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Port-to-power behemoth Adani Ent-
erprises’ trystwithrenewableenergy
started in 2009 with the Vibrant

GujaratSummitwhenitsignedmemoran-
dumsofunderstanding todevelop renew-
able projects in the state. In 2011, it com-
missioneda40-megawatt(Mw)solarpower
project in Bitta, Gujarat, marking its entry
into the sector. A decade later, the group’s
renewable capacity has exceeded 14 giga-
watt (Gw) and it nowhas a separate entity
for it — Adani Green Energy Ltd (AGEL).

Thosewatchingthestockmarketclose-
ly would jump at the mention of AGEL,
whichlistedin2018.ShareofAGEL,which
is into solar andwindpower, jumpedover
six times in 2020 versus a gain of 10 per
centfortheNationalStockExchange’sNifty
100 Index—the first andonly green ener-
gycompany todoso in India.

Recently, global energy major Total
France announced it will pick up a 20 per
cent stake in AGEL, by way of acquiring
shares held by the promoter group. Along
with the minority stake, the French firm
willacquire50percentportfoliointhe2.35
Gwoperating solar assets ownedbyAGEL
inadealworth$2.5billion,orabout~18,000

crore, implying that it will have a 50 per
cent stake in the projects under imple-
mentation.

The rise ofAGELhas been awonder to
many market watchers. With mega
pipelinesofprojectswithsteadyoperations,
coupledwiththeBharatiyaJanataParty-led
government’s aggressive push for renew-
ableenergygrowth,AGELhasplaceditself
as oneof thepremier players in the sector.

Bitta—thegroup’sfirstsolarpowerproj-
ect—was selling power at ~15 per unit. As
it stands today over a heap of projects,
AGEL’saveragedispatchpriceislowerthan
theaverageprocurementcostofpowerdis-
tribution companies (discoms) across the
country.Thisimpliesthatthepriceatwhich
AGELissellingrenewablepoweristhelow-
est in India— lower than thermal as well.

Thecompanysaidtheaverageprocure-
ment price of discoms is ~3.60 per unit,
whereas theAGELportfolio aggregatedis-
patchprice is ~3.26perunit.

Renewablepowerhasbeengivenmust-
run status by the Central government,
which means discoms/power procurers
cannot back down or curtail RE power.
Whilethisisoneofthereasonsforthecom-
pany’s revenue growth, the reduction in
cost is on account of in-house back-end
services and a strong vendor network in

thedomesticmarket.
Speaking to reporters during a media

concall after theirQ2 results inNovember,
VneetJaain,MD&CEO,AGEL,said,“Across
our portfolio companies, we have a centre
of excellence called the Energy Nerve
Operating Centre (ENOC) that helps us
draw innovations and give advice on
process improvement. Operations and
Management (O&M)of all projects is com-
pletely in-house. There is also Adani
Infrastructure Management, which pro-
vides certain basic O&M services to our
infrastructure platform. All design and
strategy is fully in-housewithAGEL.”

Adani-ENOCisacloud-basedplatform
thatadoptsmachinelearning,usesdrones
formonitoringprojectprogressanddigital
asset mapping, and geospatial technolo-
gies for surveysandothers.

TheleadershipofAGELisalsoin-house
with Sagar Adani, nephew of Gautam
Adani, at that helm of affairs as executive
director.JaainisalsoanoldAdanihand;he
has been with the company for over a
decade and is associated with some of its
flagship thermalpowerprojects.

Alongwith in-houseO&M, the compa-
nyalsohasastrongvendornetwork.Forits
322 sites in 20 states at group level, it has a
supportnetworkof 20,000vendors. In the
samemedia concall, Sagar Adani said the
company runsavendormanagement and
support programme across group portfo-
lio companies.

Againstthisgrowthstory,onemajorrisk
thecompanyfacesis itsowndebt levels. In
two years, AGEL’s debt has doubled to
~19,747 crore byH1 2021. Andwhile its net
worthhas improvedduring thesameperi-
od, the growth in profit is slow (see table).

AGEL said the debt levels are high be-
causeithasmorecapacityunderconstruc-
tion than it has commissioned. In 2020,
AGELwon the country’s first solarmanu-
facturingtenderforsettingup2Gwofsolar
cells andmodules and 8Gwof allied solar
powerplants.Includingthismegacapacity,
AGEL has a contracted capacity of 12 Gw.

AGEL plans to raise $1.8 billion for the
upcoming capacity. It will tie up with 10
internationalbanksforconstructiongreen-
field funding. “Our under-construction
assetsareinaclusterandlandriskhasbeen
identified upfront. Therefore, most of our
developmentriskisinrelationtoourcapac-
ity tobuildprojects.Wehaveaconsortium
ofbanksthatwillprovideaninterimdevel-
opment facility. This will be replaced by
capitalmarket issuewhen the projects are
operational,”Adani saidduring thecall.

Thecompanytakesconstructionfinanc-
ingfrombanksandonceprojectsareoper-
ational,refinancesthatportfoliowithinter-
national bond funding. “Thiswill allowus
to recycle the same approval on the devel-
opment facility…and tocontinuewith the
developmentplantill 2024-25,”Adani said
on theconcall.

Though Adani sounds confident, the
downside is still deep. Recently, for
instance,thispaperreportedthatcloseto39
GwofREprojectsarelookingatdelaysand
cancellations owing to Covid-19 and also
lackofbuyers forREpower.AGELprojects
also feature in the list, including its 8 Gw
megasolarproject.

But AGEL’s management does not see
this as a problem. “Currently, we are com-
pleting projects at a click rate of 8Mwper
day.Wehopeto increase it to10-11MWper
day. Each construction period will see
3000-4000Mwofprojectsbeingcomplet-
ed,” the management stated while
announcing its last financial results.

TheIndianeconomyhasbeenrecov-
ering from the Covid-19-induced
lockdown better than most expec-

tations.Year-on-yearrealGDPcontraction
inthesecondquarterwasmuchlowerat7.5
per cent compared to the 23.9 per cent in
the first quarter. While the better-than-
expected recovery is real, it is enigmatic.
What drove such a dramatic recovery? It
wasclearlynotdrivenbyanygovernment
spending or initiative to spur growth.
Neither was it driven by any increased
investmentsby theprivate sector.

Whilethegovernmentannouncedsev-
eral schemes, its spending during April-
November 2020 was 4.7 per cent higher
than it was in the same months of 2019.
This is the lowest year-on-year growth in
central government spending in the past
five years. In real terms, central govern-
mentspendingcontractedduringthisperi-
od. Net fixed assets of listed companies
grewy-o-yby5.9percentasofSeptember
2020. This again, is negative in real terms
and the lowest since2016.

If it isnotthegovernmentandifit isnot
business enterprises, then it can only be
householdsthatscriptedtherecovery.That
makes the puzzle of the rapid recovery of
theIndianeconomyevenmoreperplexing.
We know that the recovery is largely by
profits andnot bywages. And those prof-
its were not invested into fresh capacities
thatcouldhavecreatedjobsandgrowthin
wages. How then can households be the
driverof therecoveryprocess?This ispos-
sibleonlyifhouseholdsareconsiderednot
as a homogeneous block but are divided

into the richand the rest.
The rich have not seen an erosion in

incomes partly because capital incomes
suchas interestanddividendsthataccrue
mostlytotherichwerequiteprotectedand,
capital itselfwasdoingexceptionallywell,
suchasonthestockmarkets.Further,ithas
become increasingly clear that at least in
India, increasedmobility does not lead to
increasedinfections.Forcedsavingsbythe
richduringtheinitiallockdownperiodand
amuch reduced fear of infections explain
the contribution of households to the
revivalof the Indianeconomy.

Whatcouldsustainthisunexpectedre-
covery process? Increased government
spendingcannotbe reliedupon.Thegov-
ernment surprisedbynot spendingwhen
it was needed themost, whichwas in the
very early stages of the lock-
down,whenhouseholdswere
pained themost.Much is be-
ingmadeof anuptick ingov-
ernment spending in Nov-
ember.But,thisis inadequate
evidence of the government
planning to splurge to revive
theeconomy.Thecorporate sectorhasno
business reason toexpandcapacity.

Canthentherichhouseholdscontinue
to sustain this strange recovery process?
Or, can the recovery spread to rest of the
households as well? The apparent suste-
nance of the recoveryprocess beyond the
festival season implies that the recovery
dynamicsarebeyondpent-updemandand
festivedemand.Factors thatwoulddeter-
mine the sustenance of the recovery
processareamixof thespreadofemploy-
ment,increaseinhouseholdincomelevels
and also positive perceptions regarding
personal and economy-wide recovery
process. These factors are summarised as
consumer sentiments.

The index of consumer sentiments
summariseshouseholdviewsonchangein
householdincome,changeinperceptions
regardingintentionstobuynon-essentials,
ordurables,changeinperceptionsregard-
ingpersonalincomeinthefutureandper-

formance of the economy in the future.
This index, with a base of 100 in
September-December2015hoveredinthe
90s and rose above 100only fleetingly till
2018. In 2019, it averaged at 106 and
remained around there till the lockdown
brought it down to45.7 inApril 2020. The
index averaged less than 43 during May,
JuneandJuly2020.Asmallrecoveryinthe
indexbeganinAugust.Thequarterended
September 2020 ended with the index at
45.2. Then, in the quarter of December
2020, the index scaledup to52.7.

Thisrecoveryintheindexofconsumer
sentimentssplitbyincomegroupsgraph-
ically reflects India’s weirdK-shaped rec-
overy post-lockdown. We consider five
income groups: thosewho earn less than
~100,000 in a year; thosewho earn betw-

een ~100,000 and ~200,000
in a year; those who earn
between ~200,000 and
~500,000 a year; those who
earnbetween~500,000and
~10lakh;andthosewhoearn
morethan~10lakhinayear.

The K-shaped recovery
was most evident in the quarter ended
September2020. InJune2020, theICSfor
all the five income groups was in a very
narrow band of 38 to 42. By September
2020, thedifferencewidenedfrom4to22
points. The index for thepoorest fell to 31
and that for the richest rose to 53.

Diversities have since narrowed.
Households of the lowest income group
have recovered and the richest income
groups pared some of their gains by
December 2020. During this quarter, the
gainshavebeeninthetwomiddle-income
households that earn between ~200,000
and ~500,000 per annum and those that
earnbetween~500,000and~10lakhayear.
It is unclear how sentiments improved in
the middle-income groups. But, their
recovery is impressive. It isworthkeeping
awatchonthisgroupbecause itholds the
key to the recoveryprocess.

Thewriter isMD,CMIEP Ltd
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It has become
increasingly clear
that in India,
increased mobility
does not lead to
increased infections

SAI MANISH
New Delhi, 25 January

As nations across the
world make steady
progress in inoculating

their populations, a lot of vac-
cine deal-making is underway
to set the stage for what will
perhaps be the biggest logisti-
cal operation in recent history.

Whilemassairliftingofvac-
cines is yet to begin, global
deal-making shows interesting
trends. Sixteen nations with
production capabilities are
looking to send vaccines to 189
others. India will be one of the
leading vaccine suppliers in
Africa and some nations in its
immediate neighbourhood.
Rich western nations, where
pharma companies have
developed their own vaccines,
are most likely to sell to other
rich nations while licensing
their product for manufacture
tomiddle-incomeones.Russia
andChina’s vaccineswill dom-
inate Latin America and parts
of SoutheastAsia,while corpo-
rations that made early break-
throughs in vaccine deve-
lopment could face stiff com-
petition from the late entrants.

AstraZeneca’s vaccine is
being produced in seven nat-
ions including India — the
most for any manufacturer.
Thegeographicalspreadofthis
vaccine’s production indicates
it could be better placed than
others to be shipped world-
wide once domestic needs are
partially satiated. From India,
Australia and Brazil to China,
SouthKoreaandtheUK,Astra-
Zeneca has licensed product-
ion agreements with commer-
cialpartnersor itsownproduc-
tion facilities in these nations.
While India is manufacturing
four different vaccines, includ-
ing an indigenously developed

one by Bharat Biotech, the US
is manufacturing five — the
highest for anynation.

Perhaps the biggest and
most crucial cargo of the vac-
cinewilloriginateinIndia.One
of the biggest offtakes of vac-
cines is being done byCOVAX,
a globalmultilateral alliance of
UN agencies and NGOs from
India. COVAX is expected to
buy twobillion doses—half of
thiswouldbeAstraZeneca and
Novavax’s vaccines being
manufactured by Serum Insti-
tute of India. Agreements are
inplace tosendover70million
doses to other nations like
Bangladesh, Philippines and
South Africa. COVAX aims to
transport almost a billion dos-
es to 92 poor nations over the
next few months. The move-
ment fromIndia,whichwill be
co-ordinated by UNICEF,
would perhaps be the biggest
ever vaccine airlift and logisti-
cal exercise in recent history.

This will be facilitated by a
consortiumof 18 of the biggest
logistics companies and air-
linesentailing transportofvac-
cines in temperature-con-
trolled environments. While
most of the signatories of the
charter are logistics
behemoths like
DHL and UPS, two
global commercial
airlines will be part
of this exercise.
Many of the 800-
strong fleet of
Lufthansa and
Singapore Airways
will be used in this
operation.Lufthan-
sa said it had been doing the
groundworkwithaspecial task
forcesincethesummerof2020
when lockdowns were
enforced across theworld.

“Thedistributionof tempe-
rature-andtime-sensitivepha-
rmaceuticals is farmoredema-
nding than the transport of

fabric masks. We were among
the first airlines to specialise in
the transport ofmedical goods
and pharmaceuticals and can
therefore draw on many years
of experience. Thanks to the
recent expansion of our gro-
und infrastructure,wecanalso
handle larger quantities while
constantly maintaining the
cold chain and transport them
worldwide,” said Katharina
Stegmann, spokesperson of
LufthansaCargo.

Like Lufthansa, the Singa-
pore Airlines management hit
thedrawingboard inMay2020
to chalk out plans for readying
its cargo operations for airlift-
ing vaccines. Singapore Air-
lines’ authorities told Business
Standard, “Wewillmake avail-
able cargo space on flights and
accord uplift priority to vacci-
ne shipments across the key
vaccine trade lanes. This
means readying the airline’s
seven Boeing 747-400 freigh-
ters, aswell as the airline’s pas-
senger aircraft fleet thatwill be
deployed on cargo operations
toincreasethecapacityforvac-
cine transportation where

needed.”
UNICEF estim-

ates that transport-
ing vaccines to 92
nations would cost
commercial airlin-
es around $70 mil-
lion. Global trans-
port outside the
COVAX initiative
would likely cost
many times more.

A DHL white paper published
in2020estimatedthat itwould
take 15,000 flights to transport
10 billion doses of vaccines in
15 million cooling boxes over
two years to ensure universal
vaccination across the globe.
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Deal-making toair lifting,how
theworldwillbevaccinated

MAHESH VYAS

India’sK-shapedrecovery

COVAX aims to ship
almost a billion
doses to 92 poor
nations over the
next few months.
The movement
from India will
be the biggest
vaccine airlift in
recent history

Adani Green:
Rays of optimism
Investorsplacebigbetson thecountry’s fastest
growing renewableenergycompanybut the
risk-rewardoutlook isanopenquestion
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