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Rural India Shifting economic foundations

In the past few quarters, rural India has been shouldering the responsibility of consumption growth in the country while urban
mass consumption remained soft, impacted adversely by persistent inflation.

Sectoral Growth:

Services: Fastest-growing sector with 8.8% CAGR, led by financial services (9.1%), trade & hotels (9.8%), and real
estate (8.3%) (Source- HSIE Research Report)

Industry: Stable 7.1% CAGR, supported by strong performance in mining (13.5%) and construction (8.7%);
manufacturing lagged (5%) (Source- HSIE Research Report)

Agriculture: Sluggish 3.9% CAGR, pulled down by weak crop growth (2.8%), although aquaculture (7.4%) and
livestock (5%) showed resilience (Source- HSIE Research Report).

State-Level Performances:

Leaders: Maharashtra, Tamil Nadu, Kerala, and Andhra Pradesh are spearheading growth, primarily driven by their
burgeoning services sectors. Although Uttar Pradesh had a lower per capita income compared to its peers, it showed
stronger overall growth.

Laggards: Karnataka and Madhya Pradesh reported subdued growth, particularly in their agriculture and industry
sectors.

Other Highlights:

There's a significant disparity in district-wise per capita income; for instance, rural districts such as Dakshina Kannada
(Karnataka) and Namakkal (Tamil Nadu) have per capita incomes exceeding USD 5,000, whereas many districts in
Uttar Pradesh remain below USD 1,000 (Source- HSIE Research Report).

Top-performing districts often exhibit sector specialization, with examples including aquaculture in Andhra Pradesh,
livestock in Tamil Nadu, and mining in Uttar Pradesh.

Population Growth

Rural India is transitioning swiftly from an agri-centric economy to a servicesled economy. 112 rural districts representing a
population of 291mn have already crossed the threshold of per capita income of USD2,000. This pool of wealthy individuals is
expected to drive sustained demand for discretionary products and services. (Source- HSIE Research Report).

Rural score
Nominal | Real rural Nominal contribution of Soctor soares
rural per GSDP sectors to rural GSDP FY25 Weighted
States capita CAGR average

income |(FY22-FY25)| Agri | Industry | Services | Agri |Industry | Services | rural score

FY25 ($) (%)
[Karnataka 3,086 6.2 20% 24% 56% 0.0 5.8 8.2 6.8
[Andhra Pradesh 2,984 6.5 36% 22% 42% 3 6.0 8.6 7.0
[Kerala 2,939 6.7 13% 21% 66% 35 3.9 8.2 7.2
Tamil Nadu 2,769 7.6 20% 30% 50% 21 7.8 9.1 75
[Maharashtra 2,698 7.7 20% 22% 58% 52 5.6 9.1 7.7
[Rajasthan 2,047 6.6 30% 27% 43% 4.0 7.6 7.3 6.1
Madhya Pradesh 1,680 6.2 48% 19% 33% 42 5.8 8.5 54
Uttar Pradesh 979 8.1 32% 21% 47% St 10.0 7.6 6.1
[Analysis universe 1,972 7.1 28% 23% 49% 4.0 6.9 8.3 6.4
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(Source- HSIE Research Report)

Changes in Consumption Patterns

The increasing pool of wealthy individuals in rural areas (those with over USD 2,000 per capita income) is anticipated to drive
a sustained demand for discretionary products and services, indicating a shift in consumption patterns as income levels rise.

Overall nominal GDP of analysis universe (INR 109 tn)
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(Source- HSIE Research Report)

Agriculture:

Rural India's agriculture sector, accounting for 51% of the nation's rural agriculture, grew at a real CAGR of 3.9% from FY2022-
FY2025, lagging behind overall rural growth. While crops (59% share) grew at a mere 2.8%, livestock (29%) and aquaculture
performed better at 5% and 7.4% respectively, though all three subsectors saw decelerated growth compared to previous
periods. Uttar Pradesh and Maharashtra posted positive agricultural growth, while Karnataka saw a decline. Nominal agri per
capita income stood at USD 1,145 in FY2025.

Agri GSDP across states (FY25: INR 60.5 tn) Nominal agri GDP for analysis universe (FY25: INR 30.7 tn)
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(Source- HSIE Research Report)

Industry

The rural industry sector, representing 88% of rural industry in India, grew at a 7.1% real CAGR from FY2022-FY2025, aligning
with overall rural growth. This was largely driven by strong performances in mining (13.5%), construction (8.7%), and utilities
(6.9%), despite manufacturing lagging at 5%. Uttar Pradesh led state-level growth with a 10.6% real CAGR, while Kerala's
growth was muted at 3.7%. Notably, nominal per capita income in the industry sector surpassed USD 2,000 across almost all
states, with Uttar Pradesh being the exception, still above USD 1,000.



https://www.hdfcsec.com/hsl.docs/Rural%20India%20-%20Jun25%20-%20HSIE-202506301322308048209.pdf?t=472025112246377
https://www.hdfcsec.com/hsl.docs/Rural%20India%20-%20Jun25%20-%20HSIE-202506301322308048209.pdf?t=472025112246377
https://www.hdfcsec.com/hsl.docs/Rural%20India%20-%20Jun25%20-%20HSIE-202506301322308048209.pdf?t=472025112246377

HDFCTIU

HONESTY | EXPERTISE

Industry GSDP across states (FY25: INR 28.7tn)
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The rural services sector, covering 86% of India's rural services, grew at a robust 8.8% real CAGR from FY2022-FY2025,
outpacing overall rural growth. This expansion was primarily led by strong performances in trade & hotels (9.8% CAGR)
and financial services (9.1% CAGR), while public administration (6.9% CAGR) was a drag. Key segments like real estate,
logistics, and financial services significantly improved their growth rates compared to pre-COVID levels. Tamil Nadu and
Maharashtra led state-wise growth for the sector, both achieving 9.6% CAGR, though Rajasthan underperformed at 7.6%.
Notably, the services sector's nominal per capita income has now exceeded USD 3,000, with all states above USD 2,000.

(Source- HSIE Research Report)

Services GSDP across states (FY25: INR 62 tn)
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Exhibit 50: Nominal services GDP for analysis
universe (FY25: INR 53.2 tn)
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HDFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INA0O00011538. Website: www.hdfc-

tru.com, Email: tru@hdfcsec.com, Phone: +91 993020394
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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 1A
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 IA 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 A 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 IA 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 |A 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 IAs) 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.




