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Walmart to Invest in Flipkart Group, India’s Innovative eCom-
merce Company

11.05.2018 -

• Significant opportunity to partner with local

leader in a large, fast-growing market Flipkart’s

strong

• leadership team will be supported by Wal-

mart, Tencent, Tiger Global and MicrosoftUn-

derscores long-term

• commitment to India, where company looks

to serve customers, support job creation,

small businesses, farmers and women en-

trepreneurs

• Walmart supports Flipkart’s ambition to transi-

tion into a publicly-listed, majority-owned sub-

sidiary in the future

Walmart Inc. (NYSE: WMT) announced it has

signed definitive agreements to become the largest

shareholder in Flipkart Group (“Flipkart”). The in-

vestment will help accelerate Flipkart's customer-fo-

cused mission to transform commerce in India

through technology and underscores Walmart’s

commitment to sustained job creation and invest-

ment in India, one of the largest and fastest-growing

economies in the world.

Subject to regulatory approval in India, Walmart will

pay approximately $16 billion for an initial stake of

approximately 77 percent in Flipkart, formally Flip-

kart Private Limited. The remainder of the business

will be held by some of Flipkart’s existing sharehold-

ers, including Flipkart co-founder Binny Bansal, Ten-

cent Holdings Limited, Tiger Global Management

LLC and Microsoft Corp. While the immediate focus

will be on serving customers and growing the busi-

ness, Walmart supports Flipkart’s ambition to transi-

tion into a publicly-listed, majority-owned subsidiary

in the future.

“India is one of the most attractive retail markets in

the world, given its size and growth rate, and our in-

vestment is an opportunity to partner with the com-

pany that is leading transformation of eCommerce

in the market,” said Doug McMillon, Walmart’s pres-

ident and chief executive officer. “As a company, we

are transforming globally to meet and exceed the

needs of customers and we look forward to work-

ing with Flipkart to grow in this critical market. We

are also excited to be doing this with Tencent, Tiger

Global and Microsoft, which will be key strategic and

technology partners. We are confident this group will

provide Flipkart with enhanced strategic and com-

petitive advantage. Our investment will benefit India

providing quality, affordable goods for customers,

while creating new skilled jobs and fresh opportu-

nities for small suppliers, farmers and women en-

trepreneurs.”

“This investment is of immense importance for India

and will help fuel our ambition to deepen our connec-

tion with buyers and sellers and to create the next

wave of retail in India,” said Binny Bansal, Flipkart’s

co-founder and group chief executive officer. “While
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eCommerce is still a relatively small part of retail

in India, we see great potential to grow. Walmart is

the ideal partner for the next phase of our journey,

and we look forward to working together in the years

ahead to bring our strengths and learnings in retail

and eCommerce to the fore.”

Founded in 2007, Flipkart has led India’s eCom-

merce revolution. The company has grown rapid-

ly and earned customer trust, leveraging a power-

ful technology foundation, including artificial intel-

ligence, and emerging as a leader in electronics,

large appliances, mobile and fashion and apparel.

In a market where Walmart expects eCommerce to

grow at four times the rate of overall retail, and with

well-known platforms such as Myntra, Jabong and

PhonePe, Flipkart is uniquely positioned to lever-

age its integrated ecosystem, which is defined by lo-

calized service, deep insights into Indian customers

and a best-in-class supply chain. Flipkart’s supply

chain arm, eKart, serves more than 800 cities, mak-

ing 500,000 deliveries daily. In the fiscal year end-

ed March 31, Flipkart recorded GMV of $7.5 billion1

and net sales of $4.6 billion representing more than

50 percent year-over-year growth in both cases.

With the investment, Flipkart will leverage Walmart’s

omni-channel retail expertise, grocery and gener-

al merchandise supply-chain knowledge and finan-

cial strength, while Flipkart’s talent, technology, cus-

tomer insights and agile and innovative culture will

benefit Walmart in India and across the globe.

While Walmart and Flipkart will leverage the com-

bined strengths of both companies, they will main-

tain distinct brands and operating structures. Cur-

rently, Walmart India operates 21 Best Price cash-

and-carry stores and one fulfillment center in 19

cities across nine states in India, with more than 95

percent of sourcing coming from India, aiding sup-

pliers, creating skilled jobs and contributing to local

economies across the country. Krish Iyer, president

and chief executive officer of Walmart India, will con-

tinue to lead that part of the business.

“Flipkart has established itself as a prominent play-

er with a strong, entrepreneurial leadership team

that is a good cultural fit with Walmart,” said Judith

McKenna, president and chief executive officer of

Walmart International. “This investment aligns with

our strategy and our goal is to contribute to India’s

success story, as we grow our business. Over the

last 10 years, Flipkart has become a market leader

by focusing on customer service, technology, sup-

ply chain and a broad assortment of products. With

Flipkart and the other shareholders who have come

together, we will continue to advance the winning

eCommerce ecosystem in India.”

With retail changing rapidly, Walmart is actively

looking for new ways to serve customers and mov-

ing with speed. The Flipkart investment represents

a unique opportunity, consistent with the approach

of looking for innovative ways to grow domestically

and internationally, particularly in markets with sig-

nificant long-term opportunity. The Flipkart invest-

ment transforms Walmart’s position in a country with

more than 1.3 billion people, strong GDP growth,

a growing middle class and significant runway for

smartphone, internet and eCommerce penetration.

Structure, Financial Implications and Other De-

tails
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Walmart’s investment includes $2 billion of new

equity funding, which will help Flipkart accelerate

growth in the future. Walmart and Flipkart are also in

discussions with additional potential investors who

may join the round, which could result in Walmart’s

investment stake moving lower after the transac-

tion is complete. Even so, the company would retain

clear majority ownership. Tencent and Tiger Glob-

al will continue on the Flipkart board, joined by new

members from Walmart. The final make-up of the

board has yet to be determined, but it will also in-

clude independent members. The board will work to

maintain Flipkart’s core values and entrepreneurial

spirit, while ensuring it has strategic and competitive

advantages.

Closing is expected later this calendar year, subject

to regulatory approval.

To finance the investment, Walmart intends to use

a combination of newly issued debt and cash on

hand. Upon closing, Flipkart’s financials will be re-

ported as part of Walmart’s International business

segment. If the transaction were to close at the end

of the second quarter of this fiscal year, Walmart

expects a negative impact to FY19 EPS of approx-

imately $0.25 to $0.30, which includes incremental

interest expense related to the investment.

In FY20, as we look to accelerate growth in this im-

portant market, Walmart anticipates an EPS head-

wind in total of around $0.60 per share, comprised

of:

• Operating losses of approximately $0.40 to

$0.45 per share, assuming minimal tax ben-

efit for losses in the near to mid-term. This

amount includes about $0.05 per share relat-

ed to amortization of intangible assets and de-

preciation of short lived assets resulting from

purchase accounting, which will only last for a

few years post-closing.

• Interest expense of approximately $0.15 per

share.

Given the company’s financial strength, we antici-

pate the continuation of our current share buyback

program while maintaining our strong credit profile.

This investment represents a unique opportunity in a

market with significant long-term growth prospects.

Walmart is investing in a local leader with strong

leadership and a culture of innovation and service,

and the company is aligned with a strategic and

committed shareholder group focused on serving

customers. In the mid to long term, as the busi-

ness scales and efficiencies are realized, Walmart

expects losses to decline and returns to improve.

Partnering to Contribute to India

As Walmart scales in India, the company will contin-

ue to partner to create sustained economic growth

across agriculture, food and retail. Future invest-

ments will support national initiatives and will bring

sustainable benefits to the country, including:

Job creation, as plans would create jobs through

development of supply chains, commercial opportu-

nity and direct employment.

• Supporting small business and ‘Make in In-

dia,’ through direct procurement as well as in-
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creased opportunities for exports through glob-

al sourcing and eCommerce. Among other ini-

tiatives, Walmart will partner with kirana own-

ers and members to help modernize their retail

practices and adopt digital payment technolo-

gies.

• Support farmers and develop supply chains

through local sourcing and improved market

access.

• Reduced food waste by improving waste man-

agement practices and investing in supply

chains, especially cold storage.

https://www.yumda.com/en/news/1155032/
https://www.yumda.com/en/news/1155032/

