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ft'ffie$d$e{ Y&ffi#M$. Funds that raised dollar-denominated commitments need to demonstrate retunns

W
A.shley ceutiftho
Mumbai

The rupee's depreciation
against the dollar could im-
Dact overali rerums of do-
inestic private equity funds
and preszure flind manager$
to generate higher refurns to
meet t}re rerorns expected by
foreign investors.

Rupees are reconverced
into dotrlarswhen foreign in-
vestors exit and long-term
rupee depreciation can di-
nrinish doliar IRR (intemal
rate of retun:) at *re time of
repatriation.

Funds that raised dollar-
denominated cornmitments
wiii need to demonstate re-
tums inthe currert environ-
ment, saicl expens.

"Investors look at net cash
in hand, factoring in forex
and tax impact, which is why

m:ltgelrs u,i.llhafe r0 enstt*e
higJrer rupee disrributions
from invesunents," strid Sha-
goolii. ii.han, a cursuitzult.

I'.,Iature fuirds in exit rrode
wiil be irnp'.r*ed the most as

thele wouid l:iave inverred
whet the r-upee $,as stl oi:lge r,
i-utrls rhar iiin,e calleii rrp
monics aue{ arc sitting on sig-
nitlcant ilrypoi.lrleras weli au

those rvith 1oi:;,1cr 1il'e-cycl;:s,
sui:h ars infi-tsrrucrrLrc aud
reiri estiLte funrls, could b*ar
the irrnnt-
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"LPs may ilsist ruore ou a
c1oll*r-bar;ed hrr-d1e, shifting
thc cun"e{icy rislt o* f'ulds.
Fulrl niauegcrs iraybi: asiiett
to dernonsuatc thc perfbrm-
trnce ir both cLrrrencies ltncl
proi,.idc clear metrics that
sepnrate rhe iurpact of ex-
chan6ie lrte fiiictuittioirs
ii'om the u.irderlying invest-

Alternative
firnds are not
hedge their porrfolios,
cept foi Category IiI
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P&€$MSTYSPW S€&&f,. Rupees are reconverted i nto dollars when
foreign investors exit and long-term rupee depreciation can
diminish dollar IRR at the time of repatriation

ment per{ormance," said hurdle rates in doliar terms,
Nandini Fathak, Parmer, calculatingtiresameinrupee
BombaylawChambers. terms(onequityrisksbasis),

Investment managers askingtheinvesrorstohedge
launching new funds will theirrupeeex?oslueattheir
have to tweak their oirerail end and timirig the exit of
invesfinentstrategy. suchpo*foliocompaniesto

"Fundma$agers$rilihave offsetthedepreciationinthe
to revise the commerciais rltpee as much as possibie,'.'
with the overseas imrestors said Ysshesh Ashar, Pa1-tner,
in terms of increasing the I IllumeAdvisory.

portfoiio level.
However, porcfolio corn-

panies that are either do-
mestic market-focused or
impor.'orietted may have a
further indirect negative im-
paet. Glcrbal investors mdy
rethink their India allocation
and dcmestic investors may
looktc, globalise their invest-
rnent s}ryosure to overseas
portfolio investqrents, in ad-
dition to INR imtruments,"
said Vivaik Sharm4 Parrner,
C1ril tunarcha*d Mangaldas.
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