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PMI indices reflect steady growth in Q1

July 5, 2024

In June 2024, India's manufacturing activity regained strength, with the PMI rising to
58.3 from May's 57.5. Stronger demand and increased orders, particularly in consumer
goods, drove this growth. Despite rising input costs, manufacturers successfully raised
prices, boosting their margins. Simultaneously, the Services PMI climbed slightly to 60.5
in June from 60.2 in May-24, indicating steady domestic and export demand. Overall,
the Composite Output Index rebounded to 60.9 in June from 60.5 in May. An uptickin
both manufacturing and services PMI reflect steady growth momentum in the first
quarter of FY25.

Manufacturing Sector

India's Manufacturing PMI rose to 58.3 from May's three-month low of 57.5, signalling
a notable enhancement in new business conditions. This was driven by strong
demand fundamentals, rising new order intake, augmented export volumes, effective
advertising strategies and greater client inquiries, all of which significantly bolstered
growth.

Despite a drop in business sentiment to a three-month low, it remained resilient and
surpassed the long-term average. In June, manufacturers in India saw substantial
growth in sales, driven primarily by consumer goods, although there were also
significant rises in infermediate and investment goods categories. Higher volumes
have led to job growth, the fastest in over 19 years, contfinuing a fourth consecutive
month of expansion.

On the pricing front, input costs remained high in June. Although the pace of cost
increases slowed slightly compared to May, prices charged to customers saw their
sharpest rise in two years. Staff expenses intensified during the month, compounded
by higher costs of materials and transportation, contributing to an overall increase in
operating expenses. Manufacturers managed to pass on these higher costs to
customers due to robust demand, thereby improving margins.

Looking ahead, the overall outlook for India's manufacturing sector remains positive
backed by a promising investment outlook, further supported by sturdy government
capital expenditures and healthy corporate and banking sector balance sheets. This
has set a conducive stage for a revival in private capital expenditures, although
sustained investment recovery hinges on broader improvements in private
consumption.
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Service Sector

In June, India's Services PMI climbed to 60.5 from May's 60.2, indicating a strong
expansion in output. This growth outpaced May's performance and exceeded the
long-term average. The acceleration in India's dominant services sector last month
was driven by strong demand in both domestic and export orders. New business, a
pivotal indicator of demand, has consistently remained above the breakeven point
since August 2021 and expanded more rapidly in June. This is promising for Indiq,
especially given its seventh-place global ranking in services exports, as per RBI.

India Services PMI has seen nearly three years of consistent growth (above the 50-
point mark). Despite concerns over market uncertainty and higher operating costs,
service providers-maintained confidence in their business outlook for the coming yearr,
albeit with moderated optimism compared to previous months. Additional hiring
conftributed to increased labour costs for firms. Fewer than 5% of services companies
chose to pass on increased costs to clients by raising selling prices in June, resulting in
only moderate inflation. This increase was the slowest since February.

Composite PMI - The Composite Output Index increased to 60.9 in June, in line with
the preliminary estimate and up from May's 60.5, indicating a broad-based expansion
driven by both the service and manufacturing sector.

Says Suman Chowdhury, Chief Economist and Head - Research “India PMI indices
confinue to throw up robust figures as compared that of the other comparable
economies, highlighting the current strength in both the manufacturing and the
services sector. Apart from the consistently large public investments, a revival and
resilience in the export markets is also helping to keep the indices at high percentiles.
It is also encouraging to hear about a pickup in hiring from the survey which can
support the improvement in consumption demand in the current year. On the back
of a higher than expected 8.2% GDP growth in FY24, the economy is poised to deliver
a growth of 6.8% in FY25 as per our forecasts.”
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Chart 1: PMI indices remain steady
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Table 1: PMI Indices Heatmap: Jun’23 to Jun'24

| PMIMig |  PMiSves | PMIComp

Jun-23 578 L 585
Jul-23 577 628 6l
AUg-23 58.6 60.1 60.9
Sep-23
Oct-23
Nov-23
Dec-23
Jan-24
Feb-24
Mar-24
Apr-24
May-24 57.5 60.2 60.5
Jun-24 58.3 60.5 60.9
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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 9,900 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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