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Lower MTM loss aids higher RBI surplus in FY24

Key Points

» The RBI surplus expanded by 141% to Rs2,018.8bn in FY24 from Rs874.20bn in
FY23 on account of lower contingency provisions as mark-to-market losses on foreign
and domestic securities moderated.

» Income was up 17% while expenses declined by 56.3% on account of lower provision
(down by 67.3%). Expenses (excluding provisions) were up by 27.5%.

» Interest from foreign sources was up by 71.1%, supported by ~14% expansion in the
foreign securities portfolio. Income from domestic sources was up by 3.2% mainly on
account of lower net interest outgo under the liquidity adjustment facility (LAF)
operations. Other income declined by 5.9% on account of lower FX gains (down by
19.1%).

» Total economic capital of the RBI stood at ~22.55% in FY24, which is within the range
of 20-24.5% prescribed by the Bimal Jalan Committee.

RBI balance sheet expands by 11.1% led by foreign securities: Increase in the RBI's
balance sheet on the asset side was due to rise in foreign investments, gold and loans &
advances by 13.90%, 18.26% and 30.05%, respectively. Domestic assets constituted 23.31%
while foreign currency assets, gold (including gold deposit and gold held in India) and loans &
advances to financial institutions outside India constituted 76.69% of total assets as on March
31, 2024.

Lower provisions aided by reduced MTM loss boosted RBI surplus: Provisioning declined
by 67.3% to Rs 428.20bn in FY24 from Rs1308.76bn in FY23 as market-to-market losses on
foreign and rupee securities moderated. The balance (mark to market adjustment) in
Investment Revaluation Account (IRA)-Foreign securities increased from Rs(-)1,654.88bn as
on March 31, 2023 to Rs(-)1,432.20bn as on March 31, 2024 because of softening of yields
for almost all major markets across maturity buckets. The balance in IRA-Rupee Securities
increased from Rs (-)194.17bn as on March 31, 2023 to Rs(-)70.90bn as on March 31, 2024
due to softening of yields across the curve. The Contingency Risk Buffer increased from
Rs3,512bn in FY23 to Rs4,286.21bn in FY24 aided by provisions of Rs428.20bn and reversal
of some of the mark-to-market losses on foreign and rupee securities (Exhibit 2). The available
realized equity (ARE) or contingency risk buffer was thus maintained at 6.5% of total assets.
As on March 31, 2024, total gold held by the RBI was at 822.10 metric tonnes compared to
794.63 metric tonnes as on March 31, 2023. The balance in Currency and Gold Revaluation
Account (CGRA) increased from Rs11,247.33bn as on March 31, 2023 to Rs11,307.93bn as
on March 31, 2024 mainly due to depreciation of rupee and increase in the price of gold. This,
along with the Contingency Risk buffer contributed to the RBI’s total economic capital, which
stood at 22.55% of total assets in FY24.

Income growth moderates on lower FX gains and domestic interest income: Income
was up 17% in FY24 vs 47.1% growth in FY23. Interest income growth moderated to
31.3% in FY24 from 50.5% in FY23 as domestic interest income grew by a meagre 3.2%
due to interest on rupee securities declining by 4.1% even as net interest outgo under the
LAF operations moderated. Interest from foreign sources was up 71.1%. Other income
declined by 5.9% on account of lower FX gains (down by 19.1%). The rate of earnings on
foreign currency assets was 4.21% in FY24 compared to 3.73% in FY23.

Key Macro Forecasts

Particulars FY23 FY24F FY25F

GDP (% YoY) 7.0 7.8 6.6
GVA (% YoY) 6.7 7.0 6.5
Agriculture (% YoY) 4.7 1.3 3.8
Industry ex.

construction (% YoY) 0.6 9.1 6.3
Services inc.

construction (% YoY) 9.9 [ 7.3
CPI (average) 6.7 5.4 4.8
WPI (average) 10.0 -0.7 25
Interest rates-Repo 650 6.50 6.0
(Fiscal year end) ) ) )
Fiscal deficit (% of

GDP) 6.4 5.8 51
Current account

balance (% of GDP) 20 07 -13
INR/USD (Average) 80.3 828 846
10 year yields 735 716 7.0
(average) ) ) )
Crude oil price (US$ 050 821 800

/bbl average)

Source : CSO, CEIC, Nirmal Bang Institutional

Equities
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Exhibit 1: RBI balance sheet grew by 11.1%

Exhibit 2: Lower mark-to-market loss aided expansion
of contingency risk buffer
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Exhibit 3: Contingency risk buffer at 6.5% of assets

Exhibit 4: Total economic capital at ~ 22.5% of assets
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Exhibit 5: RBI balance sheet expansion led by foreign assets in FY24

Liabilities (Rs.bn) Fy21 FY22 FY23 FY24
Capital 0.05 0.05 0.05 0.05
Reserve Fund 65.00 65.00 65.00 65.00
Other Reserves 2.34 2.36 2.38 24
Deposits 14,915.38 17,337.88 13,542.17 17,198.39
Contingency Fund 2,845.42 3,109.87 3,512.06 4,286.21
Asset Development Fund 228.75 229.75 229.75 229.75
Revaluation Accounts 9,244.55 9,345.44 11,260.88 11,309.637
Other Liabilities 1,506.58 755.48 1,352.83 2,605.21
Notes Issued 28,268.63 31,057.21 33,482.45 34,780.40
Total Liabilities 57,076.69 61,903.02 63,447.56 70,477.03
Assets

Notes,Rupee,Small Coin 7.55 5.25 2.87 4.69
Gold - ID 1,041.40 1,253.49 1,407.66 1,646.05
Gold - BD 1,435.83 1,968.64 2,307.34 2,747.14
GOLD 2,477.23 3,222.13 3,715.00 4,393.19
Investments - Foreign BD 12,299.40 11,411.28 10,089.93 14,890.81
Investments Foreign ID 27,219.79 29,798.63 32,072.02 33,129.76
FOREIGN SECURITIES 39,519.20 41,209.91 42,161.95 48,020.57
Investments -Domestic-BD 13,331.74 14,888.16 14,064.23 13,633.69
Investments Domestic ID 0.00 0.00 0.00 0.00
RUPEE SECURITIES 13,331.74 14,888.16 14,064.23 13,633.69
Loans and Advances 1,351.19 2,087.93 2,888.14 3,755.93
Investment in Subsidiaries 19.64 20.64 20.64 20.64
Other Assets 370.15 469.00 594.75 648.32
TOTAL ASSETS 57,076.69 61,903.02 63,447.56 70,477.03

Source: RBI, Nirmal Bang Institutional Equities Research

Exhibit 6: Lower provisions aid higher surplus in FY24

(Rs.bn) FY18 FY19 FY20 FY21 FY22 FY23 FY24
Income 782.81 1930.36 1496.72 1332.73 1601.12 235457 2755.72
Interest 738.71 1068.37 1093.33 690.57 950.89 1430.73 1886.06
o/w interest on from foreign sources 345.40 458.15 483.77 254.69 326.54 602.97 1,031.78
o/w interest from domestic sources 393.31 610.22 609.57 435.88 624.35 827.76 854.28
Others / FX gains and losses 44.10 861.99 403.39 642.16 650.23 923.84 869.67
o/w Exchange gain/loss from FX transaction -40.67 289.98 299.93 506.03 689.91 1033.08 836.16
o/w CF written back 0.00 526.18 0.00 0.00 0.00 0.00 0.00
Total Expenses 282.77 170.45 925.4 341.47 1298.00 1480.37 646.94
Employee cost 38.48 68.51 89.28 47.88 38.69 60.04 78.90
Provisions 141.9 0.64 736.15 207.10 1146.67 1308.76 428.20
Surplus 500.04 1759.91 571.3206 991.26 303.12 874.20 2,108.78
Interim dividend 100 280 - - - - -
Distributable surplus 400.04 1,479.91 571.32 991.26 303.12 874.20 2,108.78

Source: RBI, Nirmal Bang Institutional Equities Research
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation.
NBEPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001436. NBEPL is also a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited
in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject
company. NBEPL or its associates or Analyst do not have any conflict or material conflict of interest at the time of publication
of the research report with the subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of
this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities
of the company covered by Analyst during the past twelve months. NBEPL or its associates have not received any
compensation or other benefits from the company covered by Analyst or third party in connection with the research report.
Analyst has not served as an officer, director or employee of Subject Company and NBEPL / analyst has not been engaged
in market making activity of the subject company.

Analyst Certification: I, Teresa John, research analyst, the author of this report,, hereby certify that the views expressed
in this research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to
the inclusion of specific recommendations or views in this research. The analyst is principally responsible for the preparation
of this research report and has taken reasonable care to achieve and maintain independence and objectivity in making
any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

ACCUMULATE -5% to 15%
SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or
refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and
particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed
to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though
disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by
virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or
any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group
companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients,
and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the
advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The
price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks
inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value
of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept
any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this
research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or
indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in
this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors.".

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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