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India Macro View 
 Spotlight on State Finances – Bright … but Not Enough Power  
 

 What’s New: FY11 state finances see some improvement — The RBI’s latest report 
on state finances1 indicates a consolidation in the state fiscal deficit from 2.9% of GDP 
in FY10 to 2.7% in FY11. This is in line with the centre’s numbers where, ex of telecom 
license fees, the headline deficit improved from 6.5% in FY10 to 6.2% in FY11 (With 
telecom, the FY11 deficit was lower at 4.9%). The improvement in finances was due to: 
(1) An increase in state revenues due to stamp duties, sales tax, excise; and (2) 
Increased transfers from the centre – a result of revenue buoyancy and greater sharing 
of the centre’s taxes in line with the 13th Finance Commission. More-over, debt/GDP 
ratios have also seen an improvement to 23.5% v/s a peak of 32.8% in 2004.  

 …But lower growth to take its toll on FY12 estimates — Consolidated data on state 
finances is released with a lag of a year. State budgets have projected a moderation in 
the fiscal deficit from 2.7% in FY11 to 2.2% in FY12. However, similar to the story at the 
centre (FY12 deficit came in at 5.9% v/s budget estimates of 4.6%), lower growth in 
FY12 could take its toll on revenues, impacting the deficits. However, it could be less 
challenging than the centre given that the centre bears most of the subsidy burden.  

 Moreover, state numbers don’t reflect rising SEB losses — A growing concern is 
rising financial losses of the SEBs (See page 4). Adjusting for subsidies, latest data 
pegs losses at Rs820bn (0.9% of GDP). This is due to (1) non-revision of tariffs and (2) 
non-realization of subsidies, which in turn results in higher borrowings from the banking 
system. (Key to note is that due to ‘cash-based’ accounting, arrears on subsidy are not 
captured in the budget). Further, more worrying is the fact that in addition to direct 
budgetary support, states also extend guarantees for loans taken by the power utilities.  

 Market implications — Headline state deficit numbers as a percent of GDP have 
improved from over 4% in FY04 to 2.7% currently. But, similar to the situation at the 
centre, financing requirements (including various subsidies) have doubled in the past 
few years, putting pressure on yields. Further, rising SEB losses are taking a toll on 
banks and the power sector. Latest data indicates that 70% of SEB losses have been 
financed by PSU banks and 42% of these loans are backed by state guarantees.  

 Some rays of light — Over the past years, progress on enacting Fiscal Responsibility 
Legislation, coupled with other institutional measures, does indicate state governments’ 
commitment to reform with the aim of eliminating revenue deficits and reducing the 
fiscal deficit by FY15. This coupled with the eventual implementation of a GST bodes 
well for the medium-term fiscal scenario. However, in the near term, what is key is as 
the RBI says, “information on unpaid subsidies, loans extended against govt 
guarantees … should be transparently reported by the State governments’  
 

                                                           
1 http://www.rbi.org.in/scripts/AnnualPublications.aspx?head=State Finances : A Study of Budgets 
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Figure 1. Trends in the Centre’s’ Fiscal Deficit (Rs Bn, % ) 
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Figure 2. Trends in the States’ Fiscal Deficit (Rs Bn, % ) 
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Figure 3. Trends in the Combined Deficit – Centre + States (% GDP) 
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Centre – State Deficit Trends  

TRENDS IN CENTRE DEFICIT  

Fiscal consolidation at the centre has 

gone off track since FY08, with the deficit 

edging higher from 2.5% of GDP to 6.5% 

in FY10.  

FY11 saw some improvement to 4.9% 

thanks to revenue buoyancy and 3G 

auctions, but things reversed in FY12 

with the deficit back up to 5.9%. 

In FY13, the government’s targeted a 

deficit of 5.1% is again likely to see 

slippage to the tune of 40bps 

TRENDS IN STATE DEFICITS 

State deficits too have edged up from 

1.5% of GDP in FY08 to 2.9% of GDP in 

FY10 

Similar to the story at the centre, FY11 

saw an improvement to 2.7% due to 

higher revenues 

While the numbers for FY12 are not yet 

released, similar to the situation at the 

centre, these too could see a reversal 

due to lower growth impacting revenues  

 

COMBINED PICTURE to REMAIN WEAK  

As a result of high deficits at the centre, 

the combined deficit has remained sticky 

in the 8-9% of GDP range.  

This has resulted in a near doubling of 

the borrowing requirements, putting 

pressure on yields 
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Figure 4. Trends in State Tax Revenues (Rs Bn, % GDP) 
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Figure 5. Trends in Expenditures ( Rs Bn, % GDP) 
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Figure 6. Trends in the Revenue Deficit (Rs Bn, % GDP) 
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Source: RBI, Budget Documents 

State Revenue and Expenditure Trends 

STATE TAX REVENUES EDGING HIGHER 

Taxes contribute 70% of receipts for the 

states. Tax revenues as a percentage of 

GDP have risen to ~9% from 5-6% a few 

years ago. Tax revenues primarily 

comprise: 

 (1) States Own Tax Revenues – 70% of 

total taxes, with the key contributor being 

sales taxes (share of about ~40% of total 

taxes) 

(2) Tax transfers from the Centre, which 

remained at ~30% 

 

EXPENDITURES HAVE COME OFF, BUT 

REMAIN HIGH AS A PERCENTAGE TO 

GDP 

Expenditures have come off as a 

percentage of GDP, but remain high at 

~16%. Moreover, the quality of spending 

is poor given that 80% of expenditure is 

geared towards revenue (non-

development) spending.  

For FY12, states have budgeted a 

deceleration in expenditure, to be 

achieved through a reduction in interest 

payments, pension expenditure, and 

development revenue expenditure.  

REVENUE BALANCE EXPECTED TO 

MOVE TO SURPLUS MODE AGAIN  

Following a deficit during FY10-11, due to 

weak tax revenues the revenue account 

is budgeted to post a surplus in FY12 

due to a reduction in expenditure.  

This is positive if implemented and in line 

with recommendations proposed by the 

13FC. It would also pave the way for 

higher capital outlays. However, similar 

to the revenue slippage at the centre, 

lower growth could impact state finances 

as well once the final numbers are out. 
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Rising SEB Losses – Takes a toll on public finances, banks and the power 
sector. Adjusting for subsidies, latest available data pegs financial losses at 
Rs820bn). This is on account of (1) Non-revision of tariffs and (2) Non-realization of 
subsidies which in turn results in higher borrowings from the banking system (Key to 
note is that due to ‘cash-based’ accounting, arrears on subsidy are not captured in 
the budget). However, more worrying is that in addition to direct budgetary support, 
states also extend guarantees for loans taken by the power utilities. Latest data 
indicates that over 70% of SEB losses have been financed by PSUs and 42% of 
these loans are in turn backed by state government guarantees. Our power analysts 
Venkatesh Balasubramaniam and Atul Tiwari say the implications of losses have 
been: (1) Falling merchant prices despite strong demand for electricity and (2) lower 
health and stability of system. While generation capacity is increasing, finances of 
the distribution companies are deteriorating. Thus, if distribution companies cannot 
distribute the power profitably to end consumers, it would affect all participants in 
the system.  
 

Figure 8. Power Sector Snapshot – Energy Shortages, Installed Capacity, SEB Losses 

  FY11 Apr-Jan FY12 Rs Bn, FY10  

 Installed Capacity 
(MW, on 30-Jun-11)  

Energy 
Surplus/Deficit (%) 

Supply (Mn KwH) Demand ( Mn KwH) Energy 
Surplus/Deficit (%) 

SEB Losses w/o  
subsidy 

 Andhra Pradesh  15,575 -3.2% 69,534  74,098  -6.2 -62.9 
 Arunachal Pradesh  213 -14.7% 463  505  -8.3 -0.3 
 Assam  979 -6.3% 4,833  5,113  -5.5 -3.4 
 Bihar  1,922 -13.0% 9,243  11,844  -22.0 NA 
 Chandigarh  100 0.0% 1,352  1,356  -0.3 NA 
 Chattisgarh  4,987 -1.7% 11,859  12,218  -2.9 -4.3 
 Dadar Nagar Haveli  64 -0.1% 3,716  3,746  -0.8 NA 
 Daman & Diu  35 -8.4% 1,638  1,827  -10.3 NA 
 Delhi  5,783 -0.3% 23,227  23,299  -0.3 9.2 
 DVC  4,564 -9.2% 13,109  13,635  -3.9 NA 
NA Goa  394 -2.1% 2,522  2,556  -1.3 0.8 
 Gujarat  15,903 -5.7% 61,929  62,160  -0.4 -8.4 
 Haryana  5,966 -5.6% 29,903  31,211  -4.2 -47.0 
 Himachal Pradesh  2,827 -3.4% 6,734  6,785  -0.8 -1.5 
 Jammu & Kashmir  2,296 -25.0% 8,938  11,648  -23.3 -21.8 
 Jharkhand  2,509 -3.4% 4,997  5,142  -2.8 NA 
 Karnataka  12,146 -7.6% 43,610  48,757  -10.6 -14.5 
 Kerala  3,719 -1.4% 15,936  16,271  -2.1 2.4 
 Lakshadweep 10.7   31  31  0.0 NA 
 Madhya Pradesh  8,476 -20.2% 34,339  40,823  -15.9 -51.7 
 Maharashtra  23,105 -16.6% 97,734  117,884  -17.1 -10.4 
 Manipur  158 -11.1% 435  475  -8.4 -1.1 
 Meghalaya  290 -12.5% 1,227  1,612  -23.9 -0.7 
 Mizoram  139 -14.6% 299  334  -10.5 -1.3 
 Nagaland  103 -10.8% 437  479  -8.8 -1.1 
 Orissa  5,379 -0.3% 18,733  18,915  -1.0 -2.9 
 Puducherry  264 -4.0% 1,772  1,798  -1.4 -0.4 
 Punjab  7,019 -6.0% 37,676  38,925  -3.2 -44.5 
 Rajasthan  8,975 -0.9% 40,058  41,755  -4.1 -127.2 
 Sikkim  201 0.0% 312  316  -1.3 0.0 
 Tamil Nadu  15,515 -6.5% 65,134  70,533  -7.7 -113.5 
 Tripura  265 -9.2% 757  800  -5.4 -0.5 
 Uttar Pradesh  10,458 -15.0% 59,943  67,553  -11.3 -93.6 
 Uttaranchal  2,455 -6.0% 8,506  8,740  -2.7 NA 
 West Bengal  8,567 -1.7% 31,789  32,144  -1.1 2.7 
 Andaman Nicobar 65  162  202  -20.0 NA 
 Central - Unallocated 6,089     NA 
Total 177,515 -8.50% 712,694 775,257 -8.1 -635.5  

Source: CEA, PFC, CIRA. FY12 Projections are by CEA 

 

Annex 1 – SEB Losses Remain a Worry 

Figure 7. Trends in SEB Losses 
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Trends in Finances: Following the implementation of fiscal responsibility legislation 
across states during 2002-10, as well as implementation of state Value Added Tax 
(VAT), the fiscal deficit declined from a high of 4.4% of GDP in FY04 to 1.5% in 
FY08. Encouragingly, the revenue balance also moved into surplus mode from 
FY08 to FY09. However, with the onset of the global crisis, things took a turn for the 
worse with the deficit touching 2.9% of GDP in FY10. This was due to Sixth Pay 
Commission recommendations and other countercyclical measures. Similar to the 
story at the centre, FY11 saw an improvement to 2.7% due to higher revenues. 
While the numbers for FY12 are not yet released, similar to the situation at the 
centre, these too could see a reversal due to lower growth impacting revenues GDP 
in FY10 to 2.2% in FY12 (BE).  

VAT helped and so could GST: States’ experience with implementing VAT has 
been successful, with VAT being the most important source of tax revenue, 
contributing more than 50% of their own tax receipts. Looking ahead, introduction of 
GST would further reduce differences between taxation powers of the Centre and 
States, as States will have the power to tax the services sector. However, in addition 
to constitutional amendments, a key issue pending resolution is the finalization of 
the compensation structure in case of revenue loss to States. Being a destination-
based tax, transfer of input tax credits needs to be ensured in the case of inter-State 
transactions.  

Figure 10. State Finances – Snapshot Table (Rs Bn) 

 Fiscal 
Deficit/Surplus 

Revenue 
Deficit/Surplus 

 
Total Debt 

 FY11 FY12BE FY11 FY12BE FY11 FY12BE 
Andhra Pradesh 2.4 2.9 -0.1 -0.6 24.0 25.6 
Arunachal Pradesh 1.5 2.0 -36.0 -24.1 42.3 40.0 
Assam 8.3 2.9 5.0 -0.9 26.2 26.4 
Bihar 4.1 2.5 -1.1 -2.6 30.2 28.9 
Chhattisgarh 2.2 2.8 -0.8 -1.0 13.2 15.0 
Goa 3.6 4.8 -1.1 0.5 30.2 28.0 
Gujarat 3.1 2.4 1.1 -0.1 26.9 26.0 
Haryana 3.5 2.7 1.8 0.9 18.9 19.0 
Himachal Pradesh 3.5 2.7 0.3 -0.1 47.8 44.3 
Jammu and Kashmir 2.7 5.5 -11.9 -8.1 70.5 69.3 
Jharkhand 4.5 3.3 0.1 -3.1 27.3 30.9 
Karnataka 2.9 2.7 -0.4 -0.3 22.6 22.4 
Kerala 2.9 3.4 1.4 1.8 31.1 30.4 
Madhya Pradesh 3.5 3.0 -2.0 -1.5 30.8 31.1 
Maharashtra 2.4 1.9 0.6 0.0 21.9 21.0 
Manipur 9.3 8.2 -13.5 -11.2 66.9 69.3 
Meghalaya 2.6 2.5 -2.3 -3.8 29.4 29.1 
Mizoram 11.6 2.4 -0.3 -4.5 68.4 63.8 
Nagaland 2.8 3.5 -8.1 -8.3 46.6 46.4 
NCT Delhi 0.6 0.9 -3.5 -1.3 11.6 10.0 
Orissa 2.6 2.8 0.2 0.0 25.9 24.9 
Puducherry 7.0 6.5 3.6 0.6 42.9 44.3 
Punjab 3.2 3.8 1.7 1.6 33.4 33.4 
Rajasthan 2.5 2.4 0.3 -0.1 32.7 32.1 
Sikkim 8.9 2.4 -8.2 -15.2 45.4 43.3 
Tamil Nadu 3.2 2.8 0.6 0.0 20.8 21.6 
Tripura 4.0 2.4 -4.5 -5.5 34.0 31.9 
Uttar Pradesh 3.9 2.9 -0.2 -0.9 38.1 37.6 
Uttarakhand 2.0 3.5 -0.7 -0.4 27.2 27.1 
West Bengal 4.6 2.9 3.7 1.6 42.0 39.9 
All States  2.7 2.2 -1.3 0.3 23.5 22.5  

Source: RBI 

 

Annex II – Snapshot of State Finances 

Figure 9. Trends in State Fiscal and 
Revenues Deficits as % of GDP 
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HOW ARE DEFICITS FINANCED?  

(1) Market borrowings or issuance of 

bonds from the RBI  

(2) Statutory Transfers of taxes and 

grants from the Centre  

(3) Access to Central Plan funds through 

centrally sponsored schemes 
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India is a federation of 28 states and 7 union territories. Given the disparate nature 
of their composition and population, growth performance has varied significantly 
across states. Excluding Delhi and Goa, the richest five states (based on per capita 
incomes, these are Haryana, Maharashtra, Gujarat, Tamil Nadu, Punjab), with 
~20% of India’s population, produce ~40% of the total output. Income levels have 
varied too. The per capita income of India’s richest state – Haryana – is nearly six 
times that of the poorest state – Bihar.  

 
 
 
 
 
 
 

Annex 3 – Key State Statistics 

Figure 11. State Demographics and Growth Patterns 

 Population Urbanization 
Rate  

Literacy 
Rate 

Per Capita 
GDP 

GDP Growth  

 Mns % % Rs, FY12 FY12 
Andhra Pradesh 84.7 33.5 67.7  71,540  6.8 
Arunachal Pradesh 1.4 22.7 67.0  62,213  3.7 
Assam 31.1 14.1 73.2  33,633  8.4 
Bihar 103.8 11.3 63.8  24,681  13.1 
Chhattisgarh 25.5 23.2 71.0  46,573  10.8 
Goa 1.5 62.2 87.4  192,652  10.7 
Gujarat 60.4 42.6 79.3  75,115  10.5* 
Haryana 25.4 34.8 76.6  109,227  8.1 
Himachal Pradesh 6.9 10.0 83.8  73,608  7.6 
Jammu and Kashmir 12.6 27.2 68.7  41,833  6.8 
Jharkhand 33.0 24.1 67.6  31,982  6.6 
Karnataka 61.1 38.6 75.6  69,493  6.4 
Kerala 33.4 47.7 93.9  83,725  7.8 
Madhya Pradesh 72.6 27.6 70.6  32,222  8.2* 
Maharashtra 112.4 45.2 82.9  83,471  10.5* 
Manipur 2.7 30.2 79.9  32,284  6.2 
Meghalaya 3.0 20.1 75.5  56,643  9.5 
Mizoram 1.1 51.5 91.6  48,591  9.2* 
Nagaland 2.0 29.0 80.1  56,116  4.0 
NCT Delhi 16.8 97.5 86.3  175,812  11.3 
Orissa 41.9 16.7 73.5  46,150  7.2 
Puducherry 1.2 68.3 86.6  95,759  11.0 
Punjab 27.7 37.5 76.7  78,171  5.8 
Rajasthan 68.6 24.9 67.1  42,434  11.0* 
Sikkim 0.6 25.0 82.2  81,159  8.9* 
Tamil Nadu 72.1 48.4 80.3  84,058  9.4 
Tripura 3.6 26.2 87.8  50,750  8.9 
Uttar Pradesh 199.6 22.3 69.7  29,417  6.2 
Uttarakhand 10.1 30.6 79.6  75,604  8.8 
West Bengal 91.3 31.9 77.1  55,864  7.1 
All States  1210.0 31.1 74.0  60,972  6.9  

Source: CSO, * Indicates data for FY11 as FY12 is still not out, Census 2011 
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Figure 12. India – Macroeconomic Summary, FY00-13E (%) 

Year to 31 March FY00 FY01 FY02 FY03 FY04 FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12E FY13E 
National Income Indicators*               
Nominal GDP (Rs bn) 20,279 21,840 23,676 25,500 28,617 32,422 36,934 42,947 49,871 56,301 64,574 76,741 89,122 102,044 
Nominal GDP (US$ bn) 467 478 493 528 623.5 720.5 833.7 950.2 1240.6 1223.9 1362.3 1683.7 1,853 2,072 
Per Capita GDP (US$) 467 469 474 500 582 662 754 847 1,090 1,061 1,163 1,416 1,535 1,692 
Real GDP growth (%) 6.0 4.4 5.8 3.8 8.5 7.6 9.5 9.6 9.3 6.7 8.4 8.4 6.9 7.0 
 Agriculture growth (%) 0.5 -0.2 6.3 -7.2 10.0 1.6 5.1 4.2 5.8 0.1 1.0 7.0 2.5 3.0 
 Industry growth (%) 4.6 6.4 2.7 7.1 7.4 9.4 9.7 12.2 9.7 4.4 8.4 7.2 3.9 5.0 
 Services growth (%) 9.5 5.7 7.2 7.5 8.5 9.4 10.9 10.1 10.3 10.0 10.5 9.3 9.4 9.0 
By Demand * (%YoY)               
Consumption 7.2 3.0 5.3 2.3 5.4 2.3 8.6 7.9 9.3 7.6 8.1 8.1 6.0 6.3 
 Pvt Consm 6.1 3.4 6.0 2.9 5.9 2.1 8.5 8.7 9.2 7.1 7.0 8.1 6.5 6.5 
 Public Consm 13.2 0.9 2.3 -0.4 2.6 3.4 8.9 3.8 9.6 10.4 14.3 7.8 3.9 5.0 
Gross Fixed Capital Formn 11.2 0.0 7.4 6.8 13.6 20.7 16.2 13.8 16.2 3.5 6.8 7.5 5.6 6.5 
Cons; Invst, Savings ** (%GDP)               
Consumption 79.4 78.5 78.9 77.2 75.0 70.3 69.3 68.3 67.4 68.8 69.4 68.4 67.9 67.0 
Capital Formation 25.3 23.8 22.3 24.6 26.9 32.8 34.7 35.7 38.1 34.3 36.1 35.8 35.4 36.0 
Gross Domestic Savings 24.2 23.2 22.9 25.7 29.1 32.4 33.4 34.6 36.8 32.0 33.8 32.3 33.0 33.5 
Real Indicators (%YoY)               
Cement despatches (domestic) 15.2 -1.9 9.8 8.7 5.8 8.1 10.1 10.2 9.8 8.5 11.2 4.8 8.0 9.0 
Commercial vehicle sales 22.0 -11.9 -4.5 28.0 36.2 22.4 10.1 33.3 4.2 -21.4 39.2 27.0 14.1 15.0 
Car sales 45.3 -5.3 3.2 7.8 27.2 17.8 7.7 20.7 12.1 0.3 25.7 29.3 -4.0 7.5 
Two-wheelers 9.4 0.7 15.3 17.0 11.3 15.7 13.6 11.5 -7.8 2.7 25.9 25.8 15.0 11.0 
Diesel consumption 5.6 -3.4 -3.7 0.3 1.2 6.9 1.4 6.7 11.1 8.5 8.9 6.5 6.0 6.0 
Mobile Tele density 0.2 0.3 0.6 1.3 3.1 4.8 8.2 14.1 22.0 33.0 48.9 67.9 74.9 81.6 
Monetary Indicators (% YoY)               
Money supply 14.6 16.8 14.1 14.7 16.8 12.0 21.4 21.3 21.1 19.3 16.7 16.0 17.0 17.0 
Inflation – WPI (Avg) 3.3 7.1 3.6 3.4 5.5 6.5 4.4 6.5 4.8 8.0 3.6 8.6 9.0 7.0 
CPI (Avg) 3.4 3.7 4.3 4.1 3.8 3.9 4.2 6.8 6.2 9.1 13.0 9.5 9.0 7.0 
Bank credit growth 18.2 17.3 15.3 23.7 15.3 30.9 37.0 28.1 22.3 17.5 16.7 21.4 18.0 18.0 
Deposit growth 13.9 18.4 14.6 16.1 17.5 13.0 24.0 23.8 22.4 18.0 17.0 15.8 17.0 17.0 
Fiscal Indicators (% GDP)               
Centre's fiscal deficit) -5.2 -5.4 -6.0 -5.7 -4.3 -3.9 -4.0 -3.3 -2.5 -6.0 -6.5 -4.9 -5.9 -5.5 
State fiscal deficit -4.5 -4.0 -4.1 -3.9 -4.2 -3.3 -2.4 -1.8 -1.5 -2.4 -2.9 -2.7 -2.5 -2.5 
Combined deficit (Centre+State) -9.0 -9.1 -9.5 -9.1 -8.1 -7.2 -6.5 -5.4 -4.1 -8.4 -9.6 -8.3 -8.4 -8.0 
Off Balance Sheet Items - - - - - - -0.5 -0.9 -0.6 -1.7 -0.2 NA NA NA 
Combined liabilities ( dom+ext) 73.8 77.1 82.0 85.5 85.4 85.2 83.0 79.3 76.1 76.1 75.0 71.1 70.0 69.0 
External Sector (% YoY)               
Exports (US$bn) 37.5 45.5 44.7 53.8 66.3 85.2 105.2 128.9 166.2 189.0 182.4 250.5 300.6 351.7 
 % YoY 9.5 21.1 -1.6 20.3 23.3 28.5 23.4 22.6 28.9 13.7 -3.5 37.3 20.0 17.0 
Imports (US$bn) 55.4 57.9 56.3 64.5 80.0 118.9 157.1 190.7 257.6 308.5 300.6 381.1 476.3 557.3 
 %YoY 16.5 4.6 -2.8 14.5 24.1 48.6 32.1 21.4 35.1 19.8 -2.6 26.7 25.0 17.0 
Trade deficit (US$bn) -17.8 -12.5 -11.6 -10.7 -13.7 -33.7 -51.9 -61.8 -91.5 -119.5 -118.2 -130.6 -175.8 -205.6 
Invisibles (US$bn) 13.7 9.8 15.0 17.0 27.8 31.2 42.0 52.2 75.7 91.6 80.0 84.6 105.0 124.4 
Current Account Deficit (US$bn) -4.1 -2.7 3.4 6.3 14.1 -2.5 -9.9 -9.6 -15.7 -27.9 -38.2 -45.9 -70.8 -81.3 
 % to GDP -0.9 -0.6 0.7 1.2 2.3 -0.3 -1.2 -1.0 -1.3 -2.3 -2.8 -2.7 -3.8 -3.9 
Capital Account (US$bn) 9.5 8.8 8.6 10.8 16.7 28.0 25.5 45.2 106.6 6.8 51.6 62.0 66.6 75.6 
% GDP  2.0 1.9 1.7 2.1 2.7 3.9 3.1 4.8 8.6 0.6 3.8 3.7 3.6 3.6 
Forex Assets (excl gold) (US$bn) 35.1 39.6 51.0 71.9 106.1 135.1 145.1 191.9 299.1 241.6 252.8 273.7 269.5 263.9 
Months of imports 7.6 8.2 10.9 13.4 15.9 13.6 11.1 12.1 13.9 9.4 10.1 8.6 6.8 5.7 
External Debt (US$bn) 98.3 101.3 98.8 104.9 112.7 134.0 139.1 172.4 224.4 224.5 261.0 306.4 326.6 341.6 
 Short Term Debt  3.9 3.6 2.7 4.7 4.4 17.7 19.5 28.1 45.7 43.3 52.3 65.0 71.5 81.5 
Exchange Rate        

US$/INR - annual avg 43.4 45.7 48.0 48.3 45.9 45.0 44.3 45.2 40.2 46.0 47.4 45.6 48.1 49.3 
 % depreciation 2.8 5.3 5.0 0.6 -5.0 -2.0 -1.6 2.0 -11.1 14.4 3.0 -3.8 5.5 2.4 
US$/INR - year end 43.6 46.5 48.9 47.5 43.6 43.8 44.6 43.6 40.1 50.7 44.9 44.6 50.3 50.0 
 % depreciation 2.8 6.7 5.2 -2.9 -8.2 0.3 2.0 -2.3 -8.0 26.4 -11.4 -0.7 12.8 -0.6 

*Using spliced data, FY12 GDP data are Advanced Estimates by the CSO ** At current prices. Source: CSO, RBI, Ministry of Finance and CIRA Estimates 
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Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein 
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with 
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly, 
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report. 

IMPORTANT DISCLOSURES 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis 
product ("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: 
Legal/Compliance [E6WYB6412478]. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical 
disclosures, are contained on the Firm's disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   Valuation and Risk 
assessments can be found in the text of the most recent research note/report regarding the subject company. Historical disclosures (for up to the past three 
years) will be provided upon request. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Rohini Malkani; Anushka Shah; Atul Tiwari, CFA; Venkatesh Balasubramaniam 

OTHER DISCLOSURES 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to India. (For an explanation of the determination of significant 
financial interest, please refer to the policy for managing conflicts of interest which can be found at <a 
href="http://www.citiVelocity.com">www.citiVelocity.com</a>.) 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research 
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity 
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision 
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
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takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. LLC (Morgan Stanley) research reports may be 
available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney 
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by 
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 
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by.  The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant 
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Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
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or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
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meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 
Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital 
markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square 
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investors as defined under the Securities and Futures Act (Cap. 289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa 
(company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) 
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and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective 
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Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be reproduced or quoted in the 
Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers securities which are not 
allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be considered as advertising 
the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only and is not intended as an 
offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial products mentioned in the 
Product must take into account existing public information on such security or the financial products or any registered prospectus.  The Product is made 
available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 
29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through Citibank AS which is regulated 
by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the 
"Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center 
("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should 
not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector 
covered is made available on request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients 
and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by 
Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by 
the FSA and further details as to where this may be the case are available upon request in respect of this material.  Citigroup Centre, Canada Square, 
Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and 
registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU 
Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs), CIRA concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual CIRA analysts may also opt to circulate research posted on such 
platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
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aforementioned distribution channels. CIRA simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
CIRA product may source data from dataCentral. dataCentral is a CIRA proprietary database, which includes Citi estimates, data from company reports and 
feeds from Reuters and Datastream. 

© 2012 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, 
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