
Favorable base effect, consumer durables supported 

industrial production growth in February

16 April, 2024



2TRUST    Private and Confidential

Key takeaways

 Industrial production growth increased to 5.7%YY in February from 4.1% in January (revised up from 3.8%),

though slightly lower than market expectations (Bloomberg estimate:6%). The improvement in year-on-year

growth was driven by base effects, even as output fell month-on-month in non-seasonally adjusted terms.

However, data indicated improvement in momentum post seasonal adjustment.

 Compared to the previous month, year-on-year growth was higher across all three major sectors of mining,

manufacturing and electricity. In terms of use-based classification, consumer durables led the way, posting

double-digit growth for the second straight month and driven by improvement in production of motor

vehicles, transport equipment, textiles, and computer and electronic products. Consumer non-durables and

capital goods were laggards, though the decline in output of non-durables was due to contraction in

production of pharmaceuticals amid an improvement in output of food and beverages.

 High frequency indicators indicate continued momentum in domestic economic activity, with real GDP

growth likely to be closer to 8% in FY24. On the global front, there has been an upturn in the manufacturing

cycle in recent months, including in the US and China. While this bodes well for global economic outlook,

economic resilience and an improvement in global manufacturing could translate into higher demand for

and prices of commodities that are already reeling under the pressure due to geopolitical tensions. These

risks could translate into further increases in input costs for the manufacturing sector going forward.

Improvement in industrial production growth in February driven by base effects rather than monthly increase in output
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Improvement in February production growth driven by base effects

 The improvement in year-on-year industrial production

growth in February (5.7%) compared to the previous

month (4.1%) was driven by base effects amid a month-

on-month decline in output in non-seasonally adjusted

terms. However, on a seasonally adjusted basis

(accounting for uneven dates of the festive season),

output growth was flat, while momentum, as measured

by 3-month/3-month annualized rate, improved.

 In terms of sectors, the improvement in momentum

was driven by manufacturing, while in terms of type of

goods, momentum turned positive in case of

intermediate, infrastructure/construction goods, and

consumer durables.

 Within manufacturing, momentum improved across

sub-sectors except for pharmaceuticals, motor

vehicles, and other transport equipment.

Favorable base effect drove higher year-on-year growth Positive output momentum post seasonal adjustment

%YY Weights Dec-23 Jan-24 Feb-24

Industrial production 100.0

Sector-based classification

Mining 14.4

Electricity 8.0

Manufacturing 77.6

Use-based/type of goods

Primary goods 34.0

Capital goods 8.2

Intermediate goods 17.2

Infra. /construction 12.3

Consumer durables 12.8

Consumer non-durables 15.3

Note: Color code is based on %3M3M, SAAR data. 

Red denotes high momentum, blue indicates the opposite.
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Double-digit output growth in consumer durables for second month

Consumer durables posted strong growth in February

Year-to-date output growth higher than in FY23
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 The year-to-date growth (Apr-Feb) in industrial output

stands higher than in the corresponding period in FY23.

 In February, production in all three major sectors grew

at a faster year-on-year pace compared to January.

Year-to-date data indicates higher growth in case of

mining and manufacturing compared to the same period

in FY23. Provisional estimates from respective ministries

indicate electricity generation to increase 7.7%YY in

March and coking coal output to grow 7.6%.

 In terms of use-based classification, consumer durables

posted the strongest growth, improving for the third

consecutive month and driven by higher production

across sub-sectors such as textiles, motor vehicles and

other transport equipment. Manufacturing of

computers and electronic products posted positive

output growth after contracting for 14 straight

months.

 On the other hand, consumer non-durables and capital

goods were laggards, both of which had increased at a

robust pace in February 2023. The decline in consumer

non-durables production in the latest data was due to

a double-digit contraction in pharmaceuticals output,

even as production of food products and beverages

rose. However, the improvement in year-to-date output

of consumer non-durables was mainly driven by

pharmaceuticals output that had contracted in FY23.

 Though capital goods output moderated for the second

consecutive month, year-to-date growth remained strong

despite the high base of FY23. Prospects for both capital

and infrastructure goods remain strong amid

government’s continued thrust on capital expenditure.
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High frequency, survey data indicate continued growth momentum

Manufacturing firms remain optimistic about business

 As per RBI’s latest industrial outlook survey, manufacturing firms remained optimistic regarding

business outlook for Q1, though slightly less than the previous round of survey. Capacity utilization in

Q3-FY24 increased from the previous quarter and stayed above the long term average. Manufacturing

PMI for India surged to a 16-year high at 59.1 in March, buoyed by strong increases in production and

new orders.

 The central government’s continued thrust on capital expenditure is likely to sustain output

momentum in case of infrastructure and capital goods. While spending is projected to have increased

almost 30% (ex-loans to states) in FY24, it is budgeted to grow 16% in FY25.

 In RBI’s March bulletin, research authors noted that their nowcast model was indicating growth to

be 7.2% for Q4-FY24, higher than the imputed growth of 5.9% as per national statistical office’s

second advanced estimate (SAE) for FY24. This suggests a higher probability of growth being closer to

8% in FY24, higher than NSO’s 7.6% SAE estimate.

 On the global front, manufacturing PMI expanded in February, breaching the neutral 50 mark for the

first time since August 2022, and continued to rise in March. Gains were led by China, the US and India

even as the Eurozone continued to be a drag. China manufacturing PMI continued to expand for the fifth

consecutive month in March, with the first quarter GDP growth surprising on the upside.

 In the US, the Atlanta Fed’s nowcast is currently

projecting real GDP growth at 2.8% annualized rate for

Q1. For the entire year, the Fed’s latest dot plot

(March) pegs median real GDP growth at 2.1%, up from

1.4% in its December projections.

 Noting the resilience in the global economy, the

IMF, in its latest World Economic Outlook update

(April), upgraded global growth forecast by 0.1pp to

3.2% for 2024, same as for 2023 but higher than its

earlier estimates. In addition to geopolitical tensions,

economic resilience is starting to reflect in demand for

and prices of commodities, more recently, in case of

industrial metals. This could have further spillovers to

input costs for manufacturing and economies’

disinflation process.
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