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Key Takeaways

* India’s corporate earnings and stock market performance have faced short-term pressure, with the
MSCI India Index down more than 21% from its peak, and foreign investors withdrawing over four out
of five recent months, from October 2024 to February 2025, amid global uncertainty.

» Despite this slowdown, India’s GDP is projected to grow at 6.6% in 2025, supported by strong
domestic demand, resilient foreign direct investment (FDI) inflows and government-led infrastructure
investments.

* With a young, expanding workforce, structural economic reforms and rising global trade partnerships,
India remains one of the most attractive long-term investment opportunities among emerging markets.

Over the past year, India has experienced a slowdown in corporate earnings growth and stock market
performance, reflecting global economic headwinds, reduced government spending and softer demand
across key sectors. The MSCI India Index had a muted performance over the past year, dropping 5%1
(most of which came from the depreciation of the Indian rupee versus the U.S. dollar) and declining more
than 21%1 from its peak in September 2024. Corporate earnings have also grown at a more moderate pace
compared to previous years. However, despite these near-term challenges, India remains one of the most
compelling long-term investment opportunities globally, driven by structural reforms, strong demographics
and continued economic expansion.

The Recent Slowdown: What's Happening?

Muted Corporate Earnings Growth

e The Nifty 50 companies reported a 5% profit growth in the October—December 2024 quarter, marking
the third consecutive quarter of single-digit increases.

e This represents a slowdown from the 14% annualized earnings growth seen in 2023.
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Sectors such as banking, IT and consumer goods have faced margin pressures due to rising costs
and subdued demand.

Stock Market Underperformance

The Nifty 50 has fallen by approximately 17% (USD returns) from its peak, reflecting investor caution
amid slowing earnings growth.

Foreign institutional investors (FlIs) have withdrawn more than $10 billion from Indian equities in early
2025,1 citing concerns over valuation and global uncertainty.

Market volatility has increased as global economic conditions remain uncertain, affecting capital
inflows into emerging markets like India.

Economic Growth Remains Resilient

Despite the corporate earnings slowdown, India's GDP is projected to grow 6.6% in 2025, one of the
highest rates among major economies.

Domestic demand remains strong, bolstered by India's expanding middle class and urbanization
trends.

Government infrastructure spending remains robust, although fiscal tightening has led to a temporary
slowdown in some public sector investments.

Why India's Long-Term Investment Story Remains Strong

Structural Economic Growth

India is projected to become the world's third-largest economy by 2027, surpassing Japan and
Germany.

The IMF expects India's GDP to exceed $5 trillion by 2026, reinforcing its position as a key driver of
global economic growth.

India remains one of the fastest-growing large economies despite short-term earnings pressures.

Resilient Foreign Direct Investment (FDI) and Trade Agreements

FDI inflows increased by 26% to $42.1 billion in the first half of FY 2024—-2025, signaling continued
confidence from global investors.

The country has surpassed $1 trillion in cumulative FDI inflows since April 2000, reinforcing its
attractiveness as a business hub.

The $100 billion trade agreement with the European Free Trade Association (EFTA) is expected to
further boost foreign investments, while the FTA with the United Kingdom is in its final stages. There
have also been several Memoranda of Understanding (MOUSs) with other major economies, including
the United States and Japan.
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Demographic and Consumption Strength

India’'s median age is just 28 years, providing a dynamic and expanding workforce that will drive
consumption and economic growth for decades.

The middle class is expected to grow to 800 million by 2030, significantly increasing demand for
housing, financial services, health care and consumer goods.

Urbanization trends continue, fuelling demand for infrastructure, technology and services.

Government Reforms and Growth Policies

India's government has enacted business-friendly reforms, including:
A lower corporate tax rate (22%), making it one of the most competitive in Asia.

Incentives for foreign investment, including simplified regulations and ease-of-doing-business re-
forms.

Massive infrastructure spending exceeding $1.4 trillion by 2025, for smart cities, highways and
digital connectivity.

A lower corporate tax rate (22%), making it one of the most competitive in Asia.
Incentives for foreign investment, including simplified regulations and ease-of-doing-business reforms.

Massive infrastructure spending exceeding $1.4 trillion by 2025, for smart cities, highways and digital
connectivity.

The "China Plus One" strategy is benefiting India as global supply chains diversify away from
China. India has the world's second-largest English-speaking population, which further strengthens
its appeal, enabling smoother integration into global supply chains, especially in tech, services and
manufacturing.

Sectoral Growth Opportunities

Technology & Digital Economy: India's digital economy is projected to surpass $1 trillion by 2030,
supported by fintech, Al and cloud services.

Manufacturing & Infrastructure: India's Production Linked Incentive (PLI) scheme is attracting
billions in FDI, particularly in electronics and semiconductors.

Renewable Energy: The government is targeting 500 GW of renewable energy capacity by 2030,
creating new investment opportunities in solar, wind and electric vehicles.

Forward-Looking Earnings Projections: Recovery Expected

Despite recent earnings pressures, analysts remain optimistic about India's corporate earnings growth

over the next few years:

https://www.wisdomtree.com/us/insights/blog/india-short-term-slowdown-long-term-strength

WISDOMTREE



WISDOMTREE BLOG

* Nifty 50 earnings are projected to grow by 14.7% for the financial year ending March 2026, driven by
a recovery in domestic demand and global stabilization.

e Sectors such as manufacturing, renewable energy and consumer goods are expected to outperform
in 2025-2026, as inflation pressures ease and corporate margins expand.

e Banking and financial services earnings are projected to rebound as credit growth recovers and
loan delinquencies stabilize, supported by the proactive monetary policies and regulatory oversight
of the Reserve Bank of India (RBI). The RBI's balanced approach to inflation control and economic
growth has ensured adequate liquidity in the financial system, while its regulatory measures—such
as improved asset quality recognition, capital adequacy norms and stress test frameworks—have
strengthened the sector's resilience.

e The RBI's push for financial inclusion and digital banking initiatives has expanded credit access,
driving loan growth. With economic recovery gaining traction, better asset quality, lower credit costs
and improving demand for credit are expected to support higher earnings for banks and financial
institutions in the coming quarters.

Conclusion: A Temporary Slowdown but a Strong Long-Term Bet

While India has experienced a slowdown in corporate earnings and stock market performance over the past
yeatr, its long-term investment story remains intact. The country's strong economic fundamentals, resilient
FDI inflows, growing consumer base and government-backed reforms make it a compelling destination for
long-term investors.

As earnings growth recovers in the second half of 2025, India is poised to continue its rise as a global
economic powerhouse, we believe offering one of the best investment opportunities among emerging
markets. Short-term market volatility could be an opportunity for investors to enter India's powerful
long-term trajectory.

WisdomTree offers differentiated exposure to India through the WisdomTree India Earnings Fund (EPI) and
WisdomTree India Hedged Equity Fund (INDH). EPI provides a broad-based, earnings-weighted exposure
to tackle the comparatively expensive Indian markets, while INDH provides exposure to large-cap Indian

stocks while hedging the currency exposure, thereby delivering lower volatility alongside reduced currency
risk.

It is notable that EPI has delivered strong outperformance over the common history of the Fund versus
the iShares MSCI India ETF (INDA), which continues to be the largest ETF by AUM providing exposure
to Indian markets. In the last five years to March 5, 2025, EPI delivered a strong 4.96% of annualized
outperformance versus INDA, as seen in figure 1.

Figure 1: Performance of EPI vs. INDA
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@ EPI- WisdomTree India Earnings Fund @@ INDA - iShares MSCI India ETF

CUMULATIVE PERFORMANCE as of 05/03/2025 Average Annual Total Returns

Common Period
03/02/2012 -
05/03/2025

Inception - - 5- 10- Since

Ticker Fund Z
: Date Year Year Inception

WisdomTree India Earnings Fund (NAV) 02/22/2008 -6.53%  8.88%  15.34%  7.17% 4.23% 7.05%

INDA iShares MSCI India ETF (NAV) 02/02/2012 -4.86%  5.74%  10.40%  5.31% 6.12% 6.12%

Sources: WisdomTree, FactSet. Performance from 2/3/12 to 3/5/25—Cumulative Total Return. Current
performance may be lower or higher than quoted. Investment returns and principal value of an investment
may be worth more or less than their original cost. Past performance is not indicative of future
results. Investment return and principal value of an investment will fluctuate so that an investor's
shares, when redeemed, may be worth more or less than their original cost. Current performance
may be lower or higher than the performance data quoted. For the most recent month-end and
standardized performances, click EPI, or call 866.909.9473 for INDA.

Figure 2: Important Information
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Fundamentals WisdomTree India Earnings Fund (EPI1) iShares MSCI India ETF (INDA)
WisdomTree India Earnings Fund seeksto  The iShares MSCI India ETF seeks to track the
Objective track the investment results of profitable investment results of an index composed of
companies in the Indian equity market. Indian equities.
Inception Date 2/22/08 2{2/12
Expense Ratio 0.87T% 0.62%
Index WisdomTree India Earnings Index MSCI India Index
Assets Under Management $2,953,665,450 $8,373,942,952

Sources: WisdomTree, iShares, as of 3/10/25. Current performance may be lower or higher than quoted.
Investment returns and principal value of an investment may be worth more or less than their original
cost. Past performance is not indicative of future results. Investment return and principal value of
an investment will fluctuate so that an investor's shares, when redeemed, may be worth more or
less than their original cost. Current performance may be lower or higher than the performance
data quoted. For the most recent month-end and standardized performances, click EPI, or call
866.909.9473 for INDA.

1 Source: Bloomberg, up to 2/28/25.
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Important Risks Related to this Article

EPI: There are risks associated with investing, including the possible loss of principal. Foreign investing
involves special risks, such as risk of loss from currency fluctuation or political or economic uncertainty.
This Fund focuses its investments in India, thereby increasing the impact of events and developments
associated with the region, which can adversely affect performance. Investments in emerging, offshore or
frontier markets such as India are generally less liquid and less efficient than investments in developed
markets and are subject to additional risks, such as risks of adverse governmental regulation and
intervention or political developments. As this Fund has a high concentration in some sectors, the Fund
can be adversely affected by changes in those sectors. Due to the investment strategy of this Fund, it may
make higher capital gain distributions than other ETFs. Please read the Fund’s prospectus for specific
details regarding the Fund'’s risk profile.

INDA: Carefully consider the Fund’s investment objectives, risk factors, and charges and expenses
before investing.This and other information can be found in the Fund’s prospectus and, if available,
summary prospectus, which may be obtained by calling 1-800-iShares (1-800-474-2737) or by

visiting www.iShares.com or www.blackrock.com. Read the prospectus carefully before investing.

Investing involves risk, including the possible loss of principal.

International investing involves risks, including risks related to foreign currency, limited liquidity, less
government regulation and the possibility of substantial volatility due to adverse political, economic, or
other developments. These risks are often heightened for investments in emerging/developing markets or
in concentrations of single countries.

Diversification may not protect against market risk or loss of principal. Shares of ETFs are bought and
sold at market price (not NAV) and are not individually redeemed from the Fund. Any applicable brokerage
commissions will reduce returns.
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