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Job hasalready been done by the Union
udget Allthe Mint. Street needs todois

terim Budget has taken the
fiscal consohdanon chall

753 percent in 2019-20 t0 89:5 percent
in 2020-21: The fiscal stnnulus in:.

1 on-budget support,
thus vo1dmgﬁ cal derailment.

Is this excessive scal, ontractlon

' Letus notlose sight of the fact that i

the fo ars before 2019-20, the .

;GFD/GD  ratio had averaged 3.6 per

» ,weneed evenfurther -~
consohdauon, espec1ally asthe deb
dynamics remains adverse,

FISCAL CREDIBILITY
Evenif the consolidation is not enough i

... forusto get'a sovereignra ngupgrade,
/! India nowhas fiscal credibilityin =

bucking the general trend of explodmg

' ‘debt dynamicsin EMEs. ButtheStates .

must.do thei part on ﬁscal
col

1y
policy hasbeenused to achieve this. ThlS
Budgetrolled back the ;
“ever-prolife ratmg recourse to market:,
borrowmg .

ave now. been budgeted
absolute amounts; The aharper
reduction ir gross termshas been

'percentage point from the

[Ereshsupply chain disrup

' cdmpli e v}i;hsﬁse of the GST

bute to owermg of: yxelds
Thlrdly, the fiscal arithmetic in the,

i Budge ] c;ed1ble Infact, it Ieaves room

; ‘may average 4.6 per cent and gtowth 6.9

percentnextyear.

Therefore, the nominal GDP growth
could still exceed by aboutafull i
0.5 per ¢ent
assumed in this Budget. This augurs well -

 for fiscal arithmetic. Tax revenue -
kbuoyancy assumedat 1.1 can also turn.

outtobe higher:
- So, what should'
case for rate cut

. base case, desplte afallcloseto target in

2, inflation is still: 11ke1y to stay
per centormarginallyabove in .
- coming first half (H1 of the ﬁscal year

: v‘andt mymmd sta

i ‘sufﬁaently competitive economy
ns may
ave risks more on the upmde than!
downsui : : .

Central bank ke eping real
policy rate at about 125-150bpsisfine

. inthis

I’s actionbe? The ‘s

k érmasin against this Budge
. does less for the bottom of the pyramid
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What it could dé is to use more of

. Variable Rate Repos (VRRs) to infiise:
. more liquidity at the margin,
ascorei

ecially
flation has been softening. -
Should i hange policy stance? Any '

¢hang > will now risk eaSmg financial
‘conditions beyond what is desirable:

Will central bank needtoworry about: :
trilemma in the comingyear? Unlikely. -

-Evenwith JP bond index inclusion:

kickinig off from June and possible
Bloomberg- Barclays | bond index

' announcement coming Just before that,

the central bank will beina positionto

_ managethe 1mposstble trinitywithout

any drastic moves. So; Indiais likely to
remainan attractive destination for

‘bond inflows, further pushing interest
‘ rates down and growth up.

There have been two major counts of
Firs’t;

But the end-goal of, growthwith equity

.canbestbe ach; eved by lower interest
. rates; lower mﬂatlon and stable ¢

,the lower capex spendmg 5
11 e withnominal GDP .




