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Institutional Equities 

2QFY21 GDP slightly better than expected at -7.5% YoY, but where is the stimulus? 
2QFY21 GDP contracted by 7.5% YoY while GVA contracted by 7% YoY. This was slightly better than Bloomberg 
consensus expectation and our expectation of 8.2% GDP contraction but does not really call for a revision of our 
FY21 GDP forecast, which stands at -8.5%. Nominal GDP growth contracted by 4% YoY, improving from a 
contraction of 22.6% in the previous quarter. The upside surprise came from industry, which grew by 0.1% YoY, 
supported by manufacturing growing by 0.6% YoY and electricity, gas &water supply growing by4.4% YoY. The 
0.6% YoY growth in manufacturing is not entirely surprising as operating profitability of BSE 500 companies (ex-
banks) was up by over 5% YoY. But, in our preview, we had conservatively given a slightly higher weightage to 
manufacturing as measured by the index of industrial production (IIP), which contracted by 6.8% YoY. 
Agriculture grew by 3.4% YoY, unchanged from the previous quarter and slightly lower than our estimate of 
3.9%. Services (including construction) contracted by 11.1% YoY - in line with our estimate. However, trade, 
hotels, transport & communication did better than our estimate, registering a decline of 15.6% YoY (vs. our 
estimate of 25%). This was offset by a sharper than expected decline in financial, real estate & professional 
services; construction; and public administration & defence services. Government spending is now clearly a 
drag on growth. Public administration & defence services declined by 12.2% YoY, worse than a 10.3% decline in 
1QFY21. On the expenditure side of GDP, government consumption was down 22.2% YoY. The trend of declining 
government expenditure has sustained in 3QFY21. Data released separately showed that total expenditure was 
up by only 0.4% YoY for April-October 2020. The fiscal deficit for April-October 2020 stood at 119.7% of budget 
estimate. Moreover, incoming data suggests that recovery is unlikely to be a one-way path. Core infrastructure 
industries output declined by 2.5% YoY in October’20 after a 0.2% YoY decline in the previous month despite a 
low base. This was mainly on account of lower refinery output, which declined by 16.9% YoY in October’20 after 
a 9.5% YoY decline in the previous month. 

Agriculture holding up; manufacturing shows some positive surprise: 2QFY21 GDP contracted by 7.5% YoY while GVA 
contracted by 7% YoY. Nominal GDP contracted by 4% YoY, improving from a contraction of 22.6% in the previous quarter. The 
upside surprise came from industry, which grew by 0.1% YoY, supported by manufacturing growing by 0.6% YoY and electricity, 
gas & water supply growing by 4.4% YoY. The 0.6% YoY growth in manufacturing is not entirely surprising as operating 
profitability of BSE 500 companies (ex-banks) was up by over 5% YoY. But, in our preview, we had conservatively given slightly 
higher weightage to manufacturing as measured by the IIP, which had contracted by 6.8% YoY. Agriculture grew by 3.4% YoY, 
unchanged from the previous quarter and slightly lower than our estimate of 3.9%. Mining output was down by 9.1% YoY.  

Government spending a drag on growth: Services, including construction, contracted by 11.1% YoY - in line with our 
estimate. However, trade, hotels, transport & communication did better than our estimate, registering a decline of 15.6% YoY 
(vs. our estimate of 25%). This was offset by a sharper-than-expected decline in financial, real estate & professional services; 
construction; and public administration & defence services. Government spending is now clearly a drag on growth. Public 
administration & defence services declined by 12.2% YoY, worse than a 10.3% decline in 1QFY21. Finance, real estate & 
professional services declined by 8.1% YoY in 2QFY21, worse than a 5.3% decline in the previous quarter. Construction was 
down 8.6% YoY in 2QFY21, improving sharply from a 50.3% decline in the previous quarter. On the expenditure side of GDP, 
government consumption was down 22.2% YoY. The trend of declining government expenditure has sustained in 3QFY21. Data 
released separately showed that total expenditure was up by only 0.4% YoY. The fiscal deficit for April-October 2020 stood at 
119.7% of budget estimate. Capex was down 1.9% YoY and revenue expenditure was up 0.7% YoY for Aril –October’20.. In 
October’20, capex was up 129.5% YoY (on a low base of a 5.1% decline) while revenue expenditure was down 1.3% YoY. Total 
expenditure was up 9.5% YoY. 

Fixed investment shows resilience: Private consumption was down 11.3% YoY in 2QFY21, improving from a 26.7% decline in 
the previous quarter. In a surprising and interesting trend, fixed investment did better than private consumption and was down by 
just 7.3% YoY, improving from a contraction of 47.1% in 1QFY21, probably boosted by some pick-up in real estate activity and 
investment in rural development schemes.  

FY21 GDP unchanged at -8.5%; recovery may still be uneven and prolonged: Although 2QFY21 GDP was slightly better 
than expectations, it does not really call for a revision of our FY21 GDP forecast, which stands at -8.5%. We are expecting a 
decline of 2.1% in 3QFY21 and flat growth in 4QFY21. Moreover, incoming data suggests that recovery is unlikely to be a one-
way path. Core infrastructure industries output declined by 2.5% YoY in October’20 after a 0.2% YoY decline in the previous 
month despite a low base. This was mainly on account of lower refinery output, which declined by 16.9% YoY in October’20 
after a 9.5% YoY decline in the previous month. Coal output was up 11.5% YoY but was down vs. 21.2% growth recorded in the 
previous month. Crude oil production  declined by 6.3% YoY and natural gas output declined by 8.6% YoY. Cement production 
turned positive and was up 2.8% YoY while electricity production was up 10.5% YoY. But, steel production declined  by 2.7% 
YoY. After a brief dip in the previous month, fertiliser production was up 6.3% YoY. We are also relatively cautious on GDP 
growth in FY22 and our forecast stands at 6% as containment measures would well continue into 1HCY21.    

RBI likely to stay on hold on December 4th: On balance, with inflation above the RBI’s 6% target, slightly better than 
expected GDP growth in 2QFY21 and improvement in high frequency indicators (in our Macro Meter the number of indicators in 
positive territory  stand at about 57% in October unchanged from September), we expect the central bank to keep rates on hold 
at its meeting on December 4th. However, we do expect 25-50bps of rate cuts in 1HCY21 as inflation eases.     

Teresa John, CFA 
Research Analyst 
(Economist) 
teresa.john@nirmalbang.com 
+91 22 6273 8114 
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Exhibit 1: 2QFY21 GDP contracts by 7.5%; FY21 GDP forecast unchanged at -8.5% 

 
% of GDP FY19 FY20 FY21E FY22E Q1FY21 Q2FY21 

Agriculture 13.8 2.4 4.0 3.4 3.5 3.4 3.4 

Industry excluding construction 21.2 4.5 0.8 (8.3) 6.4 (33.8) 0.1 

Mining and Quarrying 2.7 (5.8) 3.1 (8.0) 4.0 (23.3) (9.1) 

Manufacturing 16.5 5.7 - (9.5) 6.5 (39.3) 0.6 

Electricity gas and water supply 2.1 8.2 4.1 1.0 8.0 (7.0) 4.4 

Services including construction 56.8 7.5 5.0 (10.4) 6.4 (24.3) (11.1) 

   Construction 7.3 6.1 1.3 (14.0) 3.5 (50.3) (8.6) 

   Trade, hotels etc. 17.6 7.7 3.6 (20.0) 8.0 (47.0) (15.6) 

   Finance, insurance, real estate etc. 20.0 6.8 4.6 (4.0) 6.0 (5.3) (8.1) 

Public administration, defence and other services 11.8 9.4 10.0 (5.0) 6.5 (10.3) (12.2) 

GVA at basic price 
 

6.0 3.9 (7.9) 5.9 (22.8) (7.0) 

GDP at market price 
 

6.1 4.2 (8.5) 6.0 (23.9) (7.5) 

GDP by expenditure 
       

Private cons. exp. (PCE) 56.4 7.2 5.3 (8.0) 7.0 (26.7) (11.3) 

Govt. cons. exp. (GCE) 10.4 10.1 11.8 9.0 7.7 16.4 (22.2) 

Gross fixed cap. formation (GFCF) 30.8 9.8 (2.8) (13.0) 4.0 (47.1) (7.3) 

Net exports 
       

Exports 20.2 12.3 (3.6) (11.1) 7.5 (19.8) (1.5) 

Imports 22.4 8.6 (6.8) (10.1) 7.0 (40.4) (17.2) 

Source: CSO, CEIC, Nirmal Bang Institutional Equities Research. 

 
Exhibit 2: Fiscal deficit at 119.7% of budget; but government cutting back on expenditure  

 Item (Rsbn) FY19A  FY20A FY20 (YTD) FY21 (YTD) FY20(% of BE) FY21(% of BE) FY21 (%YoY) 

1 Revenue Receipts 15,530.1 16,820.9 9,076.3 6,919.0 46.2 34.2 (23.8) 

2 Tax Revenue (net to centre) 13,172.1 13,558.9 6,834.9 5,757.0 41.4 35.2 (15.8) 

3 Non-Tax Revenue 2,358.0 3,262.0 2,241.5 1,162.1 71.6 30.2 (48.2) 

4 Non-debt capital receipts 1,126.8 686.2 268.3 164.0 22.4 7.3 (38.9) 

5 Recoveries of Loans 179.6 183.2 94.6 102.2 55.6 59.2 8.0  

6 Other Receipts (Divestment) 947.3 503.0 173.7 61.8 11.8 63.8 68.3  

7 Total Receipts  (1+4) 16,657.0 17,507.1 9,344.6 7,083.0 44.9 31.5 (24.2) 

8 Revenue Expenditure 20,080.2 23,496.2 14,536.3 14,641.0 59.4 55.7 0.7  

9 Capital Expenditure 2,735.4 3,367.4 2,012.7 1,973.6 59.5 47.9 (1.9) 

10 Total Expenditure (8+9) 22,815.6 26,863.6 16,549.1 16,614.5 59.4 54.6 0.4  

11 Fiscal Deficit {7-10} (6,158.7) (9,356.6) (7,204.5) (9,531.5) 102.4 119.7  32.3  

 % of GDP  -3.40% -4.6%           

Source: CSO, CEIC, Nirmal Bang Institutional Equities Research. 

 
Exhibit 3: Core sector declines 2.5%YoY in October’20 

% YoY Weight (%)  Sep-19 Oct-19 Sep-20 Oct-20 

Core infrastructure industries    (5.1) (5.5) (0.2) (2.5) 

Coal  10.3  (20.5) (17.5) 21.2  11.5  

Crude Oil 9.0  (5.3) (5.1) (6.1) (6.3) 

Natural Gas  6.9  (4.9) (5.7) (10.6) (8.6) 

Petroleum Refinery Products 28.0  (6.6) 0.3  (9.5) (16.9) 

Fertilizers  2.6  5.5  11.8  (0.4) 6.3  

Steel  17.9  (1.4) (0.5) 2.8  (2.7) 

Cement  5.4  (1.9) (7.7) (3.5) 2.8  

Electricity  19.9  (2.6) (12.2) 4.9  10.5  

Source: MoSPI, Nirmal Bang Institutional Equities Research. 
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DISCLOSURES 
 

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a 
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also 
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.  
 
NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have 
different or contrary views on stocks and markets. 
 
NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in 
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or 
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the 
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject  
company at the end of the month immediately preceding the date of publication of this research report. 
 
NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the 
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other 
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an officer, 
director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject company. 
 
Analyst Certification: I, Teresa John, research analyst and the author of this report, hereby certify that the views expressed in this 
research report accurately reflects my personal views about the subject securities, issuers, products, sectors or industries. It is also 
certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations or views in this research.  The analyst is principally responsible for the preparation of this research report and has 
taken reasonable  care  to  achieve  and  maintain  independence  and  objectivity  in  making  any recommendations.  
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not 
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from 
engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs of the 
reader.  

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to 
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated to 
all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their receiving 
this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or licensing 
requirements within such jurisdictions. 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, 
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its 
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in 
this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this 
report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should 
rely on their own investigations.  

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and 
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and 
would be happy to provide information in response to specific client queries.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice 
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of 
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in 
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. 
Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability whatsoever for 
any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may be noted that 
neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential 
including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.  

Copyright of this document vests exclusively with NBEPL.  

Our reports are also available on our website www.nirmalbang.com 

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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