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The fastest growing free-market democracy registered a growth rate of 8.2 per cent
in 2004/05. JP Morgan has revised its 2005/06 forecast to 8.0 per cent; UBS to
7.9 per cent and Morgan Stanley to 7.3 per cent.

India is on a high growth trajectory.

Growing Market

According to Goldman Sachs, among Brazil, Russia, India and China, India will
grow the fastest over the next 30 to 50 years by leveraging its demographic
advantages and through continued development. At its present rates of growth,
the burgeoning market in the country "would be adding nearly one France every

three and a half years and one Australia every year".
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] 2003-04
A 199091

10% o 1950-
10 0 el

82% 4 %
8 /\ \M/"
4 /

2002-03 2003-04 2004-05 2005-06 E
u GDP Industry ™ Services Source: CII ® Agriculture © Industry  Services Source: Statistical Outline of India

Per cent
Bt
us

%L o5




BusmessWeek

sunmmown:cmna,zm m.buslneml:.com

- THE
RISE
OF

And what
itmeans
for the global

economy

BY MANJEET KRIPALANI
AND PETE ENGARDIO (P.42)




According to a Manpower Employment Outlook survey for the first quarter
of 2006, India leads other countries with a positive overall net employment
outlook of +27 per cent.

Disposable incomes have multiplied five times between 1995 and 2005.
This has led to consumption levels increasing three-fold.

Today, India's growing 400 million strong middle class is driving demand,
competition and productivity like never before.

Attractive Investment Destination

A diversified natural resource base, sound economic fundamentals and talented
human resources make India an investment destination with an assured potential
for attractive returns. |5 years of reforms in India have accomplished a lot.

A solid foundation for growth is now in place: the programme of renewal,
backed by successive governments, has increased the country's foreign reserves
to an enviable US$ 143 billion. A growth rates of 10 per cent is within reach.

The amount of foreign direct investment coming into the country has grown
from about US$ 100 million in the early 1990s to about US$ 5.5 billion today.
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* India is one of the fastest growing tourism economies in the world today. i R
It is estimated to grow at 8.8 per cent over the next 10 years.

Foreign Institutional Investment (US$ billion) Comfortable Foreign Exchange Reserves (US$ billion)

12 160
140
120

10.6 143
8.5

7 107

66 100
6 80 7
4 60 51

40
oy 0
||

2002 2003 2004 2005 2002 2003 2004 2005
Source: (MIE Source: CMIE

10




=llhe questionifor/ CEOs the worldloveriistnollonger:
shouldimy company/gortoiindiasbutiratherscanimy;
company atford notitolbeliniindiats

N

Kamal Nath

Minister: ofi Commercel salndustry;ndia)

by ever-increasing consumer demand and abetted
by changing lifestyles.




* By 2014, the travel and tourism economy is expected to generate
US$ 90.4 billion of total demand and nearly 28 million jobs.

Foreign tourist arrivals grew by |13 per cent in 2005 at 3.9 million, up from
3.5 million in the previous year. This was also accompanied by a 20 per cent
increase in foreign exchange earnings from foreign tourists at US$ 5.7 billion
up from US$ 4.8 billion.

India Inc raised a total of US$ 32.14 billion in 2005, up 50 per cent over
the US$ 21.31 billion raised in 2004. At least US$ 17.8 billion (56 per cent)
of the money raised last year was foreign money, according to Bloomberg data.

India now has eight competing carriers and is the world's second-largest
commercial-aircraft market. On-time performance and service levels have risen
dramatically and fares have dropped. Passenger traffic is expected to grow

by 20 per cent annually over the next five years.

In the automotive sector, deregulation-sparked competition has led to rapid
all round growth. Total annual car sales have increased from around 150,000 in
1991 to more than 1,000,000 today, while employment has trebled in the industry.

Extensive reforms have also affected India's capital markets, corporate and

individual tax regimes, and judiciary.

Capital controls have been eased; equity pricing liberalised; and a regulatory
authority (the Securities and Exchange Board of India) created. These measures

have been instrumental in bringing the country's money markets at par with
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those in the developed world. The BSE 500 and Sensex yielded returns
of 34 per cent and 41 per cent, respectively, over '05

Foreign investors can easily move funds in and out of India.

Individual and corporate income taxes have been reduced to levels in line

with those in the rest of Asia.

Judicial reform has empowered citizens, giving them an effective tool to fight,

for example, corruption, human-rights violations, and environmental

degradation.

Spurred by declining interest rates, consumer lending has increased by more
than 30 per cent a year. Residential construction and consumer durables are
seeing healthy growth.

Adoption of the standard VAT rate has, on an average, facilitated a |12 per cent
increase in tax collections for the second quarter of 2005.

The Electricity Act of 2003 aims to provide businesses with uninterrupted,

low-cost power.

These efforts have made India the world's fastest growing free market

democracy and the most attractive democracy for global investors.

2005 Stock Market Performance
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