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Manufacturing sector holds ground

IIP growth was lower at 3.5% in Jul’25 compared with 5% in Jul’24, however it was higher than 1.5% in
Jun’25. Compared with previous year (Jul’24), slower growth was noted mainly in the mining and
electricity production. Manufacturing output accelerated to 6-month high in Jul’25. Within
manufacturing, major sub-sectors which registered higher growth compared with last year included
basic metals, machinery and motor vehicles. In case of use-based industries, infrastructure and
construction goods growth touched 21-month high and that of consumer non-durables also performed
well. On the other hand, growth of primary goods continued to contract, while that of consumer
durables, intermediate and capital goods noted some moderation. This sector is set to get a substantial
boost from upcoming reduction in GST rates. Steady domestic consumption so far (as reflected in GST
collections) also provide a positive outlook for the upcoming festive demand.

IIP growth eases: IIP growth eased to 3.5% in Jul’25 from 5.0% in Jul’24, however it was up from 1.5%
in Jun’25. This is higher than our estimate of 2.5-3% increase. This was led by moderation in mining
and electricity production. Mining sector growth fell by (-) 7.2% in Jul’25 after rising by 3.8% in Jul’24.
Electricity output in Jul’25 rose by 0.6% compared with 7.9% growth recorded in Jul’24. In contrast,
manufacturing sector provided a boost to the headline growth, as it rose by 5.4% versus 4.7%. Within
manufacturing, out of 23 subsectors, 7 of them (accounting for ~¥37% of the total weight) reported a
faster growth compared with last year. These included, manufacture of basic metals, food products,
pharma products, motor vehicles, machinery and equipment, and other non-metallic mineral
products. On the other hand, amongst the major industries which reported slower growth than last
year included manufacture of coke, petroleum and chemicals and products.

Growth in infra goods at 21-month high: Within use-based classification, infrastructure and
construction goods production rose by 11.9% in Jul’25 from 5.5% Jul’24, tracking revival in government
spending. In Q1FY26 alone, centre’s capex had risen by 52%, following (-) 35% decline in Q1FY25 (due
to election related spending restrictions). Apart from this consumer non-durables showed
improvement in growth (0.5% versus -4.2%). Primary goods output continues to decline (-1.7% versus
5.9%), while output of others such as capital goods (5% versus 11.7%), intermediate goods (5.8 versus
7%), and consumer durables (7.7% versus 8.2%) registered some moderation.

Way forward: On a FYTD basis (Apr-Jul’25), industrial output registered slower growth at 2.3%
compared with 5.4% in Apr-Jul’24. For the same period, manufacturing growth softened to 3.9% from
4.4% during the same period last year. This aligns with the trend seen in overall trade growth which
has registered 3.1% increase in FYTD26 so far (till Jul'25) compared with 4.6% growth last year (till
Jul’24). In contrast, exports of certain product heads like engineering goods, chemicals and electronics
have performed better on the export metric than production metric (front loading of exports could be
a reason). The steady rise in GST collections (10.7% in Apr-Jul’25 versus 10.2% in Apr-Jul’24) indicates
that domestic consumption remains strong. Improvement in consumer non-durables is already visible.
Going ahead, as GST rates are rationalised, manufacturing is poised get a booster doze in the
upcoming festive season.



Table 1: Weaker IIP growth noted in July’25 versus last year

Sectoral (%) Weight Jul-24 Jun-25 Jul-25 Apr-Jul’24 Apr-Jul’25
IIP 100.0 5.0 1.5 35 54 2.3
Mining 144 38 8.7) (7.2) 6.9 (3.9
Manufacturing 776 47 3.7 54 44 39
Electricity 8.0 79 (1.2) 0.6 10.1 0.9
Use-Based

Primary Goods 341 59 (2.5) (1.7 6.6 (1.4)
Capital Goods 8.2 1.7 3.0 5.0 5.2 8.6
Intermediate Goods 172 7.0 55 5.8 44 5.2
Infrastructure and Construction Goods 123 55 6.7 11.9 74 7.5
Consumer Durables Goods 128 8.2 2.8 7.7 10.1 3.8
Consumer Non-Durables Goods 15.3 4.2) (0.9 05 (1.3) (1.0)

Source: CEIC, Bank of Baroda Research



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.com

Yy B O @ M

For further details about this publication, please contact:

Economics Research Department
Bank of Baroda
chief.economist@bankofbaroda.com



http://www.bankofbaroda.com/
mailto:chief.economist@bankofbaroda.com
https://twitter.com/bankofbaroda
https://www.facebook.com/officialbankofbarodapage/
https://bitly.bobyt/
https://www.instagram.com/officialbankofbaroda/?hl=en
https://in.linkedin.com/company/bankofbaroda

