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Factory Output Grows 4.3% in July
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New Delhi: Industrial growth picked
up pace in July, providing some relief
to a government battling to revive the
slowing economy and deteriorating
consumer sentiment, but experts cau-
tioned that the uptick may not last.
Industrial production, as measured
by the index of industrial production
(IIP), rose 4.3% in July, much impro-

ved from that for June, which hasbeen
revised down to 1.2% from 2% estima-
ted earlier, data released by the statis-
tics office on Friday showed. It was

6.5% in July lastyear.

Cumulative  April-
= July growth was 3.3%,
Manufacturing, Wwell below 5.4% for
with highest the same period in the
weight of lastfiscal.
77.6%inlIP, Separately released
reported data showed consu-
4.2% growth mer inflation rising

marginallyto3.21% in
August from 3.15% in July, but remai-
ned well below the Reserve Bank of In-
dia (RBI) targetrate of 4%.
Experts cautioned against reading
too much into one month’s numbers.
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“Given the disappointing
trends revealed by the
high-frequency data avai-
lable for August 2019, we
should not conclude that a
recovery is underway ba-
sedon thepickupinindust-
rial growth in July 2019,”
said Aditi Nayar, principal
economist, ICRA, adding
that the trend islikely to be
short-lived.

Passenger car sales de-
clined 41% in August.

“It will be too early to
term this as recovery and
one has to wait for some
more time and completion
of forthcoming festive sea-
son to judge whether the
industrial recovery is the-
re for real,” said DK Pant,
chief economist, India Ra-
tings. Economic growth
plunged to a25-quarter low
of 5% in the June quarter.

The government has re-
sponded with several me-
asures such as capital in-

fusion in banks and relax-
ation in foreign direct in-
vestment limits for select
sectors. It has promised
steps to revive the hou-
sing and automobile sec-
torssoon.

With inflation in a com-
fortable range, the RBI is
likely to add to rate cuts of
110 basis points already
announced this year
when it reviews monetary
policy in early October. A
basis point is 0.01 percen-
tage point.

Thecentralbankhasalre-
ady mandated banks shift
to an external benchmark
such as repo rate or yields
on government securities
to ensure its rate cuts are
passed to consumers.

BROAD-BASED RECOVERY

All the three key constitu-
ents of IIP — manufactu-
ring, mining, electricity
— reported better num-
bers in July. Manufactu-
ring, which has the hig-

hest weight of 77.6% in
the IIP, reported 4.2%
growth in July against an
almost flat June. Mining
output rose 4.9% in July
while electricity genera-
tionwasup4.8%.

In terms of sectors, food
products, apparel and ba-
sic metals reported doub-
le-digit growth. In all, 13
out of 23 industry groups
reported positive growth.

Production of consumer
non-durables, a barometer
forthe rural economy, rose
8.3% in July but that of
consumer durables, de-
mand for which ismore ur-
ban centric, fell 2.7%. Pro-
duction of capital goods,
an indicator of investment
activity, fell 7.1%.

“IIP growth has surpri-
sed for the month of July.
Anincrease in intermedi-
ate goods production sig-
nalsthat there could be so-
me pickup going ahead,”
said Sakshi Gupta, senior
economistat HDFC Bank.



