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India’s GDP grew at the fastest pace in five quarters in Q3 (Oct-Dec) of FY2017-18. 
Growth came in at 7.2% YoY in Q3 against a revised 6.5% YoY in the previous quar-
ter and 6.8% YoY in the same period last year, helped by a sharp pickup in the Ser-
vices sector and a rebound in Agriculture and Manufacturing. GDP growth rate for 
Q2 was revised upwards to 6.5% YoY from the earlier estimate of 6.3% YoY. From 
the expenditure side, Gross Fixed Capital Formation (which is a proxy for private 
investment) and valuables (including gold and precious stones) led to the surge in 
GDP number. Gross Fixed Capital Formation was up 12% YoY in Q3 of FY2017-18 
against 8.7% YoY in the same period last year.  
 
On the other hand, Manufacturing, Construction, Financial Services and Agriculture 
were among five of the eight sectors that recorded a pickup in GVA growth in Q3. 
However, Mining, electricity and trade communication were the sectors that 
bucked the trend.GVA growth came in at 6.7% YoY in Q3 against 6.2% YoY in Q2 of 
FY2017-18. GVA growth in Q3 of FY2017-18 also benefitted from a favourable base 
effect, given that October-December 2016 (Q3 of FY2016-17) was the first quarter 
to be hit due to demonetization.  
 
The second advance estimate by Central Statistics Office (CSO), showed that the 
overall GDP growth rate for FY2017-18 is estimated to inch up marginally to 6.6% 
YoY from the first advance estimate of 6.5% YoY released last month, but would be 
the lowest growth in four years.  

 
 
 
 

Agricultural GVA growth came in at 4.1% YoY in Q3 of FY2017-18 compared to 
growth of 2.7% YoY in Q2 of FY2017-18. According to the second advance estimate 
of Department of Agriculture and Cooperation (DAC), India’s foodgrains output is 
estimated to reach a record 277.49 million tonne in 2017-18 while the crucial 
wheat harvest may see a marginal decline. According to the estimate, wheat pro-
duction may slip to 97.11 million tonne in 2017-18 crop year (July-June) compared 
with 98.51 million tonne in the previous year. The fall in wheat production is 
mainly due to 4.27% drop in acreage at 30.42 million hectare this season. The food 
grains production in rabi season is seen at an all time high of 139.02 million tonne 
and kharif grown at 138.46 million tonne this year. Last year, the country had pro-
duced a total 275.11 million tonne food grains. 

Exhibit 1:  GDP Growth Trend  

 

Source: Bloomberg 
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Manufacturing sector GVA grew by 8.1% YoY in Q3 of FY2017-18 as compared to 
growth of 6.9% YoY in Q2 FY2017-18.  
 
However, quarterly GVA for Q3 of FY2017-18 from mining and quarrying sector 
registered a de growth of 0.1% YoY as compared to a growth of 7.1% YoY in Q2 of 
FY2017-18.  
 
Quarterly GVA for Q2 of FY2017-18 from electricity, gas, water supply and other 
utility services sector grew by 6.1% YoY as compared to growth of 7.7% YoY in Q2 
of FY2017-18.  
 
Quarterly GVA from construction sector grew by 6.8% YoY as compared to growth 
of 2.8% YoY in Q2 of FY2017-18.  

 
 
 
 

GVA growth for Trade, hotels, transport, communication and services for Q3 
FY2017-18 came in at 9.0% YoY as compared to growth of 9.3% YoY in Q2 of 
FY2017-18. Among the other services sectors, the key indicators of railways, 
namely, the net tonne kilometers and passenger kilometers have shown growth 
rates of 8.6% YoY and 0.2% YoY, respectively in Q3 of FY2017-18 against the growth 
rates of (-)4.7% YoY and (-)0.1% YoY, in the corresponding period of previous year. 
In the transport and communication sectors, the sale of commercial vehicles and 
cargo handled at major ports, registered growth rates of 33.9% YoY and 4.0% YoY, 
respectively in Q3 of FY2017-18.  
 
Quarterly GVA for financial, insurance, real estate and professional services  for Q2 
FY2017-18 grew by 6.7% YoY as compared to growth of 6.4% YoY in Q2 of FY2017-
18.  
 
Quarterly GVA for Public administration, defence and other services grew by 7.2% 
YoY as compared to growth of 5.6% YoY in Q2 of FY2017-18.  
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Exhibit: 2 Percentage Trend in GVA Growth 
Particular FY17-18 FY17-18 FY17-18 FY16-17

Q3 Q2 Q1 Q3

GVA 6.7 6.2 5.6 6.9
Agriculture 4.1 2.7 2.7 7.5
Mining -0.1 7.1 1.8 12.1
Manufacturing 8.1 6.9 -1.8 8.1
Electricity 6.1 7.7 7.1 9.5
Construction 6.8 2.8 1.5 2.8
Trade,Hotels,Transport and Comm. 9.0 9.3 8.4 7.5
Financing,Ins,Real Est and Prof Services 6.7 6.4 8.9 2.8
Public Administration, defence & other 7.2 5.6 13.2 10.6
Source: Mospi
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On the expenditure side, Private Final Consumption Expenditure (PFCE) grew at a 
slower rate in Q3 of FY2017-18. PFCE grew by 5.6% YoY against 6.6% YoY registered 
in Q2 of FY2017-18. Government Final Consumption Expenditure (GFCE) growth 
came in at 6.1% YoY. On the other hand, growth in fixed capital formation im-
proved to 12.0% YoY  in Q3 of FY2017-18 from 6.9% in Q2 of FY2017-18.  
 

 
 
 
 

Robust growth in manufacturing and significant acceleration in construction mark a 
turnaround in the  growth momentum. Moreover, sharp improvement in Capital 
formation was a notable surprise.  
 
The revival in economy was also backed up by core sector growth, which picked up 
pace in January. Eight Infrastructure sectors grew at a faster pace of 6.7% YoY in 
January 2018 against 3.4% YoY in the year-ago month as petroleum and cement 
output zoomed and steel, power, and coal production improved. The Eight core 
sectors grew by 4.2% YoY in December and 7.4% YoY in November. Cumulatively, 
the growth in the Eight core sectors during April-January this fiscal slowed to 4.3% 
YoY against 5.1% YoY in the same period last fiscal. Petroleum refinery production 
increased 11% YoY in January compared to no growth in the same month last year. 
Cement output for the month shot up by 20.7% YoY. Electricity generation in-
creased by 8.2% YoY against 5.2% YoY in January 2017. Coal and steel sector output 
also improved by 3% YoY and 3.7% YoY, respectively, this January compared to 
January 2017. However, the sectors where production dropped include crude oil, 
where output was 3.2% YoY lower, fertilizers, where production fell by 1.6% YoY 
and natural gas, where there was a drop of 1% YoY in the month under review. 
 
Going forward, growth is likely to remain firm around 7.2% level in Q4 of FY2017-
18. This will keep full-year real GDP growth close to of 6.7%. However, moderation 
in private consumption along with higher trade deficit remain as a area of concern. 
 
 
 
 
 

Exhibit 3: Percentage Trend in GDP Growth by Expenditure 
Particular FY17-18 FY17-18 FY17-18 FY16-17

Q3 Q2 Q1 Q4

GDP Final Expenditure 7.2 6.5 5.7 6.1
Private Final Consumption Expenditure (PFCE) 5.6 6.6 6.6 7.3
Government Final Consumption Expenditure (GFCE) 6.1 2.9 17.1 31.9
Gross Fixed Capital Formation (GFCF) 12.0 6.9 1.6 -2.1
Source: Bloomberg
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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 
unrelated 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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