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India Econ Flash 
Oct Industrial Production: Festive Demand and Base Effect Boost 
Growth to 11.8% 
Industrial Production Growth — Forecasts and Actual (Percent) 

Event Actual Citi Forecast Consensus Previous Data (Sept) Previous Data(Aug)

Oct Industrial Production 11.8 8.5 10.0 6.8 10.7
*September Production revised upward from 6.4% to 6.8%. Source: CSO, Bloomberg, and Citi  

➤ Industrial production rose 11.8% in October, beating our as well as 
consensus expectations. The recovery was on the back of 6.8%yoy growth seen 
in September 07, and is largely due to festive demand and a low base-effect 
(growth in Oct06 was 4.5%yoy). On a cumulative basis, industrial growth 
during April-Oct was up 9.7% v/s 10.1% last year.  

➤ Highlights: (1) Similar to trends in recent months, production in Oct was 
investment-led; supported by double-digit trends in capital goods (+20.5%)   
(2) Consumer durables posted a pick-up (+9.3%) from the contraction seen in 
the previous month, on the back of festive demand. Growth in consumer non-
durables was also strong (+13.9%). (3) Manufacturing production was up 
13.3%, which can largely be attributed to a low base effect (3.8% in Oct06) 

➤ As regards monetary policy, if dollar inflows remain strong, we expect the 
CRR to continue to be used as a tool to absorb liquidity. While our base case is 
that of policy rates being lowered by 1Q08 (on the back of  slowdown in loan 
growth, benign inflation- even assuming a 10% domestic fuel price hike-and an 
easing in global rates); timing could be delayed if industrial growth continues to 
surprise on the upside in the coming months   

➤ Maintain our 9.3% GDP estimate for FY08:  Looking ahead, due to the lag 
impact of monetary tightening, we are factoring in a deceleration in industrial 
activity from 11% in FY07 to 10% in FY08. But we are maintaining our 9.3% 
GDP estimate given that agriculture could surprise on the upside while services 
remain buoyant. Key risks remain a US recession and domestic politics.   

Trends in Industrial Production (% YoY) 

 

WTS May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Oct-06 Apr-Oct
FY08

Apr-Oct
FY07

Sectoral Classification   

 Mining  10.5 3.8 1.5 3.2 15.4 4.9 3.7 5.9 4.8 3.6
 Manufacturing  79.3 11.3 9.7 8.8 10.5 7.1 13.3 3.8 10.4 11.1
 Electricity  10.2 9.4 6.8 7.5 9.2 4.5 4.2 9.7 7.2 7.1

 General  100 10.6 8.9 8.3 10.7 6.8 11.8 4.5 9.7 10.1
Use-based Classification   

 Basic goods  35.5 10.3 9.2 8.7 12.8 6.5 6.2 10.5 8.9 9.1
 Capital goods  9.7 22.4 23.1 12.3 30.0 20.5 20.5 6.5 20.1 15.7
 Intermediate gds 26.4 8.8 8.6 7.7 13.1 10.4 14.2 5.9 10.5 10.2
 Consumer gds 28.4 8.7 3.6 7.1 0.2 -0.9 12.5 -2.8 6.4 9.3
 Durables 5.1 -0.7 -3.6 -2.7 -5.8 -7.2 9.3 0.2 -1.3 12.7
 Non-durables 23.3 12.1 6.3 10.5 2.6 1.6 13.9 -4.1 9.3 8.1
Source: CSO  

   

KEY DATA REVISIONS for Sept 

Overall IP revised to 6.8% from 
6.4% earlier  

Internal Changes include: 

Mining revised from 6% to 4.9% 

Manufacturing revised from 
6.6% to 7.1% 

Capital goods revised from 
18.6% to 20.5% 

Intermediate goods revised 
from 9.3% to 10.4% 

Consumer non-durables revised 
from 2.2% to 1.6% 
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