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PMEAC CUTS

BS REPORTER
New Delhi, 1 August

he prime minister’s
economic advisory
council (PMEAC) to-
day lowered its eco-
financial yearto 8.2 per cent,
from 9 per cent pegged earlier.

“The projected growth rate
of 8.2 per cent, though lower
than the previous year (8.5 per
cent), must be treated as high
and respectable, given the cur-
rent world situation,” PMEAC
chairman C Rangarajan said.
According to the council, the
global economic and financial
condition is unlikely to improve,
which will not allow India to sus-
tain the high growthin exports
witnessed in the first quarter,

The PMEAC, in its econom-
ic outlook for 2011-12, said
wholesale price-based inflation
would remain high at9 per cent
till October and thereafter, it
would ease to 6.5 per cent by the
end of March. InJune, it was at
9.44 per cent.

Manufacturing will not do
well, as was expected earlier. In
its February review, the coun-
cil had pegged manufacturing
to grow by 9 per cent, but today's
outlook projected it to grow on-
lyby 7 per cent. Asif to buttress
the council’s assessment, the
H5BC Purchasing Managers'
Index, released today, slipped
10 & 20-month lowin July.

The industry sector, an over-
whelming proportion of which
comprises manufacturing, ises-
timated to grow 7.1 per cent this
financial year, against 7.9 per
centin 2010-11, “Domesticin-
dustries are uncertain about

GDP ESTIM

Prime Minister's Economic Advisory Councl chairman C Rangarajan (right) along with
Saumitra Chaudhuri and M Govinda Rao, both members, at the press conference on
‘Economic Outlook — 2011-12", in New Delhi on Monday. PHOTO: saMISY K SHARMA

theirinvestments, becausa they
feel, rightor wrong, something
is not moving... Surely, foreign
investors will be doubly con-
scious,” PMEAC member
Saumitra Chaudhuri said.
soon predicted for this financi-
al vear, the agriculture and all-
ied sector growth is pegged at 3
per cent, down from 6.6 per cent
recorded in the previous year.
The high base effect was ex-
pected to pull down growth rates
this financial year. Services are
projected to grow at 10 per cent,
compared to 9.4 per cent pro-
Jjected earlier.
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Manufacturing growth at 20-mth low...

BS REPORTER
Heser Defhil, 1 Asgust

INDIA'S  manufacturing
growth fell to a 20-month low
in July, due to more expensive
inputs, according to the wide-
ly tracked HSBC's Purchas-
ing Managers"Index (PMI).
The index was down to
53.6 points in July from 55.3
in June. Tl June, the index was
| at anine-month low, If the
PMI is above 50 points, it de-
notes growth; ifitis below 50
points, it means negative
| growthand at 50 points, it im-

plies flat growth.

According to a statement
by financial information firm
Markit Economics, which
compiles the index, input
prices rose substantially in Ju-
ly due to high raw material
costs. The rate of input price
inflation was also high, com-
pared to June,

Manufacturers seemed to
be absorbing this rise in cost,
since the growth in pricing
was much lower. The increase
in both input and output prices
remained elevated, compared
to their reéspective long-run

series averages.

New export.orders cons
tracted for thefirst time since
May 2009, due to easing of de-
mand from its major export
destinations. The output ex-
panded but the rate of in-
crease slowed for the third
successive month, the state-
ment added.

The growthin purchasing
activity also slowed on the
back of weaker expansion in
output.

Leif Eskesen, chief econo-
mist for India & Asean at HS-
BC, said the result confirmed

that inflation pressure re-
mained firmly in place, de-
spite the ongoing moderation
in growth. “The RBI will,
therefore, have to maintain its
tightening bias for a while still,
toanchor inflation expecta-
tions,” he said.

However, analysts said
REBI's move to steeply raise
policy rates may also stifle the
growth rate further,

Already, core sector data
for July showed that output
for three of eight sectors —
natural gas, fertiliser and coal
— contracted.

...but June exports bring in somé cheer

PRESS TRUST OF INDIA,
Mew Delhi, 1 August

INDIA'S exports went up by
46.43 per cent to $29.21 bil-
| lionin June, but the impres-
sive growth rate may not be
sustained into the second half
| ofthe yearin view of uncer-
tainty in the Us
and Europe. Merchandise ex-
ports aggregated to $19.94
billion in June, 2010.
Helped by an impressive
| rise in June, exports grew by
ahefty 45.7 per cent lo 579
billionin the first quarter of
the current fiscal, according
to commerce ministry data
released today.
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Though most of the sectors
posted robust expansion —be

it petroleum products, ready-

made garments, engineering
or pharmaceuticals — Com-
merce Secretary Rahul
Khullar has cautioned that
news from the
largest two mar-
kets — the US
and Europe —"is
far from cheer-
ful... Summer is
not over, Itis still
not going to be
easy”.
The Us and Europe togeth-
er account for about 35 per
centof the country's exports,
which stood at $246 billionin

THE TRADE DEFICIT

OF $7.6 BILLION
was almast half the
level of $14.9 billion

seen in May

2010-11. “Export growth is go-
ing to continue for another
three months till September,
The growth trend will not be as
good in the third and fourth
quarters and will get restrict-
ed to around 35-40 per cent,”
Federation of In-
dian Export Or-
ident Ramu Deo-
rasaid.

Deora also ex-
pressed concern
over high infla-
tion and inteérest
rates. The government is look-
ing 25 per cent growth annu-
ally, so that expaorts touch $500
billion in 2013-14.

Though imports grew 42.4
per cent to $£36.8 billion in
June, the trade deficit of $7.6
billion was almost half the lev-
el of $14.9 billion seen in May,
lessening concerns over
the country’s balance of pay-
ments situation.

In April-June, 2011-12, in-
bound shipments rose by 36.2
percent to$110.6 billion, led
by the import of $30.5 billion
worth of petroleum products.
The trade gap during the peri-
od stood at $31.6 billion. 0il and
non-oil imports increased by
30 percent and 47.8 per cent,
respectively, during the month
under review to $10.18 billion
and 26.6 billion.

TUESDAY 2 AUGUST 2011
NEW DELHI

Business Sta_l_ldard

ipoitarontisguig s

TETO 8.2%

‘Govt should
restrict fiscal
deficit at4.6%’

then start declining.

What prescription would
you offer to keep the
current account deficit low?
Wehave projected a current ac-
count deficitof 2.7 percent. I
think that is a reasonable level
of current account deficit, whi-

Though the finance ministry = chcanbe financed by promot-
expects the economy to grow  ing foreign investment flows.,
at 8.6 per cent this year, the  Given our growth needs, a mod-
Prime Minister's Economic  erate trade deficitand current
Advisory Council (PMEAC)  account deficit areinevitable.
has lowered the growth
Jforecast to 8.2 per cent from Do you think the budgeted
nine per cent earlier. limit for expenditure might
Chairman C RANGARAJAN  be breached due to a rise in
told Virishti Bentwal the subsidies?
revenue target might They have certain expenditure
remain at the budgeted pattern and we have to see
level and the focus should whether that pattern can be
be on expenditure, maintained or not. There is
Edited excerpts: some alement of subady. (Bui)
the rest of the expenditure
What factors led you to should be maintained at the
revise the growth target? budgeted level Also, some ex-
Subsequentevents haveled us  penditure will ~ome in future
torevise our target growth rate  or the last quacter of the year.
downwardstoB2percentfrom It may not niecessarily be
9 per centin February. Thegl- meant for the full financial
obal situation has deteriorated  year such as food security,
since then and the environment
isnot conducive for rapid gro-  Should the govemment look
wih. The industri- at augmenting
alproductionhas By November, it revenues
alsoshowed a de- we should start from different
cling. : : sources to
o seeing a dedline compensate for
What are o - any increase in
risks to the GDP in inflation. It expenditure?
growth this alsodepends 1 think they will
year? meetthe revenue
Itis dependent up- upon whether target: Some exp-
on areasonable the trend has . enditure may sho-
monsoon. We thi- ot up and to that
nk it will be a good started or not Extent, revenue au-
monsoon thisyear. C RANGARAJAN  gmentation will be-
Theotheristhein- PMEAC Chalrman come important,
ternational eco- We adjusted down-
nomic situation. Ifitdeterio- wards excise duties in the wake
rates further, wemay haveapr-  of the slowdown. But adecision
oblem. Otherwise, we think the  will be taken only when the fis-
target will be met. cal deficit cannot be maintained

What are the immediate
areas of concern for the
govemment?

Bringing inflation down to a
comfortable level and main-
taining the fiscal deficit are the
major short-term challenges.
These should be addressed
wellso that the growth ratein
industrial production and in-
vestment sentiments pick up.

Would it be possible for the
govemment to meet its
fiscal deficit target?

They should restrict the fiscal
deficit at 4.6 per cent of gross
domestic product. Itis a diffi-
cult task, but appropriate pol-
icy decisions have to be taken.

When do you see inflation
coming down?
ByNovember, we should start
seeing a decline in inflation. It
also depends upon whether the
trend has started ornot. I mean
the inflation may remain ata
high level nll November and

at the budgeted level. In the
medium term, introduction of
the Goods & Services Tax and
the Direct Taxes Code will help.
GST can add to revenue growth
if rates are properly chosen.

What should be the
government stand on diesel
decontrol and increase in
petroleum prices?

We should go for diesel decon-
trol asa matter of policy, but
whether it should be raised or
notwould depend on interna-
tional prices. Solong as crude
prices do not show a rise, fur-
ther adjustment in petroleum

prices may not be necessary.

Have interest rates peaked
or the Reserve Bank of India
{RBI) may continue with a
tight monetary policy?

RBI action will depend upon
behaviour of inflation. We be-
lieve until such time when in-
flation shows definite signs of
decling, the present tighten-
ing policy should continue.



