2 June 2023

MoTiLAL OSWAL E C @SC @ P E

FINANCIAL SERVICES

The Economy Observer

EAI — Monthly Dashboard: Economic activity resilient in Apr'23
Better growth in the non-farm sector

m  Preliminary estimates indicate India’s economic activity index (EAI) for GVA showed robust growth of 8.9% YoY in Apr’23
v/s 7.5% YoY each in Mar’23/Apr’22. Higher growth was led by industrial activity, which was driven by the manufacturing
sector (though partly offset by second successive decline in power production). The services sector remained resilient, as
it posted double-digit growth for the fourth consecutive month in Apr’23. On the other hand, agriculture growth
remained muted.

m  EAI-GDP also picked up in Apr'23 to 4.3% YoY from 3.1%/9.9% YoY in Mar’23/Apr’'22, led by better growth in
consumption and a lower trade deficit. The surge in auto sales, growth in government spending and an expected
improvement in lIP for the consumer durables sector are likely to have boosted consumption growth in Apr’23. Excluding
fiscal spending (revenue spending excluding interest and subsidies), EAI-GDP grew 4.7% YoY in Apr’23, better than 4%
YoY in Mar’23.

®  Alook at limited available data for May’23 suggests that India’s growth may have weakened in May’23. Although the
manufacturing PMI was at a 31-month high last month, passenger vehicle sales were strong and toll collections were also
good, they were largely offset by a deceleration in power generation, a contraction in CV sales, weak freight traffic
growth and falling water reservoir levels.

m  Overall, after better-than-expected growth in 4QFY23, India's economic growth remained resilient in Apr’'23 as well.
Further, we do not see any substantial deterioration in May’23 too. Accordingly, we will soon upgrade our FY24 real GDP
growth forecast.
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Exhibit 3: EAI-GDP growth picked up to 4.3% YoY in Apr'23...

Exhibit 4: ...led by improvement in consumption
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m  Consumption growth picked up in Apr'23: Total consumption growth
accelerated to 4.6% YoY in Apr'23 v/s 3.1%/8.4% YoY in Mar’23/Apr’'22 (Exhibit
5). The improvement was led by robust auto sales and continued resilience in
personal loan growth. Even fiscal spending growth accelerated to 5.6% YoY v/s a
contraction of 14% YoY in the previous month. On the other hand, rural wages
and petrol consumption remained muted (Exhibit 9 for the heat map).

®  Investment growth remained flat: According to our estimates, investments
grew 6.0% YoY in Apr'23 v/s 5.8% in Mar’23 (Exhibit 6). A continued contraction
in power generation and lower fiscal capex growth dragged down investment
growth in Apr'23. On the other hand, improvement in steel and cement
production, robust industrial credit and better diesel sales supported
investment activity (Exhibit 10 for the heat map). External trade added 0.1pp to
EAI-GDP growth, as real merchandise imports fell faster than real exports on the
back of a fall in commodity prices.

The non-farm sector u
increased 10.1% YoY in
Apr’23, following 8-9%
growth in the past two

months

Sharply higher industrial growth and steady services sector growth lifted EAI-
GVA growth: EAI-GVA details suggest that the acceleration in GVA was primarily
led by the industrial sector, which grew at a three-month high rate of 8.5% YoY in
Apr'23. The services sector, on the other hand, continued to grow in double digits
for the fourth consecutive month. Thus, the non-farm sector increased 10.1% YoY

in Apr’23, following 8-9% growth in the past two months. In industrial activities,
the manufacturing sector grew at the fastest pace in five months. Construction
activity also remained robust. The agriculture sector, however, posted a 45-month
low growth rate of 1.1% YoY in Apr’23, due to a sharp fall in tractor sales, lower
reservoir levels and continued contraction in rural wages growth (Exhibit 11 for

the heat map).

m India’s growth may have weakened in May’23: A look at limited available data
for May’23 suggests that India’s growth may have weakened in May’23.
Although the manufacturing PMI was at a 31-month high last month, passenger
vehicle sales were strong and toll collection was also good, they were largely
offset by deceleration in power generation, a contraction in CV sales, weak
freight traffic growth and falling water reservoir levels (Exhibit 12 for the heat

map).

m  FY24 real GDP growth to be revised upward: Overall, after better-than-
expected growth in 4QFY23, India's economic growth remained resilient in
Apr’'23 as well. Further, we do not see any substantial deterioration in May’23
too. Accordingly, we will soon upgrade our FY24 real GDP growth forecast (of

5.2%).
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Exhibit 5: Consumption growth improved to 4.6% YoY in
Apr’23, led by robust auto sales and personal loans growth

Exhibit 6: Investment growth remained broadly unchanged at
6% in Apr'23
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Exhibit 7: Industrial activity growth jumped up sharply to
8.5% in Apr’23...

Exhibit 8: Services growth continued to stay in double-digits
in Apr'23
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Exhibit 9: Key leading indicators for consumption
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Exhibit 10: Key leading indicators for investments
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Exhibit 11: Key indicators used in the creation of EAI-GVA on a monthly basis
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Exhibit 12: Economic activity may have weakened in May’23
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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Analyst: INH000000412 . AMFI: ARN .: 146822. IRDA Corporate Agent — CA0579. Motilal Oswal Financial Services Ltd. is a distributor of Mutual Funds, PMS, Fixed Deposit,
Insurance, Bond, NCDs and IPO products.

Customer having any query/feedback/ clarification may write to query@motilaloswal.com. In case of grievances for any of the services rendered by Motilal Oswal Financial Services
Limited (MOFSL) write to grievances@motilaloswal.com, for DP to dpgrievances@motilaloswal.com.
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