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Key Highlights:

1. State of the Economy: The balance of risks is increasingly tilted towards a darkening global outlook and emerging
market economies (EMEs) appear to be more vulnerable. Waning input cost pressures, still buoyant corporate sales
and turn-up in investments in fixed assets are heralding the beginning of an upturn in the capex cycle in India which
will contribute to a speeding up of growth momentum in the Indian economy.

2. An Anatomy of Inflation’s Ascent in India: The initial inflationary pressure was delivered by successive supply shocks
but as their impact waned, a revenge rebound in spending and especially a swing from goods to contact-intensive
services is generalising price pressures and making them persistent. Transitory shocks, particularly in vegetables,
however, imparted some volatility in headline numbers.

3. Government Finances 2022-23: A Half-Yearly Review: The finances of the Central government as well as the States
improved significantly in H1:2022-23 with receding negative spillover effects induced by the pandemic, even as the
war in Europe has led to targeted fiscal measures.

4. A Composite Coincident Index for Unorganised Sector Activity in India: Since the cyclical pattern and seasonal
variation in agriculture and non-agriculture activity differ substantially, separate UNCCls are developed for agricultural
and non-agricultural activity. An overall UNCCI is then generated by taking a weighted average of the two, where
respective sectoral share in overall GVA are used as weights.

5. Agriculture in 2022-23: Kharif Performance and Rabi Outlook: In 2022-23, though the cumulative southwest
monsoon rainfall was above normal, its uneven temporal and spatial distribution and heavy rains towards the end of
the season could have an adverse impact on the standing Kharif crop production. As regards the Rabi outlook, the
prospects for wheat production are good with higher MSP, adequate reservoir levels and soil moisture conditions, and
climatic factors supporting higher acreage and yield.

6. Financial Inclusion through Microfinance — An Assessment of the North-eastern Region of India: Microfinance,
which took roots in the southern region, has over time spread to the historically under-banked eastern and north-
eastern regions, thus, partly bridging the regional banking divide. However, there are state-level differences in the
access and usage of microfinance within the north-eastern region. Going forward, the focus on the north-east needs
to be sustained, while giving greater attention to States that are relatively underserved within this region to further
the cause of financial inclusion.
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State of the Economy—Global:

With every passing day, the balance of risks gets increasingly tilted towards a darkening global outlook for 2023, the year
that will bear the brunt of monetary policy actions of this year. Emerging market economies (EMEs) appear even more
vulnerable, having battled currency depreciations and capital outflows in addition to slowing growth and high inflation.

The outlook is overcast for 2023 with indications of weaker Fig1: GDP Growth Projections — Select AEs and EMEs
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Looking beyond, a mild recovery is projected to get underway in most countries in 2024. Emerging Asia will likely become
the world’s engine of growth, collectively accounting for close to three-quarters of global growth in 2023 and around
three-fifths in 2024.

Fig 2: Global GDP Nowcasts

a. Global GDP Growth Nowcast (Adjusted Series, QoQ) b. Global GDP Growth Nowcast (Adjusted Series, QoQ)
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State of the Economy—Domestic:

On the domestic front high frequency indicators suggest that domestic economic activity remained resilient in November
and early December. The outlook for private consumption and investment is looking up, although relatively higher
inflation in rural areas is muting spending in those regions. Net exports are restrained by the global slowdown.
Agricultural and allied activities and contact-intensive services are leading the supply response, with industry on an
uneven recovery. In response, capital flows to India are strengthening. Business and consumer confidence is turning up,
and expectations of a better second half of 2022-23 relative to the first half are being reflected in forward-looking surveys.

OECD’s economic outlook released in November 2022 has noted that India is the only major economy that is likely to
grow in excess of 5.5% during 2023 and 2024.

Fig 3: GDP Actual and Nowcasts Fig 4: Domestic Activity Index
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E-way bills generation breached the 80 million mark in November, led by an increase in movement of goods within states .
Toll collections strengthened both in volume and value terms, recording a series high of 4645.6 crore in November 2022.
Fuel consumption accelerated in November on a low base of contraction a year ago. The eightmonth peak in fuel
consumption was led by increase in consumption of diesel as demand from the agriculture sector resumed post monsoon
along with a pick-up in demand for transport. Sales of automobiles registered growth in November on a low base of
contraction a year ago. The momentum of sales eased, particularly for entry level segments, even as total sales volumes
breached levels recorded in pre-pandemic February 2020. In the trade, hotels and transport sector, hotel occupancy rates
declined to an eight month low of 57.2% in October as the end of the festival season reduced corporate demand even as
the revenue per available room and average room rates remained above 2019 levels for the seventh straight month. Sales
of fast-moving consumer goods (FMCG) products declined in November over the previous month by 16.3 per cent as
festival fatigue reduced demand. On a YoY basis too, demand contracted by 2.7%. The decline in rural sales was steeper at
(-) 17%, while urban sales contracted by (-) 10.1% over October 2022.
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Fig 5: E-way Bills & Toll Collection
a. E-way Bills b. Toll Collections
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Fig 6: Auto Mobile Sector Indicatrs
a. Petroleum Consumption b. Automobile Sales
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c. Vehicle Registrations
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Higher government spending and the return of foreign portfolio investor (FPI) inflows eased liquidity conditions in the
banking system in the second half of November through December 11, 2022. Consequently, average daily absorption
under the liquidity adjustment facility (LAF) increased to "1.9 lakh crore during November 15 through December 11, 2022
from "1.3 lakh crore during mid-October to November 14. Of the daily average surplus liquidity during November 15 to
December 9 2022, "1.5 lakh crore has been absorbed through the overnight standing deposit facility (SDF), while the
remaining was mopped up through variable rate reverse repo (VRRR) auctions. On a net basis (adjusted for repo and
marginal standing facility (MSF)), liquidity absorption averaged “1.0 lakh crore during the period under review, increasing
from "0.25 lakh crore in the preceding period. As liquidity conditions improved, banks’ recourse to the MSF moderated to
an average of '0.03 lakh crore during the second half of November through December 11, 2022 from "0.18 lakh crore
during mid-October to November 14. The two fortnightly VRRR auctions of "1.5 lakh crore each on November 18 and
December 2 received a lukewarm response of ‘52,065 and "31,234 crore, respectively. Banks tended to avoid locking in
large amounts before the policy announcement in anticipation of rate hikes.

Reflecting the improvement in systemic liquidity, the weighted average call rate (WACR) eased to 5.96% (on an average)
during mid-November to December 11 as compared to 6.03% during late October to mid-November 2022. In tandem,
rates in the collateralized segment also softened, with trip arty and market repo rates trading on average 10 bps each,
respectively, below the policy repo rate. Across the term money segment, rate on 3-month treasury bill (T-bill), 3-month
certificates of deposit (CDs) and 3-month commercial paper (CPs) traded 17 bps, 64 bps and 102 bps, respectively, above
the MSF rate. The average risk premia in the money market (measured as the spread of 3-month CP rate minus 91-day
treasury bill rate) at 84 bps during November 15-December 9 was similar to 88 bps during the period October 15-
November 14, 2022 reflecting stable funding conditions in the money market. In the primary market, fund mobilisation
through CD issuances has been robust at "3.96 lakh crore during the year so far (up to December 2), higher than "0.78 lakh
crore for the corresponding period a year ago. This reflects banks’ additional demand for funds to meet the funding gap
between buoyant credit offtake and relatively modest deposit growth. On the other hand, CP issuances have declined to
*9.3 lakh crore during the year so far (up to November 30) from “14.1 lakh crore for the corresponding period a year ago,
as the appetite for bank credit improved.

In the fixed income market, bond yields extended a softening bias in tandem with the easing of US treasury yields and the
decline in international crude oil prices. The rally in the bond market was fuelled by the moderation of inflation in India
and the US, coupled with a growing consensus over a slower pace of rate hikes. The Indian benchmark yield on the 10-
year G-sec softened from a high of 7.51% at the close on October 21 to 7.30% on December 9, 2022 . In response to the
monetary policy announcement on December 7, the yield on the 10-year G-sec hardened intermittently before closing
only 2 bps higher than the previous day’s close at 7.27%. The muted reaction in the bond market suggests that the action
was largely priced in by market participants. Across the curve, G-sec yields declined sharply, particularly for the short and
long-end segment, even as the mid-segment registered a more modest decline. While long-term yields have been infl
uenced by global factors during the current policy tightening cycle, domestic policy measures seem to have a larger
bearing on short-term rates.

Reserve money (RM) excluding the first-round impact of change in cash reserve ratio (CRR) rose by 7.7% on a YoY basis as
on December 2, 2022 (7.9% a year ago). Currency in circulation (CiC) — the largest component of RM — recorded a growth
of 8.0% (7.6% a year ago). Money supply (M3 ) grew by 8.9% as on November 18, 2022 (9.5% a year ago), primarily driven
by its largest component — aggregate deposits with banks, which grew by 9.1% (9.8% a year ago). Scheduled commercial
banks’ (SCBs’) credit has registered double digit growth since April 2022 and stood at 17.2%as on November 18, 2022
(7.0% a year ago).
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Fig 7: Developments in the G-sec Market
a. Movement in the 10-year G-sec Yield b. G-sec Yield Curve
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Fig 8: Financial Markets - Rates and Spread Fig 9: Monetary and Credit Aggregates
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Amidst bouts of volatility, domestic equity markets touched a string of new highs during November, supported by rising
expectations that domestic infl tion may have peaked. Higher foreign portfolio investor (FPI) flows amidst improved risk
sentiments and a less hawkish US Fed also helped the markets. During the first half of December, markets have
moderated amid increased uncertainty regarding future Fed policy path following stronger-than expected US payrolls
data. Overall, the BSE Sensex increased by 2.4 per cent since the start of November to close at 62,182 on December 09,
2022.

Gross inward foreign direct investment (FDI) moderated to USS$ 44.2 billion during April-October 2022 from USS$ 48.6
billion a year ago. Net FDI, however, increased to USS 22.7 billion during this period from USS 21.3 billion a year ago,
mainly due to a decline in outward FDI by India. The majority of FDI equity inflows was received by manufacturing, retail
and wholesale trade, financial services, computer services and communication services during April October 2022.
Singapore, Mauritius, and the US were major source countries of FDI during this period.

FPIs remained net purchasers in the Indian markets for the second month in succession amidst expectations of slowdown
in the pace of rate hikes by the US Fed, softening crude oil prices, and steady macroeconomic performance of the
domestic economy. Net FPI flows to India were to the tune of USS 4.7 billion in November 2022, mainly in the equity
market. However, in December 2022 (up to 13th), Indian markets witnessed FPI outflow of USS 0.3 billion. During
November 2022, financial services, oil, gas and consumable fuels, and information technology sectors attracted the bulk
of FPI investment in equity market. According to Institute of International Finance (lIF), Indian markets received more FPI
investment than other emerging market economies (EMEs), except China and Taiwan, in November 2022.

External commercial borrowing (ECBs) registrations during April-October 2022 stood at USS 12.4 billion. Net ECB inflows,
however, were negative as principal repayments (USS 14.3 billion) exceeded gross disbursements (US$ 12.3 billion). The
end use pattern of the ECBs revealed more funds intended for on-lending/sub-lending, followed by funds raised for
refinancing of earlier ECBs and for new projects.

Fig 10: Foreign Direct Investment Fig 11: Net Foreign Portfolio Investment
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Fig 12: ECB Fund Use Approvals Fig 13: Overall Cost of ECBs
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An Anatomy of Inflation’s Ascent in India:

Source: National Securities Depository Limited

With the worst of the pandemic’s two devastating waves having been weathered and unfavourable base effects being up
to January 2022, the Monetary Policy Committee (MPC) in its meeting in February 2022 projected average inflation at
4.5% during 2022-23 on ebbing COVID-19 infections, easing supply chain pressures, normal monsoons and global
commodity prices moving in a range-bound manner.

Important characteristic of this unique inflation experience is that momentum remained persistently positive for all the
three major groups, viz., food, fuel and core (excluding food and fuel) during February-October 2022. By August, food
became the dominant driver of headline price movements. In contrast, the momentum of fuel price changes ebbed and
base effects remained favourable. The momentum of core price changes remained positive and volatile, overwhelming
generally favourable base effects. In October, the core component registered a sharp pick-up in momentum, the largest
since April 2022. These shifts are unusual in the history of inflation in India. In November, for the first time since January

2022, headline inflation fell below 6% due to a sharp drop in vegetables prices, even as momentum in the fuel and core
categories remained positive.

Although the accumulation of price pressures has been sustained across all the major groups, the pressure points turned

out to be food and core. In fact, CPI core, where prices tend to be sticky, contributed substantially to the price buildup
since March.

The initial contributors to the food price buildup were cereals, edible oils, meat and fi sh. By May, milk and products
joined these drivers, along with spices and prepared meals. Upside pressures were amplified by the waning of the effect
of the usual seasonal moderation in vegetables prices. By August, there was a shift in drivers. Global edible oil prices
registered a plunge, but the sustained price build-up in cereals, vegetables, milk and spices offset it. In November, a sharp
drop in vegetables prices pulled the cumulative food price momentum downwards, even though almost all other major
sub-groups registered further price increases.
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Fig 14: Cumulative Price Build Up

Fig 15: CPI Food and Beverages - Cumulative Price Build Up
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In the case of fuel, the price build-up occurred predominantly through a sharp rise in kerosene prices along with a pick-up
in LPG prices. From August, kerosene prices started to edge down in response to falling international prices.

The price build-up in the core category has been persistent across sub-constituents. In the initial months, the largest
contributors were clothing, transportation and communication, and personal care and effects. Under transportation, the
main driver was the increase in pump prices during March-April following the spike in crude oil prices since the start of the
conflict. Between March 22 and April 6, 2022, petrol and diesel retail selling prices were increased by around “10 per litre
in 14 revisions. By June, the impact of transportation waned as pump prices fell on a reduction in excise duties.
Nevertheless, the second-round impact on transportation costs and fares sustained the price momentum in this category.
Progressively, price pressures started to get broad-based covering clothing, household goods and services, personal care
and effects, health, education and housing, i.e., 73% of core CPI.

Fig 16: CPI Excluding Food and Fuel - Cumulative Price Build-up
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Government Finances 2022-23: A Half-Yearly Review:

In line with the previous year, more than 50 per cent of the budgeted total receipts of the Central government were
realized during H1:2022-23. On the other hand, the total expenditure of the Central government remained contained at
46.2% of budget estimates (BE), as against an average of 53.5% of BE during 2017-18 to 2019-20, despite the challenges
posed by the war in Europe on macroeconomic outcomes. The fiscal performance of the States has been robust, with an
improvement in their budgetary deficits in H1:2022-23. The States’ total receipts have been strong, as reflected in a
higher proportion of budgeted total receipts collected in H1:2022-23, compared to those collected in the previous years.
On the expenditure side, the States have expended 39.1% of their budgeted total expenditure during H1:2022-23, broadly
in line with their past spending patterns.

Fig 17: Total Receipts and Expenditure in H1
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Source: Controller General of Accounts (CGA); and Comptroller and Auditor General (CAG)

Revenue receipts: Revenue receipts of the Central government registered a growth of 5.2% in Q1:2022-23, as robust
growth in tax revenues was partly offset by a contraction in non-tax revenues on the back of lower dividend transfer from
the Reserve Bank. With a pick-up in non-tax revenues in Q2:2022-23, the growth in revenue receipts improved to 11.2%.
Non-debt capital receipts increased by 278.0% in Q1:2022-23, led by the successful initial public offer (IPO) of Life
Insurance Corporation of the Central government registered a growth of 5.2% in Q1:2022-23, as robust growth in tax
revenues was partly offset by a contraction in non-tax revenues on the back of lower dividend transfer from the Reserve
Bank. With a pick-up in non-tax revenues in Q2:2022-23, the growth in revenue receipts improved to 11.2%. Non-debt
capital receipts increased by 278.0% in Q1:2022-23, led by the successful initial public offer (IPO) of Life Insurance
Corporation (LIC), but remained lackluster in Q2:2022-23.

The Centre’s direct tax collections registered a YoY growth of 23.2% in H1:2022-23, led by the growth in income tax and
corporation tax by 25.7% and 21.6%, respectively. On the other hand, while the Centre’s indirect tax collections increased
by 11.9% during H1, there was a contraction in customs and union excise duty collections on account of (i) cuts in excise
duty on petrol and diesel in May 2022, and (ii) reduction in customs duty on key raw materials and inputs for the steel and
plastic industry as well as commodities such as cotton and vegetable oil, which were aimed at taming inflation.
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Fig 18: Quarterly Breakup of the Centre’s Receipts

a. Revenue Receipts b. Non-Debt Capital Receipts
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The GST collections (Centre plus States) have remained buoyant, recording a YoY growth of 32.2% and averaging "1.5 lakh
crore during H1:2022-23, as against an average of "1.1 lakh crore during H1:2021-22. In Q1:2022-23, the GST collections
recorded a growth of 37.1% whereas in Q2:2022-23 it registered a growth of 27.5% on a YoY basis.

Fig 19: GST Collections
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Source: Press Information Bureau (PIB) releases

Centre’s non-tax revenues contracted in Q1:2022- 23 due to lower surplus transfer from the Reserve Bank but witnessed a
sharp up-tick in Q2, primarily owing to an increase in non-tax collections from economic services. However, on the

disinvestment front, 37.8% of the budgeted disinvestment target of '65,000 crore has been raised in H1, primarily owing
to the LIC IPO.
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Fig 20: Non-tax Revenue and Disinvestment Receipts of the Central Government
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Expenditure: In 2022-23 (BE), the total expenditure of the central government was budgeted to grow by a modest 4.6%,
on top of 7.4% growth in 2021-22 (RE), with revenue expenditure growth budgeted at 0.9 per cent and capital
expenditure growth at 24.5%. However, in March 2022 the Union government announced Phase VI of the Pradhan Mantri
Garib Kalyan Anna Yojana for the period April to September 2022, with an estimated additional cost of 80,000 crore.8
Subsequently, Phase VII of the scheme was also announced for the period October-December 2022, with an estimated
additional cost of "44,762 crore.

Further, the Union government has approved additional fertiliser subsidy of “1.13 lakh crore over and above the budget
estimates, to insulate the farmers from rising international fertilizer prices. The Union government also placed before the
Parliament the fi rst batch of supplementary demand for grants for 2022-23 during the winter session of the parliament
which involved additional cash outgo. Owing to these developments, the growth in total expenditure and revenue
expenditure is expected to exceed the budget estimates.

During H1:2022-23, total expenditure recorded a YoY growth of 12.2%, with revenue expenditure and capital expenditure
increasing by 6.0% and 49.5%, respectively. Even though in H1:2022- 23 around half of the budgeted capital expenditure
has been spent, it has recorded a high YoY growth of 49.5% attributable to the frontloading of capital expenditure vis-a-vis
previous years. In this period, key ministries such as the Ministry of Road Transport and Highways, the Ministry of Defence
and the Ministry of Railways have accounted for more than 80% of the total capital expenditure.

Going forward, in H2:2022-23, after accounting for the impact of major post-budget announcements, total expenditure
growth is likely to spike to 14.9%, with revenue expenditure growth picking up to 13.8% and capital expenditure slowing
down to 20.6%.

The trend in quarterly expenditure indicates a decline in expenditure growth from Q1:2022-23 to Q2:2022-23. In the case
of revenue expenditure as well as capital expenditure, the expenditure growth in Q2:2022-23 turned out to be lower vis-a
-vis the corresponding period of the previous year viz., Q2:2021-22. This is primarily due to the base effect, as Q2:2021-22
recorded high expenditure growth when expenditure had to be frontloaded and expanded to deal with the second wave
of the pandemic.
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Fig 21: Capital Expenditure in H1:2021-22 and H1:2022-23 Fig 22: Capital Expenditure in H1:2021-22 and H1:2022-23
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Fig 23: Quarterly Expenditure of the Central Government

a. Revenue Expenditure b. Capital Expenditure
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Fig 24: Quarterly Expenditure on Major Subsidies by the Central Government
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A Composite Coincident Index for Unorganised Sector Activity in India:

Nearly half of the measured economic activity in India takes place in the unorganised or informal sector, measurement of
which remains a major challenge. The share of the unorganised sector in overall GVA reduced from 45.5% in 2011-12 to
43.5% in 2020-21 - a meagre drop of 2 percentage points over a decade. While the organised segment registered an
average nominal growth of 9.8%, the unorganised counterpart clocked in 8.9% growth in the last decade. As has been
widely conjectured, the lop-sided impact of the pandemic on the informal sector during 2020-21 is corroborated by the
contraction of 3.9% in the unorganised sector GVA vis-a-vis the marginal expansion of 0.2% in organised sector GVA in
2020-21.

At the sectoral level, the unorganised activity is largely concentrated in four sectors — agriculture, forestry and fi shing;
construction; trade, repair, hotels and restaurants; and real estate, ownership of dwellings and professional services.
Compared to their decadal average, the informal segment in all sector except agriculture, mining and quarrying, electricity
and construction suffered loss of share in 2020-21. T

he pandemic-induced asymmetric impact is visible in both manufacturing and services. Within manufacturing, while
organised sector nominal GVA grew by 2.6% the unorganised component contracted by 16.6% in 2020-21. Similarly,
within services, though both organised and unorganised constituents of hotels and restaurants; other services; transport;
trade and repair; and construction registered a contraction, the contraction was more entrenched in the latter.

Fig 25: Sectoral Growth in GVA

a. Sector-wise Growth in Manufacturing GVA b. Sub-Sector wise Growth of Services GVA: 2020-21
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From the employment perspective, informal worker in India comprises — (i) home-based worker, self-employed worker, or
a wage worker in the unorganised sector; and (ii) worker in the organised sector. As per the Economic Survey 2021-22,
roughly 98% were in the unorganised sector and 90% were engaged in informal employment. As on 2019-20, 89% of the
workforce was in the informal sector while 82.2% worked in unorganised sector. Nevertheless, as 98% of unorganised
workers also fall under informal sector category, both the terms may be used interchangeably irrespective of the

conceptual difference.
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Fig 26: Share in Formal and Informal Sector Employment
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Formal sector employment registered deeper contraction as
compared with informal sector employment during the COVID
period. This could be due to large share of informal
employment in the agriculture sector which was exempted

from lockdowns and other restrictive measures.

Informal employment growth displayed a downward trend
since the second half of 2019-20. However, informal sector
did exhibit
unorganised GVA growth, a key reason being the small sample

employment not strong coherence with

size and disguised unemployment. In contrast to large scale

output loss on account of COVID-19, informal sector

employment showed resilience during the first wave of COVID-
19.

Agriculture in 2022-23: Kharif Performance and Rabi Outlook:

The key factors driving agricultural production in India include; (a) the cumulative amount of rainfall during both SWM and
NEM and its temporal and spatial distribution; (b) access to irrigation; (c) timely availability of quality seeds (d) timely and
adequate supply of chemical fertilisers and pesticides; (e) labour availability; (f) price expectations; and (g) MSP and
procurement policies announced by the government. As in other South Asian economies, Indian agriculture is fraught with

risks arising from any of these factors.

Kharif Production: The production of kharif foodgrains in 2022-23, as per the First Advance Estimates (AE), is estimated at
149.9 million tonnes, 3.9% lower than kharif foodgrains production of 156.0 million tonnes in 2021-22 (4th AE). Despite
deficient rains, Uttar Pradesh recorded highest share in the overall food grain production followed by Madhya Pradesh.
While Rajasthan (25.5%), followed by Telangana (13.6%), recorded highest growth in the foodgrain production mainly on
account of adequate rainfall However, the YoY growth was negative in Bihar, Uttar Pradesh, Jharkhand and Tamil Nadu.
The share of area under the kharif crops has been highest in Rajasthan, followed by Uttar Pradesh and Madhya Pradesh .
In terms of productivity of foodgrains, Punjab is at the top followed by Tamil Nadu and Haryana.

Fig 27: Production of Kharif Foodgrains (2022-23)
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Rabi Outlook: The harvesting of kharif crops is generally followed by the sowing of rabi (winter) crops from October. On
average, wheat (48%, gram (chana) [23.7%, and rapeseed & mustard (10%) comprise the major share in overall rabi
acreage. As regards the price, wheat had highest inflation owing to the production loss due to the occurrence of
prolonged heat waves during the harvesting stage as well as the reduction in global wheat supply in the wake of
geopolitical conflict. With domestic open market prices prevailing above MSP, the public procurement of wheat was lower
by 56.6% as compared to the previous year. Being exclusively a rabi crop, the new harvest of wheat would be available
from April 2023. Hence, wheat stock with the government continues to fall with offloading under various food support
schemes and is thus, pulling up the prices throughout the ongoing rabi marketing season.

Financial Inclusion through Microfinance — An Assessment of the North-eastern Region of
India:

Financial inclusion has been a key priority for India. Since finance serves as a catalyst for economic development, the
relevance of fi nancial inclusion stretches beyond the realm of finance to socioeconomic development.

The financial inclusion policy, as espoused by the RBI and the Government of India as part of the financial inclusion plans
(FIPs) and Pradhan Mantri Jan Dhan Yojana (PMJDY) is associated with meeting bankspecific targets of (a) opening bank
branches/outlets; (b) opening basic savings bank deposit accounts (BSBDAs) for savings, payments and credit (overdraft);
and (c) Kisan Credit Cards (KCCs) and General Credit Cards (GCCs). Even though the introduction of microfinance in India
predates the formal adoption of financial inclusion as a policy objective, it fi ts into the policy on financial inclusion in
many ways.

Among SHGs, women’s groups have been the most dominant. Moreover, the penetration of microfinance has been more in rural than
in urban areas. About 67% of the total SHGs were financed under the National Rural Livelihood Mission (NRLM) as compared to only
about 5 per cent under the National Urban Livelihood Mission (NULM) in 2021-22.

Concentration of Microfinance in Eastern and Southern Regions: The microfinance portfolio is skewed with the eastern and
southern regions together accounting for close to 60% of the total amount of microfinance disbursed and number of active
microfinance loans in 2021-22. Earlier studies had identified the southern region as having the highest concentration of microfinance
However, going by the striking ascent of microfinance in the eastern region in recent years, it can be concluded that this region has
emerged as another hub of microfinance. Despite its proximity to the eastern region, the share of the north-east has been in single
digits and the lowest among all regions; the region has, in fact, been seen losing its share in recent years. The usage of microfinance
too was the most widespread in the eastern and southern regions. There were two loans reported per every unique borrower in these
two regions, indicating higher intensity of microfinance.

Reasonable Spread of Microfinance in North-east: Based on the indicators of access and usage of microfinance, the penetration
of microfinance seemed reasonable in the north-east; it was, of course, much less compared to the eastern and southern regions.
Although only about three-fourth of the districts from the north-east were covered by microfinance in 2020- 21, on most indicators of
access and usage, the northeast scored reasonably well. To illustrate, per 1000 women, there were 27 saving-linked SHGs as
compared to the national average of 18. Furthermore, the region had four credit-linked SHGs per 1000 women, again closer to the
national average. On an average, every unique borrower reported two microfinance loans, which was also comparable with the
national average. The penetration of microfinance in the central, northern and western regions was relatively weak. The national
average for most indicators of access and usage of microfinance was pulled down by these three regions.
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The north-east as a whole scores well on most indicators of access and usage of microfinance. However, the development of
microfinance is not uniform within the region. Tripura and Assam score high on most indicators of microfinance. By contrast Arunachal
Pradesh, the far-eastern state of India, is on the other extreme in penetration of microfinance. The remaining north-eastern states are
positioned between these two ends with varying degrees of microfinance access and usage.

Fig 28: Microfinance Availability per Borrower in the North-eastern States compared with All-India
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Source: MFIN

Conclusion:

As we come to the end of yet another turbulent year, the global economy is still marred by profound shocks and
unprecedented uncertainty. Mixed signals are emanating from the geopolitical situation and financial market volatility. In
the beginning of this year (2022), just as the COVID-19 pandemic was receding, the war in Ukraine overwhelmed the
world in a black swan moment and fundamentally altered the global economic outlook. Surges in food and energy prices
and shortages in key staples have severely affected the poorer sections across the world. Though international food,
energy and other commodity prices have eased moderately in recent times, infl ation remains high and broad-based. The
IMF has projected that more than one-third of the global economy will contract this year or next year. While no country is
spared the ill-effects of such large shocks, emerging market economies (EMEs), especially the ones dependent on food,
energy and commodity imports, have been the worst affected.

In this hostile international environment, the Indian economy remains resilient, drawing strength from its macroeconomic
fundamentals. Our financial system remains robust and stable. Banks and corporate are healthier than before the crisis.
Bank credit is growing in double digits for 8 months now. India is widely seen as a bright spot in an otherwise gloomy
world. Yet, our inflation remains elevated, as in most parts of the world. Global spillovers continue to impart high volatility
and uncertainty.

As we enter 2023, India’s G20 presidency provides us a historic opportunity to play a bigger role in the international
arena.
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Some Important Domestic Statistics:
Fig 29: Deployment of Gross Bank Credit by Major Sectors
(¥ Crore)
Outstanding as on Growth (%)
Mar.25, Financial
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1 2 3 4 % %
L Cross Bank Credit (TT+IIT) 11891314 | 11044619 ( 12630051 | 12889117 84 17.9
. Food Credit 35011 63697 21788 15655 534 -50.7
ML Non-food Credit 11836304 | 10980922 | 12608263 | 12863462 8.7 153
1. Agriculture & Allied Activities 1461719 1400032 1561537 1590138 8.8 13.6
1. Industry (\ficro and Small, Aedinm and Large ) 3156067 1897434 3240817 3290554 43 13.6
2.1 Micro and Small ! 532792 458263 572958 551961 36 204
12 Medium 213994 168815 225083 221072 33 310
13 Large 2408279 2270356 2442775 2517351 45 109
3. Services 3017258 2712122 3112163 | 3321383 10.1 115
3.1 Tramsport Ciperators 155352 141959 157763 160815 35 133
3.1 Computer Software 20899 20923 21519 X2337 6.9 6.8
33 Tourizm, Hotels & Restaurants 64378 60625 66098 63733 -1.0 52
34 Shipping 8436 1574 7245 2690 30 147
3.5 Awiation 23979 29114 23409 23955 01 177
3.6 Drofeszional Services 116742 108668 120581 124331 6.7 14.6
3.7 Trade 696301 637971 745734 T46578 72 17.0
3.7.1 Wholesale Trade 351213 326520 377709 372358 6.0 14.0
3.7 Retil Trade 345088 311451 368025 374220 84 202
3.8 Commercial Real Estate 291168 276817 297707 303139 48 102
3.8 Non-Banking Financial Compamies (NBFCS o iz, 1078447 910287 1171658 | 1235742 16.4 380
3.0.1 Housing Finance Companies (HECs) ' 278979 253950 302864 303430 935 203
3.0.2 Public Financial Instingtiens (FFIs) 144121 90734 152802 168466 169 857
3.10 Other Services 3 561556 518185 610451 09230 86 17.7
4. Personal Loans 3381699 3136729 3702006 | 3TTO285 11.5 0.2
4.1 Consumer Durahles 27628 22102 335086 727 237 571
4. Housing 1684424 1571738 1BO5808 | 1823900 g4 16.2
43 Advances against Fixed Deposits 78730 68529 96332 08302 249 434
44 Advances to Individuals against share & bonds 6161 5760 6636 6E06 10.5 182
4.5 Credit Card Outstanding 147789 139493 167179 179178 212 284
4.6 Education 82723 80480 89537 20410 93 123
4.7 Vahicle Loans 402689 377920 449531 461375 14.6 71
4.8 Loan against gold jewellery 75311 72420 80617 23620 11.0 15.5
40 Other Parzonal Loans 876244 798287 972861 Qg0067 13.0 40

£, Prionity S8000T pamo)
5.1 Apriculnure & Allied Activities * 1484923 1412497 1601293 | 1623408 93 148
5.2 Micro & Small Enterprises 5 1377848 1234124 1483856 | 1430352 38 159
5.3 Medium Enterprises g 351900 261845 371997 368542 50 411
54 Housing 616814 579082 625520 631708 24 21
5.5 Education Loans 58118 509497 58881 59415 22 0.1
5.6 Benewahle Energy 3538 2073 3750 4191 185 102.1
5.7 Soial Infrastracture 2483 2718 2412 2402 -33 -13.6
5.8 Export Credit 23330 22584 15577 16900 275 2251
50 Others 37159 38287 46305 43069 183 142
5.10 Weaker Sections inchuiding net PSLC- SF/MF 1180928 1046402 1317533 1337739 13.3 278

Source: RBI
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Some Important Domestic Statistics:
Fig 30: Industry-wise Deployment of Gross Bank Credit
(% Crore)
Omtstanding as on Crowth {#4)
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202 Dmgs & Pharmaceuticals 410493 344528 42110 66715 a3l 22l
203 Petmo Chenicals 19623 X335 1840 21985 120 -1

204 COthers MBS TIBLG L] oaTeL 173 Eb
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1.15 Vehicles, Vehicle Parts & Transport Equipment E0R06 23829 01973 4584 53 124
116 Gems & Jewellery 80512 T4278 T80 TR -3 50
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2181 Power 611410 584408 GI0063 G25330 8 7.
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2183 Roads 20395 251848 ATEd43 27031 33 138
2184 Airports 1 2] 7605 8572 287 353 182
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119 Orcher Industries 153823 21546 24524 250088 -1.5 134
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Some Important Domestic Statistics:
Fig 31: Union Government Accounts at a Glance
Indmsiry Weight -1 2I1-12 April-September September
aI1-12 r-13 1 012
1 2 E 4 5 ] 7
Ceneral Index 100 00k 1181 1314 13623 1350 135 1335
1 Sectoral Classification
1.1 Mining 14.37 1010 1133 1041 108 5 05.1 L5
1.2 Mamnfacmring 77 1172 1510 1254 1330 1319 1343
1.3 Elecmicity T4 1576 170.1 1744 1932 1479 15874
1 Use-Based Classification
21 Prmary Goods 3405 1181 1285 1241 1355 1173 1282
2.3 Capizl Goods 812 758 8|7 832 o972 833 1020
2.3 Intermediate Goods 17.22 124.7 14308 1338 1482 1420 1458
24 Infrastacture’ Consmoction Goods 1234 147 1482 1415 151.8 1450 155.8
2.5 Consmmer Durablas 1284 1012 1138 1077 1192 131.0 1251
2.6 Consmmer Mon-Durablas 1533 1421 146.7 1432 1382 1473 1360
Source: Controller General of Accounts (CGA), Ministry of Finance, Government of India and Union Budget 2022-23.
Fig 32: Average Daily Turnover in Select Financial Markets
(T Crarel
Ttem 1021-22 1021 o1l
Ot 29 Sep. 23 Sep. 30 Ot 7 Ot 14 Oct 21 Ovt. 28
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102 182-Day 0 2329 3379 s ] o509 2618 1591 EY. 1]
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11.1 FBI - 3B 1444 479 188 7 128 4

Source: Controller General of Accounts (CGA), Ministry of Finance, Government of India and Union Budget 2022-23.
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no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this
Research Report. It is also confirmed that We/l, the above mentioned Research Analyst(s) of this Research Report have not
received any compensation from the subject companies mentioned in the Research Report in the preceding twelve months
and do not serve as an officer, director or employee of the subject companies mentioned in the Research Report.

Terms & Conditions and Other Disclosures:

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of
Financial Products. SMIFS Limited is registered as Research Analyst Entity with Securities & Exchange Board of India (SEBI) with
Registration Number — INH300001474.

SMIFS and our associates might have investment banking and other business relationship with a significant percentage of
companies covered by our Research Analysts. SMIFS generally prohibits its analysts, persons reporting to analysts and their
relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without any
notice. The Research Report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or
to the media or reproduced in any form, without prior written consent of SMIFS Limited. While we would endeavor to update
the information herein on a reasonable basis, SMIFS is under no obligation to update or keep the information current. Also,
there may be regulatory, compliance or other reasons that may prevent SMIFS from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or policies of SMIFS, in circumstances where SMIFS might be acting in an advisory capacity to this company, or
in certain other circumstances.

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no
independent verification has been made nor is its accuracy or completeness guaranteed. This Research Report and information
herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to
buy or sell or subscribe for securities or other financial instruments. Securities as defined in clause (h) of section 2 of the
Securities Contract Act, 1956, includes Financial Instruments, Currency and Commodity Derivatives. Though disseminated to all
the customers simultaneously, not all customers may receive this Research Report at the same time. SMIFS will not treat
recipients as customers by virtue of their receiving this Research Report. Nothing in this Research Report constitutes
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to
your specific circumstances. The securities discussed and opinions expressed in this Research Report may not be suitable for all
investors, who must make their own investment decisions, based on their own investment objectives, financial positions and
needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason. SMIFS accepts no liabilities whatsoever for any loss or
damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a guide to future
performance. Investors are advised to see Risk Disclosure Document
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to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set
forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. The
information given in this report is as of date of this report and there can be no assurance that future results or events will be
consistent with this information. The information provided in this report remains, unless otherwise stated, the copyright of
SMIFS. All layout, design, original artwork, concepts and intellectual Properties remains the property and copyright of SMIFS
and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the
SMIFS.

SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason
including network (Internet) reasons or snags in the system, breakdown of the system or any other equipment, server
breakdown, maintenance shutdown, breakdown of communication services or inability of SMIFS to present the data. In no
event shall SMIFS be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential
damages, losses or expenses arising in connection with the data presented by the SMIFS through this report.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a) Exchange
Rates can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by numerous market
factors, including world and notional economic, political and regulatory events, events in Equity & Debt Markets and changes in
interest rates; and (c) Currencies may be subject to devaluation or government imposed Exchange Controls which could affect
the value of the Currency. Investors in securities such as Currency Derivatives, whose values are affected by the currency of an
underlying security, effectively assume currency risk.

Since associates of SMIFS are engaged in various financial service businesses, they might have financial interests or beneficial
ownership in various companies including the subject company/companies mentioned in this Research Report.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i) from
time to may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged in any other
transaction involving such Securities and earn brokerage or other compensation of the Subject Company/ companies
mentioned herein or act as an Advisor or Lender/Borrower to such Companies or have other potential/material Conflict of
Interest with respect to any recommendation and related information and opinions at the time of the publication of the
Research Report or at the time of Public Appearance.

SMIFS does not have proprietary trades but may at a future date, opt for the same with prior intimation to Clients/ Investors
and extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore should be
considered as interested.

The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any particular
Investor; Clients/ Readers/ Subscribers of this Research Report are requested to take independent professional advice before
investing, however the same shall have no bearing whatsoever on the specific recommendations made by the analysts, as the
recommendations made by the analysts are completely independednt views of the Associates of SMIFS even though there
might exist an inherent conflict of interest in some of the stocks mentioned in the Research Report.

The information provided herein should not be construed as invitation or solicitation to do business with SMIFS.

SMIFS or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of
the Company mentioned in the Research Report as of the last day of the month preceding the publication of the Research
Report.

SMIFS encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research
Report. Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have any material conflict
of interest at the time of publication of this Research Report or at the time of the Public Appearance, if any.
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SMIFS or its associates might have managed or co-managed public offering of securities for the subject company or might have
been mandated by the subject company for any other assignment in the past twelve months.

SMIFS or its associates might have received any compensation from the companies mentioned in the Research Report during
the period preceding twelve months from the date of this Research Report for services in respect of managing or co-managing
public offerings, corporate finance, investment banking, brokerage services or other advisory service in a merger or specific
transaction from the subject company.

SMIFS or its associates might have received any compensation for products or services other than investment banking or
brokerage services from the subject companies mentioned in the Research Report in the past twelve months.

SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the
subject companies mentioned in the Research Report or third party in connection with preparation of the Research Report.

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.
The Research Analysts might have served as an officer, director or employee of the subject company.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may have been
engaged in market making activity for the companies mentioned in the Research Report.

SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the information
presented in this Research Report.

A graph of daily closing prices of the securities/commaodities is also available at www.nseindia.com and/or www.bseindia.com,

www.mcxindia.com and/or www.icex.com.

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting
Equity Research Analysis activities in last 3 years.

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident
of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would
be contrary to law, regulation or which would subject SMIFS and affiliates to any registration or licensing requirement within
such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are required to inform themselves of and to observe such
restriction.
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Specific Disclosures

« SMIFS, Research Analyst and/or his relatives does not have financial interest in the subject company, as they do not have
equity holdings in the subject company.
o SMIFS, Research Analyst and/or his relatives do not have actual/beneficial ownership of 1% or more securities in the

subject company.

o SMIFS, Research Analyst and/or his relatives have not received compensation/other benefits from the subject company in
the past 12 months.

o SMIFS, Research Analyst and/or his relatives do not have material conflict of interest in the subject company at the time of
publication of research report.

o Research Analyst has not served as director/officer/employee in the subject company
o SMIFS has not acted as a manager or co-manager of public offering of securities of the subject company in past 12 months.

o SMIFS has not received compensation for investment banking/ merchant banking/brokerage services from the subject
company in the past 12 months

o SMIFS has not received compensation for other than investment banking/merchant banking/brokerage services from the
subject company in the past 12 months.

o SMIFS has not received any compensation or other benefits from third party in connection with the research report.

o SMIFS has not engaged in market making activity for the subject company

Analyst holding in stock: NO
Key to SMIFS Investment Rankings

Buy: Return >15%, Accumulate: Return between 5% to 15%, Reduce: Return between -5% to +5% , Sell: Return < -5%

Contact us:
SMIFS Limited. (https://www.smifs.com/)

Compliance Officer:

Sudipto Datta

5F Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No.: +91 33 4011 5414, +91 33 6634 5414

Email Id: compliance@smifs.com

Mumbai Office:

206/207, Trade Centre, Bandra Kurla Complex (BKC), Bandra East, Mumbai — 400051, India
Contact No: (D) +91 22 4200 5508, (B) +91 22 4200 5500

Email Id: institutional.equities@smifs.com

Kolkata Office:

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No: (D) +91 33 6634 5408, (B) +91 33 4011 5400
Email Id: smifs.institutional@smifs.com
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