India Macro Weekly: Growth remains supported despite low public spend
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Data this week:
= Q1-FY25 GDP toes the line, strong GVA growth surprises

Q1FY25 GDP growth clocked 6.7% y/y, (vis-a-vis RBI estimate of 7.1%), while it was in line with our
expectations (please refer: Q1FY25 GDP likely clocked 6.7%). The key source of surprise was the GVA growth
number which saw a much sharper than expected pickup. The wedge between GDP and GVA was a major
surprise in the data as it became negative for the first time since Q1FY24 on a sharp drop in net indirect taxes
growth. Historically, while there is low correlation between net indirect taxes growth from fiscal numbers and
GDP data, yet a sharp growth slowdown was visible in Q1FY25, with the actuals coming in way lower than our
estimates. On a sectoral basis, while agriculture GVA growth at 2% was in line with our expectations, industry
and services outperformed our estimates. On the latest GDP numbers the RBI Governor opined that the slowing
of India's GDP growth to a 15-month low of 6.7% in Q1FY25 was due to “lower government spending in the
wake of the enforcement of the model code of conduct for the recent Lok Sabha elections”. However, he
asserted that the data is strong as “components and main drivers responsible for the GDP growth like
consumption, investment, manufacturing, services and construction have registered a growth of more than
7%”.

» Fiscal deficit in Apr-Jul’24 limited to 17.2% of budgeted estimates (BE)

India’s fiscal deficit for April-July FY25 came in at Rs 2.77 lakh crore (17.2% of BE) vis-a-vis Rs 6.06 lakh crore
(33.9% of BE) in corresponding period last year. It was also way lower than over 77% seen in pre-Covid period.
More importantly, in comparison to Q1FY25, where we saw fiscal deficit at 8.1% of BE, it widened in July. This
was led by a combination of strong tax revenues, robust dividend from PSUs and lower capex during an election
quarter even as growth in latter saw sharp 108% YoY pickup in July (please refer: July’24 fiscal dynamics
signals spending pickup post elections). Overall, focus remained on quality of spending which was reassuring,

as revenue expenditure momentum was lower relative to capex.
= Core sector growth edged up in July

Core sector growth in July saw a slight pickup to 6.1% YoY vs 5.1% last month, but was lower than 8.5% in
July’23. Only four (cement, steel, fertilisers, refinery products), of the eight core industries reported a
sequential rise in production in July, while output in crude oil, and natural gas contracted. The core industries
comprise 40.27% of the weight of items included in the Index of Industrial Production (IIP).

= Sectoral credit growth continued with easing trend for second consecutive month

Bank credit growth slowed to 13.7% in July’24 (June: 17.3%) and after staying consistently in 19-20% range for
last 12 months. This is attributed to base effects of merger of a bank with a non-bank in end June’23 fading,
yet it does not fully explain the story. Credit accretion has also eased in FY25 to Rs 4.2 lakh cr during Apr-
Jul’24 vs Rs 5 lakh cr during same period last year. This is primarily led by slip in services and retail credit
growth to around 14% in July’24 vis-a-vis 23.4% and 31.2% respectively in July’23. The RBI’s imposition of
increased regulatory weights on unsecured retail and NBFC ex HFC loans have started to bear fruit. More
importantly, corporate credit growth has seen a pickup to 10.1% from around 5% in July’23, signalling a gradual
recovery in private capex activity.

= PMI Manufacturing for August hits a three-month low

The HSBC final India Manufacturing Purchasing Managers' Index, compiled by S&P Global, eased for a second
month in August, to 57.5 from July's 58.1 and below a preliminary estimate of 57.9. Despite this, the index
beat its long-term average, led by new orders and output with inventory buildup at 19 %2 year highs on low
input price inflation.

= GST collections dip in August

Gross GST collections in August increased by 10% YoY to approximately Rs 1.75 lakh crore, but was lower
compared with Rs 1.82 lakh crore in the previous month. In August 2023, GST collections were Rs 1.59 lakh
crore, with a YoY growth of around 11%. GST revenue collection reflects both robust consumption of goods
and services and administrative measures taken by the tax authorities to improve compliance. GST revenue
collections are expected to further improve in the festive season.

Data to watch out for:

The final HSBC Services and Composite PMI numbers for August will be keenly watched. As per the flash data,
Services PMI remained strong at 60.4 levels. In addition, bank loan & deposit growth for the fortnight ended
August 23 will also be announced on 6" September. This will also remain on close watch after the wedge
between credit and deposit growth slipped to lowest since May 2022 last fortnight.
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Economy Dashboard

MACRO-ECONOMIC DASHBOARD

Jun-93 Juk2s  Aug-28 Sep-2 Oct-28 Nov23 Dec93 Jan-94 Feb-24 Mar-24  Apr-24  May-24  Jun24  Jul24

IIP (YoY Gr%) 4,05 6.18 10.87 6.35 1189 | 247 439 421 5,60 547 4.98 6.18 4.24

Mining (YoY Gr%) 7.56 1068 | 123 1150 1314 | 7.0 5.20 6.02 8.13 130 6.77 6.56 10.30

Manufacturing (YoY Gr%) 351 5.26 9.98 5.3 1058 | 131 4,62 364 4.9 590 3.89 4.96 261

Electricity (YoY Gr%) 4.2 .99 15.26 9.87 2038 | 576 123 563 1.59 8.62 10.24 1374 8.58
Core Infra Growth (Yo Gr%) 8.371 8.5 1342 9.44 1267 | 7.9 5.05 413 7.09 6.26 6.93 6.32 5.10 6.07
Cement prduction (YoY Gr%) 9.9 6.89 19.74 475 1698 | 479 381 4.04 1.83 10.56 0.16 0.61 188 5.50
Steel Production (YoY Gr%) 2131 149 | 1635 1479 1361 | 97 8.28 9.19 9.41 1.52 9.62 6.73 6.71 .19
Petroleum Products (YoY Gr%) 458 356 9.49 5.55 424 | 1244 | 404 | 429 | 264 157 39 0.48 -1.56 6.63
Fertilizers Prduction (YoY Gr%) 34 329 179 421 5.35 336 58 | 056 | 950 | 129 0.78 -1.68 245 5.34
Coal Prduction (YoY Gr%) 9.76 149 | 17.89 16.03 1841 | 12090 | 1075 | 12057 | 1161 | 872 149 10.22 14,75 6.82

Capital Goods Production (YoY Gr%) 281 515 13.05 8.37 2067 | LU 310 3.24 L7 6.9 211 2.9 242
PMI Manufacturing (YoY Gr%) 57.80 5.70 | 58.60 57.50 550 | 56.00 | 5490 | 5650 | 5690 | 59.10 58.80 57.50 58.30 58.10
PMI Services (YoY Gr’) 58.50 6230 | 60.10 61.00 540 | 5690 | 5900 | 6180 | 6060 | 6120 60.80 60.20 60.50 60.30
Bank Credit (YoY Gr%) 16.16 1955 | 1976 19.9 1973 | 2064 | 1995 | 2030 | 2050 | 2016 19.01 19.78 17.36 1371
Agriculture Credit (YoY Gr%) 19.72 1671 | 1648 16.66 1739 | 1811 | 1939 | 12999 | 2000 | 1997 19.84 21.60 17.41 18.07
Industry Credit (YoY Gr%) 1.4 518 591 6.51 5.3 6.06 8.04 1.97 8.89 851 137 9.36 8.13 10.09
Services Credit (YoY Gr%) 2.7 284 | 4R 25.39 003 | B75 | B34 | 420 | 2426 | 2349 2.0 2318 17.36 1399
Retail Credit (YoY Gr%) ARY) 3 | 036 30.03 295 | 3003 | 2841 | 2861 | 2811 | 2146 26.70 28.73 25.60 14.40
Bank Deposits (YoY Gr%) 15.45 2% | B2 1230 B2 | 1422 | B2 | 18320 | B2 | B4 12.56 14.02 1112 10.57
Demand (YoY Gr%) 25.35 10.61 9.36 1.83 806 | 1504 | 2070 | 919 | 12012 | 1208 9.88 1483 6.24 8.2
Time (YoY Gr%) 1413 1325 | B 12.95 139 | 1410 | 1364 | 1376 | 1353 | 1367 1293 1391 11.83 10.88
C-D Ratio (%) 15.10 10 | 7150 11.80 7920 | 7960 | 7950 | 80.00 | 8020 | 80.30 79.50 79.60 79.30 79.30
Weighted Average Lending Rate Fresh Rupee Loans (%) 9.20 9.4 9.47 9.38 950 | 941 932 | 98 | 93 9.37 9.55 9.45 9.32 9.40
Weighted Average Deposit Rate (%) 6.47 6.9 6.60 6.70 6.76 6.79 6.83 6.85 6.86 6.89 6.91 6.92 6.91 6.92

UPI (No.in Cr)

Jun-23

Jul-23

Aug-23

1058.60

Sep-23
1055.57

Oct-23

Nov-23
112353

Dec-23

Jan-24

Feb-24  Mar-94

Apr-24

May-24

Jun-24

5.02

IMPS (No.in Cr) 46.81 4897 4892 4729 4929 | 4724
NPCI Retail Transaction value (Y-o-Y Gr%) 2114 23.89 26.71 20.61 2352 | 2599 | 2114 | .16 2851 22.19 23.95 22.01 22.83 22.96
NPCI Retail transactions volume (Y-o-Y G1%) 42.09 44.83 46.68 43.68 4259 | 46.93 44.96 44.63 50.01 46.69 44.24 42.86 44.14 39.05

CPI(Y-0-Y Gr’) 487 .44 6.83 487 5.95 5.69 510 5.09 485 483 480 5.08 354
Core CPI (Y-0-Y Gr) 511 4.9 479 452 4.26 411 3.89 3.59 3.37 324 323 312 3 3.3
WPI (Y-0-Y Gr%) -4.18 -1.23 0.46 0.07 026 | 039 0.86 0.33 0.20 0.26 119 274 3.3 204
Petroleum Consumption (YoY G1%) 9.11 487 11.69 197 191 4.3 9.41 0.46 A8 | 1B -2.56 §.18 9.35 4.28
Consumer Durables (YoY Gr') 6.78 3.6 6.02 0.97 1593 | 483 524 | 1158 | 125 | 953 9.99 12.63 8.65

Consumer Non Durables (YoY Gt%) 0.9 8.33 9.93 2.66 9.29 -3.38 3.04 0.30 317 522 -2.46 254 143

Unemployment (YoY Gr'%) 8.45 7.9 8.10 .10 1010 | 916 8.65 6.80 8.00 740 8.10 .93 1.9 8.03

Merchandise Export (YoY Gr%) -18.82 1003 | 347 -2.78 580 | 327 | 080 | 426 | 1187 | 057 199 1341 2.54 148
Merchandize Import (YoY Gr%) -16.84 -16.12 0.68 -14.03 9.55 -4.33 -1.79 0.98 12.19 -5.98 10.69 7.44 4.96 7.46
Service Export (YoY Gr’) 3.5 8.10 8.34 -2.14 10.66 4.16 174 10.75 343 -1.40 17.65 10.25 3.68 8.41
Service lmport (YoY Gr) -1.02 -2.26 .87 -10.41 041 | 113 | -1.05 0.10 172 2.12 19.14 543 307 5.87
E Way bill generated (Nos. in Cr) 8.61 8.80 9.34 9.20 10.03 8.76 9.53 9.60 9.73 10.35 9.67 10.32 10.01 10.49
Air Fright (YoY Gr'%) .76 -1.16 6.86 0.5 13.15 6.58 1080 | 1552 | 2266 | 17.32 9.98 1557 15.94 18.06
GST Collection (YoY Gr%) 1167 1081 10.76 10.17 1337 | 1512 | 1028 | 1039 | 1254 | 1117 1242 10.13 1.63 10.28
Govt Expenditure (YoY G1%) .2 84.55 10.55 319 1401 | -13.82 113 1403 | 2044 0.62 39.26 -31.87 -18.42

Source: CEIC, RBI, UBI research
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Disclaimer:
The views expressed in this report are personal views of the author(s) and do not necessarily reflect the views
of Union Bank of India. Nothing contained in this publication shall constitute or be deemed to constitute an
offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Union Bank
of India and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or
reliability of any information contained herein or otherwise provided and hereby disclaim any liability
regarding the same.

Classification: Internal




