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 Economic survey (ES) offers a health check of the economy and highlights major economic

challenges and opportunities. It offers a sneak peak into focus areas of policymakers.

 ES 2021 forecasted an economic rebound in FY22 at a nominal pace of 15.4% and real rate of 11%,

after an estimated contraction of 7.7% in FY21.

 ES urged GoI to spend aggressively with focus on capital expenditure as the economic continues to

bask in the sunshine of unlocking.

 As the chart on the left suggests, India’s debt profile remains within reasonable limits and is expected

fall further as growth picks up.

 The chart on the right points to improving economy & better compliance taking GST revenues higher.
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 Focus of the Budget may be on augmenting spending and or better regulatory environment in (i)

healthcare (ii) education (iii) manufacturing sector under AtmaNirbhar Bharat vision (iii) financing of

large scale infrastructure projects (iv) recapitalization of PSU banks.

 FX traders will be all ears if GoI provides update/timetable about GOIsec’s inclusion in global bond

indices due to possibility of large capital inflows.

BUDGET

MATH

(INR Bn) FY19 FY20 (P) FY21 (Exp) FY22 (Exp)

Gross tax revenue 20,805 20,099 18,794 22,537

Less: Transfers to states & UT (7,633) (6,540) (5,826) (6,987)

Non-tax revenue 2,357 3,262 2,751 2,588

Non-debt capital receipts 1,128 686 450 1,650

TOTAL RECEIPTS 16,657 17,507 16,168 19,789

Revenue expenditure 20,074 23,496 26,474 28,055

Capital Expenditure 3,077 3,367 3,494 3,919

TOTAL EXPENDITURE 23,151 28,864 29,968 31,974

DEFICIT

Primary deficit (excludes interest payment) 668 3,246 6,718 4,457

% of GDP 0.40% 1.60% 3.50% 2.00%

Gross fiscal deficit 6,494 9,356 13,801 12,186

% of GDP 3.40% 4.60% 7.10% 5.50%

BORROWING

Gross borrowing 5,715 7,106 12,000 10,688

Net borrowing 4,233 4,746 9,727 8,006
Source: Kotak 
Institutional Equities



 EVENT TO WATCH: Focus will be on the Union Budget. However, there is less scope of negative

surprise as high fiscal deficit & borrowings are well know. However, there is room for positive

surprise if government borrowing is lower than estimated.

 If Bond market rallies post Budget, it can be positive for Rupee as it would mean that FPI flows, which

has been negative in 2021, may turn positive.

 Watch out for “feel good factor” if FM announces reduction in income taxes and focusses on

privatisation of PSUs in a major way.

 TRADE BIAS: Positional view remains DOWN. However, with RBI having defended 72.75 well, short

covering rallies can offer opportunity to sell between 73.50/80 region in Feb futures.

 LEVELS TO WATCH: Support @ 72.90 & 72.50 on Feb fut. Resistance @ 73.50 & 73.80.
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 EVENT TO WATCH: ISM manufacturing survey from US and final PMIs from Eurozone nations will be

watched as it will impact Euro. A strong US data, followed by weak PMIs from Eurozone can cause

further decline in Euro.

 EU has placed restrictions on export of COVID vaccines as the block sees a slow rollout of the

vaccination. Economic weakness due to ongoing lockdowns and dovish ECB are –ve for Euro.

 TRADE BIAS: As EURUSD has scope to test support near 1.20, EURINR too can fall to 88.00 levels.

 LEVELS TO WATCH: Support @ 88.40 & 88.10 on Feb fut. Resistance @ 88.85 & 89.15.
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 In sharp contrast to Eurozone, UK has done a fast rollout of vaccination program and that is acting as

a tailwind for GBP.

 With no major economic data scheduled for release from UK, GBP will remain a play on global stocks.

 TRADE BIAS: GBPINR can be bought on decline but with a stop below 99.50. Upside capped @ 100.60

 LEVELS TO WATCH: Support @ 100.00 & 99.70 on Feb fut. Resistance @ 100.60 & 101.00
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 Rebound in the long duration bond yields in US & risk-on mood in financial markets is driving USDJPY

higher.

 With US bond yields having reached levels, where it has become attractive for Japanese bond buyers,

even on currency hedge basis, can be positive for the USDJPY and hence negative for JPYINR.

 TRADE BIAS: With USDJPY now a buy on decline with SL on a daily close below 104.00. JPYINR is a

sell on rise with a stop above 70.15 on Feb futures,

 LEVELS TO WATCH: Support @ 69.70 & 69.40 on Feb fut. Resistance @ 70.10 & 70.45.
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(*** For intra-day and short term trades kindly refer to our research trading calls sent via email ***)
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