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Key Takeaways

¢ India is the fastest growing major economy, with
GDP growth expected to reach 7% in 2024, down
from 8.2% in 2023.

e It is expected to become the 3™ largest economy by
2028.

e The country has strengthened its macroeconomic
fundamentals and is benefiting from undeniable
advantages, in particular its demographic dividend,
but it remains weakened by structural constraints.

o Middle class consumption is projected to reach
$8.8 trillion in 2030 (up from $32 billion in 1965).

e India was recently included in a JP Morgan
benchmark index for global government bonds.

e The equity market is large and attractive, offering
opportunities for diversification.

e The recent correction has restored attractiveness
and earnings momentum remains supportive.

Since the beginning of 2023, Indian equities have
performed remarkably well. India has emerged as a bright
spot, driven by strong economic growth, a growing
working-age population, and its non-aligned economic
stance. In addition, Indian equities have benefited from a
shift in international investor sentiment away from Chinese
equities, as investors have become increasingly wary of
Chinese assets due to regulatory uncertainty, the severity
of the real estate liquidity crisis, and sluggish consumer
demand. Escalating tensions between the U.S. and China
have further exacerbated this outlook, with some investors,
including the U.S. federal government's main pension fund,
excluding Chinese and Hong Kong-listed stocks from their
portfolios.
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1. Snapshot of the Indian Economy

India is the fastest growing major economy and is projected
to become the third largest economy by 2028, surpassing
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both Japan and Germany. In terms of purchasing power
parity (PPP), which focuses on the relative value of
currencies within domestic economies, India is already the
world's third largest economy. Indeed, India's economy
continues to show robust growth. However, the pent-up
demand that built up during the pandemic has largely been
absorbed and the economy is expected to return to its
potential growth path. While activity is expected to slow, it
should remain strong in the coming years, driven by
increased infrastructure spending, diversified growth
drivers, and a large, youthful labor force. Better public debt
management reduces crowding out and creates space for
increased private investment.

India was hit hard by the 2013 taper tantrum, when markets
sharply reassessed their expectations for US monetary
policy following Ben Bernanke's congressional testimony
on the potential tapering of the Federal Reserve's asset
purchase program. This reassessment led to a financial
shock that manifested itself in a tightening of global
financing conditions. Since then, the current account deficit
has narrowed from 5% to 1%, foreign exchange reserves
now cover more than 10 months of imports, and the
credibility of the Reserve Bank of India has improved
significantly. As a result, the country is now less vulnerable
to global market volatility.

I India: Current account balance
% GDP

06 08 10 12 14 16 18 20 22 24_8

Source: LSEG Datastream/ CBH Investment Management

Despite its strengths, the Indian economy remains
constrained by structural weaknesses, including
protectionism, regulatory uncertainty and constraints, a
weak industrial base, inadequate infrastructure, and low
productivity. In this context, India is unlikely to replace
China as a manufacturing hub in the short term.

2. What Happened Recently

i) Chinese stimulus plan

At the end of September, the Chinese authorities unveiled
a substantial stimulus package to revive growth and
support the property and stock markets. While this plan did
not solve all the problems, it did rekindle interest in Chinese
stocks, reflecting renewed optimism in Chinese assets, and
triggered a correction in Indian equities. With the Indian
Sensex index up nearly 50% over the past two years and
Indian growth on a slowing (but still robust) trajectory,
foreign investors took profits.



i) Donald Trump won the presidential
election

India's share of international trade is limited, and the
country is not expected to be among the hardest hit by the
tariffs that Donald Trump is likely to implement.

However, the Indian market reacted to Trump's election
through FX and interest rate risk channels. The sharp
appreciation of the US dollar and the rise in US yields
spooked investors, despite the Reserve Bank of India's
regular use of its FX reserves to manage currency stability.

3. Indian financial markets

India is better positioned today than it was in 2013, but
Indian companies are still exposed to foreign interest rates
and foreign exchange (FX) risk. It is worth noting, however,
that this exposure has declined significantly and FX hedging
has increased significantly. As a result, the Indian market
remains sensitive to fluctuations in the US dollar and
expectations about US monetary policy.

) Fixed income market

In June 2024, India was included in JP Morgan's
benchmark global government bond index, marking a
significant milestone for the country's domestic debt
market. India's initial weight in the index was set at 1%, with
plans to increase by 1 percentage point each month until it
reaches 10% by March 2025. The index currently tracks a
total of US$234 billion in assets. India is also set to join the
Bloomberg equivalent index in 2025 and is being
considered for inclusion in the FTSE Emerging Markets
Government Bond Index. Further development of the Indian
debt market will require government action to improve
market access and settlement processes. This, in turn, is
expected to attract greater foreign participation in the
domestic markets, while introducing greater scrutiny and
potential volatility.

ii)  Equity market

The equity market is both large and liquid. The MSCI India
Index represents approximately 19% of the total market
capitalization of the MSCI Emerging Markets, while the
Chinese markets account for over 27%.

The Indian equity market offers diversification benefits,
with low correlation to other major and emerging markets.
The top two sectors account for 38% of the MSCI India
Index. The market is dominated by financials, which make
up nearly 26% of the MSCI India Index, followed by
consumer discretionary and IT. In India, the IT sector is
primarily service-oriented rather than equipment focused.

India's price-to-earnings ratio is structurally higher than
other emerging markets, but the spread has widened
since 2021, in line with the challenges facing the Chinese
stock market. The recent market correction has restored
the attractiveness of the Indian market, as previously
stretched valuations are now more reasonable in both
absolute and relative terms. Meanwhile, earnings
momentum should provide some support. Earnings
growth expectations for 2024 have been downgraded
several times recently, but remain attractive at over 8%.
Expectations for 2025 have also been revised higher, with
analysts expecting earnings growth to reach 18%,
outperforming other markets.
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4. Investment opportunities

Indian equities offer a compelling opportunity for long-term
investors and those currently underweight the market. The
recent correction provides a tactical entry point to increase
exposure to emerging market equities. With strong earnings
growth, attractive macroeconomic fundamentals and
historically low correlation to both developed markets and
many MSCI Emerging Market constituents, Indian equities
can complement global portfolios and improve their
risk/return profile over time.
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Disclaimer

This publication is for information purpose only and does not
constitute any offer, inducement, and recommendation by CBH
Compagnie Bancaire Helvétique SA or any other members of its
group. Particularly, this publication does not constitute a
prospectus, and the published information is not to be
understood to be an offer of sale of any securities or an
investment proposal of any kind.

It is general information based on proprietary knowledge,
information furnished by third parties, and publicly accessible
sources. It is not solely the result of independent financial
research, therefore the legal requirements regarding the
independence of financial research do not apply. The information
and opinions expressed in this publication were published by CBH
Compagnie Bancaire Helvétique SA, as of the date of writing and
are subject to change without notice, in particular any prices
indicated are current as of the date of this publication, and are
also subject to change without notice.

Investments in the asset classes mentioned in this publication
may not be suitable for all recipients and may not be available in
all countries. This publication is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or
resident of, or located in, any locality, state, country or other
jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation. This publication has been
prepared without taking account of the objectives, financial
situation or needs of any particular investor. Before entering into
any transaction, investors should consider the suitability of the
transaction to individual circumstances and objectives.

Professional advice, including tax advice, should be sought if
investors are in doubt. The value of investments and the income
from them may fall as well as rise and is not guaranteed,
therefore they may not get back the original amount invested; the
value of an investment may fall suddenly and substantially; past
performance is not a guide to future performance; and levels and
basis of, and reliefs from, taxation may change from time to time.

Changes in foreign exchange rates may have an adverse effect
on the price, value or income of an investment.

Please note that the value of investments and the income from
them may fall as well as rise and is not guaranteed, therefore they
may not get back the original amount invested; the value of an
investment may fall suddenly and substantially; past performance
is not a guide to future performance; and levels and basis of, and
reliefs from, taxation may change from time to time. Changes in
foreign exchange rates may have an adverse effect on the price,
value or income of an investment.

No representation is made with respect to the accuracy and
completeness of this publication, and this publication should not
be relied on. Possible errors or incompleteness of the information
contained in this publication do not constitute grounds for
liability.

Neither Compagnie Bancaire Helvétique SA nor any other
members of its group are liable for the information contained in
this publication.

This publication may only be distributed in countries where its
distribution is legally permitted by CBH's local entities. This
publication is not directed to any person in any jurisdiction where
(by reason of that person’s nationality, residence or otherwise)
such publications are prohibited.
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Important Distribution Information

Switzerland - This publication is distributed by CBH Compagnie
Bancaire Helvétique SA, an authorized and regulated entity by the
Swiss Financial Market Supervisory Authority FINMA in
Switzerland.

Bahamas - This publication is distributed to clients of CBH
Bahamas Ltd. and is not intended for distribution to persons
designated as a Bahamian citizen or resident for the purposes of
the Bahamas Exchange Control Regulations and rules. Thus, it is
only intended for persons who are designated or who are
deemed non-residents.

Hong-Kong — This publication is distributed by CBH Compagnie
Bancaire Helvétique SA, and is distributed by CBH Asia Limited on
its own behalf to its clients. CBH Asia Limited is a company
licensed with the Hong Kong Securities and Futures Commission
(SFC), and registered with the Mandatory Provident Fund
Schemes Authority (MPFA) and the Hong Kong Insurance
Authority (IA).

UK - This publication is distributed to clients of and by CBH
Wealth UK Limited, authorized and regulated in the United
Kingdom by the Financial Conduct Authority [FRN 514546]. This
document is intended for general information purposes, and not
considered as investment research. For full information on CBH
Wealth UK Limited communications, please visit our website or
speak to your Relationship Manager.

United States - Neither this publication nor any copy thereof may
be sent, taken into or distributed in the united states or to any us
person.

This publication may contain information obtained from third
parties, including ratings, scoring measures, prices and other
data. Reproduction and distribution of third-party content in any
form is prohibited except with the prior written permission of the
related third-party. Third-party content providers do not
guarantee the accuracy, completeness, timeliness or availability
of any information, including ratings, and are not responsible for
any errors or omissions (negligent or otherwise), regardless of
the cause, or for the results obtained from the use of such
content. Third-party content providers give no express or implied
warranties, including, but not limited to, any warranties of
merchantability or fitness for a particular purpose or use. Third-
party content providers shall not be liable for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses
(including lost income or profits and opportunity costs) in
connection with any use of their content, including ratings. Credit
ratings are statements of opinions and are not statements of fact
or recommendations to purchase, hold or sell securities. They do
not address the market value of securities or the suitability of
securities for investment purposes, and should not be relied on as
investment advice.

Copyright and database rights protection exists in this publication
and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of CBH
Compagnie Bancaire Helvétique SA. All rights are reserved.

All data as of November 18 th, 2024
Published in November 20th, 2024



Crwfdvih& wiﬂ\iv\ gx ence

CBH| Compagnie Bancaire Helvétique

Asset Management

Boulevard Emile-Jaques-Dalcroze 7
P.O.Box

CH - 1211 Geneva 3

am@cbhbank.com

www.cbhbank.com





