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India: at the junction of recovery and growth
In an otherwise challenging and often bearish investment landscape, India is the only large accessible economy 

that is projected to grow at 7% or more for a foreseeable future.1 Unlike China, which for many years economists 

have emphasised should shift from an export-centric model to a more self-contained economy, India has been an 

economy sustained by its own consumption.

Below, we highlight what a roaring Indian economy might mean for investors.

INDIAN MODEL: SUSTAINABLE DEBT LEVELS WITH DEMOGRAPHICS AND HOUSEHOLDS DRIVING 

CONSUMPTION-LED GROWTH

 + Underleveraged: Due to its relatively low debt levels, India can increase debt issuance with ease, thereby 

accelerating growth without running into the risk of excess debt levels. In 2015 Domestic Credit to the private 

sector (% of GDP) stood at 52.6% for India compared to 153.3% for China. This reflects China’s years of rising 

debt and state-driven investments which have created excess capacity in several sectors. 

 + Demographics propelled: By 2050, India’s workforce (that is, people between 15-59 years old) is expected 

to have grown from the current 674 million to a staggering 940 million. To put this into perspective, the US 

workforce will be a little over 200 million in 2050 at its current rate and China is likely to be facing a shrinking 

workforce. This will potentially drive up labour costs in China—which would be a dent to its competitiveness. 

 + Consumption driven: Juxtaposing India’s favourable demographics with its consumption expenditure, it’s no 

surprise that India’s ~60% consumption expenditure to GDP ratio is much higher than the ~39% of China.2 

This indicates an economic model that is hugely influenced by local consumption (see Chart 1) with greater 

potential insulation from global headwinds.

Chart 1: Household consumption expenditure (% of GDP)

Source: World Bank, as of 31/01/2017

1Source: IMF projections until 31/12/2020, as of 31/12/2016. 2Source: World Bank, as of 31/1/2017.
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PARTICIPATING IN THE GROWTH OF INDIA

Unlike China’s, India’s growth is, to a great extent, fuelled by its fast-growing middle-class and internal consumption. 

When we combine these consumption numbers with burgeoning demographics, we get an economy that we 

believe offers unparalleled growth potential. 

To give a sense of growth trends in India, there is an astounding projected rise of Indian Gen ‘X’ mobile banking 

use, as shown in Chart 2.

Chart 2: Mobile banking: projected market size (in INR billion) 
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Source: Bank of America, Merrill Lynch, as of 30/06/2016

LIBERALISATION OF THE ECONOMY AND KEY REFORMS

Another key element to India’s growing economy is that the Modi government has been gradually opening various 

sectors of the economy to foreign investors. Areas like Construction Projects, Cable Networks, Agriculture and 

Plantation (Coffee, Rubber and Palm Oil, etc.), Air Transportation (non-scheduled and ground handling) are now 

allowed to have 100% Foreign Direct Investment (FDI). While other sectors like Defence and Broadcast have been 

allowed, for now, an increase to 49% in FDI. We believe this creates opportunities for investors to invest in sectors 

which were earlier not accessible. 

The Modi government is also in the process of implementing what could be the single biggest tax reform under the 

‘Goods and Services Tax’ or GST bill. Under this taxation scheme, all states and central taxes would be combined 

to create a consistent tax structure across the entire country, converting the whole nation into one market place. 

Several other key reforms on boosting consumption, infrastructure spending, debt recovery for banks, etc., are also 

in the process of being implemented.

MARKET OUTLOOK

Strategically India has strong growth potential, but what about tactical opportunities? From a monetary policy 

standpoint the Reserve Bank of India (RBI), after having successfully fought inflation from highs of 11.51% YoY as 

of November 2013 to its current lows of 3.41% as of December 2016, has engaged in consecutive rate cuts to spur 

growth.
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Chart 3 shows how the SENSEX, India’s leading index, has traditionally delivered double-digit annual returns, with a 

lag, following the last two rate cut cycles by the RBI. Table 1 breaks down realised returns for a one-year period after 

the corresponding rate cuts cycle ended.

Chart 3: SENSEX reacting positively to rate cuts (31 December 2007 to 31 December 2016)
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Source: Bloomberg, WisdomTree. Past performance is not a reliable indicator of future performance. 

Table 1: Returns delivered by Sensex Index one year after past rate cut cycles ended, as of 31 December 2016

Consecutive repo rate cut cycles SENSEX returns (in $)

Phases Time period engaged Rate starting level Rate ending level
Time length  

(One year following rate cut 
cycle)

Total returns

Phase 1 Oct 08 - May 09 9.00% 4.75% May 09 - May 10 19.46%

Phase 2 Apr 12 - May 13 8.50% 7.25% May 13 - May 14 18.53%

Phase 3 Jan 15 - Present 8.00% 6.25% - -

Source: Bloomberg, WisdomTree, 31/12/2016. Past performance is not a reliable indicator of future performance.

CONCLUSION

India is at an interesting crossroad where leadership is pro-actively taking tough reforms for long-term growth. 

Two pillars of the Indian economy, that is consumption and demographics, have encouraging projected growth 

numbers. 

What we see right now in India is the following:

 + Policymakers are not shy of taking bold steps and opening the economy

 + A central bank that successfully fought inflation is now supportive of growth through lenient monetary policy

 + We have a global macro environment that is not disruptive of growth in India, and

 + Financial planning that is accelerating consumption, infrastructure and digitisation. 

We believe that investors interested in Emerging Markets who hold an overweight position in Indian equities 

(which are at the right junction of recovery and growth) will benefit from long-term growth.
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DISCLAIMER
The content on this document is issued by WisdomTree Europe Ltd (“WTE”) an appointed representative of Mirabella 
Advisers LLP, which is authorised and regulated by the Financial Conduct Authority (“FCA”). View our Conflicts of Interest 
Policy and Inventory at www.wisdomtree.eu/cofi. For professional clients only. Past performance is not a reliable indicator of 
future performance. Any historical performance included on this document may be based on back testing. Back testing is the 
process of evaluating an investment strategy by applying it to historical data to simulate what the performance of such strategy 
would have been. Back tested performance is purely hypothetical and is provided on this document solely for informational 
purposes. Back tested data does not represent actual performance and should not be interpreted as an indication of actual 
or future performance. The value of the Shares may be affected by exchange rate movements. Any decision to invest should 
be based on the information contained in the WT Prospectus or Boost Prospectus and after seeking independent investment, 
tax and legal advice. These products may not be available in your market or suitable for you. The content on this document 
does not constitute investment advice nor an offer for sale nor a solicitation of an offer to buy Shares. An investment in ETPs is 
dependent on the performance of the underlying index, less costs, but it is not expected to match that performance precisely. 
ETPs involve numerous risks including among others, general market risks relating to the relevant underlying index, credit risks 
on the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, inflationary risks, liquidity risks and 
legal and regulatory risks. The information contained on this document is not, and under no circumstances is to be construed as, 
an advertisement or any other step in furtherance of a public offering of shares in the United States or any province or territory 
thereof, where none of the Issuer or the Shares are authorised or registered for distribution and where no prospectus of the 
Issuer has been filed with any securities commission or regulatory authority. No document or information on this document 
should be taken, transmitted or distributed (directly or indirectly) into the United States. Neither the Issuer nor any securities 
issued by it have been or will be registered under the United States Securities Act of 1933 or the Investment Company Act of 
1940 or qualified under any applicable state securities statutes. The products discussed on this document are issued by either 
WisdomTree Issuer PLC (“WT Issuer”) or Boost Issuer (each of them separately, the “Issuer”). 

WisdomTree Issuer PLC: WisdomTree Issuer PLC is an umbrella investment company with variable capital having segregated 
liability between its funds organised under the laws of Ireland as a public limited company and authorised by the Central Bank of 
Ireland (“CBI”). WT Issuer is organised as an Undertaking for Collective Investment in Transferable Securities (“UCITS”) under the 
laws of Ireland and shall issue a separate class of shares (“Shares”) representing each fund. Investors should read the prospectus 
of WT Issuer (“WT Prospectus”) before investing and should refer to the section of the WT Prospectus entitled ‘Risk Factors’ for 
further details of risks associated with an investment in the Shares. 

Boost Issuer PLC: Boost Issuer on the other hand issues products under a Prospectus (“Boost Prospectus”) approved by the 
Central Bank of Ireland, drawn up in accordance with the Directive 2003/71/EC. The Boost Prospectus has been passported to 
various European jurisdictions including the UK, Italy and Germany and is available on this document. Boost Exchange Traded 
Products (“ETPs”) are suitable for financially sophisticated investors who wish to take a short term view on the underlying indices 
and can understand the risks of investing in products offering daily leveraged or daily short exposures. ETPs offering daily 
leveraged or daily short exposures (“Leveraged ETPs”) are products which feature specific risks that prospective investors should 
understand before investing in them. Higher volatility of the underlying indices and holding periods longer than a day may have 
an adverse impact on the performance of Leveraged ETPs. As such, Leveraged ETPs are intended for financially sophisticated 
investors who wish to take a short term view on the underlying indices and understand such risks. As a consequence, WisdomTree 
Europe Ltd is not promoting or marketing Boost ETPs to retail clients. Investors should refer to the section entitled “Risk Factors” 
and “Economic Overview of the ETP Securities” in the Boost Prospectus for further details of these and other risks associated with 
an investment in Leveraged ETPs and consult their financial advisors as needed. Neither WisdomTree Europe Ltd. nor the Issuer 
has assessed the suitability of any Leveraged ETPs for investors other than the relevant Authorised Participants.

For Investors in Switzerland – Regulated Qualified Investors: The distribution of shares of WisdomTree Issuer Plc sub-funds 
(the “Funds”) in Switzerland which have been registered with the Swiss Financial Market Supervisory Authority (FINMA) will 
be made to, and directed at, qualified investors. The Funds which have not been registered with the FINMA will be marketed 
exclusively to regulated qualified investors as defined in Article 10 (3)(a) and (b) of the Swiss Collective Investment Schemes. Act of 
23 June 2006, as amended (“CISA”). The Representative and Paying Agent in Switzerland is Société Générale Paris, Zurich Branch, 
Talacker 50, PO Box 5070, 8021 Zurich, Switzerland. The prospectus, KIID, the Articles and the annual and semi-annual reports are 
available free of charge from the office of the Swiss Representative and Paying Agent.

For Investors in Malta: This document does not constitute or form part of any offer or invitation to the public to subscribe for or 
purchase shares in the Fund and shall not be construed as such and no person other than the person to whom this document has 
been addressed or delivered shall be eligible to subscribe for or purchase shares in the Fund. Shares in the Fund will not in any 
event be marketed to the public in Malta without the prior authorisation of the Maltese Financial Services Authority.

For Investors in France: The information in this document is intended exclusively for professional investors (as defined under 
the MiFID) investing for their own account and this material may not in any way be distributed to the public. The distribution of 
the Prospectus and the offering, sale and delivery of Shares in other jurisdictions may be restricted by law. The Issuer is a UCITS 
governed by Irish legislation, and approved by the Financial Regulatory as UCITS compliant with European regulations although 
may not have to comply with the same rules as those applicable to a similar product approved in France. The Fund has been 
registered for marketing in France by the Authority Financial Markets (Autorité des Marchés Financiers) and may be distributed 
to investors in France. Copies of all documents (i.e. the Prospectus, the Key Investor Information Document, any supplements 
or addenda thereto, the latest annual reports and the memorandum of incorporation and articles of association) are available in 
France, free of charge at the French centralizing agent, Societe Generale at 29, boulevard Haussmann – 75009 Paris, France. Any 
subscription for Shares of the Fund will be made on the basis of the terms of the prospectus and any supplements or addenda 
thereto.


