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Dear Reader,

Welcome to the tenth edition of the monthly Technology
Newsletter from Spark Capital. With this newsletter, we have tried
to give you a flavour of various updates across the Software, Tech
Services, Internet, and FinTech sectors.

India is undergoing a tremendous payments transformation;
therefore, it is imperative that the country’s payments
infrastructure delivers efficiency and scalability. India’s FinTech
landscape has witnessed strong user adoption through 2016, driven
largely by the payments sector which has enjoyed a digital boost
post the demonetization of high value currency notes.

Digital payment market is expected to leapfrog 5 fold from $200Bn
currently to $1 trillion by 2023 primarily led by the growth in
mobile payments. Entry of global players such as Google and
WhatsApp provides further impetus to the digitization efforts.
While there is transition from cash to digital, share of cash
transactions in India are estimated to account for 70 percent of
total transactions in value terms and 90 percent in volume.

We discuss below some of the key trends in the fintech sector in
India:

• Increasing Digitization in India: With government pushing to
digitize India’s economy, there is a significant increase in number
of digital transactions - about 15 Bn between April 2017 and
January 2018. While transactions through the UPI, digital wallets
and credit and debit cards increased in urban and semi-urban
clusters, cash is still the preferred mode of payment beyond
those areas. About 1.1 Bn digital transactions happen in January
2018; however, among digital modes, UPI registered fastest
growth this financial year, from about 7 Mn transfers in April to
about 152 Mn in January, translating into $2.5Bn worth of
payments

• Digital Wallets Looking for Differentiation: WhatsApp’s entry
into the P2P payments space is likely to cause major competition
for India’s digital wallets. The uniqueness of the WhatsApp
payments feature is that a user can make payments without
leaving the chat interface just like sharing a contact or location
on the instant messenger. WhatsApp is likely to change the
digital payments scenario by cannibalizing other wallets’ users
and adding new converts, thereby getting digital wallet
companies to pursue a differentiated approach to retain and
grow their user base

FROM THE DIRECTOR’S DESK
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• Growth in Alternate Lending: Alternative lending is one of the fastest growing segments in the
Indian FinTech space. Around 37% of GDP is contributed by the MSMEs but the supply of
credit lines is disproportionate. The major contributors to the growth of this sector include a
large amount of unmet demand for loans from MSMEs, with a gap of roughly USD 200 Bn in
credit supply, and a significant under-banked and new-to bank population which lies at the
heart of the Indian Fintech opportunity

• Reform of Wealth Advisory Services: Robo advisors are the next level in the evolution of asset
management and financial advice, primarily driven by millennials. Digital advice is becoming a
prerequisite for wealth management firms serving mass market as well as prominent clients.
The growth of robo advisory services could be attributed to its ability to offer low cost
services, scalability, cognitive advice and a next generation user experience. Robo advisors are
distinguishing themselves as the responders to the digital trend and crafting a model
resonating with early adopters. The services offered range from mutual funds, portfolio
allocation, insurance plan selection to pension fund selection

• Surge in InsurTech: With rising consumer expectations and increased access to technology
enabled efficiencies, insurers are looking to incorporate solutions that improve customer
engagement, retention and improve the complete customer-lifecycle. InsurTech companies
have an opportunity at hand to show greater value to insurers by sales improvement, cost
reduction, better risk management, process efficiencies

As a part of this newsletter, we also wanted to bring in a direct perspective from leading industry 
operators in certain select segments. For this edition, we have picked the payments segment and 
accordingly have included the interview of Eko India Financial Services, an emerging payment 
instrument company in our ‘Expert Speak’ section. I would like to take this opportunity to thank 
Mr. Abhishek Sinha and Mr. Abhinav Sinha, founders of Eko India Financial Services for being of 
great help and for providing their thoughts in the interview captured later in this newsletter.

Also covered in this edition are latest trading and transaction updates across the global
technology sector. I am sure the section on “From our Equities Desk” would be an interesting
read.

I hope that you will find this Newsletter insightful and look forward to your feedback on this
monthly market overview.

Vikash Kabra
Director and Head – Technology,
Investment Banking

FROM THE DIRECTOR’S DESK
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INTO THE REAL WORLD

Source: Public sources, SPARK Research

Value Unlocking In MidCaps: Birlasoft and KPIT Technologies to merge

Birlasoft <> KPIT Technologies

Case Study

About Birlasoft

Birlasoft is a global IT Services provider
and is a part of the 150 year old CK Birla
Group, Birlasoft started with a mission to
help every company run their businesses
better. Its vertical domain knowledge
and technology solutions are powering
digitisation across industries. With
leadership in Consulting and strong
Solutioning capabilities, Birlasoft has a
reputation of deep relationships with its
customers across the world.

About KPIT Technologies

KPIT is a BSE & NSE-listed global
technology company specialised in
providing IT Consulting and Product
Engineering solutions and services to
Automotive, Manufacturing, Energy &
Utilities and Life Sciences companies.
Together with its customers and
partners, it creates and delivers
technologies to enable creating a
cleaner, greener and more intelligent
world that is sustainable and efficient.

• The deal calls for merger of KPIT and Birlasoft with Birlasoft shareholders getting 9 
shares in the merged entity for every 22 shares of Birlasoft

• The existing promoters stake in KPIT would then be bought by Birlasoft promoters. 
This will be followed by a demerger of KPIT’s Product Engineering Services 
Business wherein, existing shareholders of KPIT (including share held by Birlasoft) 
would get 1 share in KPIT Engineering Limited for every 1 share of KPIT

• After the demerger, the now promoters of KPIT Engineering (erstwhile promoters 
of KPIT) would buy the shares of Birlasoft

Contours of the Deal

Post-Transaction Structure: New ‘Birlasoft’ & ‘KPIT Technologies’

• The new ‘Birlasoft’ will be a USD 500 million Digital Business IT Services company 
that will combine the IT Services business of KPIT with the current Birlasoft and will 
be led by Anjan Lahiri as the CEO and MD

• The new KPIT Technologies will be a USD 200+ million focused Engineering 
Services company that will be created by tapping into the current Engineering 
business of KPIT and will be led by Kishor Patil as the CEO and MD

Spark fact file

Investment Banking

USD 5.6 Bn
Total transaction 
value till date

USD 3.8 Bn
Capital raised till 
date

USD 1.8 Bn 
M&A transaction 
value till date

300+ 
Number of fund 
relationships 
globally

USD 700 Mn
Average annual 
deal closure value 
for the last 3 years

11
No. of transactions 
> USD 100 Mn

~USD 1.2 Bn
Current value of 
transactions being 
executed

Technology

~USD 1.8 Bn
Total transaction 
value till date

• Advent of mid cap consolidation in IT Services in India with coming together of
Birlasoft and KPIT to create a USD 700+ Mn combined entity that will later
demerge into two separate companies, focused on ‘Digital Business IT Services’
(Birlasoft) and ‘Automotive Engineering and Mobility Solutions’ (the new KPIT
Technologies)

• Value creation through splitting of companies into two different sub segments: IT
Services and Engineering Services. Engineering Services has better growth and
earnings profile, thereby garnering a higher valuation multiple

Key Highlights
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EXPERT SPEAK

1. How has demonetization impacted
Eko’s growth?

Just like other businesses and sectors,
we also witnessed some immediate
impact of demonetization. We were
processing INR 500 crore/month until
October 2016 (pre-demonetization), but
the succeeding month of demonetization
(December 2016) saw a short-term
disruption in transactions to the tune of
INR 250 crore. But the post
demonetization period, wherein over
95% cash came back, allowed us to
process over INR 1,200 crore or roughly
USD 180 Mn by December 2017. In fact,
our monthly throughput more than
quadrupled in that one year.

2. With increasing digitization, it’s still
generally said that ‘cash is king’. Why do
you think cash has come back in a big way
in the economy?

The existence of a large informal sector
and multiple supply chains has been one
of the most important factors in this
dominance of a cash-based economy in

EMERGING PAYMENT INSTRUMENT COMPANY

India. Typically, two supply chains are
predominant in our country.

First, employer to employee supply
chain, where an employee either spends
money for purchase or, in case of an
urban migrant, sends money back home.
Informal jobs employ close to 90% of all
Indians, who get their wages or salaries
in cash. This happens because there are
multiple layers of subcontracting
through which people get employment
and this tiered structure makes it
difficult for them to get paid
electronically in their bank accounts. As
per the data, over 120 million
households in India have migrated, and
the number is growing every year by
10%. Additionally, 96% of retail
transactions still take place in cash; the
remaining 4% is the part of the pie that
Paytm, MobiKwik, PhonePe are aiming
to dominate.

Second, retailers to distributors,
wholesalers supply chain. While the
wholesalers or the big distributors, who
practically cover the entire city or town,
pay the company through cheque/draft
or electronically, the chain below runs

INSIGHTS FROM AN INDUSTRY EXPERT

We interviewed Abhishek Sinha and Abhinav Sinha, the founders of Eko India
Financial Services Pvt. Ltd., one of India’s leading payments instrument platforms
serving the cash-earning segment – primarily people earning between INR 10,000-
50,000 per month in cash. Eko is currently focused on domestic remittances and is
foraying into credit.

Abhinav Sinha
Founder

Abhishek Sinha
Founder

Full Service,
Mid-Market I-Bank

▪ Investment Banking
(VC, PE, M&A, IPO, 
QIP, PIPE)

▪ Institutional Equities

▪ Fixed Income 
solutions

▪ Investment Advisory

Knowledge Banking

▪ Dedicated sector 
teams with deep 
domain expertise

▪ Ability to bring new 
ideas to the market

– Manappuram
(2007)

– iD Fresh Food 
(2014)

– AasaanJobs (2015)

– Unbxd (2016) 

Relationship Banking

▪ Over 24 clients for 
whom we have closed 
multiple transactions

▪ Consummated
~USD 1.5 Bn of 
transaction value in 
repeat business 

Deep Distribution

▪ Extensive reach to 
over 300 funds across

– Private Equity

– Hedge Funds

– Family Offices

– Sovereign Funds

– Corporates
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EXPERT SPEAK

mostly on cash. Cash is by default in
their ecosystem, and all the alternative
forms will need a certain maturity in the
underlying infrastructure before any
external force can change this inertia.

3. Considering all the factors, how do you
think cash to digital conversion will evolve
going forward in our cash-dominant
economy?

Carrying money around is not only
expensive but highly risky. But with
decades of a head start, it still is the
most popular incumbent competition to
digital money. In order to proceed
towards digitization, we'll have to
recognize various bottlenecks of the two
predominant supply chains of cash
[mentioned above] and address them
systematically. Also, the timing is critical.
For now, P2P transfers or sending
money back home has caught the
imagination of the end customer as they
see the value proposition of converting
cash to digital. In fact, multiple pieces of
research by CGAP, Gates Foundation
and others have shown that the
adoption of digital money is directly
proportional to the availability of cash-
in/cash-out points like ATMs in that
location. The research says it’s because
of the convenience of fungibility
between cash and digital that gives the
confidence to people to maintain their
money in digital and this leads to
adoption.

Hence, it is critical to recognize that the
penultimate step towards adoption of
digital money is to make it efficient and
fast to move cash. The more efficient
and faster it will be to move cash, the
more cash will be converted to digital.
Eventually, the levels of speed and
efficiency will ensure that cash
disappears and largely remains digital.

Having said that, we believe now is the
great time to unleash this new
opportunity, thanks to the government
efforts and initiatives towards
digitization. Practically, everyone has a
bank account under the PMJDY scheme.
Infrastructure like Aadhaar will
significantly bring down the cost of
sourcing and be servicing low &
moderate-income customer by removing

expensive people and paper from the
process. Further, NPCI through its
various financial switches including
IMPS, UPI, AEPS is helping bring down
the cost of transactions. Open access to
these public infrastructures will fuel
innovations and help create the best
user experience for the relevant use
cases.

4. How long do you think the process of
converting cash to digital take?

We have embarked on this process and
are moving in the right direction, but one
needs to understand that cash is a
critical part of any economy, not just in
India. Cash will continue to play a key
role in our economy as well, but as per
some estimations, digital form of
payments will start overtaking cash in
India by 2025.

5. How does Eko plan to leverage this
opportunity?

We have a tremendous market
opportunity to chase, and we are
continually innovating to leverage the
opportunity in the best way possible.
We are adding close to 5,000 merchants
every month on our own and through
our API network. We have also rolled
out our credit business for enabling
credit to our merchant/customer
network. We provide transaction data to
lending partners allowing them to offer
credit. We have started generating leads
and managing collections for our partner
firms with plans to eventually operate
across the entire value chain, including
customer sourcing, credit decisions and
managing lenders’ book.

We want to be a leading payment
instrument company with over 2.5 lakh
merchants through own network and
over 1,000 API partners. We plan to
process transactions worth USD 1.5 Bn
monthly across our divisions within the
next five years.

Select Technology 
Transactions

Exclusive Advisor 

To

Rights Issue

USD 31 Mn

September 2017

Exclusive Advisor 

To

51% Acquisition 

of

~USD 24 Mn

November 2017

Exclusive Advisor 

To

Majority Stake Acquisition

By

Undisclosed

December 2017

Exclusive Advisor 

To

Private Equity Fund Raise

From

USD 10 Mn

August 2016
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LATEST NEWS AND ANNOUNCEMENTS

Fast speed (net)surfing 
ahead!

India plans to roll out 5G services for consumers by
2020. The industry — reeling under debt of more
than INR 7 lakh crore mainly due to cut-throat
competition triggered by the entry of Reliance Jio
Infocomm — has urged the government to go slow on
5G spectrum auction, but clearly Airtel wants to be
fully prepared for the new technology.

Telecom

AIRTEL, HUAWEI 
CONDUCT INDIA’S 
FIRST 5G TRIAL

says a report by IAMAI
and Kantar IMRB

The number of Internet users stood at 481 million in
December 2017, an increase of 11.34% over
December 2016.

Urban India with an estimated population of 455
million already has 295 million using the internet.
Rural India, with an estimated population of 918
million as per 2011 census, has only 186 million
internet users leaving out potential 732 million users
in rural India.

Internet

INTERNET USERS IN 
INDIA EXPECTED 
TO REACH 500 MN 
BY JUNE 2018

Source: News articles 

INDIA-FRANCE TO 
COLLABORATE IN 
SPACE TECH

…a part of the Joint 
Vision for Space Co-op

ISRO and CNES will collaborate on the use of satellite
technology for addressing global challenges
like Climate Change through joint missions — Megha-
Tropiques and Saral-Altika, the ongoing studies of the
Trishna satellite for land Infrared monitoring and the
Oceansat3-Argos mission.

Megha-Tropiques is an Indo-French Joint Satellite
Mission for studying the water cycle and energy
exchanges in the tropics. The SARAL mission results
from the common interest of both CNES and ISRO in
studying ocean from space using altimetry system and
in promoting maximum use of the ARGOS Data
Collecting System.

Space Tech

GOVT SETS UP 
FINTECH PANEL TO 
MAKE REGULATIONS 
MORE FLEXIBLE

Moving ahead in organizing
fintech

The finance ministry has set up an eight-member
committee to consider various issues related to
fintech for making regulations more flexible and
promoting financial inclusion.

The finance ministry said in a statement, “The panel
headed by the Economic Affairs Secretary will also
suggest ways to enhance entrepreneurship in the
fintech space, where India has distinctive comparative
strengths vis-a-vis other emerging economies.”

FinTech

Slightly higher than 7-8% 
expected in current fiscal

Tech Services

NASSCOM SEES 
GROWTH OF 7-9% 
IN IT INDUSTRY 
NEXT FISCAL

R Chandrashekhar, President of NASSCOM said, “The
domestic revenue may grow at a slightly higher pitch
of 10-12 per cent while exports, the mainstay, may
lag in FY19.” According to NASSCOM, exports are
projected to touch USD 137 billion in FY19, up from
USD 126 billion in FY18.

On the hiring front, there is unlikely to be any
significant uptick as the sector is likely to absorb
around 1 lakh people in FY19.

Select Technology 
Transactions

Exclusive Advisor 

To

Private Equity Fund Raise

From

Undisclosed

March 2016

Exclusive Advisor 

To

Private Equity Fund Raise

From

Undisclosed

December 2015

Joint Advisor 

To

Majority Stake Acquisition

By

USD 270 Mn

November 2015

Exclusive Advisor 

To

Private Equity Fund Raise

From

USD 346 Mn

November 2014



9Mar 2018 – Spark Technology Newsletter

SOFTWARE MARKET SNAPSHOT

1 year 3 years*

Diversified 31% 22%

Infrastructure 49% 26%

Security 25% 14%

SaaS 60% 31%

BI & Analytics 39% 11%

Vertical 37% 17%

NASDAQ 29% 16%

EV/Revenue CY18E EV/EBITDA CY18E

Revenue Growth % 

(CY18E/CY17)
EBITDA Margin CY18E

Trading ComparablesC

Diversified

Infrastructure

Security

SaaS

BI & Analytics

Vertical

Diversified

Infrastructure

Security

SaaS

BI & Analytics

Vertical

% ReturnsB

Stock Price PerformanceA

Source: Bloomberg as on 28th Feb 2018, All companies calendarised to December year end. 
Multiples represent median of companies in sub-sector. List of companies included in 
sub-sector detailed in annexure. 
Stock price performance within each sub sector has been weighted for market cap 
* Annualized return

 80
 100
 120
 140
 160
 180
 200
 220
 240

Diversified Infrastructure Security SaaS

BI & Analytics Vertical NASDAQ

5.1 x

2.3 x

5.6 x

3.8 x

4.5 x

4.9 x

17.9 x

15.8 x

29.4 x

16.3 x

13.3 x

11.2 x

25%

18%

16%

19%

29%

43%

14%

13%

18%

11%

9%

8%

Select Technology 
Transactions

Exclusive Advisor 

To

Leveraged Buyout

By

USD 270 Mn

June 2013

Exclusive Advisor 

To

Majority Stake Acquisition

In

USD 182 Mn

March 2013

Exclusive Advisor 

To

Select Institutional Buyers

Secondary Block Deal

USD 38 Mn

July 2012

Exclusive Advisor 

To

Acquisition

Of

USD 19 Mn

April 2011
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SOFTWARE MARKET SNAPSHOT

ACQUIRER TARGET DESCRIPTION
TV

(USD Mn)
EV/
Rev

Global

Developer of a database 
platform designed to organize 
oncology information

1,900 NA

Provider of communication 
software and services

1,900 4.2x

Provider of online security 
products and services

1,600 4.0x

Developer of advanced video 
surveillance and analytics 
technology products

1,000 2.5x

Developer of a cloud-based 
construction program 
management software

500 8.0x

Provider of an online security 
awareness software

400 4.0x

Provider of cloud-based phone 
systems and unified 
communications services

357 NA

Provider of a security 
automation and orchestration 
platform 

350 NA

Provider of global trade 
management software

300 3.8x

India

Provider of travel technology 
software solutions

NA NA

Global (excl. India): 24 deals, ~USD 9.2 Bn
India: 1 deal, NA

Select Financing TransactionsB

INVESTOR TARGET DESCRIPTION
TV

(USD Mn)
EV/
Rev

Global

Provider of data management 
services

125 NA

Provider of a cloud-based 
Quote-to-Cash (QTC) software 
services

75 NA

India

*
Provider of enterprise contract 
management platform in cloud

40 NA

Provider of CRM solutions 20 NA

Global (excl. India): 7 deals, ~USD 340 Mn
India: 11 deals, ~USD 78 Mn (across 6 deals)

Select M&A TransactionsA

Source: VentureIntelligence, PitchBook
TV – Transaction Value; TV rounded-off; Multiples rounded-off to one decimal;
Global deals (excl. India) under consideration have TV >USD 10 Mn
* Includes other investors

Select Technology 
Transactions

Exclusive Advisor 

To

Majority Stake Acquisition

In

USD 44 Mn

May 2010

Exclusive Advisor 

To

Sale of Blue Alley

To

USD 14 Mn

October 2009

Exclusive Advisor 

To

Majority Stake Acquisition

In

USD 11 Mn

October 2009

Exclusive Advisor 

To

Majority Stake Acquisition

In

USD 10 Mn

October 2008
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TECH SERVICES MARKET SNAPSHOT

1 year 3 years*

Consulting 18% 13%

HR Services 15% 11%

Large Cap IT 15% 10%

Mid Cap IT 63% 19%

Healthcare IT 31% 8%

Diversified BPO 22% 10%

CRM BPO 22% 20%

NASDAQ 29% 16%

NIFTY IT 23% -1%

PE CY18E EV/EBITDA CY18E

Revenue Growth % 

(CY18E/CY17)
EBITDA Margin CY18E

Trading ComparablesC

Consulting

HR Services

Large Cap IT

Mid Cap IT

Healthcare IT

Diversified BPO

CRM BPO

Consulting

HR Services

Large Cap IT

Mid Cap IT

Healthcare IT

Diversified BPO

CRM BPO

% ReturnsB

Stock Price PerformanceA

Source: Bloomberg as on 28th Feb 2018, All companies calendarised to December year end. 
Multiples represent median of companies in sub-sector. List of companies included in 
sub-sector detailed in annexure. 
Stock price performance within each sub sector has been weighted for market cap 
* Annualized return

 80

 100

 120

 140

 160

 180

 200

Consulting HR Services Large Cap IT

Mid Cap IT Healthcare IT Diversified BPO

CRM BPO NASDAQ NIFTY IT

8.0 x

10.6 x

13.7 x

11.4 x

9.2 x

12.0 x

9.8 x

11%

17%

27%

17%

22%

22%

12%

12.7 x

16.3 x

30.8 x

17.1 x

13.4 x

20.3 x

15.3 x

6%

8%

10%

13%

7%

9%

6%

Select Technology 
Transactions

Exclusive Advisor 

To

QIP

USD 18 Mn

August 2008

Exclusive Advisor 

To

Minority Stake Acquisition

By

USD 9 Mn

December 2007

Exclusive Advisor 

To

Majority Stake Sale

To

USD 64 Mn

April 2007

Advisor 

To

IPO

Book Running Lead Manager

USD 9 Mn

April 2005
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TECH SERVICES MARKET SNAPSHOT

Global (excl. India): 14 deals, ~USD 10.5 Bn
India: 3 deals, ~USD 40 Mn

Note: No financing deal activity in Tech Services

Select M&A TransactionsA

Source: VentureIntelligence, PitchBook
TV – Transaction Value; TV rounded-off; Multiples rounded-off to one decimal;
Global deals (excl. India) under consideration have TV >USD 10 Mn
* Includes other investors

ACQUIRER TARGET DESCRIPTION
TV

(USD Mn)
EV/

EBITDA

Global
Provider of technology consulting 
services

6,800 11.2x

Provider of data centers, 
personalized service, and customer 
support

800 NA

Provider of cloud based security 
and fraud prevention services

799 NA

Provider of integrated software 
outsourcing services

654 NA

Provider of customer engagement 
services

495 NA

Provider of revenue cycle mgmt, 
practice management and data 
analytics services

460 9.6x

Provider of information 
technology consulting and 
software services

163 NA

Provider of next-generation 
intelligent energy analytics 
services

100 NA

India

Provider of software development 
and consulting services

40 NA

Provider of enterprise mobility and 

mobile System integration
NA NA

Select Non-Tech 
Transactions

Advisor 

To

Private Equity Fund Raise

From

~USD 15 Mn

November 2017

Advisor 

To

IPO

~USD 74 Mn

October 2017

Exclusive Advisor 

To

Private Equity Fund Raise

From

~USD 52 Mn

July 2017

Advisor 

To

Private Equity Fund Raise

From

~USD 32 Mn

December 2017
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INTERNET MARKET SNAPSHOT

1 year 3 years*

Online Advertising 39% 28%

Internet Content 48% 24%

Internet Commerce 82% 48%

Gaming 84% 48%

Social Media & News Platform 36% 29%

NASDAQ 29% 16%

Revenue Growth % 

(CY18E/CY17)
EBITDA Margin CY18E

Trading ComparablesC

Search/Online 
Advertising

Internet 
Content

Internet 
Commerce

Gaming

Social Media & 
News Platform

% ReturnsB

Stock Price PerformanceA

EV/Revenue CY18E EV/EBITDA CY18E

Search/Online 
Advertising

Internet 
Content

Internet 
Commerce

Gaming

Social Media & 
News Platform

Source: Bloomberg as on 28th Feb 2018, All companies calendarised to December year end. 
Multiples represent median of companies in sub-sector. List of companies included in 
sub-sector detailed in annexure. 
Stock price performance within each sub sector has been weighted for market cap 
* Annualized return

 80

 130

 180

 230

 280

 330

 380

Search / Online Advertising Internet Content

Internet Commerce Gaming

Social Media & New Platform NASDAQ

5.5 x

2.7 x

3.4 x

2.5 x

4.6 x

16.2 x

11.3 x

15.6 x

10.9 x

12.1 x

29%

29%

20%

25%

31%

16%

10%

15%

12%

17%

Select Non-Tech 
Transactions

Exclusive Advisor 

To

Private Equity Fund Raise

From

USD 100 Mn

March 2017

Exclusive Advisor 

To

Private Equity Fund Raise

From

USD 32 Mn

March 2017

Advisor 

To

IPO

~USD 183 Mn

January 2017

Exclusive Advisor 

To

Private Equity Fund Raise

From

USD 64 Mn

November 2016
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INTERNET MARKET SNAPSHOT

Select Financing TransactionsB

Global (excl. India): 5 deals, ~USD 706 Mn
India: 21 deals, ~USD 586 Mn (across 20 deals)

ACQUIRER TARGET DESCRIPTION
TV

(USD Mn)
EV/
Rev

Global

Operator of an online 
shopping platform

700 NA

(Tantan)
Developer of a social mobile 
dating application

601 NA

Provider of premium content 
services designed to connect 
content owners and video 
providers

224 NA

(Dealerinspire)

Developer of an online 
platform designed to bridge 
the gap between consumers 
and automotive dealers

165 4.0x

Provider of digital content and 
professional development for 
K-12 classrooms

120 NA

India

Developer of a mobile 
networking app to connect 
doctors with each other

11 NA

Global (excl. India): 16 deals, ~USD 2.3 Bn
India: 4 deals, ~USD 11 Mn

Select M&A TransactionsA

Source: VentureIntelligence, PitchBook
TV – Transaction Value; TV rounded-off; Multiples rounded-off to one decimal;
Global deals (excl. India) under consideration have TV >USD 10 Mn
* Includes other investors

INVESTOR TARGET DESCRIPTION
TV

(USD Mn)
EV/
Rev

Global

Provider of taxi-hailing, 
designated driver and 
navigation services in S. Korea

469 NA

*

Developer of games 
compatible with computers 
and mobile devices

131 NA

India

Online restaurant listing and 
food ordering app

200 NA

* Online multilingual music app 115 NA

* Online food delivery app 100 NA

Online B2B comm. network of 
retailers, traders, etc

50 NA

*
Online self-driving cars and 
bikes rental platform

40 NA

Select Non-Tech 
Transactions

Exclusive Advisor

To

Private Equity Fund Raise

From

USD 32 Mn

June 2016

Exclusive Advisor 

To

Majority Stake Acquisition

By

USD 28 Mn

May 2016

Exclusive Advisor 

To

Structured Capital Raise

From

USD 30 Mn

January 2016

Exclusive Advisor 

To

Select Institutional Buyers

Secondary Stake Acquisition

In

USD 403 Mn

Sep 2015 Onwards
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FINTECH MARKET SNAPSHOT

1 year 3 years*

Payments 24% 14%

Banking & Lending Tech 27% 19%

Information Processors / Credit Bureaus 4% 10%

Investment Services, Software and Tech 41% 21%

Financial Data, Content, & Analytics 29% 17%

Insurance & Banking Tech 32% 18%

NASDAQ 29% 16%

EV/Revenue CY18E EV/EBITDA CY18E

Revenue Growth % 

(CY18E/CY17)
EBITDA Margin CY18E

Trading ComparablesC

Payments

Banking & Lending Tech

Information Processors / 
Credit Bureaus

Investment Services, 
Software and Tech

Financial Data, Content, 
& Analytics

Insurance & Banking 
Tech

% ReturnsB

Stock Price PerformanceA

Payments

Banking & Lending Tech

Information Processors / 
Credit Bureaus

Investment Services, 
Software and Tech

Financial Data, Content, 
& Analytics

Insurance & Banking 
Tech

Source: Bloomberg as on 28th Feb 2018, All companies calendarised to December year end. 
Multiples represent median of companies in sub-sector. List of companies included in 
sub-sector detailed in annexure. 
Stock price performance within each sub sector has been weighted for market cap 
* Annualized return

 80

 130

 180

 230

Payments Banking & Lending Technology

Information Processors / Credit Bureaus Investment Services, Software and Technology

Financial Data, Content, & Analytics Insurance & Banking Tech

NASDAQ

5.9 x

6.6 x

3.2 x

4.0 x

5.1 x

4.0 x

16.5 x

14.7 x

14.0 x

11.7 x

15.5 x

11.0 x

21%

45%

28%

33%

30%

31%

10%

6%

7%

6%

9%

9%

Select Non-Tech 
Transactions

Exclusive Advisor

To

Private Equity Fund Raise

From

USD 43 Mn

May 2015

Exclusive Advisor 

To

Structured Capital Raise

From

USD 60 Mn

April 2015

Exclusive Advisor

To

Minority Stake Acquisition

In

USD 20 Mn

January 2015

Exclusive Advisor 

To

Private Equity Fund Raise

From

USD 68 Mn

May & Nov 2014
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FINTECH MARKET SNAPSHOT

Select Financing TransactionsB

INVESTOR TARGET DESCRIPTION
TV

(USD Mn)
EV/
Rev

Global

*
Provider of online payment 
solutions

71 NA

Undisclosed

Provider of financial 
investment services intended 
to accelerate the development 
and application of blockchain 
technologies

11 NA

India

* Online platform for SME loans 87 NA

*
Provider of ATM and 
associated services

5 NA

*
Provider of online personal 
loans

1 NA

Global (excl. India): 2 deals, ~USD 22 Mn
India: 4 deals, ~USD 94 Mn

Global (excl. India): 14 deals, ~USD 4.1 Bn
India: 1 deal, NA

Select M&A TransactionsA

Source: VentureIntelligence, PitchBook
TV – Transaction Value; TV rounded-off; Multiples rounded-off to one decimal;
Global deals (excl. India) under consideration have TV >USD 10 Mn
* Includes other investors

ACQUIRER TARGET DESCRIPTION
TV

(USD Mn)
EV/
Rev

Global

Provider of information 
technology services

1.970 4.1x

Developer of trading, treasury 
and risk management 
software

1,000 NA

Provider of a cryptocurrency 
exchange platform

400 NA

Provider of a web-based 
transaction management 
system

195 33.3x

Provider of financial 
information and data

181 NA

(Mobile
Payment
platform)

Provider of a digital payment 
application

83 NA

Provider of a quantum-safe 
crypto services

65 NA

India

Provider of online payments 
services

NA NA

Select Non-Tech 
Transactions

Exclusive Advisor

To

QIP

USD 42 Mn

August 2014

Exclusive Advisor

To

QIP

USD 65 Mn

August 2014

Exclusive Advisor

To

QIP

USD 83 Mn

July 2014

Advisor

To

QIP

USD 100 Mn

June 2014
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FROM OUR EQUITIES DESK

Key snippets from some interesting notes by Spark’s Equities Team 
Institutional Equities 

Highlights

198
Stocks under 
coverage

USD 1.2 Tn
Total market cap of 
stocks under 
coverage

INR 260 Bn 
Total cash market 
volume in H1FY18

350+
Number of fund 
relationships 
globally

“Go-to” broker 
for stocks in the 
mid-market space

Technology

24
Stocks under 
coverage

~USD 190 Bn
Total market cap 
of Stocks under 
coverage

5th position in 2017 
All India research 

team

One Year Outlook

We upgrade our rating to BUY from ADD earlier, post a better than expected margin 
performance (+84bps qoq) and deal wins in Q3, as we increase our earnings 
estimates led by lower effective tax rate assumption of ~18% for FY19E and FY20E 
compared to ~20% earlier.

The growth in the top client (Sky) has sustained ( up 2% qoq), while the quarter has 
witnessed a large deal win in Customer management business with deal TCV of 
$75mn executable over the next 5 years and hence would contribute to $15mn 
every year from FY19. The Healthcare business too added a new deal with an 
existing client, wherein, the annual revenue run rate is expected to increase from 
$2-2.5mn currently to $7-7.5mn thereby adding ~$15mn incremental revenues over 
the next 3 years.

We expect the healthcare business (payer side) to face headwinds due to changes to 
the Obamacare structure, as the individual mandate is likely to be repealed resulting 
in drop in enrolments, while the provider side is expected to witness strong growth 
in FY19E. With strong deal wins, the revenue momentum is likely to sustain and we 
expect overall revenues to grow by 8% yoy each in FY19E and FY20E.

The margin profile of ISGN has been steadily improving with muted losses in 
Q1FY18 to profits in Q2FY18 to further better margins in Q3FY18 and thus provide 
margin tailwinds to the company along with the margin accretion of ~25-30bps due 
to shutdown of domestic business. We expect overall margins to improve by 40bps 
and 30bps during FY19E and FY20E respectively.

We lower our tax rate assumptions to 18% for FY19/20E from 20% earlier driven by 
guidance of management post changes to U.S. corporate tax laws, resulting in an 
increase in our earnings estimates by ~9% for FY19/20E.

We value Firstsource using 10x P/E multiple based on our Mar-20 EPS and arrive at 
the target price of Rs. 54.

Spark upgrades rating of FirstSource to BUY (TP: INR 54)1

Source: SPARK Research

Hopeful, but with caution2

3QFY18 IT / Education / Internet / Flexi Staffing – A Recap

In 3QFY18, across our IT coverage universe, the US$ revenue growth for most of
our IT stock portfolio was broadly in line with our estimates but the highlight for the
quarter was the resilient and strong margin performance led by better cost control
and improvement in operating metrics, for example utilization rates, in spite of
headwinds related to lower billing days vs. pay days. Indian IT industry is expected
to report CC revenue growth of 7% (reported currency growth 7.8%) for FY18 and
FY19 could be marginally better with growth rate of 8%, although data suggest we
remain cautious.

The quarter also witnessed strong revenue growth from Quess Corp (~22% yoy) and
Info Edge (~22% yoy) amongst our coverage. Our picks in the order of preference
are TechM and Infosys amongst the Tier-I companies, L&T Infotech, Cyient and
Intellect Design amongst Tier-II companies, while we have upgraded KPIT to BUY
from SELL earlier following deal with Birlasoft.
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ANNEXURE

Diversified

Alphabet Inc

Microsoft Corp

Oracle Corp

IBM

SAP SE

Infrastructure

VMware Inc

Red Hat Inc

ServiceNow Inc

CA Inc

Citrix Systems Inc

F5 Networks Inc

Splunk Inc

Atlassian Corp PLC

Micro Focus

LogMeIn Inc

NetScout Systems Inc

Software AG

Nutanix Inc

CommVault Systems Inc

Pure Storage Inc

New Relic Inc

Progress Software Corp

A10 Networks Inc

Security

Symantec Corp

Check Point Software

Palo Alto Networks Inc

Splunk Inc

Fortinet Inc

Trend Micro Inc/Japan

Proofpoint Inc

FireEye Inc

CyberArk Software Ltd

Imperva Inc

Qualys Inc

Barracuda Networks Inc

Mimecast Ltd

SecureWorks Corp

Rapid7 Inc

F-Secure OYJ

VASCO Data Security

MobileIron Inc

Zix Corp

Absolute Software Corp

Guidance Software Inc

Quick Heal Technologies 
Ltd

SaaS

Salesforce.com Inc

Workday Inc

ServiceNow Inc

Veeva Systems Inc

Ultimate Software Group

Shopify Inc

LogMeIn Inc

Aspen Technology Inc

j2 Global Inc

Blackbaud Inc

Paycom Software Inc

RealPage Inc

Zendesk Inc

Cornerstone OnDemand 
Inc

HubSpot Inc

Box Inc

RingCentral Inc

New Relic Inc

Paylocity Holding Corp

2U Inc

Coupa Software Inc

Qualys Inc

Callidus Software Inc

Mimecast Ltd

SPS Commerce Inc

Five9 Inc

Benefitfocus Inc

Instructure Inc

Workiva Inc

Carbonite Inc

Apptio Inc

LivePerson Inc

Castlight Health Inc

Bazaarvoice Inc

Brightcove Inc

ChannelAdvisor Corp

Amber Road Inc

Marin Software Inc

BI & Analytics

Splunk Inc

Teradata Corp

Fair Isaac Corp

Tableau Software Inc

Verint Systems Inc

MicroStrategy Inc

Hortonworks Inc

Gridsum Holding Inc

Attunity Ltd

Datawatch Corp

Vertical

Cerner Corp

Constellation Software

SS&C Technologies

Veeva Systems Inc

athenahealth Inc

Guidewire Software Inc

Blackbaud Inc

CoreLogic Inc

Ellie Mae Inc

Medidata Solutions Inc

RealPage Inc

Allscripts Healthcare 
Solutions

Inovalon Holdings Inc

Appfolio Inc

HealthStream Inc

Instructure Inc

Itron Networked Solutions 
Inc

Castlight Health Inc

Software Tech Services

Consulting

FTI Consulting Inc

Exponent Inc

Navigant Consulting Inc

Huron Consulting Group 
Inc

ICF International Inc

CBIZ Inc

Hackett Group Inc/The

Resources Connection Inc

GP Strategies Corp

CRA International Inc

Franklin Covey Co

HR Services

Automatic Data Processing 
Inc

Paychex Inc

TriNet Group Inc

Insperity Inc

Barrett Business Services 
Inc

Large Cap IT

IBM

Accenture PLC

Tata Consultancy Services 
Ltd

Cognizant Technology 
Solutions

Infosys Ltd

HCL Technologies Ltd

Wipro Ltd

Cap Gemini SA

CGI Group Inc

Nippon Telegraph & 
Telephone

Atos SE

Nomura Holdings Inc

Tech Mahindra Ltd

Mid Cap IT

EPAM Systems Inc

Luxoft Holding Inc

Mphasis Ltd

Syntel Inc

Globant SA

Mindtree Ltd

Virtusa Corp

Hexaware Technologies 
Ltd

Persistent Systems Ltd

Perficient Inc

Cyient Ltd

Larsen & Toubro Infotech 
Ltd

L&T Technology Services 
Ltd

KPIT Technologies Ltd

Rolta India Ltd

HCIT

Quintiles IMS Holdings 
Inc

athenahealth Inc

Cerner Corp

Medidata Solutions Inc

Veeva Systems Inc

Inovalon Holdings Inc

Diversified BPO

Genpact Ltd

ExlService Holdings Inc

Capita PLC

Conduent Inc

WNS Holdings Ltd

CRM BPO

Teleperformance

SYNNEX Corp

Convergys Corp

TTEC Holdings Inc

Sykes Enterprises Inc

Transcosmos Inc

Relia Inc

Atento SA

Hinduja Global Solutions 
Ltd

Firstsource Solutions Ltd

LIST OF COMPANIES



19Mar 2018 – Spark Technology Newsletter

ANNEXURE

Internet FinTech

LIST OF COMPANIES

Search / Online Advertising

Alphabet Inc

Microsoft Corp

Yandex NV

Criteo SA

Trade Desk Inc/The

Rubicon Project Inc/The

Rhythmone PLC

QuinStreet Inc

YuMe Inc

Marchex Inc

Tremor Video Inc

Marin Software Inc

MaxPoint Interactive Inc

Internet Content

Zillow Group Inc

IAC/InterActiveCorp

TEGNA Inc

GoDaddy Inc

Shutterfly Inc

comScore Inc

Bankrate Inc

Renren Inc

XO Group Inc

Care.com Inc

TechTarget Inc

DR Horton Inc

eHealth Inc

Internet Commerce

Amazon.com Inc

Alibaba Group Holding Ltd

Priceline Group Inc/The

Netflix Inc

eBay Inc

Expedia Inc

Liberty Interactive Corp QVC 
Group

Copart Inc

GrubHub Inc

Trivago NV

Cimpress NV

Stamps.com Inc

Shutterstock Inc

Etsy Inc

Quotient Technology Inc

1-800-Flowers.com Inc

Overstock.com Inc

ANGI Homeservices Inc

Travelzoo

CafePress Inc

Gaming

Tencent Holdings Ltd

NetEase Inc

Activision Blizzard Inc

Electronic Arts Inc

NAVER Corp

NCSoft Corp

Ubisoft Entertainment SA

DeNA Co Ltd

Zynga Inc

GungHo Online Entertainment Inc

Changyou.com Ltd

Gree Inc

Glu Mobile Inc

Social Media & New Platform

Facebook Inc

Snap Inc

Twitter Inc

LINE Corp

Pandora Media Inc

Yelp Inc

Payments

Visa Inc

Mastercard Inc

American Express Co

PayPal Holdings Inc

Discover Financial Services

Cielo SA

First Data Corp

Worldpay Inc

Global Payments Inc

Total System Services Inc

Worldpay Group Ltd

Wirecard AG

Square Inc

GMO Payment Gateway Inc

EVERTEC Inc

SafeCharge

Western Union Co/The

Euronet Worldwide Inc

FleetCor Technologies Inc

Alliance Data Systems Corp

Edenred

WEX Inc

Blackhawk Network

Green Dot Corp

Net 1 UEPS Technologies Inc

Cardtronics PLC

Everi Holdings Inc

NCR Corp

Ingenico Group SA

VeriFone Systems Inc

PAR Technology Corp

Banking and Lending Technology

Intuit Inc

Fidelity National IS

Fiserv Inc

Jack Henry & Associates Inc

Temenos Group AG

Ellie Mae Inc

ACI Worldwide Inc

LendingClub Corp

Q2 Holdings Inc

Bottomline Technologies

On Deck Capital Inc

Information Processors / Credit 
Bureaus

Experian PLC

Equifax Inc

Fair Isaac Corp

Acxiom Corp

Investment Services, Software 
and Technology

SEI Investments Co

Broadridge Financial Solutions Inc

SS&C Technologies Holdings Inc

DST Systems Inc

Financial Engines Inc

Envestnet Inc

Financial Data, Content, & 
Analytics

S&P Global Inc

Thomson Reuters Corp

Moody's Corp

IHS Markit Ltd

Verisk Analytics Inc

MSCI Inc

FactSet Research Systems Inc

Dun & Bradstreet Corp/The

Morningstar Inc

Insurance/Banking Technology

Verisk Analytics Inc

Guidewire Software Inc

Ebix Inc

Crawford & Co

Intellect Design Arena Ltd

Symbility Solutions Inc
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▪ Information provided in this document with respect to the industry have been compiled from publicly available
sources, including official publications and research reports, and is given as general information and has not been
independently verified by Spark Capital Advisors (India) Pvt. Ltd. (“Spark Capital”). Spark Capital has not carried out
any independent verification of any information contained herein (including statements of opinion and expectation).
Accordingly, Recipients should not place undue reliance on such information. The delivery of this document does not
constitute a representation that the information given in this document is correct whether at the date hereof or any
time subsequent to the date hereof. Spark Capital makes no representation or warranty with respect to the accuracy
or completeness of any information or idea contained in this document, nor does Spark Capital undertake any
obligation to update this document.

▪ This document does not purport to contain all the information that the Recipient may require. This document is
being provided to give a general overview on the industry. Please note that all forward looking statements contained
in this document have been sourced from multiple databases. No representations are being made about the
correctness or achievability of these statements or their underlying assumptions.

▪ This document has been prepared solely for the purpose of providing information related to the Technology sector
and is not to be reproduced or used for any other purpose.

▪ Neither Spark Capital nor the Promoters nor any of their respective affiliates, directors, officers, employees,
shareholders, agents, representatives and advisors of Spark Capital shall have any liability for any loss or damage
(direct or indirect) suffered by Recipients on account of their reliance on any representations (express or implied)
contained in, or any omissions from this document or any information transmitted orally, in writing, electronically or
in any other form to the Recipients.

▪ All enquiries relating to this document should be directed to Spark Capital personnel mentioned in this document.

DISCLAIMER
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