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Update on India valuations:
an attractive entry point?

In our previous note, we
outlined the reasons why

we believe India warrants a
premium valuation among
global equity markets.
Since then, India’s relative
valuations have fallen to

an all-time low. Given this
sharp pullback, we want

to articulate why we see a
potentially compelling entry
point for investors.

@7 Embracing

Disruption

First, we view the recent correction
in Indian equities as being largely
driven by policy-induced liquidity
tightening and an unintended
slowdown in government spending.
While policymakers intended to curb
overheating in credit growth, the
resulting impact turned out to be
more pronounced than expected.
This appears to be a self-inflicted
slowdown rather than a sign of
structural weakness.

Encouragingly, there is now a visible
shift in policy focus towards reviving
growth, with active steps being
taken to ease liquidity conditions.
Measures such as interest rate cuts
and tax reductions underscore the
government’s strong commitment
to reigniting economic momentum.

Consequently, we expect a re-
acceleration in economic growth and
corporate earnings over the next
two quarters, with positive spillover
effects well into 2025 and 2026. Even
before this anticipated recovery,
consensus earnings expectations

for Indian equities remained robust,
reflecting the inherent strength of
corporate India.
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Chart 1: EPS Forecasts among Emerging Markets
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From a valuation standpoint, MSCI
India’s price-to-book (P/B) ratio
relative to the MSCI All Country
World Index has fallen nearly

two standard deviations below

its historical average, marking its
lowest level in the past 15 years.?
We think this discount presents an
attractive entry point for long-term
investors. Additionally, if inflation
continues to moderate and the

Reserve Bank of India (RBI) further
eases liquidity and interest rates,
market sentiment is likely to improve,
attracting renewed interest from
global investors.

Given this backdrop, we have been
using the recent market correction as
an opportunity to express conviction
in Indian equities. Historically,
waiting for a clear and sustained

Chart 2: MSCI India relative to MSCI ACWI Price-to-Book (P/B) ratio

recovery in markets has often led

to missed opportunities. Notably,
over 85% of the BSE 500 stocks are
currently trading below their 200-
day moving average, signaling a
broad-based correction. Meanwhile,
relative to India’s own history,
current valuations are below the
10-year long-term average price-to-
earnings (P/E) ratio, reinforcing the
current attractiveness.?
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Chart 3: MSCI India Price-to-Earnings (P/E) ratio
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To capitalize on this market
dislocation, we remain focused

on high-quality stocks that have
undergone significant share price
corrections despite demonstrating
resilient earnings growth.

Our approach is anchored on
maintaining portfolio diversification
while selectively increasing
exposure across sectors. We
continue to find opportunities in
stocks where earnings estimates
have been revised upwards, yet
valuations remain suppressed,

creating asymmetric risk-reward
opportunities. Additionally, even in
sectors that have temporarily fallen
out of favor, such as industrials,

we are identifying promising
sub-segments—particularly in

the power supply chain, where
companies continue to exhibit strong
growth potential. Similarly, within
the consumer discretionary space,
companies that have leveraged
technology to drive disruption

are seeing margin normalization

at higher levels, making them

increasingly attractive from a
valuation standpoint.

Overall, we believe India’s current
valuation reset represents a
potentially opportune moment

for long-term investors who have
been hesitant due to past valuation
concerns. With the structural growth
story intact and a more supportive
policy backdrop unfolding, we see

a strong case for sustained investor
interest in Indian equities.
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The document is for use by qualified Institutional Investors (or Professional/Sophisticated/Qualified Investors as such term may apply in local
jurisdictions).

This document or information contained or incorporated in this document have been prepared for informational purposes only without regard to the
investment objectives, financial situation, or means of any particular person or entity. The details are not to be construed as a recommendation or an
offer or invitation to trade any securities or collective investment schemes nor should any details form the basis of, or be relied upon in connection with,
any contract or commitment on the part of any person to proceed with any transaction.

Any form of publication, duplication, extraction, transmission and passing on of the contents of this document is impermissible and unauthorised. No
account has been taken of any person’s investment objectives, financial situation or particular needs when preparing this content of this document. The
content of this document does not constitute an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, strategy,
investment product or services nor does this constitute investment advice or recommendation.

The views and opinions expressed in this document or information contained or incorporated in this document, which are subject to change without
notice, are those of Allianz Global Investors at the time of publication. While we believe that the information is correct at the date of this material, no
warranty of representation is given to this effect and no responsibility can be accepted by us to any intermediaries or end users for any action taken on
the basis of this information. Some of the information contained herein including any expression of opinion or forecast has been obtained from or is
based on sources believed by us to be reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to
adequacy, accuracy, reliability or completeness of such information. The information is given on the understanding that any person who acts upon it or
otherwise changes his or her position in reliance thereon does so entirely at his or her own risk without liability on our part. There is no guarantee that
any investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability to
invest for a long-term based on their individual risk profile especially during periods of downturn in the market.

Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction,
projection or forecast is not indicative of future performance. Investors should not make any assumptions on the future on the basis of performance
information in this document. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations
and you may not get back the amount originally invested.

Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate,
liquidity and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect
to the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions with
respect to fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are generally
expected to rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions.
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