India can’t top China’s
past 8-10% growth,
says Morgan Stanley
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INDIAIS UNLIKELY to achieve the 8-
10% economic growth rates that
China pulled off over the long term,
Morgan Stanley’s chief Asia econo-
mist said, even: though the invest-

mentbanktemains optimisticabout -

New Delhi’s prospects.

India’s economy will likely grow
steadilyat 6.5-7% overthelongterm,
Chetan Ahya said in interview on
Mondaywith Bloomberg Television’s
Haslinda Amin.

Indiaisalsofar fromreplacingits
bigger rival as a global manufactur-
ing hub, he added. China’s growth
averaged 10% a year in the three
decadesafterits economicreformsin
1978, official figures show. .

Economic progress in India is
being hamstrung by alack of infra-
structure,andalowskilled workforce,
Ahya said. “Both these constraints
makeusbelievethatIndia’sgrowthis
going to be strong, but at 6.5-7%
rather than 8-10%,” he said.

Even so,Morgan Stanley remains
upbeat about India’s prospects, and
said inarecentreportthat the current
expansionresembles that of the mid-
2000s boom, fueled by rising invest-
ment. India “will have its rightful
place,”and early signs of the econ-
omy’s rise are visible in the increase
- Incapitalflowsand the gainin India’s
shareofglobal FDI, he said.“But tosay
that India will replace China or com-
pete very heavily with China in the
manufacturingsector,we thinkthat’s
less likely;” he said.

“China is far more advanced” in

manufacturing and getting into
new industries such as renewable,
space, and legacy semiconductors,
Ahya said. “India is going to take

time to get to that type of competi-
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' MORGAN STANLEY RAISED

'its Brent oil price forecasts by
$10 perbarrelto $90for Q3 of
2024, citing tighter supply. -
and demand balances on
OPEC+ commitment and
Russia’s oil production cur-
tailments after recent drone -
attacks on its refineries. Mor-
gan Stanleylowered its supply
forecast for OPEC and Russia
by 0.2-0.3 million barrelper
day (bpd) for 2Q/3Q as it sees
a modest deficit in Q2,’
increasingtoalargerdeficitin
Q3.The bankalsohiked its Q1
Brent outlook to $85from
$82.5, Q2 forecast to $87.5
from $82.5 and $85 vs $80
for Q4. — REUTERS
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tiveness,”he said.

India posted a growth rate-of
8.4% in the final three months of
2023, although -ecoriomists have
ralsed questions about the strength
of the data. Government officials -
have said the economy will likely
grow 7% in FY25; after an expected
expansion of 7.6% this firancialyear.

Ahya said strong growth may

influence the timing of the Reserve

Bank of India’s interest rate cuts this
year. While Morgan Stanley’s base
case is still for a“shallow rate cut
cycle”beginningin June, surprises in
growth could lead to a “possibility
that the RBI either delay the rate cut
orprobablynottakeitupatall”.

— BLOOMBERG



