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Economic Parameters are finally finding a base

Key Highlights 

• The Industrial Output for the month of June 2019 advanced to 4.3 in July'19 from
2.0 in June'19. This is a 9 month high growth rate

• The improvement of the IIP data has been predominantly on the back of improvement in
the manufacturing segment which showed better growth rate at 4.20. The growth in
mining activity has been better at 4.9%, a 9 month high growth. Electricity generation for
the month of July has stayed moderate at 4.8

• As per the use based classification the capital goods saw a degrowth of 7.1% on the
back of sustained production cuts by many of the automobile manufacturers in the
country.

• Intermediate Goods and Consumer Non-Durables growth improved massively at 13.9
and 8.3 per cent respectively, whereas consumer durables witnessed negative growth
at -2.7  Primary goods along with infrastructure goods saw a mild growth at 3.5 and 2.1
percent respectively.

• 13 out of the 23 manufacturing industries witnessed growth in the current month
compared to 8 in the previous month.

• Manufacturing  of basic metals and food products has witnessed highest growth at
17.3% and 23.4% respectively. Manufacture of paper , furniture and motor vehicles saw
substantial degrowth at 15.4, 10 and 13.3 % respectively.

• Consumer Price Index for the month of August 2019 inched up to 3.21 as opposed
to 3.15 in July'19.

• The marginal uptick in the inflation can be attributed to higher food prices. Food and
beverages saw a 3% growth which is a 14 month high. 

• The food inflation rose with positive uptick movements from Meat&Fish, Vegetables and
pulses at 8.51%, 6.90% and 6.94% respectively.

• Urban inflation rose to 4.49 percent against rural inflation of mere 2.18%. The food
inflation has shown vast difference between the urban and rural parts of the country at
6.42 and 0.91 percent respectively.

• The rise in IIP has partially come on the back of a favourable base impact for the month
of July. High frequency indicators such as capital goods and consumer durables are still
struggling to witness positive growth

• The Consumer Price Index is poised to stay below the RBI's 4% level till the year end
with Fuel and power supporting the cause 

• With the dismal GDP numbers we believe the RBI has room for a 40bps rate cut.We still
factor in a 40bps rate cut by the monetary policy committee before the rate cut cycle
phases out as the growth been partially on the back of a smaller base effect.

The views expressed above accurately reflect the personal views of the authors about the subject companies and its(their) securities. The authors have not 
and will not receive any compensation for providing a specific recommendation or view. Narnolia Financial Advisors Ltd. does and seeks to do business with 
companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the objectivity of 
this report. Investors should consider this report as only a single factor in making their investment decision.
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Exhibit: Sectoral IIP 

When we compare the sectoral  
IIP the growth was primarily led by  
manufacturing activity
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Exhibit: Consumer Price Index

CPI for the month of August rose to 
3.21%.

Exhibit: Core & Headline Inflation
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