
ITP GROWS 6.3%INAPRIL-JULYVERSUS4%AYEARAGO

Investments spur industrial
activity as demand falters
SHUBHAM RANA
New Delhi, August 30 7

INDUSTRIALACTIVITYINIndia
isreviving in the currentfinan-

cial year despite global and
geopolitical challenges,withthe
Index of Industrial Production
(ITP) growth averaging 6.3%in
the first four months of FY27,
higher than 4% in the same
period lastyear.At current pace,
IIP growthis likely to be the
highest since FY24.

However, a deeper dive
shows that this recovery in
industrial performance in
increasinglyled byinvestments
and not consumption,which is
likely to face more risks from
deficient rainfall and El Nino,

economists said.
IIP growth slowed down to

6.7%in July from a 27-month
highof8.8%in June. Manufac-
turing and electricity growth
remained resilient in July

despitea slowdownfromprevi-
ous month, while mining out-
put contracted compared to a
yearago.

“In our view, the July data
point toan economypoweredby
oneengineratherthantwo:capex
is doing the pulling,while mass
consumptionstayssubdued.The
variable to watch from here is
crude,andhowgeopoliticaldevel-
opmentsfeed through to prices
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and, in turn, to demand,” said
Shashwat Singh, an analyst at
Bajaj Broking.

Within manufacturing,
whichgrew7.3%inJuly,growth
was ledbycapital-intensive sub-
sectors such aselectrical equip-
ment, motor vehicles, other
transport equipment, and
machineryand equipment.

“The item-level detail sup-
ports this reading —
switchgearand circuit-protec-

   
M The rebound is

increasingly
investment-led, with
capital goods output

jumping 16.1% in July

and 15.4% in April-July

B Manufacturing grew
7.3%,led byelectrical

equipment, machinery

and othercapital-

intensive segments

tionapparatus,UPS and solid-
state drives,auto components,

passenger and commercial
vehicles, construction
machinery,pumps of all types
and turbines.To our mind, this
is an investment- and infra-

structure-facing mix rather
than a household-demand

one, and Capital Goods at
15.4%for April-July rein-
forcesit,” Singh said.

Interms ofuse-based classi-

fication,five ofthe sixcategories
registered year-on-year growth
barring consumer non-
durables, where output con-
tracted.

Capital goods grew 16.1%
in July, the highest among the
use-based categories, thanks
to higher capital expenditure
by government and the pri-
vate sector, economists said.
Infrastructure sector also
reported strong growth at
6.9% while intermediate
goods grew 10%.

“The July numbers show a
widening gap in household
spending.Consumer durables,
the big-ticket items such as
vehicles and appliances, grew
10.5%, while everyday goods
such as food andtoiletriesfell
19%,” said Rajeev Sharan, head

of research at Brickwork Rat-
ings. “This suggests discre-
tionary and credit-linked pur-
chases remain strong, while
everyday items, more closely
tied to rural incomes and real
wages, remain weak. Headline
IIP at 6.7%therefore over-
statesthe breadth ofthe recov-
ery,’ Sharan said.

Consumer durables output
has grown 8.7%in April-July,
continuing to be driven by
reductioninGoodsand Services
Tax in September last year on

large items such asvehicles.
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