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Flipkart finds gold in Jabong

Myntra purchased Jabong only 4 months ago; hopes to make it profitable by the end of 2017
ANITA BABU
& ALNOOR PEERMOHAMED
Bengaluru, 13 November

R

ocket Internet’s $70-million fire sale (the term
for doing so at an
extremely discounted price,
usually under some compulsion) of Jabong has turned out
to be a great deal for Flipkart.
The online giant has managed to turn around the fashion portal in four months, scoring a mark over rival Amazon.
It has even surprised
Myntra’s chief executive,
Ananth Narayanan, who also
heads Jabong. He’d earlier
found the customer overlap
betweenthetwobrands,Myntra
and Jabong, was no more than
30 per cent. At the time of acquisition, Flipkart’s management
had estimated this number to
be 50-60 per cent.

TURNING FORTUNES
| In October, Jabong saw 50
per cent growth in revenue
and managed to become
unit economics-positive

took ownership in three
days, had once been in
talks to sell out to Amazon
at a value of $1.2 billion

| The loss-making company,
on a downward spiral
when Flipkart, pushed by
investor Tiger Global,
made a fell swoop and

| By any stretch, Jabong was
a steal for Flipkart and the
recent success is icing on
the cake

“Essentially, this is all extra
incremental growth. While the
fixed costs like supply chain
have not grown dramatically,
sales have grown,” said
Narayanan.
In October, Jabong saw
50 per cent growth in revenue
and managed to become unit
economics-positive. The lossmaking company, on a downward spiral when Flipkart,
pushedbyinvestorTigerGlobal,

madeafellswoopandtookownership in three days, had once
been in talks to sell out to
Amazonatavalueof$1.2billion.
By any stretch, Jabong was a
steal for Flipkart and the recent
success is icing on the cake.
“If they are saying the overlap between the customer base
of the two companies is only
30 per cent, then acquiring that
set of customers is a one-time
capital investment and they can

milk that over the lifetime of the
customer. More, fashion is a category which is margin-friendly;
so, it’s going to pay off faster
than other categories,” said
Devangshu Datta, chief executive at consulting firm Third
Eyesight.
The clean-up of Jabong has
been fairly straightforward. The
biggest cost-cutting measure
has been utilising Ekart (owned
by Flipkart) and Myntra’s in-

house logistics networks. The
company also slashed the discounts being offered by twothree percentage points and
introduced its private brands,
such as Roadster, on Jabong,
yielding higher margins.
Prior to its acquisition,
Jabongwasoneofthefirstthirdparty brands to utilise Ekart’s
service, something that might
have given Flipkart an insight
into the brand, leading to its
acquisition.
“Having two brands instead
of one will help. I think Jabong
customers are a bit more fashion-forward than the Myntra
ones,” said Narayanan. The difference between the two
brands in terms of the customers they serve is what
makes Jabong complementary to Myntra, he added.
More on business-standard.com

‘Small firms might be hit by demonetisation’
With operating profits more than double in the September quarter, Hindalo Industries is
set to churn good margins as its aluminium premiums and copper treatment and
refining charges (TC/RCs) move up. The company’s managing director, SATISH PAI, talks to
Aditi Divekar about raising ~5,000 crore to de-leverage the balance sheet and impact of
demonetisation on business. Edited excerpts:

Global copper prices have jumped in
the past three weeks. How do you see
TC/RC for 2017?

Slightly higher than 2016, by about
five per cent. Since we are 80 per cent
in long-term contracts, this should
help us. The worry is whether there
could be any downside, but it doesn’t
look likely for a couple of reasons –
supply is tight and demand is fairly
good. Another factor is that the
Chinese want good TC/RC.
Since they (Chinese) decide it, we
expect it to be higher. Mid-November
is when TC/RC will be declared for
2017.

shipments happens after November
15, by when the transport issues will
smoothen out.

SATISH PAI

Managing Director, Hindalco Industries
Has the government’s demonetisation
move affected Hindalco Industries’
business? Trade in other sectors such
as steel has taken a hit.

Majority of our raw material moves
via railways and those are not affected. Trucks carrying finished goods
were affected for the first couple of
days. But, since we work with fairly
large contractors, things have got back
on track and transportation is coming to normalcy. I do not see any disruption. More, the largest part of our

Do you see any impact of
demonetisation on the domestic
aluminium industry?

A lot of aluminium scrap that is
coming to India in huge quantities of
about 860,000 tonnes. Small aluminium players, especially the scrap
importers, might get affected as they
deal in cash trade. But, it is too early to
say anything. We need to wait and
watch.
Hindalco Industries is looking to
raise ~5,000 crore. By when do you
plan to and where will the amount
be used?

Deleveraging the company is our
main objective at present. We are

making all efforts to bring down the
Debt:Ebitda (earnings before interest, taxes, depreciation and amortisation) ratio. Secondly, we plan to
invest in downstream facilities, which
are less capital-intensive. So, the fund
usage will be a mix of the two.
Depending on the time taken for
approval and market conditions, we’ll
then decide when to raise these
funds.

How do you see aluminium
premiums for the current quarter and
for 2017?

Premiums have come down to $72 a
tonne, but seems to have bottomed out.
Q4 (fourth quarter, October-December)
could be higher, in the range of $85-90
a tonne and around the same range
next year. We don’t see much higher
side for premiums. Broadly, it will
remain in the same range.

International court rejects India’s plea for
arbitrator change in Vodafone case
PRESS TRUST OF INDIA

New Delhi, 13 November

In a setback for India, the
Hague-based International
Court of Justice (ICJ) has rejected its plea for replacing the presiding judge of the arbitration
panel looking into the
~22,100-crore retrospective tax
case of Vodafone Group.
India had sought removal
of Franklin Berman as presiding arbitrator of the threemember panel, as he was a
British national and faced a
possible conflict of interest
since Vodafone is also a UK
company. ICJ, which had orig-

inally named Berman as the
neutral and presiding judge,
rejected India’s plea, an official
privy to the development said.
Vodafone had initiated separate arbitrations under the
India-Netherlands Bilateral
Investment Treaty and the
India-UK Bilateral Investment
Treaty against the tax notice,
linked to a legislation which
gave the income tax (I-T)
department powers to raise a
retrospective demand.
While appointment of arbitrators in the dispute raised
under the India-UK treaty has
not yet taken off, the two sides
had named one arbitrator each

under the Dutch treaty. When
the arbitrators appointed by
Vodafone and the Indian government failed to reach a consensus on selection of a presiding judge of the three-member
panel, Vodafone in March
moved ICJ asking it to make the
appointment.
Vodafone, on April 17, 2014,
served a notice of arbitration
under the Dutch Bilateral
Investment Treaty, seeking resolution of the tax demand
imposed by India through a tax
law with retrospective effect to
sidestep a Supreme Court
judgement that went in the
company’s favour.

