INDIA: MONTHLY ECONOMIC SUMMARY: SEPTEMBER 2006

[image: image1.wmf]RATE OF INFLATION (WPI)

0

1

2

3

4

5

6

April

April

April

April

May

May

May

May

Jun

Jun 

Jun

Jun

Jul

Jul

Jul

Jul

Jul

Aug

Aug

Aug 

Aug

Sep

Sep

Sep

2005-06

Q1 2006-07 GDP Estimates: The Central Statistical Organization has released the quarterly estimates of GDP for April-June 2006. The GDP at factor cost (National Income) is estimated at Rs 6560 bn, compared to Rs 6024 bn in Q1 of 2005-06, showing a growth rate of 8.9 per cent. Strong performance by manufacturing and services were behind the impressive figures. Finance Minister Chidambaram said that a combination of reform and discipline would enable the economy to sustain growth rates of more than 8 per cent in the coming quarters. 
World Economic Forum's (WEF) Global Competitiveness Index (GCI): India is the leader of the BRICs (Brazil, Russia, India and China) when it comes to business competitiveness, according to the WEF’s Global Competitiveness Report 2006. India improved its position by two notches in the WEF’s GCI rankings for 2006-07.  In 43rd position (45th last year), it is ahead of Brazil (66), China (54) and Russia (62).  The report praises tangible improvements in business environment quality in India. It claims that goods, labour and financial markets are making efficiency gains, and that India has seen substantial improvements in the quality of public institutions and the underlying institutional climate in such areas as property rights, the judicial system and other key indicators of a sound investment climate. 
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On the up: key sectors like manufacturing, trade, transport and communications and 

financial services see three consecutive rises in Q1 GDP growth.  Performance has been 

more variable in other sectors
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Inflation jitters: Fears of a return of inflation surfaced as the wholesale price index rose to 5.01% for the week ended 27 August. These were assuaged somewhat when it fell to 4.56% for the week ended 16 September. The rise in inflation came mainly on account of the rise in prices of primary food articles as well as non-food. However, subsequent weeks showed a decline in inflation rate primarily due to fall in prices of chemicals, cement and non-food items. 

Exports continue to rise: Merchandise exports during April-August 2006 recorded an increase of 34.48% in dollar terms - $48.08 bn compared to $35.76 bn in the corresponding period previous year. Exports during August 2006 showed robust growth of 41%, having increased to $10.38 bn from $7.35 bn during August 2005. Imports during August 2006 showed an increase of 32.16% and were valued at $13.87 bn over the $10.94 bn recorded in August 2005. Oil imports during April-August 2006 valued at $23.57 bn showed a 39.48% increase over that in the same period previous year ($16.9 bn). The trade deficit is estimated now at $20.20 bn, an increase on the $17.43 bn deficit during April-August 2005.

FOREX reserves stable: There was only marginal increase in the total foreign exchange reserves, including gold and SDR, and it remained at $ 166.48 bn for the week ended 22 September 2006.

S. Deepa, Economic section – Extn 2667, British High Commission, New Delhi, October 2006  
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On the up: key sectors like manufacturing, trade, transport and communications and financial services see three consecutive rises in Q1 GDP growth.  Performance has been more variable in other sectors
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		S.No		Period		GDP growth rate (%)

		1		1950 - 1980		3.5

		2		1980/81 - 1984/85		4.6

		3		1985/86 - 1989/90		5.5

		4		1990/91 - 1994/95		6.7

		5		1995/96 - 1999/00		5.2

		6		2000/01 - 2003/04		8.1

		Source: Central Statistical Organisation, GoI

		India: Decadal GDP growth, 1950 - 2000

		S.No		Period		GDP growth rate (%)

		1		1950 - 1980		3.5

		2		1980/81 - 1989/90		5.6

		3		1990/91 - 2000/01		6.7

		Source: Central Statistical Organisation, GoI
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Sheet3

		Revised Estimates of GDP at Factor Cost by economic activity

		Sector		Percentage change over previous year

				2004-05 (QE)		2005-06 (RE)

		Agriculture, forestry & fishing		0.7		3.9

		Mining & Quarrying		5.8		0.9

		Manufacturing		8.1		9

		Electricity, gas & water supply		4.3		5.3

		Construction		12.5		12.1

		Trade, hotels, transport &		10.6		11.5

		communication

		Financing, insurance, real		9.2		9.7

		estate & business services

		Community, social & personal		9.2		7.8

		services

		GDP at factor cost		7.5		8.4

		Estimate for GDP for Q1 of 2006-07

		Industry		Percentage Change over previous year

				2003-04		2004-05		2005-06		2006-07

		Manufacturing		6.1		7.9		10.7		11.3

		Trade, hotels, transport & communication		8		11.5		11.7		13.2

		Financing, insurance, real estate & business		6.4		7		8.8		8.9

		Agriculture, forestry & fishing		0.1		3.8		3.4		3.4

		Mining & Quarrying		4.5		6.9		3.1		3.4

		Electricity, gas & water supply		3		6.1		7.4		5.4

		Construction		6.6		5		12.4		9.5

		Community, social & personal		9		8.2		7.3		7.4

		GDP at factor cost		5.5		7.6		8.5		8.9
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On the up: key sectors like manufacturing, trade, transport and communications and financial services see three consecutive rises in Q1 GDP growth.  Performance has been more variable in other sectors



		

				GDP		Growth over previous year

				Year		GDP		NI

				2001-02		5.4

				2002-03		3.8

				2003-04 *		8.5

				2004-05 **		7.5

				2005-06 ***		8.4

				* Provisional

				** Quick estimates

				*** Revised Estimate

				Source: Economic Survey 2005-06

		Manufacturing Sector - the growth prospects

		Year		Growth Rate

		1999-00		4.42

		2000-01		7.12

		2001-02		5.33

		2002-03		2.86

		2003-04		6.02

		2004-05		7.37

		2005-06		9.16
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