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Some signs of stabilization in global growth
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Unwinding of market expectation of Fed rate cut supporting rise in UST yields, and dollar strength

Monetary policy divergence expected in DM space, as growth conditions in other DMs remains weaker compared to US

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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Near-term dollar strength supported by a hawkish Fed
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« Unwinding of market expectation of Fed rate cut supporting rise in UST yields, and dollar strength

* Monetary policy divergence expected in DM space, as growth conditions in other DMs remains weaker compared to US

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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Fed rate cuts might get delayed and will be shallow
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« Strong growth in the US is keeping core services inflation elevated in the US  Fiscal policy remains expansionary, supporting employment creation
g ping policy Y Y, supp g employ

* At the earliest Fed rate cut can start is by September 2024. In calendar
year 2024 two to three Fed rate cuts are expected

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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Near-term Euro weakness with Hawkish Fed & political uncertainty
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* In the near-term EUR weakness to be driven by ECB rate cut cycle starting before the Fed
» EUR to get some support from improving trade surplus which is driven by contraction in imports (domestic demand weakness)

|| Jun2024 | Sep2024 | Dec2024 | Mar2025_

EURUSD 1.06-1.05 1.07 1.08-1.09 1.09-1.10
N

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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In FY24 India attracted equity and debt FPI inflows

Net foreign Debt Investments in various countries

FY20

FY21 78 36 9 78 2 -6 233
FY22 93 39 2 93 9 0 30
FY23 45 54 1 45 4 -1 -129
FY24 59 72 1 58 -1 15 96

Net foreign Equities Investments in various countries

FY20

FY21 -10 -8 -1 -3 -5 37 247
FY22 -20 -20 4 1 3 -17 -14
FY23 0 -19 2 -2 0 -6 4
FY24 15 2 1 0 -5 25 -119
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Strong growth provides RBI policy space to remain on pause
Shallow RBI rate cut cycle to start from October 2024
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* The risk of delayed start to RBI rate cut cycle remains — hawkish Fed and elevated food inflation
* RBI rate cut cycle is expected to lag the Fed as the interest rate differentials have reduced to historical lows

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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Urban consumption expected to slow

Rural demand expected to rise
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Capex cycle supported by rising capacity utilization

Continued support from government capex

— Capacity Utilization 4-Q MA (%) Investment to GDP ~ rhs Capital expenditure growth
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Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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Listed company profit growth moderate as input cost rise

Listed Non-Government Non-Financial Companies growth YoY Listed Non-Government Non-Financial Companies
30% 26.7% EBITDA (YoY) Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24
25% 22608 | _ Mangfacturlng 7.4 2.8 25.6 15.6 4.5
m Sales Raw material expenditure Services (Non-IT) 26.8 28.7 19.4 27.4 13.5
20% IT 0.1 16.4 6.7 59 13.4
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FY24 GDP growth got support from transient factors which will be missing in FY25:

1) GDP deflator growth which decelerated in FY24 (1.3% in FY24 v/s 7.0% in FY23) is expected to rise in FY25, with higher WPI inflation.

2) Input costs had declined sharply in FY24, which had boosted companies’ profit growth. In FY25 input costs are expected to rise, resulting in moderation in
profit growth.

3) Net taxes less subsidies growth jumped by 19.1%YoY in FY24, which boosted GDP growth, due to sharp decline in subsidy expenditure. In FY25, the decline
in subsidy expenditure is expected to be more moderate based on Interim Budget.
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Union Budget to remain growth focused

RBI dividend to provide fiscal space of 0.2% of GDP

Central government fISC&l defICIt as % Of GDP RBI Surp|us transfer to the government (|NR bn)
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Weakness in INR driven by Dollar strength and CNH weakness
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« Unwinding of market expectation of Fed rate cut supporting rise in UST yields, and dollar strength

* Monetary policy divergence expected in DM space, as growth conditions in other DMs remains weaker compared to US

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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INR to trade with appreciating bias in H2FY?25

Supported by pick-up in capital inflows in H2FY25
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INR appreciation expected in H2FY25 with pick-up in capital inflows and Fed rate cut cycle
* RBI intervention to limit volatility in USDINR

|| Jun2024 | Sep2024 | Dec2024 | Mar2025_

USDINR 83.50 83.00 82.50 82.50

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
71112024
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FY25 CAD to remain contained at 1.3% of GDP

USDbn
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Current account
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Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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Moderate CAD
 Builds-in slowdown in merchandise and services exports




FX reserves remain adequate
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* FXreserves remain adequate with import cover (spot reserves plus forwards) at more than 11 months v/s taper tantrum low of 7 months in 2013

Source: Bloomberg, RBI, IDFC FIRST Bank Economics Research
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We would love to hear from you. For any further queries and feedback please drop us a
mail at Nodaldesk@idfcfirstbank.com
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Disclaimer

. Disclaimer: This Reportis published by the Financial Markets Group of IDFC FIRST Bank Ltd. for purpose of information dissemination and is meant for private circulation only. This document
does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.

. The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on reasonable basis, the
opinions and information in this report are subject to change without notice and IDFC FIRST Bank, its subsidiaries and associated companies, their directors and employees (“IDFC FIRST Bank
and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent IDFC FIRST Bank and affiliates
from doing so. Thus, the opinions expressed herein should be considered those of IDFC FIRST Bank as of the date on this document only. We do not make any representation either express or
implied that information contained herein is accurate or complete and it should not be relied upon as such. The information contained in this document has no regard to the specific investment
objectives, financial situation or particular needs of any specific recipient. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for
an investment decision. The investment discussed or views expressed in the document may not be suitable for all investors. Investors should make their own investigations as they deem
necessary to arrive at an independent evaluation of an investment in the securities referred to in this document (including the merits and risks involved) and investment decisions based upon
their own financial objectives and financial resources. Investors assume the entire risk of any use made of the information contained in the document. Investments in general involve some
degree of risk, including the risk of capital loss. Past performance is not necessarily a guide to future performance and an investor may not get back the amount originally invested.

. Foreign currency-denominated securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or the price of, or income derived from, the investment. In
addition, investors in securities, the values of which are influenced by foreign currencies, effectively assume currency risk.

. Affiliates of IDFC FIRST Bank may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in this report. This 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 IDFC FIRST Bank 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 a certain category of investors. Persons in whose possession this document may come are required to inform them
of, and to observe, such applicable restrictions.

. Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not
match with a report on a company's fundamentals.
. IDFC FIRST Bank and affiliates, their directors, officers, and employees may from time to time have positions in, purchase or sell, or be materially interested in any of the securities mentioned

or related securities. IDFC FIRST Bank and affiliates may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting
any of the foregoing, in no event shall IDFC FIRST Bank, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any
damages of any kind including but not limited to any direct or consequential loss or damage, however arising, from the use of this document. Any comments or statements made herein are
those of the analyst and do not necessarily reflect those of IDFC FIRST Bank and affiliates.

. This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or privileged material and is not
for any type of circulation. Any review, retransmission, or any other use is prohibited.

. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. IDFC FIRST Bank will not treat recipients as customers by virtue of their
receiving this report. Additional Disclosures of interest:

. IDFC FIRST Bank and its affiliates (i) may have received compensation from the company covered herein in the past twelve months for investment banking services; or (ii) may expect to receive
or intends to seek compensation for investment-banking or any other such services from the subject company in the next three months from publication of the research report.

. Affiliates of IDFC FIRST Bank may have may have managed or co-managed in the previous twelve months a private or public offering of securities for the subject company.

. IDFC FIRST Bank and affiliates collectively do not hold more than 1% of the equity of the company that is the subject of the report as of the end of the month preceding the distribution of the
research report.
. IDFC FIRST Bank and affiliates are not acting as a market maker in the securities of the subject company.

. Copyright in this document vests exclusively with IDFC FIRST Bank.
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