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FY20 growth revised to 4%

CSO has revised FY20 growth to 4% from 4.2%. However, FY19 growth has
been revised upwards to 6.5% (6.1% earlier). The downward revision in FY20 is
led by lower government spending and lower manufacturing activity. Public
investment fell considerably. So did real estate. With lower investment and
consumption, India’s saving rate increased in FY20 to 31.4% of GDP (30.6%
in FY19). Investment and consumption have fallen further in FY21. Thus the
Budget will look at kickstarting public and private investment cycle.
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GDP growth for FY20 estimated at 4%: GDP growth for FY20 was revised
lower to 4% from 4.2% estimated earlier. However, FY19 growth has been
revised up from 6.1% to 6.5%. In addition, government final consumption
expenditure increased by 7.9% as against 11.8% estimated earlier in FY20.
Apart from this, valuables and inventory drawdown too was a drag on growth. In
contrast o this, GVA growth for FY20 was revised upwards to 4.1% versus 3.9%
earlier led by upward revision in agriculture (now at 4.3% versus 4% earlier) and
services (now at 7.2% versus 5.5% earlier). Industrial sector saw downward
revision to growth estimates led by manufacturing (-2.4% now versus flat

earlier) and mining (-2.5% versus 3.1% earlier).

Investment demand falls...: Investment demand as measured by nominal
GFCF moderated from 14.5% in FY19 to 6.1% in FY20. Public investment
moderated from 16.4% in FY19 to 5.5% in FY20. Private corporate investment
increased by 9% instead of 11.8% in FY19. Even household investment has risen
by only 4% compared with 15.7% in FY19, within which real estate investments
contracted by 1.1% from an increase of 19.3% in FY19. Investments have fallen

further in FY21 and require step-up led by public investment in the Budget.

...Savings rate went up, thus current account deficit fell: India’s savings rate
rose to 31.4% of GDP in FY20 from 30.6% in FY19. This was led by increase in
government savings from 2.2% to 2.9% followed by household savings from
19.3% t0 19.6%. Net financial savings were higher at 8% from 7.2% in FY19.
Concurrently, the current account deficit fell to 0.9% in FY20 from 2.1% in
FY19. In FY21, India will see a current account surplus in the range of 1-1.5% of
GDP. The above backdrop also calls for kickstarting private and public
investment cycle through higher public capex, in part funded by monetization

of existing assets.
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Important disclosures are provided at the end of this report.

KEY HIGHLIGHTS

= GDP growth for FY19 revised higher to 6.5%

from 6.1%; GVA growth estimated lower at

5.9% versus 6%.

= GDP growth in FY20 estimated lower at 4%
from 4.2%; GVA growth revised up to 4.1%

versus 3.9% estimated earlier.

= Both investment and consumption demand fell

in FY2, thus savings rate increased.
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FIG1- GDP GROWTH IN FY20 LOWER THAN EARLIER ESTIMATION

5 FY19* FY20®

Earlier Now Earlier Now
Agriculture, forestry and fishing 24 2.6 4.0 4.3
Industry 4.9 5.3 0.9 1.2)
Mining and quarrying (5.8) 0.3 31 (2.5)
Manufacturing 57 5.3 0.0 4
Electricity, gas, water supply and other utility services 8.2 8.0 41 2.1
Construction 6.1 6.3 13 1.0
Services 77 7.2 5.5 7.2
Financial, real estate & professional services 6.8 7.2 4.4 7.3
Public administration and defence 94 74 9.9 83
GVA at basic prices 6.0 5.9 3.9 4.1
GDP 6.1 6.5 4.2 4.0

Source: CEIC, Bank of Baroda Research | #2"¢ Revised Estimates, @ 1* Revised Estimates

FIG2 - CONSUMPTION AND INVESTMENT SPENDING HAS BEEN MUTED

(% YoY) AL Fr20@

Earlier Now Earlier Now
Private final consumption expenditure (PFCE) 7.2 7.6 53 55
Gouvt final consumption expenditure (GFCE) 101 6.3 n.8 7.9
Gross fixed capital Formation (GFCF) 9.8 9.9 2.8) 54
Change in Stocks (CIS) 225 27.2 1.9 (39.7)
Valuables (11.9) ©.7 13.5 (14.2)
Exports 12.3 12.3 (3.6) (3.3)
Less Imports 8.6 8.6 (6.8) (0.8)
GDP 6.1 6.5 4.2 4.0

Source: CEIC, Bank of Baroda Research | #2"¢ Revised Estimates, @ 1* Revised Estimates

FIG 3 - INDUSTRY AND SERVICES TO SUPPORT GROWTH IN FY22

Weight (%) FY18’ FY19* FY20® FY21AE FY22E
Agriculture, forestry and fishing 6.6 2.6 4.3 34 3.0
Industry 5.9 5.3 1.2) (9.6) 12.3
Mining and quarrying 5.6 0.3 2.9 2.4 9.3
Manufacturing 7.5 53 Q.4 0.4 14.3
Electricity, gas, water supply and other utility services 10.6 8.0 21 2.7 7.0
Construction 5.2 6.3 1.0 (12.6) 10.8
Services 6.3 7.2 7.2 (8.8) 10.9
Trade, hotels, transport, communication & services 103 71 6.4 21.4) 185
related to broadcasting

Financial, real estate & professional services 1.8 7.2 7.3 (0.8) 6.5
Public administration and defence 83 7.4 8.3 37 9.5
GVA at basic prices 6.2 5.9 4.1 (7.2) 10.0
GDP 6.8 6.5 4.0 7.7 10.5

Source: CEIC, Bank of Baroda Research | *3" Revised Estimate, #2" Revised Estimates, (@ 1 Revised Estimates | AE- Advance Estimates | E- Bank of Baroda estimates
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FIG 4 - REVIVAL IN CONSUMPTION DEMAND TO BOOST GROWTH IN FY22
(% YoY) FY18' FY19¢ FY20@ FY21AE FY22E
Private final consumption expenditure (PFCE) 62 76 55 ©.5) 1.0
Govt final consumption expenditure (GFCE) 1.9 63 7.9 5.8 8.0
Gross fixed capital formation (GFCF) 7.8 99 54 (145) 108
Change in stocks (CIS) 683 272 39.7) 43) 5.0
Valuables 402 ©.7) 14.2) (48.6) 95
Exports 46 123 33) ®3) 175
Less Imports 174 8.6 ©0.8) 205) 275
GDP 6.8 6.5 4.0 7.7 10.5

Source: CEIC, Bank of Baroda Research | *3" Revised Estimate, #2" Revised Estimates, (@ 1% Revised Estimates | AE- Advance Estimates | E- Bank of Baroda estimates
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Disclaimer

The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. Nothing contained in this
publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Bank of Baroda
and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or reliability of any information contained herein or otherwise provided
and hereby disclaim any liability with regard to the same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or
personal capacity or may have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in this
publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make or render Bank of Baroda Group
liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, directors shall not be liable for any loss, damage, liability whatsoever

for any direct or indirect loss arising from the use or access of any information that may be displayed in this publication from time to time.

Visit us at www.bankofbaroda.in
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For further details about this publication, please contact:

Economics Research Department
Bank of Baroda

chief.economist(@bankofbaroda.com
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