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Subex to sell unit to Netcracker

feBureau

Pangalore, Sept 20: Indian
software product firm Subex
onTuesday said itis selling off
its money losing ‘activation’
business to Neteracker, a sub-
sidiary of the $40-billion NEC
group. By divesting the busi-
pess, thefirmwill beable tore-
port higher profitability and
raise capital to pay off part of
itsdebt, thecompanysaid. The
value of the transaction was
rotdisclosed.

The activation business
consisted of service fulfilment
productssuchas NetProvision-
ing, NetOptimizer and Vector—

productsthatcamefromitsdis-
astrous $164 million acquisi-
tion of Syndesis in 2007. Fund-
ed through $180 million of
foreign currenecy convertible
bond, theacquisition wenthay-
wireduringthe2009slowdown.
Subex has FCCBs worth
$94millionoutstanding now.
The activation business
formed 20% of Subex’s prod-
uctsbusiness in FY11 and was
worth around $15 million.
Since it was hardly profitable,
it had been pulling down the
firm’soverallmargins.
Subash Menon, founder
chairman, MD and CEO of
Subex, said that the firm's core

business had an ebitda of éa
39%. In FY11, the firm had an
overallebitdaof 33%. Aspartof
thedeal, around 100 Subex em-
ployees will be shifted to Net-
cracker. Thedeal isexpected to
closebytheendof thismonth.
Subex said that post the di-
vestment, itwould beabletofo-
cus better on its core business
of revenue assurance, frand
management, partner settle-
ment, data integrity manage-
ment solutions as well as the
managed services business,
which is seeing traction
among cash-crunched telcos
eversince thefinancial crisis.
“We are going back to our

original script. We focused on
our core business prior to 2007
and did very well. This deci-
sion and the renewed focus
will enable us in growing our
revenues with positivegrowth
in ebitda and will make us a
significant force in the indus-
try. hesaid.

Menon estimates the ad-
dressablemarketsizeforitsre-
maining business — which it
calls business optimisation
products and services —to be
about $1.56 billion in 2011. The
market is growing at 12% and
Subex wants to beat the mar-
ketbygrowingat20%, thereby
gainingshare.



