What is the iD80 Index telling us?
Economic activity expectedly remained muted for the month of May as almost all State Governments
had announced or extended localised lockdown measures to arrest the spread of the virus in the
country. ICICI Bank’s iD80 index reflected the subdued economic activity seen in the month of May with
an index reading of 19 (vs. 15 in April), indicating only 19% of the indicators improved over April, while
others worsened. The reading for May indicates the brunt of the second wave of infections on economic
activity.
A marginal recovery could gather momentum post June on the back of the gradual unlocking of activity,
and the same will likely take time to entrench itself over Q2. While the economic impact of the first wave
was more pronounced due to complete lockdowns, some activity continuance through the second wave
will imply a more muted economic impact. The industrial sector’s performance in the second lockdown
phase (Apr - May 2021) cushioned the overall impact on the economy to an extent, as the measures
taken by the State Governments were less restrictive as compared to the first lockdown phase (Mar Apr 2020). However, uneven recovery will still be the hallmark of 2021, as a muted impetus for the
services sector (affected severely in both the waves) will be evident, alongside a more resilient industrial
sector.
After the level of stress seen over the April-June quarter, more opening up will bring back some pent
up demand over Q2, though more demand recovery is expected only in the second half of the fiscal
year. Risks to this include limited consumption impetus due to recency bias of suffering through a severe
second wave, inflation risks from logistics and fuel components, employment resumption, and general
uncertainty on the outlook. However, a shift in demand to the second half of the year is likely to bring
about a moderate improvement in the growth outlook. The recent uptick in vaccination numbers is
encouraging, and the pace needs to be maintained along with the ebbing of the second wave to provide
comfort on activity and sentiment. The demand and supply side measures announced in the latest fiscal
package will also stave off greater risks over the near to medium term, as recovery takes hold. A boost
to agriculture from the monsoons and a robust trajectory expected for exports, will attenuate downside
risks. We retain our GDP growth projection at 9-9.5% YoY in FY2022.
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All sectors’ index readings were in the contractionary territory for the second consecutive month in
May 2021, amidst the restrictive norms put in place by the State Governments
The Core Sector output remained muted as crude steel production, electricity generation and
cement production moderated, sequentially. However, coal offtake and coal production improved
sequentially in May
The large fiscal stimuluses and higher vaccination coverages in the developed economies are
fuelling the rebound in the economic recovery in these countries. Thus, the demand for Indian
exports remained robust, as evidenced by the sequential improvement seen in exports in May. Even
though muted domestic demand hurt overall imports especially for oil and gold, non-oil non-gold
imports declined only marginally, reflecting the underlying strength for industrial imports
Goods transportation remained weak due to various restrictions put in place for the movement of
freight. Airport cargo and port cargo traffic saw a sequential moderation. However, rail freight traffic
recorded an improvement over April
The Automobile Sector witnessed a sharp moderation in May, as the discretionary spending on
automobiles took a hit owing to the second wave of infections. Production cuts by major
manufacturers and closing of the dealerships due to low footfall amidst the mobility restrictions
weighed on both wholesale and retail sales for May
The Purchasing Managers’ Index (PMI) for both manufacturing and services sectors also saw a sharp
moderation in May compared to April. The services PMI fell into the contractionary territory for the
first time after eight months, and challenges for this sector can be expected to ebb only when
mobility returns meaningfully. Manufacturing PMI remained slightly above the 50-mark in May,
mainly driven by robust export orders as the domestic demand remained subdued. The latest print
on manufacturing PMI looks worrisome, as contraction is evident, but the same could be expected
to recover gradually over July-August, as a gradual demand impetus returns and uncertainty on
operational constraints ebb for manufacturers.

State-wide lockdown restrictions expectedly curbed activity impulses in May








iD80 index for May is showing a reading of 19 (contractionary territory for the second straight month),
indicating that only 19% of the economic indicators improved in May 2021 over Apr 2021, as
compared to an improvement of 15% of indicators seen in Apr 2021 over Mar 2021
All sectors’ indices remained in the contractionary territory for the second consecutive month.
Moreover, the services and consumption based indictors were more severely affected than industry
and investment indicators, reflecting the expected effects of lack of mobility amidst the health crisis
Industrial and investment indicators which saw a further sequential moderation in May as compared
to April included electricity generation & demand, crude steel production, manufacturing PMI and
non-oil non-gold imports; while indicators such as exports, rail freight traffic and coal production &
offtake improved in May compared to the previous month, which aided the index performance
Services and consumption based indicators which moderated further compared to April included
automobile sales, petroleum consumption, airport & rail passenger traffic and services PMI. Elevated
crude oil prices and other global commodity prices also weighed on the services and consumption
indices for the month of May
Going forward, we expect the index to show a modest improvement in June on the back of the
unlocking of the restrictive measures by the State Governments. However, a more durable
improvement can be expected only in a slightly longer time frame, as demand resumption will
probably be shifted to the second half of the fiscal year. The recent uptick in vaccination numbers is
encouraging, and the pace needs to be maintained along with the ebbing of the second wave to
provide comfort on activity and sentiment.

What is ICICI Bank’s Proprietary iD80 Index?
ICICI Bank’s iD80 index, is a breadth/width indicator of the economic activity and captures the strength
of the economy and directional change in momentum. It measures the proportion of economic high
frequency indicators (combination of lead and co-incident data) that have improved or are showing
positive momentum, compared to the previous month. A reading above 50 indicates improving
economic activity, while a reading below 50 indicates contracting activity. While a reading of 51 followed
by a reading of 52, indicates that the economic activity is growing at a faster pace, a reading of 52
followed by 51, will indicate that the economic activity is still growing but at a slower pace, compared
to last month. We use a list of more than 80 high frequency indicators to capture the sequential
movements in growth. We also divide the indicators under industry and services sub-categories and
demand and investment sub-categories to understand the underlying movements as per the GVA and
GDP sub-classifications, respectively.

Lockdown 1.0 (March - April) | Opening-Up (May - August) |
Nomalisation (September onwards) | Lockdown 2.0 (Apr21 – May21)

*May-21 numbers are provisional
Source: CEIC, Bloomberg, ICICI Bank Research
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