for on-
shore and offshore projects in the country.
Punj Lloyd’s entry into the real estate sec-
tor with the Ramaprastha Group through
a 50:50 JV;, and the MoU with GMR Group
for bidding for large-ticket road projects in
the country, are pointers to that effect.
More recently, it has inked a pact with
Singapore-based ST Kinetics for manufac-
ture of defence equipment in the country.
To start with, the joint venture will make
barrels for light Howitzer guns in Gwalior
for the Indian army. Potential partnerships
with international aircraft manufactur-
ers, including US-based Boeing and Eu-
ropean aerospace player, EADS, are also
being explored.

“ We took a conscious
decision notto risk our busi-
ness on a single country.
There were lots of opportu-
nities outside India, and we
went after them

Atul Punj
Chairman, Punj Lloyd Group

“The defence and aerospace business has
the potential to become as big as our core
business in oil and gas and infrastructure,’
says Chhabra. But critics point out that
manufacturing is not in the DNA of the
Punj Lloyd Group. “We are on the same
page as any other large business group that
has recently made a foray into the defence
space. We will go through the learning
curve,” counters Ravi Keswani, Executive
Vice-President, Punj Lloyd.

Fortune Favours The Brave

A few macroeconomic factors have also
helped Punj Lloyd along, but only because
it ventured abroad so early. “The rising
petro-dollar spend in the Middle East and
Caspian markets will make these markets
grow faster than India;” says Keswani. That
could be a $500 billion segment with big
margins. “As the price of crude oil went up,
many clients expanded their project’s scope,
scale and complexity;” says Vimal Kaushik,
Managing Director, Punj Lloyd. “Though
it delayed many projects, on the whole, it
meant good business.” Even though oil is
now down to $100 a barrel, enough wealth
has been created in the oil-producing na-
tions to sustain capital spends.

Here, Punj Lloyd will run into its illus-
trious rival, the Rs 26,000 crore L&T. But
its geographical spread and existing rela-
tionships would come in handy. Besides,
there will be strong global competitors too.
Margins in the sectors are from 7-9% and

could come under pressure. “Venturing
into markets such as Libya and Yemen,
where Western players tread more cau-
tiously, offers better returns,” says a senior
company executive.

But analysts worry about Punj Lloyd’s
diversification. “At a time when compa-
nies are looking at integrating their value
chain, any diversification process has to be
cautious,” says Arvind Mahajan, Executive
Vice-President (Infrastructure Practice),
KPMG. Punj Lloyd is planning to counter
that with an organisational restructuring
that will bring in sharper focus and better
risk-management at individual business
units. A management consultant is likely
to be roped in soon. Taxation-related issues
across different geographies are another
reason for the proposed rejig.

The Final Frontier

Punj is now is gearing up to attack a new
frontier: the Americas. Though non-com-
mittal on a time frame, strategic alliances
and acquisitions are part of the play, he con-
cedes. He may not enter the United States
directly, but start off with Canada. The Tex-
an government is checking out the public-
private partnership route to upgrade several
highways using the build-operate-transfer
model. Analyst reports suggest that the US
infrastructure opportunity could exceed
$1.7 trillion and it is only a matter of time
before current rules are relaxed to allow
more free flow of international investments.
“The US opportunity will overshadow any
other around the world,” says Punj.

But before that, oil-rich Latin American
countries like Venezuela would offer good
projects. With hectic oil and gas exploration
activities, the region is attractive. Sixteen
years after the Indonesian adventure, Punj
is ready to journey over all the earth. ®
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