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Baba Kalyani's
nvisl Ie Wealth

The Kalyani Group has several relatively small unlisted companies that have
huge value locked up in them. manEsH NAYAK

12 big on steel,
infrastructuna




ENTION BABA EALYANI
and the first (and in
many cases, only)
company that comes
to mind is Bharat
Forge, and for very good reasons, too.
It is his flagship, accounts for almost 50
per cent of the group’s turnover, and
is the second-largest forgings com-
pany in the world. But the Kalyani
Group also has four other listed com-
panies—Kalyani Steels, Automotive
Axles, Hikal and gF Utilies—with a
combined turnover of Rs 1,500 crore
and combined net profit of over Rs
175 crore. That's not all. The group’s
nine unlisted companies clock com-
bined sales of Rs 1,796.3 crore and
profits of Rs 143 crore (see The New
Wealth Creators). Bharar Forge remains
the fulcrum of the group’s formnes,
but it is the smaller companies that are
driving Kalyani’s ambitions in the
steel, auto ancillary and software and
BPO sectors. Says Ambareesh Baliga,
Vice President, Karvy Stockbroking:
“The group is incubating these com-
panies. Most of them will create value
once they become scalable.”
Kalyani's betting big on steel.
Kalyani Steels, a listed company,
recently acquired the Andhra Pradesh-
based sjk Steel, which manufactures
(.25 million tonne of wire rods, for Rs
24 crore. “Steel is one of our principle
businesses along with forgings and in-
frastructure, and we are targeting a
production of one million tonne of
engineering steel by 2008-09,” he

The Visible Empire

adds. Kalyani Steels apart, the group in-
cludes the unlisted Kalyani Carpenter,
a joint venture with Carpenter
Technology of the s, which manu-
factures specialty and high alloy steels
that are mainly used in the automobile
industry. The idea seems to be to
integrate backward and use these unl-
isted companies to straddle the entire
value chain. “We plan to move into
high value steel and are also increasing
the capacity of Kalyani Carpenter to
240,000 tonne,” says Kalyani.

Logically, there can be a case to
merge all its steel interests into one
company. “In the past, Kalyani
Carpenter was a part of Kalyani Steels;
we separated the businesses and
inducted a joint venture partmer who
holds 26 per cent in the company in or-
der to move into the higher end of
the business. However, in future all
our steel businesses can merged into
one unit,” says Kalvani, while declining
to share any further details about the
company. Says Baliga: “Being in the
same industry, a merger makes sense.
Apart from unlocking value and cutting
overheads, the process of integration
will also be smooth as the companies
are part of the same group.”

Happy Marriages

Unlike the steel sector, however, a
merger of the group’s auto compo-
nents companies looks unlikely, as
each of them have different joint ven-
ture partners. Says Kalyani: “These
{auto component Jvs) are happy and
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Total Revenues

Rs 1,796.3 crore

Total Profit
Rs 143 crore
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