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On October 23, my colleague Gaurav Sinha and I had the pleasure of speaking with India’s

Honorable Minister of State for Finance, Jayant Sinha. India’s economy is going through

a major transition, and there is no one better qualified to give us an inside account

than Mr. Sinha, who is at the helm of economic policy making for the government of

India.   Start of the Change In May 2014, as a result of union elections in India, for

the first time in 30 years a single political party, under the leadership of prime

minister Naredra Modi, came to power with an absolute majority. Mr. Sinha highlighted

that the economic model this government wants to adopt is investment-oriented growth,

which is in contrast to the consumption-oriented growth previous governments have

followed. He also emphasized the government’s plans to grow India’s economy between 7%

and 9% year on year. Mr. Sinha pointed out that for an economy of India’s size, this is

the fastest growth rate in the world. Given its current size of $2.5 trillion (in

nominal terms), this means that over the next decade we will be looking at an economy in

the area $5 trillion (in nominal terms). Mr. Sinha said this would also imply—given

India’s market capitalization-to-gross domestic product (GDP) ratio, which currently

stands at 1 to 1—wealth creation of around $2.5 trillion, creating wealth and

opportunity for investors.   Push for Reforms   Mr. Sinha acknowledged that a lack of

business-friendly regulations traditionally has been a real problem in India, which

ranked 142th (out of 189 countries) on the World Bank’s Ease of Doing Business Index for

previous year. As a result, a major focus area coming straight from Prime Minister Modi

is to improve the ease of doing business in India and bring India’s ranking to below 50

over next few years. A host of reforms and initiatives are being taken toward achieving

this goal and improving the business climate in India. In fact according to the latest

numbers by World Bank (published very recently and after this conversation), India’s

ranking has jumped 12 spots and it now ranks at 130th place.   •Sovereign Wealth Fund

For the first time in its history, India is set to launch a National Investment and

Infrastructure Fund that would focus on infrastructural development. The fund has been

cleared by the cabinet on July 29 and will be a commercially run organization operating

at arm’s length from the government. This fund will provide capacity of approximately

$10 billion of annual equity-based capital investment in infrastructural projects over

next decade. This is a significant step that would spur economic growth and, with the

partnership model, create opportunities for private investors.   •Bankruptcy Code

Another potentially game-changing reform taken by the Modi government includes

strengthening banks and financials. India is set to launch a modern bankruptcy code to

enable faster and efficient exit mechanisms for banks from non-performing assets (NPA)

or bad loans. Similar to the code adopted by the U.S., India’s bankruptcy code entails

the establishment of debt recovery tribunals involving both arbitration and

conciliation. The goal would be the speedy and efficient recovery of defaulted loans. In

Mr. Sinha’s view, not only is this a significant step toward strengthening the financial

system, but it would also help improve the ease of doing business in India. A proper

exit mechanism would mean banks that are more confident of lending, a better rating of

the underlying asset/project and thus a step to scale up fixed income markets in India.

  •Social Security Reforms   The Modi government is often criticized for being pro-
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business houses. When we asked Mr. Sinha on his government’s initiatives for inclusive

growth, he pointed to several key game-changing reforms. These attempts are analogous—

according to Mr. Sinha—to Franklin D. Roosevelt’s efforts to bring social security to

the U.S.   • Jan Dhan Yojana (literal translation: “Public Wealth Scheme”) – This is

an initiative taken by the government to facilitate accessibility to banking for each of

India’s billion-plus citizens. Announced by none other than Prime Minister Modi, the

scheme mandates banks to open accounts for everyone and for any amount. As a result,

over 18 million bank accounts were opened under this scheme during the inauguration

week, which happens to be a Guinness World Record. The scheme also entails providing

life insurance coverage and a universal health program. Financial inclusion of everyone

is an indication of a growth model that is all-inclusive in nature. Mr. Sinha believes

being able to track everyone to a bank account will dramatically decrease waste and thus

improve the government’s efficiency.   • Micro Units Development & Refinance Agency

(MUDRA) – Mr. Sinha also acknowledged the significant role micro-enterprises aka mom-

and-pop shops play in employment generation in India. According to his government’s

estimates, about 58 million micro-enterprises provide 110–120 million jobs in India.

MUDRA is a special public-sector financial institution that is set up with the goal to

provide subsidized loans to microfinance institutions. Ultimate beneficiaries could be

anyone ranging from a small auto repair shop owner to somebody opening up a beauty

salon. This will not only benefit people starting their business but would also be a

boost to economic activity. So far there have already been about six million

beneficiaries.   Overall, Mr. Sinha reassured us of the tremendous hard work that is

being done by the current Indian government to improve the ease of doing business, speed

up infrastructural development, strengthen markets, provide greater social security,

generate broad employment and spread financial inclusivity. India stands at a

crossroads, where it can offer significant wealth creation opportunity not only for its

native but also for the world community at large. We stand with Mr. Sinha in believing

that India could be one of the best destinations for growth investing over the coming

decade.

Important Risks Related to this Article

Investments focused in India increase the impact of events and developments associated

with the region, which can adversely affect performance. 

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)
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 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Market Capitalization   : Market cap = share prices x number of shares outstanding.

Firms with the highest values receive the highest weights in approaches designed to

weight firms by market cap.

Gross domestic product (GDP)     : The sum total of all goods and services produced

across an economy.

National Investment and Infrastructure Fund : A wealth fund created by government of

India to invest in Infrastructure related projects.

Non-performing asset : A classification used by financial institutions that refers to

loans that are in jeopardy of default.

Debt Recovery Tribunal : A special appellate authority set up by Government of India

to speed up the recovery in the case of Non-performing assets of Banks, Financial

Institutions etc.
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