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- Index of industrial production (IIP) growth beat market

yoy N estimates by posting a 6-month high growth of 2.7 per
12 cent in August 2012 as compared to a revised —0.2 per
cent in the previous month. However, its important to
8 note that this improvement in industrial output might
prove to be temporary unless the impediments to invest-
4 ment are removed.
0 - On a sequential basis too, IIP growth (on a seasonally-
Y adjusted basis) picked up to 1.2 per cent in August 2012
as compared to a contraction in the previous month.
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= = &= = &= N o X N - Manufacturing sector, which has the highest weight in
g s g 3 8 8 = = E overall ITP, jumped to 2.9 per cent in the reporting month
as compared to a decline in the previous month.
Apr-Aug - Mining sector’s growth picked up pace to 2.0 per cent in
Weight Aug-11 Jun-12 Julyl2 Augl2 FYI2 FYI3 August 2012. But much should not be read into this im-
General 0000 34 18 o e o o proved reading as the pick up in grovyth was mainly d}le
: to a favorable base-effect. The sector is still plagued with
e = U 2 GU multiple problems like ban on iron-ore mining in some
Mining 1416  -55 02 -1.6 20 05 .06 Sl
Electricity 1032 9.5 8.8 238 1.9 95 43
Use-Based - Poor performance by electricity sector in the last few
Basic 4568 538 4.2 1.0 2.8 76 53 months remains a matter of concern. The sector’s growth
Capital 88.3 40 281 45 -1.7 73 -138 | slid to 2.3 per cent in July-Aug 2012 period, after posting
Intermediates 1569  -1.0 0.6 -1.2 1.9 08 06 an impressive 6.4 per cent growth in the first-quarter of
Consumer Goods 298.1 2.1 4.1 0.5 5.0 4.4 3.5 2012-13.
-Durables 84.6 5.5 9.2 0.6 4.0 4.5 57
-Non durables 2135 0.7 01 03 58 43 ¢ | - Though, intermediate sector’s output moved to the posi-
tive territory in August 2012, it still remains weak.
- Capital goods growth showed some strength as its magni-
3rmonth MA tude of contraction moved down. The sector still posted
(%) Capital goods Consumer goods the sixth consecutive contraction in August 2012, indicat-
24 ing the weak investment outlook in the economy cur-

rently. IIP growth excluding the volatile capital goods
12 stood at 3.4 per cent in the reporting month.

0 \’\’\/\_/\ - Consumer goods growth accelerated to a 8-month high of

5.0 per cent in August 2012 underpinned by a pick-up in

L output of both its consumer— durables and non-durables.

- Pick-up in consumer non-durables growth to 5.8 per cent in
August 2012 as compared to an anemic 0.3 per cent growth
in the last month was mainly attributable to a low base of
last year.
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Outlook: The improvement in IIP in August 2012 is encouraging, but is still indicative of activity stabilizing rather than signal-
ing a sustained and strong upturn. We continue to expect the IIP growth to remain sluggish at least for next couple of months.
High interest rates, high input costs and uncertain global scenario have all played a part in dampening the IIP growth. We have
been suggesting an immediate cut in repo rates by 100 bps as inflation clearly remains a supply-side phenomena and hence de-
mand should not be curtailed by keeping interest rates high. Hence, we are hoping that the RBI bites the bullet in the forthcom-

ing monetary policy meeting due by month-end.
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