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Economists expect India’s
'Q1GDP growth at12.5-15%

Strong revival in consumption, recovery in services sector and a low base supported growth
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BENGALURU

heIndianeconomy islikely to
have grownindouble digitsin
thefirst quarter of the current
financial year, supported by
strong revival in consump-
tionandrecoveryinthe servicessector,
and alowbase, according to economists.
With forecastsranging between 12.5%
and 15%, economists said private invest-
ment is yet to fully recover and rising
interest rates led by monetary policy
tightening may pose a challenge for
additional investmentsin the manufac-
turing sector, while high inflation will
keep corporate margins under pressure.
Most analysts estimated economic
growth tobelowerthan the RBI'sfore-
cast of 16.2% for the June quarter, and
7.2% for the financial year. The official
national accountsdatawill beissued on
31 August. “Investment growthison the
back of strong capex by
the government and pri- |
vate sector capex growth
hasnot recovered fully.
The first quarter of
2022-23 will get support
from the base effect,” said
Devendra Pant, the chief
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RAISING rates may
pose challenge for
investments in
manufacturing

Eyes on growth

Economists expect India's GDP growth in Q1 to be around 15%.
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Pant said private final consumption
expenditure, indicating demand, and
grossfixed capital formation, indicating
investment, is likely to grow by 15.4%
and 14.3%, respectively.

Elevated global commodity prices
and therupee at a historical low hit com-

RBI-led monetary
policy committee
hiked the key lending
rate by another 50
bps on Friday

MOST analysts
estimate economic
growth to be lower
than RBI's forecast of
16.2% for June gtr
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digits, hovering at over 15%.

“We forecast GDP growth for Ql at
12.5-13%, boosted by a low base and
robust services demand. Margin pres-
sure created by the high commodity pri-
ces, curtailed demand for discretionary
goods amid high inflation and the
adverse impact of the
heatwave on wheat out-
put led us to expect
growth to be lower than
the MPC’s forecast of
16.2%,” said Aditi Nayar,
chief economist, ICRA.

Nayar said signals of

economist at India Rat-

ingsand Research. Pant estimated gross
domestic product (GDP) to grow by
13.3%in the first quarter of the financial
year. Growth will be led by private con-
sumption andinvestment, magnified by
the base effect.

pany margins, showed June quarter
results of companies. Retail inflation has
been hovering around 7% for the three
monthsended June, well over the RBI's
upper tolerance band of 6%. Wholesale
price index-basedinflationisin double

private investment activ-
ity remain mixed in view of the geopoli-
ticaluncertainties and high commodity
prices, despite high capacity utilization
in Q4 FY22. India’s economy grew by
4.1%in the fourth quarter of FY22 and by
8.7%in 2021-22.

M. Govinda Rao, chief economic
adviser, Brickwork Ratings, who esti-
mates the economy to expand by 7%in
2022-23, said while capacity utilization
hasshownasteadyincrease, “accelera-
tioninmanufacturing growth will have
to come from additional investments.
“With increasing interest rates that is
likely tobe a challenge,” said Rao.

The RBI-led monetary policy com-
mittee hiked the key lending rate by
another 50 basis points on Friday, for
the third time in a row, taking the repo
rate to pre-pandemic levels of 5.4%.

Madan Sabnavis, chief economist,
BoB, said investmenthasbeenat “lower
levels”, with only infra-based sectors
showingsignsoftraction. “While sector
wise growthrateswould be numerically
high, the push fromindustry will be lim-
ited with the consumer segment not yet
returning tonormal.” Sabnavis expects
GDP growth in the June quarter to be
14.5-15%. “This growth comes over a
high base growth, but would translate
into 5-5.4% over the first quarter of
FY20,” Sabnavis said.

HDFCBank estimates GDP growthin
thefiscal first quarterat14.3%, asshown
by the pick-up in economic activity,
despite global headwinds. “A broad-
based improvement in high frequency
indicators was seen across consump-
tion, industry, investment and contact-
intensive services sectors. That said,
some slowdown wasseen in exports.In
addition, base effectisalso at play which
is keeping year-on-year number ele-
vated in Ql,” said Swati Arora, senior
economist, HDFC Bank.



