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Maintaining the recovery momentum, the Index of Industrial Production (IIP) grew by 7.1% 
YoY in December 2017. Moreover, IIP growth for November, 2017 was revised upwards to 
8.8% YoY from provisional estimates of 8.4% YoY. Higher growth number came in Decem-
ber on account of robust performance by manufacturing as well as higher off take of capital 
goods and non-durable consumer goods sectors. The growth can also be attributed to a 
lower base in the year-ago period when demonetization hurting demand. IIP had grown at 
2.4% YoY in December 2016. Cumulative IIP growth for the period April-December FY2017-
18 stood at 3.7% against 5.1% during the same period of FY2016-17 .  

During December 2017, Manufacturing sector grew by 8.4% YoY compared to just 0.6% YoY 
in December 2016. Capital goods, a barometer of investments, showed a sharp increase in 
output by 16.4% YoY in December, 2017 as against a decline of 6.2% YoY year ago. On the 
other hand, consumer non-durables too showed an increase of 16.5% YoY against contrac-
tion of 0.2% YoY in December 2016. 

 

 

In Manufacturing sector, 16 out of 23 industry groups have shown positive growth during 
the month of December 2017. The industry group ‘Manufacture of other transport equip-
ment’ has shown the highest positive growth of 38.3% YoY, followed by 33.6% YoY in 
‘Manufacture of pharmaceuticals, medicinal chemical and botanical products’ and 29.8% 
YoY in ‘Manufacture of computer, electronic and optical products’. On the other hand, the 
industry group ‘Manufacture of tobacco products’ has shown the highest negative growth 
of 28.2% YoY followed by 22.3% YoY in ‘Other manufacturing’ and 14.9% YoY in 
‘Manufacture of electrical equipment’.  

 

 

Among the use-based classification, some important item groups has shown high positive 
growth during December 2017 included ‘Bodies of trucks, lorries and trailers’ (254.1% YoY), 
‘API & formulations of hypo-lipidemic agents incl. anti-hypertriglyceridemics (e.g. simvas-
tatin, atorvastatin, etc); anti-hypertensive’ (250.4% YoY), ‘Ship building and parts thereof’  
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(144.1% YoY), ‘Digestive enzymes and antacids (incl. PPI drugs)’ (88.4% YoY), ‘Meters 
(electric and non-electric)’ (77.1% YoY), ‘Separators including decanter centrifuge’ (67.8% 
YoY), ‘Axle’ (48.7% YoY), ‘Commercial Vehicles’ (40.6% YoY), ‘Two wheelers (motorcycles/ 
scooters)’ (36.0% YoY) and ‘Cement- all types’ (20.4% YoY).  

Some important item groups that have registered high negative growth include ‘Electric 
heaters’ (91.8% YoY), ‘Jewellery of gold (studded with stones or not)’ (72.1% YoY), ‘Hand 
Tools incl. interchangeable tools, not mechanised’ (63.2% YoY), ‘Other tobacco prod-
ucts’ (50.0% YoY), ‘Plastic jars, bottles and containers’ (38.1% YoY), ‘Bags/ pouches of 
HDPE/ LDPE (plastic)’ (35.6% YoY), ‘Medical/ surgical accessories’ (34.3% YoY), Plastic com-
ponents of packing/ closing/ bottling articles & of electrical fittings’ (28.3% YoY), ‘Material 
handling, lifting and hoisting equipment’ (27.7% YoY), ‘Paper of all kinds excluding news-
print’ (26.8% YoY), ‘Telephones and mobile instruments’ (25.7% YoY) and ‘Readymade Gar-
ments, knitted’ (22.5% YoY).  

 

 

India’s Consumer Price Index (CPI) based Inflation slowed to 5.07% YoY in January 2018 
against a 17-month high of 5.21% YoY in December 2017, due to easing prices of vegeta-
bles and fruits. CPI number for January is in line with the Reserve Bank of India’s (RBI) esti-
mated inflation at 5.1% for the quarter ended March 2018, up from its previous forecast of 
4.3-4.7%. Last week, the RBI estimated the retail inflation for FY2018-19 in the range of 5.1-
5.6% during April-September and 4.5-4.6% in the second half of the fiscal year.  

The consumer food price index (CFPI) eased to 4.7% YoY in January from 4.96% YoY in De-
cember. Inflation in the vegetable basket slowed to 26.97% YoY against 29.13% YoY in De-
cember. Prices of fruits too rose at a lower pace of 6.24% YoY in January compared with 
6.63% YoY recorded in the preceding month.  

During January, fuel and light inflation stood at 7.58% YoY compared with 7.90% YoY in 
December, while housing inflation stood at 8.33% YoY from 8.25% YoY in the previous 
month.  

Among the use-based classification,  
sub group ‘Bodies of trucks, lorries and 
trailers’ has shown the highest positive 
growth of 254.1% YoY and  ‘Electric 
heaters’ has registered the negative 
growth of 91.8% YoY in December. 

 
CPI Food Inflation eased to 4.7% YoY in 
January 2018 from 4.96% YoY in De-
cember. Among food items, inflation in 
the vegetable basket slowed to 26.97% 
YoY against 29.13% YoY in December.  

Exhibit 2:  IIP Growth Table 
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Consumer Price Inflation (CPI) 

Particulars Dec-16 Apr-Dec FY18 Apr-Dec FY17
yoy (%) Index yoy (%)         yoy(%)         yoy (%)

Industrial Production 7.1 130.3 2.4 3.7 5.1
Manufacturing 8.4 131.6 0.6 3.8 5.0
Mining 1.2 115.5 10.8 2.8 4.3
Primary Goods 3.7 127.9 7.4 3.5 5.4
Intermediate Goods 6.2 129.5 2.1 1.7 3.4
Consumer Durable 0.9 117.8 -5.0 -1.2 4.8
Consumer Non Durable 16.5 152.9 -0.2 10.3 7.5
Infrastructure Goods 6.7 134.2 5.5 4.3 5.1
Capital Goods 16.4 113.3 -6.2 3.8 3.4

Dec-17
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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. However, expansion in the 
volatile capital goods segment is unlikely to sustain in long run  as December’s double digit 
growth was mainly attributed by favorable base effect.  

On the Inflation front, Inflation numbers for January are modestly lower mainly due to 
moderating food prices , while lower base effect limit a larger correction in price pressures. 
Going forward, the main factor will come into play somewhere around June when the Gov-
ernment will announce the MSP (minimum support prices for crops).   

 

 

 
   

 
 
 

Exhibit 3:  CPI Trend 
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Disclaimer 

Any document, including this report, which is prepared by the research team of Stewart & Mackertich Wealth Management Ltd. 
(SMIFS) is circulated for the purpose of information only to the intended recipient and should not be replicated or quoted or    
circulated to any person/corporate or legal entities in any form. This  document/documents  / reports / opinion should not be 
interpreted as an Investment/ taxation/ legal advice. While the information contained in the report has been procured in good 
faith, from sources considered/ believed to be reliable, all/ part of the statement/ statements/ opinion/ opinions/ view/ views in 
the report may not be considered to be complete or accurate. Therefore, it should only be relied upon at the recipients own risk.  
 
Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of the company (SMIFS) 
are often sought after for expressing their views on print/ electronic/ web media. The views expressed are purely based 
on their assumption/ understanding on fundamental approach/ technical and historic facts on the subject. The views 
expressed should not be construed as an offer to buy/ sell or hold equity/ commodity/ currencies or their derivatives. 
The views/ opinions expressed is for information purpose only, and may change due to underlying factors, related or un-
related or other market conditions and may or may not be updated.  
 
Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees, agents, and representatives 
shall not be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost 
profits that may arise from or in connection with the use of the information/ research  reports/ opinions expressed.  
 
Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives on which the research 
report is made or opinion is formed or views are expressed in print or electronic media. We ensure all compliance is adhered to 
with this report/ reports/ opinion or views expressed. 
 
Analyst ownership of the stock – NIL  
Analyst’s dependent relatives’ ownership in the stock – NIL  
 
Analyst Certification: The matter related to the report has been taken from sources believed reliable and the views expressed 
about the subject or issues in this report accurately reflect the personal views of the analyst/ analysts. Stewart & Mackertich 
Wealth Management Ltd. does not compensate partly or in full, directly or indirectly, related to specific recommendations or views 
expressed by the research analysts/ market strategists/ Portfolio Managers.  
 
REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by Securities & Exchange Board of 
India (SEBI), registration number being INH300001474.  
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