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Unpacking India's Economic Pulse through GST Data

Goods and Services Tax (GST): From Tax Reform to Real-Time Economic Barometer

The introduction of the Goods and Services Tax (GST) in India on July 1, 2017, marked a monumental shift in the nation's indirect
taxation landscape. GST aimed to create a unified national market, streamline tax compliance, and enhance transparency.

Beyond its primary fiscal objectives, the highly digitized nature of GST has inadvertently made it a rich source of real-time
economic data.

Monthly Gross GST Collections (INR lakh crores)
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Source: PIB, GST Portal.

GST Collections — A Mirror to India’s Growth Story:

The growth trajectory of GST collections is increasingly recognized as a vital barometer for assessing India's aggregate economic
performance, specifically its GDP and GVA growth. India is largely a consumption-driven economy. As GST is fundamentally a
consumption tax (borne by the end consumer), its collections directly mirror the level of consumption expenditure and, by

extension, overall economic activity. A robust growth in GST collections signifies healthy consumer demand and business
transactions across various sectors.
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Source: CEIC, Income Tax Department (link).

The sustained growth in GST collections over recent years, often exceeding nominal GDP growth, underscores its dual

contribution from economic expansion and enhanced tax compliance. This makes it a powerful, albeit not exclusive, tool for
assessing the dynamism of the Indian economy.



https://incometaxindia.gov.in/Documents/Direct%20Tax%20Data/Final-Approved-Time-Series-Data-2023-24-English.pdf
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Moreover, according to a study published by the GST Department, Government of Kerala (here), the states with higher GST
collections tend to show stronger GDP growth, though the relationship tends to vary due to factors like sectoral composition, tax
efficiency, and policy implementation.

GST Revenue and GDP Growth Trends Across Major States:

State Average GST Average Nominal GST-GPP
Revenue (Z Cr.) GDP Growth (%) Correlation (r)
Maharashtra 1,80,000 7.5 0.82
Tamil Nadu 1,20,000 6.8 0.78
Karnataka 1,10,000 7.2 0.79
Gujarat 1,00,000 7.0 0.75
Uttar Pradesh 90,000 6.5 0.70
Bihar 30,000 5.2 0.55
Jharkhand 28,000 5.0 0.50
West Bengal 70,000 6.0 0.65
Punjab 40,000 5.8 0.60
Chhattisgarh 35,000 55 0.58

Source: GST Department, Government of Kerala (link).

While a strong correlation exists, it's important to consider the limitations:
o Inflation Impact: Higher prices can inflate GST revenues without real growth in output.
e Policy Changes: Rate changes or exemptions can distort the relationship between GST and GDP.
o  Exclusion of Informal Sector: GDP includes informal sector contributions, which GST does not capture well.

QOur Take:

The growth in GST collections acts as a robust indicator for overall GDP growth, reflecting underlying consumption patterns
and the formalization of the economy. Closely monitoring these GST data points can provide a significant analytical edge:
o Early trend identification: By tracking GST collections, businesses can gain an early understanding of demand
shifts and supply chain activity.
e Macro-economic health check: Consistent growth in GST collections offers a reliable, high-frequency signal of
the economy's health and consumer confidence.

HDFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INAO00011538. Website: www.hdfc-
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Disclaimer

This communication is being sent by the Investment Advisory Group of HSL IA., registered under SEBI (Investment Advisors) Regulations, 2013
under the Registration number INA000011538.

This note has been prepared exclusively for the benefit and internal use of the recipient and does not carry any right of reproduction or disclosure.
Neither this note nor any of its contents maybe used for any other purpose without the prior written consent of HSL IA, Investment Advisory Group
(HSL 1A). In preparing this note, we have relied upon and assumed, without any independent verification, accuracy and completeness of all
information available in public domain or from sources considered reliable. This note contains certain assumptions and views, which HSL A
considers reasonable at this point in time, and which are subject to change. Computations adopted in this note are indicative and are based on
current market prices and general market sentiment. No representation or warranty is given by HSL IA as to the achievement or reasonableness
or completeness of any idea and/or assumptions. This note does not purport to contain all the information that the recipient may require.
Recipients should not construe any of the contents herein as advice relating to business, financial, legal, taxation, or other matters and they are
advised to consult their own business, financial, legal, taxation and other experts / advisors concerning the company regarding the
appropriateness of investing in any securities or investment strategies discussed or recommended in this note and should understand that
statements regarding future prospects may not be realized. It may be noted that investments in equity and equity-related securities involve a
degree of risk and investors should not invest any funds unless they can afford to take the risk of losing their investment. Investors are advised
to undertake necessary due diligence before making an investment decision. For making an investment decision, investors must rely on their
own examination of the Company including the risks involved. Investors should note that income from investment in such securities, if any, may
fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Neither
HSL 1A nor any of its employees shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including
lost profits arising in any way from the information contained in this material. This note does not constitute an offer for sale, or an invitation to
subscribe for, or purchase equity shares or other assets or securities of the company and the information contained herein shall not form the
basis of any contract. It is also not meant to be or to constitute any offer for any transaction. HSL IA and its affiliates, officers, directors, key
managerial persons and employees, including persons involved in the preparation or issuance of this material may from time to time, have long
or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein. HSL |A may at any time solicit or provide
commercial banking, credit, advisory or other services to the issuer of any security referred to herein. Accordingly, information may be available
to HSL IA, which is not reflected in this material, and HSL 1A may have acted upon or used the information prior to, or immediately following its
publication.

HSL IA neither guarantees nor makes any representations or warranties, express or implied, with respect to the faimess, correctness, accuracy,
adequacy, reasonableness, viability for any particular purpose or completeness of the information and opinions. Further, HSL IA disclaims all
liability in relation to use of data or information used in this report which is sourced from third parties.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the HSL IA team and all its
activities are segregated from HSL IA activities. The proprietary desk operates independently, potentially leading to investment decisions that
may deviate from research views.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves,
Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.. NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP:
11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment Adviser Reg. No.:
INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.

This information is for educational/information purposes only.




