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India’s Industrial Growth
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Industrial Growth:

The recent data on industrial production for July 2008 shows an
improvement in the industrial growth over the previous months. The
industrial growth was found to gradually pick up in July 2008-09 compared
to the growth posted in the previous months of this year.

However the growth during the four - month period (April- July) of the
current fiscal remains much lower than the growth numbers recorded in
the corresponding months of the last fiscal.

During the April- July period of 2008-09 growth in the manufacturing and
electricity sector

Accelerated compared to the growth registered in the previous months of
this year.
compared to the growth of last fiscal. The increase in production was
witnessed only in the mining sector surpassing the growth posted in the

However the growth performance remains weak when

previous year.

Further following the use-based classification we see growth in
intermediate and basic goods in July 2008 was subdued as against the
growth in the same month of the previous year. Output in the capital
goods sector however increased by 22% in July this year compared to
12.3% increase in the same month of previous year. The growth in the
consumer goods came mainly from the consumer durables segment that
increased by 11.2% compared to the negative growth posted in the
corresponding month of last year.

In July 2008-09 growths in seven among the seventeen industry sectors
namely food products, beverages and tobacco, paper, metal products,
machinery, transport equipments and other

Manufactured items exceeded the growths posted in the previous year.
While basic metals, non-metallic minerals and basic chemicals slowed in
July 2008-09 compared to the corresponding month Of the previous year,
production of 6 industry sectors namely rubber, leather, wood, jute, wool
and Cotton was found to drop.
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fulcrum of an ever increasing growth curve. With positive indicators such as a stable 8-9 per cent

annual growth, rising foreign exchange reserves and rapidly expanding FDI inflows, India has

emerged as the second fastest growing major economy in the world.

G¢KS KAIKSNI SO2y2YAO0 ANRGGK (NI 2SééedNMPr200y R (KS
are based on a quantum jump in savings and investment.

The economy has been growing at an average growth rate of 8.8 per cent in the last four fiscal years
(2003-04 to 2006-07), with the 2006-07 growth rate of 9.6 per cent being the highest in the last 18
years. Significantly, the industrial and service sectors have been contributing a major part of this
growth.

Six core infrastructure industries - crude, petroleum refinery products, coal, electricity, cement and
finished (carbon) steel - clocked just 3.4 percent growth (provisional) in April-August, as against 7.1
percent in the corresponding period last year.

While industrial groups like food products, jute textiles, wood products, leather products, chemicals

and chemical productsF YR a2 0 KSNJ YI ydzF I QG dzNAy 3¢ KIF@FS INRgsY |
2006-07, industries like non-metallic mineral products, cotton textiles and textile products,

automobiles, paper products and metal products have suffered from a significant slackening in

growth. The downslide in consumer durables can partly be attributed to the constrained demand

conditions arising from adjustments in policy variables like interest rates.

' PERFORMANCE OF INFRASTRUCTURE SECTOR

The index of six core-infrastructure industries registered a
growth of 3.4% during April-August 2008-09 as against 7.1%
during the corresponding period of the previous year
(Growth rate in per cent) Base Year: 1993-94
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The growth in key infrastructure industries too dipped to 2.3 per cent in August 2008, compared
with 9.5 per cent in the same period last year.

The cement sector declined to 1.9 per cent against 16.7 per cent in August 2007, while coal output
dropped to 5.9 per cent compared with 8 per cent in the corresponding year.

Finished (carbon) steel growth also declined to 4.4 per cent in August, from 9.6 per cent in the same
month last year.

For the April-August period of 2008-09, crude oil production registered a negative growth of 0.9 per
cent, against one per cent during the same period last year, while petroleum refinery products
dropped to 4.8 per cent from a healthy 10.4 per cent in the same period last year.

Coal production registered a growth of 7.3 per cent against 2.1 per cent in April-August 2007-08.
Electricity generation posted a growth of 2.2 per cent, down from 8.3 per cent last year.

While cement production in the first five months of the current fiscal declined to 5.7 per cent,
compared with 9.3 per cent during the same period last year. Finished steel production registered a
growth of 3.9 per cent, down from 7.4 per cent a year ago.

Inflation Trends:

The average WPI based inflation calculated for the month of August 2008 continues to reign above
12.5%. Inflation rose from an average of 12.2% in July to 12.5% in August this year.

The sharp difference in the rate of inflation between now and last year has been mainly on account
Of a sharp rise in the price index of fuel and some manufactured items. Measures to curb the rising
Food articles and other manufactured commaodity prices have been put in place, however these only
Showed a marginal impact on the rising price index. The fall in fuel prices from its peak USD 147 /
Barrel to below USD 65/barrel is yet to be captured in the recent price index.
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Wholesale Price Indices (WP

The WPI in August 2008 was 117.90 (2006=100), falling 0.94% from previous month, due primarily to
prices of Crude Petroleum and Natural Gas went down 8.96%, Petroleum & Coal Products moved
down 4.62%, and Basic Metal decreased 3.30% respectively, where Domestic Sales Excluding Imports
and Imports prices fell 1.06% and 1.90% separately, while Exports prices increased 0.22%. The
annual change rate for WPI in August 2008 jumping to 9.57%, due mainly to prices of Crude
Petroleum and Natural Gas rose 54.52%, Petroleum & Coal Products moved up 39.00% and Basic
Metal advanced 21.03% individually, whereas Taiwan Dollar to U.S. Dollar appreciated 5.63%.
Domestic Sales Excluding Imports prices went up 14.60% and Imports prices moved up 14.92%, while
Exports prices decreased 0.63%. For the first eight months of 2008, the WPI jumped 8.91%
compared with the same period of previous year, of which the Import Price Index rose 14.55%, while
Export Price Index declined 0.79%.

Rate of Inflation Wholesale Price Index
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Consumer Price Index Consumer Price Indices (CPI)
e The CPI in August 2008 was 107.14 (2006=100),

e U
rising 0.25% from previous month, due primarily

to Vegetables prices advancing 23.57% for the
deferred impact of typhoon, while prices of
Clothing declining 4.42% for summer discount

106 e e e e

activities, and Fuels & Lubricants down 5.13%.

The General Index excluding Fruits, Vegetables,
Fish, Shellfish and Energy, i.e. core CPI, fell
0.15%.
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The annual change rate for CPI in August 2008,
compared with the same month of previous

BE

[ A A A year, was 4.78%. Prices of Food increased

10.21%, of which Meat up 21.62%, Fish &
Shellfish up 16.77%, Fruits up 14.33%, Food
Away from Home up 7.98%, and Vegetables
T T R ICEIITCIEERRINPR, went up 5.09%. Transportation &

Annual Change

Communication prices advanced 5.40%, due
mainly to prices of Fuels & Lubricants rose
17.14%, however, Public Transportation fare
and telecommunication fees went down. The

7 core CPl up 3.74%.
.
For the first eight months of 2008, the CPI
0 increased by 4.25% over the same period of
previous year, as prices of Commodity and
e e Service moved up 6.41% and 2.34% individually.
g; i_u} o ;;15 o The core CPl up 3.28%.
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Pharmaceuticals SECTOR

India is fast emerging as a hub for biotech products and the Parma industry is growing rapidly as a
result of the government's policy initiatives.

Pharmaceuticals industry is growing a rate of 10-15 percent annually and is poised to grow at a faster rate.

Good infrastructure and availability of scientific, technical and skilled manpower are making India
not only a safe but a favourite destination for Parma companies for clinical research. The size of the
Parma industry is estimated at more than Rs.60, 000 crores (Rs.600 billion) and India is fast emerging
as a hub for Parma and biotech products. In the current scenario, the pharmaceutical market is
replete with opportunities. With the growing customer base and an increasing demand of drugs for
lifestyle related ailments, such as hypertension, diabetes, heart disease etc., there is a need for
innovative drug launches and hence greater R&D activity in the Indian Parma sector. Both global and
domestic companies have aggressive plans to tap this market. With a contributory policy-
environment and the product patent law, a lot of global Parma MNCs are launching their R & D
initiatives along with global Parma products.

SME GROWTH

d{a9 A& | &sS3Y Ih¢ sharedffsmaK andhiediuth Ndegdprisdé GMEs) in India's gross
domestic product (GDP) is likely to go up to 22 percent by 2012. 'Technological up gradation will
reduce input costs and increase production, which will enable SMEs to contribute 22 percent. Banks
FNBE € SYyRAy3a G2 {a9Qf F2N) RSOSt2LIYSYyd FyR 3aAINRBgUK
risky as compared to corporate bodies. Many banks have planned to raise private equity fund for
{ a 9 Ohle skate of Orissa, blessed with abundant mineral resources, is poised to emerge as the
metals, mining and manufacturing hub of the country. Major national and international companies
like TATA Steel, Jindal Steel & Power, Aarti Steel, Visa Steel, POSCO, and Arcelor Mittal are in the
process of setting up integrated steel plants in the state. The Government of Orissa has welcomed
these investments to the state to achieve rapid economic development through inclusive growth.

Considering the aspects multiplier effect in terms of employment generation, development of
entrepreneurship, dispersal of industrial activities, correction of regional imbalance and utilisation of

local skills and resources, the Government therefore acknowledges the Micro, Small and Medium

Enterprise (MSME) sector as the true vehicle for economic growth. Accordingly, the Government is

in process to improve the regulatory climate for MSMEs by way of formalizing new MSME policy as

St 4 aGNBy3IdKSyAy3a GKS daAiAy3dft S DeklgpRedtooE OFf ST N
Small and Medium Enterprise sector is perceived by the government as being an important engine

of growth in the new millennium, especially with the slow growth of the agricultural sector and the

expectation that the state-owned enterprise sector's share of GDP will decline due to its

restructuring process.

6|Page



CAPITALVIA International Services

No. 506 West, Corporate House
169, R. N. T. Marg Indore 8452001
Mail us: info@capitalvia.com URL: www.capitalvia.com

Ph: 91731 425 2828 Fax: 91 731 425 2800

ﬂuﬂmcf an Excellence..

INDIAN ECONOMY

MANUFACTURING

LYRAIF Q& YU ydzFl O dzNXlyrgast amynR exéergingBcondndies. With $rodiic® dzNIi K
YI ydzZFlF OGdzZNBER Ay LYRAF 3IFAYyAy3 FO0O0OSLIWFyOS Ay GKS
the fastest growing and has seen significant investments as a proportion of gross domestic product

than any other country. The Indian metals and mining sector is the major contributor to this

industry. Verticals such as tools and machines, automotive, aerospace and defence, oil and gas
refineries are aligned to the metals and mining industry. The contribution of this industry to our GDP

currently is about 17 percent. With the growing economy. Manufacturing operations in verticals

such as automotive, aerospace, Hi-Tech, are being off shored to India and in the last two years a lot

of re-engineering and product design work has been off shored. L Y R éxdel@rite in sectors such as

auto components, pharmaceuticals and textiles has clearly given it an impulsion. As a result India is

emerging as a big market and manufacturing companies are leveraging it to create innovative

products from India that are eventually gaining global significance.

Industrial Growth and Inflation
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RETAIL SECTOR

The Indian retail market ¢ the fifth largest retail destination globally ¢ is estimated to grow from USD
330 billion in 2007 to USD 427 billion by 2010 and USD 637 billion by 2015. India has over 12 million
retail outlets out of which nearly 5 million sell food and related products. Though the market has
been dominated by unorganized players, the growth of organized retail is catching up. The Indian
organized retail is 3.6 percent of the USD 330 billion market, and is expected to grow at a CAGR of 30
percent by 2010. The fastest growing segments in the organized retail have been wholesale cash,
carry stores, supermarkets and hypermarkets. With changing lifestyle, income growth, the huge
number of malls coming up and the growing number of customers for luxury goods, the Indian retail
is undergoing structured change and expansion towards a more organized sector. Most corporate
players entering into retail are penetrating food and grocery segments, which is also the major area
where consumers are spending. However other retail formats are also picking up. Reasons such as
SO2y2YAO0 INRBSUIKI AYONBlIASR RA&ALRAIOES AyO2YS | yF
with their western counterparts shall augment the cause of other format of retails.

STATE OF THE INDIAN ECONOMY
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AGRICULTURE GROWTH

Agricultural growth is likely to slow down by more than a half in 2008-09, mainly triggered by scanty
rainfall in some parts of the country during July. GDP originating in agriculture and allied activities is
likely to grow by 2% in 2008-09, less than what it has done in the previous three years. In 2007-08,
the farm sector growth stood at 4.5%, while it was 3.8% and 5.9% in 2006-07 and 2005-06,
respectively. Food grain production in kharif 2007-08 stood at 120.96 million tons while oilseeds
output was 19.84 million tons. A panel formed by the government in 2006 has proposed the creation
of a $2 billion fund to boost so-called secondary agriculture, including the extraction of oil from rice
bran, milk from soya bean and industrial chemicals and biofuel from sugar cane. Secondary
agriculture typically includes activities such as extracting vitamins from food grains, medicines from
herbs, and fibre boards from rice straw, oil from rice bran and so on. Agriculture, which provides a
fAGAY3 (G2 a2YS 1w 2F LYRAFQ&A LRLIAFGA2yZ 002«
product.

CONCLUSION:

The success of the Indian economy shares several parallels with the Chinese economy. Like China the
Indian economy has a plentiful supply of cheap labour. This has enabled low labour costs for firms
which have made them particularly competitive in labour intensive industries. This has often been at
the expense of Western manufacturing sectors. The Indian economy has benefited a lot from
technological development and globalization. Indian economy is expected to grow at 7% to 8 % and
if it grows at 7% also it will create lot of job opportunities, in India as other segment like
manufacturing, pharma are expected to grow at good pace.
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