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SUMMARY

INDIA ECONOMICS: BALANCE OF PAYMENTS

India’s CAD widened to -2% of GDP in FY23 from -1.2% of GDP in FY22. Uptick in
merchandise imports due to higher global commodity prices led to the widening of
trade deficit. This was offset to some extent by resurgent services exports as well as
remittances. On a sequential basis, CAD moderated to 0.2% of GDP in Q4FY23
from 2% of GDP in Q3FY23. We expect further improvement on the back of lower
commodity prices. Merchandise exports are expected to remain downbeat as global
growth weakens. Overall, we expect CAD in the range of 1.2% to 1.6% of GDP in
FY24.

Click here for the full report.

INDIA ECONOMICS: INVESTMENT TRENDS

It is often blurry when we speak of the investment picture of Indian economy.

Different data points reveal mixed picture. The CMIE data which speak of investment

intentions in the economy showed record high new project announcements in FY23,
of Rs 29 lakh crore. The MoSPI data on proposed investment which is a bit lagged
series (till Jan’23) on the other hand portrayed a flattened investment curve since

Sep’22. GFCF which is the fixed investment in assets to GDP ratio on the other hand

improved to 29.2% in FY23 from 28.9% in FY22.

Click here for the full report.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.
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INDIA ECONOMICS: HOUSEHOLD FINANCES

Household savings are a critical part of the growth process as they provide the
funding required for the same. In FY22 they were 10.8% of GDP and had come
down from 16% in FY21 as per RBI data. IN FY20, that is before the pandemic
struck, it was 12%. FY22 was the period when the repo rate was kept pegged at
4% as the position taken was to do everything to preserve growth. As deposit rates
were low, there was a movement away to the market.

Click here for the full report.
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INDIA ECONOMICS

BALANCE OF PAYMENTS
Developments in India’s BoP in FY23

India’s CAD widened to -2% of GDP in FY23 from -1.2% of GDP in FY22.
Uptick in merchandise imports due to higher global commodity prices led to
the widening of trade deficit. This was offset to some extent by resurgent
services exports as well as remittances. On a sequential basis, CAD
moderated to 0.2% of GDP in Q4FY23 from 2% of GDP in Q3FY23. We expect
further improvement on the back of lower commodity prices. Merchandise
exports are expected to remain downbeat as global growth weakens.
Overall, we expect CAD in the range of 1.2% to 1.6% of GDP in FY24.
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Current account: India’s current account deficit (CAD) increased to US$ 67.1bn in
FY23 from US$ 38.7bn in FY22. This translates into a CAD of -2% of GDP in FY23
versus -1.2% of GDP in FY22. Trade deficit increased to a record high of US$
265.3bn in FY23 (7.8% of GDP) from US$ 189.5bn in FY22 (6% of GDP), as imports
increased sharply by 16.6% in FY23.

In contrast, merchandise exports rose by only 6.3%. Support came from the surplus
in invisibles account which improved to US$ 198.2bn, primarily led by services (US$
143.3bn). Within services, exports of software services increased to US$ 146.8bn.
Private transfers, which include remittances from Indians living abroad also
increased to US$ 112.5bn in FY23 versus US$ 89.1bn in FY22. On the other hand,
outflows on account of investment income picked up pace.

Capital account: Capital account surplus narrowed from US$ 85.9bn in FY22 to
US$ 59bn in FY23. This was on account of lower FDI inflows which moderated to
US$ 28bn in FY23 from US$ 38.6bn in FY22. FPI outflows were at US$ 5.2bn, even
though it was lower than outflows of US$ 16.8bn in the same period last year. With
higher global interest rates, even ECB inflows were lower. In fact, there was net
outflows in ECBs at US$ 3.8bn. Even short-term credit moderated to US$ 6.5bn in
FY23 from US$ 20.1bn in FY22. On the other hand, inflows on account of banking
capital increased to US$ 21bn in FY23 versus US$ 6.7bn in FY22. In FY23, India’s
foreign exchange reserves saw a depletion of US$ 9.1bn versus an accretion of US$
47.5bn in FY22.

Outlook: India’s CAD for FY23, CAD at -2% of GDP was more or less in line with
our estimate. In FY24, we expect CAD to moderate. This will be underpinned by
lower commodity prices, services exports and robust remittances receipts. However,
growth in merchandise exports is likely to be lower as global growth slows down.
Some effect on services exports too cannot be ruled out. For FY24, we expect CAD
in the range of -1.2% to -1.6% of GDP. Even in capital account, some improvement
is expected as FDI and FPI inflows pick up. This should keep INR range bound.
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INDIA ECONOMICS

INVESTMENT TRENDS
How India Inc fared in terms of capital formation?

It is often blurry when we speak of the investment picture of Indian
economy. Different data points reveal mixed picture. The CMIE data which
speak of investment intentions in the economy showed record high new
project announcements in FY23, of Rs 29 lakh crore. The MoSPI data on
proposed investment which is a bit lagged series (till Jan’23) on the other
hand portrayed a flattened investment curve since Sep’22. GFCF which is
the fixed investment in assets to GDP ratio on the other hand improved to
29.2% in FY23 from 28.9% in FY22.
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Taking the cue of GFCF in GDP, in this note, an attempt is made to capture the
investment (fixed assets) angle from the balance sheet of corporates. We have
analyzed balance sheet of 3,420 corporates and looked into the sum of fixed assets
and capital work in progress. Further, we segregated it on the basis of ownership
pattern and industry, to get a closer look at the level of concentration. A view held is
that the PSUs tend to invest more because of the nudge from the government. An
industry-wise analysis would reveal which are the sectors that have been investing
more in capital. This is a forward looking indicator as GDP data does not provide us
with this information or rather the information is lagged (till FY22 this information is
available).

Our study shows that the CAGR-5Y period (FY18-FY23) in fixed asset creation of
corporates stands at 4.9%, lower than 9.8% CAGR in nominal GDP. Further the
concentration ratio is skewed towards only a handful of industries due to their
inherent nature such as crude oil, power and telecom. Interestingly, 8 out of this
major 15 industries have seen a CAGR below the 5Year industry total CAGR of
4.9%, which is also a concern reflecting slow pace of investment. House or
ownership pattern data reveals that the share of PSU and non PSU companies have
not changed much in the past 5 years. This seems to be in anomaly with what we
have observed in the trend of capex data of Centre.

What to make out of the data:

=  Fixed assets of companies have increased to Rs 38.3 lakh crore in FY23 from
Rs 36.3 lakh crore in FY22, noting a YoY growth of 5.5% in the same period.
However, the 5Year CAGR stands at 4.9%, which is far lower than the CAGR of
9.8% in nominal GDP during the same period.

=  Even on an incremental basis, in the past 5 years fixed assets of corporates
have increased by only Rs 8 lakh crore in our sample.

=  The sectoral picture is skewed towards industries such as crude oil, power,
telecom, iron and steel and automobile, dominating 65.3% of fixed asset creation
in FY23.
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INDIA ECONOMICS

HOUSEHOLD FINANCES
Household savings move towards markets

Household savings are a critical part of the growth process as they
provide the funding required for the same. In FY22 they were 10.8% of
GDP and had come down from 16% in FY21 as per RBI data. IN FY20, that
is before the pandemic struck, it was 12%. FY22 was the period when the
repo rate was kept pegged at 4% as the position taken was to do
everything to preserve growth. As deposit rates were low, there was a

movement away to the market.
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Table 1 below provides the profile of household financial savings across different
alternatives. As can be seen savings flows were of the order of around Rs 25.6 lakh
crore in Fy22 having fallen from Rs 31.62 lakh crore in FY21. Bank deposits remain
the largest component of household savings though have been volatile with covid
and lockdown pushing it up in FY21 and the ultra-soft monetary policy subsequently
bringing it down.

Table 1: Structure of flow in financial assets of households

2019-20 2020-21 2021-22
Financial Assets 24,07,250 31,61,953 25,60,478
Per cent of GDP 12.0 16.0 10.8
of which:
1. Total Deposits (a+b) 8,84,579 12,59,767 6,95,471
(a) Bank Deposits 8,27,830 12,19,909 6,53,911
i. Commercial Banks 7,68,855 11,56,334 6,51,733
ii. Co-operative Banks 58,975 63,576 2,178
(b) Non-Bank Deposits 56,749 39,858 41,561
2. Life Insurance Funds 3,74170 5,63,216 4,40,810
3. Provident and Pension Funds (including PPF) 5,00,203 5,46,700 5,81,668
4. Currency 2,82,662 3,81,976 2,69,667
5. Investments 97,657 1,24,577 2,27,977
of which:
(a) Mutual Funds 61,686 64,084 1,60,600
(b) Equity 26,738 38,531 48,613
6. Small Savings (excluding PPF) 2,63,723 2,81,495 3,40,655
Source: RBI

Table 2 gives the shares of the savings avenues in total.

= Share of bank deposits is the highest, but clearly the structure of interest rates
does drive the flows. It may be expected that some ground would have been
regained in FY23 when banks started increasing deposit rates. In FY23 increase
in aggregate deposits (includes households and other savers) was Rs 15.78 lakh
crore which is comparable to Rs 15.54 lakh crore in FY21. Therefore the share of
bank deposits should be increasing.
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Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com
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Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Analyst certification

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views expressed
in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/fher compensation was,
is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and
are not associated persons of BOB Capital Markets Limited (BOBCAPS).

Important disclosures

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-
specific disclosures, please click on the hyperlink accompanying each excerpt.

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
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BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any
regulatory authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November
2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material
is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based
on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation or take into account the particular
investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider
whether it is suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities
and Exchange Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate
finance advisory or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does
not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions
— including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable
for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied
on as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the
information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have
“long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add
to or dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment
banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.
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Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (‘FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
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No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:
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