
Flipkart-owned Myntra, a specialist fas-
hion-focussed etailer, is the likely vehi-
cle for the partnership. After Flipkart ac-
quired the portal in 2014 for $350 million,
it has become a pivotal differentiator
against Amazon India.

Myntra, which acquired Jabong last ye-
ar, said in August it had reached $1.5 bil-
lion in gross merchandise value (GMV)
and plans to raise this to $1.7 billion by
the end of the year. Its private label busi-
ness, Myntra Fashion Brands, has also
turned profitable. This comprises 13 pri-
vate brands such as Roadster and Hrit-
hik Roshan’s HRX.

The promoters own 60.6% of FLF, of
which around 49% is pledged as debt col-
lateral. The remaining 39.4% is with the
public and other institutional sharehol-
ders, which includes an 11.43% stake
held by Wipro chairman Azim Premji’s
investment arm PremjiInvest. At cur-
rent market capitalisation of `̀6,536.81
crore ($1 billion), a 10% stake would
translate into an investment of `̀650 cro-
re ($100 million). But Biyani is expected
to ask for a significant premium to the
current market price. 

“It will be a primary issuance and Biya-
ni would use the proceeds to fund his ex-
pansion plans. So I won’t be surprised if
he seeks a 20-25% premium,” said an in-
vestment banker aware of the negotia-
tions. “FLF wants to halve its debt in the
coming months.”

The people cited above said the discus-

sions are preliminary in nature and the-
re is no guarantee a transaction will take
place. Future Group and Flipkart spoke-
spersons did not respond to queries.

MOVE TOWARDS OMNI-CHANNEL
Retail sector analysts said globally it is be-
coming crucial for online retailers to have
street presence. Amazon acquired groce-
ry chain Whole Foods for almost $14 bil-
lion and has also been aggressively mo-
ving into categories such as apparel. In
China, Alibaba and JD.com have been
shopping for retailers to have a compre-
hensive click-and-mortar strategy. Ecom-

merce penetration in India is
at 2% of all retail sales, accor-
ding to Morgan Stanley.

If talks are successful,
Flipkart-Myntra could use
the Central and Brand Fac-

tory footprint to create exclusive experi-
ence centres and other shop-in-shop for-
mats. The FLF stores can also be used for
product returns, which typically acco-
unt for a substantial part of the cash
burn at ecommerce companies.

Other than growth capital, Biyani can
also seek preferred access for Future’s
fashion brands through the Flipkart net-
work. Biyani had teamed up with Ama-
zon in October 2014 to sell Future Gro-
up’s portfolio of brands on Amazon’s
marketplace in India, but that alliance
did not make much headway.

Myntra has already started experi-
ments with an offline strategy, having
opened a store in Bengaluru for its priva-

te label brand Roadster earlier this year.
It got omni-channel distribution rights
for international fashion brands like
Mango and Esprit earlier this year. As
part of this, it’s setting up stores for
them through a franchisee model.

BUILDING ON THE WAR CHEST
At a strategic level, Flipkart, which has
over $4 billion in cash after raising capi-
tal from Japan’s SoftBank Corp and
China’s Tencent, has started expan-
ding its ecosystem. A key part of this
strategy includes building up pay-
ments business PhonePe, to which it
has allocated $500 million, besides ente-
ring grocery and business-to-business
(B2B) ecommerce. Defending and gro-
wing its market share in two of the lar-
gest categories where it has a lead over
Amazon India — smartphones and fas-
hion — is also a high priority.

Flipkart is also reportedly in talks with
BookMyShow for a strategic partners-
hip as local ecommerce companies ag-
gressively seek to build integrated servi-
ce verticals beyond their basic market-
place offering. Like Flipkart, Paytm and
Amazon have also been steadily building
hyperlocal and services offerings.

“For Amazon India and Shoppers Stop,
the transaction was driven by necessity.
For Shoppers Stop, online sales did not
account for more than 1% while Amazon
is finding it difficult to compete against
the Flipkart-Myntra-Jabong combine,”
said Satish Meena, senior forecast ana-
lyst at Forrester Research.
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The states may, however, be
asked to notify their plans for
implementation of the re-
form for electricity connec-
tion portability in the next
3-5 years, he said.

The proposal, to separate
electricity supply and net-
work maintenance services
and introduce multiple licen-
sees for a single area by
amending the Electricity Act
2003, has been in works for
last many years. The propo-
sal is similar to mobile num-
ber portability where consu-
mers can switch to a telecom
operator of their choice. Cur-
rently, the power distribu-
tion utilities are responsible
for operating and maintai-
ning distribution system in
their licensed areas.

“Though the proposal will
benefit consumers by bring-
ing competition in the retail
electricity sector, it has been
resisted by the states. So the
government is considering

introducing a lenient ver-
sion of the bill with no timeli-
nes imposed on states,” a go-
vernment official said. 

Once the bill is enacted, the
central government, howe-
ver, may ask states to notify
their plans to implement the
law, he told ET on the condi-
tion of anonymity. 

Segregation of the net-
work maintenance and elec-
tricity distribution busi-
nesses is seen as an impor-
tant reform for improve-
ment in quality of
electricity supply services.

Earlier the government
had planned specific timeli-
nes for opening up the retail
electricity sector. These in-
cluded reaching milestones
like implementation of ad-
vanced metering system, se-
parate accounts and emplo-
yees of distribution compa-
nies, ownership separation
and introduction of multi-
ple licensees and de-regula-
ting tariffs for large indust-
rial consumers.
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