UPDATE

@ kotak’

Economy

External sector

December 15, 2023

Trade deficit normalizes in November Summary of key macro metrics for India
Goods trade deficit in November normalized back to around the US$20 bn 2022 2023 2024E  2025E
. _ - . Real economy
handle, as the festive season-led demand faded and oil imports fell. Services Real GOP growth (% T TR
surplus in November remained high and steady. Risks to the external sector Nominal GDP growth (%) 184161 94 110
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Exports in November remain steady at around US$34 bn CRR (. cop) _
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Exports in November remained steady at US$33.9 bn (October: US$33.5 bn; (-) gr“;;f”cﬁfgi‘j,j”;,iiiZSS(;S?D/iﬁﬁ) éé? éﬁ? 8(1—,8) 8(; S)
2.8% yoy)—oil exports increased to US$7.5 bn (October: US$6 bn), whereas non- USD/INR (avg) 745 803 829 &4

oil exports fell to US$26.4 bn (October: US$27.5 bn) (Exhibits 1-5). Non-oil
exports registered marginal declines from October levels across engineering
goods, gems & jewelry and electronic goods, among others (Exhibit 6). In
8MFY24, engineering goods, gems & jewelry, pharma products, electronic
goods and chemicals remained the top exports (Exhibit 7). Quick Numbers

Source: CEIC, Bloomberg, RBI, Kotak Economics Research estimates

Across the board decline in November's imports November exports at US$33.9 bn: non-oil exports at

Imports in November fell back to US$54.5 bn (October: US$63.5 bn; (-)4.3% yoy), US$26.4 bn
led by a decline in oil and non-oil imports (Exhibits 1-5). Compared with October . o
. . L o November imports at US$54.5 bn; non-oil imports at
levels, a fall in non-oil imports was led by normalization in gold and decline in US$39.6 bn
electronics along with marginal decline in other goods (Exhibits 6). In 8MFY24,
non-oil imports have been boosted by electronics, gold and machinery (Exhibit November goods trade deficit at US$20.6 bn; services

7). Trade deficit narrowed to US$20.6 bn in November (October: US$29.9 bn). trade surplus at US515.3 bn

Maintain our FY2024-25 CAD/GDP estimates at 1.6%

Services surplus remained steady in November (both years)

Services surplus in November remained firm at US$15.3 bn, with exports at
US$28.7 bn and imports at US$13.4 bn (Exhibit 8). We expect the services
surplus in FY2024 to remain robust at around US$148 bn, though risks to net
exports of software and non-software services are skewed toward the
downside, given a gradual slowdown in DMs.

Maintain our FY2024-25 CAD/GDP estimate at 1.6% each

For the rest of FY2024 and most part of FY2025, we continue to expect some
external sector risks to persist owing to (1) any escalation in geopolitical
conflicts, (2) volatility in energy prices and (3) any volatility from the differing
pace in DM rate cycles. Risks of a deep global slowdown have been pushed
back, amid relatively resilient growth displayed, so far, though growth is likely
to slowdown in mid-CY2024. We maintain our FY2024-25E CAD/GDP at 1.6%
(both years), with overall BOP at a marginal surplus (Exhibit 9). If crude prices

sustain at current levels (around US$75/bbl compared with our assumption of Related Research

US$85/bbl), CAD/GDP could be lower by around 40 bps (around US$15-17 bn - CY2024 outlook: Much riding on sticking the
lower). landing
- Sharp rise in imports widens trade deficit in
October

- Lower non-oil imports led goods trade deficit

Private Circulation Only. This document may only be distributed to QIBs (qualified institutional buyers) as defined under rule 144A of the Securities Act of 1933

Full sector coverage on KINSITE

Suvodeep Rakshit Upasna Bhardwaj Anurag Balajee
suvodeep.rakshit@kotak.com upasna.bhardwaj@kotak.com anurag.b@kotak.com
+91-22-4336-0898 +91-22-6166-0531 191-22-6166-1547


https://kie.kotak.com/Kinsite/Home/HomeDetails/36386
https://kie.kotak.com/Kinsite/Home/HomeDetails/36386
https://kie.kotak.com/Kinsite/Home/HomeDetails/36303
https://kie.kotak.com/Kinsite/Home/HomeDetails/36303
https://kie.kotak.com/Kinsite/Home/HomeDetails/35952
https://kie.kotak.com/Kinsite/Home/HomeDetails/35952
https://kie.kotak.com/kinsite

KOTAK

Imports normalize after festive season surge; exports remain stagnant

I Exhibit 1: Trend in imports and exports (US$ bn)
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Export and import growths drop in November
I Exhibit 2: Trend in export growth and import growth (%)
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Non-oil imports normalize after festive season surge

I Exhibit 3: Trend in non-oil imports and non-oil exports (US$ bn)
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Non-oil export and import growth falls in November

I Exhibit 4: Trend in non-oil export growth and non-oil import growth (%)
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Trade deficit normalizes back to around US$20 bn levels

I Exhibit 5: Trend in exports, imports and trade balance (US$ bn)

Nov-23 / Nov-23/
Nov-23 Oct-23 Nov-22  Nov-22 (%)  Oct-23 (%)
Exports 339 33.5 34.9 (2.8) 1.1
Imports 54.5 63.5 57.0 (4.3) 14
Trade balance (20.6) (29.9) (22.1)
Oil exports 7.5 6.0 8.1 (7.4) 24.7
Oil imports 14.9 16.2 16.3 (8.5) (8)
Qil trade balance (7.4) (10.1) (8.2)
Non-oil exports 26.4 27.5 26.8 (1.5) (4.7)
Non-oil imports 39.6 47.3 40.6 (2.7) (16.4)
Non-oil trade balance (13.1) (19.8) (13.8)
Non-oil non-electronics exports 24.2 25.2 24.6 (1.7) (4.0)
Non-oil non-electronics imports 33.1 39.5 34.7 (4.8) (16)
Non-oil non-electronics trade balance (8.9) (14.3) (10.2)
Non-oil non-gems & jewelry exports 23.6 24.6 24.3 (2.8) (3.8)
Non-oil non-gems & jewelry imports 34.6 36.8 34.9 (0.9 (5.9)
Non-oil non-gems & jewelry trade balance (11.0) (12.3) (10.7)
Source: CEIC, Kotak Economics Research
November imports led mainly by electronics, machinery and gold, though lower than in October
I Exhibit 6: Comparison of exports and imports (US$ bn)
Nov-23/ Nov-23/ Nov-23/ Nov-23/
Nov-23 Oct-23 Nov-22  Nov-22 (%) Oct-23 (%) Nov-23 Oct-23 Nov-22 Nov-22 (%) Oct-23 (%)
Exports 339 335 349 (2.8) 1.1 Imports 545 635 57.0 (4.3 (14.1)
Oil exports 7.5 6.0 8.1 (7.4) 25 Oilimports 149 162 163 (8.5) (7.6)
Non-oil exports 26.4 27.5 26.8 (1.5) (4.1) Non-oil imports 39.6 473 406 (2.7) (16.4)
Engineering goods 7.9 8.1 8.1 (3.1) (3.0) Electronic goods 6.5 7.8 59 10.1 (17.7)
Gems and jewelry 2.8 3.0 2.5 12.0 (6.2) Machinery 4.0 4.3 3.8 3.4 (6.8)
Electronic goods 2.3 2.4 2.2 1.1 (5.1) Gold 3.4 7.2 3.2 6.2 (52)
Drugs and pharmaceuticals 2.1 2.4 2.0 7.3 (11.9) Coal, coke, and briquettes 3.4 3.3 3.8 (10.4) 2.1
Organic and inorganic chemicals 2.1 2.1 2.3 (11.4) (3.2) Iron and steel 2.5 2.1 2.2 13.7 16.7
RMG of all textiles 1.0 0.9 1.2 (14.9) 12.4  Organic and inorganic chemicals 2.2 2.5 2.6 (16.5) (11.9)
Cotton yarn, fabrics,etc. 0.9 1.0 0.8 6.3 (12.5) Transport equipment 2.2 21 2.6 (18.6) 1.3
Marine products 0.6 0.8 0.7 (13.7) (17.3)  Non-ferrous metals 1.8 1.9 1.6 15.0 (2.9)
Plastic and linoleum 0.6 0.7 0.7 (4.6) (3.8) Artificial resins, plastic materials, etc. 1.7 1.9 1.8 (5.6) (10.0)
Rice 0.6 0.6 0.8 (27) 3.6  Pearls, precious/semi-precious stones 1.0 1.9 2.3 (57) (49)
Others 5.6 5.6 5.4 2.5 (1.3) Others 109 122 107 1.7 (10.7)
Source: CEIC, Kotak Economics Research
Non-oil exports and imports in 8MFY24 remain lower than in 8MFY23
I Exhibit 7: Comparison of exports and imports (US$ bn)
8MFY24/ 8MFY24/
8MFY24 8MFY23 8MFY23 (%) 8MFY24 8MFY23 8MFY23 (%)
Exports 278.8 298.2 (6.5) Imports 4451 487.4 (8.7)
Petroleum products 55.3 65.2 (15.2)  Petroleum crude and products 113.6 139.3 (18.4)
Non-oil exports 223.5 233.0 (4.1)  Non-oil imports 331.5 348.1 (4.8)
Engineering goods 69.5 70.7 (1.8)  Electronic goods 57.8 51.9 11.5
Gems and jewelry 21.4 26.5 (19.1)  Gold 329 27.2 21
Drugs and pharmaceuticals 17.9 16.6 8.0 Machinery 32.7 29.4 11.4
Electronic goods 17.7 14.4 24 Coal, coke, and briquettes 25.9 37.2 (31
Organic and inorganic chemicals 17.6 20.4 (18.7)  Organic and inorganic chemicals 18.6 23.7 (21)
RMG of all textiles 8.8 10.4 (14.6)  Iron and steel 15.7 14.2 10.4
Cotton yarn, fabrics,etc. 7.7 7.3 57 Artificial resins, plastic materials, etc. 15.3 16.0 (4.5)
Rice 6.5 7.0 (7.2)  Pearls, precious/semi-precious stones 15.2 21.0 (28)
Plastic and linoleum 52 5.8 (10.6)  Transport equipment 14.5 18.5 (22)
Others 51.0 54.0 (5.4)  Others 102.8 109.0 (5.6)

Source: CEIC, Kotak Economics Research
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Services surplus remains firm in November

I Exhibit 8: Trend in services exports and imports (USS bn)
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We estimate CAD/GDP at 1.6% in FY2024E and FY2025E

I Exhibit 9: India's balance of payments, March fiscal year-ends, 2019-25E (US$ bn)

2019 2020 2021 2022 2023 2024E 2025E
|Current account balance (57.3) (24.7) 23.9 (38.8) (67.1) (56.9) (61.4)
GDP 2,705 2,835 2,671 3,150 3,388 3,581 3,941
CAB/GDP (%) (2.1) (0.9) 0.9 (1.2) (2.0) (1.6) (1.6)
Trade balance (180) (158) (102) (189) (265) (259) (268)
Trade balance/GDP (%) (6.7) (5.6) (3.8) (6.0) (7.8) (7.2) (6.8)
- Exports 337 320 296 429 456 431 434
- oil exports 47 41 26 67 97 82 94
- non-oil exports 291 279 270 362 359 349 340
- Imports 518 478 398 619 721 690 703
- oil imports 141 131 83 162 209 183 195
- non-oil imports 377 347 316 457 512 507 508
- gold imports 33 28 35 46 35 47 47
Invisibles (net) 123 133 126 151 198 202 207
- Services 82 85 89 108 143 148 153
- software 78 85 90 110 131 134 137
- non-software 4 0 (@) (2) 12 14 16
- Transfers 70 75 73 80 101 100 100
- Income (net) (29) (27) (36) (37) (46) (46) (46)
Capital account 54 83 64 86 59 43 65
Capital account/GDP (%) 2.0 2.9 2.4 2.7 1.7 1.2 1.6
Foreign investment 30 44 80 22 23 31 45
- FDI 31 43 44 39 28 1 15
- FPI (1) 1 36 17) 5) 20 30
- Equities 3 0 36 (18) (6) 15 5
- Debt (4) 1 (0) 2 1 5 25
Banking capital 7 (5) (21) 7 21 10 10
- NRI deposits 10 9 7 3 9 5 5
Short-term credit 2 M (4) 20 7 2 4
ECBs 10 23 (0.1) 8 (4) (2 4
External assistance 3 4 11 5 6 2 2
Other capital account items 1 18 (2) 24 7 - -
E&O (0) 1 (0) — (1) — —
|0vera|| balance (3.3) 59.5 87.3 47.5 (9.1) (13.9) 3.6
Memo items
Average USD/INR 69.9 70.9 74.2 74.5 80.3 82.9 83.4
Average Brent (US$/bbl) 70.0 60.9 44.8 80.0 95.4 85.0 85.0

Source: CEIC, RBI, Kotak Economic Research estimates
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views expressed in this report: Suvodeep Rakshit, Upasna Bhardwaj, Anurag Balajee.”

Ratings and other definitions/identifiers
Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

ADD. We expect this stock to deliver 5-15% returns over the next 12 months.

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.

SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our Fair Value estimates are also on a 12-month horizon basis.

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may
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Distribution of ratings/investment banking relationships
Kotak Institutional Equities Research coverage universe

Percentage of companies covered by Kotak Institutional
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50% | Kotak Institutional Equities and or its affiliates has
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BUY ADD REDUCE SELL Research had investment ratings on 245 equity securities.

Source: Kotak Institutional Equities
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Coverage view

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or
strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a
sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in
effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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