INDIA: MONTHLY ECONOMIC SUMMARY: MAY 2006
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GDP figures heading up: The Central Statistical Organization  (CSO) released revised estimates (RE) of GDP for 2005-06 showing a growth rate of 8.4 per cent over the year 2004-05 (the budget estimate was 8.1%). Both manufacturing (9.0%) and services (9.7%) performed strongly, but agriculture also did better than in recent years, with growth of 3.9%. Also, provisional GDP figures for the first quarter of 2006-07 showed growth at 9.3 percent in the first quarter of 2006-07 - its fastest pace in more than two years.  Within that, the pace of agricultural expansion nearly doubled to 5.5 percent from 2.9 percent in the same period in 2005-06, thanks to a good winter harvest.

Sensex crash: On 18 May the Indian stock market suffered the worst points fall in its history, plunging by 826.38 points on fears triggered by a proposal to levy higher tax on foreign institutional investors (FIIs) coupled with the downturn in global metal and equity markets and the prospect of US rate rises. However, most analysts feel that the economic fundamentals for India remain unchanged: GDP growth is still strong; listed companies are still making profits, manufacturing and export sectors are doing well; the foreign exchange position is comfortable, and economic life goes on as usual. Furthermore, there are no 'technical' reasons for the market to collapse, i.e., no scams or concerns about large-scale manipulation on the exchange. The episode gave a clear signal that India is becoming more closely tied to global developments. Despite several other large falls in mid-May, the Sensex had staged a partial recovery to the end of the month to stand at 10786 points on 31 May.

Special package for semiconductor industry: On 3 June Minister for Communication & Information Technology, Dayanidhi Maran said that a special package for the semiconductor industry was being prepared.  Incentives would be offered for assembly and testing units, solar cells, flat panel displays and storage cells.  The focus would be on smaller cities and towns to ensure equitable growth. He also suggested scrapping land regulations for setting up product-specific Special Economic Zones (SEZs).  These initiatives were aimed at helping SMEs derive maximum benefit, making the Indian electronics and hardware manufacturing industry globally competitive and improving investment inflows.
Exports Show record 27% growth In April: Merchandise exports in the first month of the current financial year (April 2006) showed a record increase of over 27% in dollar terms. Exports during April 2006 were provisionally valued at 8.35 bn, 27.08% higher than the equivalent $6.57 bn (also provisional) during April 2005.
  Imports during April 2006 were valued at $12.56 bn (provisional), an increase of 20.52% over the $10.42 bn provisionally recorded in April 2005. Oil imports were valued at $4.16 bn (prov.), a 34.65% increase over the same period in the previous year ($3.08 bn). The trade deficit for April 2006 was estimated at $ 4.21 bn, an increase on the $3.85 bn deficit during April 2005. 
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Inflation above 4 per cent: Inflation as measured by the wholesale price index rose to 4.32% 13 May from 3.5% for the week ended 29 April.  This rise was attributed to dearer pulses, fruits, vegetables and some manufactured products, and ended a seven-week period below the four per cent mark.

FOREX reserves continue to rise: Total foreign exchange reserves, including gold and SDR, remained at $ 162.96 bn for the week ended 19 May 2006.

S. Deepa, Economic section – Extn 2667, British High Commission, New Delhi, June 2006  
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� A more realistic picture is gained from comparing provisional figures.  Reconciled figures in April 2005 showed exports at $7.63 bn and imports, $10.76 bn.
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		India: Five yearly GDP growth [1950 - 2000]

		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

				GDP

				Year		Growth over previous year

				2001-02		5.4

				2002-03		3.8

				2003-04		8.5

				2004-05		7.5

				2005-06 (RE)		8.4

				* Provisional

				** Quick estimates

				*** Revised Estimate

				Source: Economic Survey 2005-06
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Percentage Change in GDP over the previous year



		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
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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





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
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Inf 04-05

		

		Month		2004-05

		Apr		4.4

		Apr		4.4

		Apr		4.4

		Apr		4.26

		May		4.6

		May		4.2

		May		4.67

		May		5.02

		Jun		5.03

		Jun		5.55

		Jun		5.89

		Jun		5.87

		Jun		6.09

		Jul		6.16

		Jul		7.61

		Jul		6.52

		Jul		7.51

		Jul		7.61

		Aug		7.96

		Aug		8.29

		Aug		8.46

		Aug		8.33

		Sep		7.81

		Sep		7.87

		Sep		7.8

		Sep		7.38

		Oct		7.2

		Oct		7.1

		Oct		7.06

		Nov		7.76

		Nov		7.34

		Nov		7.34

		Nov		7.3

		Dec		7.02

		Dec		6.73

		Dec		6.5

		Dec		6.39

		Jan		5.6

		Jan		5.42

		Jan		5.37

		Jan		5.25

		Feb		5.01

		Feb		5.01				0

		Feb		4.83

		Feb		4.95

		Mar		5.3

		Mar		5.23

		Mar		5.11

		Mar		5.05
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FII

		

		Week Number		Month		2002-03

		1		Apr		1.50

		2		Apr		1.38

		3		Apr		1.37

		4		Apr		1.75

		5		May		1.56

		6		May		1.62

		7		May		1.37

		8		May		1.43

		9		May		1.93

		10		Jun		2.18

		11		Jun		2.48

		12		Jun		2.74

		13		Jun		2.67

		14		Jul		2.48

		15		Jul		2.79

		16		Jul		2.86

		17		Jul		3.04

		18		Aug		3.09

		19		Aug		3.03

		20		Aug		3.41

		21		Aug		3.59

		22		Aug		3.52

		23		Sep		3.71

		24		Sep		3.97

		25		Sep		3.34

		26		Sep		3.28

		27		Oct		3.08

		28		Oct		3.08

		29		Oct		3.01

		30		Oct		3.14

		31		Nov		3.33

		32		Nov		3.45

		33		Nov		3.39

		34		Nov		3.58

		35		Nov		3.40

		36		Dec		3.27

		37		Dec		3.21

		38		Dec		3.34

		39		Dec		3.53

		40		Jan		3.78

		41		Jan		3.84

		42		Jan		4.42

		43		Jan		4.79

		44		Jan		5.29

		45		Feb		5.35

		46		Feb		5.34

		47		Feb		5.53

		48		Feb		5.49

		49		Mar		5.74

		50		Mar		6.00

		51		Mar		6.30

		52		Mar		6.49

		1		Apr		6.66

		2		Apr		6.60

		3		Apr		6.53

		4		Apr		6.70

		5		May		6.89

		6		May		6.76

		7		May		6.58

		8		May		6.32

		9		May		5.75

		10		Jun		5.36

		11		Jun		4.97

		12		Jun		5.21

		13		Jun		5.32

		14		Jul		5.15

		15		Jul		4.65

		16		Jul		4.65

		17		Jul		4.27

		18		Aug		3.96

		19		Aug		4.02

		20		Aug		4.13

		21		Aug		3.82

		22		Aug		3.88

		23		Sep		4.59

		24		Sep		4.59

		25		Sep		5.02

		26		Sep		5.39

		27		Oct		5.32

		28		Oct		5.01

		29		Oct		5.13

		30		Oct		5.13

		31		Nov		5.55

		32		Nov		5.18

		33		Nov		5.42

		34		Nov		5.48

		35		Nov		5.49

		36		Dec		5.56

		37		Dec		5.8

		38		Dec		5.92

		39		Dec		5.86

		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

		47		Feb		6																																6.66

		48		Feb		5.32																																6.60

		49		Mar		4.91																																6.53

		50		Mar		4.78																																6.70

		51		Mar		4.3

		52		Mar		4.47

		1		Apr		4.4

		2		Apr		4.4

		3		Apr		4.4

		4		Apr		4.26

		5		May		4.6

		6		May		4.2

		7		May		4.67

		8		May		5.02

		9		May		5.03

		10		Jun		5.55

		11		Jun		5.89

		12		Jun		5.87

		13		Jun		6.09

		14		Jul		6.16

		15		Jul		6.52

		16		Jul		6.52

		17		Jul		7.51

		18		Jul		7.61

		19		Aug		7.96

		20		Aug		7.94

		21		Aug		8.17

		WPI - Week-by-week Movement																																				6.89

																																						6.76

		Week Number																																				6.58

		1		Month		2003-04																																6.32

		2		Apr		6.14																																5.75

		3		Apr		6.47																																5.36

		4		Apr		6.16																																4.97

		5		Apr		6.14																																5.21

		6		May		6.03																																5.32

		7		May		5.90																																5.15

		8		May		5.90																																4.65

		9		May		5.65																																4.65

		10		Jun		5.05																																4.27

		11		Jun																																		3.96

		12		Jun																																		4.02

		13		Jun																																		4.13

		14		Jun																																		3.82

		15		Jul																																		3.88

		16		Jul																																		4.59

		17		Jul																																		4.59

		18		Jul																																		5.02

		19		Aug																																		5.39

		20		Aug																																		5.32

		21		Aug																																		5.01

		22		Aug																																		5.13

		23		Aug																																		5.13

		24		Sep																																		5.55

		25		Sep																																		5.18

		26		Sep																																		5.42

		27		Sep																																		5.48

		28		Oct																																		5.25

		29		Oct																																		5.38

		30		Oct																																		5.57

		31		Oct																																		5.63

		32		Nov																																		5.75

		33		Nov																																		5.32
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		FII

		Month		2002

		Jan		145.9

		Feb		483.5

		Mar		67.6

		Apr		-23.2

		May		9.4

		Jun		-176.7

		Jul		48.7

		Aug		35.7

		Sep		66.8

		Oct		-180.6

		Nov		152.3

		Dec		134.1

		Jan		204.8

		Feb		89.3

		Mar		201.5

		Apr		208.2

		May		645.2

		Jun		734.4

		Jul		462.0

		Aug		479.9

		Sep		906.8

		Oct		1466.2

		Nov		788.1

		Dec		1403.9

		Jan		849.5

		Feb		587.3

		Mar		1418.2

		Apr		1483.3

		May		-806

		June		-59.5
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