
Overview of Indian Economy



India is aiming to 
become a USD 5 Trillion-
dollar economy by 2024 
from the current Value 
of USD 2.7 Trillion-dollars
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Services Industry

Textile
Contributes to 2% of 

the GDP

Food Processing
Sixth Largest in the 

world

Chemicals
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Software 
Contributes ~ 6.5% of 

the GDP

Major Sectors Contributing to the Indian GDP
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Comparison of GDP Growth of India and Developing and Emerging 
Economies

Source: World Bank, 2019
RBI, 2019

Ease of Doing Business ranking 

Source: Worlbank
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~1.45B Overall 
population 

$5T GDP ($3,600 per 
capita)

~850M Internet 
users 

$350 B Information 
Technology Sector

20% of the World’s 
Working-Age 
Population

Over 200k km of 
National Highway 

Road Network 

~1.5B Mobile 
Connections 
(Smartphone 

Penetration of over 
60%)

100+ Smart Cities ~$3.5T Consumer 
Market 

~550M Middle Class 
Population  $1 T Digital Economy

Over 175 GW of 
Renewable Energy 

Capacity

➢ Global Innovation Index Ranking of 52  in 

2019 up from 81 in 2015

➢ Marked Improvement in the World Bank’s 

Ease of Doing Business Rankings from 130 in 

2016 to 63 in 2019; India among the top 20 

most improved economies 

➢ UNCTAD’S World Investment Report 2019 

ranks India as one of the world’s top 20 FDI  

destinations

Innovation Ecosystem 

25+ Unicorns

3rd Largest 
Start-up 

Ecosystem 

$26 B of PE/VC 
Funding in 2018

200 + 
Incubators/ 
Accelerators 

India’s Increased Global Competitiveness India in 2025

India- Macroeconomic Profile

Source- American Enterprise Institute, Wall Street Journal, India @75, India Surging Aheafd, Pwc
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Evolving Socioeconomic Profile: Households (in Millions)  

2018

2030

Indian households have a higher savings rate than those in most

developed economies. With ever-increasing access to luxury/essential

goods and services, the savings are likely to sustain the high

consumption rate and also provide a buffer in times of economic

uncertainties.

Domestic Consumption Driving the Economy

Domestic consumption accounts for ~60% of India’s GDP, compared

to ~40% in China.

Young Working-Age Population

With a median age of 27 years, India has the biggest working-age

population the world (that is expected to top 1 billion by 2050),

driving both national income and household consumption.

High Personal Savings Rate in India

India’s economic growth is expected to transform the country from a primarily

bottom-of-the-pyramid economy to a middle-class driven one, with consumer

spending projected to grow to USD ~6 trillion by 2030, and 40% of the population

living in urban areas by 2025.

Source: World Economic Forum, and Various Media Reports

Robust Consumption Outlook
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Bankruptcy 
and Insolvency 

Laws

Digital India
Initiative

Make in India
Initiative

Smart City 
Mission

Banking for All
‘Pradhan Mantri 
Dhan Jan Yojna

Comprehensive 
Tax System

Government Initiatives



Recent Dip and Corrective Action
Economic Misses Economic Fixes

Global Economic 
Slowdown Exports 

Spill over of 
Demonetization

Solvency
Banking Stress-

NPA

Domestic 
Demand 

Poor 
Implementation of 

GST

Working 
Capital

Liberalization of 
FDI Laws

Lowering of 
Corporate Tax

Recapitalization 
of Banks

Streamline GST 
Procedures

Capital 
Inflows  

Industry 
Boost 

Liquidity

Investor 
Confidence 

Source- American Enterprise Institute, Wall Street Journal 
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Headline Corporate Tax Rates With its recent historical tax reform, the Indian Government slashed the
effective Corporate Tax in India by 10 percentage points. At 25.17%, India’s
Corporate Tax Rate is now competitive placed among global as well other
Asian economies.

For new manufacturing companies incorporated after 1st October 2019,
and starting their operations before 31st March 2023, the applicable
effective corporate income tax rate will be even lower at 17.16%.

Domestic companies opting for the new concessional corporate tax rates,
will have to forgo certain exemptions, deductions, allowances (including
additional depreciation). Also, the Minimum Alternative Tax (MAT) will not
apply to these companies.

The effective Minimum Alternative Tax (MAT) rate has also been reduced
from 21.55% to 17.47% for domestic companies not opting for the new
reduced corporate income tax rates.

Source : PWC, KPMG, and Various Media Reports

India’s Tax Rates Now Globally Competitive



Renewed Domestic Growth Boost to Domestic Manufacturing

Increased FDI in Manufacturing

The new concessional tax rates are expected to stimulate renewed
growth in the Indian economy, by increasing the profitability of
Indian companies across industries. With the new headline
corporate income tax rate at 22%, the shareholders of Indian
companies can now receive almost up to 60% of the companies’
profits, after the deduction of the Dividend Distribution Tax and
other statutory taxes.

New manufacturing companies stand to benefit the most from the
new tax reforms with the applicable headline corporate tax rates for
new manufacturers now set at 15%, which is expected to drive up
industrial capex across sectors, and encourage the establishment of
new manufacturing units by Indian businesses during the tax holiday
period from 2019-2023

The new Corporate Tax rates in India should not only uplift domestic market sentiments and generate growth among domestic companies, but
also put India in a competitive position as an attractive investment jurisdiction for making foreign investments in Asia.

When viewed in conjunction with India’s low-cost and diverse talent pool, the country’s steep rise in Doing Business rankings, the expansive and
growing domestic consumer market, and the current global trade dynamics, the recent tax reform does present a strong case for India as an
alternative to some of the leading as well as emerging manufacturing countries in Asia such as China, Taiwan, Vietnam, and Thailand..

Impact of Tax Reforms
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