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The Index of Industrial Production (IIP) rose 4.5% YoY during the month of 
September 2018 compared with a 4.1% YoY growth registered in the same 
month last year. The reading for August was revised to 4.7% YoY from 4.3% 
YoY earlier. On aggregate, IIP growth for H1 FY19 stood at 5.2% YoY 
against 2.6% YoY during the same period of last year. During Q2 of 
FY19, IIP growth has averaged 5.2% YoY compared with 5.1% YoY in Q1 of 
FY19.  
 
Among the sectors, manufacturing output rose 4.6% YoY compared with last 
month’s growth of 5.1% YoY. Electricity production remained robust in 
September. Generation accelerated by 8.2% YoY compared to 7.6% YoY in 
August 2018. However, mining growth continued to be disappointing, with 
growth came in at 0.2% YoY in September compares to a contraction of 
0.5% in August.  
 
Infrastructure and construction sectors continued its robust acceleration, 
with growth came in at 9.5% YoY in September compared to 8% YoY in 
August. However, growth in the capital goods sector moderated to 5.8% YoY 
in September from 9.3% YoY in August.  
 

 IIP growth came in line with expectations in September 2018.  
 
 Manufacturing sector grew 4.6% YoY in September compared with a 

5.1% YoY rise in August.  
 
 Electricity production remained robust in September. Generation 

accelerated by 8.2% YoY compared to 7.6% YoY in August 2018.  
 
 Infrastructure and construction sectors continued its robust acceleration, 

with growth came in at 9.5% YoY in September compared to 8% YoY in 
August.  
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Industrial Production (IIP) 

Exhibit 1:  IIP Growth Trend (YoY%) 
 

Source: Mospi 

Key Highlights 

Index of Industrial Production 
(IIP) grew by 4.5% YoY in 

September 2018 against a revised 
4.7% YoY (4.3% YoY reported 

earlier) growth in August.  
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Industrial Production (IIP) 

In manufacturing sector, 17 out of the 23 industry groups have shown 
positive growth during the month of September 2018. The industry group 
‘Manufacture of furniture’ has shown the highest positive growth of 32.8% 
YoY followed by 20.9% YoY in ‘Manufacture of wearing apparel’ and 20.6% 
YoY in ‘Manufacture of wood and products of wood and cork, except 
furniture; manufacture of articles of straw and plaiting materials’.  
 
On the other hand, the industry group ‘Printing and reproduction of 
recorded media’ have shown the highest negative growth of -12.9% YoY, 
followed by -10.7% YoY in ‘Other manufacturing’ and -7.3% YoY in 
‘Manufacture of tobacco products’.  
 

Among the use-based classification, Infrastructure and construction sectors 
continued its robust acceleration, with growth came in at 9.5% YoY in 
September compared to 8% YoY in August. Consumer durables goods sector 
grew by 5.2% YoY in September 2018 compared to 5.1% YoY in August. 
However, the reading for September 2018 was not encouraging given that 
there was a favourable base-effect as well as it was the previous month of 
festive season. However, consumer non-durables goods sector, which is a 
proxy for rural spending grew by 6.1% YoY in September 2018 with a 
unfavourable base, after accelerating by 6.5% YoY in August. Growth in the 
capital goods sector moderated to 5.8% YoY in September from 9.3% YoY in 
August.  

Exhibit 2:  Sectoral Growth Trend (YoY%) 
 

Source: Mospi 

Manufacturing Sector 

Use-Based Sector 

17 out of the 23 industry groups 
in the manufacturing sector 

witnessed a positive growth, with 
the manufacture of furniture, 
showing the highest growth. 
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Industrial Production (IIP) 

 

 

Going forward, IIP growth is likely to be in the similar range for the coming 
one-two months. However, we continue to expect some moderation in the 
pace of industrial growth as well as in GDP number in H2 of FY19 as both 
global and domestic financial conditions have tightened, which may dampen 
investment activity. Rising crude oil prices and other input costs may also 
drag down investment activity by denting profit margins of corporate. 

Exhibit 4:  IIP Growth Table 
 

Source: Mospi 

Exhibit 3:  Sectoral Growth Trend (YoY%) 
 

Source: Mospi 

Outlook 

-2.0

2.0

6.0

10.0

14.0

18.0

22.0

26.0

Primary Goods Capital Goods Intermediate 
Goods

Infrastructure 
Goods

Consumer 
Durables

Consumer Non-
Durables

Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18

Sep-18 Aug-18 Apr-Sep FY19 Apr-Sep FY18
yoy (%) yoy (%)         yoy(%)         yoy (%)

Industrial Production 6.6 6.9 5.5 1.7
Manufacturing 7.0 6.7 5.5 1.2
Mining 3.7 6.6 5.0 1.9
Primary Goods 2.6 2.5 4.9 3.7
Intermediate Goods 1.4 2.8 1.2 0.3
Consumer Durable 5.2 5.3 8.1 -1.0
Consumer Non Durable 6.1 6.5 4.0 7.5
Infrastructure Goods 9.5 8.0 8.7 2.1
Capital Goods 5.8 9.3 7.3 0.3
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India’s Consumer Price Index (CPI) based inflation slowed further to 13-
month low level in October 2018, due to falling prices of vegetables, sugar, 
pulses and easing prices of clothing and footwear . CPI inflation came in at 
3.31% YoY in October compared to 3.70% YoY in September. Although, 
modest food inflation continued to be reason for lower than expected CPI 
print, core inflation rose above 6% in October. 

CPI food inflation declined to -0.86% YoY in October against 0.51% YoY in 
September, led by deflation in vegetables, pulses and sugar. On monthly 
basis too, the three categories have either show a flat trend or have seen 
index levels decline, suggesting a mismatch between demand and supply. On 
account of higher oil prices, fuel and light inflation remained high at 8.55% 
YoY in October versus 8.47% YoY in September. 

Core inflation accelerated further to 14-month high 6.19% YoY in October. 
Inflation in the households goods and services segment jumped to 6.06% 
YoY in October after clocking 4.88% YoY in September. Inflation in the 
transport and communication segment also came in higher at 7.72% YoY in 
October over 6.42% YoY the previous month. However, housing inflation 
eased to 6.55% YoY compared to 7.07% YoY in September. Clothing and 
footwear inflation was at 3.55% YoY versus 4.64% YoY in September. 

 

 CPI food inflation declined to -0.86% YoY in October against 0.51% 
YoY in September. 

 Core inflation accelerated to 6.1% YoY in October 2018.   

 On account of higher oil prices, fuel and light inflation remained high at 
8.55% YoY in October versus 8.47% YoY in September. 

Consumer Price Index (CPI) 

Key Highlights 

Exhibit 5:  CPI Inflation Trend (YoY%) 
 

Source: Mospi 

India’s Consumer Price Index 
(CPI) based inflation slowed to 

3.31% YoY in October compared 
to 3.70% YoY in September, due 

to easing prices of vegetables, 
sugar and pulses.  
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October inflation number is below than the market expectation. Moreover, 
deflation in vegetables, pulses and sugar implies that the MSP hikes are 
unlikely to have a significant impact on inflation. Moderation in oil prices 
and recent stability in rupee will help inflation print to soften further. Going 
forward, we expect  CPI inflation print will be even lower in next couple of 
month and it is likely to average sub 4% in FY19. Against this background, 
we expect the Reserve Bank of India (RBI) will remain on a pause in the 

December policy meeting. 

Consumer Price Index (CPI) 

Outlook 

Exhibit 6:  CPI Inflation Table (YoY%) 
 

Source: Mospi 

O ct-18 Se p- 18
W eight yoy  (% ) yoy (%)

CP I (A ll India) 100.00 3.31 3 .70
F ood  &  B eve ra ge s 45.8 6 -0 .14 1 .01
Ce rea ls 9 .67 2.59 2 .90
V e gatab les 6.04 -8 .06 -4.21
Pu lses 2.18 -10.28 -8.65
F ue l &  Light 6.84 8.55 8 .47
Co re 47.3 0 6.19 5 .81
Pa n, tob acco and intoxica nts 2.38 6.13 5 .57
H ousi ng 10.0 7 6.55 7 .07
Cloth ing 6.53 3.55 4 .64
M isce llaneou s 28.3 2 6.73 5 .65
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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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Website: www.smifs.com 
 
For queries related to compliance of the report, please contact:  
- Sudipto Datta, Compliance Officer  
Contact No.: +91 33 66345414 / 4011 5414  
Email Id.: compliance@smifs.com / sudipta@smifs.com 
 


