Q1 GDP growth misses estimates
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ndia’s economy grew below
expectations at 13.5 per
cent in April-June 2022-23
(Q1 FY23), despite the low
base of the equivalent period of
2021-22, when economic activity
was severely impacted by the
Delta wave of the pandemic.

Sequentially, gross domestic
product (GDP) contracted 9.6 per
cent in the June quarter of FY23
compared to the March quarter
of FY22.

The data released by the
National Statistical
Office showed while
the services sector
lifted growth during
the quarter, activity
in the trade, hotels,
and transport seg-
ment, despite improvement
in hospitality, was below the
pre-pandemic level of the June
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quarter of FY20.
With rising interest rates, an
uneven monsoon, and

slowing global demand, ana-
lysts fear the economy may
fall short of the 7.2 per cent

"~ annual growth target for

9
S

sl 2022-23 is only 3.8 per

FY23 projected by the
Reserve Bank of India
(RBI).

Keeping the two pan-
demic years of 2020 and
2021 out, Q1 real GDP in

NUMBERS

cent higher than in the equiv-
alent quarter of 2019-20.

Gross value added (GVA) at
basic prices grew at 12.7 per cent
in the June quarter while
nominal GDP was up 26.7 per

cent, reflecting elevated
inflationary pressures in the
economy.

Growth in private final con-
sumption expenditure, or private
spending, grew at a robust 25.9
per cent with pent-up demand
kicking in as consumers felt con-
fident to spend.

Government spending,
however, grew only 1.3 per cent,
signalling that both
the Central and state
governments kept
their expenditure in
check during the
quartet.

Gross fixed cap-
ital formation (GFCF), which rep-
resents investment demand in
the economy, grew at a robust
20.1 per cent. However, com-
pared to the pre-pandemic
period of FY20, GFCF grew only
6.7 per cent.

On the supply side, manufac-
turing grew by a disappointing
4.8 per cent. Despite 25.7 per cent
growth in trade, hotel, transport
services, the sector, with the
highest contribution to GDP, is
still 15.5 per cent below the pre-
pandemic level of the equivalent
quarter in FY20.
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Willexceed 7%
GDPgrowth
inFY23:Govt

The government is confident
thatIndia’sreal gross domestic
product (GDP) growth will
exceed 7 per centin 2022-23
(FY23), Finance Secretary
TVSomanathansaid on
Wednesday. This will make it
the world’s fastest-growing
major economy. Economic
Affairs Secretary Ajay Seth said
GST collections for August are
expected tobe around

.42 trillion. Ly

GDP datamay
hitinvestor
sentiment

The disappointing gross
domestic product (GDP)
numbers, coupled with weak
global cues, are likely to weigh
oninvestors’ sentiment during
Thursday’s trade. India's gross
domestic product (GDP) rose
13.5 per cent year-on-year in the
April-June period. Thoughitis
the fastest annual expansion in
ayear, it waslower thanthe
predictions made by the RBI
and other analysts. 5p
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The labour-intensive construction sector
grew 16.8 per cent but it is barely above the
pre-pandemic level, growing 1.2 per cent.

Madhavi Arora, lead economist, Emkay
Global Financial Services, said. “We main-
tain growth may remain at 7 per cent for the
year, albeit with downside risks. Going
ahead, even as recovery in domestic eco-
nomic activity is yet to be broad-based,
global drags in the form of still elevated
prices, shrinking corporate profitability,
demand-curbing monetary policies and
diminishing global growth prospects weigh
on the growth outlook.”

Nikhil Gupta, chief economist of Motilal
Oswal, said assuming no change in projec-
tions by the RBI for the rest of the year, the
first-quarter data suggested the central
bank’s FY23 growth forecast would be
revised to 6.7 per cent from 7.2 per cent.

The RBI expected 16.2 per cent growth
in Q1, with 6.2, 4.1, and 4 per cent growth in
the subsequent quarters.

Aurodeep Nandi, India economist and
vice-president at Nomura, said even if one
were to discount the low base, this marked
a stellar rise in sequential momentum with
post-pandemic tailwinds lifting GDP growth
in the June quarter.



