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‘COVID A THREAT BUT VACCINE PROSPECTS HAVE BUOYED SENTIMENT’

Economists Upgrade GDP
Forecasts After Qz 5urpr|se

Expectdeclinein FY21
GDP to be less than
double-digit shrinkage
predicted earlier

Gaurav.Noronha
@timesgroup.com

New Delhi: Independent econo-
mists and experts have bumped
up their gross domestic product
(GDP) estimates for the year en-
ding March following lower-
than-expected contractionin the
September quarter. The decline
inFY21 GDPisexpectedtobeless
than the double-digit shrinkage
forecast earlier. Covid is a signi-
ficant threat but vaccine pro-
spects have buoyed sentiment,
they said.

Nomura raised its FY21 growth
estimate to an 8.2% contraction
from a 10.8% decline seen earlier
“to reflect the Q3 (Q2FY21) out-
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turnand faster normalisation so
far in Q4 (Q3FY21),” economists
Sonal Varma and Aurodeep Nan-
disaidinanote.

According to data released by
the National Statistical Officeon
Friday, India’s GDP shrank 7.5%
against a median expectation of
10.2% contractioninan ET poll of
economists conducted a week be-
fore. Nomura cited the quarter-
on-quarter improvement.

“Onaseasonally adjusted basis,
weestimate that GDP rosean im-
pressive ~21.4% Q-0-q, almost re-
versing the -25% fall in Q2
(Q1FY21),” itsaid.

CARE Ratings said it now ex-
pects the country’s GDP to cont-
ract 7.7-7.9% in the ongoing fi-
scal against the -8.2% it had esti-
mated earlier.
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“Therevision is based on the fact
that two sectors which we tho-
ught were going to performnega-
tively, that is manufacturing and
electricity, were actually positi-
ve,” said Madan Sabnavis, chief
economist at CARE Ratings.

CARE also expects a lower cont-
raction of about 2% in the third
quarter followed by positive
growth in the March quarter ba-
sed on Index of Industrial Pro-
duction and corporate profitabi-
lity trends.

ICRA principal economist Adi-
ti Nayarsaid, “Atpresent, itappe-
ars that the GDP contraction in
FY2021 islikely to range between
7-9%, milder than our previous
forecasts (-11%), unlessrising Co-
vid-19 infections force fresh rest-
rictions.”

Brickwork Ratings revised its
FY21 GDP forecast to -7% from
-9.5% to account for the second-
quarter number, which was lo-
wer than the 13.5% contraction it
had estimated, said the firm’s
chief economic adviser, M Go-
vindaRao.

While State Bank of India (SBI)
Researchhasnotfirmed upitses-
timates yet, group chief econo-
mist Soumya Kanti Ghosh said
FY21 GDP contraction will defi-
nitely be in the single digits, a
moderation from the -10.9% it
had projected earlier.

According to an SBI Research
report on Friday, the “most asto-
nishing” number in the official
Q2 print was in manufacturing,
which showed 0.6% growth com-
pared with 39.3% contraction in
the preceding quarter, adding
that the remaining quarters of
thefiscal arelikely to see positive
growth.

Economists also expect the Re-

serve Bank of India (RBI) torevi-
se its estimate of a9.5% contrac-
tion for the current fiscal year at
the monetary policy review this
week. The central bank had pro-
jected second-quarter contrac-
tionat8.6%.

Recently, Moody’s Investor Ser-
viceraised its FY21 GDP forecast
t0-10.6% from-11.5% while invest-
ment bank Goldman Sachs revi-
sed its projection to -10.3% from
-14.8% earlier. Theserevisionsca-
me before the September quarter
numbers were announced.

Against its previous forecast of
8.3% contraction in FY21, HDFC
Bank now sees a 7.5% decline, it
said in a report on Saturday, ad-
ding that a “rise in domestic in-
fection cases and imposition of
lockdown restrictions in various
states could weigh on consumer
demand in the coming months.”

IDFC First Bank chief econo-

mist Indranil Pan said the V-sha-

ped recovery in
L the second quar-
Theprospect ter was mainly
ofacovia-19  due to the lifting
vaccine of lockdown
rollout next restrictions. Ho-
monthhave wever, themargi-
also lifted nal change in its
sentimentas FY21 GDP pro-
thelmpactof  jection to -8.4%
fiscal from -8.7% earli-
stimulus er reflected the
measures caution with
beginto which the bank
trickiedown Views improve-

ments in leading
indicators, Pansaid.

The prospect of a Covid-19 vac-
cine rollout next month have al-
solifted sentiment as the impact
of the government’s fiscal sti-
mulus measures begintotrickle
down into the economy, said Qu-
antEco Research economist Vi-
vek Kumar.

The research firm marked up
its FY21 forecast to -8.3% from
-9.5% earlier.

“Manufacturing is by and large
outof thelockdown mode. Asun-
lock gains further momentum,
service sector activity would
starttocatchup,” Kumar said.



