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Index of Industrial Production (IIP) increased to a 19-month high of 8.4% YoY in November 
2017 against a revised 2.0% YoY in the previous month, mainly on account of a higher 
Manufacturing growth. The Industrial output last rose faster than November 2017 was in 
March 2016 at 9.8% YoY, according to Bloomberg. The growth can also be attributed to a 
lower base in the year-ago period when demonetization hurting demand. However, growth 
number for October 2017 was revised downward from 2.2% YoY registered earlier to 2.0% 
YoY.  

During November 2017, Manufacturing sector grew by 10.2% YoY compared with 2.2% YoY 
growth registered in October 2017. Growth in Mining sector also accelerated to 1.1% YoY 
in November from –0.1% YoY in October. Among the use-based category, Consumer Non-
durables production growth rose by 23.1% YoY in November 2017, which was on account 
of lower base and sharp growth in Pharmaceutical products. On the other hand, Capital 
goods output rose 9.4% YoY in November compared with 6.6% YoY in October.  

 

 

In Manufacturing sector, 15 out of 23 industry groups have shown positive growth during 
the month of November 2017. The industry group ‘Manufacture of pharmaceuticals, me-
dicinal chemical and botanical products’ has shown the highest positive growth of 39.5% 
YoY, followed by 29.1% YoY in ‘Manufacture of computer, electronic and optical products’ 
and 22.6% YoY in ‘Manufacture of other transport equipment’. On the other hand, the in-
dustry group ‘Other manufacturing’ has shown the negative growth of -15.9% YoY, fol-
lowed by -13.1% YoY in ‘Manufacture of wearing apparel’ and -11.2% YoY  in ‘Manufacture 
of electrical equipment’.  

 

 

Among the use-based classification, some important item groups showing high positive 
growth during the month were ‘Bodies of trucks, lorries and trailers’ (202.0% YoY), 
‘Digestive enzymes and antacids (incl. PPI drugs)’ (110.7% YoY), ‘Separators including de-
canter centrifuge’ (71.4% YoY), ‘Axle’ (61.9% YoY), ‘Stainless Steel utensils’ (55.5% YoY),  
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‘Sugar’ (46.4% YoY), ‘Steroids and hormonal preparations (including anti-fungal prepara-
tions)’ (40.9% YoY), ‘HR coils and sheets of mild steel’ (37.2% YoY), ‘HR plates of mild 
steel’ (22.8% YoY) and ‘Two-wheelers (motorcycles/ scooters)’ (20.7% YoY).  

Some important item groups that have registered highest negative growth include 
‘Jewellery of gold (studded with stones or not)’ (-68.7% YoY), ‘Anti-malarial drug’ (-66.4% 
YoY), ‘Hand Tools incl. interchangeable tools, not mechanized’ (-51.8% YoY), ‘Plastic jars, 
bottles and containers’ (-43.9% YoY), ‘Printing Machinery’ (-40.4% YoY), ‘Electric heaters’ (-
37.1% YoY), ‘Plastic components of packing/ closing/ bottling articles & of electrical fit-
tings’ (-23.0% YoY), ‘Electrical apparatus for switching or protecting electrical circuits (e.g 
switchgear, circuit breakers/switches, control/ meter panel)’ (-22.6% YoY), ‘Readymade 
Garments, knitted’ (-21.6% YoY), ‘Generators / Alternators’ (-21.6% YoY) and ‘Tooth 
Paste’ (-20.2% YoY).  

 

 

India’s Consumer Price Index (CPI) based Inflation hit a 17-month high in December 2017. 
CPI Inflation came in at 5.2% YoY in December 2017 against 4.88% YoY in November, 
mainly due to increase in foods and oil prices. This increase was also attributable to the last 
year’s base of demonetization.  

CPI Food Inflation continued to witness a jump, with prices of food rising 4.96% YoY in De-
cember from 4.42% YoY in November. Food inflation remained volatile with prices falling in 
September and firming up from October, as eggs, vegetables and fruits became relatively 
more expensive. Vegetables prices grew 29.13% YoY in December as compared with 
22.48% YoY a month ago, while prices of pulses continued to fall -23.47% YoY as compared 
with -23.53% YoY in November. Core Inflation too remained high in December at 5.1% 
which can be attributed to partial pass-through of rise in input prices and HRA implementa-
tion. Fuel Inflation, which has seen an uptick in July, remained unchanged at 7.9% YoY in 
December. Housing Inflation grew 8.25% YoY in December from 7.36% YoY a month ago.  

Among the use-based classification,  
sub group ‘Bodies of trucks, lorries and 
trailers’ has shown the highest positive 
growth of 202.0% YoY and ‘Jewellery of 
gold’ has registered the negative 
growth of 68.7% YoY in November. 

CPI Food Inflation continued to witness 
a jump, with prices of food rising 4.96% 
YoY in December from 4.42% YoY in 
November. Among food items, Vegeta-
bles prices grew 29.13% YoY in Decem-
ber 2017 against 22.48% YoY a month 
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Exhibit 2:  IIP Growth Table 
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At a time when India’s CPI Inflation has been accelerating, Wholesale Price Index (WPI) 
based Inflation decelerated to 3.58% YoY in December from 3.93% YoY in the previous 
month. Among the major groups, Wholesale Food Inflation decelerated to 4.72% YoY in 
December from 6.06% YoY a month ago while Fuel Inflation accelerated to 9.16% YoY 
against 8.82% YoY during the same period. Inflation for Manufactured items remained the 
same at 2.61% YoY in both November and December.  

The rate of Inflation based on WPI Food Index consisting of 'Food Articles' from Primary 
Articles group and 'Food Product' from Manufactured Products group decreased from 4.1% 
YoY in November to 2.91%YoY in December 2017. Vegetables Inflation witnessed some 
softening at 56.46% YoY in December as against 59.8% YoY in the previous month. How-
ever, onions witnessed a whopping 197.05% YoY rise in Inflation. Inflation in protein rich 
eggs, meat and fish cooled to 1.67% YoY in December 2017, while that in fruits spiked to 
11.99%YoY. 

 

 

Overall, we expect IIP readings to remain strong over next few months helped by continued 
recovery from disruptions, especially in labor-intensive sectors and supportive base effect. 
Manufacturing growth is likely to remain robust as displayed by PMI and auto sales num-
bers. Along with Consumer Non-durables, Consumer Durables is expected to start witness-
ing a turnaround in growth based with a pick up in retail credit.  

On the Inflation front, lower WPI reading is very encouraging as it reflects sharp seasonal 
correction in food prices. Fall in food Inflation in the WPI for December might signal some 
correction in the CPI inflation for food items in the ongoing month. Further, the rupee’s 
appreciation may have helped cap the upside risks emanating from the rise in global com-
modity prices. We expect, the Reserve Bank of India (RBI) to maintain status quo in its next 
policy meeting. 

 

WPI Inflation decelerated to 3.58% YoY 
in December from 3.93% YoY in the 
previous month on lower food prices. 
Wholesale Food Inflation decelerated 
to 4.72% YoY in December from 6.06% 
YoY a month ago. 
 

Exhibit 3:  WPI & CPI Trend 
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India’s Exports grew by 12.36% YoY in December 2017 to $27.03 billion on account of 
strong performance by sectors like engineering goods and petroleum products. Exports 
have been on a positive trajectory since August 2016 to December 2017 with a dip of 1.1% 
YoY in the month of October 2017. Exports of engineering goods as well as petroleum prod-
ucts showed an increase of over 25% YoY in December 2017. However, shipments of ready-
made garments declined by 8% YoY to USD1.33 billion in December 2017. Cumulative value 
of Exports for the period April-December, FY2017-18, was $223.512 billion against 
$199.467 billion in the year-ago period, registering a growth of 12.05%.   

On the other hand, India’s Imports surged significantly to $41.91 billion, up 21.12% YoY, on 
increased inbound shipments of crude oil and gold. Gold imports surged by 71.5% to $3.39 
billion in December against $1.97 billion in December 2016. Imports of petroleum products 
and crude oil increased by a significant 35% to $10.34 billion in December from $7.66 bil-
lion a year ago. The ministry said the global brent prices increased by 18.75% in December 
2017  compared to December 2016 as per World Bank commodity price data. Cumulative 
value of Imports for the period April-December, FY2017-18, was $338.369 billion against 
$277.89 billion in the year-ago period, registering a growth of 21.76%.   

As a result, Trade Deficit in the month of December widened to $14.88 billions as com-
pared to $10.55 billion during the same period last year. For the first nine month (April-
December) FY2017-18, it stood at $114.85 billion.    
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Exhibit 4:  Exports-Imports Growth Trend  
 

Source: Bloomberg 

Exhibit 5:  Trade Balance Trend  
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