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The Union Budget FY24 that is to be presented on 01 February 2023 may try to make a
fine balance between fiscal consolidation and spending in productive sectors to
create multiplier impact on growth amid a global environment dominated by higher
inflation and lower growth. 2020 was an exceptional year when world was grappling
with Covid-19 induced lockdowns, and the subsequent policy measures announced
in FY21 needed a significantly higher fiscal deficit to tackle the ripple effect of Covid-19
on economy and lives of people. Since then, the subsequent Budgets have shown
government’s resolve to follow a tight fiscal path. We expect the Budget to have a
fiscal deficit of ~6.4% of GDP for FY23. Despite higher tax buoyancy, this is higher in
absolute terms than initial estimate by around ~INR 492bn due to higher expenses,
particularly on food and fertilizer subsidies. However, higher nominal GDP in absolute
terms than what was estimated in last Budget for FY23 on account of elevated
inflation may help meet fiscal deficit target as percentage of GDP in FY23. In FY24;
however, lower inflation may keep the nominal GDP growth at about ~11%. For FY24,
we estimate fiscal deficit to be around ~INR 17.6tn from ~INR 17.1tn in FY23 (our
estimates). As percentage of GDP; the fiscal deficit for FY24 is estimated at ~5.9%.
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Budget estimates

(INR billion) FY21 (A) FY22 (RE) FY23 (BE) FY23 (Yubi
Estimate)

FY24 (Yubi
Estimate)

Receipts
Gross Tax Revenue 20,271 27,083 27,578 31,178 34,715 

Direct Tax 9,449 13,854 14,200 16,400 18,245 

Corporate Tax 4,577 7,120 7,200 8,300 9,213 
Income Tax 4,871 6,734 7,000 8,100 9,032 
Wealth Tax 0 - - - -
Indirect Tax 10,822 13,228 13,378 14,778 16,471 

Customs 1,348 1,991 2,130 2,330 2,610 

Excise 3,917 3,908 3,350 3,550 3,905 

Service 16 10 20 20 20 

GST 5,488 7,017 7,800 8,800 9,856 

Others 53 302 78 78 80 
Net Tax Revenue 14,263 18,204 19,348 21,873 24,355 
Non-Tax Revenue 2,076 3,480 2,697 2,797 3,216 

Total Revenue Receipt 16,339 21,684 22,044 24,670 27,571 

Non-Debt Capital 
Receipts 576 392 793 593 713 

Disinvestment 379 146 650 450 550 
Total Receipts 16,915 22,077 22,837 25,263 28,284 
Expenses

Revenue expenditure 30,835 32,014 31,947 34,865 37,865 

Subsidies 7,582 5,039 3,556 6,474 5,364 

Food 5,413 2,890 2,068 3,368 2,600 

Fertiliser 1,279 1,537 1,052 2,652 2,200 

Petroleum 385 65 58 76 76 

Other subsidies 7,511 4,994 3,525 6,413 5,315 
Capital Expenditure 4,263 5,928 7,502 7,502 8,002 
Total Expenses 35,098 37,942 39,449 42,367 45,867 
Fiscal Deficit (18,183) (15,865) (16,612) (17,104) (17,584)

Fiscal Deficit as % of 
GDP -9.2 -6.7 -6.4 -6.4 -5.9
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Gross tax revenue for FY23 is expected to be higher by ~INR 3.6tn due to higher direct tax.
Both corporate and income taxes are likely to exceed budget estimate by more than INR
1tn each. On indirect taxes; the GST collection has been robust. Centre has been
mopping up GST higher than INR 1.4tn contentiously from April to December 2022. We
expect about 25% increase in GST collection during FY23 compared to FY22. On the other
hand, excise duty is likely to be lower than Budget estimate in FY23. Budget is expected
to meet the target of non-tax revenue due to higher PSU dividends even though RBI
transferred lesser dividend than budgeted for FY23. On non-debt capital receipt,
disinvestment target may be missed by about ~INR 200bn in FY23. So far about INR 311bn
is received through disinvestment against target of INR 650bn. On the expenditure; the
subsidy bills are likely to keep the expenditure elevated by about ~INR 2.9tn in FY23.
Capital expenditure target of INR 7.5tn is expected to be met.

Direct tax collection in FY24 is estimated to see a growth of about ~11% from ~18% in FY23
with moderation in wholesale and retail inflation. Government may want to think to
provide some incentives in the new tax regime for people to migrate from the old
regime to new regime. On indirect taxes, the custom duty collection is estimated to
increase by about 11% amid slowing imports. Excise duty collections are expected to
register moderate growth with peak up in consumption of petroleum products. GST
collection may likely to increase by a modest ~12% in FY24. On non-tax revenue;
dividends from RBI is expected to be higher in FY24 as interest obligations to commercial
banks may reduce due to fall in surplus liquidity. PSUs may also give higher dividend in a
scenario of healthy profitability. Government may want to keep a modest disinvestment
target in FY24 amid global uncertainty and tight monetary conditions due to elevated
interest rates globally. It will be interesting to see if Budget announces bank
privatization. On expenditure, subsidy bills are likely to come down by about ~17% due to
lower food and fertilizer subsidies. Capital expenditure is expected to have a modest
growth in FY24 and may be higher than INR 8tn.
We expect net market borrowing by centre in FY24 to be around ~INR 12.4tn and gross
market borrowing of around ~INR 16tn. The government may get around ~INR 4tn from
small savings in FY24 to finance fiscal deficit.
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Other major  wish lists
• Union Budget FY24 is expected to put employment generation as a focus area. Focus

on growth through capex and spending to the productive channels are likely to be
given importance while keeping in mind the growth inclusivity.

• Atmanirbhar Bharat may remain a focus area and production linked incentive (PLI)
schemes may be augmented to include more sectors. Rationalization of import duties
on inputs used in sectors under PLIs may be announced. Small players working in
Electronic Vehicle segments may be brought under PLI scheme. This may help in
generating employment.

• Building fixed assets through higher spending on railways, roads, ports are likely to
continue. Government allocated INR 7.5tn in capex in last Budget and we expect the
government to increase allocation on capex in this Budget.

• Higher allocation in capex is expected to nudge the sectors like infrastructure,
defence, urban development, renewable energy, power, capital goods, etc.

• Budget may focus on rural employment. Allocation to MGNREGA may increase from
INR 730bn FY23(BE). Similarly, urban employment guarantee program may be
touched upon.

• Easy credit availability and developing infrastructure for export promotion may
continue to remain focus areas. Easy credit availability at lower rates for MSMEs, tax
relief may nudge the sector.

• Social sector spending, agriculture and rural development are likely to stay as areas
of importance with focus on education and health.

• Budget may want to focus on providing incentives to domestic fertilizer producers to
reduce import dependance and may reduce import duties on some inputs.

• More clarification on CBDC post initial pilot. May provide further support to the banks
in terms of interest rate subventions or moratorium to lend to weaker section in the
society. May not announce further capital infusion in public sector banks.

• Active liquidity support may be provided to NBFCs by empowering NABARD or SIDBI to
provide active liquidity management and allocation towards that may be made.

• Budget may want to lower the upper ceiling (currently INR 2mn) of loan limit for
SARFAESI Act to scale-up recovery.

• Budget is expected to focus on start-ups and may provide incentives to promote co-
lending for increasing financial inclusion. There may be reforms in digital lending,
some relaxation in First Loan Default Guarantee.

• Budget may announce a rise in deduction limit on house loan interest from current
INR 200,000.
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