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Macro backdrop

ELECTION YEAR
Interim Budget in February 2024

WHAT HAS CHANGED SINCE

Revenues, Rating, wider pool of investors, strong FY24 finish

FINAL BUDGET FOR FY25

Consolidation without expenditure compression
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#1 Underlying macro assumptions

Growth numbers

Nominal GDP and assumptions (% y/y)
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#1 Underlying macro assumptions

Growth numbers Tax buoyancy

Tax buoyancy
I Nominal GDP % yoy

Nominal GDP and assumptions (% y/y)
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#1 Underlying macro assumptions

Growth numbers

Nominal GDP and assumptions (% y/y)
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Tax buoyancy Scale of consolidation

Tax buoyancy
I Nominal GDP % yoy

Centre's fiscal deficit as % of GDP
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#2 Fiscal math - under the hood

Into FY25, there were four key developments

* Revenue cushion: 0.4% of GDP (RBI transfer
plus direct taxes)

* FY24 deficit was 20bp better than estimated
 S&P: Rating outlook upgrade

* Wider pool of investors —JPM Index,
Bloomberg indices
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Key Ratios

FY23 FY24 FY25 FY25
Components Interim BE Final BE
Fiscal deficit 17.38 17.87 16.50 16.10
% of GDP -3.0 -5.9 -5.6 -4.9
Revenue deficit 10.70 8.69 8.40 5.80
% of GDP -3.9 -2.9 -2.8 -1.8
Effective Revenue Deficit 7.63 5.00 5.19 1.89
% of GDP -2.8 -1.7 -1.8 -0.6
Primary deficit 8.09 7.06 6.79 4.50
Others -3.0 -2.3 -2.3 -1.4

Source: Budget documents, DBS

*Effective revenue deficit = Revenue deficit minus grants for creation of capital assets

*Primary deficit = Fiscal deficit minus interest payments (borrowings channeled for

needs apart from interest payments




#2 Fiscal math - under the hood

Capex vs Revenue expenditure (ratio)
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Key spending buckets (INR bn)

Interest
Transport
Defence

Transfer to states
Rural development
Pension

Food subsidy

Tax admin
Fertiliser subsidy
Agri and allied
Home affairs

GST compensation fund

Source: Budget, DBS
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#2 Fiscal math - under the hood
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Centre's revenues as % of GDP

M Net tax revenues
M Non-tax
W Mon-debt capital receipts

2015 2017 2019 2021 2023

Revenues snapshot

Corporation

Borrowings & Tax

Other liabili
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I Customs

revenue
Union  TaX
Goods and Excise
Services Tax Duties

Source: Budget, DBS
Indirect taxes or Direct taxes
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#3 Key announcements

PLI TO ELI
(Employment
Linked
incentives)

* Incentives to
employers
and
employee

« Skilling

* Internship

B’DBS

Social sector
and inclusive
growth

Agriculture,
rural housing,
MSMEs etc.

Separately,
state specific
allocations

Tax changes
Custom duties

Income tax
slab widened,
higher
standard
deduction

Foreign co.s’
corp tax

Financial
vigilance
Capital gains
tax

STT

Property
market — LTCG,
indexation

Medium term
fiscal path

Reaffirmed
FY26 goal

Path thereafter

to lower deficit
and debt

Viksit Bharat

Incremental
goals to reach
2047 goals
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#4 Debt sustainability

Consolidated government debt

% of GDP
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#4 Debt sustainability

Consolidated government debt Nominal GDP growth vs centre plus
% of GDP states debt growth
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Nominal GDP growth vs centre plus Spread between nominal GDP growth and
- states debt growth borrowing costs (10Y yield proxy)
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S&P raised India’s outlook to ‘positive’ in May 2024, paving the way for an upgrade within 24months if pre-requisites are met
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Risks to monitor

B’DBS

2 Weather developments

A
v Commodity prices

Extended period of tight financial conditions
\K‘ Election cycle and outcomes

Reshoring/ Industrial policies — Western
countries
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GENERAL DISCLOSURE / DISCLAIMER (For Macroeconomics, Currencies, Interest Rates)

The information herein is published by DBS Bank Ltd and/or DBS Bank (Hong Kong) Limited (each and/or collectively, the “Company”). It is based on information obtained
from sources believed to be reliable, but the Company does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or
correctness for any particular purpose. Opinions expressed are subject to change without notice. This research is prepared for general circulation. Any recommendation
contained herein does not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. The information herein is
published for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate legal or
financial advice. The Company, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential,
incidental damages or any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent
or otherwise) or further communication thereof, even if the Company or any other person has been advised of the possibility thereof. The information herein is not to be
construed as an offer or a solicitation of an offer to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services.
The Company and its associates, their directors, officers and/or employees may have positions or other interests in, and may effect transactions in securities mentioned
herein and may also perform or seek to perform broking, investment banking and other banking or financial services for these companies. The information herein is not
directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in any locality, state, country, or other jurisdiction (including
but not limited to citizens or residents of the United States of America) where such distribution, publication, availability or use would be contrary to law or regulation. The
information is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction (including but not limited to the United States of America) where such an
offer or solicitation would be contrary to law or regulation.

[#for Distribution in Singapore] This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) which is Exempt Financial Advisers as defined in the
Financial Advisers Act and regulated by the Monetary Authority of Singapore. DBS Bank Ltd may distribute reports produced by its respective foreign entities, affiliates or
other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a
person who is not an Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons
only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 65-6878-8888 for matters arising from, or in connection with the report.

DBS Bank Ltd., 12 Marina Boulevard, Marina Bay Financial Centre Tower 3, Singapore 018982. Tel: 65-6878-8888. Company Registration No. 196800306E.

DBS Bank Ltd., Hong Kong Branch, a company incorporated in Singapore with limited liability. 18th Floor, The Center, 99 Queen’s Road Central, Central, Hong Kong SAR.
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