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Q2FY24 GDP growth at 7.6%: Positive surprise led by manufacturing and investment

India’s second quarter real GDP growth for FY24 came in at a strong 7.6%, much ahead of the Consensus estimate
of 6.8% and RBI’s estimate of 6.5%. This translates into a 7.7% growth in the first half—higher than the average
growth of 6.9% for the same period in the previous 17 years. A robust expansion in investments, aided by
frontloaded capex by the Government, coupled with strong Government consumption—growing at a 10-quarter
high of 12.4% YoY, more than made up for weak private consumption and wider trade deficit. By economic activity,
Gross Value Added (GVA) growth for Q2FY24 also accelerated to 7.4%, led by strong expansion in Manufacturing
and Construction sectors, even as Agriculture and Services sector growth moderated. Industry—comprising 31%
of the GVA—contributed to more than 50% to the YoY GVA growth, with the Manufacturing sector alone
contributing to one-third. Meanwhile, the share of Agri sector in GVA fell to the series-low of 11.4% in Q2 FY24.
Nominal GDP growth at 8.7% in H1 FY24, however, was much lower than an average growth of 13.4% for this
period in the previous 17 years, reflecting the impact of negative wholesale inflation this year.

The strong expansion in the manufacturing and investment activity in the quarter gone by is reflected in robust
corporate earnings, strong capex push by the Government, and revival in real estate demand. Further, increasing
capacity utilisation and healthy balance sheets of corporates and banks provide a conducive environment for a
steady recovery in private capex. Urban consumption has remained resilient, as reflected in robust passenger
vehicle sales, and non-oil imports. A 110bps higher GDP growth in Q2 takes the RBI’s full-year forecast to 6.7%
ceteris paribus. Key downside risks to the growth outlook include persistent weakness in rural demand, slowing
global growth and lagged impact of past rate hikes.

e Q2FY24 GDP growth at 7.6% surprised positively...: Maintaining the growth

momentum, India’s real GDP growth stood at 7.6% YoY in Q2FY24, beating the
consensus estimate of 6.8% and RBI’s estimate of 6.5% by a wide margin. This
momentum was primarily led by a robust growth in Government consumption and
capital expenditure, as also reflected in the state of Government finances in the
first half (Capex up 43% YoY in H1FY24), as well as robust household expenditure
as evident in the revival in real estate demand. Private consumption, on the other
hand, slowed down, partly attributed to weak rural demand in the light of an uneven
monsoon. Nominal GDP growth, however, remained low at 9.1%YoY in Q2—a
modest increase from a 10-quarter low of 8.0% in the previous quarter, owing to
weak deflator due to negative wholesale prices.

...led by a significant uptick in investments and Government consumption:
Government Final Consumption Expenditure (GFCE) grew at a robust 10-quarter
high of 12.4% YoY in Q2, albeit off a low base (-4.1% YoY in Q2FY24), thanks to a
strong 21% YoY growth in the Centre’s revenue expenditure in the September
quarter. Gross Fixed Capital Formation (GFCF)—a barometer of investments in the
economy—registered a strong growth of 11.0% YoY (+5.1% QoQ) in the quarter
gone by, significantly beating consensus expectations (RBI's SPF: +7.6%),
primarily led by front-loaded capital spending by the Centre (+26.4%YoY in
Q2FY24 and +43% in H1). In nominal terms, investment (GFCF) to GDP ratio at
31.7% in Q2 was the highest in last 35 quarters. Private Final Consumption
Expenditure (PFCE) growth, on the other hand, softened to 3.1% YoY in Q2 (+6.0%
YoY in Q1FY24), and declined 8.5% QoQ, owing to moderation in rural demand due
to weak monsoon. This is reflected in muted two-wheelers sales (-1.6% YoY in Q2)
and weak revenues reported by the FMCG companies in the quarter. On the
external front, while exports picked up by 4.3% YoY after a muted June quarter,
imports have shown a major uptick by 16.7% YoY in Q2FY24, indicting resilient

GDP growth in Q2FY24
came inat 7.6% YoY vs.
7.8% in Q1 and 6.2% in
Q2FY23m, beating
market/RBI expectations
by 80/110bps.

GDP growth was led by
robust expansion in
investments and
government revenue
expenditure, making up for
moderating PFCE and
trade.




D NSE Macro Review

December 1, 2023, | Vol. 5, Issue 10

urban demand conditions. As a result, net imports surged to an all-time high of
Rs2.9trn in the September quarter.

e Manufacturing and Construction drove GVA growth to 7.4%: The real GVA
growth also came in at a strong 7.4% YoY in Q2FY24 as against 7.8% in the

previous quarter and 5.4% in Q2 FY23. This was primarily led by a broad-based Boost in Manufacturing
double-digit acceleration in Industry output, offsetting slowdown in Services and (13.9%) propelled GVA
Agriculture. The Industry GVA grew by 13.2% YoY, primarily driven by growthto 7.4%YoY in
Manufacturing at 13.9% YoY (favourable base and easing input costs) and Q2FY24, offsetting

slowdown in agriculture

Construction at 13.2% YoY (frontloaded Government capex and strong real estate .
and services.

demand). Within Manufacturing, pharma products, basic metals, fabricated metal
products, electrical equipment, and motor-vehicles supported the growth implied
by sub-components of IIP: Manufacturing, while export-focused segments such as
wearing apparels, and electronic products remained weak. Agriculture sector
faltered, recording a mere 1.2% YoY growth—the lowest in 18 quarters, reflecting
the impact of an uneven and erratic monsoon on farm output and incomes. Services
sector growth also moderated to 5.8% from 10.3% in the previous quarter and
9.4% in Q2 FY23, thanks to slowdown in Trade, Hotels, Transport &
Communication and Financial, Real estate and Business Services.

e RBI’'s GDP growth for FY24 gets a 20bps boost: With a 7.7% GDP growth in H1,
India remains one of the fastest growing large economies in the world. The
manufacturing-led upside in GDP growth in Q2 is reflected in strong corporate
performance during the quarter and is likely to continue to support growth in the
near-term in the light of expected margin tailwinds and robust Government
expenditure. Consumption, on the other hand, may face headwinds from
persistence of weak rural demand and lagged impact of past rate hikes, partly
offset by strong festive demand. This, along with slowing global demand, may
weigh on growth momentum in the second half. Nevertheless, the upside in GDP
growth in Q2 (+110bps higher than RBI’s estimate) provides a 20bps boost to RBI’s
full year estimate of 6.5%, ceteris paribus.

Figure 1: India quarterly GDP growth trend
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Table 1: Quarterly GDP growth trend (2011-12=100) (%YoY)

I
i i 1
Gross Domestic Product (GDP) 21.6 9.1 5.2 4.0 13.1 6.2 4.5 6.1 7.8 : 7.6 :
1
Private Consumption (PFCE) 17.6 14.2 10.8 4.7 19.8 8.3 2.2 2.8 6.0 : 3.1 :
1
Government Consumption (GFCE) -2.1 11.7 5.8 11.8 1.8 -4.1 -0.6 2.3 -0.7 : 12.4 :
1
Gross Capital Formation (GCF) 67.0 21.4 5.1 3.0 20.8 6.5 5.2 7.8 7.1 : 9.9 :
1
Gross Fixed Capital Formation (GFCF) 61.0 12.4 1.2 4.9 20.4 9.6 8.0 8.9 8.0: 11.0 |
1
Exports 46.1 25.1 27.8 22.4 19.6 12.2 111 11.9 -7.7 : 4.3 :
Imports 44.8 26.6 19.7 6.7 33.6 231 10.7 4.9 10.1: 16.7 :
1
Gross Value Added (GVA) 20.2 9.3 4.7 3.9 11.9 5.4 4.7 6.5 7.8 : 7.4 :
1
Agriculture 34 4.8 23 4.1 2.4 2.5 4.7 5.5 3.5 : 1.2 :
1
Industry 49.1 8.1 1.6 2.3 9.4 -0.5 23 6.3 5.5: 13.2 :
Mining and Quarrying 12.2 10.6 5.4 2.3 9.5 -0.1 4.1 4.3 5.8: 10.0 :
1
Manufacturing 51.5 6.6 1.3 0.6 6.1 -3.8 -1.4 4.5 4.7: 13.9 :
1
Electricity 16.3 10.8 6.0 6.7 14.9 6.0 8.2 6.9 2.9: 10.1 :
Construction 77.0 10.8 0.2 4.9 16.0 5.7 8.3 10.4 7.9 : 13.3 i
Services 12.5 11.1 7.6 4.9 16.3 9.4 6.1 6.9 10.3 : 5.8 :
1
Trade, Hotels, Trans., Storage, Comm. 414 13.1 9.2 5.0 25.7 15.6 9.6 9.1 9.2 : 4.3 :
1
Fin. Svcs, Real Estate & Business Svcs. 2.8 7.0 4.3 4.6 8.5 7.1 5.7 7.1 12.2 : 6.0 :
Public Admin., Defence & Other Svcs. 6.5 16.8 10.6 5.2 21.3 5.6 2.0 3.1 7.9 : 7.6 :
Source: CSO, NSE EPR. H— =l
Figure 2: Quarterly GDP growth by expenditure (%YoY)
B = Private consumption (PFCE) Government consumption (GFCE)
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Figure 3: India GDP sector share of growth (%)
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Figure 4: Gross value added (GVA) across sectors
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Figure 5: India GVA sector share of growth (%)
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Figure 6: Quarterly trend of nominal vs. real GDP and GVA growth
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Figure 7: Annual real GDP growth trend
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Source: CSO, CMIE Economic Outlook, NSE EPR. SAE = Second Advance Estimate; PE = Provisional Estimate; RBIe = RBI Estimate.
Table 2: Annual real GDP growth trend (% YoY)
FY19 FY20 FY21 FY22 FY23 H1FY24
Gross Domestic Product (GDP) 6.5 3.9 -5.8 9.1 7.2 7.7
Private Consumption (PFCE) 7.1 5.2 -5.2 11.2 7.5 4.5
Government Consumption (GFCE) 6.7 3.9 -0.9 6.6 0.1 5.1
Gross Capital Formation (GCF) 11.0 -2.6 -7.9 17.9 9.6 8.6
Gross Fixed Capital Formation (GFCF) 11.2 1.1 -7.3 14.6 11.4 9.5
Exports of goods & services 11.9 -3.4 -9.1 29.3 13.6 -1.7
Imports of goods & services 8.8 -0.8 -13.7 21.8 17.1 13.5
Gross Value Added (GVA) 5.8 3.9 -4.2 8.8 7.0 7.6
Agriculture 21 6.2 4.1 3.5 4.0 24
Industry 5.3 -1.4 -0.9 11.6 4.4 9.3
Mining and Quarrying -0.8 -3.0 -8.6 7.1 4.6 7.6
Manufacturing 5.4 -3.0 -2.9 11.1 1.3 9.3
Electricity 7.9 2.3 -4.3 9.9 9.0 6.4
Construction 6.5 1.6 -5.7 14.8 10.0 10.5
Services 7.2 6.4 -8.2 8.8 9.5 8.0
Trade, Hotels, Transport, Storage, Comm. 7.2 6.0 -19.7 13.8 14.0 6.6
Fin. Svcs, Real Estate & Business Svcs. 7.0 6.8 2.1 4.7 7.2 9.0
Public Administration, Defence & Other Svcs. 7.5 6.6 -7.6 9.7 7.2 7.7

Source: CSO, NSE EPR.
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Disclaimer

This report is intended solely for information purposes. This report is under no circumstances intended to be used or
considered as financial or investment advice, a recommendation or an offer to sell, or a solicitation of any offer to buy any
securities or other form of financial asset. The Report has been prepared on best effort basis, relying upon information
obtained from various sources, but we do not guarantee the completeness, accuracy, timeliness or projections of future
conditions provided herein from the use of the said information. In no event, NSE, or any of its officers, directors,
employees, affiliates or other agents are responsible for any loss or damage arising out of this report. All investments are
subject to risk, which should be considered prior to making any investment decisions. Consult your personal investment
advisers before making an investment decision.
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