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Kotal:s new challenges

CROWTH HURDLES The financial group has come a long way, but the next round may be tough

___financialfizz

Sandeep Singh & Sachin Kumar

® sandeep singhlEhirduslantimes com

MUMBAY “We just sit back and won-
der — ¥eh kya hogaya?” (What has
happened?) says Uday Kotak,

That is a modest look-back at his
business that has come a long way
from being a humble auto loan lender
to a diversified financial services
eonglomerate in which the Kotak
Mahindra Bank has had a pride of
place since 2004,

The bank's share value has mul-
tiplied 28 times and its market cap-
italisation is just shy of 28000 crorve,

That's quite some growth since
the days when it started out as three
people in a d0-square-feet office in
1985. Today it has more than 20,000
employees and TO000 crore in rev-
enue a8 it completes 25 years. The
group plans Lo dguble revenues aver
the next four ydabs, adding 2,500
employees every yeur:

A management graduate of the
Jamnelal Bajaj Institute of
Mumlgemem Studies, viee-chair-
man Kotak, 51, ealls the success “a
produet of the reform process” that
kicked off in 1991, opening-up the
state-dominated financial industry
o privide enterprize. An investment
banking partnership with Goldman
Sachs proved eritical in Kotak's
heady growth theough the 15908,

“We are fortunate that [ndia's
nominal GDP growth is 14% per
annum, Our view is that we want to
grow L5 Lo 2 times the nominal GIDE®
Fotak told FT.

For two decadies. hisentrepreme orial
comrides hive been C Jagoram snd

Dipek Gupita , now eseeutive directors
at Kotak Mahindra Banle

What started as a non-banking
financial company (NBFC) has been
left behind. Along the way the group
struck big money in deals like the
investment banking deal that

brought HongKong's Hutchison

group to [ndia's telecom industry.
The focus is now on the bank,

“There will be disruptive change.
W would have 500 bramehes by 2012
and the optimum number overall is
anywhere between 500 and 1,000
branches, Beyond that it’s a very dif-
ficult ecall because of changes that
will happen as a result of growing
technology,” said Kotak.

After all, the bank faces formida-
entities like 1CICT and foreign banks
that are set to get more licences,

The: group aspires to have 60 to
65% of its revenues from the bank-
g business but aims ko muintain the
leadership position in all segmenta
such as investment banking, stock
broking, investment managernent,

management and insurance,

Given the current state of the
finaneisl servives industry, Kotak
feels that banks need o invest & lot
in building culture and get rid of the
approach for short-term gains.

“This is creating significant cul-
Luiral issues which are heonsistent
with sustainable truse” he said Chee
nterview), -~

Rotak said he is worried about the
trust erosion in banking after banks
Lurned apgrressive sellers of mut wi
funis and insurance policies, expos-
ing clients to losses, “1 want io sce
how can we chiange this”

It does not help chat the group has
seer staff attrition while a war for

Company

Kotk Securities Limited

Kotak Mahindra AMC

. 1985: Enters as an NBFC (non-bank-
Ing financlal company) ta capitalise
on the inefficiencies in the banking
system — Public sector banks were
sitting on fat 10-plus margin
between lending and :

1989: Forays into the car ﬂna.ncing

AMANY-HEADED CONGLOMERATE

From humble beginnings to 10,000 cr revenues and 20,000
staff, Uday Kotak's financial dreams have come a long way.

Kotak Mahindra Ofd Mutual Life Ins.

The road fo growth

March 2010
PAT Revenue PAT
10,053 1,307
4019 563

(Figures in ¥ crore)

sector where Citibank was the only
competitor

1991-92: Enters investment banking
2000: Forays into life insurance
business.

2003: Enters banking business.

talent is on.

“As an industry altrition rate is
high particularly in the front end
(attrition rate is B0%). So it is very
difficult to attract and retain talent,”
=said Gupta, whe also heads human
resourees al Kook Mabinden Bonk,

I investroen: baniing, the group
has failad to evolve as & pobal play-
e, bt Jayaram says Chat it Ras bean
a conseigus choiee as the group first
wanted Lo establish itsell at home,

“Our real challenge is to now try
on our own to eross that rubicon and
see that do we have Lhe ability Lo do
an ADR or G said Jayaram. “We
Tuawvi tied up with variows cornpanies

i different geogeaphies to service
ME&A aelivities”
Kotak represents a breed of entre-

< preneurs more aligned to profes-

sionally run companies and does not,
speak of his two sons following him
as inherilers, "He (my sond is not

brusaque style, but his key aides do
ot agree, “Uday is not an asuthori-
tarian and there is system inwhich
the tap 20-30 people can have dis-
aprecments with him. He i able to
crgmE in d = andl listes Lo
others views,” AT,

j FROM DEALS T0 BRANCHES

* Focus has shifted from non-
banking financial services to
aogressive growth at Kotak
Mahindra Bank

* Talent is a big chalfenge for the
aroup that has seen staff attrition.
* The group now plans to add
2,500 employees every year

» KM8 plans to have 500 branches
by 2012,
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