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Gross fixed capital formation (GFCF), which reflects the investment demand in the country,
will probably collapse by 14.5 per cent (at constant prices) in absence of any capital formation
by corporates this year owing to uncertainty surrounding the coronavirus
Niti Kiran | January 9, 2021 | Updated 00:12 IST
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The demand side disruptions due to the pandemic seem quite
perceptible now as investment rate in the economy is pegged to
touch multi-year low. As per CSO's first advance estimates, the
ratio of gross fixed capital formation to GDP, at current prices,
is expected to decline to 24.2 per cent for fiscal year 2021, the
Record Rs 25,789 crore
lowest since FY96. Moreover, these are likely to witness its
out ows from equity
MFs in December
sharpest fall of around 270 basis points over last year.
quarter
Measured on constant prices, the investment-to-GDP ratio is
expected
to fall to a 16-year low of 27.6Expect
per cent.
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According to Sushant Hede, Associate Economist, CARE
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Ratings, "Private sector investment in the economy continues
to be slow during the year as they are awaiting more
Govt may roll out 'pre-pack'
normalisation in the economy, further reduction of COVID-19
scheme as IBC remains
suspended
cases and roll-out of vaccine. From the funding point of view,
despite ample liquidity in the banking system, bank credit offtake continues to remain tepid of around 6 per cent (year-onTCS con dent of getting
back to double-digit growth
year) till December 18, 2020). This has been one of the key
in FY22
reasons for slowdown in investment rate in the economy."
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soon for the overall economy to grow faster. However, with the
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lingering uncertainty surrounding COVID-19, subdued capacity
next few months
utilisation at the aggregate level, sustained risk-aversion by
lenders, the expected recovery could take a longer time period,"
Promoted Links by Taboola
adds Hede.

CORPORATE

PRICE DROP

-15%

Shop boAt Airdopes Online
boAt

Meanwhile, capital expenditure by the government has been
healthy with a growth of around 12 per cent during AprilNovember 2020 compared with corresponding period last year.
Also, foreign direct investment into the economy for the first
half of the FY21 was high which is an encouraging sign, he adds
further.

-15%

Also Read: Sensex, Nifty scale record closing highs: Five
factors behind the rally
Also Read: Farmers' protest: 'Can't, won't repeal farm laws,'
says govt to unions

Story in
Audio

The Best Selling Products

Also Read: Centre's petrol, diesel revenue up 94%

onceuponatrunk.com

Get Daily Newsletter
I agree to receive newsletters

Enter your email

SUBSCRIBE

DO YOU LIKE THIS STORY?

3

0

PRINT

COMMENT

Tags: Demand Side Disruptions | COVID Pandemic | Investment Rate | Gross Fixed Capital | GDP |
Investment-To-GDP Ratio | CSO | Sushant Hede | CARE Ratings | Hede

Previous Story
IIM-Indore to help
turn Ayodhya
Warning
Signals into
world class eco-friendly tourist
destination

Next Story
TCS Q3 results:
Pro
t rises 7%byYoY
to
Expect
50 unicorns
2021
Rs 8,701 crore;
declares
interim
in India:
Nasscom
dividend of Rs 6

https://www.businesstoday.in/latest/trends/investment-rate-to-sink-to-a-multi-year-low-govt-data/story/427414.html

TCS confident of getting
back to double-digit
growth in FY22

3/4

