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GDP (Q1 FY2017-18)

India’s GDP growth for Q1 (APR-JUN)
of FY2017-18 came in at a three
year low of 5.7% YoY. GVA growth
for Q1 has also been disappointing.
It came in at 5.6% YoY, the same
rate as in previous quarter.

India’s GDP (gross domestic product) growth for Q1 (APR-JUN) of FY2017-18 came
in at a three year low of 5.7% YoY. Growth stood at 6.1% YoY in Q4 (JAN-MAR) of
FY2016-17. This is the slowest pace of growth since the Q4 (JAN-MAR) of FY201314. This number was a reflection of the production slowdown before the GST implementation amid the lingering impact of demonetization. Moreover, growth received a massive boost from Government Consumption Spending. Shorn of Government Consumption, GDP growth in the June quarter was a mere 4.3% YoY.
GVA (gross value-added) growth for Q1 FY2017-18 has also been disappointing. It
came in at 5.6% YoY, the same rate as in previous quarter. But Q1 growth number
was actually worse than its previous quarter as the base effect actually boosted
growth in Q1. In Q4 of FY2016-17, the 5.6% YoY growth was on top of 8.65% YoY
growth in the year-ago quarter, whereas the 5.6% growth in the Q1 FY2017-18 was
on top of 7.56% YoY growth in the year-ago quarter. The base this time was much
lower.
During Q1 of FY2017-18, four-fifths of the growth has been on account of the Services sector. Growth in Industry has fallen sharply to its lowest in five years to
1.47% YoY in Q1 FY2017-18 from 5.5% YoY in the previous quarter. However, Services growth came in at 7.8% YoY in the quarter ended June 2017 from 5.7% YoY in
the March quarter.
Exhibit 1: GDP Growth Trend
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Agriculture & Industry
Manufacturing sector GVA grew by
1.2% YoY in Q1 of FY2017-18 as compared to growth of 10.7% YoY in Q1
FY2016-17.

Agricultural GVA growth came in at 2.3% YoY in Q1 of FY2017-18 compared to
growth of 2.5% YoY in Q1 of FY2016-17. According to the Department of Agriculture and Cooperation (DAC), production of rice, wheat, coarse cereals and pulses
registered growth rates of 5.8%, 6.6%, 10.7% and 25.0% respectively during the
Rabi season of agriculture year 2016-17 (which ended in June 2017). Among the
commercial crops, the production of oilseeds registered a growth of 13.1% during
the Rabi season of 2016-17.
Manufacturing sector GVA grew by 1.2% YoY in Q1 of FY2017-18 as compared to
growth of 10.7% YoY in Q1 FY2016-17. The private corporate sector growth (which
has a share of over 75% in the manufacturing sector) came in at (-) 0.9% YoY at
current prices during Q1 of FY2017-18 as against 10.2% YoY in Q1 of FY2016-17.
The quasi corporate and unorganized segment (which has a share of over 20% in
the manufacturing sector) has been estimated using IIP of manufacturing. IIP
manufacturing registered growth rate of 1.8% during Q1 of FY2017-18 as compared

to 6.7% YoY during Q1 of FY2016-17.

GVA growth for Construction sector
came in at 2.0% YoY as compared to
growth of 3.1% YoY in Q1 of FY201617.

GVA growth for Mining sector for Q1 FY2017-18 came in at (-)0.7% YoY as compared to growth of (-)0.9% YoY in Q1 of FY2016-17. The key indicators of Mining
sector, namely, production of coal, crude oil and natural gas and IIP mining registered growth rates of (-)4.4% YoY, 0.2% YoY, 4.0% YoY and 1.2% YoY, during Q1 of
FY2017-18 as compared to 5.3% YoY, (-) 3.3% YoY, (-) 6.0% YoY and 7.5% YoY during Q1 of FY2016-17.
Quarterly GVA for Electricity, Gas, water supply and other utility services sector
grew by 7.0% YoY as compared to growth of 10.3% YoY in Q1 of FY2016- 17. The
key indicator of this sector, namely, IIP of Electricity registered growth rate of 5.3%
YoY during Q1 of FY2017-18 as compared to 10.0% YoY in Q1 of FY2016-17.
GVA growth for Construction sector came in at 2.0% YoY as compared to growth of
3.1% YoY in Q1 of FY2016-17. Key indicators of construction sector, namely, production of cement, consumption of finished steel and IIP of non-metallic minerals
registered growth rates of (-)2.9% YoY, 4.6% YoY and (-)3.2% YoY, respectively, during Q1 of FY2017-18 as compared to 5.8% YoY, 1.3% YoY and 5.7% YoY respectively,
in Q1 of FY2016-17.

Services

GVA growth for Trade, hotels, transport, communication and services
for Q1 FY2017-18 came in at 11.1%
YoY as compared to growth of 8.9%
YoY in Q1 of FY2016-17.

GVA growth for Trade, hotels, transport, communication and services for Q1
FY2017-18 came in at 11.1% YoY as compared to growth of 8.9% YoY in Q1 of
FY2016-17. Key indicator used for estimating GVA from Trade sector is the sales tax
growth. As per the available monthly data on State accounts available from CAG
website, sales tax collection grew by 16.9% YoY during Q1 of FY2017-18. Among
the other services sectors, the key indicators of railways, namely, the net tonne
kilometers and passenger kilometers have shown growth rate of 3.3% YoY and 1.5
% YoY respectively during Q1 of FY2017-18. In case of other transport sectors, passengers handled by the civil aviation, cargo handled by the civil aviation and cargo
handled at major ports registered growth rates of 15.6% YoY, 19.2% YoY and 5.0%
YoY, respectively, during Q1 of FY2017-18. Sales of commercial vehicles registered
(-)9.1% YoY growth during Q1 of FY2017-18
Quarterly GVA for Financial, insurance, real estate and professional services for Q1
FY2017-18 grew by 6.4% YoY as compared to growth of 9.4% YoY in Q1 of FY201617. Major component of this industry is the real estate and professional services
which has a share of 73.1%. The key indicators of this sector are the quarterly
growth of corporate sector for computer related activities which as estimated from
available data from listed companies at current prices is 6.2% YoY during Q1 of
FY2017-18. The other indicators of this sector, viz., aggregate bank deposits, and
bank credits have shown growth rates of 13.3% YoY and 8.6% YoY, respectively as
on June 2017.
Quarterly GVA for Public administration, defence and other services grew by 9.5%
YoY as compared to growth of 8.6% YoY in Q1 of FY2016-17. The key indicator of
this sector namely, Union Government revenue expenditure net of interest payments excluding subsidies grew by 19.8% YoY during Q1 of FY2017-18 as compared
to 20.8% YoY in Q1 of FY2016-17.

GDP by Expenditure
Government Final Consumption Expenditure (GFCE) grew rapidly at
17.2% YoY against 16.6% YoY registered in Q1 of FY2016-17.

On the expenditure side, Government Final Consumption Expenditure (GFCE) grew
rapidly at 17.2% YoY against 16.6% YoY registered in Q1 of FY2016-17. Private Final
Consumption Expenditure (PFCE) growth came in at 6.7% YoY. On the other hand,
Investment growth remained lackluster. There is no sign of a revival in investment
demand. Gross Fixed Capital Formation (GFCF) (Fixed Investment) registered
growth of 1.6% YoY in Q1 against negative growth of 7.4% YoY in the same quarter
of previous year.

Outlook: We believe GST will continue to weigh on the Q2 FY2017-18, GDP as seen
from the July PMI number, which fell sharply. However, we expect this adjustment
to be short-lived and production should normalize within the next 2-3 months. Indicating the same, August 2017 PMI number bounced back to positive zone and
growth in infrastructure output accelerated.
The Nikkei India Manufacturing Purchasing Managers’ Index (PMI) rebounded to
51.2 in August from a low of 47.9 in the previous month, indicating a substantial
turnaround from July’s GST-related contraction. A reading above 50 indicates expansion, while a score below this mark means contraction. All the three monitored
sub-sectors posted substantial recoveries, with capital goods outperforming its
consumer and intermediate goods counterparts in terms of production growth
rates. Moreover, to cope with higher workloads, manufacturers hired extra staff at
the fastest pace since March 2013. On the price front, input cost inflation softened
to a one-year low as the introduction of the GST reportedly led to higher prices for
some materials and cheaper rates charged for other items. Going forward, Indian
manufacturers remained cheerful around growth prospects, but concerns about
the possibility of unexpected policy decisions weighed on confidence and the level
of sentiment fell from July’s 11-month high.
India’s Eight Core Infrastructure output growth accelerated to 2.4% YoY in July
2017, driven up mainly by higher electricity and steel production. The output grew
a revised 0.8% YoY in June 2017. For April-July, FY2017-18, the output growth was
2.5% YoY. Electricity production grew 5.4% YoY in July, faster than a 2.2% YoY rise
in June. Steel output in July was 9.2% YoY compared with a 5.8% YoY growth a
month ago.
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