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- Index of industrial production (IIP) growth contracted by

y-0-y% SA m-0-m% 1.8 per cent in June 2012 as compared to 2.5 per cent
(2 growth in the previous month. Industrial production
growth continues to remain volatile, it had contracted in
8 the two consecutive months from March-April 2012 and
. then moved into the positive territory in May 2012.
0 - Even on a sequential basis, IIP growth declined to 1.3 per
cent (seasonally-adjusted basis) in June 2012, indicating
4 the underlying downward momentum in the series.
-8 - Manufacturing sector, which has the highest weight in
3 3 i o 5 5 E < E overall IIP, also contracted by 3.2 per cent in the reporting
¢ < 3 2 & & & < 3 month as compared to 2.6 per cent growth in the previous
month.
Apr-June - Mining sector’s growth remained lackluster at 0.6 per
Weight Jun-11 Apr-12 May-12 Jun-12 FY12 FYI3 cent in June 2012, albeit it moved into the positive terri-
General 10000 95  -0.9 25 18 69 1 tory after posting successive contractions for most part of
Manufacturing 7553 112 -12 26 32 17 g4 lagt fiscal. Ban on iron ore mining has hit the output of
Mining 1416 -4 32 06 06 06 -1 this sector.
Electricity 1032 79 46 5.9 8.8 83 44 . .
Use-Based - In some positive news, output of electricity sector accel-
Bacic 168 78 - in "y e erate.d to 8.8 per cent in June 2012 as compared to 5.9 per
_ - cent in the previous month.
Capital 883 387 -196 88 279 170 -196
Ig;::::zzods ;gg'? ;? 3176 431; l;’ i‘i 41‘~(2) - Intermediate sector’s output slowed to 1.6 per cent in
' ' ' ' o ' ' June 2012 from 3.7 per cent in the previous month, thus
-Durables g6 16 52 o8 o1 27 80 indicating the grim outlook for future IIP growth.
-Non durables 213.5 44 2.5 0.3 -1.0 5.9 07
- Volatility in capital goods has been a disturbing trend of
s |IP> growth ex capital goods Capital goods ITP growth in recent times. Hence its better to estimate
20 overall IIP growth excluding the volatile capital goods

sector to get the real picture. IIP growth ex capital goods
28 stood at 3.5 per cent in June 2012, despite the overall IIP
data print posting a contraction during the month.

16
4 I I ninl in 1./ _ .= 3: - Capital goods cpntracted by a hefty 27.9 per cent for the
fourth consecutive month in June 2012. This reflects the
® \ weak investment outlook in the economy currently.
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- Consumer goods growth decelerated to 3.5 per cent in
h - - - - - - o~ o~ o~ June 2012 as its largest component by weight consumer
3 5 s g 3 8 3 5 s non-durables contracted during the month due to prevail-
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ing high inflation levels.
Source: Central Statistical Organization (CSO) & CII computations

Outlook: TP growth continues to disappoint, with the June 2012 data print posting a contraction. We continue to expect the
[P growth to remain sluggish at least till the first-half of the current fiscal. Poor monsoons have emerged as an additional risk
for the economy this fiscal and it is expected to impinge on the output of the consumer goods sector, especially non-durables.
Under the current backdrop, we expect the RBI to cut interest rates in the next quarter to cushion falling industrial demand.
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