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Economists
atodds with
"MPCover

GDPforecast

Peg growth in first quarter at less
thanthe16.2% projected by the MPC

INDIVIAL DHASMANA
New Delhi, 17 August

Most economists believe that India’s economy grew at a slower
pace than the monetary policy committee's (MPC’s) projection
of 16.2 per cent in the first quarter of financial year 2022-23
(Q1FY23). Their projections range between 14.5 per cent and 16
per cent.

All major official data, including the index of industrial pro-
duction (ITP), for computing the gross domestic product (GDP)
for the quarter have been released.

At the outset, it may appear thata double—d:gst GDP growth
in Q1FY23 over the 20.1 per cent growth seen in QIFY22 is quite
high. However, that quarter was affected by the severe sécond
wave of Covid-19. As such, the economy shrank by 8.5 per cent
in QIFY22, when compared with the corresponding pre-Covid
period of FY20.

If the economy expands by 16.2 per cent during the June
quarter of FY23, as projected by the MPC, this would translate
to a 6.3 per cent expansion over the corresponding period of
FY20.

Only CareEdge, pre-
viously CareRatings,
pegged Q1 GDP growth
much higher at 17.8 per
cent. This would mean 7.7
per cent growth over the
corresponding period of
FY20, and would imply
that the economy is recov-
ering finally.

CareEdge’s chief econ-
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Sinha said. However,
rural consumption is still
weak, she added.

Meanwhile, Bank of Baroda’s chief economist Madan
Sabnavis, who projected GDP growth of 14.5-15 per cent in
Q1, said while sector-wise growth rates would be numerically
high, the push from industry will be limited with the con-
sumer segment not yet returning to normal. “Investment,
too, has been at lower levels with only infra-based sectors
showing signs of traction.”

BoB’s growth projections translatetoa5-54 per cent expan-
sion over the corresponding quarter of the pre-Covid petiod,
Sabnavis said. The ITP grew 12.7 per cent in Q1, against 44.4 per
cent last year. ’

However, this represents 4.8 per cent growth over the corre-
sponding pre-Covid period. The IIP had declined 6.9 per cent
in QIFY22, compared with Q1 of FY20.

It should be noted that ITP is a volume-based index, while
GDP is a value-based estimation.

ICRA's chief economist Aditi Nayar said the impact of high
commodity prices on volumes and margins of producers would
- weaken industrial growth.

Shesaid double-digit GDP growth in Q1FY23 reflects the low
base of the second wave of Covid-19 and the recovery in the
contact intensive sectors. “However, the impact of the heat
wave on wheat output would be seen in this quarter’s agriculture
growth,” Nayar added.

" Ranen Banetjee, partner at PwC India, said given the robust
1P numbers with broad-based growth across sectors, including
services, Q1 GDP growth could be more than 15 per cent.

Yuvika Singhal, economist at QuantEco Research, said the
economy saw continued recovery in the quarter, withstanding
the impact of the Ukraine-Russia war fairly well. “Having said
that, the geopolitical uncertainty and the impact of high com-
modity prices are likely to have had some dampening impact
on goods demand and the industrial sector,” she said.
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