INDIA: MONTHLY ECONOMIC SUMMARY: NOVEMBER 2006
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GDP Growth in Q2 impressive: India’s economic growth in the second quarter accelerated to 9.2%, the fastest half-year rise since 1991. This growth is backed by strong performance in the manufacturing (11.9%) and services sector (1.09%) despite a laggard growth in agriculture (1.7%). According to a recent report by NCAER, the economy is projected to grow by 8.1% this fiscal against an earlier forecast of 7.9%. The Finance minister said he was optimistic about growth but added that inflation is a worrying factor, largely driven by supply-side constraints. He also endorsed the Reserve Bank of India’s (RBI) view that it was premature to think of the economy overheating. But the Bankers see a stronger possibility of a rate hike by RBI in its next review following the high growth of GDP in Q2. 
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Inflation shows a rise: Fears of a return of inflation resurfaced as the wholesale price index marginally rose to 5.29% for the week ended 11 November. It rose from 5.26% (wk ended 13 October) with minor fluctuations in the subsequent weeks. The rise in inflation came mainly on account of the rise in prices of primary food articles and other essential as well as manufactured items. The fall in the petrol prices is likely to ease the situation in the coming months. If inflationary pressure continues, there is a good chances of the RBI hiking interest rates in the next review, due in January. 

Sachar Committee Recommendations – Growth with Equity: The report of the High Level Committee on the social, economic and educational status of the Muslim community of India, chaired by Justice Rajindar Sachar, has been tabled in the Parliament. The report says that the Muslim community is lagging behind other religious groups of India in most development indicators. It is relatively poor, more illiterate, has lower access to education, lower representation in public and private sector jobs, and lower availability of bank credit for self-employment. The Committee has stressed the need for formulation of appropriate programmes to address the educational and economic backwardness of the community. The Committee has made wide-ranging suggestions including the creation of an Equal Opportunity Commission, modelled on the U.K. Race Relations Act, 1976, to look into the grievances of religious minorities.

Exports on the rise: Merchandise exports during April-October 2006 recorded an increase of 34.96% in dollar terms - is $69.5 bn as against $51.5 bn in the corresponding period previous year. Exports during October 2006 increased by 19% to $9.62 bn from the level of $8.08 bn during July 2005. Imports during October 2006 showed a sharp increase of 39.2% and were valued at $15.83 bn over the $11.37 bn recorded in October 2005. Oil imports during April-October 2006 valued at $34.01 bn showed a 39.4% increase over that in the same period previous year ($24.39 bn). The trade deficit is estimated at $16.71 bn, an increase on the $13.97 bn deficit during April-June 2005.

FOREX reserves stable: The total foreign exchange reserves, including gold and SDR, remained stable at $ 172.78 bn for the week ended 1 December 2006.

S. Deepa, Economic section – Extn 2667, British High Commission, New Delhi, November 2006  
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		April		3.24

		April		3.55

		April		3.54
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		May		3.96

		May		4.32

		May		4.74

		May		4.68
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		Jun		5.44

		Jun		4.84

		Jul		4.66

		Jul		4.68

		Jul		4.52

		Jul		4.7

		Jul		4.61

		Aug		4.82		increase in prices of food items

		Aug		4.92

		Aug		4.91		marginal decline in industrial prices

		Aug		5.01

		Sep		4.78

		Sep		4.61		fall in price of cheaper chemicals, cement and non-food items

		Sep		4.56

		Sep		4.77		prices of essential items went upward

		Sep		5.16		inc in prices of food & mfgd items

		Oct		5.16

		Oct		5.26

		Oct		5.41		inc in prices of food & mfgd items

		Oct		5.09		essential commodities like pulses, sugar, fruits, vegetables saw dip in prices while cereal prices rose marginally

		Nov		5.3		inc in prices of food & mfgd items

		Nov		5.29		decline in prices of food & electricity
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		July		4.14
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		July		4.07

		July		3.84

		Aug		3.35

		Aug		3.13

		Aug		3.08						Index of industrial production

		Aug		3.01

		Sep		3.53						Growth rate of Six core infrastructure industries during April-February 2004-05 and 2005-06

		Sep		3.75										Sector wise growth rate (%) in production

		Oct		4.49						Sector		Weight (%)		Apr-Feb		Apr-Feb

		Oct		4.75										2004-05		2005-06

		Nov		4.14						Crude petroleum		4.17		1.8		-5.5

		Nov		4.2						Petroleum refinery pdts		2		4.3		1.4

		Nov		4.3						Coal		3.22		3.9		6.4

		Nov		4.54						Electricity		10.17		5.2		5.3

		Dec		4.55						Cement		1.99		6.6		11.9
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		37		Dec		5.8
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		40		Jan		6.09

		41		Jan		6.63

		42		Jan		6.55

		43		Jan		6.24

		44		Jan		5.91

		45		Feb		6.15

		46		Feb		6.08
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		Apr		-23.2
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