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India: Great Expectations
India is considered to be the world’s fastest-growing large economy despite challenges of poor
infrastructure, a complex regulatory environment and a low-skilled labor force. The optimism towards
India can be attributed to its favorable demographics, growing domestic consumption and scope
for economic reforms. India’s growth profile is creating exciting investment opportunities for longterm investors.

Top Growth Country

Youthful Advantage

Over the past two decades, China has been the driving
force for economic growth in the emerging markets. As
China focuses on rebalancing its economy and shifts to a
slower pace of quality growth, India is moving into the
spotlight. India’s future growth is expected to not only
outpace China’s but also other developed and emerging
markets, earning it the title of “world’s fastest-growing
major economy.” India’s economic growth is expected to
reach 7.4% in 2018-2019. By 2020, India’s real GDP growth
rate is forecast to grow 8.1%, compared to 5.1% for
emerging markets and 1.7% for developed markets.1

India is the world’s biggest democracy with a population
of around 1.3 billion people and boasts having one of the
world’s youngest and largest workforces. According to the
World Economic Forum, India will have the world’s youngest population by 2022 and will become the most populous
country by 2024. Currently, 65% of India’s population (over
900 million people) is of working age, defined as those
between the ages of 15-64. By 2045, India is expected to
have a workforce of around 1.1 billion people, more than
China and the US combined.
India’s young and growing workforce is a powerful and
unique resource for the country. It can help improve the
country’s competitiveness by providing benefits such as
a low-cost labor force, improving labor productivity, and
an expanding domestic market. India’s de facto national
language, English (as a result of the country’s history as
a British colony), is also a positive differentiation relative
to other emerging markets for many global businesses.

Political and economic reforms, along with increased
consumer and investor confidence, have supported India’s
economic growth. As the Indian government continues
to drive the economy forward, more reliance would be
placed on the manufacturing and service sectors as the
engines of growth.

World’s Top 10 Growth Countries, 2018-2019

If India is able to meet the challenge of creating enough
jobs for the existing workforce, raising education standards
and producing skilled workers, the country would have a
significant advantage in global markets.
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Large Consumer Market
Younger consumers typically have more spending years
ahead of them and a higher propensity to spend. Naturally,
an increase in disposable income should also lead to more
spending. India has indeed experienced an upsurge in
consumerism as a result of higher incomes. From 2009 to
2015, annual incomes and consumer spending have more
than doubled and these upward trends are anticipated to
continue. The number of middle-income households in
India is also expanding rapidly. In 2016, there were 161
middle income households. This middle class group is
expected to increase by another 40 million to reach 201
million households by 2025.

Income and Consumer Spending on the Rise

As the Indian consumer moves up the consumption ladder,
spending behavior and patterns will inherently change.
Discretionary spending is likely to increase as consumers
gain more brand awareness, demand premium products
and seek more aspirational items such as smartphones,
vacations and cars. Over the last five years, car companies
have seen strong consumer demand as sales have grown
at a compounded annual growth rate of 7.1%. In the last
financial year, more than 3.2 million passenger cars were
sold in India, up from 2.5 million five years ago.
India’s consumer market is evolving and growing rapidly. By
2025, India is forecast to have the third largest consumer
market in the world. The sheer scale of this consumer base
attests to the vast investment opportunities presented by
India’s domestic demand story.

800,000

Middle Class Households Continue to Expand

600,000

350

500,000

300

400,000

250

300,000

in millions

200,000
100,000

200
150
100

F

F

20

30

20

50

Consumer Spending

25

16

F

0

Lower Income Households

20

20

Source: KPMG-FICCI. F=forecast. Forecast numbers are projections and
not guarantees.

05

Annual Gross Income

20

15
20

20

09

0

20

Indian rupee (in billions)

700,000

Middle Class Households

Affluent Households

Source: BCG CCI proprietary income database, BCG analysis, Mirae Asset.
Annual gross household income categories: lower = less than $2,300,
middle = $2,300-$15,400, affluent = more than $15,400. Income distribution
is calculated in constant 2015 dollars; $1 = 65 rupees. F=forecast. Forecast
numbers are projections and not guarantees..

7.1% CAGR

3,000,000
2,500,000
2,000,000
1,500,000
1,000,000
500,000

-18
17
20

7
20
16
-1

-16
15
20

20

14

-15

0

-14

201 million households by 2025.

3,500,000

13

increase by another 40 million to reach

India’s Passenger Car Sales’ Upward Trajectory

20

India’s middle class is expected to

Source: Society of Indian Automobile Manufacturers. The financial year is from
April to March.

Emerging Market Experts

3

MIRAE ASSET GLOBAL INVESTMENTS

INDIA: GREAT EXPECATIONS

Digital India
The internet helped revolutionize China to become the
world’s largest e-commerce market. The internet’s impact
in India will likely also be immense. At the end of 2017, India
had over 462 million internet users (34% of the population).
Despite the low penetration rate, India has the secondlargest internet user base in the world.2 This user base is
expected to grow rapidly, reaching 829 million internet
users (59% of the population) by 2021.3
We believe India’s young consumers, along with the steady
growth of internet usage, will be the driving forces of the
country’s e-commerce market. The adoption of smartphones will also play an important role. According to
eMarketer, India has the highest growth rate of smartphone
users in the world.

India’s e-commerce market is currently at a nascent stage.
At present, India’s online retail market is valued at around
$21 billion (only 1% of the global e-commerce market),
far behind China and the US, which is estimated at $1.1
trillion and $511 billion, respectively.4 However, as the
Indian e-commerce market matures, the total value is
expected to increase dramatically to $200 billion by 2026,
a growth of over 852%. This spectacular growth potential
presents tremendous long-term investment opportunities
and has even captured the attention of global e-commerce
giants, Amazon and Alibaba, as they too look to India for
future expansion.

India’s Potential Growth in the E-Commerce Market
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HDFC Bank Limited
HDFC Bank is India’s largest private-sector bank by market capitalization. More
than half of its loans are in retail segments such as car loans, credit cards and
mortgages. It also has a strong national network of over 4,700 banking outlets in
more than 2,691 cities, covering both urban and rural locations. In the last fiscal
year ending March 2018, the banks’ retail business remain robust with assets
growing 27% from `295,161 crore to `376,167 crore.
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“One India, Great India”
Narendra Modi became the 15th Prime Minister of India in
May 2014. Since then, he has embarked on an ambitious
vision of a stronger, pro-business and economy-focused India.
Modi implemented two drastic structural reforms in 2016
and 2017 — demonetization and the Goods and Services
Tax (GST). In an attempt to tackle corruption and black
money, Modi demonetized two of the country’s highestdenomination banknotes, the 500 rupee and 1,000 rupee
bills in November 2016. This radical and controversial policy
invalided roughly 86% of the country’s currency. The
success of demonetization is debatable. It contributed to a
sharp decline in India’s GDP growth rate (which has since
rebounded) and failed to fully remove black money from circula
tion. However, from a longer term perspective, demonetization
should lead to an improvement in tax compliance, more tax
revenue and greater use of digital payments.
The second structural reform was the overhaul of the
country’s old and convoluted tax system. The GST, which
was implemented in July 2017, was the country’s biggest
tax reform since independence from British colonial rule 70
years ago. GST, considered by many to be a “game

6
7

changer”, combines a host of indirect government and
state taxes (e.g.: customs duty, income tax, service tax,
VAT) into a single tax structure. This will unify and streamline the indirect tax system, creating an integrated market
for the first time. The Indian government is looking at GST
to achieve a number of goals — boost economic growth,
reduce inefficiencies and barriers to improve the business
environment, increase manufacturing competitiveness, and
foster digital financial inclusion. It is estimated that GST
could boost India’s economic growth by up to 2% a year.5
The benefits of GST can already be seen in tax collection,
with registered tax payers increasing by almost 50% since
last year.6
Despite the temporary disruptions to the economy,
demonetization and GST are bold reforms aimed at
overhauling the Indian economy and improving the country’s global standing. Last year, India’s reforms have moved
its Ease of Doing Business global rank significantly up from
130 to 100, the first time the country has been in the top
100.7 India, under Modi, has made substantial progress but
further reforms will be necessary for the country to sustain
its strong growth rate and strengthen its global position in
the coming years.

FT, December 2017.
IMF, Finance & Development, June 2018.
World Bank, Doing Business 2018.

Future Retail Limited
Headquartered in Mumbai, Future Retail is India’s leading multi-format retailer. The
company has over 1,035 retail stores across 26 states and 321 cities in India in the
form of hypermarkets, supermarkets and small-format stores. The company’s
focus on the Indian consumer has led to a strong and loyal customer base,
attracting more than 340 million customers in the last fiscal year.
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Investing in India’s Dynamic Economy
According to the World Bank, India surpassed France in
2017 to become the world’s sixth-biggest economy, with a
GDP of $2.59 trillion. India is expected to move up to third
place, ahead of Germany, by 2027.8 This is an indication
that the country is likely to have a major role in the global
economy and investors have many reasons to be bullish.
The Modi government’s economic and pro-business
initiatives have brought confidence back to India and helped
position the country as a very attractive market for investors.

INDIA: GREAT EXPECATIONS

Amid India’s enormous investment opportunity, challenges
and risks persist. Uncertainty and volatility are typical
features of markets in fast-growing economies. Investors
should have a long-term outlook, and the companies that
are likely to benefit most from India’s growth potential will
need to have a deep understanding of local markets,
business practices, and cultural preferences. As an
emerging markets expert with offices on-the-ground and
investment professionals around the world, Mirae Asset
has the expertise to identify companies that can succeed
and thrive in today’s India.

Rising incomes will likely continue to encourage consumption going forward. India’s large and diverse consumer
base, along with the country’s economic reforms, presents
a vast array of attractive opportunities for investors in
sectors ranging from retail to pharmaceuticals to banking.
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Disclaimer
This document has been prepared for presentation, illustration and discussion purpose only and is not legally binding. Whilst complied from sources Mirae Asset Global Investments believes to be accurate, no representation, warranty, assurance or implication to
the accuracy, completeness or adequacy from defect of any kind is made. The division, group, subsidiary or affiliate of Mirae Asset
Global Investments which produced this document shall not be liable to the recipient or controlling shareholders of the recipient
resulting from its use. The views and information discussed or referred in this report are as of the date of publication, are subject to
change and may not reflect the current views of the writer(s). The views expressed represent an assessment of market conditions at
a specific point in time, are to be treated as opinions only and should not be relied upon as investment advice regarding a particular
investment or markets in general. In addition, the opinions expressed are those of the writer(s) and may differ from those of other Mirae
Asset Global Investments’ investment professionals.
The provision of this document shall not be deemed as constituting any offer, acceptance, or promise of any further contract or amendment to any contract which may exist between the parties. It should not be distributed to any other party except with the written consent
of Mirae Asset Global Investments. Nothing herein contained shall be construed as granting the recipient whether directly or indirectly or
by implication, any license or right, under any copy right or intellectual property rights to use the information herein. This document may
include reference data from third-party sources and Mirae Asset Global Investments has not conducted any audit, validation, or verification of such data. Mirae Asset Global Investments accepts no liability for any loss or damage of any kind resulting out of the unauthorized use of this document. Investment involves risk. Past performance figures are not indicative of future performance. Forward-looking
statements are not guarantees of performance. The information presented is not intended to provide specific investment advice. Please
carefully read through the offering documents and seek independent professional advice before you make any investment decision.
Products, services, and information may not be available in your jurisdiction and may be offered by affiliates, subsidiaries, and/or distributors of Mirae Asset Global Investments as stipulated by local laws and regulations. Please consult with your professional adviser for
further information on the availability of products and services within your jurisdiction.
Australia: Mirae Asset Global Investments (HK) Limited is exempt from the requirement to hold an Australian financial services license
in respect of the financial services it provides in Australia. Mirae Asset Global Investments (HK) Limited is authorised and regulated
by the Securities and Futures Commission of Hong Kong under Hong Kong laws, which differ from Australian laws. For Wholesale
Clients only.
Hong Kong: Before making any investment decision to invest in the Fund, investors should read the Fund’s Prospectus and the Information for Hong Kong Investors of the Fund for details and the risk factors. Investors should ensure they fully understand the risks
associated with the Fund and should also consider their own investment objective and risk tolerance level. Investors are also advised
to seek independent professional advice before making any investment. This document is issued by Mirae Asset Global Investments
and has not been reviewed by the Hong Kong Securities and Futures Commission.
United Kingdom: This document does not explain all the risks involved in investing in the Fund and therefore you should ensure
that you read the Prospectus and the Key Investor Information Documents (“KIID”) which contain further information including the
applicable risk warnings. The taxation position affecting UK investors is outlined in the Prospectus. The Prospectus and KIID for the
Fund are available free of charge from http://investments.miraeasset.eu, or from Mirae Asset Global Investments (UK) Ltd., 4th Floor,
4-6 Royal Exchange Buildings, London EC3V 3NL, United Kingdom, telephone +44 (0)20 7715 9900.
This document has been approved for issue in the United Kingdom by Mirae Asset Global Investments (UK) Ltd, a company incorporated in England & Wales with registered number 06044802, and having its registered office at 4th Floor, 4-6 Royal Exchange
Buildings, London EC3V 3NL, United Kingdom. Mirae Asset Global Investments (UK) Ltd. is authorised and regulated by the Financial
Conduct Authority with firm reference number 467535.
United States: An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing.
This and other important information about the investment company can be found in the Fund’s prospectus. To obtain a prospectus,
contact your financial advisor or call (888) 335-3417. Please read the prospectus carefully before investing.
India: Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

