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Disclaimer 

The contents of this presentation are the intellectual property of IMA India. They are 
copyright protected and legally privileged. Unauthorised copying, reproduction or 
distribution of the information contained in these slides would amount to an 
infringement of law and would invite applicable penalties.  
 
The contents of this presentation are accurate to the best of our knowledge and belief. 
However the presentation is intended only to provide a broad overview of country risk 
and opportunity and cannot become the basis of determining a country strategy. IMA 
India cannot assume responsibility for the outcome of decisions made on the research 
provided here. This is liable to change based on developments in the political or 
economic environment within the Republic of India, or elsewhere. 
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The reality is sobering, but still 
much to hope for 
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Exuberance after the election 
•  The spectacular victory of the BJP in 

the general election and the 
emergence Narendra Modi led 
markets to believe that all would now 
be well 

•  As the BJP consolidated its position 
in subsequent state elections, it 
appeared that the era of fragmented 
politics is coming to an end and with 
it the biggest stumbling block to 
policy reform 

•  Even a weak global economy seemed 
a blessing in disguise as it meant 
lower crude oil and commodity prices 

4 
Source: Election Commission of  India, IMA analysis. 
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Inflation has fallen on cue 
CPI WPI 

The ecstasy started in anticipation 
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Foreign inflows are in full swing 
Debt Equity 

Source: CSO, SEBI, Ministry of  Finance, IMA BCPI, IMA analysis. 
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Crude oil prices have cooled 

Even the world turned benign 
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Metals below recent peaks 

Aluminium Copper 
Nickel Lead 
Tin 

Source: LME, CEIC. 
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Six months on: the sobering reality 
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The IIP rose... but only to deceive 
IIP Capital goods 
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Credit growth is dropping steadily 
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Car sales: up... and down again 
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Consumer credit is actually falling 
Housing Cars 

Source: CSO, SIAM, RBI, IMA analysis. 
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Things are not hunky dory 
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The fiscal deficit is still dangerous 
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Mining is core to everything: 
remains dead in the ground 
Iron ore Chromite Bauxite 
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The investment cycle is nowhere 
close to recovery 

Source: Ministry of  Finance, CSO, Ministry of  Mines, Department of  Industry, IMA analysis. 
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But future signs look better 

9 

-10 

-5 

0 

5 

10 

O
ct

-1
0 

Fe
b-

11
 

Ju
n-

11
 

O
ct

-1
1 

Fe
b-

12
 

Ju
n-

12
 

O
ct

-1
2 

Fe
b-

13
 

Ju
n-

13
 

O
ct

-1
3 

Fe
b-

14
 

Ju
n-

14
 

O
ct

-1
4 

%
 g

ro
w

th
 Y

T
D

 

Port traffic is up 
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People are flying a lot more... 
must mean something 

Domestic International 
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Commercial vehicle pick up is a 
sign of  things to come 

HCVs LCVs 
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Bond markets cooling: signs of  
lower risk perceptions 

Source: PAI, Ministry of  Civil Aviation, SIAM, Bloomberg, IMA analysis. 
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An encouraging future 
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Limestone production is picking 
up: a crucial construction input 
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Stone crushers are optimistic 
about construction prospects 
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The long term is promising 

11 
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The NDA’s governance paradigm 

•  The agenda of inclusion will be based 
not on subsidies or doles but through 
the provision of infrastructure and jobs 
–  Redirect subsidies/incentives 
–  Shift spending to capex 

•  There is a recognition that Delhi does 
not govern India – it is a government of 
the Union 
–  Mechanism for dialogue with state 

Governments – essential as important 
reforms need their consent (security; 
land; environment; labour; tax; 
agriculture; etc) 
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The governance paradigm…cont’d 
•  Old laws will be eliminated – 100 have been scrapped through 

executive order, 150 more under review 
•  Removal of discretion and simplification of procedures – e.g. 

factory inspection, forest and environment clearances 
–  Major focus on using technology to eliminate corruption and 

discretion 
–  Auction to become the preferred route for all natural resource 

allocations 
•  Skill development, specifically amongst women and youth 

–  Voluntary opt-out option being considered under NREGS to 
enable skill development 

13 
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Five critical issues for the long term 
•  Although sentiment and growth have picked up on the back of 

expectations, longer term prospects depend on how the following five 
critical issues are dealt with: 
1.  Fiscal strategy – the quantity and quality of Government spending 
2.  Financial sector deepening – a need to avert a banking crisis and 

increase intermediation to finance investment 
3.  Policy reforms to enable higher levels of investment 
4.  Creation of much-needed infrastructure across the board, 

including providing an impetus to basic industries (resources, 
energy, construction) as well as urbanisation 

5.  Provision of education and skills to reap India’s demographic 
dividend 

14 
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ICOR: a measure of efficiency 

Overall macroeconomic efficiency is measured by the ICOR, which 
captures the units of capital consumed to produce one unit of 
incremental GDP 

Source: RBI, CSO; IMA India analysis and forecasts. ICOR: Incremental 
Capital Output Ratio.	
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The opportunity for growth 

Source: RBI, CSO, IMF, IMA India analysis	



The demographic dividend will 
exceed 200 bps through the 2020s
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More money needs to be mobilised 

•  Infrastructure investment needs to increase from 6% of GDP to 
11% 

•  Last 5 years: debt funding of USD 90 bn was available 
•  Next 5 years: USD 700 bn of debt funding will be needed 

Source: CSO, Planning Commission, IMA analysis. 

Total investment rising but...

0%

2%

4%

6%

8%

19
60

19
65

19
70

19
75

19
80

19
85

19
90

19
95

20
00

20
05

20
10

In
ve

st
m

en
t (

%
 o

f G
D

P
)

0%

1%

2%

3%

4%

5%

%
 o

f G
D

P

Infrastructure Utilities: RHS
Construction: RHS Trans & comm: RHS

Financial 
savings 

32% 

Physical 
savings 

68% 

Majority of  savings are not in 
financial instruments 



www.ima-india.com 

In conclusion: a large market, regardless 
•  GDP growth is likely to be 

5.5-5.7% in FY15 and 6.5% 
next fiscal; thereafter, it can 
increase to 7.0-9.0% depending 
on the extent to which the 
Government is able to execute 
its reform agenda 

•  In absolute terms, this implies 
new market creation of USD 2 
trillion through 2020 – more 
than India’s total GDP 
currently 

•  ~55% of this will be domestic 
consumption – a huge market 

18 
Source: CSO, IMA analysis. 
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Wealth will double 

Category Households 
2013 

Households 
2023 

Per capita 
HH income 
(USD) 2013 

Per capita 
HH income 
(USD) 2023 

Have All 7 million 12 million 60,000  

(180,000)* 

80,000 

Have Lots 30 million 45 million 25,000 

(30,000)* 

32,000 

Have More 60 million 75 million  10,000 15,000 

Have Some 80 million 80 million  2,000 3,000 

Have Nothing 20 million 20 million    300 400 

Source: IMA analysis and estimates;  *Adjustments for the grey economy; HH: Households 
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Contents of  this presentation may not be reproduced, forwarded or copied  

without the prior written permission of  IMA India. 
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