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In our Aug 2023 monthly letter, ‘Indian Consumption Saga’, I wrote about the 
various facets of consumption. It emphasizes different psychological factors 
involved in a consumer’s decision-making process. Consumption is a moniker used 
for India’s growth; it is the most essential factor due to the 1.4 billion people who 
proudly call themselves Indians.

Lately, I have observed a duality in the consumption story. Before diving into it 
further, let us review the metrics proving consumption is the protagonist.

The data proves that private consumption forms a major part of our GDP. We can 
observe this trend over the years driven by various classes of consumption. Apart 
from the traditional urban and rural stratification, we can classify the population 
based on household income.

Close to 60% of the households live for the age-old Roti, Kapda aur Makaan. 
Recently, it has been noticeable that there is a split in the consumption story in the 
form of ‘Essential vs Premium’ or ‘Discretionary vs Non-Discretionary’.
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Post-1991, the first major shift in consumption occurred when the share of non-food 
spending started to increase in the total household expenditure compared to the 
share of food expenditure. Over the years, the wallet share has decreased to less 
than 50%. Similarly, there is a slight uptick in non-essential expenses.

IPL- Indian Premium League

“India teaches me again and again, that the categories into which
I try to divide things don’t hold up.”

- Dena Moes

After COVID-19, the overall economy faced rising supply-side inflation, and interest 
rates acted as a speed breaker for the consuming class. With the advent of El Nino 
(Extreme Weather Conditions) which began in the early months of 2023, the health 
of the consumer market deteriorated further. All the consumer-facing companies 
have also witnessed this phenomenon.

However, amidst this slowdown, the consumer market has seen robust growth in the 
premium pockets. Consumers are not only spending for the necessities but also for 
the experience and convenience.

Source: Mint

Source: HUL Source: ITC Presentation

As a % of private final consumption expenditure in GDP dataShare (%) of food in monthly per capita expenditure, as
measured by government surveys
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We as consumers have always been different from the global graahak. The 
aspirations we carry within ourselves are reflected in how we spend. Evolution is not 
only in generations but also in aspirations, and the addition to this journey is the 
concept of ‘Premiumisation’.

Consumption preferences have changed, we can attribute it to the young 
aspirational tech-savvy population of our country. An estimate suggests that 2030 
India will have 22.7 crore Millennials (born between 1981-1996) and 37.4 crore Gen 
Z (born between 1997-2010) Population. Millennials and Gen Z will drive the 
consumption. Both these generations are in their spending age, Gen Zs especially 
are trend shapers because they value experiences, love travel, seek work-life 
balance, and have handsome options for financial credit

Businesses that benefit from the consumption theme have also realized the 
potential of this ‘Premium Express’ and are now onboard.

What has changed?

Source: HeroSource: Whirlpool

Source: HUL



NURTURING WEALTH

®

Eksight

It is one of the ways right now to smooth sailing for businesses. We saw at the 
beginning that 40% of the population with higher surplus income forms the majority 
of the consumption economy.

However, we can see that in this premium league too, blue and yellow are winning 
until now but the potential of the bottom teams is yet to unlock.

Premium the only way?

Source: ET Source: Indus Valley Report 2024

Source: Ice 360
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Everyone has realized the shift of power toward the high-end market and has 
planned their product mix accordingly. Even though there is a slowdown in overall 
consumption the sale of premium goods has skyrocketed.

India’s Income Growth



NURTURING WEALTH

®

Eksight

We can understand the same from the below cycle:

Consumption will always be paramount to our growth. However, we must remember 
that it is not the sole parameter. It alone cannot drive the 6-7% annual growth that 
is widely expected of it. Putting the country on a sustainable growth path will be a 
prerequisite for a consumption boom to grow and sustain. It requires collaboration 
between the government and corporates and that will pave the way for the prodigal 
son.

Consumption Conundrum - Neelkanth Mishra

Premiumisation picks up pace for large consumer goods companies

Consumers acquire a taste for premium as the mass market lags

How India's affluent palates are steering the premiumisation revolution

India Inc.'s Premium Play

India's 10 Trillion dollars GDP dream 

Even if there is a (consumption) slowdown the economy is growing, and this 
phenomenon is driven by the capex boom in the economy. A catch here is that 
capex is government-led, and private capex contribution is yet to begin, eventually 
leading to a consumption boom.
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Thank You for Reading! See You Next Month!

Some Interesting Reads 
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https://tessellatum.in/?p=503
https://economictimes.indiatimes.com/industry/cons-products/fmcg/indian-premium-league-premiumisation-picks-up-pace-for-large-consumer-goods-companies/articleshow/108829721.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://economictimes.indiatimes.com/industry/cons-products/fmcg/indias-consumption-landscape-consumers-acquire-a-taste-for-premium-as-mass-market-lags/articleshow/107158165.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
https://hospitality.economictimes.indiatimes.com/news/speaking-heads/how-indias-affluent-palates-are-steering-the-premiumisation-revolution/107446624
https://www.fortuneindia.com/long-reads/india-incs-premium-play/115694
https://youtu.be/hjVama9Id8M?si=IYt4sFJYgxkolVMb
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The information or material (including any attachment(s) hereto) (collectively, 
“Information”) contained herein does not constitute an inducement to buy, sell or 
invest in any securities in any jurisdiction and Ekvity is not soliciting any action 
based upon the information. 

This information is intended to provide general information to Ekvity clients on a 
particular subject and is not an exhaustive treatment of such subject(s). This 
information has been prepared based on information obtained from publicly 
available, accessible resources and Ekvity is under no obligation to update the 
information. Accordingly, no representation or warranty, implied or statutory, is 
made as to the accuracy, completeness or fairness of the contents and opinion 
contained herein. The information can be no assurance that future results or events 
will be consistent with this information. Any decision or action taken by the 
recipient based on this information shall be solely and entirely at the risk of the 
recipient. The distribution of this information in some jurisdictions may be 
restricted and/or prohibited by law, and persons into whose possession this 
information comes should inform themselves about such restriction and/or 
prohibition and observe any such restrictions and/or prohibition. Unauthorized 
disclosure, use, dissemination or copying (either whole or partial) of this 
information, is prohibited. Neither Ekvity nor its founders nor employees shall be 
responsible or liable in any manner, directly or indirectly, for the contents, errors, 
discrepancies, or any decisions or actions taken in reliance on the information. The 
person accessing this information specifically agrees to exempt Ekvity or any of its 
founders and employees from, all responsibility/liability arising from such misuse 
and agrees not to hold Ekvity or any of its founders or employees responsible for 
any such misuse and free and harmless from all losses, costs, damages, expenses 
that may be suffered by the person accessing this information due to any errors.

Certain information contained herein concerning economic/corporate trends and 
performance is based on or derived from independent third-party sources. Ekvity 
believes that the sources from which such information has been obtained are 
reliable; however, it cannot guarantee the accuracy of such information or the 
assumptions on which such information is based.
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