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Introduction
Earlier this year, India’s weight in the MSCI MSCI EM Index - Top markets by market capitalization (%)
’
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1 Source: IMF, April 2024 Outlook
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How has the MSCI India Index changed?

The MSCI India Index has
witnessed an increase in the 140
number of constituents over the
years, reflecting the growing

MSCI India Index Number of Constituents

131

., 120
depth and breadth of India’s
equity market.
Currently, the index comprises 100
over 131 constituents?,
encompassing various sectors 80 073 13 76
and market segments. If we s 67 o5 67 68 1 68 66 i o
include small caps, like in the 58 ° W 62 54 60
MSCI India Investable Market 60 54
Index (IMI), the number goes 48
up substantially to almost 600 40
names”.
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How has the MSCI India Index changed?

In terms of the full and free float market capitalization perspective, we also see a
significant increase, especially from 2019 onwards.

While full market capitalization refers
to total value of a company's shares
(calculated by multiplying the number of

Free Float Market Capitalization shares by the share price), the free float

30,00 market capitalization is a more nuanced
calculation.
2,500 Free float market capitalization is the value

of the company shares that are deemed

E— to be readily available for purchase in
> = the public equity markets. This means
s it will exclude shares held by strategic
2 1,500 shareholders and which may not be trade
8 HEEW
g 1.000 Full market capitalization measures the
= overall size of a market and free float
500 market capitalization measures the capital
that is more readily available for any
0 investor, regardless of their location.
S & & a2 8 5 8 8 3 238 5 &% =2 c &2 228 22 K& S N & Fortheconstruction of its flagship indexes,
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T T T 8 d s ad e aa NN a N A ke MSCI India Index, MSCI uses free float
s A e 5, 2 Full Market Capitalization Free float Market Capitalization market capitalization.
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Increase in Initial ‘ Changes in Foreign Sector and Industry Factor Exposures: Sustainability Increases in Market Conclusion

Increase in Initial Public Offerings

So, what is behind these India IPOs: Overall Market

changes? It comes down to

a combination of regulatory $1,600,000 300
reforms and technological

advancements. $1,400,000 o
India has witnessed a surge $1.200,000 °

in IPO activity. In 2023 a total

Qf 24’! IPOs were launched $1,000,000 1i2 57 200

in India, the highest number Py 154

for more than twenty years in £ $800,000 o 150 9
that market. The momentum < 123 *
in IPO activity has continued $600,000 95

into the current fiscal year, 7 o 68 100
with a number of companies $400,000 5 @ ®

preparing to go public. As of 29 39 ¢ 48 50
March 2024, there have been 57 $200000 o @

IPOs launched in 2024, raising o M - I I 0

apprOleate|y$178 billion USD. 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

B Amount ($M) @ IPOs

Source: World Federation of Exchanges . As of December 31st 2023.
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Changes in Foreign Ownership Limits
In recent years, the Securities and Exchange Board of India (SEBI) has relaxed An increase in the number of publicly quoted companies, coupled with less
foreign ownership limits, which increased the attractiveness of the Indian market to stringent limits to foreign ownership and improvements in market liquidity
international investors. This change was also captured in our indexes. helps explain the increase in the number of constituents of MSCI India Index.

MSCI India Index Constituents: Average Foreign Ownership Limit
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Date: As of February 29th, 2024
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Sector and Industry Shifts

MSCI India’s sector composition has changed

dramatically since its inception, reflecting the changes in Communication
the underlying economy. While in the 1990’s it was heavily se""":S

tilted towards manufacturing and industrial activity, we've et care fl"j/’gy '_;o/ utites _ 3% N

seen an increase in the relative importance of services- Financials 3% ° o 1% 59% 1%

linked sectors. Today, Financials is the largest sector in 4% / [zl eeoe ° ? Financials
the MSCI India Index. I 2% 25%

Industrials

14% Materials
Matecr’ials 8%

MSCI India 40% MSCI India
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Exposures e Exposures
- December 8% - February
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Factor Exposures: Current and Changes Through Time

Compared to MSCI EM Index, Momentum and Low Volatility factor exposures are significantly higher in the MSCI India Index. These positive active exposures have also
been present in recent times.

Factor Exposures MSCI India Active Factor Exposures (vs MSCI EM)
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Sustainability Metrics: Progress But There is More to Do

Compared with the MSCI Emerging Markets Index, the MSCI India Index had a
smaller share of constituents in both leader and laggard categories and a lower
overall MSCI ESG score, 5.2 versus 5.7.

From a sustainability perspective, MSCI India’s overall scores have improved
over time. Looking at the underlying scores, we can see not just a pickup on the
number of companies improving their scores but also that there have been less

downgrades. Comparing MSCI India and MSCI Emerging Markets Indexes on 10 MSCI ESG
An evaluation of MSCI ESG Ratings for constituents of the MSCI India Index Ratings themes showed that MSQ' India Index had higher scores on governance
o . o . themes, such as corporate behavior and corporate governance. Results
revealed that 8% were categorized as leaders (up from 6% five years ago), while : . : e :
5 o were mixed, however, on environmental and social themes: higher on climate
26% were laggards (down from 34% five years ago),[1] as of the end of February . o " :
2024 change, pollution and waste, product liability, stakeholder opposition and social

opportunities, and lower on environmental opportunities and human capital.
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Increases in Market Liquidity and Derivatives Volume

The transformations the Indian stock market has MSCI India Index Futures
witnessed in recent years have led to significant
increases in market liquidity. 1,600

The average daily trading volumes in the Indian stock
market increased by 25% in the past two years, reaching
$135 billion USD as of February 2024°. This has also
been translated in an expansion of derivatives, like
futures and options, targeting the Indian market. The
chart shows the steady growth in futures linked to MSCI 1,000
India Index with a stronger uptick in last 12-18 months.
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Date: As of February 29, 2024.

5 Source: National Stock Exchange of India
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India ETFs: AUM and Number All of these factors have helped to raise the profile of India

in global markets and has led to the growth of India ETFs,
both in terms of number and volume. As of the end of 2023,

100,000 65

36 the combined AUM of ETFs with India exposure reached $92
90,000 33 55 billion USD, representing a 38% increase compared to the
previous year®.
80,000 50
In addition to the increased participation from international
70,000 45 investors, there has also been an increase in the number, and
volume, of retail domestic investors. It is now estimated that
60,000 40 , 1/% of the Indian households invest in the stock market”.
£ 50,000 35 E Domestic demand has been driven by the stock market
< + performance, together with the introduction of new savings
40,000 30 schemes and supported by an innovative and unified digital
12 infrastructure.
30,000 o 15
Both international and domestic interest is expected to
20,000 10 continue in the short to medium term, potentially providing
further momentum. The addition of India to emerging market
10,000 > bond indexes from later on this year, is expect to bring the
0 0 spotlight onto India as an investment destination.
2018 2019 2020 2021 2022 2023

B AuM (SM) B Number ETFs
Date: As of February 29, 2024.

6 Source: ETFGI Database
7 Source: https://www.businesstoday.in/markets/stocks/story/17-of-all-indian-households-invest-in-the-indian-stock-markets-says-nse-ceo-403824-2023-10-30#:.~:text=17%25%200f%20all%20Indian%20households,markets %2 C%20says % 20NSE %20CE0%20%2D%20BusinessToda

@O n


https://www.businesstoday.in/markets/stocks/story/17-of-all-indian-households-invest-in-the-indian-stock-markets-says-nse-ceo-403824-2023-10-30#:~:text=17%25%20of%20all%20Indian%20households,markets%2C%20says%20NSE%20CEO%20%2D%20BusinessToday

MSCI

Contact us

AMERICAS

US +1 888 588 4567
(toll free)

Canada+14166281007

BraZ” .................................................. + 551140407830

MeX|CO .............................................. + 528”2534020

ASIA PACIFIC
|
China North: 10800 852 1032
(toll free)
South: 10800 152 1032
(toll free)
Hong Kong +852 2844 9333
India +91 2267849160
1800818185
(toll free)
South Korea 00798 8521 3392
(toll free)
Singapore 800852 3749
(toll free)
Australia +612 9033 9333
Taiwan 00801127513
(toll free)
Thailand 001800156207 7181
(toll free)

+81 34579 0333

EUROPE, MIDDLE EAST & AFRICA
1
South Africa +27 216730103

+49 69 133859 00

141228179400

1442076182222

+39025849 0415

About MSCI ESG
Research

MSCI ESG Research provides in-depth research,
ratings and analysis of the environmental, social
and governance-related business practices of
thousands of companies worldwide. Our research
is designed to provide critical insights that
investors may use as part of their implementation
of responsible investment objectives and to
identify environmental, social and governance
risks and opportunities that traditional investment
research may overlook.

To learn more, please visit www.msci.com
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