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India, an economic powerhouse in the making
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Source : Morgan Stanley, Sundaram Asset Management

GDP, YoY (%)

Indian economy chugging along fine

High-Frequency Indicators
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PMis remain firmly on an expansionary zone
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Source : Morgan Stanley, Sundaram Asset Management

SUNDARAM ASSET MANAGEMENT

Singapore



RBI currently on a pause, inflation moving lower

RBI and Fed policy rates over the years (%)

Inflation over the years (%)

10 9.0% ——Headline CPl ——Core CPI
9 8.0%
8
. 7.0%
6 6.0%
5 5.0%
4 4.0%
3 3.0%
2
1 2.0%
0 1.0%
-l N MO < 1N O N 0 O O = &N NN T I O N OO OO O = N ™M
S92 22298 0Fdd g g ddd o dd A 0.0%
Q QO QO QO O QO O O O O O O O O O O O O O o o o Qo
= - - - - - - - - - - - - - - - - - - - - T T 2o e AT TR TROSTTR Y
T 5 0o 9 ® 5 9 O O 5 @ O ©® 5 @ O O 5 @ O ©
e Fed =—RBI S S wvw0OS-Sunw0O3I =" uw0oSSuvo S-S unwo 3

» Recent Monetary Policy Meeting witnessed a pause in rate hike for the

* Inflation eases to 4.9% in March post a brief rise in previous
seventh consecutive time.

months.
RBI has raised rates by 250bps since May 2022, 50% of the 500bps delivered .
by the Fed.

Source : Bloomberg, Morgan Stanley, UBS, Sundaram Asset Management

Headline inflation tracking lower recently due to fuel price cuts

and slowing food prices.
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Easing trade deficit, rising services exports ease rupee pressure

1-Year Performance of Currencies Balance of Payments (% of GDP)
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Gross Service Exports, 12M trailing sum FX Reserves of the Central Bank (RBI)
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Source : UBS, Morgan Stanley, Macquarie, Bloomberg, Sundaram Asset Management
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India is clearly the fastest growing economy amongst the large economies

2023E 2024E 2025E

India 8.0 7.0 7.0
China 5.2 4.9 4.6
Brazil 2.9 2.0 2.2
Indonesia 5 4.9 5.1
Korea 1.3 2.3 2.1
Taiwan 1.3 3.8 3.1
Thailand 1.9 2.4 34
Germany 0.0 0.3 0.8
UK 0.1 0.2 1.5
us 2.5 2.3 1.4
EM 4.6 4.3 4.3
DM 1.7 1.7 1.5
Global 3.3 3.1 3.1

Source : UBS, Sundaram Asset Management
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Ranking

Top 10 economies in size as measured by nominal GDP in USD

From 10% largest to the 3 largest in just over 15 years

—
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US ($15.6trn)
China ($7.5trn)
Japan ($6.2trn)

Germany ($3.7tn)
France ($2.9fn)

UK ($2.7n)
Brazil ($2.61n)

taly ($2.3tn)

Russia ($2frn)
India ($1.8trn)

2015 2019 2022 2024*

US ($18.2trn) US ($21.4tn) US (525 5tn) US ($27.7trn) US ($31.1tn)
China ($11.1trn) China ($14.3tn) China ($18.1trn) China ($20.91rn) China ($25.71rn)
Japan ($4.41n) Japan ($5.1trn) Japan ($4.2in) Japan ($4.5trn) India ($5.2trn)

Germany ($3.4tn) | Germany ($3.9trn) | Germany ($4.1trn) [ Germany ($4.4frn) | Japan ($5.1fn)
UK ($2.9tn) UK ($2.9tn) India ($3.4trn) India ($4.1trn) | Germany ($4.91n)
France ($2.4trn) India ($2.8trn) UK ($3.1trn) UK (§3.4frn) UK ($4tn)
India ($2.1trn) France ($2.7tn) France ($2.8tn) France ($3trn) France ($3.3tn)
ltaly ($1.8trn) ltaly ($2trn) Russia ($2.2trn) ltaly ($2.2trn) Brazil ($2.6tn)

Brazil (%1.81rn) Brazil ($1.91rn) Canada ($2.1trn) Brazil ($2.2frn) Canada ($2.5tn)

Canada ($1.6rn) | Canada ($1.7trn) ftaly ($21rn) Canada ($2.2frn) ltaly ($2.41rn)

Source: Citi, Sundaram Asset Management Research
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Favourable
Demographics
and Rising
Disposable
Income

Rising Tax
Compliance

Digitalisation

sfF |

Structural growth drivers for India

4

Favourable
Government-led Policies to drive
Infrastructure Manufacturing
Development and Private
Investment
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Deconstructing India’s GDP

Deconstructing India's GDP

Private Consumption

Government Spends

Gross Capital Formation

Exports

Imports

Qthers

Total GDP Industry i Services Debt/ GDP
India $3.5Tn 28% 53% 1.7x

Source : RBI, IMF, Blume Ventures Indus Valley Annual Report 2023
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Youngest Population, Largest addition to working-age population and qualified

Youngest population in the world (Median age, 2020) Largest addition to working age population Largest number of engineers every year (in ‘000)
) Working Age
Thailand _ 40.1 p°p“"2‘8§’$ as of Additions to Working Age Population, People mn 1,500
(2021-2031E)
China 38.4 Africa 774 241(55%)
) ROW 798 107(24%)
Brazil 335
India 940 97 (22%)
[urkey 315 LATAM 443 31(7%)
World 30.9 Indonesia 188 16(4%)
Rest of AXJ 206 5(1%)
India 8.4 Europe 482 --24(-6%) Figures in () indicate share in world working age @ 1} 175} c 1] > b= 5 Q
' China 1011 32 (-7%) population addition = = = % s g k- > @
) ‘ : . ‘ ‘ : - (&) v o —_

 India’s population is one of the youngest in the world, set to account for 22% of the incremental working-age population delta in this decade.

« Indiais also the world’s largest middle-class population, with rising disposable incomes — a structural positive for consumption

Source : Macquarie, Morgan Stanley, Bernstein, Sundaram Asset Management
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Per capita income

$5,242

$1,360 $2,278
2010 2021 -
Median Population Age
254 - 280 = 318
2010 2021 2030
Share of population in
spending age (15-64 years)
64.1% 67.4% 68.4%
2010 7 2021 ™ 2030 \
H
India’s
Consumption
Urbanization drivers
(urban population share)
31% 35% 40%
2010 " 201 " 203 /
Nuclearization
(average household size)
5.0 46 45
e -
2010 2021 2030 -
Organized market share
Retail - 12%
Food Service -33%
Paints —70%

Source : Morgan Stanley, Sundaram Asset Management

\ Internet penetration
8% 47% 65

India’s Consumption Drivers

Consumer Pyramid

Rich and Higher Middle Income HH 39%
Middle Income HH 45%
Lower Middle income HH 13%

Rural/urban income gap
(urban/rural per capita income)
- -

18x 1.4x

/ =
2010 2021 2030

%
2010 ¥ 2001 " 2081

Online shopper penetration
(as a % of internet users)
4% 41% 70%

2010 ¥ 2001 " 2031
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Consumption - India, a hugely underpenetrated market

» 1% of Indians account for 45% of all flights.

» 3% of Indians make up all unique credit card holders. _ .
Only 16% Households in India own all three of TV, AC,

e 26% of Indians invest in mutual funds. Washing Machine, reflecting the low-income levels

Percentage of Households by Ownership / Access

» 8% of Indian households constitute 100% car ownership.

*  6.5% of Indian users account for about 44% of UPI transactions.

5% of Indian users account for 33% of orders placed on Zomato.

2021 Househeolds by Income Distribution 2031 Households by Incoms Distribution
Hevashalds 98B 050
G0 per capila: h‘-‘.m B3

. ey

HHE

Abdrs 13000 L)

Car AC/ Cooler Refrigerator 2W Television Mobile Bank/ PO Account

SOCC- MK

Howtshold incomas, U53

Hauzeheld incoma, USE

£

Source : Blume Ventures Indus Valley Annual Report 2023, NRF, OECD, Morgan Stanley, National Family Health Survey 2019-21, Credit Suisse
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Significant catchup opportunity in consumer durables

India’s durables penetration well below that of China and the US

140 -
120 -
100 -
80 -
60 -
4 -
20 -

0 "

India = China m=US

AC Washing machine  Refrigerator v

*  50% of Indian households own a 2-wheeler, around 40% own a refrigerator.

» Less than 20% own air conditioners and only 8% own passenger cars.

Source : Standard Chartered Bank, Sundaram Asset Management
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Consumption set to accelerate — Demographics and Rising Disposable Income

India is on a pathway to exponential growth

India has crossed the $2k per capita income mark, seen
as an inflection for a jump in discretionary spending

Per capita GDP US$

6500 Per capita GDP to reach $3000
mark by FY26E and $4700 by

200 FY32E* 4792
4500
3500 3,148
2500 2,286
1500
III
oo o
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[ap}
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R

2020 _
2021
2022 N
2023
2024
2025

2026
2027
2029
2030

2031
2032
2034
2035
2036

O 2028

>0

*Assumptions: 12 10 12.3% nominal GD , 3%

depreciation and 1% population growth

growt upee

Source : Spark Capital, Blume Ventures Indus Valley Annual Report 2024, CMIE, Sundaram Asset Management

45%
40%
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30%
25%
20%
15%
10%

5%

0%

SUVs are gaining market share Apple India Sales set to overtake HUL

2% sales (INR bn)
900 800
800
700
29% 600 580 600
500
500
400
0 300
14% 200 1 60
% 100 I
0
l FY20 FY21 FY22 FY23 FY24e
2010 2015 2020 2023

® Apple India = HUL
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India’s Consumption Story Gaining Traction
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8% of Indian
Households
formed the
consuming class

R ——

0.5% of Indian
Households
formed the
consuming class

e

1995-96 2001-02 2005-06 2015-16 2020-21

2011 2019 2023
Income >$10k (mn)

Source : Blume Ventures Indus Valley Annual Report 2024
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India's Capex Cycle has turned
Currently led by Central Government

Tracking Incremental Infrastructure Progress

120 (RsTm) 1 36 = Between F2006-
' F2014
= Between F2015-
10.0 9.5 3.0 771.3 95.7 F2023
8.0 7.4 24
5.9
6.0 1.8
53.7
4.3
4.0 34 1.2
28 34
25 2.6
2.0 28.8
2.0 0.6
4.1
0-0 I T T T T T T T T T T 1 0-0
FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 . . . . .
(RE) (BE) National Highways(th  Broadband subscriber Renewable Railway Route Electrified
km) base(mn) Electricity(GW) (th km)
Capital expenditure (Rs bn) - Central govt. capex (as % of GDP)

Source : Jefferies, Morgan Stanley, Sundaram Asset Management
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Private Sector Capex picking up

85 (%)

Nine key enablers for this: 80

* Proactive Government policies 75

 Deleveraged corporate B/S o NVIEEWYT O\ )

* Healthy financial sector B/S

* Low household debt

 Improved real estate performance

* Improved supply-side govt reforms

 Supply chain diversification

» Improved domestic demand and consumer :z; —— Corporate Debt to GDP
confidence :

55%
* Increase in capacity utilization 50%

45%
40%
35%
30%

Average :

65

60

12
13

< v ©
= =

ec-17

3 g g S b b
S—=aCapacityBtilisationd) S

—— Capacity Utilisation (Tr-4Q moving average)

Dec-09
Dec-10

ec-11
Dec-18
Dec-19
Dec-20
Dec-21
Dec-22
Dec-23

F2000
F2002
F2004
F2006
F2008
F2010
F2012
F2014
F2016
F2018
F2020
F2022
F2024E

Source : Jefferies, Morgan Stanley, Sundaram Asset Management
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Manufacturing starting to respond to supportive policy measures

Indian Manufacturing as % of GDP

PLI outlays approved by Sector
Qutlay, INR bn

Semiconductor and Display Ecosystem m— 7f)
Large-scale Electronics Manufacturers  ne— )5
Auto & Dron Industry  —5) 6
Advanced Chemistry Cells Battery.. e 151
Pharmaceutical Drugs 2.0 mmsmss 15
Telecom & Networking Products - s 12
Food Processing - s 109
3,000 (Rs bn) 2,782 Textiles 106,83

o

10.5%

1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

2,500 IT Hardware Products mem 7325
2,000 Phamaceutical Drugs(KSMAP!) mem 694
1,500 Specially Steel mem 632
S m &
502 — T . - Neical Devioss m 312
FY22 FY23 FY24E FY25E FY26E Speciied Electronics Component.. i 2t

® PLI linked Corporate capex

0 200 400 600 800

Source : Blume Ventures Indus Valley Annual Report 2023 and 2024, Haver Analytics, Breakout Capital, IMF, UNSTD, Morgan Stanley, Sundaram Asset Management
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Policy measures adding renewed thrust to manufacturing

Corporate Tax Rates are also

converging to lower levels

Base Corporate Tax Rate

30%

P wewen
o m
I uemel

I ePoque)

P ersferen
S
I eiseucpu
P U
I ysepIetueg
TS
I st

25%
20%
15%
10%
5%
0%

Source : Morgan Stanley, Sundaram Asset Management
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Policy measures resulting in better tax compliance — GST

GST (Indirect Tax) Base (in Million) PAN Cards Allotted (Direct Tax) (in Million)
16 14.5 800 747
14 700 677
12 600
10 500 446
8 400 379
6 300
4 200
2 100 28
0 0 | |
Mid-2017 Mar-24 FY14 FY18 FY19 FY23 FY24
Income Tax Filers (Million)
90 82
80 70 74
70 63
60
50 40
40
30
20
10
0

FY15 FY21 FY22 FY23 IMFY24

Source : Blume Ventures Indus Valley Annual Report 2023, CBDT, Hindu, Live Mint
ET
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Digitalization throwing up new areas of growth and financial inclusiveness

India's Digital Funnel (Mn) CHART FOCUS: Indian has witnessed a rapid pickup in digitisation
Digital Transactions, % of GDP
.................. 80% 76.1%
[ China1020Mn |
, USA 307Mn | L
' Indonesia 205Mn | 70%
60% 58.1%
. 50%
. 39.8%
! 40%
.................. \ - 29.2%
~50% wallet spend | e
onling 1 20.5%
L ! 20%
12.1%
; 7.5%
Population  Internet users  Smartphone Online Online Mature users 0% = .
users transactors  shoppers F2016 F2017 F2018 F2019 F2020 F2021 F2022 F2023

Source : Blume Ventures Indus Valley Annual Report 2023, TRAI, MIB, Redseer, Bain, NPCI, Morgan Stanley, Sundaram Asset
Management
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Digitalization throwing up new areas of growth and financial inclusiveness

Total PM Jan Dhan Accounts opened Household Debt-to-GDP ratio

600

500 486.5 519.5 Household debt as a % of GDP

450.6 20%
422
383.3
400 352.7 16%
314.4
30 281.7 12%
214.3
8%
20 147.2
10 4%
0%
- o=
— —
o o o o
SRS &
L L W

o

o

o

o

FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24

F2021

F20060
F2007 e
F2008 e
F20090 mmeem
F2015 D
F2016 meem
F2017 s
F2018 meeeessssssssss

F2003 s
F2004 oo
F2005 e
F2010 e
F2013 s
F2014 e

F2002

F2022
F2023EF e

Source : PIB, Morgan Stanley
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India getting more than its fair share of Private Equity investments

" India’s PE market is about as large as China’s ($ bn) - T ...but the venture market is far smaller than China’s ($ bn) B

B China M India

B China [ India

Source : Blume Ventures Indus Valley Report 2024
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Political stability at the heart of India’s vibrant economic growth

450 414 No. of seats won by the ruling party
- BJP, under the leadership of the charismatic Narendra Modi, -
is the first party in 25 years to have secured a majority on its o0 MM pug. Z2sets required toform m
own in 2014 elections, putting an end to the coalition - 197 w16 206
government era in the country. 150 I I i 145 I
100
 Prime Minister Modi remains popular than his party with 75% 52 I I I I
of respondents ﬁnding his performance as 1984 1989 1991 1996 1998 1999 2004 2009 2014 2019
Outstanding/Good. He is by far the world’s most popular " Seats of largest party
eleCted |eader at the moment. Polling agency pul?l?::led Margin oferror NDA  LN.D.LA. Others
) . ABP News-CVoter Apr-24 +3-5% 373 155 15
« With 56% of the seats in the Lok Sabha, BJP has enough Times NowETG | Apr2d v w8 T 7
wriggle room to accommodate potential loss of seats due to India TV-CNX__ | Apr-24 Na 39 | 113 | 3
- . . News18 Mar-24 +4% 411 105 27
the anti-incumbency factor in the 2024 General Elections and 5P Newo.CVomr | arod w5 w6 | 155 | o
appears well set to form the next Government. S TVON T W22 T 8 T 5 1 &
Times Now-ETG Mar-24 3% 358-398| 110-130 | 40-50
Mar-Apr'24 Opinion Poll Average 384 124 35
2019 Election Results 354 93 96

*Source : Bloomberg
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India Equity Market Outlook
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India continues to outperform

60% - _ , Indices
50% - EM-USD

40% - MSClindia 34%  14%  12%  10% 10% 1%
30% -
20% - MSCIUS 23% 7% 13% 12% 14% 9%
10% -
0% I MSCI China -7%  -18%  -6% 2% 4% 8%
0% - MSCI ACWI
0 ol 9% 0% 5% 4% 7% 6%
20% - .

O O O NNBMNMMONDOOQOOO OO OO dHHACHNNNMM

RS E ML DLEGREEE LK =~

cC >0 CcC >0 CcC >0 C >»>0cCc >o0cCc >o0cCc >a0c > -

. 18% 1% 6% 49 6% 7%
Tigibgalgilygsigsigsggns China B : ’ :
Annualized returns as of 30 April 2024

Source : Bloomberg, Sundaram Asset Management As of 30 April 2024
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Foreign flows have returned but patchy, strong domestic flows continue

Fll flows (USD bn) Inflows into Domestic Mutual Funds (USD bn)
8.00 6.00
6.72 7.02 5.44
600 .. 5.00
4.14 4.02
4.00 4.00 3.94
2.30 3.08
2.00 1.73 3.00 284 278
2.47
0.48 2.16
203 4
0.00 a I 2.00 1.72
94
-2.00 I I I -1.10 1.00 0.69 0.9
} 0.29
221 , ¢ 2 I I
-4.00 -3.14 0.00
§ & {8 8§ 8§ 8§ 8 8 ¥ 3§ g S & 8§ 8§ & 8§ &8 &8 & ¥ 3 3 3

Source : Jefferies, Morgan Stanley
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Domestic Equity Flows set to grow

As a % of total assets, Equities are only 6%

ol MotulFund AU 25 2% o GDP

2%

0%

-2% -
© O O O W’bgb\c’: A & O 0 Y >0 0 A D 9 0

Q\ ‘ZQQJ%QQ QY (O QQQBB’\'\'\\'\'\’\'\'\\’],“[,Q,

<<‘\<<‘*“‘*d“*dé*d@*déd@*d@*dé*dé**dé

| ——Equity+Mutual Funds  ——Mutual Funds |
Mutual Fund AUM relative to Bank Deposits I I I

)))))

Source : Macquarie
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Demat Accounts on the rise (in Mn)

160
140
120
100
80
60

40 36
21
’ .
0

FY13 FY19

Source : Jefferies, FactSet, Blume Ventures Annual Report 2024, ICICI
Securities
* - Based on companies listed in India

140
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Indian Markets - Strong Internals

Broader India - Market cap more than US$1bn *
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Indian Markets - Strong Internals
MSCI EM Markets — Current Sector Composition #

10.1

S
g- 60 .
E
S
- 389
S 40 4538
[¥)
@
o
§ 20
v
: | 100 |
India China Taiwan Korea Brazil

BFinancials =~ Commodities = Infotech M Consumer B Industrials © Others = Health Care @ Comm'n svcs

India has a balanced mix of sectors, presenting investors with the depth and
breadth needed for sustained alpha generation.

Source : Jefferies, FactSet
N - Others refer to Utilities and Real Estate
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MSCI India trades at premium over EMs against its long-term average (x)

45.00
40.00
35.00
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Source : Jefferies, Morgan Stanley
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India’s valuation premium continues

Earnings vs Nominal GDP (log scale)

10000 -
on a log scale
L.
1000 -
100 -
< [I=4 (== (=4 N < [I=4 (== o N < (=} (o] o N Ll
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> > > > > > > > > > > > > > > &
(19 (118 (18 L (18 L (118 (1 (18 (18 L (118 L (118 (18 >=
——Nominal GDP ——Earnings Indexedto 100 -

sf |

Indian markets have always traded at a premium over EMs. With India being the fastest growing economy, with strong macros, the premium will always remain.

While relative valuations remain rich, India offers much stronger relative earnings growth and is likely to benefit from a trough of the real rate gap with the US
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Earnings yet to fully close the gap with Nominal GDP

Nifty valuations ahead of its Long-term averages Corporate Profits to GDP has picked up

—— Nifty 1yr fwd consensus PE Average PE +1 sd -1sd 8.0%
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- Corporate Profits to GDP - India

Source : Jefferies, Morgan Stanley
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