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Economic activity appears to be slowing down, in contrast to the strong 8.4% Q3 GDP growth
* Gross Value Added, a better indicator for growth, slowed down to 6.5% YoY in Q3FY24 from 7.7% in Q2
 Agricultural sector contracted in Q3, as advance estimates suggest disappointing rabi production

* However, forecasts suggest that climatic conditions will turn favourable for monsoon 2024

» Job creation has decelerated, potentially affecting urban consumption

* FMCG growth slowed down in Q3 due to a moderation in urban volume growth and a decline in prices

Household consumption is shifting towards processed food and non-food items

* Rural consumption has grown at a 9.2% CAGR since 2011-12, surpassing the urban 8.5% CAGR

» Share of food in total consumption expenditure has come down, driven by a decline in cereals consumption
* However, the share of processed food has risen, now representing nearly one-tenth of total expenditure

* Among non-food items, the share of expenditure on transportation and durable goods has increased

Gold outlook brightens amid central banks’ demand, geopolitical risks, rate-cut expectations
* Realinterest rates correlate negatively with gold prices, while ETF gold holdings correlate positively

* ETFs have reduced gold holdings, yet gold prices remained resilient due to increased central bank demand
* Rising geo-political tensions and expectations of monetary policy easing by global central banks favour gold

* Central banks' gold demand is likely to stay high as they diversify FX assets away from the US dollar
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Gross Value Added (GVA) better indicator of growth than GDP for Q3 36Cz>

Gross Domestic Product (GDP) boosted by a sharp contraction in subsidy expenditure in the Dec’23 quarter m
Real GDP Vs GVA A wide divergence between Gross Value
15%  YoY Added (GVA) and Gross Domestic Product
——GVA GDP (GDP) was witnessed in Q3FY24
10% 8.1% 8.4% GDP improved from 8.1% YoY in

September 2023 to 8.4% YoY in December

/ o 2023, while GVA slowed from 7.7% YoY to

7.7%

5% —— 6.5% 6.5% YoY during the same period
GDP = GVA + indirect taxes net of
0% subsidies (indirect taxes - subsidies)
Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 Dec-23
40% Indirect Taxes Net of Susidies (Real) 100% Subsidies Expenditure (Nominal) Indirect taxes net of subsidies grew by
YoY YoY 32% YoY in Dec quarter in real terms,
% boosting the GDP growth in Q3
30% 50% g g
20% The increase was driven by a 54% YoY
0% contraction in subsidies outgo by the
10% Central Government during the Dec
o quarter
0% -50%
Thus, GVA is a better indicator of growth
-10% -100% than GDP for the December quarter
Dec-21 Jun-22  Dec-22  Jun-23  Dec-23 Dec-21 Jun-22 Dec-22  Jun23  Dec-23
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Agriculture sector contracts in Q3 on weak crop production 36Cz>

Rabi (winter crop) production estimates disappoint following weak kharif production attributed to erratic monsoon m
Agriculture Sector GVA

10% YoY Agriculture GVA recorded a contraction of

0.8% YoY in Q3FY24, down from a muted

8% growth of 1.6% YoY in the previous quarter
6% 7.6%
49 Agricultural growth continues to slow
° down from a peak of 7.6% YoY in the
2% Mar'23 quarter due to the uneven
0% temporal and spatial distribution of the
last monsoon season
2% -0.8%
Dec-20 Jun-21 Dec-21 Jun-22 Dec-22 Jun-23 Dec-23
Agriculture Production 2023-24: Advance Estimates (YoY)
1% 3% 1%
° — Weak agricultural production has been
- - 0% [ holding back recovery in the rural sector
5o ° 3% and keeping food inflation high
e -7%
3 -9% -9% The monsoon season in 2024 will be
-13% crucial for recovery in the agri sector and
-18% easing of food inflation
Rice Other Pulses  Oilseeds Sugarcane Jute & Rice Wheat Coarse Pulses  Oilseeds
Cereals Mesta Cereals
Kharif Season Rabi Season
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Forecasts suggest climatic conditions favor a normal monsoon in 2024 360
El Nifio is expected to transition to neutral by May-Jun’24, and the IOD is expected to turn positive |-|-|

Monthly Sea Surface Temperature Anomalies for NINO 3.4 region
(°C above or below average)

2.4
El Nifo conditions adversely affect the
1.6 ———" — - El Nifio Indian monsoon, leading to poor rainfall
TTTTT O TTeTee~ll and, consequently, impacting agricultural
0.8 ‘~~--_____ production
0.0 o El Nifo is expected to transition to a
-0.8 neutral phase (neither El Nifio nor La Niha)
La Nifa by the time the Indian monsoon sets in
-1.6
Oct-23 Dec-23 Feb-24 Apr-24 Jun-24 Aug-24
Monthly Sea Surface Temperature Anomalies for IOD region
IOD index °C
2.0 ( index~C) A positive Indian Ocean Dipole (IOD) leads
16 to higher monsoon rainfall and more active
' Positive IOD (above-normal rainfalll monsoon days in
1.2 the Indian subcontinent, while a negative
0.8 P mmmmmmm—=mm s IOD leads to less rainfall and more
0.4 \ Py a2 monsoon break days (no rainfall)
0.0 IOD conditions are expected to turn
0.4 Negative IOD positive before the onset of the Indian
-0.8 monsoon in 2024
Oct-23 Dec-23 Feb-24 Apr-24 Jun-24 Aug-24
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Job creation has slowed down, would impact urban consumption 360

EPFO net subscriber additions are flat, IT sector workforce is declining, and employment expenses growth is decelerating %

EPFO Net Subscriber Additions (3 Month Moving Average) 150 IT Sector - Net Employee Additions
1,500
Thousands Thousands
1,000 100
- - l |
-500 (50)
Apr-18 Jan-19 Oct-19 Jul-20 Apr-21 Jan-22 Oct-22 Jul-23 Dec-20 Jun-21 Dec-21 Jun-22 Dec-22 Jun-23 Dec-23
25% Yoy Listed Companies Employee Expenses Various indicators suggest a slowdown in employment generation —
21% 1. EPFO net subscriber additions have plateaued post the peak in
20% March 2022
159% 2. The IT sector workforce has been declining for the past 5 quarters
(e]
12% 3. Listed companies’ employee expenses growth has slowed down
10% from 21% YoY in March 2023 to 12% YoY in December 2024

4. Naukri JobSpeak index also indicates a gradual slowdown in hiring
5% activity (see: Panorama December 2023)

Dec-20 Jun-21 Dec-21 Jun-22 Dec-22 Jun-23 Dec-23

Note: Listed companies’ employee expenses based on a sample of 3000+ companies
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FMCG market growth slows down in Q3, both in volume and value terms 360

Volume growth in FMCG witnessed a sharper slowdown in urban regions than in rural regions |-|-|

FMCG Market Growth (%YoY) FMCG value growth slows down from
12.2% 12.2% in Jun’23 quarter to 6% YoY in

10.2% Dec’23
7.6%
3 1%

m Value H Volume

9.0% 9
7.5% 8.6%

6 0% 6 4% Volume growth declines to 6.4% in Dec’23
from 8.6% in the previous quarter
FMCG value growth falls below volume

growth in Dec’23 quarter on account of

-0.3% price correction
Dec-22 Mar-23 Jun-23 Sep-23 Dec-23
FMCG Volume Growth (%YoY) - Rural FMCG Volume Growth (%YoY) - Urban The decline in volume growth is driven by

a sharp fall in urban volume growth

6.4% 5.8% 10.2% 10.2% _ _
' Rural volume growth also declined in

4.0% o December 2023 after recovering over the
. 599 6.8% past 2-3 quarters
0, . (o]
ﬂ Urban growth hinges on the recovery in
1.7% l employment generation, while rural
- growth depends on improvement in the
-2.8% agricultural sector

Dec-22 Mar23 Jun-23 Sep-23 Dec-23 Dec-22 Mar23 Jun-23 Sep-23 Dec-23

Source: Avendus Spark, NielsenlQ, Business Standard, 360 ONE Asset Research
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Patterns
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Rural consumption growth surpassed urban over the last decade 36Cz>

The share of food in both rural and urban consumption expenditure is declining m

Monthly Per-capita Consumption Expenditure (MPCE)

8,000 Rs Rural monthly per capita consumption
6.459 expenditure (MPCE) has increased at a

6,000 8.5% 8.5% CAGR in urban
4,000 9:2% 3,773 0.5 Urban MPCE was 1.7 times rural MPCE in
9.4% o2 1 084 2,630 2022-23, lower than the 1.8 times in 2011-
' 12
2,000 1054 1,430 1105
486 579 05 855
0
Rural Urban The share of food in total consumption

expenditure has come down in both rural

Share of Food in Total Expenditure (%) =i USRI SFEEE

594 57.0 The gap in the share of food in total
3.1 52.9 expenditure between rural and urban
46.4 areas has also reduced over the past
X\ L decade
48.1 o
405 444 42.6 ?9\.2 The share of food in the current CPI

basket, at 45.9%, is expected to decrease
in the next base year revision. The lower

share of food should also reduce volatility
1999-00 2004-05 2009-10 2011-12 2022-23 in the headline CPI

Note: MPCE growth rate on Compounded Annual Growth Rate (CAGR) basis

Rural =>&=Urban
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Cereals’ share has dropped, while processed food’s share has risen 36Cz>
Among non-food items, the share of expenditure on travel and durable goods has increased considerably m
Share of Cereals in Total Expenditure (%) Share of Processed Food in Total Expenditure (%)
22.2
Rural  =>«=Urban Rural =<=Urban
17.4 10.6
137 8.0 70—
12.4 4.9 7.4
9.6 8.1
3.6
1999-00 2004-05 2009-10 2011-12 2022-23 1999-00 2004-05 2009-10 2011-12 2022-23
Share of Transportation in Total Expenditure (%) Share of Durable Goods in Total Expenditure (%)
Rural  =<=Urban 8.6 72
Rural  =>&Urban 5.6
6.2 i/ . 6.0
5.5 o 5.6 76 4.5 4.3
S —é ' 3.6 - —
4.0
a 4.9 3.7
2.9 ' 3.5 2.6
1999-00 2004-05 2009-10 2011-12 2022-23 1999-00 2004-05 2009-10 2011-12 2022-23
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Processed food now accounts for almost one-tenth of the expenditure 36Cz>

Rural households spend a higher share on medical expenses and a lower share on education compared to urban HHs m

m Rural (Weight: 46.4) Food - % Share of Total MPCE (2022-23)

B Urban (Weight: 39.2)
Rural households spend a higher share on

9.1 96 10.6
8.3 79 76 .
all categories of food except processed
4.9 3.6 food compared to urban households
il = .l l I
L™ - -

Cereals Pulses Milk Vegetables & Egg, Fish&  Edible Oil Spices, Sugar Processed
Fruits Meat etc. Food
Rural households spend a higher share on
= Rural (Weight: 53.6) Non Food - % Share of Total MPCE (2022-23) medicall expenses and a lower share on
education compared to urban households
® Urban (Weight: 60.8) 10.1 9.2 Rent accounts for 6.6% of total
7.6 diture in urban areas, compared to
6.7 7.1 69 7.2 6.6 expenditure in u y P
6.3 5.8 5 5.1 61 54 just 0.8% in rural areas
3.3
II I I lI II II 0.8 I Transportation accounts for a significant
. — share of total expenditure in both rural
and urban regions
Fuel Education  Medical Transport Consumer Clothing& Durable Rent Misc. N €

Services Footwear Goods

Source: MOSPI, 360 ONE Asset Research
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Gold prices have held up despite a steep increase in real interest rates 360

ETF gold holdings have come down as real interest rates rose, but gold prices remained resilient |-|-|
Real Yields Vs Gold
4 2,500
US 10 Yr real yield ——Gold, US$/oz [R] _
3 2000 Generally, real interest rates are
' negatively correlated with the price of
2
1,500 gold
]
1,000 However, over the last two years, gold
0 prices have not corrected despite a steep
-1 500 increase in real interest rates
) 0
Mar-03 Mar-05 Mar-07 Mar-09 Mar-11 Mar-13 Mar-15 Mar-17 Mar-19 Mar-21 Mar-23
ETF Holdi
5,000 Gold Holdings 2 500
4000 Tonnes ——Gold, US$/0z [R] 000 ETF gold holdings have also reduced as
! ! real interest rates rose
3,000 1,500 There is a strong positive correlation
5000 1,000 between ETF gold demand and gold price
1,000 500 However, gold prices remained resilient
' despite the reduction in ETF gold holdings
0 0

Mar-03 Mar-05 Mar-07 Mar-09 Mar-11 Mar-13 Mar-15 Mar-17 Mar-19 Mar-21 Mar-23
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Higher demand from central banks has kept gold prices high 360

The share of central banks in total gold demand has increased to 23% in 2022-23 from an average of 11% in the 2010s

asset
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Gold Demand by Central Banks

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

iiii 'iii

60%  58%

Iiil Iiii

49%  44%  45%

2010 2011 2012 2013 2014

Jewellery

Source: World Gold Council, 360 ONE Asset Research

Share in Gold Demand

'iﬁi Iiil IIiI 'Iii

57%  ap% 53% 52%  49% i 56%

Iiil

2015 2016 2017 2018 2019 2020 2021
Technology mInvestment m Central Banks

23%

47%

2022

23%

49%

2023

The steep increase in gold demand by
central banks in 2022 and 2023 supported
the gold prices

Central banks are diversifying their foreign
exchange reserves away from the US
dollar to increase their resilience in the
event of sanctions

In the 2022-23 period, central banks' share
of total gold demand rose to 23%, up from
an average of 11% during the 2010s
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Geopolitical tensions and monetary policy easing favor gold
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Central banks' demand for gold should also remain high as they seek to diversify their assets away from the US dollar %

Geopolitical Risk Index

600
—|ndex
400
Long Term Average
200
I_“..A.A an Y 7Y WY . . a L ,A'\-.A...;_AA. - |
L4 Ad '-wv"w A J VV‘VW v Uy vy 1
0

1985 1988 1991 1994 1997 2000 2003 2006 2009 2012 2015 2018 2021 2024

Gold brice ind q Performace of Gold after Fed's 1st Rate Cut
old price indexed to 2001 5007

180 ' 100 on the100th day

2019 —A
160  Prior to first Fed cut 0 verage
140
120
100
80 Days

0 50 100 150 200 250 300 350 400 450 500 550 600 650 700

The Geopolitical Risk Index, calculated by
tallying articles concerning adverse
geopolitical events in newspapers, is
higher than the long-term average

This indicates that geopolitical risks
persist above normal levels

Gold tends to perform well due to safe-
haven demand when geopolitical risks are
high

Central banks' demand for gold should
also remain high amid geopolitical
fragmentation

Central banks are expected to start easing
monetary policy in 2024

This should bring down real yields and,
thus, is positive for gold

Historically, gold has performed well post-
Fed rate cuts
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Disclaimer 36Cz>
m

This document constitutes confidential and proprietary material and may not be reproduced or further distributed in part or full to any other person without the written
permission of 360 ONE AMC. This document is the property of 360 ONE AMC and must be returned to 360 ONE AMC or its affiliates upon request. This document is provided for
assistance only and is not intended to be used for taking investment decisions or otherwise. This document is not investment, legal, tax, or accounting advice. The recipients
should also inform themselves, and should take appropriate advice, on the legal requirements and shall not rely on this document for any subscription, purchase, holding,
exchange, redemption or disposal of any investments. The opinions expressed herein are the personal opinions of the author. Past Performance is not an indicator/guarantee of
future returns. Investment in securities are subject to market risk. Whilst every care has been taken in preparing this document, 360 ONE AMC and its affiliates and agents to the
fullest extent permitted by applicable law disclaim any liability or responsibility for any error or omission or inaccuracy or mistake of any nature or any consequences of the use
of the material/ information displayed on this document. Notwithstanding the aforesaid, nothing set out above shall exclude liability for any undertaking, representation, warranty
or other assurance made fraudulently. The information given in this document is not exhaustive and is subject to change without notice.
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