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NEW DELHI/MUMBAI: The Indian
economy is set to slow down
sharply as companies face the
prospect of going weeks or even
months with virtually no reve-
nue and consumer demand
likely to remain soft even after
the coronavirus crisis blows
over because of bankruptcies,
joblosses and theresulting psy-
chological scars.

Forecasters are slashing
India’s economic growth esti-
mates for the financial year
starting April 1, with most
expectingasevere contractionin
June quarter output.

On Monday, S&P Global Rat-
ings cut its estimate for India’s
gross domestic product (GDP)
growth to 3.5% from its earlier
estimate of5.2%, as it expects the
damages to the economy from
the covid-19 pandemic for the
Asia-Pacific region to be as
severe as the one during the
Asianfinancial crisis 0f 1997-98.

“Amidunusually high uncer-
tainty, we forecast Asia-Pacific
growth to dive to 2.2% in 2020
witha U-shaped recovery taking
hold only later this year—this
would push activity 4 percentage
points below trend,” it said in a
report published on Monday.

Indian policy makers have
announced several measures to
counter the impact of the virus
on the economy and more are
likely to come in the next few
weeks. While the government
has announced a relief package
for those hit worst by the 21-day
nationwidelockdown to prevent
community transmissionof the
coronavirus, the Reserve Bank
of India (RBI) took a series of
steps to boost liquidity in the
banking system and encourage
banks to lend.

Theunprecedented lockdown
is likely to shave off 74% of the
real GDPfrom thebank’s earlier
estimates for thefirst half of 2020,
said Abheek Barua, chiefecono-
mistat HDFC Bank Ltd.

“We see the possibility of
growth contracting by 3% in
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India’s FY21outlook bleak.
economy to enter slow lane

ECONOMIC STRESS Most analysts see severe contractionin June quarter output
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= Reflecting the pessimism, Indian stock markets continued their downward march on Monday, dumping

stocks and conserving cash, with the Sensex plunging 4.61% and Nifty shedding 4.38%.

April-June quarter that will
keep growth weak butin the pos-
itive quadrant (for the full
year),” Baruasaid. HDFC Bank
has projected India’s GDP to
grow at 3.2% in the next fiscal
year.

Baruasaid the direct impact of
the lockdown is likely to be
severefor the services sectoras
consumption of non-essentials
take a hit. “However, once the
lockdown islifted, we expect ser-
vice sector activity to bounce
backratherquickly. In compari-
son, theinitialimpactof the lock-
down on manufacturingactivity
is expected to be somewhat lower
asone-thirdofnet valueaddedin
manufacturing comes from pro-
duction of essential items such
as food, beverages, petroleum
and coke, pharmaand medicinal
products. Thedragonmanufac-
turing growth is likely to linger
onbeyond the first half of FY21
due to lower global growth and
continued disruptions,” he
added.

Last week, International
Monetary Fund (IMF) managing
director Kristalina Georgieva
said theglobaleconomy could be
staring at a recession that is as
bad as or worse than the global
financial crisis of 2008. IMF is

expected to substantially reduce
its growth estimates for most
economies in its World Eco-
nomic Outlook, which is sched-
uled to be released in April.

Reflecting the pessimism,
Indianstock markets continued
theirdownward march on Mon-
day, dumping stocks and con-
serving cash. The Sensex
plunged 4.61% t028,440.32, while
the 50-share index Nifty shed
4.38% t08,281.10.

Analysts were sceptical about
the overall impact of the recent
measures taken by the govern-
ment and RBI, given the econ-
omy hascome toavirtualstand-
still. Many fear that the size of
thefiscaland monetary stimulus
may not be enough.

Swiss investment bank UBS
also pared its India growth esti-
mateon Monday to 2.5% for FY21
from4%.

“Economic policy choices will
determine both the depth of the
crisis and the strength of recov-
ery. Asthesituationis stillevolv-
ing, quantifying the economic
impact of covid-19 is extremely
challenging. Underour alterna-
tivescenarios, assumingdisrup-
tions would last until mid-May
(optimistic scenario)or Septem-
ber (downside), India’s FY21 real
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GDP growth could range
between 4%YoY and-0.2% YoY
(negative GDP, first time since
FY80),” said Tanvee GuptaJain,
aneconomistat UBS.

S&P’s estimate is among the
more optimistic projections.
Rival Moody’s Investors Service
last week slashed India’s eco-
nomic growth projection for 2020
t02.56% from5.3%.

Among the forecasters, Icra
Ltd hasthe slowest GDP growth
estimate for FY21 at2%.

Theonly silver liningfor India
appears to be coming from the
collapse of crude oil prices. Slow-
ing global growth has resultedin
oil prices plunging to their low-
estlevel since 2002.

Every dollar per barrel drop
in crude prices reduces India’s
oilimportbill by 310,700 crore on
anannualised basis.

Low energy prices have also
opened a raft of opportunities
such as further cooperation
between India and China, the
world’s third and second-largest
oil importers respectively, and
theopportunity tofillup India’s
strategic crude oil reserves at
favourable terms.

Utpal Bhaskar from Delhi
and Nasrin Sultana from Mum-
baicontributed to this story.



