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Disclaimer

All information, ideas, views, opinions, estimates, advice, suggestions and recommendations (hereinafter ‘content’) in this p  ublication should not be
understood as professional advice in any manner or interpreted as policies, objectives, opinions or suggestions of EY India. Readers are advised to use
their discretion and seek professional advice before taking any action or decision based on the contents of this publication. ~ The content in this publication
has been obtained or derived from sources believed by EY India to be reliable, but EY India does not represent this informati on to be accurate or
complete. EY India does not assume any responsibility and disclaims any liability for any loss, damages caused due to any rea son whatsoever, towards any
person (natural or legal) who uses this publication.

The scope of this report and all data presented herewith covers the Indian transaction landscape, the evolution of Operationa | Due Diligence and
Operational Due Diligence as a value creation bridge.

The photographs and/or drawings in this document are for illustration purposes only. All data should be used as a guide only and is not d.

All rights are reserved and the same can be shared or used only after obtaining prior written approval from the authorized pe  rsonnel of EY India.
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Foreword

India’s private equity (PE) and Mergers and Acquisitions
(M&A) landscape is undergoing a significant evolution,
driven by a stable macroeconomic environment, a long -term
uptrend in Gross Domestic Product (GDP) growth, and
sustained investment activity. As deal flow increasingly

shifts toward mid- market and control -oriented transactions,
investors are prioritizing execution certainty and tangible
value realisation.

This evolution has transformed Operational Due Diligence
(ODD) from a traditional, confirmatory, risk -focused exercise
into a strategic value creation tool. Today, ODD serves as an
early blueprint for assessing execution readiness, validating
scalability, pressure -testing cost and capital assumptions,
and identifying actionable value creation levers —before
capital is deployed. These insights are now"nﬂuencing
valuation, pricing, investment committee discussions and
post-close priorities, effectively bridging the gap between
investment thesis and execution reality.

In the competitive world of buyouts, operational diligence
has emerged as a critical differentiator at entry. It enables
investors to translate strategic intent into executable value
creation agendas, establish competitive advantage early in
the lifecycle, and drive better outcomes through faster
execution and more credible equity stories at exit. EY-
Parthenon has been at the forefront of these trends, helping
buyout fund clients evaluate, assess, plan, and execute their
investment thesis through Commercial Due Diligence (CDD),
ODD and postdeal value creation offerings.

Further, ODD is no longer carried out in isolation or focused
only on narrow -based operational aspects. Instead, buyers
are actively engaging advisors to conduct ODD as part of
integrated diligence, leveraging and overlaying insights from
other diligences with coordinated delivery across multiple
workstreams (commercial, finance, tax, tech). This
inteﬁated approach delivers advantages over “isolated”
diligence by enabling deeper insights at a faster pace,
improving coordination across workstreams, reducing
redundancies and ensuring consistency.

Finally, we foresee a shift towards greater use of Atrtificial
Intelligence (Al), with use cases spanning agentic solutions
and Al-driven insights focused on delivering more strategic
outcomes across the deal lifecycle. Diligence practitioners;
together with buyers, will increasingly leverage Al to enable
faster and more complex deal -making, unlocking higher
value potential in every transaction.

India leader
EY-Parthenon
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Key insights
Control, capability and conviction are
redefining deals and the nature of operational

diligence in India
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With strong economic growth and steady transaction momentum in India, Operational Due

Diligence is evolving in both scale and sophistication.

1.5x 50-60%
growth in advanced manufacturing of buyers have favored control -
and other sector deals, leading to stake deals over the past two to
growth in operational diligence three years, up from a historical
40-45%.

90%

of funds have undertaken
Operational Due Diligence in 25% to
100% of their total deals

Forward-looking operations due diligence insights shape valuation and pricing
assumptions; reinforcing its role as a source of competitive advantage and improved value

realization at exit.

70% 90%
majority of Operational Due PE and M&A leaders find significant
Diligence undertaken have had a benefit in conducting diligences to

value creation focus enhance post -deal outcomes

84%

Of the Indian business leaders
believe returns from Al investments
have exceeded expectations
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Shape the future
with confidence

Investment Banker
In 2025

A leadership position retained for

20+ consecutive years
(across league tables)

f *On deal count: Mergermarket, LSEG, Bloomberg, VCC
f *On deal value: Bloomberg, VCC
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India’s resilient, multi-

engine economy

Domestic demand, sectoral diversification and
technology underpin sustained growth in India

Resilient growth anchored in consumption
and investment

India sustained GDP growth of 6.5% to 8.0% through FY23 —
FY261, reaffirming its position as the fastest -growing
major economy.

Despite global tightening, geopolitical uncertainty and
Rupee depreciation against the dollar , the economy
remained resilient, supported by strong domestic demand.

Exports reached a record high in FY25, further
underscoring India’s attractiveness as an investment
destination.

Services and manufacturing as co-drivers
of growth

Structural reforms such as Goods and Service Tax (GST)
rationalization, interest rate cuts, improvements in the '
ease of doing business and rapid digitalization have
strengthened consumption, investment and overall
momentum.

India remains a services-led economy, contributing ~55% of
the output. Service exports reached an all -time high of over
US$340 billion in FY25, led by Information Technology/
Information Technology Enabled Services (IT/ITES).

The manufacturing and construction sectors continue to

gain traction, supported by initiatives such as Make in India,
Production Linked Incentive (PLI) Scheme and sustained
capital expenditure.

GDP growth rate India (%) FY 23 -25

0
7.2% 8.2% 6.5% 7.2%

FY23 FY25

India’s average GDP growth rate (FY23-26) as compared
to other developed economies

_____________

FY24 FY26

_______________________________________________

Sector -wise contribution to economic output
I

& &

1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
. and construction  and allied |
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1

Services? Manufacturing ~ Agriculture
Contribution ~55% ~27% ~18%
to economic

output
Growth — ~850  ~7.5% ~3%
(FY23-25)

With GST 2.0 reforms boosting domestic demand and trade diversification efforts, India is well positioned to
sustain its growth momentum. Strategic investments in technology and targeted policy measures will be key to

long-term economic gains.

DK Srivastava
EYP Economic advisor

Technology as a foundational growth
engine

India’s digital economy is projected to account for
approximately 20% of GDP by 2029. Technology
functions as economic infrastructure, enhancing
scalability, reducing friction, and improving integration
across consumption, enterprise activity and supply
chains.

1Estimate for FY26 by the IMF,
2Excludes FY 23 growth for EU

~US$500-600Db

Estimated productivity gains added to the Indian
economy by 2035 through accelerated Al adoption

Future of operational diligence
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Indian transactions landscape
Mid-market, control -led, operations -intensive
transactions shape India’s deal landscape

India remains among the most resilient deal markets
globally. Annual deal value rose 11% over three
years, reflecting sustained capital and investor
confidence.

Both PE and strategic M&A rebounded through 2023 —
25, supported by stable macro conditions, strong
public markets and healthy corporate balance sheets.

Shift towards mid-market, control -led
transactions

In India, private equity accounts for a smaller share of
total M&A deal value than corporates, while deal
volumes are similar . This points to a growing
concentration of mid -market , execution-heavy deals.

Investors are favoring control buyouts and majority
investments to gain greater influence over execution,
capital allocation, and value creation amid prolonged
holding periods and tighter return expectations.

PE deal values are likely to increase as control -led
transactions gain share, in line with patterns
witnessed in developed economies.

As control -oriented investments become more
prevalent, investors are increasingly explicit about
value creation at entry, making operational execution
central to the investment thesis.

Increasing deal activity across sectors

Deal activity in advanced manufacturing,
automotive, infrastructure, consumer and
healthcare has grown in the last three years. These
assets are operations led and require diligence on
capacity, capex, cost, supply chains, scalability.

As the economy matures, technology and financial
services is expected to gain momentum, with value
driven by platform scaling, operating leverage and
execution.

In this context, robust operational analysis and
diligence are increasingly critical to buyer decisions
and post deal value delivery.

1Data considered for 2025 is up to November month

Total deal value ( US$b)

Controlling
62% 59% 61% stake
deals %
191

2023 2024 20251

BreE M Corporate

Total deal volumes

2,947

2023 2024 20251

Sectoral deal count

3,509 Growth
3,082 (2023- 25)
2,731 1,200 o
1,060 X
776
1.6x
782
211
205 1.4x
0.8x
2023 2024 20251

Automotive, manufacturing, infrastructure
™ consumer healthcare

Financial services
I Technology, media and telecom
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Advised Advised

Access Healthcare ITD Cementation
Services India

Fundraise from Stake sale to

New Mountain : ;
Capital - Adani Group

US$1,400m US$685m

el e i

Advised
iD Fresh Foods
Stake sale to

Apax Partners

US$170m

f *On deal count: Mergermarket , LSEG, Bloomberg, VCC
f *On deal value: Bloomberg, VCC
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Evolution of Operational
Due Diligence




Key sectoral scope

Sectoral dynamics that shape diligence

Operational Due Diligence is evolving to cover traditional

assessments, along with sector -specific nuances

As deal activity expands across manufacturing, healthcare, technology and financial services, operational diligence is
increasingly emerging as a core lens to understand how businesses operate across sectors, extending well beyond
traditional sectors. The scope of Operational Due Diligence continues to evolve in line with deal thesis and sector -specific
priorities, rather than following a standardized approach.

Advanced
manufacturing and
mobility

Supply chain resilience

Manufacturing moat

Labor skill and industrial
relations

Consumer Financial Technology, media
healthcare services and telecom
. Risk management and Data security and
Regulatory compliance .
controls compliance
Talent availability and Licensing Contract marain orofilin
dependency (RBI/SBI/IRDAI) gin profiiing
Technology and process Internal processes

PRSI EY scalability (delivery/talent, etc.)

Select Operational Due Diligence coverage areas across sectors that have been the key

focus in the last few quarters

Advanced
manufacturing
and mobility

Consumer
healthcare

Financial
SEEES

Technology
media & telecom

f Supply chain resilience : Exposure to global input volatility, supplier
concentration, alternate sourcing and substitution readiness

f Manufacturing moat defensibility: Proprietary designs, certifications, switching
costs, process know-how, barriers to replication

f Regulatory compliance and quality systems : Product approvals, audits, recalls,
compliance maturity

f Consumer trust and redressal systems : Labeling accuracy, claims substitution,
grievance redressal, recall preparedness

f Risk management and underwriting : Credit models, risk appetite frameworks,
portfolio stress testing, early warning systems

f Process controls and governance : Internal controls, fraud prevention, data
integrity, audit trails

f Contract analysis : Types of contracts (Fixed price and time -and-material),
utilization metrics, total cost of ownership (TCO), margins

f Talent supply chain transformation : Demand forecasting, supply planning,
employee profiling, talent matching, upskilling requirements

Future of operational diligence
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Expanding role of operational diligence
Execution-led deals are reshaping how operational risks
and execution readiness are assessed

Why Operational Due Diligence matters more in India

India’s deal landscape is increasingly skewed toward mid- market, control -

oriented transactions, where competition is intense and differentiation at 90%
entry is critical. Execution certainty has therefore become central  to

investment conviction.

Operational Due Diligence is now more heavily used to assess

organizational readiness, scalability and delivery feasibility ~ , evolving

from a confirmatory, risk -focused exercise into a strategic
value-creation tool.

% of PE professionals have
undertaken operational
diligence in >25% of total deals

ODD focus is expanding beyond risk identification

@) [opNe)
oVO o M

Traditional operational diligence » Contemporary operational diligence

f Focused on risk and red flags [ Deeper, cross-functional analysis

[ Focused on execution readiness by

[ Short, standalone assessment .
evaluating people, processes, systems

[ Limited linkage to post- close execution f Holistic view directly supports Day -1 and

execution plans

The scope and duration of ODD have expanded,
indicating a stronger emphasis on a holistic viewpoint:

f Operational Due Diligence now covers three core areas: risk

identification, value creation and valuation impact , strengthening In a recent transaction. a PE investor

Page 18 Future of operational diligence

confidence in underwriting and execution.

f Operational Due Diligence timelines have expanded from two to
three weeks to five to six weeks , reflecting a broader scope and
deeper focus on execution readiness.

f Funds increasingly use diligence to assess organizational strength
and agility across people, processes and systems.

f ODDis also increasingly used to identify the people capabilities
required for current and future roles . This supports overall
succession readiness.

f Environmental, Social and Governance (ESG) assessments are
increasingly embedded into diligences to evaluate sustainability
risks alongside operational and value creation levers.

emerged as the preferred bidder
despite competitive interest due to a
higher valuation for the target’s
business, which was supported by a
holistic, value -focused diligence
exercise. The investor was able to
identify and quantify actionable value
levers across operations, enabling
greater conviction on forward -looking
optimization potential.




Growing focus on capital and supply discipline
Contemporary ODD is evolving amid rising supply chain
complexity and capital intensity

India’s transaction landscape is increasingly influenced by
global supply-chain realignment and rising capital intensity in
manufacturing and infrastructure. China+1 dynamics,
localization requirements, and sustained public and private
capex have heightened the importance of supply continuity,
asset productivity and disciplined capital deployment  in deal
assessment.

As a result, investors are looking beyond headline growth to
evaluate how resilient and scalable operating models are
amid disruption .

Supply chain
resilience
assessment

In a recent transaction, we supported a leading consumer
durables player to assess supply risk, regulatory exposure
and localization pathways.

Impact delivered

Supply-chain resilience and capex validation have
become priority diligence themes, with investors
expanding operational diligence beyond baseline risk
review to test s calability, localization feasibility and
capex sufficiency . This shift is most pronounced in
mid-market and control -oriented deals, where execution
risk and capital misallocation can materially impact early
post-close

value delivery.

Capex
validation and

adequacy
analysis

In a deal involving a polymer bath fittings and faucets
manufacturer , diligence scope included bottom -up capex
assessment, utilization diagnostics and asset productivity
analysis.

[ Assessed exposure to Bureau of Indian Standards
(BIS) actions affecting imported suppliers.

f Identified high-risk components and suppliers
quantified localization gaps and validated capex
required to support future growth and mitigate
disruption risks.

f  Assessed local versus global supplier concentration
and scalability of key vendors to mitigate supply
disruption risks.

f  Provided actionable insights to strengthen supply
resilience and inform deal decision -making.

f  Reviewed historical and projected capex to
distinguish replacement versus growth
requirements.

f  Validated capex sufficiency against infrastructure
constraints and future demand scenarios, enabling
the investor to re -phase and postpone non -critical
capex while protecting growth capacity.

f  Identified improvement opportunities in production
planning, quality, maintenance and inventory
management.

Future of operational diligence | Pagel9



Constraints to confidence
The growing need for speed, objectivity and certainty is
driving support from external advisors in ODD

Majority of funds take the help of an external Top three challenges faced by buyers
advisor in their ODD engagements while conducting ODD

As diligence timelines compress and execution
expectations rise, internal teams increasingly face
structural constraints. Sector/function expertise

% of senior PE professionals have worked with
external advisors

Resource bandwidth

Time constraints

OO

82%
As Operational Due Diligence priorities evolve, buyers
are actively engaging with external advisors to help
AL them:
r I f Overcome execution-related challenges through tried
Hybrid External Internal and tested sector and functional expertise
(Internal+External) advisor team f Strengthen buyers’ internal teams, enabling deeper

18% analysis within compressed timelines
0 ()

f Combine objective, cross-deal insight with dedicated
execution capacity to pressure test assumptions and
provide early clarity on execution priorities, supporting
more confident investment decisions

Buyers are increasingly adopting a hybrid diligence model where a sizeable internal team works alongside external
advisors to combine contextual insight with objective assessment, strengthen internal thesis ownership, and drive better
execution alignment across investment, operating and portfolio teams.

In our survey, 55% of PE professionalsindicated a preference for a hybrid operational diligence model.

Furthermore, buyers are now predominantly looking for a one -stop solution —an integrated diligence approach across
multiple streams to reduce redundancies along with achieving consistent diligence exercises with consistent insights.
ODDs are no longer looked at in isolation, rather as part of an integrated approach targeted towards seamless
coordination with one advisor.

We have internal teams for specific functions such as technology,
finance, Human Resource (HR); we engage consultants for all other
areas where our in-house expertise is lacking.

PE leader of an investment team at
a prominent fund
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Operational Due Diligence
as a value creation bridge




ODD through a value -creation lens
ODD anchors value creation strategies by defining clear,
sequenced, execution-ready initiatives

Investors are framing ODD around value creation

Contemporary ODD turns diligence insights into an actionable value

creation blueprint by prioritizing initiatives and sequencing them

over the holding period to give investors clear execution direction.

As a result, buyers are increasingly adopting value creation -
focused ODD.

2 out of 3 operational
diligences in the past two the
three years were focused on
value creation

We view operational diligence beyond capacity or capex
assessment and more as a holistic evaluation of people,
process, systems to assess the organizational strength
and agility as an anchor to the investment thesis.

PE leader —
investment team

From insight to action: The impact of value
creation-focused ODD

0 % PE practitioners believe value
90 /0 creation- focused ODDs are beneficial

for executing Day 1 -100 plans

Value creation -focused ODD has the greatest impact where it
directly shapes investment decisions early by:

f Translating the thesis into executable initiatives
f ldentifying near -term post- close levers
f Sequencing initiatives by feasibility and impact

f Aligning deal, operating and portfolio teams before Day 1

OlGES

For a consumer business, the right to win
in regions with limited presence was
determined by cost competitiveness,
driven by efficiency and productivity. The
diligence identified meaningful upside in
gross margins and helped underwrite the
company’s cost advantage, providing
confidence in its ability to sustain
competitive product pricing.

Key value creation areas in recent
engagements:

[ Raw material substitution and input mix
optimisation

[ Packaging material value engineering
potential to improve material margins

[ Fuel and energy mix flexibility to reduce
conversion cost volatility

Top outcomes of value creation-
focused ODD

) Better investment thesis

A

Impacted valuation discussion

Easier to plan post deal value
creation

Others (early view on value
creation levers, operational risks
etc.)

b

Future of operational diligence
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