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Grasim-ABNL Merger: That 70’s show 
 
On 12 August 2016, the Aditya Birla Group announced the merger of its two 
holding companies, Aditya Birla Nuvo Limited (ABNL) and Grasim Limited. 
As part of the restructuring, the financial services arm, Aditya Birla 
Financial Services (ABFS), will also be subsequently demerged and listed 
separately. 
 
IiAS will engage with the stakeholders and wait for the shareholder notice 
of the merger before articulating a voting recommendation. In the interim, 
we examine the historical construct of the group structure, which will give 
market participants context to the transaction. 
 
Holding Structure and Control 
The KM Birla Group has a complex holding structure, with cross holdings 
between multiple group companies. A large part of this is due to legacy 
issues: some of the newer companies, including Ultratech Cements, Idea 
Cellular and Aditya Birla Fashion & Retail (ABFRL) have relative cleaner 
ownership structures. 
 
Pre-merger 

 
 
 
One of the stated drivers of the proposed transaction is simplifying this 
group structure. However, this is true only to a limited extent. There will be 
some consolidation of promoter stakes across group companies; but the 
merger really does not streamline the businesses by removing all cross 
linkages. 
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Post-merger 

 
 
The post-merger Grasim will be a conglomerate comprising a diverse set of 
unrelated businesses. Thus, Grasim is taking a step towards positioning itself 
as the Birla group’s holding company.  This raises uncertainties on capital 
allocation, and it will become difficult to value the company correctly. 
Therefore, the market is likely to punish the stock with a higher holding 
company discount. 
 
The scheme will give the promoter group almost 74% effective ownership of 
the financial services business (ABFS) once it lists. Had ABFS been demerged 
before merging Grasim, its shareholding would have mirrored that of 
ABNL’s: in such circumstances, the promoter group would have owned just 
58.4%. 
 
Across the group, the promoter family’s control over the listed companies 
has been higher than its direct shareholding – an arrangement typically seen 
in the Indian markets of the 1970s. The current transaction lends itself to yet 
another of those structures. 

 
Table 1: Difference between direct shareholding and promoter voting power 

Companies 
Pre-Merger Post-Merger 

Direct Shareholding1 
(%) 

Promoter Voting 
Power2 (%) 

Direct Shareholding1 
(%) 

Promoter Voting 
Power2 (%) 

Grasim 28.0 31.3 34.5 39.9 

ABNL 49.2 58.4 - - 
Hindalco 33.5 37.7 33.5 37.8 
Ultratech 1.6 62.3 1.6 62.3 
IDEA 7.9 42.2 7.9 42.2 
ABFRL 42.3 59.5 42.3 59.5 
ABFS 0.0 100.0 14.8 73.9 

[1] The direct shareholding indicates aggregate shareholding of the KM Birla group companies, excluding the six listed companies (Grasim, 
ABNL, Hindalco, Ultratech, IDEA and ABFRL) mentioned above 
[2] The promoter voting power indicates the total promoter shareholding of the respective companies 
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Increase in promoter stake 
Over the last 15 years, the promoters have steadily increased their stake in 
most of the listed companies in the group (refer Annexure A). 

Chart: Promoter stake (%) in group companies 

 

 This is part of the group’s stated strategy of boosting the promoter 
shareholding in the flagship entities (ABNL, Grasim, IDEA, Hindalco and 
Ultratech). In May 2004, K M Birla had mentioned that he wanted to shore 
up the promoter holding to 30%. This was accomplished by December 2010, 
through a series of restructurings, creeping acquisitions and preferential 
allotments. This threshold was raised and in October 2011, K M Birla stated 
that he wanted to increase the promoter holding to 40%.  
 
This has also largely been achieved, except in Grasim where the promoter 
stake is currently 31.3%: the proposed merger will increase the promoter 
holding to 39% - just a breath away from the 40% target. Table 2 below 
shows how promoters have increased stake in the listed group companies 
over the past 10 years. 

 

Table 2: Increase in promoter holding 
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Increase in Promoter Holding 

ABNL Grasim Hindalco Ultratech ABFRL IDEA 

2001-02       

2002-03       

2003-04       

2004-05       

2005-06       

2006-07       

2007-08       

2008-09       

2009-10       

2010-11       

2011-12       

2012-13       

2013-14       

2014-15       

2015-16       

2016-till 30th June       

 Creeping Acquisition  Preferential Allotment  Restructuring  Rights Issue 

 

2
9

4
0 4

3

5
3 5
4 5

7 5
8

2
2 2

5

2
5

3
1

3
1

3
1 3
1

5
7

4
9

4
6

4
6

4
2

4
2

2
6 2
7

3
3

3
3

3
3 3

8

3
8

5
1 5
3 5
5

6
4

6
3

6
3

6
2

7
3

5
9

3 1 - M A R - 0 5 3 1 - M A R - 0 7 3 1 - M A R - 0 9 3 1 - M A R - 1 1 3 1 - M A R - 1 3 3 1 - M A R - 1 5 3 0 - J U N - 1 6

ABNL Grasim IDEA Hindalco Ultratech ABFRL

http://www.financialexpress.com/archive/birlas-to-increase-stakes-in-group-companies-to-30/107021/
http://www.businesstoday.in/opinion/interviews/kumar-mangalam-birla-interview/story/18971.html
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 There is a discernible pattern in the way the shareholding has been 
increased: between 2000 and 2007, the preferred mode was creeping 
acquisitions. From 2008 onwards, the stake increased mostly through 
preferential allotments of shares and warrants. In 2015-16, and with the 
proposed transaction, the preferred mode to increase shareholding is 
through corporate restructurings. 
 
The Birla group’s predilection for preferential allotments during the 2007-
2014 years have diluted minority shareholders significantly. For example, in 
ABNL, between 2007 and 2014, promoter shareholding went up from 40.5% 
to 57.2% through preferential allotments, resulting in minority 
shareholders’ dilution by 28%. 
 
Once again, through the ABNL merger, Grasim’s minority shareholders will 
get diluted by 29%, but promoters will have achieved their target of holding 
40%. Grasim will be a bigger company, but its shareholders get exposed to 
the financial services and telecom businesses, which are capital-intensive 
and, given the competitive landscape, likely to remain cash hungry. 
Shareholders need to ask themselves: is it worth it? 
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Annexure A: Details on promoter shareholding 
 

Quarter ended Grasim Details 

3/31/2001 20.4  

3/31/2002 20.4  

3/31/2003 20.4  

3/31/2004 21.9 Creeping acquisition 

3/31/2005 22.0  

3/31/2006 25.0 Creeping acquisition 

3/31/2007 25.2  

3/31/2008 25.2  

3/31/2009 25.2  

3/31/2010 25.5 Creeping acquisition 

3/31/2011 30.8 
Promoter stake in GDR disclosed. Till Dec’10, no disclosures on the GDRs 
held by promoters were made in the exchange filings or annual reports 

3/31/2012 30.8  

3/31/2013 30.7  

3/31/2014 30.7  

3/31/2015 30.7  

3/31/2016 31.1 Merger of Aditya Birla Chemicals with Grasim 

6/30/2016 31.3 Creeping acquisition 

Quarter ended ABNL Details 

3/31/2001 26.7  

3/31/2002 26.9 Creeping acquisition 

3/31/2003 26.9  

3/31/2004 28.6 Creeping acquisition 

3/31/2005 28.6  

3/31/2006 28.7  

3/31/2007 40.5 Birla Global Fund limited, Indo Gulf Fertilizers Ltd merger into ABNL 

3/31/2008 41.6 Preferential allotment to promoters 

3/31/2009 43.0 Preferential allotment to promoters 

3/31/2010 47.6 Preferential allotment to promoters 

3/31/2011 52.5 Preferential allotment to promoters 

3/31/2012 52.5  

3/31/2013 53.8 Preferential allotment to promoters 

3/31/2014 57.2 Preferential allotment to promoter 

3/31/2015 57.2  

3/31/2016 58.4 Hive-off of ABFRL 

6/30/2016 58.4  

Quarter ended IDEA Details 

3/31/2007 57.0  

3/31/2008 57.7  

3/31/2009 49.1 Preferential allotment to TMI Mauritius Ltd 

3/31/2010 47.0  

3/31/2011 46.0  

3/31/2012 46.0  

3/31/2013 45.9  

3/31/2014 45.8  

3/31/2015 42.3 QIP issue 

3/31/2016 42.2  

6/30/2016 42.2  
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Quarter ended Hindalco Details 

3/31/2003 24.4  

3/31/2004 24.4  

3/31/2005 25.9 Creeping acquisition 

3/31/2006 26.2 Rights Issue 

3/31/2007 27.1 Creeping acquisition 

3/31/2008 32.4 Preferential allotment to promoters 

3/31/2009 32.8 Rights Issue 

3/31/2010 32.8  

3/31/2011 32.8  

3/31/2012 32.8  

3/31/2013 32.8  

3/31/2014 37.7 Preferential allotment to promoters 

3/31/2015 37.7  

3/31/2016 37.7  

6/30/2016 37.7  

Quarter ended Ultratech Details 

3/31/2005 51.1  

3/31/2006 51.1  

3/31/2007 53.0 Creeping acquisition 

3/31/2008 54.4 Creeping acquisition 

3/31/2009 54.8 Creeping acquisition 

3/31/2010 54.8  

3/31/2011 64.3 Merger of cement business of Grasim with Ultratech  

3/31/2012 64.3  

3/31/2013 63.0  

3/31/2014 62.7  

3/31/2015 62.7  

3/31/2016 62.5  

6/30/2016 62.3  

Quarter ended ABFRL Details 

3/31/2014 68.0  

3/31/2015 72.6 Creeping acquisition 

3/31/2016 
59.5 

Merger of fashion and retail business (Amalgamation of Pantaloon 
with Madura Fashion and Madura Lifestyle) 

6/30/2016 59.5  

Source: IiAS research, BSE  

  



 
 

7 August 2016 

 

Institutional 

EYE 

 

Disclaimer 
--------------------------------------------------------------------------------------------------------------------------------------------- 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained herein is 
from publicly available data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it should 
not be relied on as such. IiAS shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent 
error in the information contained in this report. This document is provided for assistance only and is not intended to be and must not 
alone be taken as the basis for any investment decision. The discussions or views expressed may not be suitable for all investors. This 
information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced 
or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any 
purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located 
in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, 
regulation or which would subject IiAS to any registration or licensing requirements within such jurisdiction. The distribution of this 
document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform 
themselves about and observe, any such restrictions. The information given in this document is as of the date of this report and there can 
be no assurance that future results or events will be consistent with this information. This information is subject to change without any 
prior notice. IiAS reserves the right to make modifications and alterations to this statement as may be required from time to time. 
However, IiAS is under no obligation to update or keep the information current. Nevertheless, would be happy to provide any information 
in response to specific client queries. Neither IiAS nor any of its affiliates, group companies, directors, employees, agents or 
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that 
may arise from or in connection with the use of the information. . The disclosures of interest statements incorporated in this document 
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The 
analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject 
company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related 
to specific recommendations or views expressed in this report. The information provided in these reports remains, unless otherwise 
stated, the copyright of IiAS. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and 
copyright of IiAS and may not be used in any form or for any purpose whatsoever by any party without the express written permission of 
the copyright holders. 
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About IiAS  
 
Institutional Investor Advisory Services India Limited (IiAS) is a proxy 
advisory firm, dedicated to providing participants in the Indian market 
with independent opinion, research and data on corporate governance 
issues as well as voting recommendations on shareholder resolutions for 
over 300 companies.  
 
In addition to voting advisory, IiAS assists investors with proxy voting, 
provides AGM/EGM ‘end-of-day’ minutes and acts as a record keeping 
agent by maintaining the history of votes cast in shareholder meetings.  
IiAS provides bespoke research, valuation advisory services and assists 
institutions in their engagement with company managements and their 
boards.  
 
To know more about IiAS visit www.iias.in 
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