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TH Global Capital Market Wrap-Up: India

= India’s M&A market is pushing toward a recurring US $100 bn annual run-rate, as digital data rooms and DPDP-driven
compliance reshape deal execution economics

= Alis shifting from experimentation to strategic infrastructure, with Sarvam Al’s near-unicorn raise and education-budget
allocations for Centres of Excellence seeding domestic model and talent pipelines

= Fintech remains a global bright spot: India’s 87% consumer adoption, coupled with regulatory fragmentation risks, is forcing
frameworks that balance innovation, cross-border scalability and systemic stability

= Budget 2026’s data-centre incentives and long-dated tax holidays aim to convert India’s data-rich status into physical Al
infrastructure, targeting USD 90 billion of pledged investments

= Deep-tech and IP-heavy startups are moving centre stage, with funds like Ideaspring backing semiconductors, quantum and
Al infrastructure rather than copycat consumer apps

= Alis increasingly embedded in industry workflows, from API-led banking modernization at Karnataka Bank to Al-native

marketing platforms like Skill Metaverse creating sustained demand for IT services and BPM partners

Select IT & BPO Services M&A Activity in India: March 2026
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TH Global Capital Director’s Column: Abhishek Vaish

India IT Services: When Your biggest Client is Your Own Base

India’s US $283 bn IT services industry is entering an unusual phase where the next leg of growth comes from disrupting itself.
For an India-based investment-banking director, the story is less about generic digitisation and more about who can monetise
this internal arbitrage at scale

The first fault line is Al-native automation aimed squarely at legacy ADM and migration work. Emergent, a no-code Al startup,
has raised US $70 mn led by SoftBank Vision Fund and Khosla Ventures, hitting US $50 mn ARR and 5 million users in just seven
months. This is not another horizontal Saa$ play; the model is to let non-technical users ship production-grade applications,
compressing the labour-intensive layers on which traditional offshore practices were built. Al-first startups are now explicitly
positioned to transform the 283-billion-dollar IT services base by automating applications and boosting margins, effectively
providing both a disruption map and an M&A target list

The second shift is fiscal: New Delhi is subsidising the stack that makes this automation exportable. Union Budget 2026 offers a
zero-tax holiday through 2047 for foreign cloud providers selling services abroad, provided workloads run from Indian data
centres, with an ambition to attract US $200 bn of investment. NVIDIA’s endorsement and committed capex from Google (US
$15 bn), Microsoft (US $17.5 bn dollars) and Amazon (US $35 bn) anchor India as a high-density Al and data-centre hub rather
than just a low-cost delivery location. That changes the profile of targets: infra-ops, Al-ops and managed platform players with
India-resident capacity become more strategic than pure-play body-shopping vendors

India IT & BPO: Al Arbitrage Triangle

Al-Native Disruption
Emergent: $70M raised, $50M ARR, 5M users in 7 month

Al-first firms automate legacy migration, development, maintenance

IMPACT: Margin compression, Al IP/tuck-in targets

Fiscal and Infra Stack

Zero tax on foreign cloud exports Capital Markets & Deep Tech

until 2047. Bankers: hunt assets at intersection of Al,

Target: US $200 bn data-centre and infra, regulated flows.

Alinfra investment US $283 Bn CXOs: re-allocate from body-shopping to
Google US $15 bn, Microsoft $17.5 ndioliTSevice platform and ops deals

Industry
Bn, Amazon 535 Bn Founders: design for India-resident infra

IMPACT: India-resident infra-ops, Al- and eventual listing

ops, managed platforms

The third axis is capital-markets signalling. Fractal Analytics closed an IPO valuation of about X144.5 billion (roughly 1.6 billion
dollars), positioned as India’s first pure-play Al-focused listed firm, with proceeds earmarked for generative-Al R&D and
expansion. PhonePe, already processing close to 10 billion UPI transactions worth over 212 lakh crore every month, has SEBI
approval for a US $15 bn fintech IPO. Alongside this, the government’s new “deep tech” definition allows IP-heavy startups to
retain that status for up to 20 years with turnover up to X300 crore, acknowledging longer payback cycles..

For IT services and BPO dealmaking, this triangulation matters. The most attractive assets over the next 24—-36 months are likely
to be those that (a) use Al to eat into traditional ADM/BPO cost pools, (b) are architected on India-resident, tax-advantaged
cloud and data-centre infrastructure, and (c) sit close to regulated, high-volume transaction flows where public-market
validation is now visible.
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