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India’s GDP grew 7.6% in Q3, beating market expectations by a wide margin. Manufacturing 

contributed the most while agriculture and services dragged the economy. Erratic weather 

conditions hindered Agri sector’s performance while the robust read through of Services PMI 

did not indicate moderation in services activity. Increased imports are not translating into 

private consumption however it may be catering to the domestic capex activity. Analysis of 

last four general elections indicates that, GDP growth tapers in the year prior to general 

elections while it’s the other way round in the year following the general election. Strength in 

GDP print indicates that the impact of rate hikes is yet to fully reflect in the economy. We 

expect RBI to maintain its hawkish tone but rate action is unwarranted at this stage.  

 Manufacturing leads the show; Private consumption weakens:  Economic growth of 

7.6% exceeded market expectations (7%) by a wide margin in Q2 of FY24, the role of 

adverse base was not significant in this growth. This robust economic performance was 

led by manufacturing and construction activity, while services and agriculture proved to 

be a drag (Ex 1). Moderation in agriculture activity was on expected lines due to erratic 

weather conditions while weakness in services was not anticipated as Services PMI 

continues to be in expansion zone (16). Growth in investments has been robust at 11% 

YoY vs 8% YoY in Q1, aiding GDP growth while consumption weakened to 4.3% YoY vs 

4.9% in Q1. Within consumption, government consumption was strong (12.4% YoY vs -

0.7% YoY in Q1) but the growth in private consumption halved to 3.1% YoY. Adverse 

trade activity due to sharp rise in imports dragged the GDP print in Q2. It is pertinent to 

note that elevated imports did not translate into increased private consumption, but the 

strength in GFCF and government consumption indicates that imports are catering to 

Capex related activities.     

 Economic performance during general election: We analysed last four general elections 

and its impact on domestic economic growth, in the "year prior" and "year of election”. 

Our analysis reveals that quarterly GDP growth tends to taper in the year before election, 

with weakest performance in Q4. On an average, economy grew 6.7% in Q1 of last four 

elections which tapered to 5% handle in Q4, in the year before general elections. Similar 

trend is evident in private consumption (PFCE) and Investments (GFCF) in the economy (Ex 

6, 8, 10). While economic performance tends to be back-ended in the “year of election”, 

this is true for GFCF as well but we observed that private consumption is the weakest in 

Q3 of the election year. (Ex 7, 9, 11).      

 Comfortable Fiscal situation: India’s fiscal situation continued to remain resilient on FYTD 

basis (Apr-Oct’23). Fiscal deficit of INR 8.04tn constitutes 45% of the Budgeted Estimates 

(BE) for FY24, which is sharply lower than the pre-Covid period average (~103%). 

Although gross tax revenue has been robust at INR 18.3tn, constituting 54.6% of FY24BE 

we see less room for an upside surprise. On the expenditure front, the quality of central 

government’s expenditure improved during Apr-Oct’23 period, as share of Capex in total 

expenditure doubled to 20% vs pre-Covid average of 9%. 

 Robust GDP print indicates that transmission of rate hikes is incomplete: With every 

passing quarter it is becoming clearer that the impact of restrictive monetary conditions 

through transmission of cumulative rate hikes (till now) is yet to fully reflect in the 

economy. This also justifies the hawkish tone of central banks and negates the calls for 

rate cuts by certain section of the market. Latest GDP print in US (Jul-Sep) exceeded 

expectations; however private consumption was the main driver unlike in India.  With Q2 

FY24 GDP print, we expect RBI to maintain a hawkish tone and RBI may tinker its growth 

projections higher by ~20bps, but we do not expect any rate action on 8
th
 Dec. We raise 

our growth forecast for FY24 by 20bps to 6.5%. 
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Key Highlights: 

 GDP grew 7.6% in Q2 FY24, exceeding 

market expectations by a wide margin; 

Nominal GDP grew 9.1%. 

 Manufacturing led the show while 

Services and agriculture dragged 

 Strength in Investments aided GDP 

growth while private consumption and 

adverse trade proved to be a drag. 

 RBI unlikely to tinker with policy rates 

however may raise its growth 

projections by ~20bps. 

 We raise our GDP estimates for FY24 

by 20bps to 6.5%. 
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Exhibit 1. Manufacturing contributes the most while Services and Agriculture drag the GDP print 

Contribution to Real GVA (%) Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 

Real GVA 9.3 4.7 3.9 11.9 5.4 4.7 6.5 7.8 7.4 

Agriculture, Forestry and Fishing 0.6 0.4 0.6 0.4 0.3 0.9 0.8 0.5 0.1 

Industry 2.6 0.5 0.8 3.0 (0.2) 0.7 2.1 1.7 3.9 

Mining and Quarrying 0.2 0.1 0.1 0.2 (0.0) 0.1 0.1 0.1 0.2 

Manufacturing 1.3 0.2 0.1 1.2 (0.7) (0.2) 0.9 0.9 2.5 

Electricity, Gas, Water & Other Utilities 0.3 0.1 0.1 0.4 0.1 0.2 0.1 0.1 0.2 

Construction 0.8 0.0 0.5 1.2 0.4 0.7 1.0 0.6 1.0 

Services 6.1 3.8 2.5 8.6 5.3 3.2 3.5 5.6 3.4 

Trade, Hotels, Transport, Comm. & Broadcasting 2.2 1.6 1.0 3.9 2.7 1.8 1.8 1.6 0.8 

Financial, Real Estate & Professional Service 1.9 0.8 0.9 2.2 1.8 1.1 1.4 3.1 1.6 

Public Administration, Defence & Other Services 2.1 1.3 0.6 2.5 0.7 0.3 0.4 1.0 1.0 

Private sector GVA 6.6 3.0 2.6 9.1 4.4 3.6 5.2 6.3 6.3 

Non-Agri GVA 8.7 4.3 3.3 11.6 5.1 3.8 5.6 7.3 7.3 

Source: CEIC, JM Financial 

 

Exhibit 2. Q2 GDP print beats RBI estimates by wide margin 

 
Source: CMIE, RBI, JM Financial 

Exhibit 3. …..beat led by Manufacturing 

 
Source: CEIC, JM Financial 

 
 

Exhibit 4. Consumption weakens in Q2FY24 

 
Source: CEIC, JM Financial 

Exhibit 5. Agriculture likely impacted by erratic weather  

 
Source: CEIC, JM Financial 
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GDP growth “one year prior” and in the “year of Election” 

 

Exhibit 6. Past trends indicate, economic growth tapers in Q4, a year 
before election 

 
Source: CMIE, JM Financial | Note: Average Growth during FY04, 09, 14, 19 

Exhibit 7. …while Q4 is the strongest in the year following the 
election 

 
Source: CMIE, JM Financial | Note: Average growth during FY05, 10, 15, 20 

 

 

Exhibit 8. Investment growth also tapers in Q4 a year before election 

 
Source: CMIE, JM Financial | Note: Average Growth during FY04, 09, 14, 19 

Exhibit 9. …investments pickup significantly in Q4 of the year 
following the election 

 
Source: CMIE, JM Financial | Note: Average growth during FY05, 10, 15, 20 

 

 

Exhibit 10. Consumption tapers on same lines as investments 

 
Source: CMIE, JM Financial | Note: Average Growth during FY04, 09, 14, 19 

Exhibit 11. Unlike GFCF, Q3 is the weakest for PFCE post election  

 
Source: CMIE, JM Financial | Note: Average growth during FY05, 10, 15, 20 
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India’s Comfortable Fiscal situation  

 

Exhibit 12. Fiscal Deficit in cormfortable territory 

 
Source: CEIC, JM Financial 

Exhibit 13. Tax Revenue continues to remain robust  

 
Source: CEIC, JM Financial 

 

 

Exhibit 14. Proportion of Capex doubled since pre-Covid period 

 
Source: JM Financial 

Exhibit 15. Capex push higher in North-eastern states 

 
Source: JM Financial | Note FYTD = Apr-Oct 

 
 

 

Exhibit 16. Strength in Services PMI vs Manufacturing   

 
Source: CMIE, JM Financial 

Exhibit 17. Consistent growth in IIP  

 
Source: CMIE, JM Financial 
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Exhibit 18. Pickup in Investments while consumption weakens, Net-imports drag 

YoY% Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 

Real GDP 9.1 5.2 4.0 13.1 6.2 4.5 6.1 7.8 7.6 

Final Consumption Expenditure 13.9 10.2 5.8 16.5 6.6 1.8 2.7 4.9 4.3 

Private 14.2 10.8 4.7 19.8 8.3 2.2 2.8 6.0 3.1 

Government 11.7 5.8 11.8 1.8 (4.1) (0.6) 2.3 (0.7) 12.4 

Gross Fixed Capital Formation 12.4 1.2 4.9 20.4 9.6 8.0 8.9 8.0 11.0 

Change in Stocks 655.9 618.9 613.8 7.5 (2.6) (0.1) 5.9 3.9 11.6 

Valuables 156.6 44.5 (51.7) 58.7 (19.5) (38.0) (23.4) (21.0) (4.0) 

Exports of Goods and Services 25.1 27.8 22.4 19.6 12.2 11.1 11.9 (7.7) 4.3 

Import of Goods and Services 26.6 19.7 6.7 33.6 23.1 10.7 4.9 10.1 16.7 

Source: CEIC, JM Financial 

 

Exhibit 19. Manufacturing leads the show; Services and Agri Dissapoint 

YoY% Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 

Real GVA 9.3 4.7 3.9 11.9 5.4 4.7 6.5 7.8 7.4 

Agriculture, Forestry and Fishing 4.8 2.3 4.1 2.4 2.5 4.7 5.5 3.5 1.2 

Industry 8.1 1.6 2.3 9.4 (0.5) 2.3 6.3 5.5 13.2 

Mining and Quarrying 10.6 5.4 2.3 9.5 (0.1) 4.1 4.3 5.8 10.0 

Manufacturing 6.6 1.3 0.6 6.1 (3.8) (1.4) 4.5 4.7 13.9 

Electricity, Gas, Water & Other Utilities 10.8 6.0 6.7 14.9 6.0 8.2 6.9 2.9 10.1 

Construction 10.8 0.2 4.9 16.0 5.7 8.3 10.4 7.9 13.3 

Services 11.1 7.6 4.9 16.3 9.4 6.1 6.9 10.3 5.8 

Trade, Hotels, Transport, Comm. & Broadcasting 13.1 9.2 5.0 25.7 15.6 9.6 9.1 9.2 4.3 

Financial, Real Estate & Professional Service 7.0 4.3 4.6 8.5 7.1 5.7 7.1 12.2 6.0 

Public Administration, Defence & Other Services 16.8 10.6 5.2 21.3 5.6 2.0 3.1 7.9 7.6 

Private sector GVA 8.9 4.4 3.7 12.5 5.9 5.3 7.3 8.7 8.4 

Non-Agri GVA 10.0 5.3 3.9 13.7 5.8 4.7 6.7 8.5 8.3 

Source: CEIC, JM Financial 

 

 

Exhibit 20. Revise our GDP growth estimates higher by 20bps to 6.5% for FY24 

YoY%   FY18 FY19 FY20 FY21 FY22 FY23 FY24E 

Real GVA   6.2 5.8 3.9 (4.2) 8.8 7.0 6.0 

Agriculture, Forestry and Fishing 

 

6.6 2.1 6.2 4.1 3.5 4.0 3.0 

Industry 

 

5.9 5.3 (1.4) (0.9) 11.6 4.4 5.5 

Mining and Quarrying 

 

(5.6) (0.8) (3.0) (8.6) 7.1 4.6 4.7 

Manufacturing 

 

7.5 5.4 (3.0) 2.9 11.1 1.3 3.5 

Electricity, Gas, Water & Other Utilities 

 

10.6 7.9 2.3 (4.3) 9.9 9.0 7.0 

Construction 

 

5.2 6.5 1.6 (5.7) 14.8 10.0 9.5 

Services 

 

6.3 7.2 6.4 (8.2) 8.8 9.5 7.2 

Trade, Hotels, Transport, Comm. & Broadcasting 

 

10.3 7.2 6.0 (19.7) 13.8 14.0 7.8 
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8.3 7.5 6.6 (7.6) 9.7 7.2 7.1 

Private sector GVA 

 

5.8 6.3 3.0 (5.3) 9.9 7.6 6.5 

Non-Agri GVA 

 

6.2 6.5 3.6 (5.7) 9.8 7.6 6.6 

Real GDP 

 

6.8 6.5 3.9 (5.8) 9.1 7.2 6.5 

Source: CEIC, JM Financial 
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Rating Meaning 
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Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered 

in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the 

views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report. 

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of 

any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to 

make modifications and alterations to this statement as they may deem fit from time to time. 

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or 

other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional 

Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be 

eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of 

and to observe such restrictions. 

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial 

Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the 

United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of 

1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6"). 

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for 

purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule 

15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are 

not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM 

Financial Institutional Securities or to JM Financial Securities. 

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The 

research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered 

broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing 

requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading 

securities held by a research analyst account. 

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this 

report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In 

the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821, 

New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.   

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the 

Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments 

falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) 

are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside 

the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial 

Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be 

communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or 

relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will 
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Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the 

securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as 

a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an 

exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable 

securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or 

sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or 

similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities 

described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your 

representation that you are  an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as 

such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations.  Under no circumstances is the 
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