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Fed Funds Rate (mid point) CPI inflation

Post Fed Rate hiking cycles, soft landing has been rare
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Source: St Louis Fed, IDFC FIRST Bank  Economics Research

400bps cut

Q41984 GDP 5.6%

Q41985 GDP 4.2%

75bps cut

Q41995 GDP 2.2%

Q41996 GDP 4.2%

Soft-landing 1984 and 1995

Recession



Fed: First rate cut expected in June 2024

3/19/2024 5
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research
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• Core PCE would need to see a MoM momentum of 0.2% or lower to 

get Year-on-Year towards 2%

• Labour market is moving from extreme tighteness (demand > supply) 

to balanced



US: Growth to weaken gradually

3/19/2024 6
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research
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• Consumption demand supported by strong labour market and 

household net worth remaining higher than pre-pandemic

• Slowdown in bank credit growth to add to downward pressure on 

growth



US: Some dollar strength could return

3/19/2024 7
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research
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India outlook



Q3FY24 GVA growth slowdown led by industry

3/19/2024 9
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

(YoY% change) Q3FY23Q4FY23Q1FY24Q2FY24Q3FY24

Agriculture, Forestry and Fishing 5.2 7.6 3.5 1.6 -0.8

Industry 0.6 3.4 6.0 13.6 10.4

Mining and Quarrying 1.4 2.9 7.1 11.1 7.5

Manufacturing -4.8 0.9 5.0 14.4 11.6

Electricity, Gas, Water Supply and Other Utility 

Services 
8.7 7.3 3.2 10.5 9.0

Construction 9.5 7.4 8.5 13.5 9.5

Services 7.2 7.2 10.7 6.0 7.0

Trade, Hotels, Transport, Communication 

services
9.2 7.0 9.7 4.5 6.7

Financial, Real Estate and Professional Services 7.7 9.2 12.6 6.2 7.0

Public Administration, Defence and Other 

Services 
3.5 4.7 8.2 7.7 7.5

GVA at basic prices 4.8 6.0 8.2 7.7 6.5

(YoY% change) Q3FY23Q4FY23Q1FY24Q2FY24Q3FY24

Private final consumption expenditure (PFCE) 1.8 1.5 5.3 2.4 3.5

Govt final consumption expenditure (GFCE) 7.1 13.9 -0.1 13.8 -3.2

Gross Fixed Capital Formation (GFCF) 5.0 3.8 8.5 11.6 10.6

Change in Stocks (CIS) 11.5 18.2 1.6 10.7 7.9

Valuables -38.2 -23.6 -21.2 -1.1 61.8

Exports 10.9 12.4 -6.5 5.3 3.4

Less Imports 4.1 -0.4 15.3 11.9 8.3

Discrepancies 3.9 -6.1 183.0 122.6 105.2

GDP 4.3 6.2 8.2 8.1 8.4

GDP boosted by decline in subsidy 
payments

GDP = GVA + Net taxes

Discrepancy = GDP – C –G- I – NX



Listed company performance 
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Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

Listed Non-Government Non-Financial Companies

EBITDA (YoY) Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24

Manufacturing -4.5 7.4 2.8 25.6 15.6

Services (Non-IT) 8.0 26.8 28.7 19.4 27.4

IT 10.2 0.1 16.4 6.7 5.9

Sales (YoY) Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24

Manufacturing 10.6 5.3 0.1 4.2 3.7

Services (Non-IT) 19.9 20.5 4.5 1.9 12.9

IT 19.4 16 10.9 5.9 3.2

Expenditure (YoY) Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24

Manufacturing 12 4.9 -3.1 1.6 4.1

Services (Non-IT) 20.3 18.6 -7.5 -1.7 11.9

IT 21.9 17.5 10.9 6.0 3.0
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Private sector capex to be key in FY25

3/19/2024 11
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

• Pick-up in private capex will be key for growth recovery as government capex (Centre and States) is expected to moderate

• Private capex will be supported by rising capacity utilization and relatively stronger domestic demand. 

• In FY24, the recovery seen in real estate (household sector investment) will need to continue into FY25
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Bank credit growth remains strong at 20%

3/19/2024 12
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

• Credit deposit ratio higher than pre-pandemic levels at 80% as of Feb 2024 v/s 76.5% pre-Covid-19 
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FY25 CPI inflation expected at 4.5% v/s 5.4% in FY24 
RBI rate cut cycle to start from June / August 2024

3/19/2024 13
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

• FY25 inflation expected to average at 5.4%, assuming normal monsoon and Crude oil prices remaining moderate

• Core CPI inflation has shown broad-based moderation, spread across goods and services

• RBI likely to lag the Fed in terms of timing and quantum of rate cuts
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FY25 Union Budget – fiscal consolidation while remaining growth supportive
Fiscal consolidation led by moderation in revenue expenditure

3/19/2024 14
Source: CEIC,  RBI, IDFC FIRST Bank  Economics Research. 

• The improvement in tax buoyancy in FY24 led by direct tax collections. In FY25 gross tax revenues as % of GDP estimated to rise to 11.7% from 11.6% 

• Fiscal consolidation in FY25 led by revenue expenditure moderation - subsidies, transfers to states and pensions

• Growth supportive with capital expenditure as % of GDP rising to 3.4% in FY25 v/s 3.2% in FY24 
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Gross tax revenue as  % of GDP 

Direct tax Indirect tax

capital expenditure as % of GDP

FY19 FY20 FY21 FY22 FY23 FY24REFY25BE

Roads 0.4% 0.3% 0.4% 0.5% 0.8% 0.9% 0.8%

Railways 0.3% 0.3% 0.6% 0.5% 0.6% 0.8% 0.8%

Defence 0.5% 0.6% 0.7% 0.6% 0.5% 0.5% 0.5%

Transfers to states 0.0% 0.0% 0.1% 0.1% 0.3% 0.4% 0.4%

Telecom 0.0% 0.0% 0.0% 0.0% 0.2% 0.2% 0.3%

Housing and Urban 

Affairs 0.2% 0.2% 0.2% 0.5% 0.3% 0.2% 0.2%

Total capital 

expenditure 1.6% 1.7% 2.1% 2.5% 2.7% 3.2% 3.4%



10-yr G-sec yield to reduce to 6.8%

3/19/2024 15
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research
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10-yr G-sec yield to reduce to 6.8%
G-sec demand supply to be supportive in FY25 

3/19/2024 16
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

Demand –Supply: Remains favourable for g-sec

• Net g-sec supply of INR10.5tn in FY25 lower than expected

• Demand for g-secs will be supported by FPI (index inclusion), investor demand (Insurance, PFs and Pensions) as formal sector widens

Reduction in g-sec yields in FY25 driven by:

• Favourable demand and supply dynamics for g-sec

• RBI rate cuts- 50bps reduction rate cut. Additionally overnight rates are expected to move towards repo rate

• Moderation in CPI inflation to 4.5% in FY25
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Life 
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y

Mutual 

funds

Public 

Provide
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Pension 

Funds

Small 

Savings 

(excludi

ng PPF)

FY21 Q4 100% 47.6% 0.8% 20.6% 11.4% 7.6% 3.2% 2.5% 6.0%

FY22 Q4 100% 45.9% 0.8% 20.8% 11.3% 8.5% 3.3% 2.9% 6.2%

FY23 Q4 100% 45.2% 0.8% 21.5% 11.1% 8.4% 3.3% 3.2% 6.4%



10-yr G-sec yield to reduce to 6.8%
Led by inflows from India’s inclusion into JP Morgan Bond index

3/19/2024 17
Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

• The JP Morgan EM Bond Index inclusion which will start from June / July 2024 onwards, which could result in inflows of US$30bn into FAR g-secs, spread-

over a 10-month period

• FPI holdings of outstanding g-sec (FAR + Non-FAR) could rise to 3.8% by FY25 v/s 2.2% in Janurary 2024.

• Around 61% of the index related inflows will be in the 10-yr and below segment

• RBI is expected to absorb the bond index related inflows (addition to FX reserves).
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FY24 CAD estimated at 1.0% of GDP 
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Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

Reduction in CAD led by:

• Decline in trade deficit with decline in global commodity prices

• Invisible surplus (services and transfers) has been stronger than expected, reflecting strength of US growth
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FY25 USDINR trading range 83.00-81.50
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Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

INR appreciation led by

• FY25 is expected to be a strong year for capital inflows. FPI and FDI inflows are expected to be on the stronger side – supported by relatively stable macros and 

India’s inclusion into bond index. ECB inflows are likely to pick-up with Fed expected to cut  policy rates

RBI FX intervention to limit USDINR volatility. Bond index related FPI inflows likely to be absorbed by RBI. 
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RBI intervention focused on limiting USDINR volatility
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Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

• RBI intervention has been on both sides to limit USDINR volatility

• RBI forward book has turned net dollar long in December 2023 from net dollar short position in November, led by reduction in net-dollar shorts in the up to 1 month 
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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

mailto:Nodaldesk@idfcfirstbank.com
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• Disclaimer:   This Report is 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. 



Annex: FY25 fiscal deficit target at 5.1% of GDP
Focus on fiscal consolidation and remaining growth supportive
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Source: CEIC,  RBI, IDFC FIRST Bank  Economics Research. 

Rs bn % GDP

FY23 FY24BE FY24RE FY25BE FY23 FY24BE FY24RE FY25BE

Revenue Receipts 23832 26323 26997 30013 8.7% 8.7% 9.1% 9.2%

Gross tax revenue 30542 33609 34372.1 38308.0 11.2% 11.1% 11.6% 11.7%

Corporate tax 8258.3 9226.8 9226.8 10428.3 3.0% 3.1% 3.1% 3.2%
Income tax 8332.3 9005.8 10223.3 11560.0 3.1% 3.0% 3.4% 3.5%
CGST 7185.2 8118.0 8116.0 9176.5 2.6% 2.7% 2.7% 2.8%
IGST 47.5 0.0 0.0 0.0 0.0% 0.0% 0.0% 0.0%
Compensation cess 1258.6 1450.0 1450.0 1500.0 0.5% 0.5% 0.5% 0.5%
Customs 2133.7 2331.0 2186.8 2313.1 0.8% 0.8% 0.7% 0.7%
Excise 3190.0 3390.0 3036.0 3187.8 1.2% 1.1% 1.0% 1.0%

Tax Revenue (Net) 20978 23306 23239 26016 7.7% 7.7% 7.8% 7.9%

Non-Tax Revenue 2854 3017 3758 3997 1.0% 1.0% 1.3% 1.2%
--Dividends from PSE 600 430 500 480 0.2% 0.1% 0.2% 0.1%

--Dividend RBI & PSB 400 480 1044 1020 0.1% 0.2% 0.4% 0.3%

Non-Debt Capital Receipts 722 840 560 790 0.3% 0.3% 0.2% 0.2%
-Recovery of Loans 259 230 260 290 0.1% 0.1% 0.1% 0.1%
-Disinvestment + others 460 610 300 500 0.2% 0.2% 0.1% 0.2%

Total Receipts(1+4) 24554 27163 27557 30803 9.0% 9.0% 9.3% 9.4%

Revenue Expenditure 34531 35021 35402 36547 12.7% 11.6% 11.9% 11.2%
-Interest Payments 9285 10800 10554 11904 3.4% 3.6% 3.6% 3.6%
-Subsidy 5779 4031 4405 4097 2.1% 1.3% 1.5% 1.3%
--Food subsidy 2728 1974 2123 2053 1.0% 0.7% 0.7% 0.6%

--Fertilizer subsidy 2513 1751 1889 1640 0.9% 0.6% 0.6% 0.5%

Capital Expenditure 7400 10010 9502 11111 2.7% 3.3% 3.2% 3.4%

Total Expenditure (8+10) 41932 45031 44905 47658 15.4% 14.9% 15.1% 14.5%

Fiscal Deficit (12-7) 17377 17868 17348 16855 6.4% 5.9% 5.8% 5.1%

Nominal GDP 272407 301751 296577 327718

Nominal GDP - growth 16.1% 10.8% 8.9% 10.5%

• FY25 Nominal GDP growth estimate lower 

than expected at 10.5%

• RBI dividend estimate at INR800bn similar to 

last year

• Normalization in subsidy expenditure in FY25

• Downside risk to FY24 disinvestment target 



Annex: FY25 CAD at 1.3% of GDP
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Source: Bloomberg, RBI,  IDFC FIRST Bank  Economics Research

10% increase in crude 

oil prices

CPI inflation 0.3%

CAD as % of GDP 0.2%

FY25 CAD to remain moderate

• FY25 crude oil prices average US$85pb

• Rise in trade deficit reflects further external demand weakness

USD bn FY23 FY24E FY25E

A. CURRENT ACCOUNT (I+II) -67.1 -35.1 -52.0

AS % of GDP -2.0 -1.0 -1.3

I. MERCHANDISE -265.3 -246.6 -252.6

Total exports 456.1 438.4 416.6

Total imports 721.4 685.0 669.3

II. INVISIBLES (a+b+c) 198.2 211.5 200.6

a) Services 143.3 162.7 158.8

b) Transfers 100.9 98.6 93.6

c) Income -45.9 -49.8 -51.8

B  Total Capital Account 58.9 90.7 104.6

a) Foreign Direct Investment 28.0 21.5 30.0

b) Portfolio Investment -5.2 36.5 44.6

2.Loans 8.3 7.6 20.0

3. Banking Capital 21.0 24.3 10.0

D. Overall Balance -9.1 55.8 52.6
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