FY24 fiscal deficit may be capped at 5.9%: Goldman
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The central government is like-
ly to further consolidate its fis-
cal deficit by SO basis points
(bps) to 5.9 per cent in FY24
from 6.4 per cent in FY23,
according to a report released
by Goldman Sachs on Tuesday.

In the current fiscal year,
there is going to be an upside
of 0.5 per cent on the receipts
side due to higher nominal
GDP growth, and higher tax
buoyancy because of the for-
malisation, the report said.
The upside to expenditure is
mainly going to come from
incremental subsidies (0.8 per
cent of GDP), in both food and
fertiliser, it said.

The upcoming pre-elec-
tion Budget will carry
forward the trend of the
increased capital expenditure
seen in recent years.

“We expect the govern-
ment to continue with capex

allocation at 2.9 per cent of
GDP in FY24, which would
imply an 11 per cent year-on-
year growth compared to our
Revised Estimate for FY23,”
the report notes.

Besides, the food subsidy is
expected to decline to 0.8 per
cent of the GDP in FY24 as
the government merged the
free food scheme into the
existing public distribution
system in December, and the
softening of the global com-
modity prices is expected to
reduce the fertilser subsidy to
0.5 per cent of GDP.

“We expect the govern-
ment to continue with the
cooking fuel subsidy pro-
gramme (Ujwala Yojna) and
expect fuel subsidies to remain
at 0.1 per cent of GDP. We, thus,
expect spending on subsidies
as a share of GDP to fall to 1.5
per cent (from our estimate of
2.1 per cent in FY23),” the
report said.

The combined issuance for

the Centre and states in FY24
is likely to be around 18 tril-
lion, up from our estimate of
%164 trillion in FY23.

The report from the global
investment firm comes in the
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wake of the first Advance
Estimates for the GDP growth
released last week by the
National Statistical Office.
The Advance Estimates
had noted that the higher
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nominal GDP in FY23 than
what was assumed in the
Budget at the start of the cur-
rent fiscal year will allow the
government to spend about
%97,000 crore more than the

Budget Estimate (BE) and still
meet the fiscal deficit target of
6.44 per cent at the end of the
current year.

Although, earlier in
December, the International
Monetary Fund (IMF) had
asked India to adopt a more
ambitious fiscal consolidation
road map to ensure medium-
term debt sustainability amid
growing risks to its growth out-
look and shrinking fiscal
space, as it expected the debt-
to-GDP ratio to rise to 83.9 per
cent of GDP in FY24 from 83.4
per cent in FY23.

“A more ambitious and
well-communicated fiscal con-
solidation is therefore needed
to ensure medium-term fiscal
sustainability. Announcing
further deficit-reduction
measures would reduce uncer-
tainty and lower risk premia.
In the short-term, fiscal con-
solidation would also support
the RBI’s efforts to maintain
price stability,” it added.



