Central government fiscal deficit narrowed to 5.6% of
GDP in FY24, lower than target of 5.8%
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Central govt. fiscal deficit narrowed to 5.6% of GDP in FY24 |

» Central government fiscal deficit moderated to 5.6% of GDP in FY24 from 6.4% in FY23. The deficit in FY24 was
lower than the budget estimate of 5.9% and the revised budget estimate of 5.8%.

» Both revenue and capital receipts were higher than revised budget estimates, so that total receipts rose 14%YY.
Both revenue and capital expenditure marginally missed revised estimates amid 6% growth in total expenditure.

» Growth in direct taxes at 18%YY was higher than the increase in indirect taxes at 8%. Non-tax revenues grew
41%YY, exceeding revised budget estimate by almost 7%. The increase in non-tax revenues was driven by
buoyancy in dividends and profits that had declined in FY23.

> Devolution to states at Rs.11.3billion exceeded the revised budget estimate and was up 19% year-on-year.

» Though disinvestment receipts exceeded revised estimate of Rs.300billion, receipts were lower than the initial
budget estimate of Rs.610billion and down 28%YY.
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Growth in income tax collection higher than in FY23 W

» Within direct taxes, income taxes grew by a robust 25%YY, higher than 20% growth in FY23. On the other hand,
corporate taxes increased 10%YY in FY24, lower than the growth of 16% in FY23. Within indirect taxes, GST
revenues were up 13% and in line with revised budget estimates but lower than the increase of 22% in FY23.

> Within non-tax revenues, interest receipts exceeded revised budget estimates by over 20%. Dividends and profits
stood at Rs.1.7trillion, surpassing revised budget estimates by slightly over 10%. The 71%YY increase in
dividends and profits was on the back of around 38% decline in FY23.
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Quality of expenditure improved for third straight year in FY24 W

Expenditure growth (Apr-Mar)
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Subsidies fell 22%YY in FY24 after increasing 19% in FY23 | \

» The mild 1%YY increase in revenue expenditure in FY24 was aided by 22% decline in subsidies. The government
had provided for higher fertilizer subsidy in FY23 to absorb the increase in global prices. Transfers to states
under finance commission grants, while exceeding the revised budget estimate for FY24, were down 8%YY.
Spending on rural development declined year-on-year and fell short of revised budget estimates.

> Loans to states for capital expenditure increased 33%YY and exceeded the revised budget estimate by over 16%.
Capital expenditure spending on railways and roads continued to be strong.
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Fiscal deficit at 12.5% of BE; higher than 7.7% of RE in April 2023 m

> Fiscal deficit was at 12.5% of budget estimates (BE) in April versus 7.7% of revised estimates (RE) in the
corresponding month of FY24. Despite year-on-year decline in primary and revenue deficits, both were higher
than April 2023 in terms of their share in budget estimates (revised estimates in case of FY23).

> Revenue receipts grew at a healthy pace amid increases in both revenue and capital expenditure.

> Indirect taxes grew 20%YY, exceeding 15% increase in direct taxes. Devolution to states, slated to increase 10% in
FY25, was up 18%YY in April and at 5.7% of BE.

» Non-tax revenues were buoyant at 6.8% of BE versus 2.9% in April 2023.

> As per BE, capital expenditure is expected to grow 17%YY in FY25 and revenue expenditure by 3%. In April, these
were up 26% and 44%, respectively, both at 8.9% of their budget estimates.

Revenue receipts

Non-debt capital receipts

Revenue expenditure
Capital expenditure
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Income tax collection rose year-on-year; corporate tax revenue fell

> In April 2024, the growth in direct taxes was driven by 21% rise in income tax collections amid 6% decline in
corporate tax revenues. The increase in indirect taxes was supported by strong GST collections and also growth
in customs duty.

> Within non-tax revenues, there were improvements in interest receipts, and dividends and profits. Interest
receipts stood at 10.7% of BE, up from 2.5% of RE in April 2023. Dividends and profits amounted to 2.4% of BE,
compared to 0.1% of RE in April 2023.
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Monthly GST collection breached Rs.2 lakh crore mark in April W

Tax revenue for April 2024

> Non-tax revenues, net of interest receipts, were
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Both revenue and capital expenditure grew year-on-year in April |

> In April, the 39%YY increase in total expenditure was driven by higher spending on both revenue and capital
accounts. The growth in revenue expenditure was due to higher interest payments amid year-on-year decline in
subsidies. Spending on rural development, though low in terms of share in revenue expenditure, surged to 7.5%

of BE, compared to 0.1% of RE in April 2023.
> On the capital expenditure side, spending on railways was down 9%YY and amounted to 11.8% of BE, compared

to 13.7% of RE in April 2023. Spending on defence and roads was higher compared to April 2023.

Revenue receipts
Non-debt capital receipts

Revenue expenditure

Capital expenditure

FD/GDP (%)
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[
Higher rural spending likely to support consumption in FY25 fm

> Revenue expenditure increased 44%YY in April, | Quality of expenditure for the month of April
while capital expenditure was up 26%. Amid strong _
revenue receipts, there was a moderation in % RD-GFD ———RECO (RHS) Ratio
revenue deficit compared to April 2023. However, 100
fiscal deficit rose amid higher growth in 90 18
expenditure, so that the revenue to fiscal deficit 38 16
ratio moderated. 60 }‘2"
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trend of exceeding budget estimates but missing
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revenue expenditure at 4.9% in FY25BE bodes Rs.bn Percent
well for supporting consumption. This also Revenue expenditure on rural development
implies an increase of 9.7%YY in rural spending as ;599 =Share in revenue expenditure (RHS) 6.5
per FY25BE after decline of 8.4% in FY24.
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DISCLAIMER:

We are committed to providing completely independent views to help our clients reach a better decision. This document is provided for assistance only and is not
intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document should be construed as investment or financial advice,
and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred to in this document.
The intent of this document is not in recommendary nature. The recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult its
own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. Trust Group
has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy,
completeness or fairness of the information and opinions contained in this document. The Company reserves the right to make modifications and alternations to this
statement as may be required from time to time without any prior approval. Trust Group, its affiliates, their directors and the employees may from time to time,
effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to
perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities
functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document. This report has been
prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of Trust Group. The views expressed are
those of analyst and the Company may or may not subscribe to all the views expressed therein. Neither the Firm, not its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise
from or in connection with the use of the information. This document is being supplied to you solely for your information and may not be reproduced, redistributed
or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose.
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