Centre’s fiscal deficit at 17% of FY25BE in Apr-Jul, lower
than 34% of BE in the corresponding period of FY24
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Higher receipts, lower spend kept fiscal deficit in check in Apr-Jul ”

> During April-July, the center’s fiscal deficit amounted to Rs. 2.8tn, accounting for 17% of FY25BE, lower than the
deficit in the corresponding period a year ago at 34% of BE. During this period, total receipts were up 32%YY,
compared to the decline of 1% during the corresponding period a year ago. As a result, fiscal year-to-date (YTD)
total receipts were higher (32% of FY25BE) than in April-July FY24 (29% of FY24BE). Due to the poll-induced
slowdown in spending, total expenditure remained in contraction at (-)6%YY during April-July, compared to 23%
increase in the same period in FY24. Total YTD spending remained lower (27% of FY25BE) during the first four
months, compared to (31% of FY24BE) a year ago. Non-debt capital receipts were muted and lower year-on-year.

» The revenue account had posted surplus in the first three months of the fiscal YTD, due to the tailwind from
strong dividend receipts from RBI and other public institutions that was accounted for in May data. However, the
revenue account slipped into deficit during April-July, as the increase in revenue receipts was more than offset by
the increase in revenue expenditure, even as revenue spending was lower year-on-year during this period.

» The primary account, which excludes interest costs, remained in surplus on a year-to-date basis but shifted to
deficit in the month ofJuIy
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Tailwind to non-tax revenues from high dividend slowly fading W

» During April-July, revenue receipts amounted to Rs.10.2tn or 33% of FY25BE, up from 29% of BE during April-july
FY24. This marked an increase of 34%YY, compared to 1% a year ago.

» Revenue receipts rose on account of higher net tax revenue at 28% of FY25BE, up from 25% of FY24BE in April-July
FY24. During April-July FY25, both gross tax revenues and transfer to states were at similar levels compared to
the corresponding period a year ago, in terms of proportion of budget estimates. However, the increase in
devolution to states was lower at 18%YY (versus 54% in April-July FY24), while growth in gross tax revenues was
relatively strong at 21% (versus 3% in April-July FY24).

» During April-July FY25, non-tax revenues amounted to 55% of FY25BE, lower than 59% in the same period a year
ago, as the tailwind from high dividend receipts that was accounted for in May data seems to be fading. The
performance of other components of non-tax revenues such as interest receipts also seems to be lagging.
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Both direct and indirect tax collections were buoyant in Apr-Jul |

» During April-July, revenue receipts rose on account of higher net tax revenue at 28% of FY25BE, up from 25% of
FY24BE in the corresponding period a year ago. In terms of year-on-year change, net tax revenues were up 23%YY
versus 13% decline during April-July FY24. Net tax revenues were lower in this period a year ago due to higher
devolution to states (up 54%YY) amid relatively muted increase in gross tax revenues (3%YY).

» During April-July FY25, direct tax collections stood at 27% of BE, higher than 24% of BE in April-July FY24. Direct
tax collections grew 36%YY vis-a-vis 2% contraction in the same period a year ago. Income tax collections were
robust, up 53%YY (33% of FY25BE) versus 6% in April-July FY24 (29% of FY24BE). Corporate tax collections were up
5%YY (18% of FY25BE), compared to the decline of 10% in the same period of FY24 (19% of BE).

> During April-July FY25, growth in indirect tax collections was stable at 7%YY versus 8% a year ago (30% of BE in
both years). The increase in GST tax collections at around 10%YY was unchanged from the corresponding period a
year ago at 10%YY 32% of BE in both years). However, the increase in customs duty collections was lower at 4%
compared to 27% in April-July FY24 (28% of BE in both years). Excise duty collections were up 1%YY (24% of
FY25BE) versus 11% decline a year ago (22% of FY24BE).
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Election-induced pause remained a drag on expenditure W

> During April-July FY25, both revenue and capital expenditure contracted year-on-year, reflecting the lingering
impact of slowdown in spending due to the model code of conduct ahead of the general elections.

> Revenue spending fell 2%YY in April-July 2025 (28% of FY25BE) despite a sharper year-on-year rise in interest
payments that account for around 30% of revenue expenditure. Interest payments increased 9%YY, up from 6% in
April-July FY24. However, these amounted to 28% of BE in both the fiscal years. Other major categories of
revenue spending including subsidies, transfers to States, and spending on rural development remained in
contraction in April-July FY25. In April-July FY24, revex had increased 16%YY that amounted to 30% of FY24BE.

> Capital expenditure contracted 18%YY in April-July versus 52%YY growth in the same period of FY24, accounting
for 24% of FY25BE versus 32% of FY24BE. Spending slumped across key categories of defence, railways, roads
and highways, and loans to States for capex. However, in the month of July on a standalone basis, there was a

pick up in capital expenditure reflected in more than 100%YY increase in spending
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States’ capex fell in Apr-Jun; grants from the Centre declined W

» Data for 20 states till the month of June shows that capital expenditure fell 22%YY during April-June FY25
compared to around 70% increase in the same period of FY24. The year-on-year growth in revenue spending
eased but remained positive at 6.7% versus 8.9% in April-June FY24.

» The moderation in growth of revenue receipts was sharp at 2.3%YY from 18.4% in the same period a year ago.
Tax revenues increased at a slower pace amid deceleration in growth of states’ goods and services tax (SGST)
and excise duties, even as sales tax/VAT improved over a year ago. The growth in non-tax revenues following
contraction in April-June FY24 was supported by low base effect. The slump in grants from the Centre was
sharp at 66%YY compared to double-digit growth in the corresponding period of the previous two fiscal years.

» Gross transfers to states are slated to increase as per FY25BE due to higher tax devolution, special assistance
for capital spending and transfers under centrally sponsored schemes. However, finance commission grants
are budgeted to decrease, owing to lower post devolution revenue deficit grants. The provision of 1.5 lakh
crore long-term interest-free loans for FY25 is expected to assist states in boosting their capital expenditure.

Growth in receipts in expenditure of 20 states (Apr-Jun) Components of states’ revenue receipts (Apr-jun)

%YY mFY23 ®mFY24 ®mFY25 %YY
80 60

0 ] m
I z -
0 = <0

-40
-20 . .

-60

-40 -80

Revenue receipts Revenue Capital Tax revenues Non-tax revenues Grants
expenditure expenditure

TRUST | Private and Confidential 6

mFY23 mFY24 ®mFY25



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.

Copyright in this document vests exclusively with
Trust Group.

Trust Group
1101, Naman Centre, Bandra Kurla Complex, Bandra (E), Mumbai -400 051, Maharashtra.
Ph: +91 22 4084 5000 e Fax: +91 22 4084 5052 ¢ www.trustgroup.co.in

e and Confidential



