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Industrial Production (IIP)
14 Mar. 2018

Key Highlights —

On account of a muted performance of
Manufacturing sector and a unfavorable base, the index of Industrial Production registered 4.4% YoY growth in
March 2018.



IIP for March 2018 slowed to 4.4% YoY against previous four months’ (Nov-Feb) 7.0%
YoY plus print.



Though moderation was in expected line on account of high base of last year, the slowdown was more than expected.



The primary cooling of IIP was on the manufacturing front, which slowed from past
four months’ above 8.0% YoY growth to 4.4% YoY in March.



Capital goods sector too registered its first de-growth in 8 months. Production declined
by 1.8% YoY in March compared to 15% YoY plus growth clocked in the past three
months.

The Index of Industrial Production (IIP) grew by 4.4% YoY in March 2018 against the expectation of 6.1% YoY. IIP growth in last 4 months (November-February) has been trending in
the range of 7-8% YoY. Though moderation was in expected line on account of high base of
last year, the slowdown was more than expected. IIP growth number for February also revised downward to 7.0% YoY from 7.1% YoY reported earlier. Lower growth number came
in March on account of muted performance by manufacturing as well as capital goods sectors. Manufacturing sector grew by 4.4% YoY in March 2018 against above 8% YoY in February. However, electricity remained largely stable, registering 5.9% YoY growth. Mining
too registered a growth of 2.8% YoY against a fall of 0.3% YoY in February 2018, on account
of a strong performance by coal output.
Capital goods, a barometer of investments, showed a decline in output by 1.8% YoY in
March against 20% YoY growth registered in February. This could be attributed to a sharply
adverse base effect and is likely to reverse from April. Meanwhile, infrastructure & construction goods continued to show good momentum, growing by 8.8% YoY in March. Consumer non-durables outperformed once again, registering a growth of 10.9% YoY during
March against 7.4% YoY in February 2018. On the other hand, consumer durables showed a
slowdown in growth of 2.9% YoY against 7.9% YoY in February, mainly due to base effect.
For the whole fiscal year 2017-18, IIP growth stood at 4.3% YoY as compared to 4.4% YoY in
FY2016-17.

Exhibit 1: IIP Growth Trend (YoY%)

Source: Mospi
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Manufacturing Sector
In Manufacturing sector, 11 out of 23 industry groups have shown positive growth during
the month of March 2018. The industry group ‘Manufacture of furniture’ has shown the
highest positive growth of 41.5% YoY, followed by 20.6% YoY in ‘Manufacture of food products’ and 17.2% YoY in ‘Manufacture of motor vehicles, trailers and semitrailers’. On the
other hand, the industry group ‘Other manufacturing’ has shown the highest negative
growth of 30.7% YoY, followed by 20.6% YoY in ‘Manufacture of tobacco products’ and
18.6% in ‘Manufacture of wearing apparel’.

Use-based Sector

Among the use-based classification,
sub group ‘Hand Tools incl. interchangeable tools’ and ‘Jewellery of
gold’ have registered negative growth
of 67.6% YoY and 66.5% YoY, respectively in March 2018.

Among the use-based classification, some important item groups has shown high positive
growth included ‘Stainless steel utensils’ (95.5% YoY), ‘Sugar’ (78.2% YoY), ‘Axle’ (51.8%
YoY), ‘Rim (wheel)’ (45.6% YoY), ‘Bars and Rods of Alloy and Stainless Steel’ (44.0% YoY),
‘Separators including decanter centrifuge’ (41.8% YoY), Vaccine for veterinary medicine’ (38.8% YoY), ‘Digestive enzymes and antacids (incl. PPI drugs)’ (32.1% YoY), ‘API &
formulations of vitamins’ (25.9% YoY) and ‘Commercial Vehicles’ (24.7% YoY).
Some important item groups that have registered high negative growth include ‘Hand Tools
incl. interchangeable tools, not mechanised’ (-67.6% YoY), ‘Jewellery of gold (studded with
stones or not)’ (- 66.5% YoY), ‘Material handling, lifting and hoisting equipment’ (-56.1%
YoY), ‘Generators/ Alternators’ (-54.7% YoY), ‘Printing machinery’ (-47.6% YoY), ‘Other tobacco products’ (-40.6% YoY), ‘Paper of all kinds excluding newsprint’ (-40.4% YoY), ‘Bags/
pouches of HDPE/ LDPE (plastic)’ (-39.3% YoY), ‘Plastic components of packing/ closing/
bottling articles & of electrical fittings’ (-32.2% YoY), ‘Readymade Garments, knitted’ (30.2% YoY) and ‘Anti-pyretic, analgesic/antiinflammatory API & formulations’ (-29.9% YoY).

Exhibit 2: Sectoral Growth Trend (YoY%)

Source: Mospi
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Exhibit 3: Sectoral Growth Trend (YoY%)

Source: Mospi

Exhibit 4: IIP Growth Table
Mar-18 Feb-18
yoy (%) y oy (%)

Jan-18
yoy (%)

Apr-Mar FY18
yo y(%)

Industrial Production

4.4

7.0

7.4

4.3

Manufacturing
Mining
Primary Goods
Intermediate Goods
Consumer Durable

4.4
2.8
2.9
2.1
2.9

8.5
-0.4
3.7
3.2
7.5

8.6
0.2
5.8
4.9
7.8

4.6
2.3
3.7
2.2
0.6

Consumer Non Durable
Infrastructure Goods
Capital Goods

10.9
8.8
-1.8

7.3
12.6
19.5

11.0
7.0
12.8

10.3
5.5
4.4

Source: Mospi

Outlook
Slowdown in IIP growth in March 2018 was more than expected, driven by the deteriorating performance of manufacturing as well as capital goods sector and a unfavorable base.
Going forward, output growth in FY2018-19 is likely to be better than FY2017-18 due to
expectation of a normal monsoon, healthy vehicle sales and sector specific programmes
such as housing for all. However, main concern is the sustained sluggishness in labour intensive sectors like Readymade Garments, paper, tobacco products, gold Jewellery etc.
These have been contracting for more than 12 months now. Moreover, E-way bill could
lead to further disruption.
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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.
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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.
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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
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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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