view; data signal gloom

aCouncil slashes GDP growth forecast from 9% to 8. 2%, Morgan Stanley from 7.7% t0 7.2%
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HE gap between the
T government’s fore-

cast of India’s GDP
growth this fiscal and thatof
independent analysts who
have always remained more
cautious appeared to nar-
row a bit on Monday, On a
day when more statistical
evidence appeared on a
broad-basing of economic
slowdown, the Prime Minis-
ter’s Economic Advisory
Council (PMEAC) an-
nounced a cut in the GDP
growthforecastfor2011-12to
8.2% from9% projected inits
Februaryreview.

The panel atiributed the
revisiontothecombined im-
pact of an erosion in in-
vestor confidence and the
central bank's continuance
of a tight monetary stance
on both investment and con-
sumption demand. A large
partof thelower growthwill
be reflected in manufactur-
ing and construction sec-
tors, the council said, while
peggingalowerfarmoutput
growth of 3% this fiscal as
againstlastyear’s6.6%.
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The council’s revised
growth estimate was lower
than the finance ministry’s
latest prediction ‘that the
GDP will grow at 8.6% this

fiscal, compared with the
originalestimateof 9% with
anoutsidebandof £0.25%.
Independent analysts, on
their part, cut their more
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conservativeestimateseven
further. Morgan Stanley
saidIndia’s GDPwould grow
just 7.2% this fiscal, a sharp
cut from the 7.7% forecast

earlier. 1t may be recalled
that the RBI, which revised
its key lending rate by 50 ba-
sis points to 8% in its first
quarterreview of the mone-

tary policy on July 26, had
kept the growth forecast for
thisfiscal unchangedat8%.

Auto sales data and the
manufacturing PMI (pur-
chase managers’ index) for
the month of July released
onMondayprovided corrob-
oratingevidence to the slow-
ing of growth. Pressured by
rising input costs and high
interest rates, India’s top
three carmakers — Maruti
Suzuki, Hyundai Motor and
Tata Motors -— saw their cu-
mulative July sales decline
by a guarter to 1.09 lakh
units. While car sales grew
animpressive30%, thehigh-
est ever in 2010-11, the
growth in the April-June
quarter wasjust7%.

India’s manufacturing
PMI fell to a 20-month low of
53.6inJulyfrom55.3inJune,
falling for the third straight
month. Bothoutputand new
orders indices fell to their
lowest in 20 months, sug-
gesting that higher interest
rates are starting to hurt do-
mesticdemand.
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