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Key Highlights:

e State of the Economy: Emerging markets are appearing more resilient than in the year gone by, but their biggest risks
in 2023 stem from US monetary policy and the US dollar. In India, the softening of commodity prices and other costs
amidst strong revenues appears to have boosted corporate performance. Macroeconomic stability is getting bolstered
with inflation being brought into the tolerance band and lead indicators suggesting that the current account deficit is
on course to narrow through the rest of 2022 and 2023.

® Productivity Growth in India: Productivity growth can be achieved either through resource reallocation or
technological progress. Reallocation of resources from low to high productive sectors accounted for 63% of aggregate
productivity growth and 5% of output growth during 2001-2019. A sub-period analysis shows that the aggregate total
factor productivity growth increased from 1.33% during 2001-10 to 2.72% during 2011-19 mainly driven by within
industry improvement in technological progress. The top-performing sectors that contributed to aggregate
productivity are textiles, machinery equipment, and financial and business services.

e What Drives Startup Fundraising in India? There has been an upward level shift of fundraising by the Indian start-ups
post-2014. This has been contributed to by the Startup India initiative, along with other enabling policies and the
increasing digitalisation of the economy. COVID-19 provided a temporary boost to fundraising. At the aggregate level,
long-run start-up funding is largely driven by the excess return offered by the domestic equity market over the global
benchmark, and by the level of domestic economic activity. At the firm level, unconventional factors like the
educational background of founders, pre-existing relationships with institutional investors and popularity matter for
fundraising, in addition to the scale already achieved and the sector of operation.

e Open Market Operations in India: In a modern market-based monetary policy operating framework, open market
operation (OMO) is the principal instrument of liquidity management by central banks. Globally, the scale and extent
of OMOs — both sales and purchases — have increased significantly over the past fifteen years. By augmenting/
mopping up systemic liquidity, OMOs help in modulating yields which transmit to other financial market instruments.
In the Indian context, OMOs are instruments for altering durable liquidity conditions in the system barring special
transactions such as Operation Twist (OT). OMO purchases increase the domestic assets in the balance sheet of the
Reserve Bank, and also the reserve money, and vice versa for OMO sales.
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State of the Economy—Global:

Weakening demand conditions, some lingering supply bottlenecks and resurgent COVID infections characterise the global

outlook for 2023. Central banks are moderating the pace of monetary policy tightening as inflation eases grudgingly across

the globe in sync with moderating commodity prices, although it remains in high reaches and well above targets.

Accordingly, their forward guidance has reiterated their commit

ment to break inflation and anchor inflation expectations.

The IMF expects one-third of the world to be in recession in 2023. In its latest Global Economic Prospects (GEP) released

on January 10, 2023 the World Bank points to a prolonged
slowdown in the global economy with growth pegged at 2.2%
in 2023 — the third lowest in three decades. For advanced
economies (AEs), growth has been revised downwards by 170
basis points relative to June 2022 projections to 0.5% whereas
for emerging market economies (EMEs), it has been lowered by
80 basis points to 3.4%.

During Q3:2022, growth in the OECD countries remained flat at
0.6%. Against this backdrop, RBI’'s model based nowcast
projects global GDP growth momentum to remain unchanged
in Q4:2022.

Among high frequency indicators, the global
index (PMI) at 48.2

continued to contract as output decreased for the fifth

composite
purchasing managers’ in December
successive month. World merchandise trade volume growth
slowed to 3.2% YoY in October 2022 due to negative
momentum as well as an unfavourable base effect. Global
commodity prices remained range bound in December, as
slowing global growth dampened demand while Russia-Ukraine
tensions posed upside risks. Crude oil prices traded at an

Fig 1: GDP Growth Projections — Select AEs and EMEs
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average of USS 80.9 per barrel in December, taking cues from demand concerns and imposition of the price cap by G7.

Fig 2: Global GDP Nowcasts

a. Global GDP Growth Nowcast (Adjusted Series, q-0-q)

Global GDP Growth Nowcast (Adjusted Series, q-0-q)
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State of the Economy—Domestic:

The Indian economy exhibited resilience, with growth impulses stemming from domestic drivers. Supply responses are
improving with index of supply chain pressure for India (ISPI) declining to below historical average levels since August. In
consonance, the economic activity index extracted from high frequency indicators (HFIs) in a dynamic factor model

showed an uptick in activity in November 2022. Accordingly, RBI’s nowcast of GDP growth for Q3:2022-23 is placed at
4.5%.

As per the first advance estimates of national income, the Indian economy is projected to clock a growth of 7.0% in 2022-
23. Consequently, real GDP surpassed its pre-pandemic level by 8.6%. Private final consumption expenditure (PFCE) — the
mainstay of aggregate demand — staged an uptick, registering a growth of 7.7% on the back of a buoyant revival in contact
-intensive activity, including travel and tourism, and an upbeat festival season. Growth of government final consumption
expenditure (GFCE) at 3.1% remained muted as the fiscal consolidation was accompanied by a reorientation of focus on
capital expenditure. Gross fixed capital formation (GFCF) remained strong with double-digit growth, primarily aided by the
government’s thrust on infrastructure. Accordingly, the real GFCF to GDP ratio increased to 33.9% in 2022-23 from 32.5%
in the preceding year. On the other hand, multiple headwinds — commodity price shocks; tightening financial conditions;
and resurgence of COVID-19 in some economies — thwarted external demand in 2022-23. India’s exports, after exhibiting
a remarkable recovery post-COVID with growth of 24.3% in 2021-22, moderated to 12.5% in 2022-23. With the growth in

imports at 20.9% outpacing the growth in exports, the drag from external demand was at an unprecedented high of 7.1%
of GDP.

Fig 3: GDP Actual and Nowcasts Fig 4: Economic Activity Index

b: GDP - Actual and Nowrcast a: Economic Activity Index
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In recent developments, E-way bill volumes reflected sustained growth in underlying economic activity, breaching the 80
million mark in December for the second consecutive month. This was led by an increase in the movement of goods
within States. Toll collections strengthened both in volume and value terms, recording a high of 4,939.8 crore in
December 2022. Lead indicators for the transport sector, however, paint a mixed picture. Fuel consumption rose in
December, with petrol and diesel consumption remaining elevated, aided by agricultural demand from rabi sowing. Sales
of automobiles recorded a sequential drop, in spite of strong demand for sports utility vehicles (SUVs) and mid-segment
cars. Vehicle registrations declined for both transport and non-transport vehicles as pentup demand lost steam. Even

though the festival season brought some respite, sales of two wheelers, three wheelers, motorcycles and tractors
remained muted due to weak rural demand.
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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 Indicators
a. Petroleum Consumption b. Automobile Sales
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Prevailing surplus liquidity conditions were interrupted by outflows in the banking system via payments under goods and
services tax (GST) and quarterly advance tax, before increased government spending towards the end of the month
helped ease the strain. Refl ecting these developments, average daily absorption under the liquidity adjustment facility
(LAF) narrowed to 1.5 lakh crore during December 12 through January 15, 2023 from 1.9 lakh crore during mid-November
through December 11, 2022. The overnight standing deposit facility (SDF) absorbed 1.3 lakh crore, while variable rate
reverse repo (VRRR) auctions accounted for the rest.

Declining surplus liquidity prompted a few banks to take recourse to the marginal standing facility (MSF), which rose to
33,224 crore on December 30, the highest in nearly two months. On a net basis (adjusted for repo and MSF), average
absorption declined to 0.6 lakh crore during the period under review from 1.0 lakh crore in the preceding period.
Reflecting the tightness in liquidity conditions, the fortnightly variable reverse repo rate (VRRR) auction fetched a lower
amount of 13,453 crore on December 16 and 27,084 crore for the fortnight beginning December 30, 2022.

In the primary market, fund mobilisation through CD issuances has been robust at 4.9 lakh crore during the year so far (up
to December 30), considerably higher than 0.9 lakh crore for the corresponding period last year. This reflects banks’
additional demand for funds to bridge the funding gap between buoyant credit off take and modest deposit growth.
Furthermore, banks also raised funds through bond issuances, which surged to 0.9 lakh crore in the first nine months of
2022-23, as against 0.7 lakh crore during 2021-22. On the other hand, CP issuances have declined to 10.5 lakh crore during
the year so far (up to December 31) from 16.2 lakh crore for the corresponding period a year ago, as the appetite for bank
credit improved.

In the fixed income market, the yield on the 10- year G-sec benchmark gradually firmed up in tandem with rising US
treasury yields, which surged after Japan unexpectedly raised its cap on 10-year Japanese government bond yields,
triggering a sell-off in global bond markets. The yield on the 10-year G-sec benchmark hardened from a low of 7.22% at
the close on December 14 to 7.3% on January 13, 2023.

Across the term structure, G-sec yields moderated sharply at the short-end of the yield curve, which is indicative of lower
rate hike expectations. While long-term yields are more influenced by global factors during the current policy tightening
cycle, domestic policy measures seem to have a larger bearing on short-term rates. Corporate bond yields and spreads
remained stable across the rating spectrum.

Reserve money (RM) excluding the first-round impact of change in cash reserve ratio (CRR) increased by 9.3% on a YoY
basis as on January 6, 2023 (7.7% a year ago). Currency in circulation (CiC) — the largest component of RM — recorded a
growth of 7.9% same as a year ago. Money supply (M3 ) grew by 8.7% as on December 30, 2022 (9.9% a year ago),
primarily driven by its largest component — aggregate deposits with banks — which grew by 8.7% (10.3% a year ago).
Scheduled commercial banks’ (SCBs’) credit, which has registered double digit growth since April 2022, stood at 14.9% on
December 30, 2022 (9.3% a year ago).

Non-food credit growth has been broad-based across sectors, led by retail loans and loans to the services sector. Credit to
agriculture and allied activities grew sequentially, aided by a higher agriculture lending target and the priority sector push.

Industrial credit outstanding rose to "32.9 lakh crore in November 2022 as against the pre-Covid level of “28.7 lakh crore in
February 2020. Micro, small, and medium enterprises’ (MSMEs) share in industrial credit increased to 23.7% from 17.7%
during the period. This also benefi tted from the policy focus on MSME lending in the wake of the pandemic. Large
industries credit off take posted a turnaround with positive momentum. Among sectors, metal products and construction
were the key drivers. Contribution to momentum by the services sector has been strong during the current financial year,
boosted by non-banking financial companies (NBFCs).
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Fig 7: Developments in the G-sec Market
a. Movement in 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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Overall, the Indian equity market outperformed most global peers during 2022, on the back of sustained support from
domestic institutional investors (DlIs). It has been found that in the recent period the sensitivity of equity returns in India
to FPI flows has declined.

In the beginning of January 2023, Indian equities were volatile ahead of the release of the US FOMC minutes. The
benchmark indices bounced back, subsequently, taking positive cues from global market expectations of slower policy
rate hikes in the US. The gains could not be sustained, however, and the BSE Sensex and Nifty 50 declined by 1.2 per cent
each during January 2023 so far to close at 60,093 and 17,895, respectively, on January 16, 2023.

Gross inward foreign direct investment (FDI) moderated to USS 48.8 billion during April-November 2022 from USS$ 55.3
billion a year ago. The majority of FDI equity inflows was received by manufacturing, computer services, financial services,
retail and wholesale trade and communication services. Singapore, Mauritius, and the US were the major source countries
of FDI during this period. Net FDI decreased to USS$ 20.4 billion during this period from USS 23.5 billion a year ago, mainly
due to a moderation in gross FDI flows and an increase in repatriation of FDI.

FPIs turned net sellers in domestic financial markets in December 2022, with net outflows to the tune of USS$ 0.6 billion in
that month alone, equally distributed between equity and debt segments. Within equity, outflows were reported in
information technology (IT), oil, gas and consumable fuels, and power sector stocks whereas fast-moving consumer
goods, consumer services and realty sectors attracted fresh investments. In January 2023 (up to 13th), net sales by FPIs
were to the tune of USS$ 1.9 billion.

Gross disbursements of external commercial borrowings (ECBs) to India at US$ 13.4 billion during April-November 2022
moderated from USS$ 17.0 billion a year ago. On a net basis, ECBs recorded outflows of USS 2.9 billion as against net
disbursement of USS 6.2 billion in the previous year. The share of ECB used for new projects and import of capital goods
increased during 2022-23 so far as compared to the previous year. During November 2022, ECBs were mainly raised for
local sourcing of capital goods, import of capital goods and new projects.

Fig 10: Foreign Direct Investment Fig 11: Net Foreign Portfolio Investment
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Fig 12: ECB - Registration, Inflow and Outflow Fig 13: End —use of the registered ECBs (April-November)
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Productivity Growth in India:

India is characterized by large productivity gaps across sectors. From 2011 to 2019, agriculture TFP grew at 2.8% per
annum, whereas within the manufacturing sector, industries like textiles, nonmetallic mineral products and transport
equipment witnessed more than 4% TFP growth during the same period. Market services, on the other hand, witnessed
lower productivity growth than non-market services from 2011 to 20191 . The large productivity differentials are
indicative of allocative inefficiencies between the sectors. If these allocative inefficiencies are improved, then it could be a
potential engine of growth and GDP can be increased by shifting resources from low to high-productive sectors.

Share of agriculture in total GVA has declined from 36.3% in the 1980s to 18.6% during 2018-19. The fall in agriculture
share is associated with a rapid increase in output in services sectors, especially market services and finance & business
services. The share of industry in GVA remains stagnated. In terms of employment, the share of the agriculture sector has
also decreased from 69.4% in the 1980s to 41.3% during 2018-19. Till now, the agriculture sector remains the largest
employment-generating sector for the Indian economy. The decline in the employment share of the agricultural sector
has not been reflected in the equivalent rise of that in the industrial share. The stagnancy of employment in the industry
was associated with a rapid increase in construction sector jobs from 2% in the 1980s to 12% in 2018-19. Employment
share in the business and financial services increased from 0.5% in 1980 to 4% in 2018-19. In other market services like
trade, hotel restaurants, transport and storage employment share increased from 8.6% in 1980 to 18.6% in 2018-19.
Services in 2018- 19 accounted for more than 50% of value-added and one-third of employment share in India.

In terms of the productivity gap across sectors, it is observed that agricultural labour productivity in 2017-18 has been
0.67 times lower than the overall labour productivity of the economy. However, labour productivity in mining is observed
to be higher due to higher capital intensity in the sector. Other sectors, where sectoral productivity is higher than the
national average, include manufacturing, financial and business services and utilities. It is worth mentioning that the
labour productivity in the financial and business services sectors is 5.5 times higher than the average labour productivity
of the economy, whereas labour productivity in manufacturing is only 58 per cent higher than the average labour
productivity. This indicates that there exists a large productivity differential across sectors.

RBI Bulletin
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Fig 14: Sectoral Share in GVA and Employment
a. Sectoral share in GVA b. Sectoral share in employment
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The income distribution across sectors shows that the average labour income share in construction is 40% higher than in
the agriculture sector. In fact, the construction sector is considered to be a low-skill intensive sector and therefore, the
sector provides an easy channel for agriculture workers to relocate. Migration from the agriculture sector to construction
takes place due to higher wages in the latter with the same level of skill formation of the labourers. On the other hand, as
industry is capital intensive in nature, the labour income share in the industry is much lower than the economy-level wage

share.

Fig 15: Labour Productivity Gaps across Sectors in India

Fig 16: Relative Labour and Capital Income Share in Sectors
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What Drives Startup Fundraising in India?

Over the past decade, startup culture has found its way into various facets of Indian economy in an unprecedented
manner. There are 87,988 startups recognised by the Department for Promotion of Industry and Internal Trade (DPIIT)1,
making India the third largest startup ecosystem in the world.

A fast-paced expansion has been the defining feature of India’s startup space in the post-pandemic era with 107 unicorns
as of September 2022, with an aggregate valuation of US$341 billion. Bangalore, Gurgaon, and Mumbai are the top three
cities with the highest number of unicorns in India. FinTech (driven by the regulatory and governmental push to digital
payments along with inception of services like digital brokerages, insurance, and robo-advisory services), Software-as-a
Service (by the virtue of India’s historical dominance in providing backend IT support) and e-commerce (due to the
lockdown) startups are the most abundant in the unicorn club.

2021 was a crucial year for the unicorn landscape in India. The average time taken to become a unicorn dropped to 7.8
years from 9.9 years a year ago. Additionally, many of the new entrants to the unicorn club in 2021 were from non-
traditional areas (cloud kitchens, gaming, data management and analytics, and content). Rising membership of the
unicorn club post-pandemic was driven by the shift to digitalisation that permeated across regions, sectors, and
socioeconomic classes and by the abundant liquidity created across the globe by accommodative monetary policy. This
led to investors ploughing their money in these emerging businesses for better returns.

Fig 17: Unicorns Created in India

a. Citywise b. By Year
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The vibrant activity in the startup ecosystem is a manifestation of the country’s young spirit. The average age of startup
founders was reported to be 32 with around 14% having at least one female founder. According to the DPIIT, startups
have proved to be major employment providers in recent years with more than 7.67 lakh jobs created by 72,993 startups
as of 30th June 2022. Startup dynamism is pervasive across sectors including IT services (12%), healthcare and life sciences
(9%), education (7%), professional and commercial services (5%) and agriculture (5%).
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Open Market Operations in India:

Open market operation (OMO) is the process by which the central bank purchases (sells) government securities (G-secs)
or other financial assets from (to) banks and financial institutions. In a modern market based financial system, central
banks use OMOs as one of the tools for implementing monetary policy. Generally, OMOs are conducted to adjust the
supply of primary liquidity (base money) in an economy, thus influencing total money stock. The advantage of OMOs is
that they can be flexibly used by the central bank and are easily reversible, thus considerably reducing the lags of
monetary policy. Moreover, OMOs fi t seamlessly into all monetary policy frameworks spanning inflation targeting,
monetary targeting, currency boards, and exchange rate targeting.

In the Indian context, OMOs emerged as a key instrument with the progressive liberalisation of the economy and reforms
in the G-sec market viz., the introduction of auctions and the shift towards market-based pricing of G-secs. In this regard,
OMOs — both outright and reversible transactions — were conducted frequently, particularly with the introduction of the
liquidity adjustment facility (LAF) in June 2000. Against the backdrop of India’s increasing integration with global financial
markets, OMOs gained additional prominence in sterilising the liquidity impact of large capital inflows, which surged on
account of search for yields and policy spillovers from AE central banks. Moreover, OMOs were also used to calibrate
systemic liquidityl in sync with the monetary policy stance and were used extensively to inject durable liquidity2 when
systemic liquidity was in deficit. Thus, OMOs gradually supplanted the cash reserve ratio (CRR) as a flexible tool for
management of durable liquidity. Furthermore, OMOs can assuage market sentiments and facilitate the orderly evolution
of the yield curve, which is deemed as a public good (RBI, 2020). This objective was, for example, met through the (i)
introduction in December 2019 of special OMOs — the simultaneous purchase and sale of G-secs — commonly referred as
operation twist (OT); and (ii) the announcement of the secondary market government securities acquisition programme
(G-SAP) in April 2021.

When the GFC flared up in 2008, the RBI, inter alia, undertook large scale OMO purchases to offset capital outflows
triggered by financial market panic and “flight to safety”. The RBI issued an indicative calendar for OMOs in 2009-10 to
address the liquidity requirements of the economy. During the last decade, RBI conducted two-way OMOs extensively to
inject (absorb) durable liquidity.

Fig 18: Open Market Operations

Economic Update

(¥ crore)
Auction NDS-OM Total
Purchase Sale Net Purchase Sale Net Purchase Sale Net
Purchase Purchase Purchase
2013-14 54,535 2,532 52,003 44 45 -1 54,579 2577 52,002
2014-15 0 29,268 -20,268 10 34,160 -34,150 10 63.428 63,418
2015-16 71,409 8,270 63,139 16,715 27,530 -10,815 88,124 35,800 52,324
2016-17 1,10,014 0 1,10,014 500 20 480 1,10,514 20 1,10,494
2017-18 0 00,000 -00,000 1,235 10 1,225 1,235 90,010 -88.775
2018-19 2,098,502 0 2,98,502 780 50 730 2,099,282 50 2,909,232
2019-20* 1,32,500 28,276 1,04,224 13,190 3,845 0,345 1,45,690 32,121 1,13,569
2020-21* 3.02,132 1,900,545 111,587 2,05,588 3.880 2,01,708 5.07.720 1,094,425 3,13,205
2021-22%* 2,30,000 40,000 1,90,000 48,061 24,085 23,076 2,78,061 64,085 2,13,976
#; Includes OT.
*#; Includes OT and purchases under G-SAP.
Source: RBI
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With a view to improving monetary policy transmission and enabling a stable and orderly evolution of the yield curve, the
RBl implemented G-SAP during April-September 2021. Under the G-SAP, an upfront commitment was provided on the size
of G-sec purchases. As in regular OMOs, G-SAP was confined to the purchase of G-secs from the secondary market. During
Q1, three auctions were conducted under G-SAP 1.0 with purchases — including SDLs — amounting to 1.0 lakh crore.
Under G-SAP 2.0, six auctions were conducted in Q2 aggregating to "1.2 lakh crore, of which the last two auctions were
liquidity neutral. Overall, net OMO purchases (net of sales) injected liquidity of “2.1 lakh crore during 2021-22, including
1.9 lakh crore through G-SAP. Under the G-SAP, both on the run (liquid) and off the run (illiquid) securities were
purchased across the maturity spectrum. About two-thirds of the purchases were made in the mid-segment of the yield

curve, thereby imparting liquidity to these maturities.

Fig 19: Purchases under the G-SAP

(Amount in ¥ crore)

Announcement Auction Date | Settlement Date Amount Amount of Bids Amount Bid-Cover Ratio
Date Notified Received Accepted
G-SAP 1.0 08-04-2021 15-04-2021 16-04-2021 25,000 1,01,671 25,000 4.1
G-SAP 1.0 05-05-2021 20-05-2021 21-05-2021 35,000 1,21,696 35,000 3.5
G-SAP 1.0 04-06-2021 17-06-2021 18-06-2021 40,000 1,36,829 40,000 3.4
G-SAP 2.0 05-07-2021 08-07-2021 09-07-2021 20,000 80,835 20,000 4.0
G-SAP 2.0 15-07-2021 22-07-2021 23-07-2021 20,000 40,803 20,000 2.5
G-SAP 2.0 006-08-2021 12-08-2021 13-08-2021 25,000 1,02,2809 25,000 4.1
G-SAP 2.0 18-08-2021 26-08-2021 27-08-2021 25,000 72,822 25,000 2.9
G-SAP 2.0# 20-09-2021 23-00-2021 24-00-2021 15,000 78,841 15,000 53
G-SAP 2.0# 23-09-2021 30-09-2021 01-10-2021 15,000 77.560 15,000 5.2
Total 2,20,000 8,22,346 2,20,000 3.7

#: These auctions were liauiditv neutral as thev were accompanied bv a simultaneous sale of G-secs worth an eaual amount.

Source: RBI

All OMOs have a bearing on the balance sheet of the central bank, altering either its size or composition. The following
discussion illustrates how these operations impact the balance sheet of the RBI and hence base (reserve) money . The
liquidity injection operations of the RBI against the collateral of G-secs leads to an expansion in its balance sheet and
reserve money. These operations qualify as loans to banks and the corresponding liability (first step) is the increase in
banks’ deposits with the RBI10. On the other hand, standing deposit facility (SDF) and collateral based liquidity absorption
measuresll are treated as deposit of funds and only entail a transfer from banks’ deposits to accounts earmarked for
absorption operations. Therefore, the size of the balance sheet remains unchanged as the adjustment is within liabilities
in the balance sheet. By its very design, liquidity injection by the RBI creates reserve money and absorption extinguishes
it.

When the RBI undertakes a collateralized lending operation, the loans to banks will increase by the amount injected
through repo, variable rate repo or the long term repo operation, while the money would be credited into the deposit
accounts of the participating banks with the RBI.
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Fig 20: Deployment of Gross Bank Credit by Major Sectors
(X Crore)
Outstanding as on Growth (%)
Mar.25, Financial
2022 2021 2022 year so Y-o0-Y
Sector far
Nov.19 Oct.21 Nov.18 2022-23 2022
1 2 3 4 % %
L. Bank Credit (II+111) 11891314 11162193 12889117 | 12947735 8.9 17.2
1. Food Credit 55011 82415 25655 52240 -5.0 -36.6
II. Non-food Credit 11836304 11079778 12863462 | 12895495 8.9 17.6
1. Agriculture & Allied Activities 1461719 1402221 1590138 1595185 9.1 13.8
2. Industry (Micro and Small, Medium and Large ) 3156067 2913713 3290584 3294514 44 13.1
2.1 Micro and Small 532792 465058 551961 556127 44 19.6
22 Medium 213996 173181 221072 224624 5.0 29.7
2.3 Large 2409279 2275474 2517551 2513763 43 10.5
3. Services 3017258 2733821 3321383 3315747 99 213
3.1 Transport Operators 155352 145451 160819 161037 37 10.7
3.2 Computer Software 20899 19827 22337 21210 155 7.0
3.3 Tourism, Hotels & Restaurants 64378 62223 63753 65092 il 4.6
3.4 Shipping 8436 7825 8690 7206 -14.6 -7.9
3.5 Awviation 23979 26773 23955 24445 1.9 -8.7
3.6 Professional Services 116742 111138 124531 124321 6.5 11.9
3.7 Trade 696301 632601 746578 733730 54 16.0
3.7.1 Wholesale Trade 351213 320889 372358 353789 Q7 10.3
3.7.2 Retail Trade 345088 311712 374220 379941 10.1 219
3.8 Commercial Real Estate 291168 283775 305139 304276 45 72
3.9 Non-Banking Financial Companies (NBFC5)1 of which, 1022399 916662 1255742 1218791 19.2 33.0
3.9.1 Housing Finance Companies (HFCs) 282048 264887 305430 307661 9.1 16.1
3.9.2 Public Financial Institutions (PFls) 137084 94720 168466 178024 29.9 87.9
3.10 Other Services 2 617603 527544 609839 655639 6.2 243
4. Personal Loans 3381699 3174145 3770285 3800330 124 19.7
4.1 Consumer Durables 27628 23581 34727 35658 29.1 51:2
4.2 Housing 1684424 1587475 1825900 | 1843862 9.5 16.2
4.3 Advances against Fixed Deposits 78730 70558 98302 96188 222 36.3
4.4 Advances to Individuals against share & bonds 6161 5807 6806 6758 9.7 16.4
4.5 Credit Card Outstanding 147789 138688 179178 173424 17.3 25.0
4.6 Education 82723 80631 90410 91069 10.1 12.9
4.7 Vehicle Loans 402689 382221 461375 468088 16.2 225
4.8 Loan against gold jewellery 73942 71174 83620 83755 13.3 17:7
4.9 Other Personal Loans 877613 814008 989967 | 1001529 14.1 23.0
5. Priority Sector (Memo)
(i) Agriculture & Allied Activities 1484923 1414893 1623409 1631458 99 15.3
(11) Micro & Small Enterprises 4 1377848 1241000 1430352 1457114 58 17.4
(iii) Medium Enterprises 5 351900 283769 369542 369403 5.0 30.2
(iv) Housing 616814 580962 631708 613395 -0.6 5.6
(v) Education Loans 58118 59354 59415 58887 13 -0.8
(v1) Renewable Energy 3538 1961 4191 4177 18.1 113.0
(vi1) Social Infrastructure 2483 2787 2402 2394 -3.6 -14.1
(viii) Export Credit 23621 22466 16909 15506 -34.4 -31.0
(ix) Others 37159 38725 43969 50219 35.1 297
(x) Weaker Sections including net PSLC- SF/MF 1180928 1097232 1337739 1361042 153 24.0
Source: RBI
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Fig 21: Industry-wise Deployment of Gross Bank Credit

(% Crore)
Outstanding as on Growth (%)
2021 2022 Financisl Y-0-Y
Industry Mar. 25, year so far
2022
Nov. 19 Oct.21 Nov. 18 2022-23 2022
1 2 3 4 % %
2 Industries (2.1 to 2.19) 3156067 2913713 3290584 3294514 4.4 13.1
2.1 Mining & Quarrying (incl. Coal) 49135 49229 51904 52338 6.5 6.3
2.2 Food Processing 173246 148117 157632 159064 -8.2 74
2.2.1 Sugar 26307 17388 17878 16868 -35.9 -3.0
2.2.2 Edible Oils & Vanaspati 18246 15964 15581 16710 -84 47
223 Tea 5728 5784 6124 5985 4.5 35
2.2.4 Others 122965 108981 118049 119501 -2.8 9.7
2.3 Beverage & Tobacco 18176 16123 19403 20057 10.3 244
2.4 Textiles 224026 205449 213205 211566 5.6 3.0
2.4.1 Cotton Textiles 90384 81286 81801 81723 -9.6 0.5
2.4.2 Jute Textiles 3509 2668 3698 3731 6.3 398
2.4.3 Man-Made Textiles 38371 37036 39173 38689 0.8 45
2.4.4 Other Textiles 91761 84460 88533 87423 -4.7 1
2.5 Leather & Leather Products 11573 10684 11556 11311 =23 5.9
2.6 Wood & Wood Products 16294 15264 17587 17697 8.6 159
2.7 Paper & Paper Products 40565 38991 41959 41565 25 6.6
2.8 Petroleum, Coal Products & Nuclear Fuels 107333 89814 157974 148211 38.1 65.0
2.9 Chemicals & Chemical Products 196363 181288 222461 215902 10.0 19.1
2.9.1 Fertiliser 33160 29611 36990 33894 22 14.5
2.9.2 Drugs & Pharmaceuticals 61093 55363 66725 65792 7.7 18.8
2.9.3 Petro Chemicals 19622 23460 21986 23121 17.8 -14
2.9.4 Others 82486 72853 96761 93095 12.9 27.8
2.10 Rubber, Plastic & their Products 72013 64140 76543 75954 55 18.4
2.11 Glass & Glassware 5952 5951 6547 6607 11.0 11.0
2.12 Cement & Cement Products 47910 46424 51558 51177 6.8 10.2
2.13 Basic Metal & Metal Product 288531 270026 310563 311249 78 153
2.13.1 Tron & Steel 187584 179249 210102 211112 12.5 17.8
2.13.2 Other Metal & Metal Product 100946 90777 100460 100137 0.8 10.3
2.14 All Engineering 167966 153056 172239 170101 1.3 i |
2.14.1 Electronics 38179 36880 40596 40027 4.8 8.5
2.14.2 Others 129787 116176 131643 130074 02 12.0
2.15 Vehicles, Vehicle Parts & Transport Equipment 89896 85899 94684 93061 35 83
2.16 Gems & Jewellery 80512 74654 77970 73749 -84 -1.2
2.17 Construction 117724 116147 118452 118548 0.7 21
2.18 Infrastructure 1195027 1117467 1238260 1234559 33 10.5
2.18.1 Power 611410 579586 628330 624479 2.1 7.7
2.18.2 Telecommunications 130318 104851 131426 128906 =[.1 229
2.18.3 Roads 270395 249601 279031 283074 47 13.4
2.18.4 Airports 6646 7574 8987 9072 36.5 19.8
2.18.5 Ports 8886 9728 8360 8188 =79 -15.8
2.18.6 Railways 10512 13818 11844 11290 7.4 -183
2.18.7 Other Infrastructure 156860 152309 170283 169550 8.1 113
2.19 Other Industries 253823 224989 250088 281798 11.0 252
Source: RBI
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Disclaimer

Analyst Certification:

We /I, the team of Research Analyst(s) of SMIFS Limited (in short “SMIFS / the Company”), authors and the names subscribed
to this Research Report, hereby certify that all of the views expressed in this Research Report accurately reflect our views
about the subject issuer(s) or securities and distributed as per SEBI (Research Analysts) Regulations 2014. We also certify that
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/commodities 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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« 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
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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
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o  SMIFS has not engaged in market making activity for the subject company
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