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Summary
India has voted decisively in a majority government for a second

Insolvency and Bankruptcy code (IBC), Real Estate Regulation Act

consecutive term. Modi’s Bharatiya Janata Party (BJP) has once

(RERA), accelerated use of Direct Benefit Transfer (DBT), and the

again emerged victorious, surpassing all expectations and beating its

formation of Monetary Policy Committee (MPC) by the Central bank

previous tally. Roughly 600 million people or 67 percent of the eligible

for inflation targeting. We believe that together these five measures

voters, cast ballots via electronic voting machines during India’s six-

could help foster and accelerate inclusive growth – the key mantra

week election. The results represent a stunning vote of confidence

as spelt out in the election manifesto.

as no other Indian prime minister has returned to power in similar
fashion in the past three decades.

There are challenges on the growth path which the government
needs to address. These include near term challenges related to

BJP, along with its allies, under the National Democratic Alliance,

slowdown in the economy and reinvigorating the financial system,

is now present in 16 states compared with just 9 at the beginning

and also long-term challenges with respect to jobs creation and

of the previous tenure in 2014. It should cross the half-way mark

addressing vulnerability to oil prices.

even in the Upper house of parliament by end-2020. Majority in
both the houses of parliament will be an important factor as better

Overall, Modi’s re-election spells stability and a continuity of

rhythm between states and central government is crucial in effective

leadership and essential reforms. A stable government would

planning and execution of policies.

maintain India’s status as the fastest growing major economy in the
world.

The election results are a vote for the continuity of economic policies.
Among many of the previous five years reforms, we believe that five
were landmark achievements: The Goods and Service tax (GST),
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Unprecedented Electoral Mandate
Source: Election Commission (2019)
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Snapshot of Key Economic Indicators in Previous Term
Source: CSO, Bloomberg (2019)
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Real GDP Growth

6.40%
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8.20%

7.20%
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CPI Inflation

9.40%

6.00%

4.90%

4.50%

3.60%

3.40%

Food Inflation

11.90%

6.60%

5.10%

4.50%

2.20%

0.70%

Real Interest rate (Repo- CPI)

-1.80%

1.90%

2.10%

1.80%

2.50%
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Central Fiscal Deficit

4.50%

4.10%

3.90%

3.50%
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Current account Deficit

1.80%

1.30%

1.10%

0.60%
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Nominal GDP (USD bn)

1,843

2,037

2,096
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2,725

External Debt % FGDP

24%

23%

23%

21%

20%
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GFCF (USD Bn)

509
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Focus on Executing Ongoing Agenda:
Instead of a big bang approach and tackling difficult reforms (e.g.

started during the last few years and have been game changers.

those related to land and labour), the government is likely to initially

These were The Goods and Service tax (GST), Insolvency and

focus on policy continuity. The framework will be to accelerate

Bankruptcy code (IBC), Real Estate Regulation Act (RERA),

inclusive growth, yet maintain fiscal stability. Five important reforms

accelerated use of Direct Benefit Transfer (DBT), and the formation
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of Monetary Policy Committee (MPC) by the Central bank for inflation

matching, which is the most comprehensive way of deterring tax

targeting. Integrated, all of these could raise the potential growth

evasion (c) a reverse charge mechanism which was deferred earlier

over the medium term, by raising the Total Factor Productivity.

could now be implemented. Practically, stricter compliance of GST will
help improve the competitive advantage of the organized sector over

Furthermore, enhanced GST compliance will help improve India’s

the less-compliant unorganized sector. It is gradually witnessed that

tax-to-GDP from its current level of 12%. Measures to improve

with the introduction of GST, the price gap between the unorganized

compliance of GST could include (a) curbing evasion of fake invoices

market products vs organized ones have shrunk and consumers are

through digital initiatives like e-Invoice; (b) new formats of invoice

getting more exposed to branded organized sector products.

Existing Reforms
Source: CSO, Bloomberg (2019)

Key Reforms

Details

GST (Goods and Services Tax)

Amongst the most important indirect tax reforms, India has been made a single market with multiplicity of tax slabs across
different states removed. Full efficiency gains on the back of this have yet to be realised. GST will likely to accelerate tax-to-GDP
ratio from current levels of 12%.

IBC (Insolvency and Bankruptcy Code)

India did not have a bankruptcy law until 2017. The passing of the law along with subsequent modifications has reduced the
resolution time for the bankruptcy cases.

RERA (Real Estate Regulatory Authority)

This law helped boost home buyer confidence and made it difficult for unscrupulous property developers to survive.

Digital Payments

Over 300 million new bank accounts have been opened under ‘Jan Dhan Yojna” thereby providing a conduit to transfer funds.

Inflation Targeting

Unlike most emerging markets, India’s central bank has an explicit inflation target to it at 4% (with +/-2% as the range)

Significant Opportunities to Emerge for Organized Sector
Source: Edelweiss, CMIE
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Growth Opportunity - FY18-26E
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Following the Election Manifesto
We expect the administration will work towards its election promises

as improving India’s rank in the ‘Ease of Doing Business’, doubling

mentioned in its manifesto. The manifesto includes ambitions such

farmers’ incomes as well as providing Housing to all.

BJP Manifesto - Key Proposals for 5 years
Source: BJP Manifesto (2019)

Economy:

Agriculture and farmers welfare:

• Improve ranking in ‘Ease of Doing Business’

• Target doubling farmers’ income

•	Share of manufacturing as proportion of GDP is pushed towards 25% (From
current level of 17%).

• Financial support to all farmers (Pradhan Mantri Kisan Samman Nidhi Yojana)

• Work towards doubling total exports

•	Work towards completing all irrigation projects under the Pradhan Mantri Krishi
Sinchayi Yojana.

• Strive to ensure reduced and stable taxation regime, with greater compliance

Infrastructure:

• Pension for small and marginal farmers.

Insurance/Health:

• Increase Infra spending as proportion of GDP to 9%.

• Sharper implementation of Ayushman Bharat (insurance)

• Make capital investment of USD 1.4 trillion in the infrastructure sector

• Increase the doctor- population ratio to 1:1400.

• Ensure a house to every family (Housing for all)
• 100% electrification of all households
• Double the length of national highways.
• Supply of piped cooking gas in Tier 1 & 2 cities.
• Increase the number of airports to 150

Uplifting the Poor
Several existing schemes to uplift the poor are likely to be continued.

•	Financial support to farmers (Pradhan Mantri Kisan

This will be by providing basic amenities such as rural housing,

Samman Nidhi Yojana): Under the direct financial support

banking, electricity, health, insurance, water, sanitation, cooking

plan, a sum of Rs 6000 p.a. is provided to marginal farmers. The

gas. The aim would be to reduce the population sitting below the

budgeted outlay of these schemes is USD 14bn (about 0.5% of

poverty line from about 15% to 5% over the next decade. Under this

GDP), and covers about 86% of all farmers in the country.

initiative, some of the ambitious ongoing programs are:
•	Health insurance: During the FY19 budget presentation, the
•	Housing for all: Housing, in particular, has a great multiplier

government launched its ambitious universal healthcare program

effect on the economy as it impacts construction, banks, NBFC,

under the Ayushman Bharat program as the National Health

building materials, in addition to creating jobs.

Protection Scheme. The program covers about 100 million
vulnerable families (approximately 500 million beneficiaries)

•	 Crop Insurance: A crop insurance scheme was successfully

providing coverage of up to USD 7000 per family per year for

launched in February 2016 (The Pradhan Mantri Fasal Bima Yojana).

hospitalisation. While the current budgetary allocations at about
USD 0.9 bn is small, it is expected to increase.
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Manufacturing, Infrastructure and Investment cycle

Potential in Infrastructure

India skipped a step in its development process when it moved

Source: GoI, Media reports, Mirae Asset Global Investments (2019)

directly from being an agrarian economy to a service oriented
one, without going through a period of manufacturing focus. The
Government has reasserted India’s ambition to raise the contribution
of manufacturing-to-GDP to 25% from current level of 17%.
Currently, there is also an opportunity to take market share from
China for two reasons - ongoing trade conflict, and due to tightening
of environmental issues. The government-led initiative on structural
reforms (ease of doing business, tax reforms, and liberalisation) could
help revive private investment.
Also, it is imperative that infrastructure development picks up for
India to sustain high GDP growth. The government has laid priorities

USD Billion

FY09-14

FY14-19

FY19-24E

Electricity

197

204

285

Rail

54

98

178

Roads & Bridges

130

157

240

Irrigation

57

97

173

Water Supply and sanitation

25

59

108

Others

216

208

198

Total

679

823

1,182

to focus on the infrastructure with an ambitious target of about
1.4trillion USD. Notably, on average, a 1% increase in infrastructure
investment is associated with a 1.2% increase in GDP growth.

Top 500 Corporate Earnings to GDP Ratio
at Multi-Year Low
Inflation Stability
While the average CPI during the last regime was about 4.5%, the
central bank and food policies would like to maintain inflation at the

(%)
6

mid-point of the RBI stated target range of 2% to 6%, meaning low
food prices and positive real interest rates.

5
4

Additional Reforms over the Medium Term
Some areas where new reforms could be initiated are:
•	Judicial reforms which need to address high pendency

3
2

and latency
• Direct tax reform with need to reduce taxes to 25%

1

•	Ongoing private sector bank mergers
(from 27 in FY17 to 19 now), and
• Labour law simplification.

0
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Corporate Earnings
During the past five years, corporate earnings have grown at a

low. The ROEs for Indian equities have steadily declined since the

sluggish pace as pieces of the economy were impacted by stress

Global Financial crisis to 25-year lows. We anticipate this to reverse

in the banking sector and a number of impactful reforms which

and a few examples where this could take place are corporate

impaired growth during their initial phases. The resultant trough in

banks, capex related businesses; real-estate, autos, telecom,

earnings was reflected by a Profit-to-GDP of only 2.8%, a 15 year

pharmaceuticals, etc.
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Challenges to be Addressed:

A supportive environment for wealth creation

• Current slow-down: Indian economy is currently facing

Indian is amongst the most promising emerging economy aspiring

challenges of slowdown with FY19 GDP growth at 6.8% (versus

to grow at sustained high gross domestic product (GDP) growth

7.2% in FY18). Domestic liquidity tightness is currently hampering

rate. It has twin pillars of favourable demographics, and potential

both consumption and investment activities. The government

in infrastructure to grow over the next decade. It is estimated that

needs to reinvigorate the financial system, especially without

about 1.4 trillion USD will be invested in infrastructure over the

hurting Non-Banking Finance Companies.

next five years. Projects in physical infrastructure (road, rails, etc.),
along with reforms in input markets (land and labour) and focus on

• Creating Jobs: Around 7.5 million people are projected to join

soft infrastructure (healthcare reforms, education) would all lead to

the Indian workforce per year on average over the next two

higher productivity and growth rates. Overall, a stable government

decades. The inability to create large scale jobs could have

would maintain India’s status as the fastest growing major economy

adverse ramifications in harnessing the demographic dividend. In

in the world.

this context, an overall focus on increasing manufacturing related
jobs could be on the agenda.
• Vulnerability to Oil: An important long term challenge is to
reduce India’s vulnerability to high oil prices. A multi-pronged
approach towards adoption of Electric Vehicles, as mentioned
in the manifesto could lay the foundation of reducing the
dependency on oil imports.
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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. Unless indicated to the contrary, all figures are unaudited. 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: The information contained in this document is compiled from third party and publically available sources and is included for general information
purposes
only. There can be no assurance and guarantee on the yields. Views expressed by the Fund Manager cannot be construed to be a decision to invest.
The statements contained herein are based on current views and involve known and unknown risks and uncertainties. Whilst, Mirae Asset Global
Investments (India) Private Limited (the AMC) shall have no responsibility/liability whatsoever for the accuracy or any use or reliance thereof of such
information. The AMC, its associate or sponsors or group companies, its Directors or employees accepts no liability for any loss or damage of any kind
resulting out of the use of this document. The recipient(s) before acting on any information herein should make his/her/their own investigation and seek
appropriate professional advice and shall alone be fully responsible / liable for any decision taken on the basis of information contained herein.
Compliance Approval Code - COM-2019-06-05-AUEUSGHK-PI-MKT
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