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The Economy Observer

Capex Tracker: Corporate investments grow very slowly in FY24
Government and household capex healthy

B After growing strongly in the past two quarters (4QFY24 and 1QFY25), our estimates suggest that corporate investments
weakened once again in 2QFY25. In contrast, government investments (center + states) picked up in 2Q after falling in
1Q, though household investments continued to grow decently. In 1HFY25, thus, while government investments declined
12.6% YoY (vs +33.8% in 1HFY24), corporate investments were up 10% YoY (vs -1.4%) and household investments rose
12.2% (vs +17.6%). This regular update is intended to track India’s capex trends and key drivers.

B Government investments grew 4.9% YoY in 2QFY25, implying that it shrank 12.6% YoY in 1HFY25. The center’s capex
grew 15% YoY in 2QFY25, implying a fall of 13.4% YoY in 1HFY25, while states’ capex declined for the second consecutive
quarter in 2QFY25, leading to a fall of 11.5% YoY in 1HFY25. Compared to its peak of 5.1% of GDP in FY24, fiscal
investments were down to 3.9% of GDP in 1HFY25, led by a sharper fall in states’ capex (at 1.6% of GDP) and moderation
in the center’s capex (to 2.3% of GDP).

B Accordingly, the government sector accounted for 12.3% of total investments in 1HFY25, similar to the pre-pandemic
years but lower than the average of 14.6% in the past four years (FY21-FY24). This also indicates that private investments
grew only 11.1% YoY in 1HFY25 vs. 7.4% in FY24 and an average of 9.7% during FY20-24.

B Using data on stamp duty and registration fees collected by states, our estimates suggest that household investment
(primarily residential real estate) grew 12.2% YoY in 1HFY25, following 10.7% growth in FY24. This means that the
household sector accounted for ~44% of India’s total investments in 1HFY25, the highest since FYO04.

B Lastly, as a residual, we find that corporate investments (including PSEs) picked up and reported 10% YoY growth in
1HFY25, following a fall of 1.4% in 1HFY24 (and a growth of 4.3% in FY24). The share of the corporate sector, thus, inched
up ~44% in 1HFY25, compared to its two-decade low of 42.2% in FY24.

B Overall, investment growth weakened in 1HFY25, primarily led by the government. On the other hand, household
investments grew decently but weaker than in the recent past. Corporate investments grew decently in 1QFY25, though
they moderated in 2QFY25. As fiscal investments pick up in 2HFY25, it would be interesting to note if the corporate and
household sectors continue to grow their investments.

Motilal Oswal values your supportin - Fqr the first time in two years, India’s real investments (including fixed investments,
the EXTEL POLL 2024 for India

Research, Sales, Corporate Accessand Changes in inventories, and valuables) grew slower than the total consumption
Trading team. We request your ballot. (private + government) in 2QFY25. After growing 9.4% in FY24, real investments
increased 6.5% YoY in 1HFY25, with only 5.9% growth in 2Q. Further, nominal
EXTELPOLL %205 investments were broadly unchanged at ~34% of GDP in 1HFY25 vs 1HFY24, but
: better than ~31% in the pre-pandemic years (Exhibit 1).

Exhibit 1: India’s investment rate was broadly unchanged at  Exhibit 2: Corporate sector’s share slid in FY24, while that of

~34% of GDP in 1HFY25 the government picked up
Total investments* (% of GDP) Sectoral investments# Corporate m Household ' Center = States
35.7 (% of total)
33.6 33.9 33.8 52 52 45 55 48 60 50
32.6 320 32.6 5.4 5.9 6.9 6.4 7.7 9.1 7.3
30.9 30.9
308 390 397 327 374 395, 438
26.0 50.4 492 559 507 481 49 439
1HFY15 1HFY17 1HFY19 1HFY21 1HFY23 1HFY25 1HFY19 1HFY20 1HFY21 1HFY22 1HFY23 1HFY24 1HFY25

* GFCF + Change in inventories + Valuables  # GFCF + Change in inventories MOFSL estimates

I I . Source: Various national sources, CEIC, MOFSL
Nikhil Gupta — Research analyst (Nikhil.Gupta@MotilalOswal.com)

Tanisha Ladha — Research analyst (Tanisha.Ladha@MotilalOswal.com)

Investors are advised to refer through important disclosures made at the last page of the Research Report.
Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital.


http://www.motilaloswal.com/Institutional-Equities
https://galaxy.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http%3a%2f%2fftp.motilaloswal.com%2femailer%2fResearch%2fECO-INVT_TRACKER-20230306-MOSL-SU-PG006.pdf&Email=nikhil.gupta@motilaloswal.com&UserId=132884&MailSubject=1.%20Godrej%20Consumer%20(Lower%20RM%20cost,%20GAUM%20turnaround%20to%20boost%20growth);%202.%20Bulls%20&%20Bears%20(Pain%20continues;%20India%20underperforms%20global%20markets);%203.%20Tech%20Mahindra%20(Focus%20on%20margins%20and%20leadership%20transition);%204.%20EcoScope%20(Capex%20Tracker);%205.%20Oil%20&%20Gas&ListId=116
https://www.extelinsights.com/voting/
https://www.extelinsights.com/voting/
https://www.extelinsights.com/voting/

MoTirLAaL OSWAL

EC@S(®PE

Government’s capex grew
4.9% YoY in 2QFY25, led by
the center as states’ capex

contracted for the second

consecutive quarter.

Private capex (including
PSEs) grew 6.2%/11.1% YoY
in 2Q/1HFY25 vs. an average
growth of 10.2% in the 2010s
decade.

Corporate investments
(including PSEs) picked up
and reported 10% YoY
growth in 1HFY25, following
a fall of 1.4% in 1HFY24 and
growth of 4.3% in FY24.

Non-mortgage household
debt grew 15.4% in 2QFY25,
down from its peak of
22.7% in 1QFY24 and 18.3%
growth in mortgage debt.

After growing rapidly in FY24, government investments declined sharply in 1HFY25
as corporate and household investments grew better (Exhibit 2). To provide a
comprehensive and succinct analysis of India’s investments, we present a
compilation of 13 monthly and 6 quarterly indicators in this note. We further
segregate the indicators by sectors to provide an insight into the drivers of
investments (Exhibit 3 on the next page).

Key highlights using proxy indicators:

m Using monthly (preliminary) data available for 20 states, our calculations suggest
that the government’s capex grew 4.9% YoY in 2QFY25, led by the center as
states’ capex contracted for the second consecutive quarter. This means that
government investments declined 12.6% YoY in 1HFY25 following an average
growth of 17.1% in the past five years (FY20-FY24), better than the 13.4% average
growth in the previous five years (FY15-FY19).

m  Government capex, thus, moderated to 3.9% of GDP in 1HFY25 compared to an
average of 3.6% of GDP in the 2010s decade and its peak of 5.1% of GDP in FY24.
The capex of both center and states moderated to 2.3% of GDP and 1.6% of
GDP, respectively, in 1HFY25 compared to 2.7%/2.4% of GDP in FY24 (Exhibits 4-
5). The government, thus, accounted for 12.3% of total investments in 1HFY25,
the lowest since FY20 and down from 16.0% in FY24.

m  With total nominal investments growing 6.0%/7.5% YoY in 2Q/1HFY25, such a
decline in government investments suggests that private capex (including PSEs)
grew 6.2%/11.1% YoY vs. an average growth of 10.2% in the 2010s decade.

m  Within the private sector, using data on stamp duty & registration fees collected
by states, our estimates suggest that household investments (primarily
residential real estate) grew 12.2% YoY in 1HFY25, following 10.7% growth in
FY24.

m If so, it confirms that corporate investments (including PSEs) picked up and
reported 10% YoY growth in 1HFY25, following a fall of 1.4% in 1HFY24 and
growth of 4.3% in FY24 (Exhibit 6). The share of the corporate sector, thus,
inched up ~44% in 1HFY25, compared to its two-decade low of 42.2% in FY24

m  Accordingly, the share of the household sector increased further to ~44% of
total investments in 1HFY25, much higher than the pre-COVID levels (Exhibit 7).
It also means that corporate investments rose to 14.1% of GDP in 1HFY25, the
same as in FY23 and better than the two-decade lowest level of 13.0% seen in
FY21. It, however, remains lower than 15-17% of GDP in the pre-COVID decade
(Exhibit 8).

m Lastly, it must be noted that the growth in non-mortgage household debt has
moderated in the past 4-5 quarters, lagging behind mortgage debt growth in
1HFY25. Based on SCBs’ data, non-mortgage household debt grew 15.4% in
2QFY25, down from its peak of 22.7% in 1QFY24 and 18.3% growth in mortgage
debt (Exhibit 9).

Overall, investment growth weakened in 1HFY25, primarily led by the government.
On the other hand, household investments grew decently but weaker than in the
recent past. Corporate investments grew decently in 1QFY25, though they
moderated in 2QFY25. As fiscal investments pick up in 2HFY25, it would be
interesting to note if the corporate and household sectors continue to grow their
investments.
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Exhibit 3: Tracking India’s investments through various indicators

Indicator Unit 2QFY24 3QFY24 4QFY24 1QFY25 2QFY25 FY10-19 FY20-24 1HFY25
Total real investments % YoY 10.7 11.5 8.0 7.1 5.9 7.3 4.7 6.5
GFCF + Change in inventories % YoY 11.6 9.6 6.4 7.4 5.3 7.3 4.9 6.6
Government investments
Total (general) government % YoY 22.8 34.6 7.6 -30.9 4.9 12.6 15.9 -12.6
Central government % YoY 14.9 65.1 0.1 -35.4 14.9 13.9 23.1 -13.4
State governments* % YoY 32.6 11.7 13.6 -20.8 -5.7 11.9 10.2 -11.5
Household (HH) investments
Household investments@ % YoY 19.4 12.6 -1.2 11.4 13.0 11.4 11.2 12.2
SD&RF collection* % YoY 17.8 11.7 -1.6 11.2 13.4 12.7 12.9 12.3
SCBs household debt $ % YoY 18.0 18.4 18.3 16.6 16.1 14.0 15.5 16.1
ow: Mortgage % YoY 135 14.3 17.1 18.2 18.3 15.5 14.7 18.3
ow: Non-mortgage debt % YoY 19.5 19.8 18.7 16.1 15.4 13.5 15.8 15.4
Corporate investments
Corporate investments @ % YoY 3.6 4.4 17.9 20.3 -0.9 10.8 6.5 10.0
SCBs Corporate debt » % YoY 11.5 11.5 13.3 7.8 9.4 13.0 4.8 9.4
Infrastructure loans % YoY 3.0 5.8 6.6 5.5 2.1 14.5 4.5 2.1
IIP: Capital goods % YoY 8.8 7.5 4.1 3.0 4.9 1.1 -0.3 4.0
Nominal imports of capital goods % YoY 2.9 -0.8 -1.3 7.0 7.0 43 5.1 7.0
Manufacturing capacity utilization@ % 74.0 74.7 76.8 74.0 0.0 75.0 70.0 74.0
Current assessment for production capacity@ % 19.3 20.4 12.1 6.6 4.8 5.0 8.9 5.7
Expected assessment for production capacity@ % 39.5 39.5 34.9 22.5 12.3 6.1 21.0 17.4
Corporate bonds@ % YoY 9.6 11.3 9.6 10.0 13.5 16.8 9.1 13.5
Some other common indicators
IIP: Construction ~ % YoY 12.8 6.5 7.1 8.1 33 5.1 4.5 5.7
Cement production % YoY 10.3 5.1 7.6 0.4 2.9 6.1 4.8 1.6
Steel consumption % YoY 17.7 14.4 10.7 15.0 12.0 5.4 6.7 13.5
Memo items
Total investments (including valuables) % of GDP  34.8 31.6 33.9 32.8 34.7 35.1 315 33.8
GFCF + Change in inventories %of GDP 324 30.0 32.6 32.2 31.8 33.3 30.1 32.0
General government investments* % of GDP 6.4 4.8 5.0 4.2 6.3 3.6 4.4 3.9
Corporate investments % of GDP 119 14.3 13.5 133 12.7 16.5 13.8 14.1
Household investments % of GDP  15.1 13.3 14.0 12.5 13.6 12.3 12.4 14.0
SCBs Corporate debt % of GDP  22.0 22.7 22.1 22.7 22.7 30.0 23.7 22.1
Corporate bonds % of GDP  16.0 15.9 15.7 15.8 16.0 13.7 16.6 17.0
SCBs HH debt % of GDP  28.8 29.6 29.6 30.5 31.0 22.0 28.6 31.4
* Based on the data of 20 states up to Sep’24 @ Quarterly in frequency, monthly
otherwise
$ Including agricultural, transport operators, trade, and personal loans A SCB loans excluding household and NBFC loans
# Available from 1QFY11 (% YoY from 1QFY12) ~ Available from Apr'12 (% YoY from Apr'13)

Source: Various national sources, CEIC, MOFSL
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Exhibit 4: Fiscal capex declined to 3.9% of GDP in 1HFY25... Exhibit 5: ...led by the center’s and states’ capex
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Exhibit 6: Household investments continued to grow faster Exhibit 7: Household investments likely inched up further to
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Exhibit 8: Corporate capex has also picked up but remains Exhibit 9: Non-mortgage debt growth moderated in 1HFY25;
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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