India GDP FY2021 Advance Estimate: The Year of the Virus


GDP contraction for FY2021 has been pegged at 7.7% YoY by the Government’s
Advance Estimates. Subsequent revisions cannot be ruled out



By these estimates, growth is expected to record a negligible contraction in the
second half of this fiscal, with narrowing contraction impulses in all segments
buttressed by significant Government support to growth



GDP growth is likely to improve to ~9.5% YoY (with an upward bias) in FY2022.
The Union Budget will be the next major event parsed for measures to
accelerate the growth momentum

The Government advance estimates have pegged the contraction in real Gross Domestic
Product (GDP) at 7.7% YoY for FY2021. Significant loss of steam in consumption, investment
and exports will weigh on headline growth for this year, while Government spending is
expected to support the same, without which contraction would have been 1.7 percentage
points more. Gross Value Added (GVA) is also expected to contract, albeit by a smaller 7.2%
YoY in FY2021. Barring agriculture and electricity & utilities, every other sector is expected to
detract from headline value addition for the year as a whole. Interestingly, the forecasts peg
industry to clock a steeper contraction than services over the year, despite the magnificent
pickup seen in industrial performance over July-September 2020.
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While the overall print is not a surprise, given the stresses seen during the pandemic, the pace
of recovery budgeted for the second half of the fiscal seems to be somewhat modest, given the
current traction seen in most indicators. While GDP is expected to clock a minor 0.1% YoY
contraction in October 2020 - March 2021, GVA is expected to see a negligible growth of 0.3%
YoY. The NSO has specified that restrictions imposed due to the pandemic have affected data
collection procedures across-the-board, and thus the projected values may sharply differ from
actual values, leading to probable sharp revisions at a later date.
Key highlights of GDP:
 Core GVA growth (non-agriculture non-government spending growth) is expected to clock a
contraction of 10.1% YoY in FY2021. Major support to growth this year stems from
agriculture, without which GVA contraction would be a steep 9.1% YoY.
 Agriculture growth is expected at a moderate 3.4% YoY in FY2021 on the heels of a 4% YoY
growth seen last fiscal. Though moderate, this is a stellar performance when compared to the
significant contraction seen in other areas of the economy. The kharif harvest was healthy,
while rabi sowing is ~3% higher till date on an annual basis this year.
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 Industry is expected to contract by 9.6% YoY, following a 0.9% YoY growth in FY2020. The
key sectors of manufacturing and construction are expected to display a significant recovery
in H2 FY2021 as compared to H1, which is also visible. After a lackluster Q1, increased
impetus in Q2 came from pent-up demand surfacing, while Q3 saw robust festive demand,
which spurred production. The improvement is also validated by the movement seen in high
frequency data reflecting in our proprietary UFI index averaging close to pre-COVID levels in
Q3 FY2021, and a healthy earnings performance of India Inc. on the back of some rise in
demand, and significant cost savings.
o Manufacturing GVA is expected to improve to +0.5% YoY in H2 from -19% YoY in H1.
Manufacturing IIP returned to a positive print in October after eight months, as festive
demand buttressed production, especially of consumer durables. Momentum in exports
has been somewhat uneven, given a global re-emergence of infections over OctoberNovember, but the latest number for December (~USD 27 bn) has been healthy.
Manufacturing PMI reading over November-December have been promising (~56.4).
o

Construction is expected to show a robust recovery to +4.4% YoY in H2 from -30% YoY
in H1. Since September, output of steel and cement have improved considerably, as
shown in the core industries indices. The infrastructure and construction goods category
in IIP has shown a stellar performance in November, and more importantly, has slowly
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but sustainably improved over this fiscal. Credit growth to construction has moderated since the highs seen in AugustSeptember, when the return of migrants accelerated stalled work, but the pace of activity is likely to continue.


Services sector is expected to display a contraction of 8.8% YoY for the ongoing fiscal. This segment will expectedly
show a much more muted recovery momentum, as this sector took significant pain from the COVID onslaught.
Accordingly, even H2 FY2021 is expected to see a mild contraction for services (-1.1% YoY).
o The trade, hotels, transport and communication segment has been the most beleaguered segment of services
this year, with much of the activity shelved. This segment of services remains challenged, but may have come
out of the worst phase, as evidenced by continuous pickup in freight, cargo and passenger traffic over OctoberDecember 2020. It is expected to still face a double-digit contraction in H2, albeit at a slower pace.
o The financial, real estate and professional services segment is expected to show a huge recovery to +7% YoY in
H2 from -7% YoY in H1. Anecdotally, there was a surge in apartment sales over Q3 FY2021, after a modest
improvement over Q2, which has led to hopes of a recovery in the real estate sector taking off sooner than
expected. First-time home buyers and resale flat buyers are now lured by a buyer-centric market, which is also
attracting renewed interest of NRIs. In the financial segment, both non-food credit and aggregate deposit growth
have recently accelerated in December.
o Government spending is expected to make a comeback in H2 after a contraction seen over H1. Despite revenue
challenges, expenditure has been stepped up in November, and higher expenditure commitments like the
vaccination drive (from January) will remain, as will capex targets.
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*H2 is derived from the 1st advance estimates of the NSO
Source: NSO, ICICI Bank Research


On the expenditure side, private consumption is expected contract only marginally in H2 as compared to a large
contraction seen in H1. Consumption fillip returned slowly over 2020 on the back of pent up demand and lockdown
relaxations. Production of consumer durables under IIP was exceptionally robust (17.6% YoY in October), and the
demand momentum has continued, as is visible in retail sales of automobiles and other data.



Gross fixed capital formation, or the impulse to invest, is expected to show a negligible contraction over H2, in line
with the improvement already seen in Q2. The focus of the Government in this segment has been considerable, and
a sustainable return in demand may stimulate private sector plans in the coming quarters as well. There is anecdotal
news of private capex in cement, aluminium and realty sectors taking off at a nascent stage. While too early to
comment on a trend, this pickup in spending plans by Indian companies has come after a considerable period of
time, and the green shoots bode well.
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Net exports are expected to contribute positively to headline GDP, as the contraction in imports will be much higher
than that seen for exports over FY2021. Recent numbers have shown industrial and infrastructure imports slowly
resuming pace as recovery is underway, which is a positive.
GDP growth
FY2020
(PE)

GDP (% YoY)
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Change in Stocks
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GDP
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FY2021
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5.3
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-2.8
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13.5
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4.2
3.3
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-3.9
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-15.7
-17.3

-0.6
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-18.0
-5.8
-11.3
-0.1
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*H2 is derived from the 1st advance estimates of the NSO
PFCE: Private final consumption expenditure, GFCE: Government final consumption expenditure, GFCF: Gross fixed capital formation
Source: NSO, ICICI Bank Research
High frequency data for Q3 indicate an improving economic scenario, and could well overshoot the modest estimate
pegged by today’s numbers. As mentioned above, traction has been seen in indicators such as rail freight traffic,
commercial vehicle sales, manufacturing and services PMI, petroleum consumption, domestic passenger traffic,
electricity consumption, among others.
We expect GDP growth to recover to at least ~9.5% YoY (with a possible upward bias) in FY2022. While
a low base will obviously aid the next fiscal’s print, on-ground recovery is also visible in different sectors
at varied speeds. The upcoming Union Budget will be parsed for fresh stimulus from the Government
targeted towards areas of stress created or worsened by the pandemic.

Manufacturing and construction took significant pain
from the pandemic this year

The high contact segments of services have weighed on the
headline momentum
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Disclaimer
This document is issued solely by ICICI Bank Limited (‘’ICICI Bank’) Any information in this email should not be construed
as an offer, invitation, solicitation, solution or advice of any kind to buy or sell any securities, financial products or services
offered by ICICI Bank) or any other entity, unless specifically stated so. The contents of this document do not take into account
your personal circumstances. Before entering into any transaction, you should take steps to ensure that you understand the
transaction and have made an independent assessment of the appropriateness of the transaction in light of your own objectives
and circumstances, including the possible risks and benefits of entering into such transaction and should seek your own financial,
business, legal, tax and other advice regarding the appropriateness of investing in any securities. ICICI Bank (including its
branches, affiliates of ICICI Bank) do not provide any financial advice, and is not your fiduciary or agent, in relation to the
securities or any proposed transaction with you unless otherwise expressly agreed by us in writing.
The information, opinions and material in this document (i) are derived from sources that ICICI Bank believes to be reliable but
the reliability or accuracy of which have not been independently verified (ii) are given as part of ICICI Bank’s internal research
activity and not as manager of or adviser in relation to any assets or investments and no consideration has been given to the
particular needs of any recipient; and (iii) may contain forward looking statements, which may be materially affected by various
risk, uncertainties and other factors. The opinions contained in such material constitute the judgment of ICICI Bank in relation to
the matters which are the subject of such material as at the date of its publication, all of which are expressed without any
responsibility on ICICI Bank’s part and are subject to change without notice. ICICI Bank has no duty to update this document,
the opinions, factual or analytical data contained herein. ICICI Bank and/or its affiliates makes 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. The recipient of the information should take necessary steps as they deem necessary prior to placing
reliance upon it. 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 or financial products/ instruments of any entity.
This document is intended solely for customers of ICICI Bank and may contain proprietary, confidential or legally privileged
information. No part of this report may be copied, disseminated or redistributed by any recipient for any purpose without ICICI
Bank’s prior written consent. If the reader of this message is not the intended recipient and has received this transmission in error,
please immediately notify ICICI Bank, Economic Research Group, E-mail: erg@icicibank.com or by telephone at +91-22-26537233 and delete this message from your system.
Please also note that ICICI Bank (including its branches, and affiliates) is unable to exercise control or ensure or guarantee the
integrity of/over the contents of the information contained in e-mail transmissions and / or attachments and that any views
expressed in this e-mail and / or attachments are not endorsed by/binding on ICICI Bank. Before opening any attachments please
check them for viruses and defects and please note that ICICI Bank accepts no liability or responsibility for any damage caused
by any virus that may be transmitted by this email and/ or attachments thereto.
DISCLAIMER FOR DUBAI INTERNATIONAL FINANCIAL CENTRE (“DIFC”) CLIENTS:
This marketing material is distributed by ICICI Bank Limited., Dubai International Financial Centre (DIFC) Branch, a category 1
Authorized Firm and regulated by the Dubai Financial Services Authority. This marketing material is intended to be issued,
distributed and/or offered to a limited number of investors who qualify as ‘Professional Clients’ pursuant to Rule 2.3.3 of the
DFSA Conduct of Business Rulebook, or where applicable a Market Counterparty only, and should not be referred to or relied
upon by Retail Clients and must not be relied upon by any person other than the original recipients and/or reproduced or used for
any other purpose.
DISCLOSURE FOR RESIDENTS IN THE UNITED ARAB EMIRATES (“UAE”):
Investors should note that any products mentioned in this document, any offering material related thereto and any interests therein
have not been approved or licensed by the UAE Central Bank or by any other relevant licensing authority in the UAE, and they
do not constitute a public offer of products in the UAE in accordance with the Commercial Companies Law, Federal Law No. 8
of 1984 (as amended) or otherwise.
DISCLOSURE FOR RESIDENTS IN HONGKONG
This document has been issued by ICICI Bank Limited in the conduct of its Hong Kong regulated business (i.e. type 1 license)
for the information of its institutional and professional investor (as defined by Securities and Future Ordinance (Chapter 571 of
Laws of Hong Kong) (the “SFO”)) customers; it is not intended for and should not be distributed to retail or individual investors
in Hong Kong. Any person who is not a relevant person should not act or rely on this document or any of its contents. This
document has not been reviewed, authorized or approved by any regulatory authority.
ICICI Bank and/or its affiliates are full service financial institutions engaged in various activities which may include securities
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trading, commercial and investment banking, financial advice, investment management, principal investment, hedging, financing
and brokerage activities. As a result, you should be aware that a conflict of interest may exist. In accordance with the regulatory
requirements and its own conflicts of interest policies, ICICI Bank has in place arrangements, internal policies and procedures to
manage conflicts of interest that arise between itself and its clients and between its different clients. Where it does not consider
that the arrangements under its conflicts of interest policies are sufficient to manage a particular conflict, it will inform you of the
nature of the conflict so that you can decide how to proceed.
DISCLOSURE FOR RESIDENTS IN SINGAPORE
ICICI Bank Limited, India (“ICICI India”) is incorporated under the laws of India and is regulated by the Reserve Bank of
India. ICICI Bank Limited, Singapore branch (“ICICI”) is regulated by the Monetary Authority of Singapore.
As mentioned, ICICI India is regulated by the Reserve Bank of India. Hence, in relation to your dealing with ICICI India, you
understand that your interest will be subject to protection of local laws and regulations in India, which may offer different or
diminished protection than available under Singapore laws and regulations. You also understand that the Monetary Authority of
Singapore will be unable to compel the enforcement of the rules of the local regulators.
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