RBI report sees signs of
economic recovery in Q3

Cites strong festival season, rural demand pickup; FPI flows positive
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ndia’s gross domestic
product (GDP) growth,
which plunged to 5.4
per cent in the July-
September quarter, is mak-
ing a comeback in the
October-December period,
according to high-frequency
indicators cited in the
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(HFIs) for the third quarter of
2024-25 indicate that the Indian
economy is recovering from the
slowdown in momentum witnessed
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Global headwinds

poserisks to growth
outlook: RBI Bulletin

“Supported by record-level food-
grain production, rural demand, in
particular, is gaining momentum.
Sustained government spending on
infrastructure is expected to further
stimulate economic activity and
investment,” it said.

GDP growth is estimated at 6.8
per cent in Q3 and 6.5 per cent in
Q4 of the current financial year. The
RBI, in the December review of
monetary policy, lowered the FY24
growth projection to 6.8 per cent
from 7.2 per cent.

Global headwinds, however,
pose risks to the evolving outlook
for growth and inflation, the report
noted.

“The time to act is now to exco-
riate inflation and revive investment
strongly, especially as the usual
winter easing of food prices is set-
ting in and the prospects of private
consumption and exports acceler-
ating are getting brighter,” it said.
Additionally, the prospects for agri-
culture and, hence, rural consump-
tion are “certainly looking up” with
a large part of the kharif harvest
likely to be reflected in the GDP esti-
mates for the third quarter.

Based on the economic activity
index, which indicates a pick-up in
momentum in November on a sea-
sonally adjusted basis, the nowcast
for Q3 GDP growth in 2024-25 is
placed at 6.8 per cent.

“High-frequency indicators sug-
gest that aggregate demand con-
tinued to expand in
October/November 2024. E-way
bills increased by 16.3 per cent (year-
on-year) in volume terms in
November. Toll collections recorded
double-digit growth in November
2024, both in value and volume
terms,” the report said.

Noting that headline inflation
grew at a slower pace in November
(5.5 per cent) compared to October
(6.2 per cent), the report said high-
frequency food price data for
December (as of December 19)
showed a fall in rice prices, though
wheat and atta prices continued to

added.

rise. “Edible oil prices, too, con-
tinued exhibiting upside pressures.
Pulses prices, however, registered a
broad-based decline. Among key
vegetables, onion and tomato prices
fell, while potato prices remained
range-bound,” it said.

The report also noted that for-
eign portfolio flows to domestic debt
instruments turned positive in
December 2024 after outflows in
October and November.

Net FPI outflows stood at $2.4
billion in November 2024, with net
equity outflows of $2.7 billion and
net debt inflows of $0.3 billion.

“However, FPI flows turned pos-
itive during December (as of
December 18) with net inflows of
$3.6 billion,” the report said.

Within sectors, oil, gas, and con-
sumable fuels, and automobile and
auto components recorded the
highest equity outflows, while infor-
mation technology and financial
services received the largest inflows
during November.

“Rising global economic and
financial uncertainties during
November resulted in equity out-
flows from other EMEs as well,” it




