How India’s GDP grew by 8.4% in
Q3, propelled by strong
performance in industrial &
services sectors

And despite a 0.8% contraction in the agricultural sector,
the overall Q3 performance has prompted an upward
revision in full-year growth estimates to 7.6% in the 2nd
Advance Estimates.
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S urpassing all expectations by a wide margin, India’s GDP

growth surged to 8.4 percent in the December quarter. The growth
in Gross Value Added (GVA) however eased to 6.5 percent from 7.6
percent in the previous quarter. Higher tax collections and slower



rollout of subsidies led to the wedge between GDP and GVA in the
December quarter. While the agricultural sector posted a
contraction of 0.8 percent, strong showing by the industrial sector
and recovery in the services segment boosted growth in the
December quarter.

The National Statistics Office, in its Second Advance Estimates,
pegged the country’s growth at 7.6 percent, higher than the 7.3
percent growth projected in its First Advance Estimates. Double-
digit growth in construction (10.7 percent), and a decent 8.5 percent
growth in manufacturing boosted the annual growth estimates.
Downward revision in previous year’s growth also contributed to a
spurt in growth for this year.

Q3 growth: Marginal decline but industrial
growth still in double-digits

The industrial sector growth grew at 10.4 percent in the December
quarter from 13 percent in the previous quarter. There is also a
favourable base effect at play as the corresponding quarter of last
year had seen a contraction in industrial growth. All the sub-
segments of the industrial sector posted a lower growth as
compared to the previous quarter. The manufacturing sector grew
at 11.5 percent, lower than 14.4 percent in the previous quarter.



YEAR-ON-YEAR GROWTH IN QUARTERLY GVA
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The manufacturing sector was expected to slow down in the second
half of the year due to the normalisation of commodity prices. In the
second quarter, the sector got a boost due to decline in commodity
prices.

High frequency indicators present a mixed picture of the sector’s
performance. The volume of production captured by the Index of
Industrial Production (IIP) slowed to 5.9 percent in the December
quarter as compared to 7.8 percent in July-September.

Moderation is also seen in the Purchasing Managers Index for the
manufacturing sector. In contrast, the corporate sectors’ profits
continue to remain buoyant, although a marginal slowing in growth
is visible in the December quarter as compared to the previous
quarter. After two quarters of contraction, there is a pick-up in the
operating expenses of manufacturing sector companies, owing to
rise in raw material costs. Going forward, the profitability of
companies may see a further moderation.



HIGH FREQUENCY INDICATORS CAPTURING
THE MANUFACTURING SECTOR PERFORMANGE

Indicators Unit Dec 2022 Mar 2023 Jun 2023 Sep 2023 Dec 2023
PMI-Mig Index 56.3 55.7 7.9 57.9 55.5
lIP-Mfg Y-0-¥ change 1.5 39 51 6.8 5.0
MNet Profit margins Percent 4.6 7.6 .7 T4 Tl
Net sales Percent 13.9 7.0 -3.0 -1.1 1.8
Opertaing expenses ¥-0-Y change 15.4 5.8 -10.6 -5.4 1.8
Salaries and wages Y-0-Y change 4.2 T4 10.5 1.6 11.7
PBEDIT Y-0-Y change -13.4 0.5 30.8 44.9 323
PBT Y-0-¥ change =277 -4.8 42.3 717 47.6
Net profit (PAT) ¥-0-Y change -28.2 -0.4 43.6 716 47.9

SOURCE:CMIE ECONOMIC OUTLODK
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Q3 growth: Improvement in services sector
performance while farm sector saw a

contraction

The service sector growth improved in the December quarter due to

the festival season. The “trade, hotels and transportation” segment
also got a boost from India hosting the 2023 cricket ICC World Cup
in October-November. In addition, some of the high frequency

indicators such as cargo at airports and at major ports reported a

strong growth during this period.



HIGH FREQUENCY INDICATORS
CAPTURING THE SERVICES SECTOR

Indicators Unit Dec 2022 Mar 2023 Jun 2023 Sep 2023 Dec 2023
P Index 56.7 581 60.6 611 581

Alr Cargo Y-0-¥ change -7.9 -1.0 -0.4 1.7 10.2
Cargo at major ports Y-o-¥ change 53 0.9 2.9 10.0
SOURGE: CMIE ECONOMIC OUTLOOK @

The farm sector’s growth slipped in the contraction zone owing to
the decline in output across all major Kharif crops. Owing to the
subdued performance of the sector in the December quarter, the
estimates for the full years have also been revised down to 0.7
percent from 1.8 percent pegged earlier.

From the expenditure side, growth in private final consumption
expenditure improved to 3.5 percent from 2.4 percent in the
previous quarter. The consumption story for the December quarter
continues to show a mixed picture with some indicators, such as the
production of consumer non-durables, reporting a weaker growth
while sales of passenger vehicles showing a significant jump from
the previous quarter.



HIGH FREQUENGY VARIABLES
ON CONSUMPTION

Indicators Unit Dec 2022 Mar 2023 Jun 2023 Sep 2023 Dec 2023
IIB- Consumer goods Y-0-¥ change -2.5 0.6 3.0 4.5 3.1
IIP- Consumer durables Y-0-¥ change -89 -6.8 2.7 1.0 5.0
IIB- Consumer non- durables  [Y-o-¥ change 1.8 5.6 6.8 6.9 21
Tractor sales Y¥-0-¥ change 7.2 12.4 -5.3 -8.7 -7.2
Two wheeler sales Y-0-¥ change -0.4 -4:.1 1.2 -2.5 18.7
Passenger vehicles Y-o0-¥ change 22.8 10.6 9.4 4.7 84
Personal loans Y-0-¥ change 20.4 21.0 20.9 30.4 28.5

SOURCGE: CMIE ECONOMIC OUTLODOK

G

Gross fixed capital formation posted a double-digit growth in the

second consecutive quarter due to strong push to capex by the

central government. The capital expenditure of the central

government grew by 24.4 percent in the December quarter.

However, there was a marked slowdown in the growth of capital
expenditure by states.



CAPITAL EXPENDITURE BY GENTRAL

& STATE GOVERNMENTS

2022-23 2023-24 Y-0-Y
(Oct-Dec) | (Oct-Dec) change
(Rs. Crore)| (Rs. Crore) | (percent)
Union Govt
Apr-Jun 175,064 278,480 59.1
Jul-Sep 167,825 212,148 26.4
Oct-Dec 147,055 183,002 24.4
State Governments
Apr-Jun 61,452 106,832 73.8
Jul-Sep 112,847 163,001 44.4
Oct-Dec 130,941 155,453 18.7

SOURCE: CONTROLLER GENERAL OF ACCOUNTS [(CBA)

Annual growth: Construction, industry &

capex key drivers while consumption

remains weak

=

With an impressive third quarter performance, the estimates for the

full year have been scaled upwards to 7.6 percent in the second

advance estimates. The strong growth is driven by a robust

construction and industrial sector performance. On the expenditure

front, the government’s capex continues to provide a strong support

to growth. The recent estimates shows that net exports have been

less of a drag on growth as compared to the first advance estimates.



SECOND ADVANCE ESTIMATES OF GDP & GVA

¥Y-o-Y change (Percent)

2021-22 2022-23 2023.24
2012-20 2020-21 (2nd RE) {1st RE) {SAE)

Production side:

GVA 358 -4.2 9.4 6.7 6.9/
Agriculture, forestry and fishing 6.2 41 4.5 4.7 0.7
Industry -14 09 12.7 21 9.0|

Mining and quarmying -3.0 -8.6 6.7 19| 8.1
Manufacturing -3.0 29 10.1 -2.2 8.5
Electricity, gas, water supply and other utility services | 23 -4.3 105 9.4/ 75
Construction 16 -b.7 213 9.4 107
Services 6.4 8.2 9.0 10.0 7.5
Trade, hotels, ransport, communication and broadcasting services 6.0 107 14.9 12.0 6.5
Financial services, real estate and professional services 6.8 21 5.5 9.1 8.2
Public administration, defence and other services 6.6 -7.6 7.6 8.9 T

Expenditure side: |

GDP 3.9 -5.8 9.8 7.0 7.6
PFCE | 5.2| 5.2 1.6/ 6.8 3.0
GFCE 3.9 -0.9 0.1 9.0 30
GCF 2.6 7.9 218 5.5 10.2

GFCF 11 -1.3 17.8 6.6 10.2
Change in stocks -58.7 -85.5 916.5 145 5.0
Valuables -14.2 26.4 36.1 -19.1 13.8
Net exports of goods and services | | | |
Exports of goods and senvices -34 =31 32.7 13.4. 1.5
Imports of goods and services -0.8 -13.7 23.6 10.6 10.9
SOURCE: CS0, MINISTRY OF STATISTICS AND PROGRAMME IMPLEMENTATION @

On the flip side, private final consumption expenditure continues to
remain a pain point. Consumption is now estimated to grow at 3
percent in the current year as compared to 4.4 percent growth
estimated earlier. Rural consumption continues to face challenges.
This is reflected in the muted sales of companies in the fast-moving
consumer goods (FMCG) segment. Some of the key items of mass
consumption have reported a contraction in production in the
period up to December of this year.

High food inflation and a greater share of income going towards
payment of interest have dented the demand for items of mass
consumption.
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SOURGE: CSO, MINISTRY OF STATISTICS AND PROERAMME IMPLEMENTATION



