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Continued focus on Capital Expenditure

Capex to remain key driver

Buoyant Tax collections
aiding revenue

Total Receipts (net of borrowing) for
FY2025 estimated at INR 32.1 trn,
against FY2024 number of INR 27.9 trn

Non-Tax Revenue estimated significantly
higher for FY2025 at INR 5.5 trn (vs INR
4.0 trn in FY2024)

Total expenditure to increase to INR
48.2 trn in FY2025 from INR 44.4 trn
in FY2024

Capital expenditure for FY2025
estimated at INR 11.1 trn (in line with
Interim Budget estimate), vs FY2024
actuals of INR 9.5 trn (17% y-o0-y
Increase)

Revenue expenditure estimates higher
by around INR 500 bn (at INR 37.09 trn)
from the Interim Budget estimates

Interest free loans to States for Capex to
continue

Subsidy expenditures projected
to decline

Fertilizer subsidy expected to fall to INR
1.6 trn in FY2025 (vs INR 1.9 trn in
FY2024)

Food subsidy estimated to be marginally
lower at INR 2.1 trn

Government has balanced the need for fiscal consolidation while continuing to fuel growth

Source: Indian Union Budget Document, Bloomberg, July 2024

Any views expressed were held at the time of preparation is based on the information available in the public and are subject to change without notice. While any forecast, projection or target
where provided is indicative only and not guaranteed in any way. HSBC Asset Management India accepts no liability for any failure to meet such forecast, projection or target. Past performance

is not a reliable indicator of future performance.
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Walking the talk on fiscal consolidation

Government announced fiscal deficit numbers lower than market expectations

Revenue numbers seem
reasonable

Nominal GDP expected to grow
at 10.5% in FY2025 (FY2024
GDP growth number at 9.6%)

Net Tax Receipts to increase
from INR 23.2 trn in FY2024 to
INR 25.8 trn in FY2025

Revenue from Dividend from
Public Sector Enterprises and
Divestment estimated at INR
560 bn, RBlI and PSU Bank
dividend budgeted at INR 2.3 trn

Fiscal numbers look credible; Net borrowing numbers only marginally lower

Expenditure driven majorly
through Capex

Revenue to Capital expenditure
lower than FY2024, but
marginally higher than Interim
Budget estimate

Subsidy expenditure lower than
last year actuals by around INR
320 bn

Borrowing numbers lower
than Interim Budget

Gross market borrowing for
FY2025 announced at INR 14.0
trn (vs Interim Budget estimate
of INR 14.1 trn), with Net
market borrowing at INR 11.6
trn (including utilization from
GST compensation fund)

Borrowing through Small
Savings at INR 4.2 trn (~26% of
fiscal deficit funding), lower
than both FY2024 and Interim
Budget FY2025 numbers

Fiscal Deficit better than
market expectations

Fiscal Deficit target for FY2025
estimated at 4.9% (~ 20 bps
lower than the Interim Budget
estimate of 5.1%)

Government focused on
bringing down Fiscal Deficit to
4 5% in FY2026

Beyond FY2026, Government
committed to maintain a
declining path for Debt to GDP
ratio, iImplying a continuing
fiscal consolidation

Source: Indian Union Budget Document, Bloomberg, July 2024
Any views expressed were held at the time of preparation is based on the information available in the public and are subject to change without notice. While any forecast, projection or target
where provided is indicative only and not guaranteed in any way. HSBC Asset Management India accepts no liability for any failure to meet such forecast, projection or target. Past performance

is not a reliable indicator of future performance.
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Key Takeaways of the Union Budget

¢ Government will continue its focus on fiscal consolidation ¢ Yields of Government securities moved higher by 1-2 bps
without compromising on growth post the announcement, however markets recovered as

the day progressed
¢ Fiscal Deficit numbers for FY2024 and FY2025 were below

market consensus, adding credibility to reaching a target ¢ Corporate bonds also moved broadly in line with Govern-
of 4.5% by FY2026 ment securities

¢ \While markets were expecting a larger reduction in net ¢ \We continue to maintain our positive duration bias on in-
borrowing at a Fiscal Deficit number of 4.9%; however net terest rates

borrowing was only lower by INR 120 bn

We believe there can be a favourable case to add duration to investor portfolios with a

1.5 - 2 year investment horizon

Source: Indian Union Budget Document, Bloomberg, July 2024
Any views expressed were held at the time of preparation is based on the information available in the public and are subject to change without notice. While any forecast, projection or target

where provided is indicative only and not guaranteed in any way. HSBC Asset Management India accepts no liability for any failure to meet such forecast, projection or target. Past performance
is not a reliable indicator of future performance.

PUBLIC
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Disclaimer

This document has been prepared by HSBC Asset Management (India) Private Limited (HSBC) for information purposes only and should not be construed as i) an offer or recommendation to
buy or sell securities, commodities, currencies or other investments referred to herein; or ii) an offer to sell or a solicitation or an offer for purchase of any of the funds of HSBC Mutual Fund; or
iii) an investment research or investment advice. It does not have regard to specific investment objectives, financial situation and the particular needs of any specific person who may receive
this document. Investors should seek personal and independent advice regarding the appropriateness of investing in any of the funds, securities, other investment or investment strategies that
may have been discussed or referred herein and should understand that the views regarding future prospects may or may not be realized. In no event shall HSBC Mutual Fund/HSBC Asset
management (India) Private Limited and / or its affiliates or any of their directors, trustees, officers and employees be liable for any direct, indirect, special, incidental or consequential damages
arising out of the use of information / opinion herein. This document is intended only for those who access it from within India and approved for distribution in Indian jurisdiction only.
Distribution of this document to anyone (including investors, prospective investors or distributors) who are located outside India or foreign nationals residing in India, is strictly prohibited.
Neither this document nor the units of HSBC Mutual Fund have been registered under Securities law/Regulations in any foreign jurisdiction. The distribution of this document in certain
jurisdictions may be unlawful or restricted or totally prohibited and accordingly, persons who come into possession of this document are required to inform themselves about, and to observe,
any such restrictions. If any person chooses to access this document from a jurisdiction other than India, then such person do so at his/her own risk and HSBC and its group companies will not
be liable for any breach of local law or regulation that such person commits as a result of doing so.

Document intended for distribution in Indian jurisdiction only and not for outside India or to NRls. HSBC MF will not be liable for any breach if accessed by anyone outside India. For more
details, refer website.

Investments in mutual funds and secondary markets inherently involve risks and recipient should consult their legal, tax and financial advisors before investing. Recipient of this document
should understand that statements made herein regarding future prospects may not be realized. Recipient should also understand that any reference to the indices/sectors/securities/schemes
etc. in this article is only for illustration purpose and are NOT stock recommendation(s).

© Copyright. HSBC Asset Management (India) Private Limited 2024, ALL RIGHTS RESERVED.
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Mutual Fund investments are subject to market risks, read all scheme related documents carefully. CL1655
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