Chief Investment Office
Thought Leadership | May 2025

FJCIMB

ASIAN Tiger 2.0 - India

A Growth Story for Troubled Times

Global markets are at a crossroads, rattled by trade wars,
geopolitics, and policy uncertainty. As investors scramble for
diversified opportunities, one story stands out amid the noise—
India.

Despite short-term concerns, India’s structural strengths position
it as a standout long-term growth story. In this edition of our ASIAN
Tiger 2.0 thought leadership series, we unpack why India is
capturing investor attention and what you need to know to
navigate this dynamic and often misunderstood market.
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From the CIO Desk

India’s journey to where it is today

India’s economy has been steadily evolving from agrarian to
industrial and service-driven. The contribution of agriculture to
an economy declines as a country industrialises, and India is
no exception. In the 1980s, agriculture accounted for over one-
third of the economy and employed two-thirds of its workforce.

Today, the services sector contributes more than half of the
country’s economic output, on par with China. This services
boom was initially fuelled by growth in trade and hospitality
from the 1970s to the 2000s, but has since transitioned to
professional services, particularly in business, finance, and
real estate.

As more Indians enter the secondary and tertiary sectors, the
nation’s per capita income has grown significantly, especially
over the last decade. Between 2014 and 2024, GDP per capita
rose over 70% from USD1,560 to USD2,711. Using consumer
durable ownership as a proxy for improving living standards,
vehicle ownership has increased five-fold in India since the
1990s, while TV ownership has surged from 12% to 67%.

Bottom-line: Rising income in India and a structural shift
towards a service economy signal a broadening middle class
and growing domestic demand - drivers for long-term growth.

Long-term structural
advantages

Although India’s transformation from an agrarian economy into
an economic powerhouse has hit a pothole, investing in India
today offers an exciting exposure into the long-term structural
changes at a time when short-term concerns are clouding the

investment thesis.

outperformance driven by

Since 1995, India’s key Nifty Fifty index compounded at an
annual average growth rate of 12.1% pa, outperforming the
S&P 500 (10.8% pa) and MSCI emerging markets (5.3% pa).

While India's growth story shares similarities with China, its
structural advantages are quite different. Among these
structural positives are:

1. Continued population growth, conferring an expanding
working population until 2050, and a doubling in the
middle class.

2. The Indian market’'s low correlation to other markets
which offers a great opportunity to diversify, especially in a
year of possible diverse outcomes and volatility.

3. India benefits from companies pursuing a China+1
relocation strategy, which is accelerating under Trump
2.0.
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Senices make up more than half of India’s economy today
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Shifts in employment towards services and industry is
accompanied by increase in income
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Steady growth in vehicle and household asset ownership
reflects strong consumer spending
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India’s key index has historically outperformed the S&P500
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1. The demographic dividend

India became the most populous country in the world in 2023,
surpassing China. Its age distribution confers an economic
tailwind because its share of population that is of working age
will continue to expand and stay above 65% until 2050, well
above global averages. This provides a stable base of labour
supply and reduces the upward pressure on wage growth.

According to Indian think tank PRICE, India’s population is
projected to grow to 1.66bn in 2047 (from 1.4bn currently)
and simultaneously witness an unprecedented 135% growth in
the middle class to over 1bn, representing 61% of India’s
population (from 31% currently). This presents substantial
growth opportunities for consumer goods, consumer durables,
housing, and financial services sectors.

Bottom-line: India’s upward demographic trend will ensure a
steady labour supply for the foreseeable future, while a
growing middle class offers significant growth opportunities in
key sectors of the economy.

2. Diversification for a global portfolio

India’s equity market displays low correlation with other
markets (see correlation table). This low linkage to U.S.
markets and Asia ex-Japan is helpful as many investors are
heavily invested in these markets.

One reason for this low correlation is that India’s economy is
mostly domestically driven. Indian output, even for
manufacturing, has not been primarily for exports. It is only the
17th largest exporter in the world (USD476bn exports in
2023), with exports making up only 22% of GDP.

This domestic orientation makes India’s market less
susceptible to upheavals in global trade, unlike ASEAN
countries such as Vietnam, Malaysia, and Thailand whose
economies are more exposed to swings in external demand.
Indian exports to the U.S. also represent a mere 2% of its GDP
as of 2024. As a result, India is likely to show greater economic
resilience during periods of global trade disruptions.

Bottom-line: In a time of increased volatility and uncertainty
in global markets, investing in India’s domestically driven
economy offers an excellent opportunity to diversify your
portfolio exposure into a resilient market.

India’s working population to stay above global averages
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India’s middle class will more than double in the next 20 years

Millions 2021 2031 2047
Poor and destitute 928 647 209
Middle class 715
Elite 56 169 437
As % of population 2021 2031 2047
Poor and destitute 66% 42% 13%
Middle class 47%

Elite 4% 11% 26%

Annual household income: Poor = <INR500k (USD5,770); Middle class = INR 500k-3m
(USD5,770-34,650); Elite = >INR 3m (USD34,650).

Source: People Research on India’s Consumer Economy (2023)

Nifty50 weekly correlation with otherindices, Dec 2022-24
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India’s exports relative to GDP remain low
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3. India as a China+1 beneficiary India’s FDI inflows now higher than pre-pandemic levels

Companies with manufacturing plants in China have sought to USD b USD bn
diversify their supply chains for incremental factory output ever 16 60
since the 2018 trade war between the U.S. and China. Vietnam 14 50
and India have been prime beneficiaries of this China+1 12 0
strategy, primarily due to labour availability, land, and 10
infrastructure. 2 30
X 20
Companies such as Samsung, Micron, AMD, and Apple (via 2 10
0 0

Hon Hai and Pegatron), have committed to factories in India in
recent years. Foreign direct investment into India has grown
steadily, benefitting employment, technology transfer and
foreign reserves. This multi-year benefit is expected to
accelerate as the new U.S. administration continues to hinder
China from catching up in advanced manufacturing processes
and devices.

U.S. FDI inflows into India peaked in 2021 at USD13.8bn.
Although it has fallen since, it remains substantially higher
than pre-pandemic levels (see chart on the right). At the same
time, its total share of U.S. trade has increased from 1.9% in
2017 to 2.5% in 2023. FDI slowed from 2022 due to global
rising interest rates and shifting geo-political positions after
the invasion of Ukraine.

Beneficiary of geo-political rivalry. India holds a strategic
advantage as the U.S. actively courts it as a regional ally to
counterbalance China’s growing influence in South Asia. This
geopolitical alignment strengthened India’s position when
Trump introduced 26% reciprocal tariffs on India in response
to its significant trade surplus with the U.S., which stood at
USD45bnin 2023.

Both countries are progressing towards a bilateral trade
agreement, with the Terms of Reference having been
established in April. In seeking better market access for its
exports, India is offering to cut punitive tariffs on U.S. goods
such as autos, while increasing purchases of U.S. LNG,
petroleum products, and aircraft. The first phase of the deal is
expected to be announced in July, with the rest of it to be
finalised by Q4 2025.

Bottom-line: India is emerging as a key beneficiary of shifting
geopolitical dynamics as it continues to attract foreign
investment and deepens trade ties with the U.S.
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Initial reciprocal tariffs imposed by Trump
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Key Risks

Domestic politics on shaky ground. After two terms in office,
incumbent prime minister Narendra Modi won a third term but
with a lower majority. The June 2024 election saw Modi’s
dominant coalition continue to rule as they commanded 54% of
parliamentary seats, but his Bharatiya Janata Party (BJP) lost an
absolute majority. This means the BJP is likely to be more
sensitive to demands and needs of coalition members and
minorities.

Rising tensions up north. In recent weeks, tensions between
India and Pakistan have escalated following a terror attack in
Kashmir. While retaliatory actions have been taken by both
sides, historical precedents from similar incidents in 2016 and
2019 suggest a limited risk of broader escalation. We view any
potential market pullbacks as buying opportunities.

Disclaimer to be found at the end of report. 4
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Recovery not reflected in earnings yet
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Recent slowdown and de-rating not a cause for concern

The derating in India’s equity market since its peak last
September reflected the economic slowdown since mid-2024.
While there are concerns that India’s slowdown is structural,
underlying fundamentals remain resilient, and PERs have
rebounded since April. Importantly, the peaks and troughs in
PERs have been +/- 1 standard deviation from mean across
several cycles (see chart below) suggesting no meaningful
structural de-rating.

3Q 2024 GDP disappointed at 5.6% YoY growth, as it followed
7.0% (2023) and 9.7% (2022), but soon rebounded to 6.2% in
Q4 2024, driven by an acceleration in government and
consumer spending. The 2024 growth slowdown was partly
driven by higher inflation, tight monetary policy, and lower
agricultural output blamed on poor weather. Consensus
expects 6.3-6.5% YoY GDP growth in the next 3 years, similar
to pre-pandemic growth.

+1 Std Deviation (20.0x)

2016 2019 2022 2025

In February 2025, the Reserve Bank of India (RBI) cut its policy
rate after inflation fell to 4.3% YoY in January and further to
3.6% YoY in February, after peaking at 6.2% in October 2024.
Alongside the rate cut, the RBI shifted its monetary policy
stance from “neutral” to “accommodative,” signaling potential
for further easing in the coming months.

The prospective EPS downgrades by 7% from its mid-2024 peak
can be explained by macro policy factors — interest rates
causing slower consumption, and a slowdown in government
spending around election time. Nevertheless, 2025 index
earnings have yet to be upgraded despite a bounce in GDP,
likely due to excessive trade uncertainty.

Bottom-line: We recommend individual investors gain exposure
to the India market through mutual funds, and hold for the
long-term. Temporary disappointments can arise from a large,
complex developing economy but the burgeoning middle class,
abundant resources and hunger for growth will come through.
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This advertisement has not been reviewed by the Monetary Authority of Singapore.

CIMB Bank Berhad, Singapore Branch (“CIMB”) has produced this publication/email/report/commentary for private circulation to CIMB Preferred and Private
Banking Clients in Singapore only. This publication is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i)
copied, photocopied, duplicated, stored or reproduced in any form by any means or (i) redistributed, published, circulated, reproduced or passed on, directly or
indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB.

This publication/email/report/commentary has been prepared by CIMB and is solely for information and discussion and information purposes only. This
publication/email/report/commentary should not be construed as a recommendation, an offer to sell or a solicitation of an offer to buy or sell any securities,
futures, options or other financial instruments or to provide any investment advice or services. Nothing in this publication/email/report/commentary is intended
to be, or should be construed as a commitment by CIMB to provide any product, service or financing to you. CIMB is also not acting as an advisor or agent to any
person to whom this report is directed in respect of its contents. A copy of the prospectus of each fund is available and may be obtained from the relevant fund
manager or any of its approved distributors. Potential investors should read the prospectus for details on the relevant fund before deciding whether to subscribe
for, or purchase units in the fund. The value of the units in the funds and the income accruing to the units, if any, may fall or rise. Please refer to the prospectus of
the relevant fund for the name of the fund manager and the investment objectives of the fund.

If you are an Accredited Investor and/or Expert Investor (as defined in Section 4(A)(1) of the Securities and Futures Act 2001 of Singapore), CIMB is relying on
certain exemptions in the Financial Advisers Act 2001 of Singapore (“FAA”), namely: (i) Regulation 33 of the Financial Advisers Regulations (“FAR”) in relation to
exemption from Section 34 of the FAA on disclosure of productinformation to clients, (ii) Regulation 34 of the FAR in relation to exemption from Section 36 of the
FAA on recommendations and (i) Regulation 35 of the FAR in relation to exemption from Section 45 of the FAA on disclosure of certain interests in securities.

Whilst CIMB has taken all reasonable care to ensure that the information herein has been compiled from sources believed to be reliable and is not untrue or
misleading at the time of publication, CIMB assumes no responsibility and makes no representations or warranties, of any kind, as to the accuracy or
completeness of this publication/email/report/commentary and this publication/email/report/commentary does not purport to contain all the information that
a recipient may require. CIMB makes no express or implied warranty as to the accuracy or completeness of any such information and opinion contained in this
report. The information and any opinion contained in this publication/email/report/commentary are subject to change without notice. Neither CIMB nor any of its
affiliates, advisers or representatives are obliged to update any such information subsequent to the date hereof. Any reference to a company, financial product or
asset class is used for illustrative purposes and does not represent a recommendation in any way. The projections, valuations and statistical analyses herein may
be based on subjective assessments and assumptions and may use one of many methodologies that produce different results and to the extent that they are based
on historical information, they should not be relied upon as an accurate prediction of future performance. The price and value of any investments and indicative
incomes herein contained may fluctuate either positively or negatively. It should be noted that investments in emerging markets are subject to increased levels of
volatility than more established markets. Some of the reasons for this volatility relates to the respective economy, political climate, credit worthiness, currency and
general market within that country. When investing in investments denominated in a foreign currency these transactions are also subject to fluctuation in
exchange rates.

Certain transactions mentioned in this material may give rise to substantial risks and may not be suitable for all recipients. Please refrain from acting on the
information herein without first independently verifying its contents.

This publication/email/report/commentary is intended for general circulation only. Nothing in this publication/email/report/commentary constitutes a
representation that any recommendation herein is suitable or appropriate to a recipient's individual circumstances. This publication/email/report/commentary
does not take into account the specific objectives, financial situation or particular needs of any recipient given that it is not possible for CIMB to have regard to the
investment objectives, financial situation and particular needs of each person who reads this report. Before you make an investment, please consult your CIMB
relationship manager regarding the suitability of any investment product based on your investment objectives, financial situation or needs. If you choose not to do
so, you should consider whether the investment product is suitable for you. Please seek independent professional legal and financial advice as to the contents of
this publication/email/report/commentary and the suitability of any investment product taking into account your specific investment objectives, financial
situation or particular needs before you commit to purchasing a product. For the avoidance of doubt, the recipient of this publication/email/report/commentary
should not treat such content as advice relating to legal, accounting, taxation, technical or investment matters.

Neither CIMB nor any of their directors, employees or representatives accept any liability for any loss, damage, costs, charges or expenses of whatsoever nature
and howsoever arising (including but not limited to direct, indirect, special or consequential loss or loss of profits or loss of opportunity) suffered by you or any third
party in connection with the use of this publication/email/report/commentary or its content (including any error, omission or misstatement herein, even if CIMB
has been advised of the possibility thereof). CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own
or have positions in securities of the company(ies) covered in this publication/email /report/ commentary or any securities related thereto and may from time to
time add to or dispose of, or may be materially interested in, any such securities. Further, CIMB, its affiliates and its related companies do and seek to do business
with the company(ies) covered in this publication/email/report/commentary and may from time to time act as market maker or have assumed an underwriting
commitment in the securities or instruments mentioned in this publication/email/report/commentary and, together with its associates and related companies,
their directors, officers, employees and/or agents, may have or take positions or other interests in, and may effect transactions in securities or instruments
mentioned herein and may also perform or seek to perform broking, investment banking and other banking or financial services for the companies or issuers
mentioned herein and the affiliates of such companies orissuers.

Neither the CIMB Group nor any of their directors, employees or representatives are to have any liability (including liability to any person by reason of negligence or
negligent misstatement) from any statement, opinion, information or matter (express or implied) arising out of, contained in or derived from or any omission from
this publication/email/report/commentary, except liability under statute that cannot be excluded.
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