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India In Numbers: Why It Delivers?




Did Investors Bet On The Wrong Horse?

In 2007, China had a nominal GDP of about EPS Growth . . Price growth . .
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USD 3.5 trillion. The Chinese promise was (CAGR) MSClIndia MSCI China (CAGR)

economic growth of the scale and size that has 3 Year 19% -9, 3 Year 18% _19%
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do? It delivered the fastest pace of GDP and per > Year 10% ~>% car ° /7

capita income growth that the world has ever 10 Year 8% -4% 10 Year 14% 2%

seen. This is where India is today. 15 Year 79, 29 15 Vear 159% 49

There is, however, a sharp contrast between 20 Year 11% 5% 20 Year 15% 7%

how these two Asian giants have performed for

the investors. China with the miraculous
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I —— Source: DSP, Bloomberg, Data as of Apr 2024. Indices taken for countries are Nifty 500, S&P 500, Hang Seng Index, DAX Index, FTSE 100, Nikkei Index. All indices are total return Indices




What Has Contributed To Corporate Profit Growth In India?

Profit contribution in last 10 years

9.3%

India has now become the second biggest
equity market in Emerging Markets. India’s
share in emerging markets has increased from
7.8% in 2020 to 17.7% at present. This 8.6% 0.6% 0.0% 0.1%
substantial growth is primarily attributed to the
increased profitability of companies, surpassing
their pre-COVID growth rates, and to consistent
performance of equity indices.

Revenue Margin Finance Cost Tax Cost Net Profit
What contributed to healthy levels of profit for
corporate India? Data for NSE 500 Index companies in local currency
A growing topline and stable profit margins for
Indian companies and a relatively stable Profit contribution in last 20 years
financial and tax regimen. The effect is a
12.2%

double-digit Net Income/Profit Growth at a
broad level over the last 20 years.

A deeper analysis reveals that this feat was 12.6%
achieved through enhanced capacity utilization -0.3% 0.0% 0.0%
and increased capital expenditure, which
propelled revenue growth and consequently,
profit growth.
Revenue Margin Finance Cost Tax Cost Net Profit

Positive Contribution to Profits =~ I Negative Contribution to Profits
DSP Source: Bloomberg. Data as of Apr 2024. The data is of Nifty 500 companies.




India: A Trillion Dollar of Annual Investments

Over the past 30 years, China, with a CAGR of
14%, stands as the sole nation to have
surpassed India's 8% GFCF growth. Fueled by
cheap domestic credit, Chinese growth
contrasts with India in one aspect: Indian
growth has come with higher return on equity.

India has come out of an investment winter.
The investment to GDP ratio (measured as
gross fixed capital formation to GDP) peaked in
2011 and remained low until the COVID-led
disruption upended the supply chains. Post
COVID recovery and a large push through
government expenditure, the investments are
making a come back.

Over the last seven and a half decades, S14trn
has been spent on investments since
independence. India has spent S8trn on new
investments over the last 10 years.

What does this mean?

The size of India’s annual investments is
becoming large enough for it to get your
immediate attention.

DSP

Gross Fixed Capital Formation in current US Dollars by country

1990 1995 2000 2005 2010 2015 2020 2023 CAGR
1697 4656 6240 8006 14.4%
1251 2674 4.7%

433 609 450 901 1303 1110 1289
297 321 395 543 664 672 837 1087 -0.1%
258 243 297 479 585 m 728 979 6.3%
148 238 294 447 557 524 616 620 2.3%
129 111 146 m 399 509 471 531 2.2%
95 92 122 256 379 371 384 490 4.1%
86 91 108 188 330 354 322 434 3.3%
84 83 44 136 311 281 301 416 4.9%

|:| India China Russia France United Kingdom
Australia Canada Japan Germany - United States

Source: World Development Indicators, Bloomberg, DSP; Data as of Apr 2024




Indian Economy Dancing On Its Own Tune

March 2023
While the global economic landscape has been [ Indi
a bit wobbly, India has remained a steady ship = ndia
in choppy waters. The economic growth has %}, >4 RUsSia
been consistently strong with corporate top = USA
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a slowdown in their manufacturing sector or = Germany
services, or both. India, over the past year, has 43 50 52 >4 >6 >3 60
seen a consistent growth in economic output Services PMI

and business sentiment.

Its divergent economic trends has long been an 60 March 2024
outcome ‘in-waiting’, though never realized. _ India
But over the last one year, India has shown a QE_ 55 O Russia
consistency which is probably the first evidence » USA China Brazil
suggesting that India’s economic and A= 50 Canada O™ O
businesses cycle can withstand global 2 Swit%srland UK Sweden O Japan
turbulence of manageable magnitude. E O AustrCaDIia
= 45 France Eurozone

The reason? © Germany
A stable external situation. Read ahead. 2 40

45 47 49 51 53 55 57 59 61

Services PMI

DSP Source: Bloomberg, DSP; Data as of Apr 2024
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India’s Oil Troubles Are Becoming Smaller, Manageable

As the size of India's economy, the GDP, rises,
the magnitude of India's oil problem (chronic

oil trade deficit) is becoming smaller. Balance of Payment Components FY15 to V15
(USD, Billions) FY12 (avg)

Whenever Qil has hit $100, India’s Qil trade
deficit has risen to 50% share of India’s
Merchandise trade deficit and consumed Current Account -78 -67 -56 -27 -32 -88 -78
nearly all of Services surplus and remittances. Merchandise 2240 265 170 145 148 196 -190
Now, even at $100 Qil, Remittances alone can
balance Oil deficit. Oil Trade Deficit -96 -112 -96 -81 -102 -103 -99
In fact. Services + Remittance can balance Oil Trade Deficit (as a % of GDP) 2.7% -3.3% -5.1% -4.0% -5.5% -5.6% -5.4%
India’s .merchandise tra.de deficit ngarly fully if Services 162 143 70 77 73 65 64
Crude is at S80 and Indian electronic exports
keep pace with the recent upsurge. Services net Remittance 103 101 65 66 65 64 63

. . .
exports and remittances are growing at 6% Services + Remittance 265 244 134 142 138 129 128

CAGR in US Dollar terms. This is one of the best
SRIBR-{(OWVIGN IR el RSO A AURUIAVlIC Al  Services + Remittanceasa % of GDP  7.5%  7.2% 7.1% 7.0% 7.4% 7.0% 7.0%

The big question: What could be the impact on Current Account Balance asa % of GDP -2.2% -2.0% -3.7% -1.4% -1.8% -5.7% -5.7%
the Indian Rupee? Is there a possibility of the

Indian Rupee depreciation slowing? %©00 What could cause India's current account to turn into a surplus is S60 crude or lower, a steady pace of

= growth in India's services exports (5% CAGR), along with a rise in India's electronic goods exports to $40

At $140 or higher Oil, Indian economy will slip g = > billion, from FY23 total of S24Bn, over the next 5 years. For now, we are far from this goldilocks scenario.
back into trouble.

DSP Source: CMIE, Bloomberg, DSP; Data as of Apr 2024




Indian Equities Have Discounted ‘The Best Case’?

India Among The Most Expensive Markets Globally

30
Trailing Twelve Month Price to Earnings Ratio 23 23 24 27
' bo 18 19 19
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Can this continue? The Most Expensive Markets Which Aren’t The Most
It’s hard to say whether India will continue its Profitable Are Vulnerable To A Wobbly Global Growth
performance, thus commanding such high 18
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Indian Banking Sector: In Good Financial Health & At Attractive Valuations

All time low NNPA ratio for Banks is a source of comfort. The Slippages are declining indicating continuation of asset quality
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12% absorb potential losses, if & when they occur. 80% 6,000 6%

4,500
60% 4%
8% 3,000
1 |I| TR
| o & v s
0% I I ! I ! 0% & ® <<*\’ «*'\’ << <Z*\' << «*W & L
% O \ O ©
& & FEEEPTEEETE @“’ mSlippages (INR b) =Slippages % (RHS)
EGNPA% EBNNPA% ==PCR% (RHS)
A relatively higher increase in credit as compared to deposit, is
Nifty Private Bank (% stocks below its 10 year PB ratio) translating into a higher Credit-Deposit Ratio
20 ‘ ™ 80
20% l | 78
0 : i
70% 60% 15 | 76
I
50% 0 | 1 74
I
30% " 172
10(y 5 ] l-ll_llllllll g e S E——— ,/ 70
(0
S R e I T - T I~ N T - I I S A N
< N T T S O S~ S SV B SR S o Y o > o > o > o
© @ O O o O © O ® v S T = © 5 O 235 © ¥ v v ¥
>S o = 0 <« 0O 5 =z s Ao 5 - - I S

Deposits Growth- LHS BCredit Growth- LHS =Credit Deposit Ratio- RHS

DSP Source: DSP, CMIE, Investec. Data as of Apr 2024




Did You Know?

* India's services exports have more than doubled in the past 18 years, with a Compound

Annual Growth Rate (CAGR) of ~“11% since 2005. This growth rate is nearly double the
global average.

* India's share in global services exports has more than doubled, going from under 2% in
2005 t0 4.6% in 2023.

* Indian Software exports-oriented IT&ES sector firms are one of the most profitable in the
world and have outperformed the Nasdaqg-100 in the 215t century.

DSP Source: UNCTAD, Bloomberg, DSP Data as on end 2023




Disclaimer

In this material DSP Asset Managers Pvt. Ltd. (the AMC) has used information that is publicly available, including information developed
in-house. Information gathered and used in this material is believed to be from reliable sources. The AMC however does not warrant the
accuracy, reasonableness and / or completeness of any information. The above data/ statistics are given only for illustration purpose. The
recipient(s) before acting on any information herein should make his/ their own investigation and seek appropriate professional advice.
This is a generic update; it shall not constitute any offer to sell or solicitation of an offer to buy units of any of the Schemes of the DSP
Mutual Fund. The data/ statistics are given to explain general market trends in the securities market and should not be construed as any
research report/ recommendation. We have included statements/ opinions/ recommendations in this document which contain words or
phrases such as “will”, “expect”, “should”, “believe” and similar expressions or variations of such expressions that are “forward looking
statements”. Actual results may differ materially from those suggested by the forward looking statements due to risks or uncertainties
associated with our expectations with respect to, but not limited to, exposure to market risks, general economic and political conditions
in India and other countries globally, which have an impact on our services and/ or investments, the monetary and interest policies of

India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange rates, equity prices or other rates or prices etc.

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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