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Dear Reader,
Global economy

The global economy is expected to experience a growth rate of 3% in the year 2023, against an average growth of 3.8% between 2000 and 2019. While inflation has
shown signs of moderation, it remains above the target inflation rate. This, coupled with tight financial conditions, geopolitical challenges, and a decline in trade,
contributes to the complexity of the global economic landscape in 2023.
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Second straight quarter of strong growth - 7.6% growth in Q2 of FY24

The Indian economy experienced a robust growth rate of 7.6% in Q2 of FY24, surpassing expectations. This growth was primarily driven by increased government
capital spending, sustained domestic demand, a thriving manufacturing sector, expansion in construction (due to infrastructure and real estate investments), and an

overall positive economic sentiment.
Increased government spending on the back of tax buoyancy

The central government's capital spending has increased by 33% in this financial year until October. This increase in spending is supported by strong growth in tax
collections, specifically income taxes (up 23%) and GST (up 13%). The overall GDP inflator in the first half of FY24 is only 0.9%. Based on current estimates, it is
expected that the government will meet its fiscal deficit targets. State governments are also experiencing positive growth in tax collections and revenue, as well as

capital expenditure.
Manufacturing and construction sectors grew at a furious pace

Manufacturing sector has grown at 13.9% in Q2 of FY24, with manufacturing PMI continuing to be well above 50. Important sectors such as steel, cement and
passenger cars have all recorded double-digit growth in the current financial year. Generation of e-way bills grew at 17% in October 2023, pointing to enhanced

movement of goods and economic activity.

Infrastructure and real estate sector is thriving, evident in the growth of IIP for Infra, cement and steel consumption, as well as the government’'s emphasis on
prioritizing spending for infrastructure development in the country. Construction sector grew at 13.3% in Q2 of FY24.

Overall demand continues to be strong, though some indicators point to muted rural demand
Buoyant automobile sales, growth in passenger traffic and 18% to 20% growth in household credit all reflect the continuing domestic demand.

Rural demand is also increasing as reflected in growth in fertilizer and two-wheeler sales. However, tractor sales declined in November 2023 and there has been a
continuing increase in people demanding work under MNREGA from June 2023 onwards.
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Weakness in the global economy has put pressure on the external sector and some private investment indicators suggest caution

In the current financial year till October, exports of non-oil merchandise have declined 4.5% vis-a-vis the previous year. Growth in service exports till October in FY24
has moderated to 6.7% from over 30% in the same period in FY23. Reports of slowdown in hiring of IT professionals points to caution.

FDI inflows have declined in the current financial year. VC and PE investments and credit growth from banks to the manufacturing sector are at the same levels as in
the previous year.

Stable macro-economics

Consumer inflation has moderated to 4.9% in October 2023, though still above the RBI target of 4%. WPI continues to be in the negative territory. Yields on
government securities have been stable. Downside risk to inflation continues to be food prices and any unexpected geo-political developments. There may be a need to
address supply side issues in agriculture to address consumer inflation and avoid subjecting the entire economy to high interest rates to combat consumer inflation.

The Rupee has been largely stable vis-a-vis the dollar and foreign exchange reserves are at comfortable levels.

Digitization and decarbonization investment trends

Digitization and decarbonization both continue to show progress in India.

In October 2023, the share of renewable energy (RE) in overall generation was lower than in October
2022 despite the growth in absolute RE generation due to the increased use of thermal power to meet
the growing consumption. This underscores the challenge of decarbonizing the power sector in India
given the surging demand (also driven by electrification of the economy), the need for energy security
and variability in generation from renewables.

Pankaj Dhandharia
Partner & Markets Leader
EY India

Outlook

The Indian economy has several positive factors, such as stable macro-economics, optimism and
increasing domestic demand. Additionally, the healthy balance sheets of banks and corporates,
supply chain normalization, business confidence and robust government capital expenditure are

Rajnish Gupta

favorable for a renewal of the capex cycle. However, it is important for the private capex cycle to Eortoar
dccelenate: Tax and Economic Policy Group
EY India

After publication of the numbers of the first half of FY24, RBI has revised the growth target for the
Indian economy from 6.5% to 7% for FY24. We remain optimistic.
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World Economic Outlook (IMF, October 2023) Global economic

. . . outlook
India continues to be the fastest growing economy
World Economic Outlook Projections (%) India’'s GDP forecast for 2023-24 (%)
Estimates Projections
. Economic Goldman
Region/country/market 2022 2023 2024 Survey CRISIL Fitch Sachs S&P Moody RBI
World 3.5 3.0 2.9 7.0
@ Advanced economies 2.6 1.5 1.4 6.7
a us 2.1 2.1 1.5
€ 6.3
e Euro Area 3.3 0.7 1.2
5 Japan 1.0 2.0 1.0 6.0 6.0 6.0
£ Emerging markets/ developing economies 4.1 4.0 4.0
China 3.0 5.0 4.2
India 7.2 6.3 6.3 . o . . N ™ .
N (N N (N o [\ (N
Brazil 2.9 3.1 1.5 S T ) ) ) 3 o
) = wn wn wn b o
Russia 2.1 2.2 1.1

Note: For India, data and forecasts are presented on a fiscal year basis, with FY 2022/23 (starting in April 2022); FY 2023/24 starting in April 2023
» Global growth forecast of ~ 3% is significantly lower than the average of 3.8% between 2000 and 2019. Global inflation is forecasted to decline from 8.7% in
2022 10 6.9% in 2023 and 5.8% in 2024, aided by the tightening of the interest rates and lower international commodity prices.

» US continues to grow steadily and recorded a 5.2% growth in Q3 of 2023, despite high interest rates. However, there is no consensus between soft and hard
landing. Growth in China has slowed down, reflecting the property sector crisis. Growth in the Euro area has slowed down.

» Outlook for the Indian economy continues to be positive, with most agencies projecting economic growth to range from 6 to 7% in FY 23-24. The 7.6%
growth in Q3 of FY 2024 was higher than the projections of the RBI.

» Tight financial conditions, limited fiscal space with governments and geo-political issues/ incidents are the downside risks to the global economic outlook.

Source: World Economic Outlook, October 2023, IMF, Various agencies EY



Economic indicators for major economies e A TS

Consumer inflation rate (%) Central bank policy rate (%) . Key findings
12.% 16
10.% 1‘2‘ » Consumer inflation has reduced in all
8.% 6. 8% 10 economies.
6.% 9Y% 8 596.5 » While the inflation in advanced
4.% 6 economies has come down, it
4 continues to be higher than the 2%
1INl : Ml
& 0.% - 0 " o . i
£ ) © > 8 T 8§ @9 3 5 £ T2 @ 2 = © % « © @ © © o c » Central bank rates are higher than
S 2 E T 5§ Z B 5 2 & & = © 2 - = = 5 = ke = the levels a year ago. Nonetheless,
tu S © 8 i - g e @ © o i © e - central banks have decided to refrain
© o E - a3 > from increasing their policy rates
2 n oct-22 mOctSs n after July due to easing inflation.
Oct-23  mOct- m Oct- . , . X . X X X
Nov-23 ~NNov-22 M Nov-23 » In line with the increase in policy
rates, yields on government
Currency performance vis-a-vis USD Yields on G-Secs (10 years) securities have increased during the
(last 12 months) year. However, they are below the
14% peaks e.qg., the US peaked in
10% 12% October, UK peaked in August.
0, 0
g;’ - B I N | lg;’ 7.2%7.3% » Announcement of a slower pace of
) I I | = longer dated issuances in the US
'SAI _2 S(y 6/0 . .
10% =20 4% suggests that fiscal risks have
o -7.5% iaher-for- e
-15% 0 29 I II II II ll ll overta.ken hlgher. for-longer risks in
20% 0% —- elevating bond yields.
— = © (72] X © @ (O] > [ .
E 2 § 2 -r.“g % N8 % g 5 B e > > S 2 o c ] » Dollar continues to be strong. '
s 5§ & £ £ 7z & g2 £ ¢©C @ = S < 2 E 8 Strengthening of the Euro reflects its
E o £ < g b © % 8 recovery after the depreciation
3 3 witnessed in its value post the
< conflict in Europe.
Nov-23 mNov-22 mNov-23 Nov-23 mNov-22 mNov-23

Source: FT, Google Finance, Bloomberg, Trading Economics, Bank for International Settlements
Currency performance:, Central bank policy rate, Yields on G-Secs as of 30 November 2023
Inflation as percentage annual change as of October 2023; Japan and Canada as of September 2023 EY



PMIs point toward confidence in the Indian economy Global economies

Services PMI Jan-23 Jul-23 Oct-23 @ Key findings

Manufacturing PMI Jan-23 Jul-23 Oct-23

India 55.4 57.7 55.5 India 57.2 62.3 58.4 » For both services and
manufacturing sector, outlook in

India continues to be optimistic.

United States 46.9 49 50 Japan 52.3 53.8 51.6
» For manufacturing, PMI is over 50
g  SouthKorea 485 494 498 Brazil 50.7 50.2 51 However, it has deciined over the
% . last 3 months.
E Vietnam 47.4 48.7 49.6 United States 46.8 52.3 50.6 - o
S » Similarly, the PMI for services is
S . . high at 58.4, but lower than that in
5 China 49.2 49.2 49.5 China 52.9 54.1 50.4 o
= » Manufacturing PMI, in practically all
Japan ke e sl UK 48.7 51.5 49.5 major economies, is below the 50
. levels and weakness in demand
Brazil 47.5 47.8 48.6 Germany 50.7 52.3 48.2 conditions.
PMI for manufacturing in the US
Canada 51 49.6 48.6 Australia 48.6 47.9 47.9 " has been stable becaL?se of
. consecutive expansion due to
Australia 50 49.6 48.2 France 49 .4 47.1 45.2 improving demand conditions.
. » PMI for services, though over 50 in
Thailand 54.5 50.7 47.5 some major economies, has
declined in most economies.
UK 47 45.3 44.8
France 50.5 45.1 42.8
Germany 47.3 38.8 40.8

Note: The Purchasing Managers'Index (PMI) as a leading indicator helps gauge the economic trend through key

variables of business activity such as output, new orders, production, input prices, hiring activity etc.

A reading above 50 indicating an overall increase/ expansion compared to the previous month, and below 50 an overall decrease/ contraction.

Source: World Economic Outlook 2022; S&P IHS Markit, Trading Economics, Secondary research, As of November 2023 EY
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India Economic Pulse

Indian economic growth stays resilient

Quarterly estimates of expenditure on real GDP growth (%) Annual GDP growth (%)

16.7 7.2
15.4
12.4 6 11.0 12.2
8.3 3.1 7.4 I I 4.3
. [ | . |
Fyz1 FY22 FY23

-4.1 (2nd (1st RE) (PE)

PFCE GFCE GFCF Exports Imports

BQ2FY22 mQ2FY23 mQ2FY24
PFCE: Private Final Consumption Expenditure; GFCE: Government Final Consumption Expenditure; GFCF: Gross Fixed Capital Formation;

Half yearly estimates of expenditure on real GDP growth (%) Half yearly GDP growth (%)

34.6
13.
14.7 7.7
I 2 I I |

-0.2 -0.9 H1FY22 H1FY23 H1FY24
PFCE GFCE GFCF Exports Imports

EH1FY22 mH1FY23 mH1FY24

Note: High growth in FY22 is reflective of high base effect due to COVID impact in previous year
Source: MOSPI

Economic outlook

@ Key findings

The real Q2 FY24 GDP grew at 7.6%
against the RBI estimate of 6.5%.

The buoyant 1HFY24 growth is led
by a capital expenditure of the
government. The union
government's capital expenditure
has shown a growth of 43.1% during
1HFY24 and of 33.7% during the
first seven months.

Capital formation, an indicator of
investment, grew to 11% y-o-y in Q2
FY24 from 8% in Q1 FY24.

Government spending in Q2 FY24
rose to 12.4% y-o-y compared to a
0.7% contraction in Q1 FY24.

Real private consumption growth
was low at 3.1% y-o-y in Q2 FY24.
However, on a nominal basis, it grew
8.3% against overall nominal GDP
growth of 9.1% in Q2 FY24. The
share of nominal private
consumption in the nominal GDP in
H1 FY24, which stands at 61.5%, is
comparable to that of H1 FY23.

The external sector remains weak.
The contribution of net exports to
growth has remained negative at
(-)4.1% points in 1HFY24.

EY
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Performance of the major sectors of the economy

Quarterly real gross value added (GVA) growth (%): major sectors

8.3 7.4
5.4
s

Overall GVA

Half yearly real gross value added (GVA) growth (%): major sectors

12.8

8.6
T

Overall GVA

10.1

14.5
10.0
2.5
| |- o
0.1

-3.8
Agriculture, Mining and Manufacturing Electricity, gas,
forestry and quarrying etc.
fishing

22.7
16.4
7.6 11.0 10. 3
2.4

2.7 2.4 >

I
I . . .
Agriculture, Mining and Manufacturing  Electricity, gas,
forestry and quarrying etc.

fishing

Note: High growth in FY22 is reflective of high base effect due to COVID impact in previous year

Source: MOSPI

19.4
13.3

8.1 -
5.7 4.3

61 5670
sl s lll nl

Trade, hotels, Financial, real Public
etc. estate and administration,
professional defense and
services other services

mQ2FY22 ®mQ2FY23 mQ2FY24

Construction

20.1

10. 710 5 13.2

12.6
9.0 7.7

6.6 4 7.8l II

B =B [

Construction Trade, hotels, Financial, real Public
etc. estate and administration,
professional defense and
services other services

BHI1FY22 ®mHI1FY23 ®mHIFY24

Economic outlook

@ Key findings

» On the output side, manufacturing
has recovered to show a growth
of 13.9%in 2QFY24, a nine-
guarter high. The sector had
recorded a decline of 3.8% in the
same quarter of FY 2023. Factors
such as a robust performance of
[IP and PMI manufacturing and
sharp growth in steel, cement and
automobile sectors corroborate
this.

» Construction sector has
outperformed the rest of the
economy on the back of
infrastructure spend by the
Government and buoyant real
estate sector.

» However, agriculture and some
services in the services sector
have slowed down. Monthly
demand for work under MNREGA
has been higher in the last few
months over the previous year.
Uneven movement of the
monsoon could be responsible for
the slowdown in the farm sector.

EY



Trends in union government'’s indirect tax collections Public finance

GST Collections (Union + States) (INR ‘000 crores) . Key findings
N~
00 @ - 1) ) N
O s o0 A © o~ © o 0 o Q
< 37 S <2 o3~ N;_fr,ﬂ :32 nRaT 8T 039 Hg@ﬂ oD x%ﬁ » GST revenues for the month of
- 3 S S 00 o R=is 8o iy i on o™ Oct 2023, the second highest
— —i . .
Y o =% 00 o o ever, are 13% higher than that in
> the same month last year.
[ | I » During the period April to
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Mar (Prov) October FY24, GST revenues

have grown 11.2% vis-a-vis the
same period in FY23. This is

Customs (INR ‘000 crores) Union excise duty (INR ‘000 crores) against a nominal GDP growth of

E2019-20 m2020-21 m2021-22 m2022-23 m2023-24

India Economic Pulse

< ~ @ ~ © N 8.6% in H1 of FY24.
— ~ M ™ 0L N~ ™ <r ™ o . .
- < :q- N N ™~ "N 0 D¢ < @6 £ Qp° » Customs duty collections during
I~ - ‘ S SN Ne” A Aot AN |I April-Oct FY24 increased
Lin I®||| |.||| ﬁll ulll |°°I|| || Ll o ot ot | A A T A I |||| |||| il marginally by 0.8% as against
the same period in FY23.
April May June July Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Imports have declined, but
(Prov) (Prov) customs duty collection
m2019-20 m2020-21 ®m2021-22 m2022-23 ®m2023-24 E2019-20 m2020-21 m2021-22 m2022-23 m2023-24 remained stable due to inflation.
» On the other hand, union excise
GST (Union +States) Customs duty Union Excise Duty duty declined by 9.6% during
(INR ‘000 crores) (INR ‘000 crores) (INR '000 crores) April-Oct 2023 as against the
(Aprroch (Apr-Oct) (Apr-Oct) Cut in oxcise (and cess rates on
112 12 124
514 auto fuels in May-2022 is seen
359 I I 6 I I I 114 161 166 150 as the main reason for the
decline in excise revenue since
m H . H B decin
FY20 FY21  FY22 FY23 FY24 FY20 FY21 FY22 FY23 FY24 FY20 FY21 FY22 FY23 FY24

Source: Controller General of Accounts; GST Council/ PIB EY
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Trends in the union government’s direct tax collections

Net corporate tax collection (INR ‘000 crores)

eV}
N o
SH
00<]‘v—| H
ol
[\ (D
n
N 2 ® N[ N~
- N q @
(\lm — eV}
1 |||| . Sl S
l 1 I i ann
= | .n 0 ll |.|. il -.l- ] . .
April May June Juw Aug Sep Oct Nov Dec Jan Feb

m2019-20 m2020-21 m2021-22 m2022-23

Net personal tax collection (INR ‘000 crores)

™
—
S o Eig;
) ®
ey 3 o
3 ~ ™ ™
Qe Q o NGl o =0
To) o
l\ L N~ m<r n
N —M
I I I II [ I I II I
li |.I| |I |I| |I|| 1| |||| ||
April May June July Sep Oct

m2019-20 m2020-21 m2021-22 m2022-23

Source: Controller General of Accounts,

184

138

N
o|
H‘

Mar
(Prov)

m2023-24

Mar
(Prov)

m2023-24

Corporation tax (CIT)
(INR ‘000 crores)
(Apr - Oct)

411
331
273
I 3 I
FY20 FY21 FY22 FY23

Personal tax (PIT)
(INR ‘000 crores)
(Apr-Oct)

398
311
244
I203I

FY20 FY21 FY22 FY23

482

Fya4

521

Fyz24

Public finance

@ Key findings

The total direct tax collections
witnessed a sharp increase of 24%
during the first seven months of this
fiscal year. Nominal GDP has grown
8.6% in H1 of FY24.

CIT reqgistered a growth of 17.4% on
account of healthy advance tax
inflows.

Increase in direct tax collections is
majorly attributed to surplus growth
in personal tax collections of 31.1%
in the period April-Oct for FY24 vis-
a-vis the same period in FY23.

The growing direct tax collection
displays success in the government's
efforts on enforcement and the use
of technology in the tax collection
process.

The Gross Tax Revenue (GTR)
experienced a mere 14% growth in
the April-October period of FY24
compared to the corresponding
period in FY23, influenced by a drop
in excise duty collections and
stagnant customs duty collection.

EY
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Fiscal performance

10

Particulars

Tax revenues (net
of states' share)

Non-tax revenues

Revenue receipts
(1+2)

Other receipts

Total non-debt
receipts (3+4)

Revenue
expenditure other
than interest

Interest
Capital expenditure

Total expenditure
(6+7+8)

Fiscal Deficit (9-5)

Budget

estimate (BE)

(2023-24)

(INR crores)

23,30,631

3,01,650

26,32,281

84,000

27,16,281

24,22,753

10,79,971
10,00,373

45,03,097

17,86,816

Actuals

(April 2023 -Oct

2023)
(INR crores)

13,01,957

2,65,765

15,67,722

22,990

15,90,712

13,02,402

5,45,086
5,46,924

23,94,412

8,03,700

Source: Budget 2023-24, 2022-23, 2021-22, Controller General of Accounts,

Actuals

(April 2022 -

Oct 2022)
(INR crores)

11,71,103

1,78,779

13,49,882

35,692

13,85,574

12,53,525

4,81,172
4,09,014

21,43,711

7,58,137

Actuals as %

of BEFY 24
(April -Oct)

55.9%

88.1%

59.6%

27.4%

58.6%

53.7%

50.5%
54.7%

53.2%

45%

Actuals as %

of BEFY 23
(April -Oct)

60.5%

66.3%

61.2%

45.0%

60.7%

55.6%

51.2%
54.6%

54.3%

45.6%

Average
Actuals as % of
BE(April -Oct)
(FY19 -FY23)

50.0%

61.1%

51.6%

21.2%

49.2%

59.6%

48.5%
53.3%

56.1%

81.6%

Public finance

@ Key findings

» The Government of India's fiscal

deficit rose to INR 8 lakh crore or

45.0% of the FY2024 BE in Apr -Oct

FY24 from INR 7.6 lakh crore in

Apr - Oct FY23.

In the Union Budget presented this

year, government projected to

bring down the fiscal deficit to 5.9%

of the gross domestic product

(GDP) in the current FY24.

In spite of the likelihood of nominal

GDP growth being close to 9 to

9.5% for FY24, below the FY24

Budget expectation of 10.5%, the

higher direct tax buoyancy would

make up for any shortfall due to this
lower nominal growth. Hence, the
government may achieve its Fiscal

Deficit target.

During Apr-Oct FY24 vis-a-vis same

period last year:

» Net tax revenues rose by 11.2%,
Non-Tax revenues expanded by
48.7% on account of receipt of
the RBI dividend.

» There has been a 6.5% growth in
revenue expenditure, and a
significant 33.7% Y-o-Y
expansion in capex

EY



States' tax revenues rise steadily Public finance

Tax revenue and expenditure for major states for the period (April'23 - Sep'23) . Key findings
Tax revenue (INR ‘000 crores) Revenue expenditure (INR ‘000 crores) 2% » Overall, in the eleven selected
17 . m 9T states for which the latest data
CH 21 28 33 92 8~ 0 - g is available, tax revenues for
op L, 151 o é r FY24 (Apr-Sep) have increased
. N S 64 o :; 3 ':r by 14.2% vis-a-vis the same
8 *49 95 period in FY23.
b . .
g e 73 I II|| “ Iﬂ “I || I III| e T ek, revenue
2 KL 2 44 and capital expenditure by
S AP MP OD TS KL N uP :
8 TS states saw a rise of 12.8% and
§ oD Capital expenditure (INR ‘000 crores) N 62.7%, respectively, vis-a-vis the
- mﬂ‘ same period last year.
MP N » This reflects that state
HR I~ - °£, X governments are also focusing
A '\I II ml I I I 1' on increasing capi
AP mFY 21 mFY 22 I“ I“I _lll I 11 W11 Illl IIlI |II -lll expenc!lture{.
25 23 2y 24 AP KA MP  OD TS KL UP » At the individual state level,
Uttar Pradesh witnessed the
) highest increase in tax revenues
Tax revenue Revenue expenditure Capital expenditure (buoyed by robust GST tax
(INR '000 crores) (INR '000 crores) (INR '000 crores) 185 collections and excise duty
collections). The state's revenue
bas 1,071 122 113 expenditure in FYZfl (Apr-Sep)
417 l 738 834 . 67 l l has also been the highest.
Fy21 FY22 FY23 FY24 Fy21 FY22 FY23 FY24 Fy21 FY22 FY23 FY24

CH: Chhattisgarh; : AP: Andhra Pradesh; HR: Haryana; KA: Karnataka; KL: Kerala; MP: Madhya Pradesh; OR: Odisha; RJ: Rajasthan; TN: Tamil Nadu; TS: Telangana;
UP: Uttar Pradesh; Source: Controller and Auditor General; State Accounts EY
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Foreign trade trends

Non- oil merchandise exports (in US$ billion)

40

20 -+25.4 24.8
22.7

10

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2020 2021 2022 2023

Service exports (in USS billion)
0 29 31.1

30 {28.0 6.0
19.

10 174 18.7

0
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

e 2020 em—2021 2022 2023

Non-Oil Merchandise
Exports (Apr-Oct) USSb

Non-Oil Merchandise
Imports (Apr-Oct) USSb

200 246
B I I I & I I
FY21 FY22 FY23 FY24 FY21 FY22 FY23 FY24

Source: RBI Monthly Bulletin and Data Releases

Non- oil merchandise imports (in US$ billion)

80

60 1 402 g ar 43.8
40 |3 —_—e —__AL19

20 { 281~ —— 33.3

0 32.6

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
— 2020 2021 2022 2023

Service imports (in US$ billion)

20 14.2 14 15.8
15 e oS e T
— 149
10 113t -
12.0 11.5
9.9
0

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2020 ——2021 2022 2023

Services Imports
(Apr-Oct) USSh

Services Exports
(Apr-Oct) USSb

104 102

78
118 » I I ﬁ . I I
FY21 FY22 FY23 FY24 FY21 FY22 FY23 FY24

Foreign trade and
external sector

@ Key findings

India’s non-oil merchandise
exports have declined 4.5% in the
current financial year till October.
However, after several months of
decline, monthly non-merchandise
exports in August and October
were higher vis-a-vis the
corresponding months in FY23.
Services' exports have grown 6.7%
in FY 24 till October. However, the
growth is significantly lower than
in previous years. In October
2023, they were up 13% vis-a-vis
October 2022.

Non-oil merchandise and service
imports have both declined.
Imports of chemicals, vegetable
oil and gems and precious metals
have witnessed a decline.

India announced licensing
requirements for electronic
products, such as laptops and
tablets, with the effect from
November 2023, signaling the
focus on domestic manufacturing.

EY



Merchandise and commercial services’ trade growth of

selected economies in the first half of 2023

Year-on-year merchandise trade growth by product in Commercial services exports (% change in

the first half of 2023 (% change in USS values) USS values)
8 Japan T —
Clothing -8 ) 17
Singapore P— 35
0 [ p— )]
Textiles-16 N France
3 Pmmm—— 28 India Iy — 7
E Other machinery 6 ChiNa 1) m——— 39
O
s 16 Germany ) — 16
=) Automative Products - 18 . .
S United Kingdom y— 26
i . 18 . —
i Office and telecom. equip. -13 United States -_°
= I 30 -20 -10 0 10 20 30 40 50 60 70

Chemicals -10 ——

I 29 W 2023/2019 (January to June) W 2023/2022 (January to June)
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Global Trade

@ Key findings

» The value of world
merchandise trade (in US dollar
terms) declined 5% year-on-
year in the first half of 2023. In
the first half of 2022, the
merchandise trade had grown
14%.

» Only automotive products
recorded a higher growth from
January to June 2023 vis-a-vis
Jan to June 2022. This growth
could be due to the adoption of
EVs across countries and with
production concentrated in a
few countries.

» India has witnessed the highest
growth in exports of
commercial services in the first
half of 2023 amongst all major
economies. This is in line with
the growth in export of
commercial services over the
last four years.

» In contrast, China and Germany
have witnessed a decline in
commercial services export.

EY



Inflation

Inflation

WPI inflation (%) @ Key findings

0.0 » Disinflationary monetary policy

25.0 : o .

20.0 is having its impact, with the
15.0 core inflation declining by ~200

10.0 basis points to a 43-month low
5.0 from its recent peak in January
0.0 2023. Input costs are softening,
-5.0

as reflected in the sustained

India Economic Pulse

-10.0 deflation in wholesale prices.
SRR SRR SRT NIRRTV AR AN YNNI ANYNNGIRORQQIRAR]  » Wholesale Price Inflation (WP)
C O — — > Cc = o O + > (&} c O — — > Cc = o QO + > O Cc O — — > Cc = o QO + > (&} C O — — > Cc = o Q + H H
T 08 21 53250 RL 0O Vo 0l 2m 535S 0L 0OV o0l 2S5 3250~80dc 082w s 335 o f continues to stay in the
L S < il O Qo L= < - O (= LS < - (@) Qo L S < il o .
_) =2 s eer =7 s =ar =2 s om=ar =2 = deflationary zone for the
" A . seventh consecutive month in
e A || Commodities e 00d Articles e NON Food Articles e \anufactured Products
October 2023 at (-)0.52%. The
. . pace of contraction that was
0,
CPlinflation (%) easing since June and was
14.0 (-)0.26% in September at
12.0 . (-)0.26% declined in October.
10.0 » Consumer Price Inflation (CPI)
8.0 has fallen to RBI's target band
6.0 for the second consecutive
4.0 month. It was at 4.87% in
20 October, after touching the
0.0

15-month high in July 2023

0,
O 0O 0000000000 4t ddd 4 444 -4 -4 44 N NNNNNNNNNNNOOOOO®MOOOMM at 7.4%.
NN QNN NN QNN NN NN NN NN N NN NN NNQNNQNAN NN NN QNN Food inflation i tl
5855553555835 8585555353855858555535835385885585353585¢ RO
> O 5 O -} © > . H
S35 °2200z05E0=<s32320p0z038==a<ss52320v0z2za0858==<=25>232hO0 assessed as the key risk to bring
the consumer inflation to 4%.
e Al Groups e Core Inflation = 00d and Beverages e C|othing and Footwear @ HOusSing

Source: Office of Economic Advisor, Ministry of Commerce and Industry; MoSPI; as of November 2023
Core inflation is calculated by excluding food & beverages and fuel & light from the overall index
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Employment statistics

Employment
Indian unemployment Rate (%) . Key findings
40.0% » The number of net new EPF
35.0% subscribers stood at 1.5 million
30.0% in August, marginally higher
25.0% than August 2022.
. 20.0% » Unemployment rate was
5 15.0% 8.0% 10.1% 8.3% estimated to be at a 29-month
§ 1(;.8://0 6.6% 7 oy high of 10.1% in October 2023.
8 0.0% 6.5%
2 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
N — 2020 — 2021 — 022 — 2023

Net New EPF subscribers (in millions)

2
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Source: Unemployment rate- CMIE, Net New EPF subscribers - EPFO EY
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RBI's confidence indices

Consumer confidence indices
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e B siness Assessment Index (BAI)

Turnover of infrastructure companies
(Net response %)
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115.0

Q1:2022-23
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e B siness Expectations Index (BEI)

50.0

31.7

Q1:23-24
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e F xpectation

Note: Net Response (NR) is the difference between the percentage of respondents reporting optimism and those reporting pessimism. It ranges between -100 to 100. Positive value

indicates expansion/optimism and negative value indicates contraction/pessimism.
Data as of 6t October 2023

Confidence indices

@ Key findings

The consumer’s current situation
index (CSI) reverted to its recovery
path after a brief pause in July
2023.

Both consumer confidence indexes,
i.e., current situation and future
expectations, are at a four-year high.
However, the index for the current
situation is less than 100, implying a
lack of optimism.

Consumer index suggests that there
is greater confidence about the
future, vis-a-vis the current time.

In line with consumer confidence
indexes, businesses have greater
confidence about future
expectations. However, unlike the
consumer confidence index, the
business index for current
assessment is over 100.

Service sector and infrastructure
companies retained their positive
assessment about their overall
business situation with somewhat
lower sanguinity vis-a-vis the
previous quarter, but remain
optimistic overall business situation,
turnover, and employment conditions
in Q3:2023-24

EY
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Rural economy indicators

Fertilizer sales (lakh MT)
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Source: Ministry of Road Transport and Highways, Ministry of Agriculture & Department of Fertilizers, MNREGA, MOSPI, RBI

Note: Fertilizer sales comprises of Urea, DAP, MOP and Complexes

Rural economy

@ Key findings

» While rural demand has been

growing, some indicators
suggest a slowdown in growth
over the past few months.
Since June 2023, monthly
demand for work under
MNREGA has been higher than
the corresponding months in
2022. From June to October
2023, demand for work has
been higher by 11% over the
previous year.

Tractor registrations in 2023
were significantly higher vis-a-
vis 2022 until August 2023. In
September and October 2023,
they were at similar levels as in
2022. In November 2023,
tractor registrations were 25%
lower than in November 2022.
Fertilizer sales have grown 5%
from Jan to Sept 2023 over
the corresponding period in
2022. In September 2023,
they were higher by 8% vis-a-
vis September 2022.

EY
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Overall manufacturing indicators

General index of industrial production
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Source: IHS Markit, DPIIT, RBI; [IP Base: 2011-12=100
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Manufacturing

@ Key findings

The general index of industrial
production has grown by
approximately 6% during the period
April to September 2023 over the
corresponding period in 2022.
Growth in Q2 of 2023-24 was 7%.
Manufacturing PMI though well
above the threshold of 50
moderated to 55.5 in October from
57.5 a month ago. This is
attributed to lower new orders and
output.

Steel production has grown over
14% during April to October 2023
over the corresponding period in
2022. In October 2023, steel
production was higher by 11%
vis-a-vis October 2022.

Similarly, cement production has
grown by 12% during the period
April to October 2023 over the
corresponding period in 2022. In
September 2023, growth rose to
17.1%.

Growth of cement and steel
production reflects the robust
growth in the construction sector

EY



Manufacturing indices for consumer non-durables, consumer i
durables, infrastructure and capital goods

IIP consumer non-durables IIP infrastructure/construction goods @ Key findings
180 200 . :
180 177 171 » Inline with the growth of steel and
160 160 1M7 —— 169 cement production, IIP for
infrastructure and construction
140 150 154 .
140 120 goods has grown from 12 to 14% in
120 100 each of the months from April to
2 80 August 2023 (over the
% 100 60 corresponding month in 2022)
I= 80 40 before moderating to 7.5% in
g 20 September 2023.
o 60 0 » Growth of monthly IIP for capital
;E“ Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec goods has averaged to 6.6% during
—2020 e—202] —e—(022 —e—2023 — 2020 2021 2022 2023 2 [BEIfIgte il t.o Septembgr 2025
over corresponding months in 2022.
» Growth in IIP for infrastructure and
IIP consumer durables IIP capital goods capital goods bodes well for capital
formation.
140 1124 125 123 140 123 " » In line with IIP for capital goods,
120 12 120 1400 monthly growth in IIP for consumer
100 1109 125 100 100 non-durables during the period April
20 20 9 93 6 to September 2023 over
3 corresponding months in 2022
60 60 averaged 6.8%.
40 40 » In contrast, IIP for consumer
>0 >0 durables in the months from April to
September 2023 has been overall at
0 | 0 | similar levels as in 2022. IIP was up
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 1% in September 2023 over
September 2022.
— 2020 — 2021 —_—2022 —_—2023 —2020 — 2021 — 022 —_— 2023

Source: MOSPI
IIP Base: 2011-12=100 EY
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Manufacturing

@ Key findings

Total inventory to sales ratio (%)

Capacity utilisation (%)

» Capacity utilization in the
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71.2

manufacturing sector recorded
a seasonal decline to 73.6% in

Q1:2023-24 from 76.3% in the

63.0

43.0

60

previous quarter. According to

the RBI, the seasonally adjusted
capacity utilization for
Q1:2023-24 improved by 130
basis points (bps) from its level
in the previous quarter and
stood at 75.4%.

» The finished goods inventory to
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Vehicle registration trends

Commercial vehicles (in '000s)
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Note:CV include all Heavy, Medium vehicles and light goods vehicles. PV represents Motors Cars data. 2w and 3W include both transport and non-transport. Telangana and

Lakshadweep vehicle registrations are not covered under Vahan database.
Source: Vahan Database. Data as on December 1, 2023

Manufacturing

@ Key findings

» Demand conditions, as
evidenced by vehicle
registration trends, show
firmness in demand. Demand
for all categories of vehicles is
higher compared to the
previous year.

» Inthe current financial year
from April to November 2023,
passenger vehicles have grown
by 14% over the previous year.
Commercial vehicles have
grown by 7%, three wheelers
have grown by 65% and two
wheelers are up 10%.

» High growth in demand for
three wheelers is attributed to
availability and deployment of
electric three wheelers by E-
commerce players and FMCG
companies .

EY
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Freight transportation

Railways freight (million tons)
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Source: Ministry of Civil Aviation, Ministry of Railways, JNPT Terminal, GSTIN Network
Note:JNPT data is available from August 2019-20.
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Transportation

@ Key findings

All freight movement indicators
suggest growth, especially the
number of e-way bills generated.
E-way bills generated recorded
an all-time high in October 2023
at 100.3 million. E-way bill
volumes from April to October
2023 have grown at 17% vis-a-vis
the same period in 2022.

Rail freight transportation is up
3.7% in the current financial year
till October vis-a-vis the previous
year. Traffic in October 2023
was up 8% over October 2022.
on y-o-y basis. Freight transport
is highest in October over the
corresponding months in the last
three years.

Shipping freight represented by
JNPT container traffic has grown
5.9% in the current financial year
from April to October over the
same period in the previous year.
Air freight has grown by 2.4% in
the current financial year from
April to October over the same
period in the previous year

EY



Passenger transportation

Transportation

Passengers carried by domestic airlines No. of railway passengers (in millions) . Key findings

(in millions) 800
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» Railway passenger traffic is still
well below the pre-covid levels
Occupancy (%) in hotels sector (nearly 30% lower). It has grown
by 11.5% in the current financial

80 year from April to October over
70 /2 61 the same period in the previous
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Energy consumption

Average daily power consumption
(billion units)
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Note:Power consumption for November’'23 data is average of daily data available as on 28sth November 2023. Market Clearing Monthly Prices are simple average of non-zero prices

in (No of days in a month*24*4)no of 15 minutes time block of respective month.

Source:Ministry of Petroleum, Coal & Power and Indian Energy Exchange. MMSCM stand for Million Standard Cubic Metre.

Services

@ Key findings

» Energy consumption continues to
grow in line with the increased
economic activity.

» India recorded an all-time peak
demand of 241 GWon 1
September 2023, surpassing the
peak in the previous month.

» Power consumption was 7%
higher during the period from
April to November 2023 vis-a-vis
the same period in 2022.

» Monthly average wholesale
electricity price from August to
October 2023 have been higher
than corresponding months in
2022, though the trend reversed
in November 2023.

» Consumption of natural gas
touched an all-time high in August
2023. Consumption in September
2023 was 13% higher than
September 2022.

» Consumption of petroleum
products is 6% higher during the
period from April to October 2023
vis-a-vis the corresponding period
in 2022.

EY
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Energy transition indicators

Registration of e-two-wheelers
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Source: CEA, Vahan Dashboard
Note: RES includes Solar, Wind, Small hydro, Biomass & Others

Registration of e-rickshaw vehicles
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e-2W include transport, non-transport and invalid carriage data. Telangana and Lakshadweep vehicle registrations are not covered under Vahan database.

Green energy

@ Key findings

After the sharp decline in June
2023 due to changes in FAME
policy, registration of e-two-
wheelers has been picked up.
They have increased by 27% in
Apr-Nov 2023 vis-a-vis the
corresponding period in 2022.
Registrations of e-rickshaw have
recorded a robust growth of 50%
during the period Apr-Nov 2023,
over the same period last year.
While the share of RE in the
overall generation has been
higher in most months in 2023,
however its share at 10% in
October 2023 was lower than 12%
in October 2022. Electricity
demand in October 2023 was 20%
higher than October 2022 and
India needed enhanced thermal
power to meet increased demand.
This underscores the challenge of
decarbonizing the power sector
given the surging demand, need
for energy security and variability
in generation from renewables.
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Digital payments trends

Digitization
Total digital retail payments Share of different payment channels (by value) . Key findings
(in INR billion)
19,873 100% » Therise in internet and mobile
20,000 80% payment channels vis-a-vis ATMs
60% underscores the rapid uptake of
15,000 20% digitalization in the financial
. 10,000 6,710 20% TN ST, » .
i 3,883 o ILILLARRARRAREARRRRARRARRART] » Total value of digital retail
a 5,000 © 06 O O = H = —H N N N oM oM oM payments recorded an all-time
= P S S R X & ‘-\C‘ R high of INR 19.8 lakh crores in
g T 2388 2385 238=s8 233 October 2023
: SO EE I B S T T ¢ DT T OS5 < T08 00N e ctober 2925
w O O O O O ©O O O O ©O O O o © © o » On an absolute basis, payments
g e G = ATMs through UPI have grown by over
2 S 5538 5 538 55 =258 5T =% ing / i
= c < . © 2 S o 2 35 £ ©o £ 3 XK m Internet Payments (Netbanking / internet browser based) . R B
5 < 2o 5 <205 <35 05 SE_ 5 ©° m Mobile Payments (mobile app based) 42% in October 2023, vis-a-vis
October 2022.
» The pandemic induced a shift
Share of different segments in total digital retail payments (by value) towards UPI appears to have
stabilized, as noted in the market
100 mmEEEEE R EEEEE - = EEEEREEEEEEE w 2% shares of different digital retail
80% 12% payment tools.
60% » Market share of cards, which has
’ declined consistently since
40% December 2019, witnessed an
86% . .
20% increase in market share from
o 10.5% in September 2023 to
0OOOOOOOOOOOOv—iv—iv—|v—|v—iv—iv—iv—iv—iv—iHHNNNNNNNNNNNNMMMMMMMMMM 11.6% in October 2023.
008000080 00000000000000000000000000800000330000 0 » On an absolute basis, in October
A A R e A L R A 2023, card payments were up 17%
2&"z"é‘g%ﬁ3“%8282&’§<%§—3,->2%828ﬁﬁgiggéggégggﬁgiggﬂg(ﬁ)é over October 2022.

|
c
3

B Card Payments  ®Wallets and Others

Note:Others include ECS, AEPS, APBS and BHIM
Source: TRAI, RBI
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Source: CapitallQ, MCX



Commodity and
input price trends

Trends in commodity prices (agriculture)

Corn Feed per MT (in INR) (BSE) Wheat Price per MT (In USS) . Key findings
(LIFFE)

30.00 26 400 18 » Prices of agricultural commodities
25.00 350 have remained steady or gone up
20.00 300 marginally in the last three
15.00 4 1o 250 . months.
10.00 200 155 » Prices of corn feed have declined

5.00 150 189 by 3% from the price levels in

0.00 100 August. The average pricesin

India Economic Pulse

MR NENE NN NN ENMEN NN IR IR NRARNRRANNANNNNNANNNNNNNNQ NN November, however, dropped by
O O O OO O O O O O OO OO oo o o o o o oNeoNoNoNoNoNoNoNoNoNoNoNoNoNoNolNoNoNolNoNolNolNolNoNo) 11%Vis-é-ViSSeptember
N NN NNd NN QNN QNN QRN NNNNNQNNQNRQNRN NN NN QN , , :
SR AAAIIQPITIAIL I 523 SANNAINEEACC833303ANAINT 5 > Wheat prices continue the
S 33 5833335833335 688 35333 %8E§?g$85§9g$85%%’%3%53283 downtrend in November, declining
<vwzoH == °"nzZzH=z "Nz =z "0z R e i R e T by 3% from average price levels in
August 2023.
Sugar - White per MT (In USS) Palm (CPO) oil per 10 kg (in INR) » International Sugar prices continue
(LIFFE) to surge, rising by 35% between
800 741 1700 1591 Jan and November 2023. The
700 594 1506 spike over the last few years
600 416 463 reflects lower output due to
500 1300 in k
200 adverse weather events in key
300 1100 932 producing nations, export controls
200 900 2 785 and the usage of sugarcane for
100 700 ethanol. It may be noted that sugar
oOooOOOOHHHHHHNNNNNNMMMMMM 500 prices is India have, however,
AT T A AR R AR R R Ak R N R R N AR RN . unc.
N N G e A I e N i £ 0225352355553 3555835883683 » Meanwhile, palm oil prices have
ONNANANNNH—A—"—A—"00000MNNNNAN — — PLEILIHIQPALIHIQRaLIHan=ZzDH=2= 20z e o el o 7%
CoL bbb bbttos 0oL Eb0bsELSEas HODOTNOE N LM e VYT onLoTNors continued to decline, marking a 7%
SrI32082T3208233282828582 © AN N T8 N CoMANANN T decline in prices from Jan 2023.
Note:Data as on 30 November 2023
Source: MCX, CapitallQ EY
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Global container freight transportation volumes and rates

Global container freight index (in ‘00 US$)
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Container freight prices — North America East
Coast to China/East Asia (in ‘00s USS)
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Note: Container freight index and freight prices as of 30th November 2023
Source: FBX: Global Container Freight Index, Container Statistics
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Commodity and
input price trends

@ Key findings

» Monthly global container traffic

volumes in 2023 were lower
than in the corresponding
months of 2022 until July.
August and September 2023
have recorded higher monthly
volumes over 2022.

However, the monthly global
freight index and monthly
container prices in each of the
months of the current financial
year are lower than the
corresponding months in 2022.
The lower container freight
prices corroborate the data on
weakness in global trade.

EY



Foreign capital flows and exchange rate position

External sector

FPI Investments - Equity (in USSb)

FPI Investments - Debt (in US$b) @ Key findings
10.0 2.0 1.7 1.7
8.0 » FPI debt inflows are at a 26-
6.0 1.0 06 0.9 month high on Noy-23. It may be
4.0 1.8 I I I noted that the Indian paper has
2.0 -1I I I - I T 101 00 I. I i . I " I .1l been included in the JP Morgan
0.0 1y ™ 1 J" = 5 - ' LI | i N | "TT 1 Government Bond Index -
& -2.0 L | | II :
2 ) Emerging Markets.
o - 5 o
© 4.0 -1.0 » Foreign Portfolio Investors have
§ _2'8 been net sellers of Indian
S _10'0 2.0 -1.6 equities since August 2023.
o 9 NEN TR NNNNNNQOI2QD ST T IS NNNYYYRQAIQQIQ > Thelndian Rupee has been
=] AN AN AN AN AN AN AN AN AN NN ' ' | ' ' ' ' ' | ' ' ' ' ' | ' ' ' . .
= b x5 55 bsc 5 >505885>508% $ 3 558353336533 3358588333%83 relatively stable against the US
F=28=2"5§285=2>58=283=2°>8 =2 w .z 5 == om0 = w .z == wo= dollar over the last few months.
Despite a stronger dollar and
Exchange rates India foreign exchange reserves (in US$b) elieviesdl U Dieesiing ylields, i
Indian Rupee has shown low
95.0 89.3 700 volatility and orderly movements
83.1 ) in comparison to other
90.0 650 595 _
85.0 currencies.
80.0 600 521 » There has been some volatility in
25 0 Ba.3 550 the EUR/INR rate largely
70.0 1 74.4 500 attributed to recovery of Euro
65.0 450 » India’s foreign exchqnge '
60.0 400 reserves have been increasing
QQQOQOO = = = - o -4 NNNNNN®D®M®®OMM throughout 2023. The reserves
R S N R I R SRQIFNITRINTIINIFRATRIRG o et 10 monthe of
T 332350330835 85332358338253 S ottt b5 0t Ee508c850508% epresent 16:montns o
== 'vzH == "wvwzZzH=="vVvzZzH =z "uvz=Z SR Z25=s02Hz23=s"2hz235=s"a =2 estimated imports and over 90%
of foreign currency debt.
e USD/INR e EUR/INR

Source: DBIE, RBI, FBIL, NSDL
Data as of 23rd November 2023
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NSE indices (% change YTD) Financial markets

225 NSE Indices @ Key findings
(% change YTD)
» After aslow startin 2023, the

205 o "17.3% 1T Indian stock market has picked

Jl strength, with Nifty 50 going up
' Media 1.2% by 12.3% year to date.

» Theincrease has been relatively
broad-based, driven by sectors
which noted high consumer
demand, such as FMCG, auto and

Nifty 50 12.3% realty.

» Bank index is also showing
resilience as banks' balance
sheets continue to improve with
lower NPAs, with a 19.6%

Bank 19.6% increase in bank index in 2023.

» Meanwhile, the IT sectoral Index
has remained weak, recording a
significant decline of 17.3%. The
weakness continues as economic

FMCG 40.5% conditions in key global markets

remain subdued. It is in line with

global trends, where large IT
players have announced layoffs

and the PE/VC investments (a

Auto 53.3% large portion of which is invested

in the IT sector) have declined
due to slowdown in advanced
PSE 67.7% .
Energy economies.

185

Pharma 11.7%

165

India Economic Pulse

145 Commodity 17.6%

125

Energy 25.1%

105

85 Realty 43.2%

01-Dec-22
01-Jan-23
01-Feb-23
01-Apr-23
01-May-23
01-Jun-23

01-Jul-23
01-Aug-23
01-Sep-23
01-Oct-23
01-Nov-23

01-Mar-23

Auto Bank —FMCG — | T — Media
= Pharma — Realty e Commodity e Nifty 50 e— PSE

Source: NSE, Bloomberg Quint
Data available as on 24th Nov 2023
Base for calculating % change is 3rd January 2022 EY
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Stock market turnover and interest yields

Stock market turnover (in INR cr)
and volatility
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e 10Yr G-sec yield

e Repo Rate

= Daily Weighted Average Call/ Notice Money Rates
Reverse Repo Rate

Source: NSE, BSE, CCIL and FBIL. Data available as on 30 November 2023

India sovereign yield curve (in %)
(Annualized)
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VIX is a volatility index based on the NIFTY Index Option prices. It indicates the expected market volatility over the next 30 calendar day

Financial markets

@ Key findings

Stock market turnover declined
marginally in September and
October 2023 after witnessing
the highest turnover in the
month of August.

The yield on 10-year G-sec
increase has remained range
bound in the 7.2% to 7.3%
range since September 2023.
India’s sovereign yield curve is
flattish with yields in the 7% to
7.5% range. However, it is not
inverted.

Repo and reverse repo rate
have been constant at 6.5%
and 3.35% since February
2023.

Stock market volatility, as
indicated by VIX, has continued
to note a reduction, decreasing
to 11 points in October from
15 points in Jan 2023.

EY



Fund raising trends

Financial markets

Gross FDI inflows in India (USS billions) Capital issues by non-governmental @ Key findings
companies (‘000 crores)

» Gross FDI inflows have

84.8 150
70.9 decreased by 15.3% in H1FY24
62 108 vis-a-vis H1IFY23.
80 » The moderation in flows were
9.5 33.1 54 majorly witnessed in
53 communication services,
26 retail and wholesale trade
- and manufacturing sectors.

1.9

8
74.3 I

- w
O

India Economic Pulse

© O & O & — AN &A™ &N I o o oo S o N 4 o N 4 o » Artificial mtelhgepce (Al) has
gt ey N o o NG NS = =N NN N NN NN NN emerged as a major area of
[ [ [ [ [ o . o oo o oo - - o - a ) ¢

2= 2= 2= 23 23 Z3 Z3 22 2= 22 232 22 =X cg interest for FDI investors.

» PE/VC investments have
. . intained stability during th
PE/VC investments (USS billions) No. of capital issues by e el s Sy BEIY ATS

. period of April to Oct 2023 vis-
non- governmental companies

82.6 21 a-vis the corresponding period in

2022.
» Investments in the
52.6 52.9 192 167 infrastructure and real estate
374 41.6 154 N sectors have helped offset the

6o 30.9 31.3 106 90 decline of ~25% in pure play

PE/VC investments in 2023 till
. date.
5% 2% 48 Q7 XN J%  gN  ’R °% 28 Q7 <8N % gN &%
58 3% 3EF 3E 3E 3% 3% &% 58 BE 5E& 5E BE 2§ 5§

Source: DPIIT, RBI, EY Analysis
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Credit flow trends

Financial markets

Flow of gross non food credit of scheduled Change in outstanding corporate bonds . Key findings
commercial banks (INR ‘000 crores) listed on NSE & BSE (INR ‘000 crores)
2,042

» There are no significant changes in

1,819 credit creation trends in the context

sin 1,021 1,164 of the size of the Indian economy.
594 589 569 102 » Flow of additional bank credit from
S . . - . l . scheduled commercial banks for the
> . .
© » o - N - T - period April to October 2023 was
E 3 3 Q N N q N N - - N N N N N N marginally higher than the level as
S e ke e ke 5 s S S 2 2 ° ° ° ° 2 2 in the corresponding period of the
L 1 | | T ' ' ' ' . ' ' ('ﬂ [ a
3 o ® % N N N N a ~ g o o N N N o] previous year.
= = o = [ o o = = o [ o . 5 E E 5 H
s s s s s = 2 o 5 5 5 5 g S 2 2 > Qutstandlng cqr'porate bonds have
increased significantly by INR102
crore after noting a decline in the
Change in outstanding commercial paper Change in external commercial borrowings previous fiscal during the same
(INR ‘000 crores) (in USS billion) period.
23 — .
111 » Similarly, a strong increase has
64 been recorded in the flow of credit
20 1 21
- 10.4
| |

through outstanding commercial
paper in the period Apr to Oct 2023
vis-a-vis the same period in the

N
ul
N
N
Ul
o

-139

i - previous two fiscal years.
0.2 -2.8
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Source: RBI, SEBI
Note: Outstanding commercial paper as of 15 Nov 2023
Note: March 2017 and 2018 use old reporting format for non food credit EY
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Bank credit growth by sectors

Financial markets

Growth rate of non-food credit of scheduled Growth rate of bank credit to industry @ Key findings

commercial banks e

18% . 14(;; » Overall, non-food bank credit

Len 153% 1oy creation has been steady over the

149, 10% past 12 months inthe 14to 17%

12% 8% - 4-76% 5.40% range.

1222 202 » Credit to industry grew by 5.4% in
6% 2% October 2023 compared to 13.5%
4% 0% in October 2022. The growth rate
2% -2% has been moderating since
0% -4% October 2022, indicating that

SE8RITITINITAIYRRRSR $ 88 IR ITHFYIYIITIRRR private investments are yet to pick
5385853858538 ¢%8533 5538553858385 533 up, despite the growth in
manufacturing.

Growth rate of bank credit to service sector Growth rate of bank credit to personal loans g Sg?::,trhhlgscgggut :oobt:set,sfz:x;iz

30% - between 18 to 21%. It may be

o0 L9 noted that approximately 35% of

20.1% 20% ’ 18.0% the credit to the services sector

20% goes to NBFCs.

14Y 15%
15% » Monthly outstanding personal
10% 10% loans in the current financial year
- have been higher by 18% to 21%
5% o

vis-a-vis the corresponding months
0% 0% in the previous financial year. High

© O O O o o oS =S4 N N N N ™ ™ m ™M ©O O 0O O 4 o4 oS 24 N N N N m O ™ O level of growth in personal loans
N T BN L R N IO A D B ST S B B UNEEEL B S S ML SRS S S BN A B B B O B -

c 535 %8 £ 53 %88 £ 5318 £ 53 % c 5§ 5 8 £ 53 68 £ 5368 £ 535 8 suggests consumer confidence
5 <« 2 O 5 <« P O 5 <« P O 5 <« 7 O 5 < 2 O 5 <« P O 5 <« P O 5 <« M O

about the future.

Source: RBI
Growth rates have been computed based on the change over 12 month period
Apr and May 2020 inflation based on Jan-Mar 2020 average EY



Change in gross personal loans advanced by banks

Financial markets

Credit card loans (in INR '000 crores) Housing loans (in INR ‘000 crores) . Key findings
50 459 46.4 300 .
45 396 252.0 » All categories of personal loan
40 250 >07.95 shows robustness, indicating
32.2 206.1 188.7 192.1 189.0 - .
gg 200 . ' : resilient domestic consumer
25 19.1 150 4 1145 1229 demand.
g 20 - 165 16.7 100 » Additional credit card loans
> 15 11.3 )
° 10 advanced by banks during Apr to
€ 5 20 Oct 2023 were higher by 17% vis-
S 0 0 a-vis the same period in 2022.
g T2 %3 9] QW XN {R RN ]R 5 9% 28 Q7 AN N8 §N QR” tTr:wis reflects thedforrtr)]allzatior? of
)= 5 © 5 © 5 © 5© 5© 5© 55 50 5 5© 5 5 5 © 5© 55 50C e economy and robustness in
< = < = < = < = < = < = < O < O < = < = < = < = < = < = < O < O .
consumer spending.
» Loans taken by consumers for
Other personal loans (in INR ‘000 crores) Vehicle loans (in INR ‘000 crores) housing and in the period Apr to
350 120 001 Oct 2023 were higher than in
300 e83.8 100 88.3 : 2022 during the same period.
250 80 However, the vehicle loans were
> 170.8 58.2 lower.
128 138.2 138.8 135.9 150.7 60 451 452 50.4 owe
100 86.9 40 34.3 » RBI hasincreased the risk weight
o I 40.3 I 19.3 requirement by 25% to unsecured
0 | 0 . personal loans, credit cards and
@ o S Iy N @ N Q 2 o o = N o N N lending to NBFCs. This could
5 5 5 & & &5 5 ] b o S o o o o o result in higher capital
= . B B = . ¢ o = = = = = = Q Q requirements for lenders and
= 3 % Q N Q N N = < 2 N N N N N i i
= B B - k: A o = — — — N N N N N increased lending rates for
[@X (@K — — — — — — = —
< < < < < < < < g g g g g g 2 2 consumers.
Source: RBI

Other personal loans include consumer durables, advances to individuals and FDs, education, other personal loans EY
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RBIl's December Monetary Policy Committee Meeting: key

policy rates remained unchanged

Monetary policy
stance

Inflation outlook

Growth
projections and
risks

Monetary policy

Policy repo rate maintained at its current level of 6.5% for the fifth time in a row.
CRR and Standing Deposit Facility (SDF) rate remains unchanged at 4.5% and 6.25% respectively
Marginal standing facility (MSF) rate and Bank Rate maintained at 6.75%

MPC decided to remain focused on the withdrawal of accommodative stance to anchor the inflation at 4%.

Consumer price inflation projection unchanged at 5.4% for FY24, with Q3 projections at 5.6%, Q4 at 5.2%.
CPlinflation for FY25 is projected at 5.2% for Q1, Q2 at 4% and Q3 at 4.7%.

Uncertainties in food prices along with unfavorable base effects will lead to a pickup in headline inflation in November-
December.

Close monitoring of Kharif harvest arrivals and rabi sowing progress, as well as EI Nifio conditions, is important. It is also
crucial to maintain adequate buffer stocks for cereals. Additionally, proactive government interventions can help mitigate
food price pressures.

Real GDP growth projection revised upwards to 7% for FY24

A strengthening manufacturing sector, booming construction, and a recovering rural economy are expected to boost
household consumption.

Healthy balance sheets of banks and corporates, supply chain normalization, improving business optimism, and rise in
public and private capex would bolster investment going forward. Drag from the external sector is expected to moderate
with improvement in exports.

Headwinds from global factors like geopolitical tensions, volatile financial markets and geoeconomic fragmentation pose
risks to the growth outlook.

EY



Commitment to modernizing India's digital l[andscape

Digital Policy

Draft of the national robotics strategy Consultation papers by TRAI First edition of the India Al report
» The government released the draft National Strategy » TRAI released two consultation papers in September
on Robotics for public consultation on 13 October 2023;
2023. » 'Encouraging R&D in Telecom, Broadcasting and IT
» The strategy aims to develop robotic technology to (ICT) Sectors’, that aims to develop a .
help India emerge as a global "Robotics Hub." comprehensive R&D ecosystem for ICT, focusing

. - . . on:
> ;Qsap;]lggr%deenr;t;ﬁes four strategic sectors for Robotics » Education & Training Systems

» The India Al Report, prepared by MeitY Al working
groups, will serve as India's roadmap for developing
its Al ecosystem. It:

» strives to address gaps in computer infrastructure,
data, Al financing, research, innovation, and
targeted skilling for data optimization

India Economic Pulse

>

>

>

Manufacturing
Agriculture
Healthcare
National security

» Science Systems

» Regulatory Framework and promoting India's
self-reliance and export

'Digital Transformation through 5G Ecosystem’ to

identify policy challenges and create a framework

for the rapid adoption and effective utilization of

new technologies driven by the 5G ecosystem.

» introduces the India Datasets Platform for aiding

researchers and India Al Compute Platform in a
public-private partnership for GPU capacity
expansion.

supports Al chip development in conjunction with
the Semicon India program and provides financial
incentive guidelines for start-ups.

It is hoped that the consultation may lead to the
development of new policies and incentives to improve
the R&D and 5G environment for businesses

The India Al Report is a recognition of the significance
placed by the government on the development of the
Al opportunities in India

The government hopes that the robotics policy will
attract global partnerships and investment in India

EY
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Amendments facilitating favorable business environment

and investor confidence

Decriminalization of the Cable Television Networks
(Reqgulation) Act, 1995

» The Cable Television Networks (Regulation) Act, 1995, was revised to create a
more business-friendly environment.

» Punishments under Section 16 were decriminalized and replaced with
monetary penalties and non-monetary measures like advisories, warnings, and
censure.

» Measures will be administered by a "designated officer" per the newly notified
rules.

» An appeal mechanism against the designated officer's orders has been added in
Section 16, while Sections 17 and 18 were omitted as redundant.

The move to decriminalise the above Act reflects government'’s intent towards
improving ease of doing business in India

Ease of doing business

Amendment to Aircraft Rules, 1937

» The amendment increases the validity of ATPL (Airline Transport Pilot License)
and CPL (Commercial Pilot Licenses) from five to ten years.

» Changes to Rule 66 address issues with the display of "false lights" near
aerodromes.

» Redundant Rule 118, regarding validation of foreign licenses, has been
removed.

» A clause is added under Schedule lll to liberalise recency and competency
requirements for Air Traffic Controller License holders while ensuring
competence.

The above amendment is another example of government’'s commitment to
promoting ease of doing business

EY
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Upholding digital and environmental safety

Extended producer responsibility rules for used
oil notified

» The Ministry of Environment enacted amendments to the Hazardous and Other
Wastes Rules, 2016, under the Environment Protection Act, 1986.

» The rules aim to reduce hazardous waste generation and establish recycling
measures.

» The amendment imposes extended producer responsibility (EPR), requiring
producers to recycle used oil derived from crude or synthetic oil.

» This extended producer responsibility applies to manufacturers and sellers of
base oil/lubrication oil.

The amendment to the Hazardous and Other Wastes Rules is a measure
towards facilitating a circular economy in India

Consumer and
environment protection

Comments invited on guidelines for requlating dark
patterns in e-commerce

» The Ministry of Consumer Affairs invited comments on the Draft Guidelines for
Prevention and Requlation of Dark Patterns, 2023.

» Dark patterns refer to practices or deceptive design patterns in user interfaces
(Ul of platforms, designed to mislead or trick users into performing unintended
actions.

» These patterns impair consumer autonomy, decision making or choice, and
amount to misleading or unfair trade practices.

The guidelines can potentially introduce a new set of regulations for digital
platforms to comply with. Compliance failure can increase financial and legal
burden of these platforms.

EY
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Renewable energy capacity

Installed wind energy capacity (in gigawatts)
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Energy transition

@ Key findings

The charts underscore the
difference in scale across
countries.

In practically all areas, the
scale in US and China is much
larger than in any other
country

As countries develop local
supply chains to support
decarbonisation, difference in
scale will impact the economic
competitiveness

The surge in EV exports from
China to the EU and the
announcement regarding the
investigation of EV imports for
dumping underscore economic
competitiveness

Uneven economic strength
underscores the challenge with
the implementation of rapid
decarbonisation and its impact
on economic competitiveness
of countries.
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Key mining countries for major clean energy minerals Erary et

Key mining countries for cobalt: share (%) Key mining countries for copper: share (%) @ Key findings
33.3 . .
38 70 35 » Reducing the usage of fossil
60 307 236 fuels would require the world to
50 ;g mine higher amounts of
40 15 minerals, such as Copper
v 20 10 : 59 als i1 Cobalt, Lithium, Nickel, etc.
2 5.4 4.8 : o
E 18 — e . g’ I I I B | m » The data highlights the ‘
£ O © S n 9 > v w < < © » extreme level of concentration
i} c = e ) 0 o o . .
5 e < RS 2 < & Beog = 5 &= 4 2 in mineral production, with a
o o = [ [V -~ . .
u ©5 5 2 2 © ©5 5 23 = © handful of countries producing
i E a0 = x 9 £E20 ® g S
g & - & gg & = more than 4% of global

production.

» This data underscores the risk

Key Mining Countries for Lithium: Share (%) Key mining countries for nickel: share (%) of energy transition (both
access and pricing risks) and

=0 46.9 60 : o
48.8 the importance of continuing
jg 50 globalization and avoidance of
35 30 40 trade disruptions.
30 . .
o5 30 » For countries seeking to
19.7 . . .
20 14.6 20 decarbonize their economies at
. a faster pace, it is important to
= l 4.7 3.8 10 o’ 38 4.9 4 maximizz mineral exgloration
: []
0 . - 0 ] N . - and development of a circular
£ 5 = = 2 ¢ 5§ =% § L 2 £ &
% S o S = 23 L 3 S ©
< I < g o @ <
Source: Geopolitics of the Energy Transition: Critical Minerals (2023), International Renewable Energy Agency; US Geological Survey and the US Department of the interior (Data as of 2023) EY

Only those Countries with a share of 4% or more have been considered.



Key processing countries for major clean energy minerals Energy transition

Key processing countries for copper: Key processing countries for cobalt: @ Key findings
share (%) share (%)
45 42.3 80 70 » In line with the mining of
;KS) 32.7 70 cr?t?cal minerals,.process'ing of
30 60 critical minerals is also highly
25 28 concentrated in a few
. 20 countries.
E 0 8.1 6.5 6.2 o 18
) : . . . o
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o = S ces & 4 = = & G 2 disruptions
o © 82 c ) @ o o c c £ p .
2 €28 3 i o . .
= oo I= » For countries seeking greater
self-reliance, it would be
important to establish in-
Key processing countries for lithium: Key processing countries for nickel: country processing capability.
share (%) share (%) In the short run, there would
70 - 45 398 be challenges regarding scale
60 40 and technology.
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Source: Geopolitics of the Energy Transition: Critical Minerals (2023), International Renewable Energy Agency; US Geological Survey and the US Department of the interior (Data as of

2023)

Only those Countries with a share of 4% or more have been considered.

Processing refers to the stage where extracted mineral ores are converted into shippable products through multiple steps, which vary depending on the raw material and may involve

processes such as grinding, crushing and chemical processing. EY
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EY exists to build a better working world, helping to create
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