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Although aided by favorable base, growth points out to stronger economic momentum

In GVA terms, the economy
grew at 8% YoY in Q1 FY19
compared to 5.6% YoY during
the same quarter of last year.
Growth was supported by a sharp
increase in real estate and
manufacturing.

Gross Fixed Inv estment
continues to grow in double
digits. Investment growth came
in at 10% YoY in Q1 FY19,
following 14.9% YoY growth in
Q4 of FY18.

India’s GDP growth returned to 8% level for the first time in two years in
Q1 (April-June) of FY19 on account of the strong performance of
Manufacturing sector along with a favorable base of last year. GDP growth
accelerated to 8.2% YoY in Q1 of FY19 compared with 5.6% YoY in the
same quarter of last year. In Q4 of FY18, GDP growth was at 7.7% YoY. In
GVA terms, the economy grew at 8% YoY in Q1 FY19 compared to 5.6%
YoY during the same quarter of last year. On the sectoral side, growth was
supported by a sharp increase in real estate and manufacturing. On the
expenditure side, growth was backed by increase in private consumption and
exports.
Manufacturing and real estate drives strong GVA number:
Industry as a whole grew by 10.3% YoY in Q1 of FY19 against 8.8% YoY in
Q4 of FY18, largely supported by improved manufacturing activity. Growth
of the manufacturing sector accelerated to 13.5% YoY, the quickest in the
last nine quarters. Although the growth in manufacturing sector was largely
driven by lower grow in the last year on GST adjustment (-1.8% in Q1
FY18), strong corporate earnings in Q1 of FY19, IIP numbers, PMI
manufacturing all indicated revival in manufacturing sector. The private
corporate sector appears to have contributed more than 75% to growth in
the manufacturing sector. Construction sector too grew at a healthy pace of
8.7% YoY in Q1 FY19. Agriculture and allied activities too displayed a
strong growth number of 5.3% YoY.
Private consumption and exports lifts GDP growth:
Private consumption growth continued to show strong momentum with
growth came in at 8.6% YoY in Q1 of FY19 against 6.7% YoY in the
previous quarter, on account of a continued strength in urban consumption
demand. Although, rural demand remained subdued, we expect a recovery
in rural demand going forward on account of farm loan waivers and other
rural focused programs. Rise in tractor sales and FMCG volume growth are
indicating the same. Gross Fixed Investment continues to grow in double
digits. Investment growth came in at 10% YoY, following 14.9% YoY
growth in Q4 of FY18. While a fresh round of investments has started from
consumer facing industries like automobiles, large capex from industries like
power is seen as unlikely. Merchandise exports growth for Q1 stood at 14%
YoY, with import growth at 12% YoY.
Outlook: This sharp acceleration in headline growth number is unlikely to
sustain in coming quarters. While there is an underlying recovery but
favorable base played the lead. Going forward, downside risks to the growth
numbers are coming from the external sector, oil prices and rupee
depreciation. We continue to expect full year FY19 growth at 7.3-7.4%.
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Exhibit 1: GDP Growth Trend

Source: Bloomberg

Exhibit 2: GVA Growth Table (YoY%)
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Exhibit 3: GDP Growth Table (YoY%)
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