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Executive summary

India’s decade

The Indian economy is on a path of high growth,
propelled by regulatory reforms, humongous
infrastructure spending and proliferating
digitalisation.

The facilitations have been aplenty, such as the
introduction of Goods and Services Tax, the
Insolvency and Bankruptcy Code, the Production
Linked Incentive (PLI) scheme, the National
Infrastructure Pipeline, materially better access to
government schemes via Aadhaar and lowering
of corporate taxes.

The opening up of new trade avenues and
continuous efforts to reduce reliance on imports
have been helpful as well.

Such investor-friendly regulations and reforms
are why the Indian economy has been resilient
in recent times despite facing a plethora of
headwinds such as the Covid-19 pandemic and
geopolitical conflicts.

They have also enabled a quicker economic
rebound after the pandemic subsided.

CRISIL MI&A Research, in this report for Edelweiss
Alternatives, evaluates the key elements within
the four pillars — infrastructure, industrial capex,
consumption and digitalisation — that should
shape India’s long-term growth trajectory,
improve capacity utilisation across sectors and
propel industrial capital expenditure.

Already, tailwinds from the PLI scheme are
enhancing India’'s attractiveness as a global
manufacturing hub and enabling the country to
narrow the gap with other global manufacturing
powerhouses such as China.

And underlining the significant investment
opportunities amid strong domestic
consumption growth is a policy framework with
reforms and proactive policies as its bedrock, and
spurs for the private sector.

Government incentives and investments have
been ballasts for domestic competitiveness, too.

Additionally, favourable demographics, such as
a growing working-age population, increased
labour force participation, urbanisation and an
expanding middle class are driving a shift in
consumption patterns with health, well-being
and organic foods gaining prominence.

So much so, the economy relies a lot on private
consumption.

Growth is becoming increasingly inclusive
through digital platforms and innovations, which
are improving productivity and efficiencies across
value chains. It is also the boat that is lifting
financial inclusion like never before.

The much-touted — and deservedly so — India
Stack technology platform, supported by
increasing mobile and internet penetration,

has transformed digital solutions, increased
consumption via e-commerce platforms and
rooted the Unified Payments Interface (UPI) into
an enormous transaction ecosystem.

Successful global adoption of the UPI has
kickstarted India’s journey towards becoming a
global leader in population-scale technologies.

With the presence of one the largest talent pools
with artificial intelligence-related skills, India is
also well positioned to benefit from the digital
revolution now ongoing.

It is also the fastest-growing large economy and
the fifth-largest one in the world.

The strengthening of the four pillars and the
convergence of a raft of policy and regulatory
facilitations leading to improving ease of doing
business should ensure India will continue to
grow at a healthy clip over the long term.
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INndia’s continued

ascent

India is set to be the world's fastest-growing economy in 2023. Going forward, it would continue to
outgrow other major economies as growth enablers remain intact. Softening inflation, improving current
account balance, healthy foreign reserves, resilient rupee, steady foreign direct investments and strong
policy support would also augur well for the economy and place it comfortably in an attractive Goldilocks
situation. This growth would be supported by 4 key pillars - infrastructure capex, industrial capex,

consumption and digitalization.

India to sustain its growth momentum, become the third largest economy

by fiscal 2028
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« Even asthe global economy grappled with
macroeconomic headwinds and recessionary
pressures, India became one of the fastest-growing
major economies in 2022, driven by strong domestic
demand, robust infrastructure investments, healthier
corporate balance sheets and a thriving financial
sector.

« However, inflation remained sticky above the Reserve
Bank of India's (RBI) targeted band (4%, +/-2%) owing
to factors such as geopolitical tensions and global
supply-chain bottlenecks. It was still lower than many
of its peer countries, some of which had enjoyed
lower inflation than India historically.

« Going forward, the pace of India's economic growth
would continue to outpace those of other major

economies as growth enablers remain intact.

The growth would be further supported by softer
inflation, improving current account balance, healthy
foreign reserves, resilient rupee, steady foreign direct
investments and strong policy support.

India, currently the fifth largest economy, would see
rapid growth facilitate achieverment of its $5 trillion
economy target and catapult it to the position of the
world's third largest economy overtaking Japan and
behind China and the USA.

In fact, between 2024 and 2028, the country
would account for around 6% of the world’s
total incremental GDP, underlining its growing
significance in the global economy.




India already the world’s fastest-growing major economy...
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..with inflation better controlled than developed countries in recent times
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Targeted action plans supported by
strong macroeconomic factors to boost
competitiveness

Notable reforms such as the goods and services
tax (GST) implementation, which unified all cen-
tral and state indirect taxes; the Production Linked
Incentive (PLI) scheme, which aims to enhance the
country’s manufacturing prowess; and the Nation-
al Infrastructure Pipeline (NIP), which is focused
on large-scale infrastructure development will
complement the country's strong macroeconomic
position. While India has lagged countries such as
China, Vietnam and South Korea in reforms and
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schemes, the reforms undertaken are likely to help
the country catch up with the peers.

India’s position in the Logistics Performance Index
improved from 44th in 2022 to 38th in 2023. A slew
of reforms the government introduced, specifically
the scrapping of the retrospective tax law in fiscal
2021, and the post-pandemic recovery of the do-
mestic economy aided the improvement.

It has also made major strides in tech infrastruc-
ture, especially environment-related technologies.
India to play vital role in global climate change mit-
igation efforts through scaling of renewables and
green hydrogen.

Macro factors well placed to support India’s emergence as the fastest growing economy

?E

Source: CRISIL MI&A Research

Economic growth to be supported by strong fundamentals

Current account balance position improved significantly during 2012-2022

Current account balance as % of GDP

2012 2022

2023* Trendline for last 10 years
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Notes: Red: <-2.5%; yellow: -2.5% to 2.5%; green: >2.5%. *2023 data is basis IMF forecasts as per World Economic Outlook October 2023 Trendline: green: peaks;
red: lowest; Source: IMF, CRISIL MI&A Research
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¢ Indian economy has seen a sharp decline in its marginally in 2023 on account of softening
current account deficit from 4.8% of GDP in 2012 global prices of commodities, which are a major
t0 2.0% in 2022. It is expected to further improve contributor to the country’s import bill.

External debt coverage for India far better than other emerging economies

* Inthe past decade,
the country’s external
debt grew significantly.
However, its share as a
percent of GDP declined
from 24% in fiscal 2014
to 19% in fiscal 2023.
Notably, as per the
International Monetary
Fund's (IMF) data, the
corresponding figure
for emerging market
economies is 30% on
average.
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debt rose to 95% as of
June this fiscal. This
supports the country’s
debt sustainability
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country may require
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public funds constitute
a large proportion of
infrastructure funding.
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India has higher gross government debt to GDP ratio than most emerging market peers, but
has cushions
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Resilience of the rupee

Indian Rupee has been relatively stable during 2023 supported by better macroeconomic
fundamentals and RBI intervention

Indian rupee has depreciated by

3.0 - 3.5% over the long term
Movement against US Dollar \l

10-year

average
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Source: Industry, CRISIL MI&A Research
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« The Russia-Ukraine conflict altered trade flows,
aggravated the volatility and gave rise to unease
in 2022. Global central banks increased interest
rates multiple times to rein in high inflation linked
to commodity prices. This, in turn, resulted in the
outflow of FIl money, exerting pressure on emerg-
ing market currencies. As a result, the Indian rupee
depreciated by 10% in 2022.

» Nonetheless, supported by factors such as mod-
erating inflation, better domestic macroeconomic
fundamentals, higher foreign portfolio investor
inflows and the RBI's proactive monetary policy, the
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rupee has remained largely stable in 2023 and has
in fact, performed better than many of its peers.

The country’'s economic strength is likely to impart
strength to the rupee. Furthermore, as per industry
estimate inclusion of India’s sovereign bonds in the
JP Morgan’s global bond index is likely to result in
higher foreign currency inflows (the market expects
around $23 billion from global bond investors by
March 2025). This is expected to boost the rupee’s
strength apart from increasing forex reserves and
lowering borrowing costs for the government.

Inclusion in global bond index augurs well for funding avenue to large corporates and infrastructure

and industrial capex

Current weightage in JP Morgan GBI-EM Bond Index (as of Sep 2023)
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Likely weightage in JP Morgan GBI-EM Bond Index after India’s inclusion (as of March 2025)
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Consistently strong FDI inflow underlines India’s position as a preferred
investment destination

Developed economies Emerging market economies
E £ @& 5 0O @ @ ©c € & 0
USA UK Germany Japan France China Brazil India South Malaysia Indonesia Vietnam
Korea

FDI Stock as of
2022 ($ billion) 10,462 2,699 1,008 225 897 3,822 816 51 272 199 263 210
10-year FDI , L )
Inflow CAGR % LA S % 9% o 3a% ) P Pl P P P P PLM%

Percentage ' \ \ \ ~N - ~ o\ .
of GDP LA% 88% P25% 0 0 5% 0 32% ) i 21% ;G 42% D15% ;G 16% (i 49% ) 1 20% i 52%

Note: 10-year CAGR %: red: < 0%; yellow: 0-5%; light green: 5-10%; dark green: >10%
Source: IMF, UNCTAD, CRISIL MI&A Research

Services sector drives bulk of the FDI equity inflows in india . Over the past decade, the

country had recorded the

Share in cumulative FDI equity inflow highest CAGR in FDI inflows
(Apr, 2000 - Jun, 2023) among its peers countries due
to favourable policies such as
(Q Services sector 16% 100% FDI'in multiple sectors,
streamlining of approval
@ Computer software & hardware 15% processes and the introduction
of schemes such as the PLI.
) o .
& Telecom e Though in fiscal 2022 inflows
. . saw adverse impact of global
L Trading factors, the country was still the
second largest host country for
@ Auto international project finance
deals and the third largest for
é L Construction (infrastructure) greenfield project investments.
X Construction (development) 4% * However, despite this, Inc!ia’s
FDI stock as a percent of its
j;jj Chemicals (other than fertilizers) 3% ,GDP r.emalns low as of 2022,
implying ample headroom for
@D Drugs & pharmaceuticals 3% growth. Given the country’s

promising economic outlook
and strong fundamentals, FDI
inflows into the country are

Note: Share: Red: < 5%, Yellow: 5-10%, Light green: 10-15%, Dark green: >15% llkely to Increase going forward.
Source: DPIIT, CRISIL MI&A Research
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India playing catch-up in policy reforms;
new initiatives augur well

« India has lagged other Asian countries such as
China and Vietnam in introducing reforms. These
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countries had taken place pro-investor steps, such
as signing free-trade agreements and imposing
zero import duty on raw materials much before
India. They had also opened multiple sectors fully
to FDI long before India, leading to high inflows.

First movers: Timely reforms pivotal to growth

Export focus/ trade
liberalisation

&2

® o

Opening
up of FDI

U g™
0.&

Setting up of
industrial hubs/
SEZs

Decentralisation/

RPN Igs
privatisation 9,

Corporate tax
reduction

A
S

Labour reforms

A

Pre-1970s

A

1970s 1980s

Source: World Bank, CRISIL MI&A Research
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Focus and frequency of reforms have nurtured India’s growth foundation

Manufacturing focused

Semiconductor Mission

Rs 760 bn over for
development of semi-
conductors and display
manufacturing ecosystem in
India

SPECS

25% on capital expenditure
for the identified list of
electronic goods that
comprise downstream value
chain of electronic products

PLI Scheme

Sales and capex-based o

incentives of

Rs 2.0 tn over across 15
sectors for import substitution
and boosting exports

National Industrial Corridor
Development Programme
To promote world class
manufacturing facilities and
futuristic industrial cities 11
industrial corridor projects
undertaken with 32 projects

Phased Manufacturing
Programme

Phased increase of basic
customs duty on mobiles and
components to support
domestic production

Make in India

Focussed on ease of doing
business, increasing FDI and
local sourcing norms

India jumped to the 63rd
position, in WB ranking

Source: CRISIL MI&A Research
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Infrastructure focused

National Logistics Policy & PM
Gati Shakti

Unified logistics programme to
enable integration between
ministries and states with a
focus on technology

National Monetisation Pipeline
Assets monetization blueprint
of Rs 1.6 tn to recycle capital

National Infrastructure Pipeline
To develop world-class
infrastructure across sectors
with an aim of Rs 111 tn
investment till 2025

Bharatmala Pariyojana
Phase-1 target of constructing
84,000 km of national highway
network at an investment of
Rs 10.63 tn

Real Estate Regulatory
Authority

Led to transparency and
prompt work implementation
for builder and buyers of
properties

Smart Cities Mission
Tech-led local area
development — Rs 980 bn
approved for developing 100
smart cities

Pradhan Mantri Awas Yojana
Affordable housing to the
urban poor with a target of
building 20 mn houses

Overarching

Atmanirbhar
Bharat

COVID-19 relief
measures to make
India self reliant -
Rs 1.7 trillion
stimulus package

Labour reforms
In 2019 and 2020,
29 central labour
laws, rationalised
and simplified
under 4 labour
codes.

Goods &
Services Tax
GST replaced
and consolidated
several Central
and State
indirect taxes,
government
estimates 2%
GDP boost via
GST
implementation

14
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India’s sprint towards becoming the third-largest economy by 2027 would rely on 4 key pillars -
infrastructure, industrial, consumption and digitalization.

Four pillars sustaining India’s growth trajectory
gz

—

S
| conroin

=

1010
1010

Digitalisation

Forex Ease of doing Pro-growth Finance
reserves, FDI business policies availability
—
e —
o
I R,
Dispute Digital Privatisation/ Infra
resolution transparency Asset monetisation development
Infrastructure Industrial

The infra space is gaining considerable
traction in India, with the Centre doing
the heavy lifting — capex is expected

to rise 28% year-on-year in fiscal 2024.
Hence, overall growth, which was a
healthy 10% CAGR in the past five years,
is projected to accelerate at 11% CAGR
over the next three years.

Consumption

60% of India’s growth is dependent on
private final consumption expenditure,
which is expected to rise substantially by
fiscal 2028. In fact, the country’s youth
population is slated to be the highest

in the world, comprising 982+ million in
the working age group.

E_l

The industrial sector is projected to
grow 1.4x over the next four years, with
manufacturing potential increasing
following the central government’s
push via schemes such as Make in
India and Production Linked Incentive.

Digitalisation

1010
1010

90% of the population has telecom
connectivity and over 60% has internet
connection. India Stack is expected to
play pivotal role in digital landscape.
Open application programming
interface (APIs) and digital public
goods and forms the backbone of
multiple tech-based innovations.
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INnfrastructure INnvestments
act as a catalyst for
economic growth

Infrastructure capex has a significant GDP multiplier effect as it opens up growth avenues for other
sectors. Government-backed infrastructure spending with increased budget allocation and infra focused
schemes will play the catalyst behind sharp rise in infrastructure capital expenditure. The growing
funding needs will promote innovative asset classes like InvITs, unlocking asset monetization and fresh
sector investment prospects.

Infrastructure to drive robust growth in Total investment opportunity (capital expenditure) in
India is expected to increase at 9% CAGR from fiscal

overall capex 2024 to 2027, with Infrastructure share increasing from
78% to 82%.

Overall capex between fiscals 2024 to 2027 to be 62% higher than that of last four fiscals

21.6
M Infrastructure B Industrial (inc. PLI) ]

FY19 FY20 FY21 FY22 FY23 FY24P FY25p FY26P

Amounts in
INR Trillion

P: Projected
Source: CRISIL MI&A Research

Infrastructure investments Infrastructure to lead capex growth

Infrastructure investment in India has FY19-FY23 FY23 Rs
A Sector v FY24P FY25P  FY26P
grown rapidly in the past few years on CAGR Trillion
sharp focus by the Centre as well as Infrastructure (A) 10% 122-127 | 1014% | 1216% | 9-12%
the state governments. Infrastructure
spending gained momentum Roads 2% 3.4-3.6 10-12% 1-13% 10-12%
following the onset of Covid-19, as Power 7% 26-27 5-7% 35-40% | 15-20%
the government looked to revive the )
. Railways 18% 25-26 12-14% 7-9% 7-9%
economy. This augurs well for the
economy owing to the high muiltiplier Urban infrastructure 23% 1.8-19 30-32% 4-6% 2-4%
effect of infrastructure investments. Other
. 2% 2.4-25 14-16% 7-8% 8-10%
Between fiscals 2020 and 2023, infrastructure
infrastructure investment in India Industrial (B) 2% 3233 6-8% 3-5% 3-5%
o .
had logged 13% CAGR, with the - Total investments (A+B) 10% 16.9-17.2 3% | 1012% | 8-10%
government doing the heavy lifting :
—the Centre and state governments P: Projected

Source: CRISIL MI&A Research
accounted for 49% and 29% share of

expenditure, respectively. From fiscal
2024 to 2027, infrastructure capex is
expected to log a higher 11% CAGR,
led again by government spend.
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Healthy rise in allocation for aggregate to 74% from 69% of the overall capital outlay, which

. indicates reliance of government on direct budget-
?apﬁx arl‘g:zoze infrastructure sectors ary support, thereby improving fiscal transparency
or Tisca

e Overall expenditure for total of 11 core infrastruc-

« Aggregate capex, which includes capital outlay, ture ministries, hike of 28% is observed in budget
grants for Capita| Creat]ony and internal and exter- of fiscal 2024 over revised estimate of fiscal 2023.
nal budgetary resources of Rs 18.6 trillion, for this Roads and railways account for ~55% of the overall
fiscal is up 28% year-on-year over fiscal 2023 revised infrastructure capital expenditure.

estimate. The share of gross budgetary support
and grants allocated for capital creation increased

Healthy rise in allocations for aggregate capex and core infrastructure sectors for fiscal 2024

16.0
14.0
12.0 4.9
§100 4.7
T 80 Sl
¢ 60 a1 61 a0 o
o/ 10.0
4.0 31 :
26 23 75
2018 1.8 2.0 19 : ; 34 o 54
00 M 16 16 17 19 20 25 28 26 cil : :
: £ 0§ B & & &8 ¢ &8 &8 § §F §F & 8
@ @
GBS IEBR

Note: Values from FY10-FY22 are actuals; RE: Revised estimate; BE: Budget estimate, GBS: Gross budgetary support; IEBR - Internal and Extra Budgetary
Resources (Irefers to the resources raised by Public sector undertakings (PSUs) through debt and equity)
Source: Budget documents, CRISIL MI&A Research

Strong government thrust can be further corroborat- launched since fiscal 2015 amounts to Rs 3.6 trillion
ed from the fact that allocation to six key schemes (88% has been spent of this amount).

Achievement ratio in most infrastructure schemes is >80%

Achievement at ~4% of the overall infra spend Govt now focused on more integrated plans on
development of infrastructure

82% 81% 88%

[ ] L] L J

Monetisation of assets worth Visibility of Rs 147 trillion
Swachh Swachh Smart Rs 6 trillion” wor?lg infra projects
Bharat Bharat Cities Mission
mission (urban) mission (Rural) NMP (National NIP (National Infrastructure

Jal Jeevan Atal Mission for Pradhan Mantri .
Mission Rejuvenation and Krishi Sinchayi NLP (National
89% Urban Transformation Yojana (PMKSY) logistics policy) Targets
[ (AMRUT) 96% Integration of various ministries Year of launch
96% D for more efficiency in logistics.
D @ Plan
@ Achievement Year of launch @ Allocation in Rs bn @ Scheme

Note :Achievement calculated as actual expenditure over budgeted spends from fiscal 2016 to fiscal 2024
Source: Budget documents, IIG, CRISIL MI&A Research
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Sharp focus on large-scale infrastructure investments
is likely to translate into a healthy multiplier effect. As
per the Reserve Bank of India’s study, infrastructure
capital expenditure has a significant GDP multiplier
of 2.45 in the first year and 3.14 in the following year
for every rupee spent by the central government.With
National Infrastructure Pipeline (NIP), infrastructure
investments are likely to remain firm and thus, ensure
healthy GDP growth over fiscals 2024 to 2028.

NIP investment target expanded;
roads, railways and energy to dominate
incremental spend

« The NIP, which was envisaged in fiscal 2019, had
an original budget of Rs 111 trillion, encompassing

CRISIL
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~5,800 infrastructure projects. Subsequently, the
target was revised and is currently Rs 147 trillion.

*  While overall NIP completion stood at 38% as
of end-fiscal 2023, 70% of the original target is
expected to be achieved by fiscal 2025. However,
sectors such as irrigation and urban infrastructure
have underperformed. Notably, these sectors
depend majorly on state government funds.
Sectors such as irrigation and urban infrastructure,
which were poor performers until last fiscal,
though, will continue to lag in fiscal 2025.

« The government (central and state) funded 55-60%
of the total infrastructure development between
fiscals 2021 and 2023. This is set to increase to 60-
65% over fiscal 2024 to 2026, with the top 20 states’
share at 28%.

Infrastructure spend under NIP set to achieve 70% of original target by fiscal 2025

Total (Rs trillion)

m 142 147

Original NIP target

0.0 50 10.0 15.0 20.0
=
%
>\:/< ROAA e @
Urban e
ﬁ infrastructure . ®
; Railways oo s . .......... ‘
=
_ﬁ_ Irrigation s Q- ©®
Ports T (.
OLRErs  oesessssssssmmte st . .......

. Original target Revised target 1 ‘ Revised target 2 .

Source: lIG, CRISIL MI&A Research

----- 43% 25%

Revised target

250 30.0 35.0

36% 30%

SYA/ 37%

26% | 25%
55% 43%0PA4
44% 299

I 39%
61%

27%

FY20-FY23E . FY24-FY25P Yet to be achieved

Going forward, roads, railways, power and urban
infrastructure are expected to contribute at
substantial levels in incremental capex of overall
infrastructure. In keeping with the targets set out

in COP27, power investments, driven by renewables,
would also support investments.

Financing of infrastructure capex
to be key

Given the large-scale infrastructure investments,
funding will be crucial. As bulk of the funding will be
driven by the government, conventional sources, such

18

as borrowings, might put additional fiscal burden on
the exchequer.

As a result, asset monetisation through innovative
modes, such as REITs and InvITs present attractive
options. And while these are at nascent stages in

India, investor interest has picked up rapidly owing to
favourable risk-return profiles. Private players have also
increasingly adopted this route, as it helps them to
deleverage their balance sheets and free up cash flow.

Thus, going forward, InviTs and REITs can play a
significant role in infrastructure funding.
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AUM of InvIT has seen a strong rise over years

(in $ billions)
441
36.7
1.6 3.7
FY18 FY19 FY20 FY21 FY22 FY23

Note: Exchange rate taken as1USD = 8317 INR.
Source: CRISIL MI&A Research

InviTs and REITs, though at nascent stages in India, have garnered sizeable investor interest

Market Capitalization
($ billions)

No. of active Sectoral Presence

REITs & InvITs

Introduction year

Country

Commercial offices, retail & industrial realty
E USA 1960 206 Fiber network & residential broadband 1300
. Telecommmunication & Telecom service
Singapore 1999 42 Energy distribution and network 102
Transmission assets
III Japan 2000 61 Renewable energy 108
Infrastructure
Power utility
2 Hong Kong 2003 n Natural gas 27
SN2 Healthcare
1 2007 40 Railways 76
.. Hotels.
- India 2014 19 Commercial realty, road,tg\cl)vvevrer transmission, telecom 18+

Source: CRISIL MI&A Research

An improvement in GNPA has also been seen
primarily due to lower slippages, higher recoveries,
upgrades, and anticipation of recoveries through
the National Company Law Tribunal (NCLT) and
the National Asset Reconstruction Company Ltd
(NARCL)routes.

Insolvency and Bankruptcy Code (IBC) have also
helped in the situation of rising NPA by facilitating
a collective mechanism for resolution of distressed
assets while maintaining a delicate balance for all
stakeholders to preserve the economic value of the
process in a time bound manner.

Lower GNPA levels, along with improved capital

adequacy ratios, augur well for financing of
infrastructure capex, as banks and financial
institutions would have greater headroom for
lending to infrastructure projects. Additionally,
equity raising and domestic and international
bond markets would also be critical for growth in
infrastructure capex.

Improved conditions of the financial institutions
would also provide a thrust to industrial capex,
which is at the cusp of a boom, owing to rising
capacity utilization levels and manufacturing-
focused reforms.

Banks also in favourable
position to lend, with overall
gross non-performing asset
(NPA) reaching a 10-year
low, at just 3.9%

310% 3.20%

FY12 FY13

Source: Company reports, CRISIL MI&A Research

3.80% 4.30%

FY14  FY15

11.30%

FY22 FY23

FY19 FY20 FY2l

FY16 FY17 FY18




Market Intelligence
& Analytics

India’s Industria
an inflection po

CRISIL

An S&P Global Company

capex at
Nt

Rising capacity utilization levels across sectors and manufacturing-focused schemes such as PLI are likely
to result in a surge in industrial capex. The PLI scheme will not only drive 9% of the total industrial capex

in the next 4 fiscals but also provide attractive incentives to the approved players. This is likely to enhance

India’s attractiveness as a global manufacturing hub and enable it to narrow the gap with other advanced

manufacturing economies such as China.

e AsIndia embarks on its next phase of rapid
economic growth, industrial capex is expected to
play a pivotal role.

« So far, India has lagged peer South Asian
countries like China and South Korea in terms
of manufacturing sector’s share in the GDP. This
can be attributed to the delayed introduction of
manufacturing-focused reforms vis-a-vis peer
countries like China and Vietnam.

« Forinstance, growth in China's manufacturing
sector was propelled by policies such as trade
liberalization and the setting-up of special
economic zones (SEZs), which eventually
contributed 22% to China's GDP and 60% to its
exports. Furthermore, China’s entry into the World
Trade Organisation (WTO) in 2001 massively

boosted the potential of its exports and further
buoyed its manufacturing sector.

The situation has been no different for Vietnam,
with the government policy push playing a critical
role in ramping up the share of manufacturing.

Contrarily, India’s economic growth was driven by
the services sector in the last 2 decades and the
agriculture sector prior to that with manufacturing
taking a backseat.

Tax for new manufacturing companies has been
reduced from 25% to 15%, also for corporations not
seeking any incentives/exemptions have effective
corporate tax rate of 25.17% which was earlier 30%.

Manufacturing as a % of GDP, lowest among Asian peers

35%
30%
25%
20%
15%
10%
5%
0%

S 8§ 5 8 8% g2 5 ¢

o o

S 8 % R ' R % R

=J=China ={1=Korea

Note: 2022 figures for Japan is estimated as actuals are not yet available
Source: World Bank, CRISIL MI&A Research

2013

={=Japan ={F=Indonesia

2014
2015
2016
2017
2018
2019
2020
2021
2022

India
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China: Early years helped country’s climb, recent years have witnessed a downfall

25%

20%

15%

10%

5%

0%

-5%

Open door policy:

. D tralisati
opening-up of FDI ecentralisation/

privatisation

Export focus / trade ) Adiem cries
liberalisation Setting-up Global Trade
of SEZs financial disputes
End of Mao Political crisis
unrest )
era Entry into
WTO
= GDP Industrial GDP
NYWNDOOFNMYITDLODNONOFAMYENONODNOSTAMYENWONDDNOZNMN 0 0Oog
ggghgw%ggqoogwoooooomgggmggg0008000000005065065656“'8
222NN RRNRRNRNRNN=ERRRNRRNNNNOIQLLLLLLLTAARINANNANIN

Source: World Bank, Industry papers, CRISIL MI&A Research

Vietnam: Industrialization led by foreign investment and export-focused policies

16%
14%
12%
10%
8%
6%
4%

Setting-up of Export focus Asian Decentralisation / Global More trade agreements, especially the
industrial hubs / SEZs /trade aifies privatisation financial crisis WTO, which lowered tariffs; pro-investor
liberalisation approach (amendments to laws on foreign
Corporate tax investment); lowered cost of business
Labour reduction

reforms

US-Vietnam trade
agreement

2% e GDP
- Industrial GDP
0%

[o0] O X N M Y W WX WO O O =X N MY W O OO O = MY LW OD>owmo og
YYRRE:: AR ANO Q9909000090505 608506605656 488
2/"@_9~999999@9g8gggggggg8wmmRNNN%NQN
-4%

Source: World Bank, Industry papers, CRISIL MI&A Research
 However, with manufacturing-focused schemes account for nearly 19% of the capex between FY24

such as ‘Make in India’ and the Production-Linked and FY27.

Incentive (PLI) scheme, the Indian manufacturing
sector is primed for growth.

» At a sectoral level, sectors such as oil & gas,
automobiles and metals would be the flagbearers

» Rising capacity utilization levels across sectors for industrial capex and would alone account for
along with these manufacturing-focused schemes almost 50% of the industrial capex over the next
is likely to provide a thrust to industrial capex, 4 fiscals mainly due to capacity expansion and
which has traditionally been a concentrated affair investment in emergent segments such as electric
with top 400 companies accounting for 50% of the vehicles.

overall industrial capex.

e Furthermore, as per CRISIL MI&A’s analysis of capex

* In absolute terms, overall capex averaged Rs plans of ~250 companies, around 50% of their
4.2 trillion between FY20 and FY23. We see this announced capex would be completed by FY25,
number rising to ~Rs 5.9 trillion on average thereby implying robust industrial capex activity in
between FY24 and FY27, marking a ~1.4x increase the next few years, which would provide a thrust to
on an annual basis. the economic growth.

e Overall, PLI and new-age sector capex could
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industrial capex a concentrated affair with top 400 companies accounting for ~50% of the overall capex

Rs 3.8
trillion
of total

capex [Riety

5,000
companies

~80%

Source: Company reports, CRISIL MI&A Research

Most legacy assets breached the decadal average and were a notch below the all-time high in terms of

capacity utilization

©—-a Tractors V Passenger vehicles \/ l_o:_% Commercial vehicles \/
100% 16
110% 7
000, 000 90% 15
. 70%
80% 5 14
3 70% \ 3 60%
50% 08 §- 60% “ §' 50%
13
40% 06 § 0% 3 5 40%
30% F o 40% 7
0% 0.4 20% 2 30%
10% I I I 02 20% : 20% 12
[
0% 0 10% 10%
0% 0
FYT FY24P
FYN FY24P 0% 11
FY11 FY24P
% Steel \/ %@ Cement \/ ﬁ% Aluminium
100 180 90% 700
80% _ M1 - = 140 70% \\_\/A\/ 95%
9 500
70% 120 z 60% z
1
60% 00 o 5O%m = = == = = == = 400 3 90%
50% > >
80 40%
40% ’ 300 85%
60 30%
30% 200
20% 40 20% 80%
10% 20 10% 100
0% 0 0% 0 75% 0
FYn Fy24p FYT FY24P YT FY24P

A Peak capacity utilisation

~ Average capacity utilisation

Source: Company reports, CRISIL MI&A Research

[ | Top players capacity (RHS)

Others capacity (RHS)

== Top players utilisation

=== Overall capacity utilisation
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PLI and new-age capex drives Industrial growth

Sector-wise industrial capex

7.0
Average capex FY24-FY27P
~5.9 trillion
6.0
5.0
Average capex till FY20-FY23
~4.2 trillion
2 e
3.0
2.0
1.0
0.0
g >~ © E g I~ N w # w Eg
c ¢t ¢ &g ¢ oz & & & ¢
[ i [ o
m0&G m Metals mCement
= Auto mPharma mFMCG
wothers m Chemicals mPLI

" New Age Sectors

FY27E

split over the next four fiscals

PLI, 9%

0&G, 30%

Metals, 7% |Chemicals,| FMCG,

e

Sectors
Others, 15%

Note: New age sectors include green hydrogen, semiconductors, wearables and solar modules (excluding PLI); others include textile, consumer durables,

mining and paper.
Source: CRISIL MI&A Research

PLI Scheme to boost industrial investments and enhance India’s manufacturing

potential despite certain monitorables

PLI Progress at a glance

Auto “ .
ACC o o
Specialty Steel . . .
Solar “ . .
Textiles . .
Pharma - Formulation . . .
Mobiles ‘ ’
White Goods - .
Food Processing . -
Drones . “
Telecom “ .
Bulk Drugs . “ .
IT Hardware . . ’
Medical Devices o o o
2020 2021 2022 2023 2024

Scheme approved by government
Approved applicants under scheme

Start of incentive payouts

Start of PLI capex

Source: PIB documents, CRISIL MI&A Research

2025

PLI schemes @
across sectors w
o o
Rs 1.82 trillion
government
f(s)/o incentives
..|IIII|||
Rs 25-30 trillion
revenue
POtenty @
Rs 2.5-3 trillion
capex
potential
2026 2027

2

70%

share of green
capex
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« The PLI scheme, positioned
by the government as a
game changer in making
India a global manufacturing
hub, has been focusing Rs billion
on integrating existing
manufacturing value
chains to reduce import
dependence and improving
competitiveness to support
exports as well.

Rs 2.76 trillion capex; top 3 sectors to account for over 60% of the total
spend

+ The scheme would dole out Auto, Rs 750 Q::gz%a“e’yv
incentives of Rs 1.82 trillion
for generating revenue close Sharma
to Rs 30 trillion and capital Formulation,
spends of Rs 2.5-3 trillion.
The numbers could go up as Textiles,

round two for a few sectors Rs 190

nears completion.

* Notably, top 3 sectors account Drones,
for more than 60% of the
total PLI capex and therefore, : : -
successful progression of Specialty Steel, Rs 430 |solar PV, Rs 320 | }aoo'* Erocsesing: .
these sectors are crucial for devices, 10

realizing the full potential of Source: Cabinet Ministries, PIB, CRISIL MI&A Research
the scheme.

e CRISIL's assessment

Total PLI c:s:;::lv’llt;h locations Top 3 states (share in analysed capex) |nd icates th at
(Rs thousand crore) locations have been
finalized for close to
50% of the capital
5 . . spends with three
128 e = s states accounting
Tamil Nadu Gujarat Karnataka for nearly 70% of
the total spend.
= b Gujarat Land allocations at
ACC battt il 9 9 .
4 attery Tamil Nadu 67% KA 17% 17% a dlSCOUI’\t, faster
clearances, and
Andhra .
Solar PV Gujarat76% Pradesh 24% other benefits have
enabled these states
Toxtil Sujarat | MH Gea KA Othere 38% to be better placed
extiles MP 18% 12% o ers
é - than the rest.
q UP KA AP
D Mobiles Tamil Nadu 57% 17% 14% 4%
= . MP wB [Cujarat
Food processing 1% 0% 8% - JKerala 2% Not allocated 65%
((( ))) .
A Telecom Haryana 24% 1%;1 'ﬁ‘;;lhl g‘;: 17%
N MH
K] White goods Andhra Pradesh 35% 12% n% ;’oZ <} Notallocated 35%
* R
Ki tak
& IT hardware Tamil Nadu 48% 2;72“2‘ == UP 23% Y 5
@ Medical devices ;g:/? LIl ;1,/': 2;0] Not allocated  64%

Source: Cabinet Ministries, PIB, CRISIL MI&A Research
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 As partofthe
scheme, the
government would
dole out close
to Rs 1.82 trillion

the PLI scheme

(in Rs billions)

Top 3 sectors account for close to 50% of the total incentive payout under

in incentives Mobile Automobiles Solar PV ACC battery Pharma -

e = formulations
to the players 372 D 259 240 %@ 181 T4 150 o
undertaking the N LA
capital expegnditure (20%) (14%) (13%) (10%) (8%)
upon meeting the Telecom (( )) Food Textile IT hardware Bulk drugs
incremental sales ® -
peremental 122 £ 106 & 102 4 69 63
incentives would (7%) (6%) —
?ho et SP(P]{IEaO; ﬁiy of Specialty steel White goods Medical devices Drones
these players but is [
also likely to make 62 @ 61 §88848 32 1 =

their exports more
competitive.

Note: % indicates the sector's share in total incentive payout
Source: Central government ministries, PIB, CRISIL MI&A Research

«  However, post implementation of the scheme,
the process for claiming incentive payouts has
been pretty complex so far. Clarifications are
required on inclusions and exclusions for quarterly
disbursements by stakeholders and many
stakeholders are holding discussions to address
such concerns.

* Further, incentive criteria have evolved over
time. An assessment conducted by CRISIL
MI&A indicates that at least eight sectors where

ecosystems are being established, meeting
technical parameters will be crucial and a key
monitorable to ensure incentive payouts are on
time and without penalties.

An evaluation shows that qualification criteria for
at least 56% of incentive payouts across six sectors
are relatively complex and stringent. This will hence
remain a key monitorable for the scheme.

56% of incentive payouts linked to stringent criteria

Jabiles Medical devices
0 )

Telecom

Medium

White goods

Incentive-to-capex ratio

Low

Less stringent

Bubble size indicative of PLI capex

Source: CRISIL MI&A Research

Food processing

Textiles
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Incentive payout criteria

O
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Specialty steel

Highly stringent
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 Adip stick survey across a few sectors indicates result, another round of scale-based incentives
that PLI will aid ecosystems to get established, is essential for the key manufacturing sectors to
though certain areas would need deeper focus. reach its full potential.

« Additionally, in many of these sectors, India is
ranked substantially lower in terms of scale. As a

Power and logistics costs are areas of focus for improving India’s cost competitiveness further

(% of revenues)

12.00% ’

10.00%

8.00% Q Q

6.00%

4.00% ’

2.00% <
L 2
4 ¢ o ~

0.00%
ACC Auto Drones Food IT Medical Mobiles Solar Bulk Pharma -SpecialtyTelecom Textiles White
battery proce- hardware devices PV drugs formul- steel goods
ssing ations

@ % & O B 0 &8 oy @8 &

@ Logisticscost ® Power cost

1 1
7 l — | g
| — |
1
China ! India i South Korea
1
Power cost (in $ cents) 8-9 | 10-13 i 8-9
1 1
Minimum wages (US$ 2019 per month) 217 i 65 i 1256
i I
1 1
Logistics performance index 2023 rank 19 | 38 | 17
1 1
1

Source: CRISIL MI&A Research
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India’'s consumption
tale: modest origins to
significant advances

India's GDP heavily relies on private consumption. Favorable demographics such as a growing working-
age population, increased labor force participation, urbanization, and an expanding middle class are
driving changes in consumption patterns with areas like health, well-being, and organic foods gaining
prominence.

India derives nearly 60% of its gross domestic product such as the US and the UK, it is ~70%. PFCE, in turn, is

(GDP) from private final consumption expenditure closely linked to per capita incomes, as demonstrated
(PFCE). Consequently, external shocks have a limited across economies. India has attained the world'’s
impact on India. In comparison, China’'s and Japan’s fastest-growing economy tag of late and its PFCE is
PFCE is 50%, while for other developed economies expected to grow substantially by fiscal 2028.

Consumption growth by country; PCI drives consumption

China

India .
®

Malaysia

Korea Indonesia

(2017-22)

%

united states

. Brazil
ermany‘ r
Japan‘

PCI growth-PPP
(2017-2022)

France

Consumption growth - constant

Low

United Kingdom

e

Bubble size of Consumption expenditure

Note: PCI - Per Capita Income, PPP- Purchasing Power Parity
Source: United Nations, CRISIL MI&A Research
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India will have highest working age population than any other nation by 2030.

1000
900

800
700
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400
300
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(in million)

@ @ @& @ © @ @ =

Brazil

E

mm 15-59 years as of 2030P

India

mm 15-59 years as of 2010

Note: The intermediate forecasts have been considered

Source: United Nations, CRISIL MI&A Research

the working
age

| -
] ||
Indonesia Japan us Vietnam
— e E
wm 15-59 years as of 2021 @ Percentage of dependent population

* By fiscal 2030:

India is projected

to be home to

the world's most
youthful population,
comprising over 982
million individuals
in the working age
group, resulting in

a dependency ratio
nearing to 0.35.

India’s working-age
population may
surpass China's by
15% and exceed the
combined working
populations of the
Us, Japan, Brazil,
Indonesia, and
Vietnam by ~50%.

1600
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1200
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20m

2016 2021 2026 2031 2036

@ Working Population Total Population e % working population

Source: MoSPI, CRISIL MI&A Research
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« Moreover, the participation rate of women in India’s
labour force currently stands at 26%, one of the
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lowest worldwide. This suggests that there is signif-
icant untapped earning potential among Indians.

There is room for labour force participation to increase further

Female labour force participation

Total labour force participation

Note: Female labour force participation: Red: <50%, Yellow:50-55%, Light green: 55-60%, Dark green:>60% ; Total labour
force participation: Red: <60%, Yellow: 60-65%, Light green: 65-70%, Dark green: >70%
Source: World Bank, CRISIL MI&A Research

Brazil ) 52% 62%
China ] 64% 7%
l] France — 52% 56%
B Germany — 55% 61%
= | India [ ) 26% 51%
: Indonesia - 52% 66%
. e GEEEEED
EE Malaysia — 54% 68%
> <V D 56% 63%
B= ysa ) 58% 62%
vietnam (D 68% 73%

With a population
of nearly 200
million middle-
class households

Shift from bottom-of-the-pyramid to middle class

3% 4%

(%population)

. 0 0 O
with an average 26% H 2'1\\ H
income of Rs 1.5 660060
million ($18,750), q]‘\\ H @@@
middle-income
individuals in )
India are poised 55% 61% A Dsstitutes
to contribute A Aspirers
the increased A Middle Class
X 14% @ 1 o, Rich
spending by _ I B 5% | B 2%
fiscal 2030. 2015-16 2020-21 2030-31P 2046-47P
Note: Destitute <Rs 125,000 per annum, Aspirers Rs 125,000-500,000, Middle class Rs 500,000-3,000,000, Rich >Rs
3,000,000
Source: PRICE Report
* Rising income levels will shift India from an econ- * The middle-class and high-income segments are

omy driven by aspirations to one led by a robust
middle class. This shift will result in consumer
spending increasing from ~$1.87 trillion currently to

~$5.16 trillion by fiscal 2031.
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expected to be primary drivers, contributing to 55%
(~$1.82 trillion) and 31% (~$1.03 trillion) of all incre-
mental consumption, respectively.
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Urban-rural divide stark in India, rising urbanisation to drive healthy growth

Urban Rural 1990-95 1995-00 2000-05 200510 2010-15  2015-20
N C°“Z:’2§“°“ 10% 1% 9% 10% 9% 6%
Income
98,500 rsper (LD
annum GDP-PPP @ @ @ @ @
a $ trillion
[\
]
T U China
hh 36% 43% 49% 56%
L1 w e e e
(] 0
CEOENMIEED /0 6% 5% 6% 6% 5

CAGR

» )
] e =
|
India

GDP-PPP
$ trillion

Urban
hh

Note: Penetration % of households that own, India consumption CAGR is for 2015-21

27%,

29%,

31%

33%

%*

1995

2005

2010

2015

2021

Source: NFHS-5 Survey 2019-21, World Bank, CRISIL MI&A Research

« India remains a story of two halves. One part of
India has an income of 2.2x, on average, of the
other. This, in turn, reflects in the penetration levels
across key segments. Penetration levels in India
also remain significantly lower than in China or
most BRIC economies as urban incomes are almost

double that of rural incomes.

Hence, planned urbanisation, a key target of the
government, will trigger the next wave of sharp
consumption growth.

India’s savings rate among the highest, low exposure

110%
100%
90%
78%

80% 71% A
70% 61% A
60% 5i% A
50%
40%  34% 34% 3% lg%

o A
30% 3:5"% Y P .0
20% .0 29% 28% 29% H
10% 20% 18%
0%

Indonesia Brazil India Germany China Malaysia US

o = = = =

A Household debt as % of GDP

® Household savings as % of GDP

to debt good for consumption

105% The US The US
1 PN
85% Housing
A J_D_L loan @ @
@ Auto loan @ @
[ ]
3% O| Credit @ @
P —=—J card
17%
Education @
UK Korea loan
N LA
=t

Note: Others include consumer durables, gold, healthcare, personal loans etc.

Source: World Bank, CRISIL MI&A Research

« India's savings rates may be comparable with most
of its Asian counterparts, but low household debt
augurs well for consumption growth in the long

term. Further, a lower proportion of long-tailed
housing loans and a better skew towards liquid
savings would also boost consumption growth.
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84% Indian households savings are in less risky liquid financial assets; only 7% are invested into rela-
tively riskier assets like shares and mutual funds

Source: Indian household savings data, RBI, CRISIL MI&A Research

Bank deposits
Provident & pension f
Life insurance

Cash

Shares

Non bank deposits
Mutual funds

Small savings

unds

« CRISIL MI&A Research finds 84% of savings were in
safe and secure investments, 8% in cash and only
7% in risky instruments such as shares and mutual

funds.

« Overall, Indians continue to avoid risky instruments.

« Share of liquid assets rising as savings grow,
spendable cash at nearly a quarter of financial

savings.

Premium products to continue outperformance across sectors

Above Rs 1
million

Cars and Below Rs 1
Uvs million
Two Below Rs

Wheelers 90,000

FY20-FY22 FY23

146% 97%

30%

-9%

-12%

-24%

FY24P

Higher waiting period
of premium vehicles
compared with lower-
priced ones

VARNES
Air
conditioners

Increasing model
launches in >Rs 90,000
segment; rising EV
penetration with EVs
concentrated in >Rs
90,000 segment

= =y mp

=

Small
household
appliances

Chart represents sales volumes of PVs and 2Ws; FY22 growth is over FY20
and FY23 growth is for 9MSource: SIAM, CRISIL MI&A Research

FY20-FY22 FY23

20%

Premium
food

©)

Regular
food

FY24P

t

16%

t

Higher consumption

in urban market, which
has high price elasticity;
companies in RTE/RTC
and instant food driving
growth

Higher consumption

in price sensitive rural
markets; Low pack sizes
to drive sales

FY20-FY22 FY23 FY24P

36% '

t

Shift from window ACs to
split/inverter ACs driving
premiumisation

High penetration as well
as increase in prices of
fans due to BEE rating
revision to keep growth
moderate

Chart represents revenue growth of a sample set of companiesFY22 growth is over
FY20 and FY23 growth is for 9M Source: Company reports, CRISIL MI&A Research
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Note: EV: Electric vehicle, BEE: Bureau of Energy Efficiency, RTE: Ready to eat, RTC: Ready to cook, ARR: Average room
rate, RevPAR: Revenue per available room

t
\

FY24P

RevPAR 134% '

Despite increasing
ARR, occupancy
level is expected to
remain at all-time
high

Passenger traffic to
surpass pre-Covid
levels in FY24 and
fares to remain
stable
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e The pandemic-induced lockdowns and subsequent « This uneven recovery is evident across various

income setbacks had a disproportionate impact

on low-income groups, exacerbated by a sustained
period of inflation. In contrast, high-income individ-
uals maintained stable incomes and savings over

fiscals 2021 and 2022, owing to reduced travel and
spending on social events caused by the lock-

downs.

Gig employment may lead to emergence of new consumption patterns

India’s gig workforce to rise 3x; almost one-third to be high skilled

3.5

.2

7.7

2021 2030

Source: CRISIL MI&A Research

Share of gig workers in non-agri
employment

&

Share of high skilled workers in
gig employment

> ©

consumption sectors, encompassing consum-

er discretionary goods such as automobiles and
two-wheelers, consumer durables, and consumer
discretionary services such as hotels and airlines.

The consumption patterns
of Indian consumers are
shifting, leading to a rise

in emergent segments
such as food delivery,
health and well-being,

and organic foods. While
these segments are in their
nascent stages currently,
they present immense
growth opportunities going
forward.

A large proportion of the
incremental skilled work
force now earns on an
hourly basis. The flexible
income is used either to
generate incremental
income for the existing
work force or support new
entrants in the work force.

Digitalisation is changing consumption patterns, shifting focus towards niche seg-

ments
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Health and well-being, a new area of spend

Post COVID-19, Indian millennials’ focus ..leading to the emergence of new
on health & well-being continues... categories & brands
Of Indian millennials spend more
é é on healthy food/snack options H ea |th F& B Yog a ba r
43% Boost Soulfull
Snackible
A Are spending on activewear b i Tradltlonal nUtrItlon
i atanjali
I]}-{"?:[[] and gym equipment ChyavanpraSh
41% Baidyanath
. Yakult
Nutraceuticals
Of older millennials are spending Power gummies
':II}' more on wearables to track health Cureveda
0 Wearables
36% FastnUp Akiva
Fitbit .
Fitness bands iWatch

Source: Industry, CRISIL MI&A Research
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Companies like the Tata
Group have recently made
investments in startups like
CULT, which offer compre-
hensive health and well-being
solutions. Similarly, enterpris-
es such as Reliance Indus-
tries are venturing into the
diagnostics sector, which falls
more into the realm of pre-
ventive medicine rather than
traditional healthcare.

Conglomerates like ITC are
also considering acquisitions
in the rapidly expanding nutri
bar segment, which has expe-
rienced a 30% growth in last
fiscal and has a market size of
nearly $10 million in India.

Organic food spends have been on a rise even after the pandemic

Others*
Organic agricultural land  Number of organic producers 1%
2 7 Medicinal plants
h n:n Spices
ectares
Tea & coffee 5%
o o 6%

Highest in Asia and Highest in the world Cereals & millets
4th highest globally '7%
Organic production Organic exports Oilseeds

9% Soyabean meal

ﬁﬁ The US, the EU, Canada,

the UK, South Korea

are major export destinations
State of Madhya Pradesh

is the largest producer

Source: FAO, CRISIL MI&A Research

57%

Organic exports from India products

India’s organic food production was 3.5 million tonne owing to the presence of branded players. Growth in
(MT) as of fiscal 2022, with exports at 0.9 MT and total the domestic organic food market has been multi-fold,
realisation at $1.04 billion. Realisation of organic foods especially in pulses, grains and fruits.

is 3-4x normal produce. They also enjoy better margins
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Digital initiatives to
empower future

The India Stack, supported by increasing mobile and internet penetration, has transformed digital

CRISIL

An S&P Global Company

solutions, impacting consumption behaviours through E-commerce and real-time UPI payments. The
successful global adoption of UPI has already kickstarted India’s journey towards becoming a global
leader in technology. Furthermore, with the presence of one the largest talent pool with Al-related skills,
India is also well positioned to benefit from the upcoming Al-driven digital revolution.

India has seen a spate
of digital innovations
since fiscal 2010.

India Stack is a set of
digital infrastructure
components that
collectively enable
various entities,
including governments,
businesses, and
individuals, to interact
and conduct transactions
electronically. The
creation of India

Stack is facilitated by
government to widen
access to financial
services, which is a set
of open Application
Programming Interface
(APIs) and digital

public goods, has
formed the backbone
of multiple tech-based
innovations, opening

up new investment
opportunities that would
further strengthen the
fundamentals of the
Indian economy. These
innovations are bringing
about a transformation in
the patterns of payment
and skill development.

India’s digital technology prowess has grown rapidly since fiscal 2010

P
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_~, P2P Lending - 2016
= Buy Now
Neo Banks Pay Later \
H r i
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Payment Banks
. | |
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Source: CRISIL MI&A Research
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India Stack facilitates - tech-based innovations « India Stack has played a crucial
role in advancing digitalisation

Aadhar Unified in the country.
authentication Payments

Aadhaar
Digital Locker

Aadhar e-KYC Aadhar eSign

—

R

'~

¥ Interface (UPI) I TCTEY e This comprehensive digital in-
‘@M)} » Stack frastructure framework, which
encompasses open APIls and
technological capabilities such
as Aadhaar for digital identity,

@Bharatpe New - e-KYC for paperless authentica-

business tion, digital lockers for secure

ﬂ I?’I Lzt E OPoen document storage, and Uni-

Ry o > fied Payments Interface (UPI)
9 Lenben: LAZyPAy ‘Zozest for sea mless, real-time digital
amazonpay Flexmoney POSEPE.. transactions, has promoted
and facilitated adoption of digi-
tal services.

Source: CRISIL MI&A Research

Penetration levels across most digital technology parameters

(users in millions) India has considerable potential
for advancements in digital
technology, given the high
penetration of digital platforms.

Account Aggregators (Finance) . 3
e-Sanjeevani (halth platform) - 92
Online learning platforms - 93
BHIM (payment platform) - 209

DIGIT (e-gov) (D 230 /
Food delivery platforms ([ D 258
UPI (Payment interface) _ 300
ABHA (health ID) (D =22
Smartphone users _493
Social media platforms _ 497
E-commerce platforms — 64é
Active internet users — 692
Internet subscribers _ 851
co-win (vaccination) (I 0o

Telecom subscribers ([ 1250 A0
Aadhar (foundationa) (N ' 5co VO R g
Population (2021 (N <00 ——
Source: OECD.AI, Crisil MI&A Research
Computer and mobile usage of Indians among the highest globally (hours per day)
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Source: Digital FY22; Global Overview Report Hootsuite
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The trend has been well-complemented by sharp thrust to social media and over-the-top content, and
growth across most data consumption metrics increased online presence in the country have also led
in India, supported by inexpensive data and high consumption patterns to see a marked shift towards
internet penetration, among other factors. A strong e-commerce and other digital sales channels.

India a global leader on most data consumption metrics

() . .
OTT subscription Wearables shipments
(D EB/month ® 2.4 in H12023 R
mon d
881 mobile data subscriptions @
mn internet traffic 119 mn per user 58 mn 7
users —I—T—" Active subscribers 53% yoy growth

2nd highest internet users in the world Low fees led to multiple
One of the cheapest data prices, subscriptions per user
enabling high data traffic ~7-8 hrS/day

X avg time
467 mn 65% '.?-e' (\D spent online

Social media Video data usage
users in 2022 S ~17 GB persub per
contribution month (2022)

2nd highest in the world to data traffic
e 2nd highest in the world

Growth in Indian apps & games

0~0 = = OPNO)
o = ©)
r\( \’\. Emergence of| l/-\r ’\1 To account
local players for
[¢) () ~ o,
200 /q 80% 40% drove growth 500 mn+ 39% of all
Growth in Growth in smartphone post ban on L mobile
monthly active | consumer users are using TikTok 5G subscriptions EEEytNRMErSes
users between spend between short-form by 2027
2019 & 2021 2019 & 2021 video apps
Note: Exabytes (1 EB=1000 TB);
Source: Nokia MBIT Report 2022, Ericsson Mobility Report 2021 TRAI, industry, CRISIL MI&A Research
Digitalisation to drive e-commerce Brick-and-mortar retail revenue is expected to just

surpass its pre-pandemic level in fiscal 2024, and

consumption and sales e-commerce, to be at 2.2 times.

E-commerce Brick & Mortar Organised retail
revenue growth revenue growth revenue growth

Pre-covid Pre-covid Pre-covid
multiple* multiple* multiple*

FY24 P 2025% 22 1416% 1.2 1.4
FY 23 E 2224% 1.8 1819% 1.2

Fv22 30% 1.4 20% 0.9

Fv21 11 26% 0.7 0.7

Note: *- Represents the revenue level for that particular fiscal compared with FY20; E — estimated, P — projected
Source: CRISIL MI&A Research
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The pace of e-commerce adoption in India picked up

rapidly especially during the pandemic, helped by the
increased convenience it presents and shorter delivery
times offered by various platforms. While the shift has
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been rapid, the country is highly underpenetrated
compared with peers, implying ample headroom for
growth.

Low penetration provides sufficient headroom for growth

Online retail penetration to cross 6% in the long term Huge untapped opportunity for growth

(Rs tn.)
10 CAGR 21-26% | °
Cd
8
6 22269 2%y
= 0
CAGR24% ——=>
4 >
2
o
2015 2015 2015 2015

2015

——> Overall retail industry ~Rs
84 trillion in 2022-23

Overall retail : ~Rs 9 trillion;
~11% of overall retail

—> eRetail : Rs 3 trillion; ~3.7%
of overall retail

Globally, online penetration level significantly higher than India

Online Penetration

26% 0=us O crin-
23% [ )
20% o ®
17% o
14% : S ®
1% o0
2015 2016 2017 2018 2019 2020
Source: CRISIL MI&A Research
Segment-wise, food and beverages, and
gems and jewellery have seen the largest 80 140
expansion since Covid-19, while apparel 0
and footwear have seen a relatively slower 120
pace of growth. Nonetheless, as the Indian 60
e-commerce market grows, business 100
models will evolve and likely present even 50
more investable opportunities in future. 80
40
60
30
UPI has revolutionised India’s - 40
digital payments landscape .
10
UPI has turned out to be one of the most 0 ]
significant technological innovations, 0
as seen from its use cases and global 2016 2017 2018 2019 2020 2021 2022
adoption.
M Number of UPI transactions (billion) Value of transactions (billion)

Since its launch in fiscal 2016, UPI has
achieved scale rapidly, logging stellar
growth in terms of both penetration and
usage. The uptake has been aided by

the platform’s inherent benefits, such as
convenience, no transaction fees, security,
and real-time transfers. With increasing
smartphone and internet penetration,
UPI's usage and importance will likely
increase massively going forward.

Source: CRISIL MI&A Research
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Around 84% of UPI transactions are of Rs 500 or less

Rs 500 or less

84%

Rs 501 - 2000

1%

> Rs 2000

5%

Source: CRISIL MI&A Research
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Transactions data is analysed at a granular
level. It was observed that of a total of
5,364.63 million peer-to-merchant UPI
transactions in June 2023, ~84% were of

Rs 500 or less. UPI being widely used for
regular day-to-day transactions indicates its
high adoption at the grassroot level.

By virtue of UPI, India has become a global
leader in the real-time payments space.

The country is one of the largest real-time
payment markets in the world. Owing to
the stupendous success of UPI in India,
many other countries have shown interest
towards adoption of UPI. This growing trend
is likely to entrench India’s position in digital
innovation and benefit its economy via
stronger bilateral ties.

India the world’s largest real-time payment market

Number of transactions (billion)

s (R >°

erazi! (N >
china (N ¢
Thaitand (D 7

Year-on-year growth

4444,

fa
South oc@
8 ok &)
kores D =S
Source: ACI Worldwide, CRISIL MI&A Research
Global UPI adoption growing rapidly
NI &E
M N4 —
Other countries with UPI adoption Malaysia

United Kingdom

To enhance cross-border
payments using UPI ID

France
To allow UPI payments for
students, tourists

United Arab Emirates
Cross-border UPI
payments enabled

Oman
To allow digital remittances
using UPI & Rupay cards

o

o To facilitate remittance
i to beneficiary banks in
India via UPI

Bhutan
BHIM UPI QR based
payments enabled

R

Nepal
P2P, P2M and cross-
border payments made
operational

Singapore
TPayNow integrated
with UPI for cross border
transactions

Note: Other countries include Thailand, Philippines, Cambodia, Vietnam, Japan, Hong Kong, South Korea, Netherlands, Belgium, Luxembourg, Switzerland

and Sri Lanka
Source: CRISIL MI&A Research




The evolution of UPI has resulted in the emergence

of multiple fintech startups as well, which have
attracted healthy investments over the years, despite
the industry being in the nascent stages. Technology
has also been observed to propel growth in fields such
as artificial intelligence (Al), which has quickly gained
prominence as a major investment theme.

India well-placed to benefit from Al
revolution

 The world has seen enormous technological de-
velopment in recent times, with the emergence
of cloud computing, big data analytics, internet of
things, augmented reality and virtual reality.

* Al has carved a space of its own, emerging as the
most promising technology for future. For more
than a decade, India has been the global leader in
information technology (IT) services and solutions,
helped by the abundance of skilled employees
well-versed with technology.

Edelweiss
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As the global leverage and usage of Al increases, a
similar advantage in terms of skilled labour could
help India become the global leader in the field.
With one of the largest talent pools for Al globally
and a favourable demographic dividend, this could
result in the proliferation of Al-based startups and
investment opportunities in the country.

India has the largest talent pool for
Al-related skills

With over 1.6 million digital talent pool, India has
emerged as the prime destination for talent glob-

ally.
Complementing the availability of workforce well-

versed in Al-related skillsets, demand for such skills
has also been rising.

Likelihood of a worker having Al skills against the cross-country average, by gender (2015-2023)

Al skills Penetration factor (Male)

Poland NN
Netherlands NG
Brazil NG
Average |
spain NG
France NI
Turkey ]
Israc! N
Germany ]
Canada I
us.A I——
India I —

0 1 2 3 4

Source: OECD.AI, CRISIL MI&A Research

Al skills Penetration factor (Female)

Poland NG

Netherlands [INNEIEG

Brazil [ININEGEG
Average [ ]
Spain NG
France NN
Turkey [ |
Israc| NN
Germany ]
Canada IS
u.s.A I
India I ——

0 1 2 3 4

Note: This chart shows the prevalence of workers with Al skills — as self-reported by LinkedIn members from 2015-2023 - by country, gender and compared to
the average of the countries included in the chart. A country's Al skills penetration for women of 1.5 means that female workers in that country are 1.5X more
likely to report Al skills than the average female worker in all countries pooled together

e The share of IT-related job posting for Al skills was
the highest among major peer countries.

e These trends, in conjunction, show that India is fast
becoming a hotspot for Al-related jobs and ser-
vices. This augurs well for the country’s economy

as higher supply and demand for Al-related skills
could lead to increased investment and prolifera-
tion of Al-related companies in the country.
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Demand for Al skills among the highest in India

I %of IT related job posting for Al skills
indio (R <2
Canac (N ;52
United States (N o5
nited Kingdorn [ 25 '\V
South Africs (N 1527

Germany [ 7 —H | .
nustraia (N 1 5%

ol I 115 K Hj H.N

orazi [ o.44%
France - 0.33%

.
:

Source: OECD.AI, Crisil MI&A Research

Venture capital investments in Al (2018-2022)

e The advancement of Al in India is likely to

300 . 2

lead to new investment opportunities in
258 (in $ million) the country. India had the fifth-highest

250 inflow of Al-related venture capital (VC)
investments in 2022.

200 e The quantum is low compared with the
US and China. However, there is enormous
potential for growth in tandem with the

150 05— country’s rise as a global hotspot for Al

2 O e Asthe world moves towards a new phase

100 O}_ of technological revolution, Al is set to play
a key role and with a rise in Al capabilities,
India will be well-placed to entrench its

50 position as a technological leader in the

33
- . 2 world.
. - B
USA China India EU UK

Source: OECD.AI, Crisil MI&A Research
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About CRISIL Limited
CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of innovation, and
global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses that operate
from India, the US, the UK, Argentina, Poland, China, Hong Kong, UAE and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data to the capital
and commodity markets worldwide.

About CRISIL Market Intelligence & Analytics

CRISIL Market Intelligence & Analytics, a division of CRISIL, provides independent research, consulting, risk solutions, and data & analytics. Our
informed insights and opinions on the economy, industry, capital markets and companies drive impactful decisions for clients across diverse
sectors and geographies.

Our strong benchmarking capabilities, granular grasp of sectors, proprietary analytical frameworks and risk management solutions backed by
deep understanding of technology integration, make us the partner of choice for public & private organisations, multi-lateral agencies, investors
and governments for over three decades.

CRISIL Privacy Statement

CRISIL respects your privacy. We may use your personal information, such as your name, location, contact number and email id to fulfil your
request, service your account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy policy
please visit www.crisil.com/privacy.

The below disclaimer(s) are issued by CRISIL Limited and Edelweiss Alternative Asset Advisors Limited respectively. These disclaimers should be
read in conjunction with each other and the text contained therein shall enure to the benefit of the two parties respectively.

CRISIL Disclaimer

This report is commissioned by Edelweiss Alternate Asset Advisors and prepared by CRISIL MI&A, a division of CRISIL Limited (“CRISIL"). By
viewing, using or accessing this Report you (“user”) agree and accept as follows: (i) While CRISIL uses reasonable care in preparing this Report
based on the information obtained from sources it considers reliable (“Data”), CRISIL does not guarantee the accuracy, adequacy, completeness,
authenticity or timeliness of the Data / Report and is not responsible for any errors or omissions or for the results obtained from the use of the
Data / Report (ii) This Report is not a recommendation or investment advice. CRISIL especially states that it has no financial liability whatsoever
to the subscribers/ users/ transmitters/ distributors of this Report. CRISIL Research operates independently of, and does not have access to
information obtained by CRISIL Ratings Limited, which may, in their regular operations, obtain information of a confidential nature. The views
expressed in this Report are that of

CRISIL Research and not of CRISIL Ratings Limited; (iii) The user takes full responsibility for any use of the Report and CRISIL does not accept
any liability whatsoever (and expressly excludes all liability) arising from or relating to the use of any part of the Data/Report by the user; (iv) The
user will always use the Report ‘AS IS’ in its entirety and unless the user is specifically permitted by CRISIL in writing the user shall not in any
manner: (a) copy, transmit, combine with other information, recompile, publish, reproduce or segregate any part or portion of the Report. The
contents of this report are intellectual property and information of CRISIL. Altering or copying of the contents or distributing the report without
attribution the source to CRISIL is strictly prohibited and violation will attract legal action,; (b) use the CRISIL brand name, logo or any other
CRISIL intellectual property rights in relation to or in respect of the Report or in any manner that identifies or indicates that CRISIL is the author,
developer, publisher or owner of the Report or that CRISIL has released the Report. The report is for use within the jurisdiction of India only.
Nothing in this report is to be construed as CRISIL providing, or intending to provide, any services in other jurisdictions where CRISIL does not
have the necessary permissions and/ or registration to carry out its business activities. The user will be solely responsible for ensuring compliance
for use of the report, or part thereof, outside India.

About Edelweiss Alternatives

Edelweiss Alternatives is one of the leading alternative asset managers in India with over a decade of experience in managing investments
across private debt and real assets driven by the vision to “Be the trusted and respected India alternative asset advisor, creating value for all
stakeholders.”

Edelweiss Alternatives focuses on identifying structural and scalable alternative investment opportunities in India to deliver superior risk-
adjusted returns for our customers and offers products that can be categorized into six distinct strategies: Special Situations, Performing Credit,
Real Estate Credit, Infrastructure Yield, Rental Yield and Climate.

Each of these strategies is managed by an on the ground dedicated investment team. The investment teams comprise 60+ investment
professionals who have deep domain expertise and experience, that help in sourcing and structuring bespoke transactions. The investment
teams are supported by a 100+ member asset management and operating teams who provide a “Beyond the Numbers” view and enhance
the value of these investments. At Edelweiss Alternatives, we continue to maintain the highest standards of governance and have a robust risk
management framework to ensure the long-term sustainability of the business. Each of the investments are evaluated pre-investment and
monitored post investment by an independent 15+ member risk management team.

The customers of Edelweiss Alternatives include global institutional investors - pension funds, insurance companies in North America, Europe
and Asia-Pacific as well as large family offices and ultra-high net worth individuals based in India. The business now caters to over 2,000 unique
customers with over 700 repeat investors across all our strategies. We are also the only Indian manager to feature in Private Debt Investors Top
100 global fund raisers for years 2021 and 2022.

Responsible Investment is one of the core focus areas at Edelweiss Alternatives, thus entwining ESG factors into the investment decision making

process. As a testament to our commitment, we became a signatory to the UN Principles for Responsible Investing (PRI) on January 1, 2023, and
align ourselves with the six principles for responsible investing.
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Edelweiss Alternative Asset Advisors Disclaimer

This document has been prepared by CRISIL Limited and commissioned by Edelweiss Alternative Asset Advisors Limited (“EAAA”") and is only
for information purpose and may not be intended to be comprehensive or to provide specific investment advice or services. This document is
not a substitute for such professional advice or services and it should not be acted on or relied upon or used as a basis for any decision or action
that may affect you or your business. Any decision or action taken by you on the basis of the information contained herein is your responsibility
and EAAA will not be liable in any manner for the consequences of such decision or action. In deciding whether to make an investment with
EAAA, you must rely on your own evaluation of the terms of the proposed investment and the merits and risks involved, and, if applicable,

upon receipt and careful review of any confidential memorandum, prospectus or similar documents, and you should seek independent legal,
tax, investment or other advice where necessary. Although, reasonable efforts have been taken to ensure that the information provided in this
document is correct, EAAA and its managers, directors, officers, employees, advisers, representatives and agents make no representation and
give no warranty that such information is accurate, complete or current, and you should not rely on the information provided in this document
for any purpose. EAAA does not accept any responsibility whatsoever or liability for any direct, indirect or consequential loss or damage suffered
or incurred by you or any other person or entity, however caused, in any way in connection with the information provided in this document

or the authenticity, accuracy or completeness of such information. EAAA reserves the right to make modifications and alterations to this
document if required. However, EAAAL is under no obligation to update or keep the information current. Certain information contained in this
document constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,”
“should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue” or “believe,” or the negatives thereof or other variations thereon
or comparable terminology. Due to various risks and uncertainties, actual events or results or the outcome may differ materially from those
reflected or contemplated in such forward-looking statements. This document is for information purposes only and does not constitute an offer
or solicitation for the purchase or sale of any products / financial instrument/s or as an official confirmation of any transaction/s involving EAAA.
Except where otherwise indicated herein, the information provided herein is based on matters as they exist as of the date of preparation and
not as of any future date. Opinions expressed are current opinions as of the date appearing in the material only. No part of this material without
written consent of EAAA be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed to any person

"o "o " "

that is not an employee, officer, director, and partners or authorized agent of the recipient. EAAA and any of its officers, partners, directors,
personnel and employees, shall not be liable for any loss, damage of any nature, including but not limited to direct, indirect, punitive, special,
exemplary, and consequential, as also any loss of profit in any way arising from the use of this material in any manner. An investment in a
financial instrument may involves a high degree of risk (including the possible loss of a substantial part, or even the entire amount, of an
investment) and potential conflicts of interest that prospective investors should carefully consider any such offerings. The information contained
herein is not intended to aid any person in evaluating such risks and conflicts. There can be no assurance that any investors would receive a
return of their capital. Investment in some of the financial products may be suitable only for sophisticated investors and requires the financial
ability and willingness to accept the high risks and lack of liquidity inherent in any such investment. Before deciding to invest, prospective
investors should read the definitive offering and subscription

documents and pay particular attention to the risk factors contained therein.
Additional disclaimer for Singapore Persons

This document is intended to Singapore’s Accredited Investor and Institutional Investor. If the recipient of this document is not a Singapore's
Accredited Investor and Institutional Investor, then such recipient should not act upon this document and should immediately return the same
to the sender. Further, this document may not be copied, duplicated and/or transmitted onward to any person, including any Singapore person.

Additional disclaimer for U. S. Persons

EAAA Pte Ltd is registered with the U.S. Securities and Exchange Commission (“SEC”") as a registered investment adviser under the U.S.
Investment Advisers Act of 1940, as amended, and the rules and regulations promulgated thereunder (the “Advisers Act”).In addition, none of the
Funds advised by EAAA Pte Ltd will be registered as an investment company under the U.S. Investment Company Act of 1940, as amended, and
the rules and regulations promulgated thereunder (the “Investment Company Act”). Consequently, investors in a Fund will not be afforded the
protections of the Investment Company Act.

EAAA is not registered as a broker-dealer under the U.S. Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated
thereunder (the “Exchange Act”), and under applicable state laws in the United States. In reliance on the exemption from registration provided
by Rule 15a-6 of the Exchange Act and interpretations thereof by the U.S. Securities and Exchange Commission (the “SEC”"), in order to conduct
certain business with “major U.S. institutional investors” (as defined in Rule 15a-6(b)(4) under the Exchange Act), EAAA Pte Ltd has entered into
an agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. (“EFSI”). Transactions in securities discussed herein will be
effected through EFSI.

This document is intended only to major U.S. institutional investors. If the recipient of this document is not a major U.S. institutional investor, then
such recipient should not act upon this document and should immediately return the same to the sender. Further, this document may not be
copied, duplicated and/or transmitted onward to any person, including any U.S. person.

Neither the SEC nor any state or non-U.S. securities commmission has reviewed or passed upon the accuracy or adequacy of this document. Any
representation to the contrary is unlawful.

Additional disclaimer for U.K. Persons

The contents of this document have not been approved by an authorised person within the meaning of the Financial Services and Markets Act
2000 (“FSMA").

This document is for information purposes only and may be amended and/or supplemented without notice. Nothing in this presentation should
be construed as an offer, invitation or general solicitation to buy or sell any investments or securities, provide investment advisory services or

to engage in any other transaction, and this document may not be relied upon for the purposes of entering into any investment transaction.
Any investment should only be made by investors who understand and accept the risks involved. In the United Kingdom, this document is
being distributed only to and is directed only at (i) persons who have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), (ii) high-net-worth
entities falling within Article 49(2) of the Order, and (iii) any other persons to whom it may otherwise lawfully be commmunicated (all such persons
together being referred to as “relevant persons”). Persons who are not relevant persons must not act on or rely on this document or any of its
contents.
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