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Fiscal maths for Budget ‘24

Given a slowing economy, how govt manages its finances is keeping everyone guessing

DIPAK MONDAL @ New Delhi
WITH the Union Budget
around the corner, there has
been a lot of curiosity over the
Central government finances
in 2023-24.

In the current financial year,
the government has managed
tosail through many challeng-
es and is looking to excel on
several fiscal parameters. But
how the government manages
its finances in the next finan-
cial year, given a slowing econ-
omy and global recession, is
keeping everyone guessing.

This newspaper looked
through several macroeco-
nomic reports, and talked to
experts to gauge the general
sense on how they feel the gov-
ernment would present a lay-
out of its revenue and expendi-
ture in the Budget this year.

Revenue collection

In the current financial year,
central government’s gross tax
revenue collections are going
to exceed the Budget targets by
nearly ¥2-3 lakh crore, and ex-
perts believe tax collection
would show a modest growth
in the next financial year as
well. ICRA estimates the gov-
ernment’s gross tax revenues
in FY2024 around Rs. 34 lakh
crore, registering a year-on-
year growth of 9.4% (over
FY2023 projection). Goldman
Sachs is more optimistic on
gross tax revenue collection
with a 10.5% growth estimate.
In FY 23, the gross tax collec-
tion is likely to be around Rs 30
lakh crore.

ICRA’s lower than double-
digit growth in tax revenue is
largely due to a likely reversion
of excise duty on auto fuels to
pre-Covid levels, as well as
moderate projections on the
customs duty front. Goldman
Sachs expects excise duty mop
up to fall to 1.0% of GDP (from
estimated 1.1% of GDP in

GOVERNMENT FINANCES IN FY24

RUN-UP TO FY24 estimates Fy23

Goldman DBS  ICRA  Budget
Sachs Bank Estimates

Nominal GDP growth (%) n 10 110 'n

Total Revenue receipts (¥lakh cr)* 27 26 . n

Gross tax collection (¥lak crore) 345 33 34 215

Total Expenditure (¥lakh cr) 46.5 43.7 - 39.5

Revenue expenditure (Zlakh Cr) 1 34.5 - 32

Capital Expenditure (Zlakhcrore) 8.5 9.2 9 15

Gross Borrowings (ZLakh cr) 16.8 155 14.8 14.31

Fiscal deficit (% of GDP)

FY23). The revenue receipts
could be constrained by lower
proceeds from disinvestment
as well as non-tax revenues like
dividend from RBI and CPSEs.

Expenditure

Big challenge for finance min-
ister Nirmala Sitharaman
would be to keep expenditure
budget in control and strike a
fair balance between capex
and administrative expenses.
One of the biggest positives
for the government on expend-
iture side would be recent dis-
continuation of free food pro-
gramme, which was unveiled
to provide food relief during
the pandemic. Most analysts
believe the move would see
food subsidy bill not exceeding
22 lakh crore in FY24. In the
fiscal, food bill was likely to
touch %3 lakh crore, if not for
discontinuance of free food
programme. “Fiscal impact of
this reorientation of subsidy
programme will be net posi-
tive, resulting in a smaller out-
lay in FY24, resulting in sav-
ings of 0.6-0.7% of GDPB” says
Radhika Rao of DBS Bank.

* Total revenue receipt is arrived after deducting states share from
the gross tax revenue and adding non-tax revenue

Analysts expect fertiliser
subsidy to come down in FY24.
“Global commodity prices,
which rose in 2022 on the back
of Russia-Ukraine conflict,
have normalised and the outgo
on fertiliser subsidy may fall
in FY24. We expect fertiliser
subsidy in FY24 to return to
pre-Covid average of 0.5% of
GDP,” says Goldman Sachs as
it sees subsidy bill coming
down from 2.1% of GDP in
FY23 to 1.5% of GDP in FY24.
Interest payments would con-
tinue to account for 22-25% of
total expenditure. Experts say
the quality of spending in the
budget would improve with
more allocation towards capex
than revenue expenditures,
which are expenses towards
payment of interest, salaries,
pensions and subsidies.

ICRA says the government
may target a double-digit
growth in capex to ¥8.5-9 lakh
crore in FY24, as against 7.5
lakh crore in FY2023. In con-
trast, ICRA believes
revenue spending to rise by a
relatively muted 3% due to a
lower outgo on account of food
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and fertiliser subsidy.
Fiscal Consolidation

A Goldman Sachs report esti-
mates the central government
will consolidate fiscal deficit by
50 basis points to 5.9% of GDP
in 2023-24, as against 2022-23
budget estimates of 6.4%. The
basis of Goldman Sachs esti-
mate is lower expenditure on
subsidies, a robust 12% growth
in tax revenue and an 11% nom-
inal GDP growth rate. “In FY24,
based on our nominal GDP
growth forecast of 11% YoY, we
expect income and corporate
tax revenue to grow 12% each...
we would expect non-debt capi-
tal receipts to be at same level
as in FY23 at 0.2% of GDP..
Considering the above and fac-
toring in the 60bp consolidation
from reduction in subsidy
spending as explained earlier,
we estimate the government
will consolidate fiscal deficit by
50bp to 5.9% in FY24.”
Radhika Rao, senior econo-
mist at DBS Banks pegs the fis-
cal deficit at 5.9%, while rating
agency ICRA expects the fiscal
deficit to be at 5.8% in FY24.
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Oil facing a barrier

CRUDE CHECK. Watch out for 36,750

—
Akhil Nallamuthu
bl. research bureau

China reopening its border after
three years and a moderation in
the US inflation triggered a rally
in crude oil prices last week. The
inflation in the US cooled to 6.5
per cent in December from 7.1
per cent in the month before.

This led to crude oil posting a
strong weekly gain of 9 per cent
as the Brent futures on the Inter-
continental exchange ended the
week at $85.6 per barrel. Simil-
arly, the crude oil futures on the
Multi Commodity Exchange
(MCX) surged 5.1 per cent to
close the week at ¥6,462.

The rally was despite the data
from the US Energy Information
Administration showing that the
inventories shot up. The crude
oil stocksinthe USincreased bya
massive 19 million barrels
against the expected drop of 2
million barrels for the week
ended January 6.

MCX-CRUDE OIL (%36,462)

The January futures of crude oil
soared and closed the week at
¥6,462 versus the preceding
week’s close of ¥6,149. While
fundamentally there has been
some optimism of late, the chart
shows that the price is still below
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the key 36,750 resistance. Only a
breach of this can turn the short-
term technical outlook bullish.

Should there be a rally above
6,750, the contract will most
likely surpass ¥7,000 and touch
¥7,500. But if bears can regain
traction on the back of the bar-
rier, the downtrend will resume
and the contract might see its
price falling to 5,900 at first
with potential extension of the
downswing to ¥5,600.

Trading strategy: Last week,
we recommended going short
with average selling price at
6,275 with stop-loss at ¥6,750.
Hold these shorts as the contract
is below the ¥6,750 resistance.
Going ahead, revise the stop-loss
down to 6,050 when price falls
below ¥5,900 and tighten it fur-
ther to 5,900 when the contract
goes below %¥5,750. Exit the
shorts at ¥5,600.
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Crupe WaTcH
OIL UP MORE THAN 1%

(Ol prices gained about $1 a barrel, supported by figures showing
US consumer prices unexpectedly fell in December and by
optimism over Chinas demand outlook. REUTERS
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Q3 petrol offtake on fire as Indians splurge on mobility

ON THE ROAD TO PROSPERITY. Consumption doubles in 10 years in an indication of growing affluence of masses, including consumers in rural areas

—
Rishi Ranjan Kala
New Delhi

India’s petrol consumption hit
an all time high during the Octo-
ber-December quarter this fiscal
reaching almost 9 million
tonnes (mt) aided by growing af-
fluence as consumers splurged
on personal vehicles, particu-
larly two-wheelers.

According to the data from
Petroleum Planning and Ana-
lysis Cell (PPAC), petrol con-
sumption rose more than 7 per
cent y-o-y and 3.5 per cent se-
quentially to hit 8.9 MT in the
third quarter, which is also the
festival season for the world’s
third largest energy consumer,
in FY23. It is also the highest
motor spirit (MS) consumption
so far for the third quarter of any
financial year, pointing towards
growing affluence as Indians, in-
cluding consumers in rural
areas.

Petrol consumption, which
accounted for 16 per cent of the
total petroleum products con-
sumed till December in FY23,
can primarily be attributed to
growth in the personal mobility
segment.

GROWING DEMAND
Hetal Gandhi, Director (Re-
search) at Crisil Market Intelli-
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gence and Analytics, pointed out
that petrol has had the second
largest consumption among pet-
roleum products, after diesel, in
FY23 y-t-d (April-December).
Over the past five years, pet-
rol demand has witnessed a
steady growth of 5 per cent
between fiscals 2017-22. MS de-
mand reached historical highs in
Q3 FY23, witnessing a growth of

8 per cent during the period, she
noted.

“Incremental growth can be
primarily attributed to improv-
ing personal transport driving
growth. A key indicator for
growth in mobility is witnessed
by improvement in volume of
tolling receipts, between Octo-
ber-December ~ 2022.  The
volume of tolling receipts col-

lected improved by 31 per cent
y-o-y indicating a healthy
growth in personal mobility,”
Gandhi said.

Demand for petrol is largely
driven by the automobile seg-
ment, primarily two-wheelers
and passenger cars, which ac-
count for around 99.5 per cent of
consumption.

The Indian automobile in-
dustry registered its best-ever
annual performance last calen-
dar year with passenger vehicle
sales clocking about 38 lakh
units (37.93 lakh units). Its pre-
vious best was in 2018 at 33 lakh
units.

Similarly, pan-India retail
sales of two-wheelers stood at
around 1.54 crore in calendar
year 2022, a growth of 13.31 per
cent over 2021 and 10.50 per
cent over 2020.

GROWTH MOMENTUM
Gandhi expects that post the de-
cline in three consecutive fisc-

als, demand for two-wheelers is
expected to improve by 21-23
per cent y-0-y in FY23. Demand
for passenger cars is also expec-
ted to grow by 27-29 per cent y-
o-yinFY23.

“Demand for petrol and diesel
sawahealthy trendin FY23 y-t-d
(April-December), witnessing a
growth of 15 per cent and 14 per
cent y-o-y, respectively. Going
forward, we expect marginal
moderation in demand post
festive season coupled with
slowdown in economic activity.
This is expected to weigh down
demand,” she added.

However, Crisil Research ex-
pects petrol and diesel demand
to improve by 9-11 per cent and
6-8 per cent y-o-y, respectively
in Q4 FY23 over a healthy base
of the previous year. For FY23,
the agency expects petrol and
diesel demand to grow by 10 per
cent and 13 per cent y-o-y, re-
spectively, pushing overall con-
sumption to historical highs.
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Technical Call:
Qil India - Buy

Gurumurthy K
bl. research bureau

Investors with a long-
term perspective can buy
the shares of Oil India
(X223.40) at  current
levels. The stock has seen
a consistent rise in the
last quarter of 2022,

This upmove has con-
tinued well in the first
two weeks of the New
Year too. The stock has
surged over 17 per cent in
the first two weeks of this
month. The moving aver-
age crossover on the
monthly chart
strengthens the bullish
case. It indicates that the
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downside could be lim-
ited. Immediate support
is in the ¥205-200 region.
Below that, ¥189-186 is
the next strong support.

The scrip can rally to
260-270 over the next
two-three quarters. A de-
cisive break above 270
will boost the bullish mo-
mentum. Such a break
will open doors for the
stock to target ¥345-350
over the next couple of
years.

Investors can buy now
and accumulate on dips at
¥208 and X195, if a pull-
back is seen. Keep a stop-
loss at X155. Trail the
stop-loss up to ¥245 when
the stock touches ¥260.
Move the stop-loss fur-
ther up to ¥290 when the
stock touches ¥320 on the
upside. Exit at ¥340.

In case the stock fails to
breach I270 and turns
down, then there could be
fall to 200.

So, the price action
around 270 will need a
close watch.
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