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Employment scenario, however, remains a concern
04-May-2023

The fiscal year has begun on an encouraging note for the economy with an upturnin
S&P PMI indices on manufacturing and services sectors published by S&P Global. PMI
Manufacturing index rose to a four month high of 57.2 in Apr-23 from 56.4 in Mar-23
and significantly higher than the 54.7 recorded in Apr-22. Importantly, the PMI Services
index has reached an all time high of 62.0 vis-a-vis 57.8 in Mar-23 and 57.9 in Apr-22.
This also led the PMI Composite index to climb to a record high of 61.6 in Apr-23.

The latest PMI Manufacturing report for April-23 highlights that the operating
environment for Indian manufacturing sector has become relatively more favourable
with the rise in factory orders and production rose “at the strongest rates in calendar
2023 so far”, with companies ramping up input purchases to replenish stocks after the
year end. Interestingly, more than one-quarter (26%) of all survey participants reported
higher production volumes, citing sustained expansions in sales. The manufacturers
also benefited from relatively mild price pressures, better international sales and
improving supply-chain conditions. Despite the surge in purchasing activity, suppliers
were able to deliver inputs in a fimely manner during April. Although marginal, there
was an upturnin employment in the manufacturing sector compared with a fractional
reduction in March. Indian manufacturers exhibited confidence that production
volumes would be higherin 12 months’ time, amid demand resilience, client enquiries,
orders pending approval and marketing efforts; the overall level of positive sentiment
rose since March.

What is noteworthy is the spurt in the PMI Services index in Apr-23 to a record high
beyond sixty. S&P Global says that “Service sector growth in India quickened
substantially in April, with demand strength promoting the fastest increases in new
business and output in close to 13 years.” Among the four monitored sub-sectors, the
strongest increase in output was seen in Finance & Insurance. The survey participants
highlighted an intensification of price pressures, with input costs and output charges
rising at faster rates that exceeded their respective long-run averages. New export
confracts expanded for the third month in succession and the pick-up in demand
occurred in spite of escalating price pressures. The combination of rising input costs
and demand resilience enabled the sector to raise their biling rates in April.
Nevertheless, such optimism has not had any significant impact on job creation. The
report says, “Despite the substantial pick-up in sales growth and improved business
sentiment, the increase in employment seen in April was negligible and failed to gain
meaningful tfraction.”
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Given the rise in both indices, the PMI Composite index also tfouched a new high of
61.6 in Apr-23. The data indicates a substantial increase in output across the Indian
private sector but hiring remained mild.

Says Suman Chowdhury, Chief Economist and Head-Research, Acvuité Ratings &
Research “PMI indices raise hopes that domestic consumption will confinue to witness
a healthy growth in H1FY24 with moderation of inflationary pressures. The services
sector remains particularly buoyant with strong demand in travel and hospitality
segment during the summer vacation. Nevertheless, the impact of increased interest
rates and global uncertainties on domestic investment activity is likely to be visible.
While the surveys indicate continuing business optimism, it's not yet reflected in a
meaningful pickup in hiring be it manufacturing or services. The monsoon and its effect
on agriculture sector is clearly an additional risk factor as of now. Our base forecast
of India’s GDP growth in FY24 continues to be at 6.0%, with some downside risk.”

Chart 1: PMI Services reflects a buoyancy in the services sector while PMI Mfg shows
steady uptick
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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 9,500
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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