INDIA ECONOMICS

Q1FY22 GDP

Growth recovers on a low base

India’s economy reported a sharp rebound at 20.1% in Q1FY22 over a low
base of (-) 24.4% last year. Exports and investment demand led the uptick.
Consumption is recovering at a slower pace and likely to do so in the
near-term as well. Construction and manufacturing are the GVA growth
drivers and will continue to do well in the near-term. Contact intensive
trade, hotels category will rebound with a lag. We expect India to grow by

9.7% in FY22 led by government spending, exports and corporate capex.
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GDP growth at 20.1% in Q1FY22: GDP growth bounced back to 20.1% in Q1FY22
from an increase of 1.6% in Q4FY21. This was due to base effect as GDP had fallen
by 24.4% in Q1FY21. The uptick was led by investment demand which reported an
increase of 55.3% over the previous year on the back of equally sharp decline of
46.6% last year. Exports too seem to have done well with an increase of 39.1% over
the previous year. Exports had contracted by 21.8% last year. Private consumption
demand increased by 19.3% after reporting a drop of 26.2% last year. Consumption
is still 12% below its pre-pandemic level (Jun’'19 level) and will recover only when
the economy is fully functional.

Base effect pulls GVA up: GVA rose by 18.8% in Q1FY22 from 3.7% in Q4FY21.
This was supported by a favourable base (-22.4% in Q1FY21). The uptick in Q1 was
led by construction sector which reported an increase of 68.3% from an equally
sharp fall of 49.5% last year. Even manufacturing output recovered by a strong
49.6% in the quarter after falling by 36% last year. Both these sectors are now at
15% and 4% below pre-pandemic levels. Services sector rose by 11.4% in Q1FY22
from 1.5% in Q4FY21 (-21.5% in Q1FY21). While trade, hotels, transport and
communication reported an increase of 34.3%, it is still 30% below its pre-pandemic
level (Jun’19) and will recover with a lag. Financial services and real estate sector
reported an increase of 3.7% compared with a decline of 5% last year. Public
administration and defence too reported a muted growth of 5.8% over a 10.2%
decline seen last year. The second wave seems to have delayed the recovery of
services sector more than manufacturing.

Outlook for FY22: Agriculture sector has been pandemic resilient. Its output is 8%
above pre-pandemic level. A below normal monsoon poses a risk to its growth in
FY22. Manufacturing and construction activity are likely to do well on the back of
exports and government spending. Contact intensive services sector is likely to

recover with a lag. Rising infections in certain states pose a risk to services recovery.

Thus on an overall basis, we expect GDP growth at 9.7% in FY22. The improving
pace of vaccinations, government tax collections, exports and corporate investments
in select sectors are a tailwind for growth.

@2021 Bank of Baroda. All rights reserved
Important disclosures are provided at the end of this report.

Key highlights
= GDP growth at 20.1% in Q1 led by exports and
investments.

= GVA growth at 18.8% in Q1 led by construction
manufacturing and trade, hotels category.

= GDP to grow by 9.7% in FY22 led by exports,
government spending and investments.
Consumption to recover with a lag.
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Fig 1 — Base effect supports GDP growth
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Source: CEIC, Bank of Baroda Research

Fig 2 — Investment demand increases at a faster pace
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Source: CEIC, Bank of Baroda Research

Fig 3 — GVA and its components
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Source: CEIC, Bank of Baroda Research
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Fig 4 — GDP expected to rose by 9.7% in FY22

(% change) FY17 FY18 FY19 FY20 FY21PE FY22E
Agriculture, forestry and fishing 6.8 6.6 2.6 4.3 3.6 3.5
Industry 7.7 5.9 5.3 (1.2) (7.0) 16.5
Mining and quarrying 9.8 (5.6) 0.3 (2.5) (8.5) 9.1
Manufacturing 7.9 7.5 5.3 (2.4) (7.2) 16.4
Electricity, gas, water supply and other utility services 10.0 10.6 8.0 21 1.9 8.1
Construction 5.9 5.2 6.3 1.0 (8.6) 21.6
Services 8.5 6.3 7.2 7.2 (8.4) 8.5
;Iglaa(geea Tgts'l’(s)éggggtpiar?g, communication & services 77 10.3 71 6.4 (18.2) 15.3
Financial, real estate & professional services 8.6 1.8 7.2 7.0 (1.5) 5.7
Public administration and defence 9.3 8.3 7.4 8.2 (4.6) 4.2
GVA at basic prices 8.0 6.2 59 4.1 (6.2) 9.0
GDP 8.3 6.8 6.5 4.0 (7.3) 9.7

Source: CEIC, Bank of Baroda Research | PE: Provisional estimate, E-Bank of Baroda estimate
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Disclaimer

The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. Nothing contained in this
publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Bank of Baroda
and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or reliability of any information contained herein or otherwise provided
and hereby disclaim any liability with regard to the same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or
personal capacity or may have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in
this publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make or render Bank of Baroda Group
liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, directors shall not be liable for any loss, damage, liability
whatsoever for any direct or indirect loss arising from the use or access of any information that may be displayed in this publication from time to time.

Visit us at www.bankofbaroda.com
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For further details about this publication, please contact:

Economics Research Department
Bank of Baroda
chief.economist@bankofbaroda.com
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