Centre’s fiscal deficit at 8% of FY25(I)BE in Apr-Jun, lower
than 25% of BE in the corresponding period of FY24
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RBI dividend, lower capex enabled lower fiscal deficit in Apr-Jun W

> The centre’s fiscal deficit amounted to Rs.1.4tn, accounting for 8% of FY25(I)BE, lower than 25% of BE in the
corresponding period a year ago. Muted spending on the capital account ahead of general elections and higher-
than-expected dividend transfer from the RBI, which was accounted for in May numbers, resulted in lower fiscal
deficit during April-June. Nonetheless, the fiscal account slipped back into deficit in June from surplus in May.

» During April-June, total receipts were higher (27% of FY25(I)BE) than the corresponding period a year ago (22% of
FY24BE). However, total expenditure was lower (20% of FY25(I)BE), compared to (23% of FY24BE) a year ago, and
fell year-on-year during April-June, due to a decline in capital expenditure. Non-debt capital receipts were muted.

» Revenue expenditure, while slightly higher year-on-year during April-June, amounted to similar level as last year
in terms of percent of budget estimates. Receipts were buoyed by tax collection, particularly direct tax
collection, and the non-tax component due to RBI dividend. As a result, the revenue account remained in surplus
on a year-to-date basis, even as it posted deficit in the month of June. The primary account, which excludes
interest costs, remained in surplus both on a year-to-date and monthly basis in June.
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RBI dividend, direct taxes contributed to higher revenue receipts W

> During April-June, revenue receipts amounted to Rs.8.3tn or 28% of FY25(I)BE, up from 22% of BE during April-
June FY24. Revenue receipts rose on account of higher tax collections and particularly, non-tax revenues that
were buoyed by the RBI dividend. Direct tax collections were boosted by corporate and income taxes, which stood
at 17% and 25% of FY25(I)BE, respectively, up from 15% and 21% of BE during April-June FY24. Indirect tax
collections were at around 22% of BE, similar to the trend during April-June FY24. While income taxes are growing
close to the required run rate to match budget estimates, corporate and also indirect taxes need to gather pace.

> Devolution to states was 18% higher year-on-year in April-June but similar to last year’s level at 23% of BE.

» Non-tax revenues at 70% of FY25()BE stood higher than collections in April-June FY24 at 51% of BE due to
dividends that already surpassed BE. Other components of non-tax revenues, including interest receipts, were
lower as proportion of BE than in the corresponding period of FY24.
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Decline in expenditure due to fall in capex; revenue spending up w

> The 8% year-on-year decline in total expenditure during April-June was driven by decline in capital expenditure.
Capex spending fell 35%YY, amounting to 16% of FY25(I)BE compared to 28% of BE during the corresponding
period a year ago. The decline was across major categories due to muted spending ahead of general elections.

» Revenue expenditure held up amid 2%YY increase during April-June that accounted for 22% of (I)BE for the full
fiscal year, similar to the corresponding period in FY24. However, the trend is in contrast to what was seen
during April-June FY24 when capital expenditure had increased around 60%YY and revenue spending was flat.

> Within revenue expenditure, interest payments and subsidies were on track with last year’s levels, in terms of
share in budget estimates. However, transfer to states and spending on rural development were comparatively
muted, and in fact down year on-year durinq April June
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Mildly lower spending quality due to capex pause during elections W

> During April-June, capital expenditure fell year-on- | Gross GST collection
year due to pause in government spending ahea}d of Rs. thousand crore
general elections. However, revenue expenditure
increased, so that there was a mild weakening in the 240
qguality of expenditure relative to the corresponding 500
period in FY24. This is expected to correct as capex

spending picks up in the remainder of the fiscal 160
year. Also, during April-June, the revenue account

FY23 ~ FY24 mFY25

was in surplus, as receipts exceeded expenditure. 120
» GST revenue remained buoyant in July, with gross 80
collections amounting to Rs.1.82 lakh crore, higher 40
than Rs.1.74 lakh crore in June and up 10.3%YY.
Revenue from domestic transactions amounted to
Rs.1.34 lakh crore, up 8.9%YY, while from imports,
amounted to Rs.0.48 lakh crore, up 14.2%YY.
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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
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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
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