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A perspective on India’s growth 

Growth not a ‘flash in the pan’  
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But growth is decelerating more recently  
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Cycles of pessimism and optimism are not new to India 

2002 2010 

2004 2012 

India has come a long way since 2002 
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Opportunities in India 



Underpinnings of the India opportunity 

Sources: Standard Chartered Research 

Demographics 

 Young working population –  

Low dependency ratio 

 High savings rate 

Domestic Demand 

 Growing consumer markets 

 Changing lifestyles 

 Unleashing rural demand 

Infrastructure Build 

 Growth preceded infra development 

 Private sector participation 

Global integration 

 Removing the trade barriers 

 Opening up to capital flows 

Ingredients for sustainable economic growth  

Economic, 

Social and 

Political 

Drivers 
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Demography: Young population to run the global workshop 
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Out of every 100 new entrants in the global workshop, 28 will be Indians 

Sources: UNDP, Standard Chartered Research 

Average age by 2020 
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Young population saves more 

Savings rate of more than 30% of GDP creates the base for sustained investment 

Sources: CEIC, Standard Chartered Research 8 
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The income explosion…. 

Per capita income increased from USD 100 to USD 500 in 33 years and then moves to USD 1000 in just 5 
years 

Sources: CEIC, Standard Chartered Research 
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…..and the bulge in middle class  
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This rise of middle class will offer a huge  consumer market 

Shares of global middle-class consumption, 2000-50,% 
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Paradigm shift in rural wages 
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The “chaotic” urbanisation process 

Urbanisation rate increased from 27.2% in 2001 to 31.2% in 2011, 230mn more urbanites in the next two 

decades 

  2011 2001 % growth 

Statutory Towns 4,041 3,799 6% 

Census Towns 3,894 1,362 186% 

Urban Agglomerations 475 384 24% 

Out Growths 981 962 2% 

Class I towns 468 394 19% 

Million plus towns 53 35 51% 

12 Source: Standard Chartered Research 



Gen “I” aspires a better life 

Sources: Boston Consulting group, Standard Chartered Research 

75% of population in 2020 will be from Gen “I” i.e. grew up in a liberalized economy (<14 years of age 

when economy started opening) 

  1990s 2010 

# Television channels 1 >500 

# car models ~5 ~165 

# Shopping malls 0 >500 

% of household with mobile phones 0 ~60 

Internet penetration, % 0 ~11 

13 



Increased openness to trade flows 

Exports 
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 Exports and imports increased 7 times in almost a decade 

USD bn 
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Although trade deficit has become a policy challenge 
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The strategy of export diversification 

Moving up the value chain 

% share of total exports 

Diversification into different geographies 

% share of total exports 
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Textile and Textile Products 
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Engineering Goods 

Petroleum Products 

FY11  FY05 FY00 FY95  Region/Country 2011-12 (Apr – Dec) 

I. OECD Countries 33.6 

  EU 17.5 

  North America 11.7 

  US 11.1 

  Asia and Oceania 2.7 

  Other OECD Countries 1.7 

II. OPEC 18.5 

III. Eastern Europe 1.1 

IV. Developing Countries 40.3 

  Asia 29.3 

  SAARC 4.1 

  Other Asian Developing Countries 25.2 

  China 5.8 

  Africa 6.6 

  Latin America 4.4 

V. Others/Unspecified 6.5 

  Total Exports 100 

Sources: CEIC, RBI, Standard Chartered Research 



Two-way FDI flows 

FDI Inward 
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FDI allowed in most of the sectors, few restrictions remain which are being gradually removed 

USD bn 



Attracting portfolio flows 

Portfolio inflows 
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Source: Medium Term Appraisal of 11th Plan, Economic Survey FY11, Standard Chartered Research 
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Infrastructure spending to boost market opening 

Spending on infrastructure as % of GDP 

USD 500bn for FY08-12, USD 1trn for FY13-17 

Private sector importance increases 
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India’s near term challenges 



Declining productivity 

Sources: CEIC, Standard Chartered Research 
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Moderating investment 

Sources: CEIC, Standard Chartered Research 
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Sticky inflation 

Sources: CEIC, Standard Chartered Research 
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Widening deficits 

Twin deficits 
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Depreciating currency 

Sources: Bloomberg, Standard Chartered Research 
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Reform rush! 

Foreign investors Status 

49% FDI in multi-brand retail Notified, state approval reqd 

100% FDI in single-brand retail Notified 

49% FDI in insurance and 

pension 
Parliament approval reqd 

FDI in Aviation Parliament approval reqd 

GAAR deferral Likely soon 

Retrospective taxation Under consideration 

Withholding tax reduction Notified 

FII debt holding simplification Notified 

Fiscal deficit reduction Status 

Diesel price hike Announced 

Cooking gas cylinder cap Announced 

Divestment Intent shown, details awaited 

Deficit consolidation roadmap Under consideration 

Urea price decontrol Under consideration 

Domestic investment Status 

SEB loss restructuring Announced, state approval reqd 

FSA between power producers and Coal India Likely soon 

Incentives for small investors in equity markets Announced 

Tax incentives for insurance products Under consideration 

National Investment Board Under consideration 

Faster clearance of projects Under consideration 

Land acquisition Bill Under consideration 

26 Source: Standard Chartered Research 
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Nominal GDP multiplies to 
USD 9.5trn, per capita 
income at USD 7000 

Young population – Average 
age at 29 years, half the 

population below 25 

40% of the population 
entering middle class with 

aspirations to consume 

Changing consumption 
profile – from food to 

branded luxury 

Infrastructure investment for 
the decade could be USD 

2.4trn  

Outstanding bank credit 
could be USD 6.2trn 

Exports likely to expand to 
USD 2trn penetrating 
unexplored markets 

India to become the third 

largest economy 

India 2020: Land of opportunities 



The China story 



China’s economic cycle   
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Real credit growth 

Cement 
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Real credit growth suggests investment activity will pick up 

Sources: CEIC, Standard Chartered Research 



Monetary policy easing will help 

 
PBoC lowered RRR 

Sources: Bloomberg, Standard Chartered Research 
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Inflation is not a concern for 2012, but 3013 could be different 

CPI inflation is expected to continue to rise in 2013, we expect the first rate hike in Q4 2013 

Sources: CEIC, Standard Chartered Research 
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Export growth, real y/y; export volume at Dec-2003 price 

USD bn, 3mma 

Exports and imports are OK, considering the world is so bad… 

Sources: CEIC, Standard Chartered Research 

Import growth, real y/y; import volume at Dec-2003 price 

USD bn, 3mma 
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Transaction volumes 

 

31 cities’ primary sales, mn sqm of floor space sold 

 

Prices 

 

31 cities’ average selling prices, CNY/sqm 

 

Housing is key and it is turning 
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The dragon and the tiger 



 Will history repeat itself? 

GDP in Year 1850 (US$ bn) 

GDP in Year 1950 (US$ bn) 

GDP in Year 2030 (US$ bn) 
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Shift in balance of economic power 

Sources: BIS, Standard Chartered Research 

Rank 2000 USD trn 2010 USD trn 2020 USD trn 2030 USD trn 

1 US 10.0  US 14.6  China 24.6 China 73.5  

2 Japan 4.7 China 5.9 US 23.3 US 38.2 

3 Germany 1.9 Japan 5.6 India 9.6 India 30.3 

4 UK 1.5 Germany 3.3 Japan 6.0 Brazil 12.2 

5 France 1.3 France 2.6 Brazil 5.1 Indonesia 9.3 

6 China 1.2 UK 2.3 Germany 5.0 Japan 8.4 

7 Italy 1.1 Italy 2.0 France 3.9 Germany 8.2 

8 Canada 0.7 Brazil 2.0 Russia 3.5 Mexico 6.6 

9 Brazil 0.6 Canada 1.6 UK 3.4 France 6.4 

10 Mexico 0.6 Russia 1.5 Indonesia 3.2 UK 5.6 

Ten largest economies by decade from 2000 

Ranking and nominal GDP (USD trn) 



Advantage India 

 A more sustainable balance between consumption and investment 

 Less exposed to global economic shocks 

 Did India skip a step on path of development? India’s services vs 

China’s manufacturing 

 The demographic advantage: Ageing China and young India 

 Private enterprise: the dynamism behind India’s growth 

 Democratic institutions (including rule of law and freedom of speech) 

as bedrock of sustainable growth 

 Deeper and more developed financial markets and market determined 

macro variables 

 The language advantage 
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Where India is lagging China 

 A 13-year head start on economic reforms 

 Infrastructure and natural resources 

 Planned urbanization trends 

 Innovation and speed of execution 

 Fiscal and monetary policy flexibility which can provide buffer to 

macro shocks 
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China’s dependence on investment 

Sources: CEIC, Standard Chartered Research 
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China’s growth: from investment and productivity 

 

Contribution to average growth over each period, ppt 

 

Sources: Wu, NBS, Standard Chartered Research 
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China’s capital stock is much lower than the US 

Capital stock per capita, USD at constant 2005 prices 

 

Sources: Dragonomics, Standard Chartered Research 
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Bridging the investment gap 

Sources: The World Bank, Standard Chartered Research 
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Different economic models continue 

Sources: World Bank, Standard Chartered Research 

India 

China 

20 

25 

30 

35 

40 

45 

50 

55 

1990 1993 1996 1999 2002 2005 2008 

India 

China 

20 

25 

30 

35 

40 

45 

50 

55 

1990 1993 1996 1999 2002 2005 2008 

India 

China 

10 

15 

20 

25 

30 

35 

40 

45 

50 

55 

1990 1993 1996 1999 2002 2005 2008 

Agriculture 

% of GDP 

Services 

% of GDP 

Industry 

% of GDP 



45   

The Lewis Turning Point has arrived for China 
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Entrepreneurship and creativity: built to last 

India’s Jugaad (creative improvisation) focuses on SMEs 

 

SME sector: 

  26 million enterprises 

  60 million jobs 

 SMEs contribute 45% of industrial output and 

40% of exports 

 

Sources: Union Budget Speech for FY11, Shanghai Stock Exchange, RBI, Standard Chartered Research 
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SCB Forecasts for India 

FY09 FY10 FY11  FY12  FY13(F) 

GDP growth, % 6.7 8.4 8.4 6.5 5.4 

WPI, %  8.0 3.9 9.6 8.8 7.8 

Fiscal balance, % of GDP -6.0 -6.3 -5.1 -5.9 -5.8 

CAD, % of GDP -2.4 -2.8 -2.6 -4.2 -3.4 

Repo rate, % 5.00 5.00 6.75 8.50 7.75 

Reverse repo rate, % 3.50 3.50 5.75 7.50 6.75 

USD-INR, end-march 50.70 44.90 44.60 50.94 52.50 

India’s Fiscal Year (FY) is from 1 Apr to 31 Mar 

47 Source: Standard Chartered Research 



SCB forecasts for China 

Sources: Standard Chartered Research 

2009 2010 2011 2012F 2013F 2014F 

GDP growth, % 9.2 10.4 9.2 7.7 7.8 7.5 

CPI, % -0.7 3.3 5.4 2.0 4.0 4.0 

Current account, % of GDP 5.1 5.1 2.7 1.9 2.7 3.1 

USD-CNY (year end) 6.828 6.623 6.301 6.31 6.19 6.00 

FX reserves, USD bn (increase) 
2,399 

(453) 

2,847 

(448) 

3,181 

(334) 

3,547 

(366) 

3,925 

(378) 

4,380 

(455) 

1-yr base loan rate, % 5.31 5.81 6.56 6.00 6.25 7.00 



Thank you 
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Retail Clients in the European Economic Area as defined by Directive 2004/39/EC. Nothing in this document constitutes a personal recommendation or investment advice as defined by Directive 

2004/39/EC. Australia: The Australian Financial Services License for SCB is License No: 246833 with the following Australian Registered Business Number (ARBN: 097571778). Australian 

investors should note that this document was prepared for wholesale investors only within the meaning of section 761G of the Australian Corporations Act 2011 and the Corporations 

Regulations. This document is not directed at persons who are “retail clients” as defined in the Australian Corporations Act 2011. Brazil: SCB disclosures pursuant to the Securities Exchange 

Commission of Brazil (“CVM”) Instruction 483/10: This research has not been produced in Brazil. The report has been prepared by the research analyst(s) in an autonomous and independent 

way, including in relation to SCB. THE SECURITIES MENTIONED IN THIS REPORT HAVE NOT BEEN AND WILL NOT BE REGISTERED PURSUANT TO THE REQUIREMENTS OF THE 

SECURITIES AND EXCHANGE COMMISSION OF BRAZIL AND MAY NOT BE OFFERED OR SOLD IN BRAZIL EXCEPT PURSUANT TO AN APPLICABLE EXEMPTION FROM THE 

REGISTRATION REQUIREMENTS AND IN COMPLIANCE WITH THE SECURITIES LAWS OF BRAZIL. China: This document is being distributed in China by, and is attributable to, Standard 

Chartered Bank (China) Limited which is mainly regulated by China Banking Regulatory Commission (CBRC), State Administration of Foreign Exchange (SAFE), and People’s Bank of China 

(PBoC). Hong Kong: This document, except for any portion advising on or facilitating any decision on futures contracts trading, is being distributed in Hong Kong by, and is attributable to, 

Standard Chartered Bank (Hong Kong) Limited which is regulated by the Hong Kong Monetary Authority. Japan: This document is being distributed to Specified Investors, as defined by the 

Financial Instruments and Exchange Law of Japan (FIEL), for information only and not for the purpose of soliciting any Financial Instruments Transactions as defined by the FIEL or any 

Specified Deposits, etc. as defined by the Banking Law of Japan. Singapore: This document is being distributed in Singapore by SCB Singapore branch, only to accredited investors, expert 

investors or institutional investors, as defined in the Securities and Futures Act, Chapter 289 of Singapore. Recipients in Singapore should contact SCB Singapore branch in relation to any 

matters arising from, or in connection with, this document. South Africa: SCB is licensed as a Financial Services Provider in terms of Section 8 of the Financial Advisory and Intermediary 

Services Act 37 of 2002. SCB is a Registered Credit Provider in terms of the National Credit Act 34 of 2005 under registration number NCRCP4. UAE (DIFC): SCB is regulated in the Dubai 

International Financial Centre by the Dubai Financial Services Authority. This document is intended for use only by Professional Clients and should not be relied upon by or be distributed to 

Retail Clients. United States: Except for any documents relating to foreign exchange, FX or global FX, Rates or Commodities, distribution of this document in the United States or to US persons 

is intended to be solely to major institutional investors as defined in Rule 15a-6(a)(2) under the US Securities Act of 1934. All US persons that receive this document by their acceptance thereof 

represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. Any US recipient of this document wanting additional 

information or to effect any transaction in any security or financial instrument mentioned herein, must do so by contacting a registered representative of Standard Chartered Securities (North 

America) Inc., 1095 Avenue of the Americas, New York, N.Y. 10036, US, tel + 1 212 667 0700. WE DO NOT OFFER OR SELL SECURITIES TO U.S. PERSONS UNLESS EITHER (A) THOSE 

SECURITIES ARE REGISTERED FOR SALE WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION AND WITH ALL APPROPRIATE U.S. STATE AUTHORITIES; OR (B) THE 

SECURITIES OR THE SPECIFIC TRANSACTION QUALIFY FOR AN EXEMPTION UNDER THE U.S. FEDERAL AND STATE SECURITIES LAWS NOR DO WE OFFER OR SELL 

SECURITIES TO U.S. PERSONS UNLESS (i) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL ARE PROPERLY REGISTERED OR LICENSED TO CONDUCT 

BUSINESS; OR (ii) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL QUALIFY FOR EXEMPTIONS UNDER APPLICABLE U.S. FEDERAL AND STATE LAWS.  

  

© Copyright 2012 Standard Chartered Bank and its affiliates. All rights reserved. All copyrights subsisting and arising out of all materials, text, articles and information contained herein is the 

property of Standard Chartered Bank and/or its affiliates, and may not be reproduced, redistributed, amended, modified, adapted, transmitted in any way without the prior written permission of 

Standard Chartered Bank.  

51 


