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Just a decade ago, the Indian economy was struggling and was dubbed as one of the “Fragile Five” economies. This was
due to many serious structural problems, such as mass corruption, failed government services, poor infrastructures and
ailing banking and energy sectors, just to name a few. Contrast that to current times, with India registering one of the
highest growths of any major economy with a stellar 8.4% surge in the last quarter of 2023, surprising consensus
estimates on the upside. A host of reforms by Prime Minister Narendra Modi’s administration has led to a massive
turnaround, leading India from “Fragile Five” to the fifth-largest economy in the world. With the current growth rates, it
is set to surpass Japan and Germany to become the third-largest economy by 2027.

India’s stock market has witnessed one of the best spells of outperformance over the broad emerging markets, and
global markets in general, delivering 23.16% returns in the last year and close to annualized 11% returns in the last
decade (based on S&P BSE Sensex total returns as of March 7, 2023). This has been supported by a strong underlying
economy, growth in services and manufacturing, a rise in the ease of doing business, better corporate governance
standards, political stability and favorable global sentiment. On the ground, the Indian population also witnessed an
improved quality of living, a tangible reduction in extreme poverty and a significant drop in unemployment, which stood
at 3.1% for calendar year 2023 as per the Periodic Labour Force Survey (PLFS). In a world where most countries are
grappling with geopolitical challenges, India has emerged as a bright spot with unhindered growth. The question that
faces us is, will the growth continue?

India Is Transforming from the Back Office of the World to a Leading Manufacturer of Cutting-Edge Technology

Most reforms and initiatives in the two terms of Narendra Modi’s government were focused on building a strong
foundation. We have seen that in the form of an exponential increase in infrastructure spending, Adhaar—a digital
biometric identification system, UPI (United Payments Interface)—which helped digitize money transfers in what was a
largely cash-dependent economy, GST (Goods and Services Tax) to streamline the complicated tax regimes across
different states and “Make in India,” a government-run initiative to boost manufacturing in the country. The country has
also been quick to capitalize on them in order to take it a step further. For instance, India realized the opportunity after
the “global chip shortage” and dedicated two tranches of subsidies amounting to a combined US$25 billion in order to
attract semiconductor manufacturing in the country. The country’s first fabrication plant is estimated to be a US$11
billion joint venture between PSMC (Powerchip Semiconductor Manufacturing Corp) and Tata Electronics , a branch of
the US$370 billion Indian conglomerate. Similar joint ventures have been announced with established companies from
Japan, Thailand, Korea and the U.S. to bring the technology skillset and manufacturing process know-how to India.

Phone manufacturing is another sector in which India has massively improved scores. The sector has transitioned from
being 78% import-dependent in 2014 to 97% self-sufficient currently. Over the past decade, a number of mobile phone
manufacturing units have come up in the country, including that of the world’s largest contract manufacturer, Foxconn
Technology Group, which is the largest producer of Apple’s iPhones globally. Apple is continually ramping up exports
from India and aiming to produce a quarter of all iPhones in India by 2025. Other major players include Samsung, which
has its largest manufacturing facility in the world based in Noida, India, and Google, which has recently announced plans
to manufacture its flagship Pixel devices in India starting in the second quarter of 2024. To put this into perspective,
phone production has surged by more than 1,700% over the last decade, making India the second-largest producer of
mobile phones globally.

India was also successful in accomplishing impressive feats in aerospace and defense, such as becoming the only country
to land an exploratory rover on the south pole of the moon, launching close to 400 foreign satellites from 23 different
countries in the last 10 years and developing the indigenous Light Combat Aircraft (LCA) Tejas, which has been inducted
into the Indian Air Force.

The length of national highways has increased by 60% over the last nine years, strengthening the foundation for
economic activity growth. This has been accompanied by similar growth in digitization, with an exponential increase in
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digital transactions, bringing a larger proportion of the population under the formal economy.

Length of National Highways in India

Volume of Digital Transactions

We believe a strong foundation has been established and continues to be developed in the form of a robust digital and
physical infrastructure, which is reminiscent of China from a couple of decades ago. India’s efforts to increase its share of
manufacturing in what has historically been a services-dominated economy have been supported by tailwinds in the form
of countries looking to diversify imports from China. This has led to the development of new industries, such as
semiconductor manufacturing, and also boosted previously lagging sectors such as smartphones, automobiles and
defense and aerospace. The government is ambitious and targeting exports from 11 sectors—namely, auto components,
automobiles, capital goods, chemicals, drones, medical devices, aerospace and defense, leather and footwear, textiles
and space—to reach US$500 billion from the current levels of US$160 billion, and we believe that India currently has the
momentum, with a combination of internal and external factors that could help it get close to this target.

Conclusion

As we have highlighted time and again, India continues to benefit from the wave of structural reforms, and we are
convinced that it might just be the beginning of a multi-decade growth story. A glimpse of India’s growth could also be
seen in India’s phenomenal rise in manufacturing activity, which is starting to supplement a robust services sector.
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India decisively outperformed emerging markets and China over the last decade, with MSCI India gaining more than
176% while MSCI China gained close to 13% and MSCI EM gained 39%. The WisdomTree India Earnings Index (WTIND),
with its smart beta construction, proved to outperform MSCI India by more than 93%, delivering total returns of 269%
over the 10 years ending February 29, 2024.

India still has a long way to go before realizing its full potential. Despite making tremendous strides over the last decade,
the GDP per capita currently stands at US$2,612, as per 2023 IMF estimates. This underscores India’s potential to
continue to generate multifold gains for investors, as saturation remains distant at this point.

Performance review of WisdomTree India Earnings Index vs MSCI India Index, MSCI China Index & MSCI
Emerging Markets Index

 

 

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

Related Blogs

+ India at Cusp of an Economic Boom

Related Funds

+ WisdomTree India Earnings Fund

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

BSE Sensex 30 Index  : A market capitalization-weighted index designed to measure the performance of 30 large,
established firms listed on the Bombay Stock Exchange that represent the industries of India’s economy.

MSCI China Index  : A free float-adjusted, market capitalization-weighted equity index designed to measure the
performance of the Chinese equity market.

MSCI Emerging Market Index  : The MSCI Em (Emerging Markets) Index is a free-float weighted equity index that
captures large and mid cap representation across Emerging Markets (EM) countries.

Beta  : A measure of the volatility of a security or a portfolio in comparison to a benchmark. In general, a beta less than 1
indicates that the investment is less volatile than the benchmark, while a beta more than 1 indicates that the investment
is more volatile than the benchmark.

MSCI India Index  : A market capitalization-weighted index designed to measure the performance of the Indian equity
market.

Gross domestic product (GDP)  : The sum total of all goods and services produced across an economy.
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