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FY25 INTERIM BUDGET
REVIEW

Boosting growth without breaching deficit targets
= Budget pegs fiscal deficit at 5.8% for FY24 (vs. 5.9% BE) while setting a

target of 5.1% for FY25; retains 4.5% guidance for FY26

= Capex at 3.4% of GDP in FY25 is broadly in line with FY24 levels,

indicating government’s comfort with pace of private capex

= FY25 defence outlay is largely flat YoY; focus on rail and electric

transportation ecosystem continues
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Tight leash on deficit: The interim budget proposes a prudent 5.1% fiscal deficit
target for FY25 and reiterates a target of 4.5% for FY26. The revised estimate (RE)
for the FY24 fiscal deficit is now at 5.8% against the budgeted estimate (BE) of
5.9%, well below the FY23 figure of 6.4%. The food, fertiliser and petroleum subsidy
bill for FY25, however, is budgeted at Rs 3.8tn, 8% below FY24RE.

Thrust on green infrastructure: The focus on green infrastructure continues with
expansion of capacity along certain rail traffic routes involving large manufacturing
set-ups, ports and high-density traffic. We note a sustained thrust on the
electrification of mass transportation. Green initiatives received a further boost with
the announcement of viability gap funding for offshore wind projects. The budget
also proposes to catalyse rooftop solar installation for 10mn households.

Capex outlay in line with FY24: The government has indicated a capex outlay of
Rs 11.11tn for FY25, which translates to 3.4% of GDP (see Fig 4 for capex trends
over the last 10 years). The current allocation suggests the government is now more
comfortable with the pace of private capex.

No material change in taxes: The budget did not propose any material change in
the level of direct or indirect taxes despite the proximity to national elections. This, in
our view, indicates that the government is now largely comfortable with taxation levels.

Focus on housing to continue: Pradhan Mantri Awas Yojana (Gramin) is close to
achieving its target of constructing 30mn houses and an additional 20mn homes are
being targeted over the next five years. Budget announcements include a scheme to
help the middle class to buy/build their own houses.

Sector and stock impact: The budget proposals, in our view, are an exercise in
continuity, with no material incremental impact on stock markets. A lower deficit
would result in moderation of the borrowing programme, with gross borrowing for
FY25 planned at Rs 14.13tn against Rs 15.43tn in FY24BE, which in turn should
lead to softer yields.

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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Fig 1 — Revenue receipt as a % of GDP Fig 2 — Revenue expenditure as a % of GDP
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Fig 3 — Subsidy as a % of GDP Fig 4 — Capex as a % of GDP
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Fig 5 — Fiscal deficit as a % of GDP Fig 6 — Borrowings as a % of GDP
(% of GDP) = Fiscal deficit (% of GDP) ® Gross borrowing ™ Net borrowing
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Fig 7 — FY25 Union Budget: Sector-wise implications
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Sector Budget announcement Implications for the Sector
Auto = Continued focus on charging infrastructure for electric vehicles = Positive for two- and four-wheeler EV automakers, viz. TVSL,
(EV), including using rooftop solar BJAUT, HMCL and MSIL
= Enhancement of public transport system through the addition of = Increased bus requirements will boost demand for AL and
buses and through indirect measures of higher provisioning for TTIMT
State Transport Companies
Banking = Plan for lower borrowings compared to previous year = Lower government borrowings could lead to a softer interest

= Increase in capital expenditure by 11.1% YoY

= Lower fiscal deficit target of 5.1% vs. 5.8% in FY24

rate regime, aiding treasury gains for banks, fuelling demand
for retail loans, and boosting sentiment for capex. However, if
assets were to be repriced faster than deposits, banks’ margins
may moderate

Building Materials

= Plans to build 20mn houses under PMAY (Rural) over the next
five years

= Housing scheme for middle class to be launched to help them
buy or build their own houses

= No major increase in budgeted spend on major rural and urban
programmes for FY25 (Jal Jeevan Mission: flat; PMAY: +1.4%;
Metros: +9.4%)

Positive for the building materials sector over the medium term

Positive for the sector over the medium term

Neutral to negative for the sector in FY25

Capital Goods

= Capex target for FY25 set at Rs 11.1tn, an increase of 11.1%,
amounting to 3.4% of GDP

= 40,000 rail bogies to be converted to Vande Bharat standards

= More metro trains and Namo Bharat trains to be expanded to
more cities

= Capital outlay for defence services increased from Rs 1.6tn to
Rs 1.7tn

Positive for the infrastructure and capital goods sectors and for
stocks such as LT and KECI

Positive for railway wagon companies

Positive for the sector and companies such as ABB, SIEM and
KECI

Positive for players such as BEL, HAL and BDL

Cement

= Three major economic railway corridor programmes to be
implemented under PM Gati Shakti, including energy, mineral
and cement corridors

= Higher allocation to the rural segment under Gram Sadak
Yojana and Pradhan Mantri Awas Yojna — Gramin (PMAY —
Rural). Extension of PMAY

= Allocation to solar power segment nearly doubled from Rs 47bn
to Rs 85bn

Rail corridors will improve cement logistics efficiency and
reduce costs, proving beneficial for players with a higher rail
mix in logistics, such as regional manufacturers JKCE, JKLC
and TRCL

More housing construction will drive structural improvement in
demand for the cement sector

Investment in solar energy will provide further impetus to the
cement sector’s focus on green energy and will benefit all
companies focusing on developing solar energy sources

Consumer Durables

= Qutlay for MNREGA scheme increased from Rs 600bn to
Rs 860bn

= PLI scheme for White Goods (ACs and LED Lights increased
from Rs 650mn to Rs 3bn

= Modified Programme for Development of Semiconductor and
Display Manufacturing Ecosystem increased from Rs 30bn to
Rs 69bn

Positive for consumer durables players like HAVL,
CROMPTON and ORIENTEL

Positive for players like VOLT, BLSTR and AMBER

Positive for EMS players such as DIXON, AMBER and SYRMA
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Sector

Budget announcement
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Implications for the Sector

FMCG

= Allocation of Rs 1.77tn (Rs 1.57tn last year) to Ministry of Rural
Development and Rs 1.27tn (Rs 1.25tn last year) to Ministry of
Agriculture and Farmers Welfare

= Housing scheme for middle class to be launched to help them
buy or build their own houses; also, 20mn more houses to be
constructed under PMAY (Rural)

= New sub-scheme to be launched under Pradhan Mantri Matsya
Sampada Yojana (PMMSY) with a targeted investment of
Rs 60bn to set up five integrated aqua parks, enhance
aquaculture productivity to Stonnes/hectare, double exports to
Rs 1tn, and generate 5.5mn employment opportunities

= Crop insurance to be provided to 40mn farmers, integration of
1,361 mandis with Rs 3tn of cumulative trading volumes, and
provision of direct financial assistance to farmers

= Increased allocation towards rural development and agriculture
will lend impetus to farm income and savings

= Steps taken to improve the health of farmers and middle class
will, in turn, result in improvement of demand at the bottom of
the pyramid

Healthcare

= Overall health expenditure to remain flat (+1.4%) at Rs 902bn

= Ayushman Bharat-PMJAY budget allocation increased 4% from
Rs 72bn to Rs 75bn

= Healthcare cover under Ayushman Bharat scheme to be
extended to all Asha (accredited social health activist),
Angawadi workers and helpers

= Budgetary allocation for PLI scheme for pharma sector
increased by ~80% to Rs 21bn from Rs 12bn

= Government to encourage cervical cancer vaccination for girls
(9-14 years)

= U-WIN portal for immunisation efforts of Mission Indradhanush
to be rolled out

= Saksham Anganwadi and Poshan 2.0 to be expedited for
improved nutrition delivery, early childhood care and
development

= Neutral for the pharma sector and healthcare stocks

Insurance

= No change in income tax slabs under the new tax regime

= Healthcare cover under Ayushman Bharat scheme to be
extended to all Asha workers, Anganwadi workers and helpers

= Neutral for the insurance sector

= Positive for the insurance industry as it benefits indirectly from
increased awareness, standardisation of healthcare provider
practices, standard medical protocols, IT platform for standard
codified data, paperless transactions and electronic health
records, and fraud control

Metals & Mining

= Infrastructure spend — (a) Increase in capex target by 11% in
FY25; (b) Extension of PMAY to 20mn houses over the next
five years, and new housing scheme for the middle class; (c)
Extension of Jal Jeevan Mission

= Railway — Three major rail corridors underway, continuation of
metro spend, conversion of 40,000 railway bogies to Vande
Bharat standards

= Coal gasification and liquefaction support for 100mt of capacity
by 2030

= Positive for demand creation in steel sector as ~60% of steel
consumption is linked to housing and infrastructure

= Investment in rail corridors positive for specialised rail
manufacturers (JSP and SAIL), while conversion of bogies to
the Vande Bharat standard positive for aluminium and stainless
steel demand creation

= Positive for players working on usage of stranded and low
calorific coal
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Sector Budget announcement Implications for the Sector
NBFC = PMAY outlay increased from Rs 796bn to Rs 807bn; = Positive for low-cost/affordable housing financiers
govermnment announced that it is close to achieving its target of
constructing 30mn houses, with an additional 20mn targeted for
the next five years
= Solar power (grid) outlay increased from Rs 50bn to Rs 85bn = Govemnment's focus on renewables will immensely benefit
power financiers who are now focused on renewable power
financing
0Oil & Gas = Oil marketing companies (OMC) — Shift of capital grant for = Indication that rights issue planned for OMCs is not likely in
OMCs to FY25 and halving of allocation to Rs 150bn from FY24. Reduced allocation could also be positive if it is aligned
Rs 300bn with OMCs’ need for capital support and could mean lower
dilution of earnings
= City gas distribution (CGD) — Mandatory blending of CBG = Support to the CBG ecosystem could help the CGD sector
(compressed biogas) in CNG (compressed natural gas) and lower gas purchase cost to some extent
PNG (piped natural gas)
= Electric vehicles (EV) — (a) Strengthening of the ecosystem for = Support to e-buses could mean lower growth of CNG buses;
manufacturing and charging, (b) promoting greater adoption of however, support to only e-buses and lower allocation to the
e-buses for public transport through payment security FAME policy could mean that CNG may not face immediate
mechanism, (c) reduction of support under FAME scheme to competition in other vehicle segments such as cars, and CNG
Rs 27bn in FY25 from Rs 48bn in FY24 demand will continue to grow till the EV ecosystem matures
= Renewables — Roof top solarisation targeting 10mn households = Demand creation measure could support solar manufacturers,
including RIL
Power = Viability gap funding (VGF) to hamess offshore wind energy = Positive for the renewable energy sector

potential for initial capacity of 1GW

Coal gasification and liquefaction support for 100mt of capacity
by 2030

Grid solar power outlay increased from Rs 50bn to Rs 85bn
Outlay for National Green Hydrogen Mission doubled from

Rs 3bn to Rs 6bn

Reform Linked Distribution Scheme outlay increased from
Rs 104bn to Rs 145bn

Increase in solar and hydrogen outlay positive for players like
NTPC

Positive for the entire power sector as distribution reforms
improve

Source: Budget documents, BOBCAPS Research
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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

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research 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).

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
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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
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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
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discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.
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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.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
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EQUITY RESEARCH 6 01 February 2024



FY25 INTERIM BUDGET REVIEW % BOBCAPS

TRUST | INNOWATION | EXCELLENCE
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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
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
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