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INTERNAL RESOURCES
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CAPITAL MARKETS
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DEBT
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COST OF CAPITAL
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s Normally, debt 1S cheaper than equity, due
to less risk.
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s Decision depends on the Weighted
Average Cost of Capital.



THE BEST OPTION
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THE DEBT OPTION

- Default zone




LENDING INSTITUTIONS
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SOME FINANCIAL INSTITUTIONS

n DB IETRdUStHaNPDEVEIopMEnD Bank o india
m IEC IS Industral Finance Corporation o ndias

] ICICI—*TnJ ustrial Credit; Investment Corporation
jlig]e

O IBRD Internatlonal Bank for Reconstruction and
Development




MULTI -LATERAL INSTITUTIONS

4 Financial institutions may be purely commercial
or backed by governments (developmental).

4 They may have the some sector focus:
infrastructure or industry funding.

 Both raise money from the capital markets
usually through bonds.

1 The difference lies in the cost at which they raise
funds - cheaper by developmental.
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ATTRACTIONS
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CONSTRAINTS
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SCOPE OF THE PROJECT

4 WB study revealed the lack of development in the
transport sector for modern logistics
requirements.

4 Potential for growth enormous due to growth in
international trade.

1 CONCOR identified as nodal agency for
developing containerization in India .

4o The loan therefore was a transg ort sector




FEATURES

5 Primary requirement was of a fleet of specialized
wagons - flats.

4 Second ,a hub container depot strategically
located near Delhi.

 Detailed estimate of requirements and technical
parameters spelt out.

. The loan of USD 94 miillion sanctioned for
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STRUCTURE OF LOAN

<5 94 nalllller),

=W ERLYAYEaSREPayITIENIER 06 MVITHIE
MORAtORUMEOIESHEalSIORETEPaVIMEN IO
PRIACIPAIS

s PrOJECE i€ S5y ears:

C rges —
| unutilized amount. |

= Biannual payment of interest and
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COVENANTS
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s Divestment of equity 5% to public as precursor
to privatizing — can be problem for few Gowvts..



OTHER FEATURES
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OUTCOME
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ADVANTAGEOUS TERMS
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FRINGE BENEFITS
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WB BIDDING TERMS
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SOME FINANCIAL ISSUES
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CONSEQUENCES
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CURRENCY IMPLICATIONS
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CURRENCY IMPLICATIONS
contd.
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. In Concor s case this was reducing in
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CURRENT STATUS
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s IHE projectwasiextended tor EY2000 and
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l Dela iR Wagon deliveries led to the -.
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2 BL\Jt now CONCOR in a cash rich situation
meant that it could self- finance its assets.

Final draw. down was only $53 million out
of $94 m. rest was cancelled



CONCOR SELF SUFFICIENT
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» Now Zero- debt company.
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