Accelerated growthin India’s manufacturmgsector likely to continue: Ficci

Demand comes outto be a limiting factor with
over 40% of respondents highlighting it
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The growth momentuminIndia’s
manufacturingsector accelerated inthe
second quarter of the current financial
year and islikely to continue for the
subsequent quarters of FY24,
notwithstanding the slowdownin
developed nations, the latest quarterly
survey by the Federation of the Indian
Chambers of Commerce and Industry
(Ficci) showed on Monday.

The survey shows 79 per cent of
respondents reported higher production
levelsin the September quarter over the
year-ago period, as against 57 per cent
who reported higher outputin the June
quarter of FY23.

The survey drew responses from over
380 manufacturing units covering both

large and small & medium enterprises
(SMEs)with acombined annual turnover
of overI4.9trillion.

Itassessed the units across ten major
sectors of automotive & auto
components; capital goods; cement;
chemicals, fertilisersand
pharmaceuticals; electronics; machine
tools; metal & metal products; paper
products; textiles and textile machinery.

The average capacity utilisation in
manufacturingwas over 74 per cent in
the September quarter, reflecting
sustained economicactivityinthe
sector. Thisisslightly higher than 73 per
cent capacity utilisation reported for
previous quarters.

“The future investment outlook has
alsoimproved as compared tothe
previous quarter asover 57 per cent of
respondents reported plans for

investments and expansionsinthe
comingsixmonths. Thisisalsoaslight
improvement over the previous survey,”
thesurveynoted. Itsaid thatbased on
responses, electronics & white goods,
cement, automotive and machine tools
havedisplayed strong growth and are

HIGH ON EXPECTATION

clear outperformers, whereas sectors like
capital goods & construction machinery,
chemicals, textiles, metals, paper and
other sectors shown moderate growth.
Demand comes out to be amajor
constraintand limiting factor with over
40 per cent of respondents highlighting
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it, despite performance on the export
frontseemingtobebetterthanin
previous quarters asover 48 per cent of
therespondents reported higher exports
inQ2ascompared to 33 per centin Ql.
The other minor constraints are high
raw material prices, increased cost of

finance, logistics, and other supply chain
disruptions.

“Whetheritisdomesticdemand or
exports, thisremains a major limiting
factor. Further improvement in export
demand isrequired in thelight of the
country's growth aspiration,” the survey
said. Interms of hiring, the outlooklooks
stable with around 38 per cent of the
respondentslookingat hiringadditional
workforce in the next three months,
although 18 per cent of respondents feel
thatthereisstill alack of skilled
workforce availablein their sector.

Meanwhile, the manufacturers faced
some moderation in the cost pressuresin
Q2asthecostof productionasa
percentage of salesin the survey has
risen for 58 per cent of respondents as
compared to77 per cent of respondents
inthe previous quarter.

“Nonetheless, high raw material
pricesand high energy cost are the two
main factors contributingtothe high
production costs,” the survey added.



