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Lower base of FY23 will continue to be a supporting factor

02-September-2023

The output growth of eight core industries (ECI) was steady in 8.01% YoY in Jul-23 as
compared to 8.27% in Jun-23. On a cumulative basis, the core sector has seen a
healthy growth of 6.44% in the Apr-July’'23 period which is significantly higher as
compared to 3.19% in the comparable pre-pandemic period (Apr-July’19) of FY20
(since the next 3 years have seen the Covid disruption and the subsequent
normalization which skews the growth prints).

On sequential basis, however, the seasonality has expectedly come into play and the
ECl index has seen a decline of 2.18% MoM vis-a-vis the average of the 5 years in the
pre-pandemic period (2015-2019) that stands at 1.0% MoM. While the core sector
growth print appears stronger due to the relatively weakness in the previous fiscal, it
has been broad based in the month of July except for the chronic weakness in crude
oil and petroleum products’ output.

Coal and steel have seen steady output YoY growth in July'23 at 15.00% and 13.55%
respectively; further, on a cumulative level, their output has been growing strongly in
the current year at 10.11% and 15.36% respectively over the four month Apr-July
period. Cement production has also been fairly steady in the current year at 7.01%
YoY in July and 11.21% YoY on a cumulative basis, reflecting the increased demand
due to a step up in public investments. Electricity has seen a recovery in the previous
month at 6.93% YoY although for the year to date it has been muted on account of a
milder summer and lower residential demand. Fertilizer output has been tapering to
an extent due to inconsistent rainfall in the current monsoon season with a 3.29%
growth in July-23.

Says Suman Chowdhury, Chief Analytical Officer, Acuité Ratings & Research “The core
sector has witnhessed a healthy pickup particularly since last year due to the step up
in coal production and higher steel as well as cement production driven by the
government push in the infrastructure sector. The data for April-July over the Covid
period from 2019-23 highlights that the average annualized growth in coal, cement,
steel and fertilizers have been healthy at around or over 5%. We believe that such a
tfrend will continue over the medium tferm given the thrust on infrastructure
development and import minimization for key commodities. However, the stagnation
or inconsistent output in oil and gas sector will continue to offset some of these growth
drivers.”




Acuite’

RATNGS B RESFARCH

Annexure

Chart 1: Annual and sequential growth in core sector in Jul-23

Segment-wise Growth: July-23
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Chart 2: Average growth in Core Sector over 4 yrs covering Covid impact
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About Acuité Ratings & Research Limited:

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered
with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings
under BASEL-Il norms in the year 2012. Since then, it has assigned more than 9,700
credit ratings to various securities, debt instruments and bank facilities of entities
spread across the country and across a wide cross section of industries. It has its
Registered and Head Office in Kanjurmarg, Mumbai.
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Disclaimer: This release is sent to you for the sole purpose of dissemination through
your newspaper / magazine / media / website / agency. The release may be used
by you in full or in part without changing the meaning or context thereof but with due
credit to Acuité. However, only Acuité has the sole right of distribution of its releases
through any media. Acuité has taken due care and caution for writing this release.
Information has been obtained by Acuité from sources which it considers reliable.
However, Acuité does not guarantee the accuracy, adequacy or completeness of
information on which this release is based. Acuité is not responsible for any errors or
omissions or for the results obtained from the use of this release. Acuité has no liability
whatsoever to the users / distributors of this release.
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