India different from 2013: Report

Times News NETWORK

New Delhi: India has trans-
formed in adecade — it is dif-
ferent from what it was in
2013 — and has gained posi-
tions in the world order, with
significant positive consequ-
ences for macro and market
outlook, says a report by
Morgan Stanley.

“We run into significant
scepticism about India, par-
ticularly with overseas in-
vestors, who say that India
has not delivered its potenti-
al (despite its being the se-
cond-fastest-growing econo-
my and among the top-per-
forming stock markets over
the past 25 years) and that
equity wvaluations are too
rich. However, such a view
ignores the significant
changes that have taken pla-
ce in India, especially since
2014,” said the report.

The report highlighted
the 10 big changes, mostly be-
cause of India’s policy choi-
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ces, and their implications
for its economy and market.
These include supply-side
policy reforms, formalisa-
tion of the economy, real es-
tate (regulation and develop-
ment) act, digitalising social
transfers, insolvency and
bankruptcy code, flexible in-
flation targeting, focus on
FDI, India’s 401(k) moment,
government support for cor-
porate profits and MNC sen-
timent at multi-vear high.

Thereportsaid that India
will emerge as a key driver
for Asia and global growth
and India’s next decade will
resemble China in 2007-11
and GDP and growth diffe-
rentials will swing in India’s
favour. It also highlighted 10
implications for the macro
and market outlook.

The report said manufac-
turing and capex as percen-
tageof GDPwill increase ste-
adily. “We expect a new cycle
in manufacturing and capex,
as we estimate share of both
torise in GDP by approxima-
tely 5 ppt (percentage point)
by 2031,” said the report.

It said export market sha-
retodouble. “Weestimatethat
India’s export market share
willriseto4.5% by 2031, nearly
2x from 2021 levels, with bro-
ad-based gains across goods
and services exports.”

The report said changes
will result in a major shift in
consumption and as India’s
per capita income increases

from $2,200 currently to abo-
ut $5,200 by 2032, this will ha-
ve major implications for
change in the consumption
basket, with an impetus to
discretionary consumption.
The other implications in-
clude, lower volatility in in-
flation and shallower interest
rate cycles, benign trend in
currentaccountdeficit, apro-
fit boom, lower correlation
with oil prices, lower correla-
tion with US recession, and
valuationre-rating.
“Weexpect inflationtore-
main benign and less volati-
le, which would imply shallo-
werrate cycles. Shallower ra-
tecycles couldalso imply mo-
re benign equity market
cycles,” according to the re-
port. The key risks flagged
by the report for India inclu-
de a global recession, a frag-
mented general election out-
come in 2024, sharp rise in
commodity prices due to
supply outages and shorta-
ges in skilled labour supply.



