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IIP grew at stellar 16.7%, a little below consensus. IP increased 9.6% during Apr-Jan vs 3.3% previous 
year. This growth was driven by Manufacturing, Consumer nondurables and base effect (1.0% in Jan’09). 
Dec IIP numbers were revised up to 17.6% from 16.8% announced earlier. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 

 
                                                                                                                        12 Mar, 2010 

Economy Update 

Manufacturing strong on both yoy and monthly basis: 
• Manufacturing output, with higher weightage in IIP, rose by a strong 17.9% 

yoy. Within manufacturing, as many as 14 out of 17 industry groups 
showed positive growth.  But weakness in food products continued due to 
bad monsoon. Transport equipment and parts (+57.6% yoy), machinery and 
equipment (+45.9%), metal products and parts (+38.6%), Rubber, Plastic 
(+25.4%%) showed major growth (see table in next page) indicating that 
construction, infrastructure and auto sectors are driving growth currently.  

• Mining grew at 14.6% in Jan compared to 10.7% in Dec. Electricity 
increased at 5.6% in Jan vs. 5.4% in Dec. On m/m, both Electricity and 
mining grew at 2.3% and 3.6%.    

 
Capital Goods improved significantly and Consumer Goods weakened: 
• The consumer goods slowed down to 4.2% in Jan from 13.2% in Dec as 

consumer nondurables grew at -3.1% even though consumer durables 
remained strong at 31.6%. Consumer durables growth was supported by 
booming car and white goods sales helped by low financing cost and 
improving outlook. Also expectation of increased cost after budget drove 
car sales in Jan-Feb.  

• Intermediate goods remained robust at 21.3% yoy indicating that overall 
industrial activity will likely remain elevated.  

• Capital goods zoomed to 56.2% yoy on low base, highest since the monthly 
series began nearly 3 decades ago. On month over month basis, it actually 
went down by 1.2%. But overall it seems that growth is now moving from 
consumer sectors to capital goods sector.  

 
Bottom Line:  
• There is no denying the fact that IIP growth was partially helped by low 

base and policy stimulus. But obviously the positive momentum has gained 
traction with growth becoming more broad based. We can expect to see 
such higher double digit growth for some more months on low base.  

• A higher than expected IIP numbers indicates higher contribution of 
industry to GDP and this will offset any decline in agricultural growth.  

• High capital goods growth points to stronger fixed capital formation or a 
sharper recovery in capex cycle. Going forward this should translate into 
higher credit growth.  

• A V-shaped recovery in production may lead to a build-up of underlying 
price pressure. As inflation moves up much higher than RBI’s comfort 
zone, RBI will start tightening faster.  

IIP growth eased a bit vs. Dec but still clocked strong 16.7% yoy 
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The year over year growth of IIP 

 
 

The month over month growth of IIP 

 
 
 

Sectoral growth rates (%, y-o-y) within Manufacturing 
 
• 14 out of 17 industry groups showed positive growth.  
• What lags?: ‘Jute, Veg Fibre Textiles’ declined the most by 91% yoy, followed by ‘Food products’ and 

‘Leather products’.  

 

IIP growth in Jan 
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IIP – in Charts 
Jan IIP was another stellar number at 16.7% 

  
Core sector growth in Jan was high at 9.4% 
Core Sector Growth at 9.4% in Jan’09 
• The Index of six core-infrastructure industries having a combined weight of 26.7% in IIP logged 9.4% growth 

in Jan. Cement and Steel showed significant growth. Crude and refined oil improved. 

     
 

Export has turned around; Incremental credit also improves indicating more domestic activities 
 

 

• Industrial production managed 
to meet consensus estimate. 

• Jan IIP was partially helped by 
low base.   

• On month over month basis IIP 
actually declined by 0.5%.  

• Dec IIP was revised up to 
17.6% from 16.8% announced 
earlier.  
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 Manufacturing, the big boy of IIP, surged 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Consumer durables spikes at 56.2% yoy in Jan, non-durables lag on poor food production 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Capital goods at impressive 56.2% in Jan indicating broad-based growth; intermediate still strong  
 
 
 
 
 
 
 
 
 
 
   
 
 
 

Auto sales continue with robust growth Consumer Goods (%yoy 3 mma) 

Capital Goods (%yoy)        Basic and Intermediate Goods (%yoy 3mma) 

 

Mining and Electricity (%yoy 3 mma)    IIP and Manufacturing (%yoy 3 mma) 
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