Set for shift to brand

Indians are becoming more and more brand
conscious, and that will be the next big trend

SUNIL SINGHANIA

ndia is on the cusp of a new growth

trajectory and our economy is £x-

pected 10 grow manifold from cur

rent levels. Indian investors can

benefit most if they concentrate on
the two pmerEing trends-—quantum jump
in financial savings and people becoming
brand conscious—that will drive India
i comming yers.

Traditionally, India is a country of
savers, However, that did not result in big
cennomie growth because most of this
savings used 1o go to unproduective phys.
ical assets Lke real estate and gold, The
shift from physical assets o financial
savings has already started apd this
trond is expected to pather pace in come
ing years.

India's crrent GDP is § 2trillion and
our historical average growth rate is in
the range o’ 13%-15% . Now assume that
our nomin:l GDF will grow at a modest
1% im the w0kt 5 vears, So the GDP will
be $2.2 trilion in 2006, $2.4 irilllon in
2017, ete and the total of the next S vears
will be 12 willion, Even il we assume a
maodest 7% savings rate (Indian average
savings ratt is much higher than 20%)
in future, t1e total savings in the next 5

years will be 2.4 trillion

Sinee an ineregsed proportion of this
2.4 rillion savings will be coming to
financial assets, there will be quantum
jump inall sectors related to finance and
companies from there will be the big
gainers. There is large number of sectors
here and the most important among
them are banks, NFBCs, assel manage
ment companies, insurance compan ies;
wealth management companies, other
financial intermediaries, ete. Al of these
sectors are very big in other countries
and there 15 no reasan why they can't be
bige in India.

Indians are slowly getting brand
conselous and the shift from unbranded
products to branded products is the
next big irend, Evervone now wanis o
use branded products—he It soaps,
shirts. watches, shoes and even inner-
wear Paint was just & commod iy dar
lier, now it has already became a strong
branded produoct

How will the shifting to brand and
imcreased consumption help compa
nies from this space? Lel me explain
this with the example of shirts. Of the
L3 erore peaple in India, half of them
are males and if we assume that they
buy one extra shirt per soonam, (Ewill
be 65 crore additional shirts. And at
an average cost of ZB00, this works out
to be more than 250,000 crore in sales.
The current size of India's higgest
shirt brand, Van Heusen, is just 21,200
crore, So if we get our acts together,
the sky is the limit for Indian brands.
Note that the $70 billion Zara hrand is
from Spain, a countey with a popula-
tion of less than 5 crore,

To benefit from the emerging 'shift 1o
brand® theme, investors need to concen-
trate on companies that have their own
brands or are in the process of establish
ing new hrands.
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