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About Nanubhai Desai & Co.

Nanubhai Desai & Co., established in 1950 in Mumbai, has evolved into a well-recognized
high quality personalized services firm. Our extensive knowledge and expertise across
various service areas, including Audit and Assurance, Direct Taxes, Accounting, International
Tax, and Consultancy services, enable us to offer a "One Stop Platform" by setting a
benchmark of excellence in each domain.

With years of experience, we cater to a diverse clientele, including multinational companies
(MNCs), foreign companies and their Indian subsidiaries, as well as public and private
enterprises spanning industries such as hospitality, trading, fund & private wealth
management, IT, and more. Our team comprises dedicated professionals with diverse skills
and proficiency, capable of serving clients of all sizes across different sectors.

NDCo embodies a harmonious mix of seasoned expertise and youthful vigour, united by a
shared vision of delivering exceptional services and unwavering support to our clients. It's a
source of great professional pride that we have attained high level of trust and confidence
of our clients.
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Fund Formation — Attracting Global Investors

1. INTRODUCTION

I. Definition of Fund Formation

Fund formation refers to the process of establishing and structuring a pool of capital, often
collected from multiple investors, for the purpose of investing in various assets such as
stocks, bonds, real estate, or alternative investments like private equity and venture
capital. These funds are typically managed by professional fund managers or investment
firms who aim to generate returns for the investors while managing risk.

Il. Importance of Attracting Global Investors

Attracting global investors is crucial for the development and growth of India's economy
and financial markets. Here's why:

i. Capital Inflow: Global investors bring in significant capital that can be deployed into
various sectors of the Indian economy, fuelling growth, innovation, and job creation.

ii. Diversification: Global investors provide diversification opportunities for Indian
investors and businesses by introducing different investment strategies, asset classes,
and geographical exposures.

iii. Expertise and Knowledge Transfer: International investors often bring with them
expertise, experience, and best practices from global markets, which can contribute to
the development of India's financial ecosystem, including governance standards, risk
management practices, and technological advancements.

iv. Market Liquidity: Increased participation from global investors enhances market
liquidity in Indian financial markets, leading to more efficient pricing and smoother
execution of trades.

v. Stimulating Economic Growth: Foreign investment can stimulate economic growth by
fostering competition, encouraging innovation, improving infrastructure, and creating
employment opportunities.



Fund Formation — Attracting Global Investors

2. UNDERSTANDING GLOBAL INVESTORS

. Types of Global Investors

i. Institutional Investors: These include pension funds, insurance companies, mutual
funds, hedge funds, and endowments. They typically invest large sums of money on
behalf of their constituents and have specific investment mandates & risk appetites.

ii. Individual Investors: These are retail investors who invest their personal funds in various
asset classes, including stocks, bonds, mutual funds, and real estate, either directly or
through intermediaries like brokers or wealth managers.

iii. Sovereign Wealth Funds (SWFs): These are state-owned investment funds that manage
assets on behalf of sovereign governments. SWFs typically invest in a diversified
portfolio of assets globally, including equities, fixed income securities, real estate, and
alternative investments.

Il. Investor Preferences and Risk Appetite

i. Long-Term Growth Opportunities: Global investors are often attracted to India due to its
strong long-term growth prospects driven by factors such as a large and growing
consumer market, a young demographic profile, rising urbanization, and increasing
disposable incomes.

ii. Diversification: Investors seek to diversify their portfolios geographically to mitigate risk
and capitalize on growth opportunities in emerging markets like India.

iii. Risk Appetite: While some global investors may have a higher risk appetite and are
willing to invest in high-growth but volatile sectors such as technology startups or small-
cap stocks, others may prefer more stable and defensive sectors like healthcare or
consumer goods.

iv. Regulatory Environment: Investors pay close attention to regulatory environment in
India, including tax policies, foreign investment regulations, ease of doing business,
political stability, as these factors can significantly impact investment returns & risk.

lll. Trends in Global Investment Behaviour

i. Shift towards Emerging Markets: Global investors are increasingly allocating capital to
emerging markets like India, China, Brazil, and Southeast Asia, seeking higher returns
compared to developed markets amid low-interest rates and sluggish growth in the
West.

ii. Rise of ESG Investing: Environmental, Social, and Governance (ESG) considerations are
becoming increasingly important for global investors, with many incorporating ESG
criteria into their investment decision-making process and actively seeking
opportunities to invest in companies that demonstrate strong ESG performance.

iii. Focus on Technology and Innovation: Global investors are keen on investing in
technology-driven sectors such as e-commerce, FinTech, health and renewable energy,
which offer disruptive growth opportunities and potential for high returns.

iv. Alternative Investments: There is a growing interest among global investors in
alternative asset classes such as private equity, venture capital, real estate, and
infrastructure, which offer diversification benefits and higher risk-adjusted returns
compared to traditional asset classes like equities and bonds.
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3. FACTORS INFLUENCING GLOBAL INVESTOR
DECISION MAKING

Regulatory Environment

i. Foreign Investment Regulations: Understanding India's foreign investment regulations is
crucial for attracting global investors. The government has taken several initiatives to
liberalize foreign investment policies across various sectors, including allowing 100%
foreign direct investment (FDI) in many sectors through the automatic route.

ii. Tax Policies: Taxation policies, including corporate taxes, capital gains taxes, and
withholding taxes, play a significant role in attracting global investors. Clear and stable
tax policies that provide certainty and transparency are essential for investor
confidence.

iii. Regulatory Compliance: India's regulatory framework, including securities regulations,
anti-money laundering laws, and corporate governance standards, must be aligned with
international best practices to attract global investors. Streamlined regulatory processes
and investor-friendly regulations can enhance the ease of doing business in India.

Economic Conditions

i. Growth Prospects: Global investors are attracted to countries with strong economic
growth prospects. India's large and growing consumer market, favourable demographic
profile, and ongoing economic reforms make it an attractive destination for foreign
investment.

ii. Macroeconomic Stability: Factors such as inflation rate, fiscal deficit, current account
balance, and currency stability influence investor sentiment towards India. Sound
macroeconomic policies and prudent fiscal management are essential for maintaining
investor confidence.

iii. Infrastructure Development: Investment in infrastructure, including transportation,
energy, telecommunications, and urban development, creates opportunities for global
investors and contributes to India's economic growth and competitiveness.

Political Stability

i. Policy Continuity: Political stability and continuity of policy frameworks are critical for
attracting global investors. Changes in government policies, regulations, or leadership
can create uncertainty and undermine investor confidence.

ii. Rule of Law: A strong legal and regulatory framework that upholds the rule of law,
protects property rights, and ensures contract enforceability is essential for investor
confidence and long-term investment.

Market Opportunities

i. Sectoral Opportunities: India offers investment opportunities across various sectors,
including technology, healthcare, consumer goods, financial services, manufacturing,
and infrastructure. Identifying and capitalizing on sectoral opportunities that align with
global investor interests and trends is essential.
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ii. Emerging Trends: Global investors are increasingly interested in emerging trends such
as digitalization, renewable energy, electric vehicles, and healthcare innovation. India's
growing start up ecosystem and entrepreneurial culture present opportunities for
global investors to participate in these emerging sectors.

V. Cultural Factors

i. Business Culture: Understanding India's business culture, including communication
styles, negotiation practices, and relationship-building, is crucial for global investors to
navigate the Indian market successfully.

ii. Local Partnerships: Building relationships with local partners, including business
associates, advisors, and government officials, can help global investors navigate
regulatory complexities and cultural nuances in India.

iii. Social Responsibility: Demonstrating social responsibility and commitment to corporate
social responsibility (CSR) initiatives can enhance the reputation and credibility of global
investors in India and foster positive relationships with local communities and
stakeholders.
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4. STRATEGIES FOR ATTRACTING GLOBAL
INVESTORS

I. Thorough Market Research
i. Identifying Target Investors:

— Conduct comprehensive market research to identify potential target investors who
are interested in investing in India.

— Segment investors based on their investment preferences, risk appetite,
investment horizon, and geographical focus.

— Identify institutional investors, high-net-worth individuals (HNIs), family offices,

sovereign wealth funds, pension funds, and other relevant investor categories.

ii. Understanding Investor Needs and Preferences:

— Engage with potential investors to understand their investment objectives, return
expectations, risk tolerance, and sectoral preferences.

— Conduct surveys, interviews, or focus groups to gather insights into investor
preferences and investment criteria.

— Analyse past investment behaviour and portfolio allocations of target investors to

tailor investment offerings to meet their needs.

ili. Assessing Competitor Landscape:

— Analyse the competitive landscape to understand the offerings of existing funds
targeting global investors in India.

— ldentify key competitors, their investment strategies, track records, fee structures,
and marketing approaches.

— Conduct a SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis to
identify gaps and opportunities in the market.
Il. Clear Value Proposition

i. Unique Selling Proposition (USP) of the Fund:

— Define the unique value proposition of the fund that sets it apart from
competitors and resonates with global investors.

— Highlight distinctive features such as investment strategy, sectoral focus,
geographic expertise, or access to exclusive deal flow.

— Communicate the benefits of investing in the fund, including potential returns,
diversification opportunities, and risk management strategies.

ii. Demonstrating Competitive Advantage:

— Showcase the fund's competitive advantages, such as investment expertise, track
record, network of strategic partners, or proprietary research capabilities.

— Emphasize the fund manager's experience and expertise in navigating Indian
markets and identifying lucrative investment opportunities.
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— Highlight any strategic partnerships or alliances that provide the fund with unique
access to investment opportunities or value-added services.

iii. Highlighting Track Record and Performance:

— Provide evidence of the fund's track record and performance history to build
investor confidence.

— Showcase historical returns, risk-adjusted performance metrics, and consistency
of investment outcomes.

— Highlight successful exits, portfolio companies' achievements, and value creation
initiatives to demonstrate the fund's ability to generate alpha and deliver
shareholder value.

lll. Transparency and Communication

i. Clear and Transparent Reporting:

— Provide clear and transparent reporting on fund performance, investment
activities, portfolio composition, and financial statements.

— Present performance metrics such as returns, volatility, and risk-adjusted
measures in a comprehensive and easy-to-understand format.

— Ensure that reporting adheres to international accounting standards and
regulatory requirements to enhance credibility and comparability.

ii. Regular Updates and Communication Channels:

— Establish regular reporting schedules to provide timely updates and insights to
investors on fund activities, market developments, and portfolio performance.

— Utilize a variety of communication channels such as newsletters, investor portals,
quarterly reports, and webinars to engage with investors and keep them
informed.

— Customize communication channels and content based on investor preferences,
geographical location, and level of engagement.

iii. Building Trust through Disclosure:

— Prioritize transparency and disclosure in all aspects of fund operations, including
investment strategy, risk management practices, fee structures, and conflicts of
interest.

— Provide comprehensive disclosure documents such as offering memoranda,
prospectuses, and private placement memoranda that clearly outline the terms,
risks, and objectives of the fund.

— Disclose relevant information on investment decisions, due diligence processes,
valuation methodologies, and governance practices to build trust and confidence
with investors.
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IV. Legal and Regulatory Compliance
i. Complying with International Regulations:

— Understand and comply with international regulations governing cross-border
investments, including securities laws, anti-money laundering (AML)
regulations, and tax treaties.

— Ensure that fund structures, investment strategies, and operational processes
comply with relevant international standards and best practices.

— Stay updated on changes to international regulations, regulatory
developments in key investor jurisdictions, and compliance requirements
imposed by global regulatory bodies.

ii. Engaging Legal Experts for Compliance:

— Retain experienced legal counsel with expertise in international fund
formation, securities regulations, and cross-border transactions to navigate
legal complexities and ensure compliance.

— Collaborate with legal advisors to structure funds, draft offering documents,
negotiate contracts, and implement compliance programs that meet
regulatory requirements and investor expectations.

— Conduct legal due diligence on fund structures, investment opportunities,
counterparties, and service providers to identify and mitigate legal risks.

iii. Mitigating Legal Risks:

— Identify and assess legal risks associated with fund formation, investment
activities, regulatory compliance, and operational processes.

— Implement risk mitigation strategies, controls, and safeguards to minimize
legal exposure and protect investor interests.

— Establish internal policies, procedures, and governance frameworks to
promote legal compliance, ethical conduct, and accountability within the
organization.

V. Diversification and Risk Management
i. Offering Diversified Investment Opportunities:

— Structure the fund to offer diversified investment opportunities across asset
classes, sectors, and geographies to meet the needs and preferences of global
investors.

— Allocate capital to a mix of traditional and alternative asset classes, including
equities, fixed income securities, real estate, private equity, venture capital, and
hedge funds.

— Provide exposure to high-growth sectors such as technology, healthcare, consumer
goods, and renewable energy, while also including defensive sectors to mitigate
risk.
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Implementing Robust Risk Management Strategies:

— Develop and implement robust risk management strategies to identify, assess,
monitor, and mitigate investment risks across the portfolio.

— Conduct comprehensive risk assessments, including market risk, credit risk,
liquidity risk, operational risk, and compliance risk, to quantify and manage
potential exposures.

— Utilize risk management tools and techniques such as diversification, hedging,
stress testing, and scenario analysis to optimize risk-return trade-offs and protect
investor capital.

VI. Ensuring Investor Protection:

— Prioritize investor protection by adhering to fiduciary duties, ethical standards, and

regulatory requirements to act in the best interests of investors.

Implement strong governance practices, including independent oversight, board
oversight, and fiduciary oversight, to safeguard investor rights and interests.

Provide transparent and timely disclosure of investment risks, fees, conflicts of
interest, and performance metrics to enable investors to make informed decisions and
assess their risk exposure.

VII. Networking and Relationship Building

Establishing Strong Industry Relationships:

— Cultivate strong relationships with key stakeholders in the investment ecosystem,
including institutional investors, asset managers, investment bankers, legal
advisors, and industry experts.

— Engage in collaborative initiatives, joint ventures, and strategic partnerships with
industry partners to leverage complementary strengths, resources, and networks.

— Foster a reputation for integrity, professionalism, and trustworthiness to build
credibility and goodwill within the industry.
Participating in Conferences and Events:

— Actively participate in industry conferences, seminars, forums, and networking
events to connect with global investors, thought leaders, and decision-makers.

— Present investment opportunities, share market insights, and showcase the fund's
expertise, track record, and value proposition to attract investor interest and
support.

— Leverage speaking opportunities, panel discussions, and thought leadership
platforms to position the fund as a thought leader and industry influencer.
Leveraging Professional Networks:

— Tap into professional networks, industry associations, and business chambers to
access a broader network of potential investors, partners, and collaborators.

— Join relevant industry associations, investment forums, and business networks to
stay informed about market trends, regulatory developments, and investment
opportunities.
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— Utilize social media platforms, online forums, and professional networking sites to
expand reach, engage with peers, and build relationships with prospective
investors globally.

VIIl. Tailored Marketing Strategies
i. Customizing Marketing Materials for Different Regions:

— Develop tailored marketing materials, presentations, and pitch decks that
resonate with the cultural, linguistic, and regulatory nuances of target investor
regions.

— Customize messaging, content, and imagery to align with investor preferences,
market trends, and investment themes specific to each region.

— Highlight local market insights, case studies, and success stories to demonstrate
relevance, credibility, and understanding of regional dynamics.

ii. Utilizing Digital Marketing Channels:

— Leverage digital marketing channels such as websites, social media platforms,
email marketing, and online advertising to reach global investors at scale.

— Create a professional and engaging online presence for the fund, including a
dedicated website, social media profiles, and content marketing assets, to
showcase investment opportunities and thought leadership.

— Implement search engine optimization (SEO), content marketing, and social
media advertising strategies to increase visibility, attract inbound leads, and drive
traffic to the fund's digital assets.

iii. Engaging with Potential Investors Directly:

— Implement targeted outreach campaigns to engage with potential investors
directly through email, phone calls, meetings, and networking events.

— Develop personalized communication strategies and value propositions tailored
to the specific needs, preferences, and investment objectives of individual
investors.

— Build relationships with key decision-makers, gatekeepers, and influencers within
target investor organizations to facilitate introductions, referrals, and
endorsements.
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What support do we offer?

—  Assist in structuring investment vehicles such as private equity funds, venture capital funds,
real estate funds, and hedge funds to optimize tax efficiency, regulatory compliance, and
investor protection.

—  Advise on legal entity formation, fund structuring, capitalization, and governance
arrangements to meet regulatory requirements and investor expectations.

—  Ensure compliance with relevant laws, regulations, and tax regimes governing fund formation,
securities offerings, and cross-border transactions in India and key investor jurisdictions.

—  Conduct financial due diligence on target investments, portfolio companies, and potential
acquisition targets to assess financial health, performance, and risks.

—  Analyse financial statements, historical performance data, cash flow projections, and
valuation models to evaluate investment opportunities and support investment decision-
making.

— Identify financial risks, accounting irregularities, and valuation concerns that may impact
investment returns or investor confidence and recommend mitigation strategies.

—  Provide regulatory advisory services on foreign investment regulations, securities laws,
exchange control regulations, and tax implications for global investors investing in India.

— Interpret and apply regulatory guidelines, circulars, and notifications issued by regulatory
authorities such as the Securities and Exchange Board of India (SEBI), Reserve Bank of India
(RBI), and Ministry of Finance to ensure compliance with regulatory requirements.

—  Assist in obtaining regulatory approvals, licenses, registrations, and permits required for fund
formation, securities offerings, and investment activities in India.

—  Advise on tax planning strategies to optimize tax efficiency, minimize tax liabilities, and
maximize after-tax returns for investors and fund managers.

—  Structure investment transactions, fund distributions, and exit strategies to leverage tax
incentives, exemptions, and treaty benefits available under domestic and international tax
laws.

—  Provide guidance on transfer pricing, withholding tax obligations, permanent establishment
risks, and other tax considerations relevant to cross-border investments and fund structures.

—  Prepare financial statements, investor reports, and regulatory filings in accordance with
applicable accounting standards, reporting requirements, and disclosure obligations.

—  Ensure accurate and timely financial reporting, including NAV calculations, investor
allocations, capital calls, distributions, and performance reporting, to meet investor
expectations and regulatory deadlines.

—  Conduct periodic financial audits, reviews, and examinations to verify compliance with
accounting principles, regulatory standards, and internal controls.

—  Assess risks related to financial reporting, operations, compliance, and fraud and develop risk
management strategies, controls, and policies to mitigate risks and safeguard investor assets.
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Design and implement robust internal control frameworks, segregation of duties, and
governance structures to enhance transparency, accountability, and integrity in fund
operations.

Conduct internal audits, risk assessments, and compliance reviews to identify control
weaknesses, gaps, and areas for improvement and recommend remedial actions.

Support investor relations activities, including investor on boarding, communications, and
inquiries, to ensure a positive investor experience and foster long-term relationships with
investors.

Assist in preparing investor presentations, financial reports, and performance updates that
communicate investment results, key milestones, and value creation initiatives to investors
effectively.

Address investor queries, concerns, and requests promptly and transparently, providing
accurate and timely information to support informed decision-making and investor
confidence.
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Disclaimer

For private circulation and for internal use. Information is being made available at this
document purely for the benefit of the readers. Whilst every care has been taken in the
preparation of this document, it may contain errors for which we should not be held
responsible. Furthermore, the content of this document is subject to change without
notice and does not constitute legal or financial advice. Readers are encouraged to verify
applicable information independently and seek professional guidance where necessary.
We disclaim any liability for actions taken or not taken based on the information provided
herein. Any reliance on the contents of this document is at the reader's own risk.
Additionally, redistribution or reproduction of this document, in whole or in part, without
prior consent, is prohibited.
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