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Economic activity moderated to five-month lows in Jul’21

Expect real GDP growth of 7-8% YoY in 2QFY22

®m  Our in-house Economic Activity Index (EAI) for India’s real GVA (called EAI-GVA) posted growth of 7.7% YoY in Jul’21 (the
lowest in five months), against 10.7% YoY in Jun’21 and a contraction of 5.2% YoY in Jul’20. This was led by broad-based
moderation in Jul’21.

®  On the contrary, EAI-GDP exhibited better growth of 5.6% YoY in Jul’21, against 2.7% YoY growth in Jun’21, but much
weaker v/s Mar—-May’21. While investments grew at the lowest level in five months in Jul’21, private consumption grew
at a three-month-high pace during the month. Within investments, government capex declined for the second time in
the first four months of FY21, while the private sector grew decently on the low base of Jul’20.

m  Core revenue spending (excluding interest and subsidies) by the central government, however, declined for the third
time in four months. Excluding government consumption, EAI-GVA grew 7.1% YoY in Jul’21, faster than 3.2% YoY in
Jun’21, but slower v/s Mar-May’21.

m  Most of the indicators that we analyze on a monthly basis to track the progress in economic growth paint a mixed picture
for Aug’21. While e-way registrations, toll collections, mobility indices, and power generation have increased at a faster
rate, auto registrations, merchandise exports and the Manufacturing PMI have weakened in the recently concluded
month. The fear of a potential third wave seems to be restricting economic activity at this stage.

m  Overall, our in-house estimates suggest some moderation in EAI-GVA growth in Jul’21, largely due to weaker fiscal
spending, while there was decent growth in private spending (consumption and investments). Accordingly, we expect
real GVA growth of 7-8% YoY in 2QFY22 v/s 20.1% YoY growth in 1QFY22.
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Preliminary estimates m  EAI-GVA grew slower at 7.7% YoY in Jul’21...: Preliminary estimates indicate

indicate India’s EAl for GVA
posted growth of 7.7% YoY
in Jul’21, the lowest in five

months.

Exhibit 1: India’s EAI-GVA growth came in at five-month

lows of 7.7% YoY in Jul’21...

India’s EAIl for GVA posted growth of 7.7% YoY in Jul’21 (the lowest in five
months), against 10.7% YoY in Jun’21 and a contraction of 5.2% YoY in Jul’20.
This was led by broad-based moderation in Jul’21 (Exhibit 1, 2).

m ..while EAI-GDP grew faster at 5.6% YoY in Jul’21: EAI-GDP, on the other hand,
exhibited better growth of 5.6% YoY in Jul'21, against 2.7% YoY growth in
Jun’21, but much weaker v/s Mar—-May’21. While private consumption grew at a
three-month-high pace, investments grew at a five-month low and government
consumption declined for the third time in four months (Exhibits 3, 4).
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Exhibit 3: EAI-GDP, however, grew faster in Jul’21...

Exhibit 4: ...led by higher growth in consumption spending
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While government capex
declined for the second
time in the first four
months of FY21, the private
sector saw decent growth
on the low base of Jul’20.

While the Manufacturing
sector grew strong, weak
construction activity, slower
growth in auto sales, and
decline in government
spending led to slower
growth in the Non-Farm
sector.

India’s real GVA might grow
7-8% YoY in 2QFY22.

Source: Various national sources, CEIC, MOFSL

Investment growth moderated in Jul’21...: Total investments grew at five-
month lows of 12.1% YoY in Jul’21 v/s +18.5% in Jun’21 and 21% decline in Jul’20
(Exhibit 5). Within investments, while government capex declined for the second
time during the first four months of FY21, the private sector (reflected in power
generation, diesel sales, cement production, industrial credit, and the
Manufacturing PMI) grew decently on the low base of Jul’20 (Exhibit 11 for the
heat map).

..but private consumption grew at the three-month highest pace in Jul’21:
According to our estimates, total consumption grew 5.1% YoY in Jul’21 v/s
+2.7% in Jun’21 and -12.1% in Jul’20 (Exhibit 6). Within consumption, private
consumption grew at a three-month high of 6.9% YoY (Exhibit 12 for heat map),
though government consumption fell 31% YoY in Jul’21. Excluding government
consumption, EAI-GVA grew faster at 7.1% YoY in Jul’21 — faster than 3.2% YoY
in Jun’21, but slower v/s Mar—May’21. Further, faster growth in imports v/s
exports led to negative contribution from external trade to EAI-GDP in Jul’21.
Broad-based deceleration in EAI-GVA growth in Jul’21: EAI-GVA details suggest
that while the Farm sector grew 4.3% YoY in Jul’21 (v/s 4.6% in Jun’21), the Non-
Farm sector grew at 9.5% YoY in Jul’'21, the lowest in five months (Exhibit 7, 8).
While the Manufacturing sector grew strong, weak construction activity, slower
growth in auto sales, and decline in government spending led to slower growth
in the Non-Farm sector (Exhibit 13 for the heat map).

Third wave fears seem to be restricting economic growth in Aug’21 as well:
Most of the indicators that we analyze on a monthly basis to track the progress
in economic growth paint a mixed picture for Aug’21. While e-way registrations,
toll collections, mobility indices, and power generation have increased at a
faster rate, auto registrations and the Manufacturing PMI have weakened in the
recently concluded month. Fears of potential third wave seem to be restricting
economic activity at this stage (Exhibit 14 for the heat map).

Expect real GVA to grow 7-8% YoY in 2QFY22: Overall, our in-house estimates
suggest some moderation in EAI-GVA growth in Jul’21, largely on account of
weaker fiscal spending. On the other hand, private spending (consumption and
investments) has grown decently. Although there is no one-to-one correlation
between our EAls and the official GDP/GVA due to the underlying differences,
our composite indices move in sync with the official real GDP (ex-discrepancies)
and real GVA estimates (Exhibits 9, 10). Accordingly, we expect real GVA growth
of 7-8% YoY in 2QFY22 v/s 20.1% YoY growth in 1QFY22.

3 September 2021


http://crm.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http%3a%2f%2finstitution.motilaloswal.com%2femailer%2fResearch%2fEcoKnowLedge-LEADING-INDICATORS-20161122-MOSL-EK-PG014.pdf&Email=nikhil.gupta@motilaloswal.com&UserId=132884&MailSubject=EcoKnowLedge%20(Monthly%20data%20confirm%206.5%25%20growth%20is%20for%20real%20in%20India;%20Creating%20monthly%20economic%20activity%20index%20(EAI)%20since%201998)&ListId=116
http://crm.motilaloswal.com/Inst_ftpFileDownload.aspx?Path=http%3a%2f%2finstitution.motilaloswal.com%2femailer%2fResearch%2fEcoKnowLedge-LEADING-INDICATORS-20161122-MOSL-EK-PG014.pdf&Email=nikhil.gupta@motilaloswal.com&UserId=132884&MailSubject=EcoKnowLedge%20(Monthly%20data%20confirm%206.5%25%20growth%20is%20for%20real%20in%20India;%20Creating%20monthly%20economic%20activity%20index%20(EAI)%20since%201998)&ListId=116

MoTiLAL OSWAL

EC@S(@PE

Exhibit 5: Total consumption grew faster by 5.1% YoY in
Jul’21...

Exhibit 6: ...but investments posted the lowest growth in five
months
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Exhibit 7: Industry activity was subdued in Jul’21... Exhibit 8: ...as was the Services sector activity
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Exhibit 9: Our estimates of EAI-GVA moves in line with the
official real GVA...

Exhibit 10: ...and EAI-GDP is aligned with the official real
GDP*
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Exhibit 11: Key leading indicators for consumption

Passenger Revenue Rural Consumer Foreign Personal Services
% YoY i gl .2 Petrol sales 3 Currency Auto sales 4 Imports > tourists R
traffic spending wages -~ durable: IIP arrival credit PMI

Jul-20
Aug-20

(100.0)
(100.0)

(100.0)

% Revenue spending less interest payments by the central government

1
Railways and Aviation
3 4
Real rural wages deflated by CPI for rural workers Includes Passenger Vehicles and Two-Wheelers

5
Imports of Agricultural items, Leather products, Newsprint and Electronic Goods, Textiles (excluding gold, silver, and precious metals)

6
Our forecasts

Exhibit 12: Key leading indicators for investments
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1 2

Railways and waterways Includes Commercial Vehicles and Three-Wheelers
3 4

Machinery and equipment, transport equipment, machine tools, and project goods Capital spending by the central government

5

Our forecasts
" Data for total CV sales starting Apr’20 derived using CV sales of Ashok Leyland, Eicher Motors, Mahindra & Mahindra, and Tata Motors. The four
companies account for ~98% of all CV sales

Worse than the previous month and a year ago
Worse than the previous month, but better than a year ago
Better than the previous month, but worse than a year ago

Better than the previous month and the year ago
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Exhibit 13: Key indicators used in the creation of EAI-GVA on a monthly basis
% YoY Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21

Agriculture and allied activities

IIP: Fertiliser

Domestic tractor sales
1

Real rural wages

Reservoir levels

Agriculture sector

Industrial sector

Coal

Crude oil
Natural gas
IIP: Mining

Mining

Electricity

IIP: Manufacturing
Credit growth2

Fuel consumption

Manufacturing

Steel production
Cement output
IIP: NMMP?

1IP: Construction

Construction

Industry

Services sector

Auto sales”
Trade credit’
Foreign tourist arrivals (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)
Freight traffic®
Passengers traffic®
MFs AUMs

Fiscal Spending6

Real deposits7
Telecom subscribers

PMI: Services

Services sector

Aggregates

EAI-GVA

Non-farm EAI-GVA

! Rural wages deflated by CPI for rural workers : Industrial credit growth for Banks deflated by WPI
: Non-metallic mineral products (NMMP) * Non-food trade credit for Banks deflated by WPI
’ Railways and Aviation ° Total spending of the Central government, excluding interest and subsidies, deflated by WPI
’ Bank deposits deflated by WPI : Our forecasts

# Sale of Commercial Vehicles within total Auto sales starting Apr’20. The same has been derived using CV sales of Ashok Leyland, Eicher
Motors., Mahindra & Mahindra, and Tata Motors. The four companies account for ~98% of all CV sales
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Exhibit 14: Fears of a potential third wave seem to have restricted economic growth in Aug’21

Unit Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21

PMI: Manufacturing1

Index

E-way registrationsz

% MoM

. 2
Toll collection

3
FX reserves

. . . 4
Currency in circulation

Vahaan registrations

%MoM 42 133 52 294 06 -132 [-64 102 | -289 549 (1274 279 111

Apple mobility (driving)

%MOM 265 20 120 195 145 35 33 117 307 404 890 @9 82

Google mobility (R&R) %
Exports % MoM
Imports

Power Generation

% MoM
% YoY

1
Reading below 50 indicates contractions; above 50 means expansion

2
Based on daily volume (in million)
3 4
Recent data as of 20 August, 2021 Recent data as of 27 August, 2021

Worse than the preceding quarter and a year ago
Worse than the preceding quarter, but better than a year ago
Better than the preceding quarter, but worse than a year ago

Better than the preceding quarter and a year ago
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be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.
The person accessing this information specifically agrees to exempt MOFSL or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not
to hold MOFSL or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOFSL or any of its affiliates or employees free and harmless from all losses,
costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays.

Registered Office Address: Motilal Oswal Tower, Rahimtullah Sayani Road, Opposite Parel ST Depot, Prabhadevi, Mumbai-400025; Tel No.: 022 71934200/ 022-71934263; Website
www.motilaloswal.com.

CIN No.: L67190MH2005PLC153397.Correspondence Office Address: Palm Spring Centre, 2nd Floor, Paim Court Complex, New Link Road, Malad(West), Mumbai- 400 064. Tel No: 022
7188 1000.

Registration Nos.: Motilal Oswal Financial Services Limited (MOFSL)*: INZ000158836(BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-2015; Research Analyst: INH000000412. AMFI:
ARN - 146822; Investment Adviser: INA000007100; Insurance Corporate Agent: CA0579 ;PMS:INP000006712. Motilal Oswal Asset Management Company Ltd. (MOAMC): PMS (Registration
No.: INP000000670); PMS and Mutual Funds are offered through MOAMC which is group company of MOFSL. Motilal Oswal Wealth Management Ltd. (MOWML): PMS (Registration No.:
INP000004409) is offered through MOWML, which is a group company of MOFSL. Motilal Oswal Financial Services Limited is a distributor of Mutual Funds, PMS, Fixed Deposit, Bond,
NCDs,Insurance Products and IPOs.Real Estate is offered through Motilal Oswal Real Estate Investment Advisors Il Pvt. Ltd. which is a group company of MOFSL. Private Equity is offered
through Motilal Oswal Private Equity Investment Advisors Pvt. Ltd which is a group company of MOFSL. Research & Advisory services is backed by proper research. Please read the Risk
Disclosure Document prescribed by the Stock Exchanges carefully before investing. There is no assurance or guarantee of the returns. Investment in securities market is subject to market risk,
read all the related documents carefully before investing. Details of Compliance Officer: Name: Neeraj Agarwal, Email ID: na@motilaloswal.com, Contact No.:022-71881085.

*MOSL has been amalgamated with Motilal Oswal Financial Services Limited (MOFSL) w.e.f August 21, 2018 pursuant to order dated July 30, 2018 issued by Hon'ble National Company Law
Tribunal, Mumbai Bench.
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