INDIA: MONTHLY ECONOMIC SUMMARY: AUGUST 2007

NCAER raises GDP growth estimate to 8.53% Economic think-tank NCAER raised the forecast for the country’s economic growth this fiscal to 8.53 per cent against a backdrop of good corporate performance and expectations of higher farm sector growth. “The revised forecast places overall real GDP growth rate at 8.53 per cent as compared to the previous forecast of 8.3 percent. Higher growth has been largely due to agriculture and industry,” the NCAER said in its quarterly review. Expectations of a better monsoon and higher capital inflows have led to higher growth estimates for these two sectors, it said.   

[image: image1.wmf]RATE OF INFLATION

0

2

4

6

8

Aug

Sep

Sep

Oct

Nov

Dec

Jan

Feb

Mar

April

May

June

July

August

2006-07 & 2007-08

Foreign inflow trebles in first six months Foreign direct investment (FDI) inflows during the first six months of the current calendar year (January-June 2007) grew 218% to $ 11.4 billion, as against $3.6 billion received during the same period in 2006, according to official data. FDI inflows during the first quarter of 2007-08 were $ 4.9 billion, a growth of more than 185%, as against $ 1.7 billion received during the corresponding quarter of 2006-07. Services, telecom, electrical equipment, real estate and transportation were the 5 major sectors which received most FDI in 2007-08.
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Costlier food nudges up inflation rate The annual wholesale price index-based inflation rose 4.10 per cent during the week ended August 11, marginally higher than the previous week’s 4.05 per cent. The rise in the year-on-year inflation rate was mainly due to higher food, including fruit and vegetables products, and manufactured product prices. It remains well below the RBI’s 5% target.






                                                                                                 
Lower exports fuel fear of single-digit growth Hit by the appreciating rupee, the country’s export growth continued to slow. Growth in merchandise exports fell to 14.05 per cent in June 2007 from 18.07 per cent in May 2007, according to the provisional data released by the commerce ministry. In June 2007, exports grew to $11.8 billion as against $10.4 billion in June 2006. Imports grew 36.68 per cent from $14.04 billion in June 2006 to $19.19 billion in June 2007, resulting in a higher trade deficit of $7.3 billion in June 2007, as against $3.6 billion in June 2006. 

Forex reserves dip by $2.5 b on FII outflows The country’s forex reserves fell by $2.551 billion to $226.445 billion for the seven days ended August 17, dipping for the second consecutive week. This was due both to FII outflows resulting from the US sub-prime loan crisis, as well as the Reserve Bank of India’s recent curbs on external commercial borrowings. 

Government allows 100% FDI in coal sector The Government has reviewed its foreign direct investment policy in the coal sector and decided to allow foreign equity up to 100% in exploration or mining of coal and lignite for captive consumption to produce iron, steel and cement. As per the government’s order on November 22, 2005, 100% foreign investment in an Indian subsidiary of a foreign company or in an Indian company for setting up coal-processing plants was allowed. Other private Indian companies, engaged in exploration or mining of coal and lignite for captive consumption to produce iron, steel and cement was allowed foreign equity up to 74%. This move abolishes that limit.

Akansha Bhushan, Economic section – Extn 2667, British High Commission, New Delhi, August 2007
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Inf 06-07

		Month		2006-07

		April		3.24

		April		3.55

		April		3.54

		April		3.59

		May		3.96

		May		4.32

		May		4.74

		May		4.68

		Jun		4.72

		Jun		5.24

		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

		Nov		5.45

		Nov		5.3

		Dec		5.16		The week-on-week fall in inflation came mainly on account of the fall in prices of fuel, power, light & lubricants

		Dec		5.32		The week-on-week rise in inflation came mainly on account of the rise in prices of primary food articles such as fruits & vegetables, milk and non-food articles like fibres and oilseeds. Inflation in primary articles went up to 8.32 per cent in the week e

		Dec		5.43		increase in manufactured product prices

		Dec		5.48		manufacturing sector, which led to the rise in the headline inflation

		Dec		5.58

		Jan		6.12

		Jan		5.95

		Jan		6.11

		Jan		6.58

		Feb		6.73

		Feb		6.63

		Feb		6.05

		Feb		6.1

		Mar		6.46

		Mar		6.46

		Mar		6.46

		Mar		6.39

		Mar		5.74

		April		6.09

		April		6.09

		April		5.77

		April		5.66

		May		5.44

		May		5.27

		May		5.06

		May		4.85

		June		4.8

		June		4.28

		June		4.03

		June		4.13

		June		4.27

		July		4.27

		July		4.41

		July		4.36

		July		4.45

		August		4.05

		August		4.1





07-08

		Month		2006-07

		Aug		4.82

		Aug		4.92

		Aug		4.91

		Aug		5.01

		Sep		4.78

		Sep		4.61

		Sep		4.56

		Sep		4.77

		Sep		5.16

		Oct		5.16

		Oct		5.26

		Oct		5.41

		Oct		5.09

		Nov		5.3

		Nov		5.29

		Nov		5.45

		Nov		5.3

		Dec		5.16

		Dec		5.32

		Dec		5.43

		Dec		5.48

		Dec		5.58

		Jan		6.12

		Jan		5.95

		Jan		6.11

		Jan		6.58

		Feb		6.73

		Feb		6.63

		Feb		6.05

		Feb		6.1

		Mar		6.46

		Mar		6.46

		Mar		6.46

		Mar		6.39

		Mar		5.74

		April		6.09

		April		6.09

		April		5.77

		April		5.66

		May		5.44

		May		5.27

		May		5.06

		May		4.85

		June		4.8

		June		4.28

		June		4.03

		June		4.13

		June		4.27
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		August		4.1
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Inf 05-06

		

		Month		2005-06

		April		5.26

		April		5.64

		April		5.91

		April		5.7

		April		5.67

		May		5.61

		May		5.55

		May		5.38

		May		5.2

		June		4.33

		June		4.1

		June		4.14

		June		4.09

		July		4.14

		July		4.18

		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

		Dec		4.5						Finished (Carbon) Steel		5.13		7.5		5.3

		Dec		4.4						Overall		26.68		5.8		4.5

		Dec		4.4

		Jan		4.24

		Jan		4.4

		Jan		4.51

		Jan		4.3

		Feb		4.08

		Feb		4.02

		Feb		4.34

		Feb		4.29

		Mar		4.02

		Mar		4.28

		Mar		4.06

		Mar		3.96

		April		3.24

		April		3.55

		April		3.54

		April		3.59

		May		3.96

		May		4.32

		May		4.74

		May		4.68

		Jun		4.72

		Jun		5.24

		Jun		5.44
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