GDP growth likely slowed to 6-qtr lows in Q2 FY25
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GDP data for Q2FY25 due on 29" November, likely slowed to 6.5%, lowest in six qtrs.

GVA and GDP growth for Q2FY25 likely moderated to 6.4% and 6.5% respectively

» As per our projection, the GVA growth in Q2FY25 slowed down to 6.4% as against 6.8% in Q1FY25, led by a slump in
industry and a slight edge up in services’ growth (ref fig. 1).

» This is a confirmation of downward pressure on high frequency lead indicators as seen during Q2FY25. The trend is
also in line with our economic activity index (ref fig.2).

» The sequential slowdown is led by a decline in all segments of industry and a few segments of services too. This is
disappointing as seasonally, June is considered a weak quarter and this year the June qtr. was coupled with election
related uncertainty and consequent lower government spending, so Q2 would have warranted a higher growth vis-a-vis
Q1.

» The slackening growth was led by the industry witnessing a major downfall from 8.3% in Q1FY25 to 5.1% in Q2FY25
(ref fig.4). This is the fourth straight qtr. when industry is seen going through a decline in growth. Our analysis of
manufacturing sector corporate earnings numbers after excluding the significant drag from sectors like oil & gas also
shows a slip in operating profit growth to 7.2% y/y in Q2FY25 vs. 12.2% in Q1FY25. More importantly, the impact of
excess rainfall during August-September and weak demand during Pitru Paksha has weighed upon industry growth. Apart
from manufacturing, mining, electricity and construction, segments also took a hit in growth (ref fig. 5).

» Services growth showed a modest pick-up in growth to 7.3% in Q2FY25 vis-a-vis 7.2% in Q1FY25. It is key to know that
services GVA has been supported by a pick-up in govt spending post elections during Q2FY25 thereby buoying public
admin growth rate to double digits; however, this was neutralized by a decline in trade & transport segment’s growth
(ref fig. 6).

» Agri sector alone is likely to shine with growth spiking sequentially to 5% in Q2FY25 from 2% in Q1FY25 on the back of
a bumper kharif crop. This is likely the highest number in the last six qtrs. and a saviour to the GVA/GDP growth. The
spurt in agri growth is partly attributed to base effect also as FY24 was an EL NINO year.

» More importantly, GVA ex-agri and ex-government i.e. private sector growth has slipped to 5.5% in Q2FY25 from 7.3%
in Q1FY25, lowest in 7 qtrs.

» We estimate Q2FY25 GDP growth rate to take further breather to 6.5% (6.7% in Q1FY25) vis a vis RBI’s projection of
7.0%, on back of sequential descend in aggregate demand, third consequent qtr. of moderation.

GDP-GVA growth wedge likely stayed muted in Q2-FY25

» The negative gap between GDP and GVA observed in Q1FY25 GDP growth numbers probably returned to mild positive
zone in Q2FY25 as the growth in net indirect taxes picked up from 9% in Q1FY25 to 15% y/y in Q2FY25 (ref fig.3).

» However, going forward, we believe that the GDP-GVA growth gap may return to negative zone as subsidies spend
picks up in the coming qtrs. This was also highlighted by RBI Governor in a recent commentary.

Growth likely to pick up in H2FY25 on revival in demand

» We expect H2FY25 to clock a growth rate of 6.9% as against 6.6% (projected) for H1FY25. For full year FY25, we
project a growth rate of 6.7% as against 8.2% for FY24. It needs to be noted that RBI led MPC projects H2-FY25 GDP
growth at a relatively higher 7.4% levels.

» Growth pickup in H2 is visible in some high frequency indicators for the month of October on the back of festive
demand effects (ref fig.7). As per RBI Bulletin for November, rural India is emerging as a gold mine for e-commerce
companies during the festival season. This is expected to gather further momentum with the sharp increase in kharif
output and promising rabi crop prospects.

» Growth pickup likely to be led by government spending and rural demand recovery. However, in a volatile world
economy, risks to growth need to be acknowledged from sharper than expected global growth slowdown, geo-political

tensions and any weather disruptions.

Fig.1. GDP likely saw sluggish growth of 6.5% in Q2’FY25 led by drop in industry growth

%yly | QI'FY24 | Q2'FY24 | Q3'FY24 | Q4'FY24 | FY24 | Q1'FY25 | Q2'FY25 (P)
GDP 8.2 8.1 8.6 7.8 8.2 6.7 6.5
GVA 8.3 7.7 6.8 6.3 7.3 6.8 6.4
Agri 3.7 1.7 0.4 0.6 1.6 2.0 5.0
Industry 6.0 13.6 10.5 8.4 9.6 8.3 5.1
Services 10.7 6.0 7.1 6.7 7.6 7.2 7.3

Source: CEIC, UBI Research
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Fig.2. UBI Economic Activity Index clearly signals growth slowdown in Q2-FY25
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Fig. 3. GDP-GVA wedge stayed muted in our view;

Fig. 4: Slower GVA growth in Q2FY25 dragged down by
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Fig. 7: Lead indicators also indicate growth slowdown in Q2-FY25:

MACRO-ECONOMIC DASHBOARD
Industrial Sector Sep-28 Oct-23 Nov-28 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 Jul-24 Aug-24 Sep-24  Oct-24
IIP (YoY Gr%) 6.35 | 1189 | 247 | 439 | 421 | 560 | 547 | 519 | 625 | 493 | 470 [ 007 | 3.09
Mining (Y0Y G%) 11.50 | 1314 | 701 | 520 | 6.02 | 813 | 130 | 677 | 656 | 1030 | 375 | 429 [ 018
Manufacturing (YoY GrY%) 513 | 10.58 | 131 | 462 | 364 [ 49 | 590 | 418 | 510 | 353 | 436 [ 111 | 389
Electricity (YoY Gr'%) 987 | 2038 | 576 | 123 | 563 | 759 | 862 | 1024 | 1374 | 858 | 794 [ 372 | 049
Core Infra Growth (YoY Gr%) 945 | 1268 | 7.89 | 508 | 416 | 706 | 625 | 694 | 6.8 | 500 | 614 [-158 | 204
Cement prduction (YoY Gr%) 473 [ 1695 | 475 | 384 | 406 | 782 | 1058 [ 016 | 063 | 179 | 548 | 802 | 7.10
Steel Production (YoY Gr%) 1481 | 1359 | 974 | 828 | 917 | 944 | 753 | 983 | 894 | 631 | 642 | 388 | 146
Petroleum Products (YoY Gr%) 549 | 429 | 1236 | 409 [-430 | 263 | 159 | 392 | 050 | -154 | 662 [ -1.03 [ 576
Fertilizers Prduction (YoY Gr%) 417 | 533 | 333 | 58 | -059 | 950  -L27 | 076 | 166 | 245 | 531 | 315 | 189
Coal Prduction (YoY Gr%) 16.00 | 18.38 | 1087 | 10.79 | 10.57 [ 11.57 | 870 | 751 | 1020 | 1478 | 6.82 | 805 [ 264
Capital Goods Production (YoY Gr%) 837 | 2067 | LAL | 370 | 324 | L72 | 699 | 281 | 263 | 363 |1L75| 047 | 284
PMI Manufacturing (YoY Gr%) 57.50 | 55.50 | 56.00 | 54.90 | 56.50 | 56.90 [ 59.10 | 58.80 [ 57.50 | 58.30 |58.10 [ 57.50 | 5650 | 57.50
PMI Services (YoY Gr%) 61.00 | 58.40 | 56.90 | 59.00 | 61.80 | 60.60 [ 61.20 | 60.80 [ 60.20 | 60.50 | 60.30 [ 60.90 | 57.70 | 58.50
Oct-23 Jan-24 Feb-24 Jul-24
Bank Credit (YoY Gr'%) 19.96 | 19.73 | 2064 | 1995 | 20.30 [ 20.50 | 20.16 | 19.01 | 19.78 | 17.36 | 1359 | 1359 [ 13.0
Agriculture Credit (YoY Gr%) 16.66 | 17.39 | 18.11 | 1939 | 19.99 [ 20.00 | 19.97 | 1984 | 2160 | 1741 |18.07 | 17.73 [ 16.36
Industry Credit (YoY Gr%) 651 [ 536 | 606 | 804 | 7.97 | 889 | 851 | 737 | 936 | 813 [1009| 971 | 894
Services Credit (YoY Gr%) 2539 | 2403 | 2575 | 2334 | 2420 | 2426 | 2349 | 22.02 | 2318 | 17.36 [ 1399 [ 1392 | 13.70
Retail Credit (YoY Gr%) 30.03 | 29.56 | 30.03 | 28.41 | 2861 | 28.11 | 27.46 | 2670 | 28.73 | 2560 | 1499 [ 1393 | 1342
Bank Deposits (YoY Gr%) 9.90 | 1296 | 1421 | 1328 | 1320 | 1312 | 1347 | 1256 | 1402 | 1112 | 1057 | 1272 | 1154 11.75
Demand (YoY Gr’%) -1.32 | 597 | 15.04 | 1071 | 919 | 1012 | 1208 | 988 | 1483 | 624 | 825 [ 2055 | 1333 13.16
Time (YoY Gr) 11.54 | 1394 | 1410 | 1364 | 1376 | 1353 | 1367 | 1293 | 1391 | 1183 [10.88 | 11.70 [ 1131 11.56
C-D Ratio (%) 7860 | 79.20 | 79.60 | 79.50 | 80.00 | 80.20 | 80.30 | 79.50 | 79.60 | 79.30 | 79.30 [ 7840 ( 7960 | 79.00
Weighted Average Lending Rate Fresh Rupe{ 9.38 | 950 | 9.41 | 932 | 943 | 936 | 937 | 955 | 939 932 | 940 | 941 | 937
Weighted Average Deposit Rate (%) 6.70 | 676 | 679 | 683 | 685 | 6.86 [ 689 | 691 | 692 | 691 | 692 [ 693 | 6.9
Banking Secto ep-28 (0 0 De an-24 Feb-24 Mar-24 Apr-24 May-24 : 4 Aug-24 Sep24 O
UPI (No.in Cr) 1055.57 | 1140.88| 112353 | 1202.02 |1220.30|1210.27| 1344.00 | 1330.40 | 1403.58 | 1388.51 |1443.56{1496.30| 1504.17 | 1658.50
IMPS (No. in Cr) 4729 | 4929 | 47.24 | 49.88 | 50.88 | 53.46 | 58.06 | 55.04 | 95.77 | 5168 | 49.03 | 45.33 | 4299 | 46.68

NPCI Retail Transaction value (Y-o-Y Gr%)| 20.61 | 23.52 | 25.99 | 21.14 | 25.16 | 2851 | 2219 | 23.95 | 2201 | 2283 | 2296 | 2051 | 20.62 29.59

NPCI Retail transactions volume (Y-0-Y Gr%) 43.68 | 42.59 | 46.93 | 44.96 | 44.68 | 50.01 | 46.69 | 44.24 | 4286 | 4414 |39.05 | 37.43 | 38.9% 43.18

Oct-28 Jan-94 Feb-24
CPI(Y-0-Y Gr%) 502 | 487 | 555 | 5.69 | 510 | 509 [ 485 | 483 | 480 5.08 360 | 3.65 549 6.21
Core CPI (Y-0-Y Gr%) 452 | 426 | 411 | 389 | 359 | 337 | 324 | 323 | 312 314 339 | 340 3.49 3.67
WPI (Y-0-Y Gr%) 007 | 026 | 039 | 08 | 033 |02 | 026 | 119 [ 274 343 210 | 125 184 2.36

Oct-23 Jan-24 Feb-24
Electricity Consumption 1076 | 2346 | 615 | 080 | 554 | 886 | 999 | 9.02 | 13.62 8.01 39 | 4% | -0.78 114
Petroleum Consumption (YoY Gr%) 97 | 191 | 437 | 941 | 646 | 484 | 1531 | -2.54 | 820 898 | 740 | 026 | -1.85 1.4
Consumer Durables (YoY Gr%) 097 | 1593 [ 483 | 524 | 1158 | 1256 | 953 | 1055 | 1263 8.82 829 | 528 6.48
Consumer Non Durables (YoY GrY%) 266 | 929 | 338 | 304 | 030 [ -317 | 522 | -246 | 280 102 | 430 | 445 ( 203
Unemployment (YoY Gr%) 709 | 942 | 888 | 865 | 740 | 810 [ 740 | 810 | 7.00 9.20 790 | 850 7.80 10.10

Oct-23 Jan-24 Feb-24
Merchandise Export (YoY Gr%) 207 | 579 | 327 | 080 | 426 | 11.87 | -0.63 | 199 | 13.30 244 | -184 [ 934 | 049 11.26
Merchandize Import (YoY Gr%) -14.02 | 1027 | -332 | 664 | 199 [ 1369 | 639 | 1147 | 807 593 745 | 3.28 1.60 3.88
Service Export (YoY GrY%) 204 | 1066 | 416 | 174 | 10.75| 343 | -1.40 | 17.06 | 9.69 316 | 1661 | 566 | 1462 21.29
Service Import (YoY GrY%) -1041 | 041 | <1013 | -105 | 010 | 172 | 212 | 1999 | 6.18 308 (1572 | 883 | 1324 26.30
E Way bill generated (Nos. in Cr) 920 | 1003 [ 876 | 953 | 960 | 973 | 1035 | 967 | 1032 | 1000 | 10.49 [ 1055 | 1091 1173
Air Freight (YoY Gr%) 025 | 1315 | 658 | 1080 | 1552 | 2266 | 17.32 | 998 | 1557 | 1594 | 18.06 | 1246 | 17.95

Sep-28 Jan-24 Feb-24 May-24 Jul-24 Aug-24

GST Collection (YoY Gr%) 1017 | 1337 | 1512 | 1028 | 1051 | 1254 | 1147 | 1242 | 9.96 763 | 1028 [ 9.99 6.47 8.92
Govt Expenditure (YoY Gr%) 319 | -14.01 | -1382 | 7.13 |-14.03| 2044 | 062 | 39.26 | -37.87 | -1842 | 012 | 2094 | 263
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