Manufacturing Growth Likely to be 12% in Quarter 4 : FICCI Survey

 

Highest Quarterly Growth of the Sector Since Q-4 of 2006-07 

 

Growth of Manufacturing Expected To Be 10% in December 2009 : FICCI Survey

 

Employment Outlook in Manufacturing Remains Weak: FICCI Survey

 

Stimulus Exit in 2010 to hit the Manufacturing Growth in View of Slow Recovery in Exports 

 

 

6 February 2010, New Delhi : Double digit growth registered by Indian manufacturing sector since August 2009 is expected to continue for the Quarter 4 (January-March 2010), according to FICCI Quarterly Survey on Indian Manufacturing sector released today. Based on the responses from 410 manufacturing firms, FICCI survey predicts that the manufacturing sector is likely to grow by 12% in Jan-March 2010 vis-à-vis Jan-March 2009. FICCI said that this would be the highest quarterly growth of Indian manufacturing sector after the growth of 12.5% registered in Q-4 of 2006-07. Over 50% respondents representing eleven major manufacturing sectors reported that they are likely to register over 10% growth in the quarter January-March 2010 vis-à-vis January-March 2009, the survey finds-out. And, around 66% respondents expect their production levels to be higher in January-March 2010 vis-à-vis January-March 2009, as per the FICCI Survey. For the quarter October-December 2009 also FICCI survey predicts the growth of around 11.5% vis-a-vis the same quarter in 2008.

 

The survey had taken into account responses from over 410 manufacturing firms with turnover ranging from Rs. 1 crore to Rs. 48000 crores. These firms represented 11 major manufacturing sectors namely Steel & Alloys, Textiles, Machinery, Automotive, Cement, Tyres, Chemcials, Food Products, Leather & Footwear, Electronics & Consumer Durables & Instruments and Miscellaneous industry. 

 

Sector-wise Production Growth Expectations

in January-March 2010 Vis-à-vis January-March 2009

	High Growth > 10%
	Moderate Growth >4% & < 10%
	Low Growth < 4%

	         Automobile & Parts

         Tyres

         Machinery

         Electronics & Consumer Durables and Instruments

         Miscellaneous
	         Textiles

         Steel & alloys

         Cement
	         Leather & Footwear

         Food Products

         Chemicals & Petro chemicals


 
According to FICCI survey, sectors like automobiles, tyres, machinery, electronics, consumer durables and miscellaneous industry are likely to witness high growth of over 10% in both the Quarters (Oct-Dec 2009 & Jan-March 2010) as compared to similar quarter in previous financial year. Growth in textiles sector is likely to slowdown in Q-4 (Jan-march 2010) vis-à-vis Q-3 (Oct-Dec 2009). Further, FICCI survey noted that growth of steel & alloy sector is expected to be moderate for both Q-3 & Q-4. And, sectors like Chemicals, Petro-chemicals, Food products, Leather & Footwear would witness low growth in both Q-3 & Q-4.

 
FICCI Survey also noted that for December 2009, growth in manufacturing sector is likely to be around 11% with sectors like Automobiles, Cement, Machinery, Tyres, Electronics & Consumer Durables, Textiles and Miscellaneous industry driving the growth. Other sectors like Steel & Alloys, Chemicals, Food Products and Leather & Footwear are expected to witness moderate to low growth during December 2009 vis-à-vis last year. 

 
While the growth may be steady for the manufacturing sector, but employment picture does not seem to have improved significantly vis-à-vis last year, noted FICCI Survey. Manufacturers are cautious about hiring of new workforce as they would like to see the recovery to be more sustainable. Only 28% respondents said that they were planning to hire additional workforce in next 3 months. An overwhelming 68% of the respondents reported that they do not have plans to hire additional workforce in coming few months, FICCI pointed-out.

 
FICCI Survey pointed-out that this double-digit growth is unlikely to be sustained in the event of premature withdrawal of stimulus measures as the recovery in export sector is going to be very slow in 2010. According to FICCI Survey, only 37% respondents in the survey expect their exports to be more in Q3 & Q4 of 2009-10 vis-à-vis last year (Q3 & Q4 of 2008-09). Sectors like Chemicals, Food products, Steel, Machinery, Leather & Footwear and Cement are still reeling under the crisis in export markets and the demand from exports is unlikely to pick-up fast in the near future, FICCI pointed-out. For the Quarter October-December 2009, Cement, Chemicals, Leather & Footwear, Machinery and Food products are likely to register negative growth as per FICCI Survey. For the next quarter i.e. January-March 2010, growth in exports is likely to be low (less than 5%) in sectors like Chemicals, Food, Steel, Tyres and Cement. And sectors like Leather & Footwear, Machinery and Textiles are likely to witness moderate growth (>5% & <15%) for the quarter January-March 2010, FICCI said. 

 
FICCI survey observed that sectors like Cement, Textiles, Machinery, Automotive and Tyre could see capacity addition in the range of 5 to 27% in next six months.

 
Amongst the major demands of Indian manufacturing sector is the earliest implementation of GST which would make the sector competitive, retaining the present levels of CENVAT and excise rates, increased depreciations for automotive sector, extension of interest subvention of 2% beyond March 2010 for at least another nine months, corrections in inverted duty structures and simplification of taxation procedures and laws, FICCI survey pointed-out.
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