For more information, please contact:
Bornali Bhandari at +91-11-23452630, bbhandari@ncaer.org
Shilpi Tripathi at +91-11-23452605, stripathi@ncaer.org
Sudesh Bala at +91-11-2345-2722, sbala@ncaer.org

PRESS RELEASE
NCAER predicts GDP will grow at 7.6 percent in 2016-17
NCAER’S Quarterly Review of the Economy
July 2016
Key Highlights

NCAER’s annual model for GDP market prices at constant (2011–12) prices
forecasts a GDP growth rate of 7.6% for 2016-17.
The Gross Value Added (GVA) at Basic Prices at constant (2011-12) prices is
predicted to grow at 7.2% in 2016-17. Real Agriculture GVA is forecasted to grow at
4.1%, real Industry GVA at 7.1% and real Services GVA at 7.9% in 2016-17. Growth in
exports and imports, in dollar terms, is projected at 2.5% and (-) 8.0%, respectively,
while Wholesale Price Index (WPI) inflation is projected at 2.8% for 2016-17. The
current account balance and fiscal deficit as percentage of GDP are projected at (-)
0.7% and 3.1%, respectively, for 2016-17.
In the agriculture sector, a redeeming feature of 2015-16 was that despite
deficiency in monsoon rainfall the overall output of food grains did not fall though
output of commercial crops did suffer. During 2016-17 the South-west monsoon was
deficient in June 2016 but in July 2016 there was a significant recovery though it still
continues to remain spatially uneven as a quarter of the 36 sub-districts in India are
still suffering from deficiency in rainfall. Though outlook for the second half of the
monsoon season remains positive, which probably would dampen the price rise in
2016-17, which otherwise have witnessed a significant jump in the first quarter of
this financial year.
On the industrial sector front, the Index of Industrial Production (IIP) numbers
show weak growth for the first two months of the current fiscal. For April-May,
2016-17, it grew at -0.1 per cent on a year-on-year (y-o-y) basis, mainly driven down
by slow and uneven growth in manufacturing (-1.5%). Capital goods suffered double-

digit fall in the first two months of the current fiscal indicating weak investment
activity in the economy (-18.9%) on a y-0-y basis. Consumer durables growth
continues to exhibit strong growth (8.9% on a y-o-y basis). The index of eight core
industries grew by 5.4% in 2016-17:Q1 versus 2.5% in 2015-16:Q1.
The lead indicators of the services sector suggest an uncertain outlook for the first
quarter of the current fiscal. Tourist arrivals grew by 7.4% on a y-o-y basis during
2016-17:Q1, versus 3.7% in 2015-16:Q1. Bank Credit to the Commercial Sector
stagnated at 8.8% and 8.9% in 2015-16:Q1 and 2016-17:Q1 respectively. However, yo-y growth of aggregate deposits slowed down to 9.1% in 2016-17:Q1 versus 10.6% in
2015-16:Q1. Other lead indicators also showed mixed y-o-y growth patterns except
domestic aviation passenger traffic (20.4%) and production of commercial vehicles
(17.3%). Both showed double digit growth in 2016-17:Q1
The performance of the external sector in the first quarter has been relatively weak
but it shows signs of improvements. The first quarter (Q1: April-June) of 2016-17
has posted a decline of 2.1% (y-o-y) in merchandise exports to US$ 65.3 billion.
Imports declined by 14.5% (y-o-y) to US$ 84.5 billion. The slowdown in imports was
mainly due to reduction in oil imports that reduced by 23.6% (y-o-y) in 2016-17:Q1.
Non-oil imports declined by 11.5% (y-o-y) in 2016-17:Q1. Service exports and
imports also showed signs of improvement. After growing negatively on a y-o-y basis
from November 2015, exports grew at 13.4% and imports at 25.4% in May 2016.
The BSE Sensex moved up by more than 1500 points in Q1, from 25,343 on March
31, 2016 to 27,000 on June 30, 2016. However, the y-o-y percentage rate of growth
continues to be negative in 2016-17:Q1 (-4.1%).
On the prices front, y-o-y WPI inflation further edged upwards, turning positive
(1.1%) in 2016-17:Q1. CPI inflation (y-o-y) also turned marginally upwards (5.7%).
This is mainly due to the jump in food inflation. WPI Food Articles inflation (y-o-y)
increased from 4.8% in 2015-16:Q1 to 6.9% in 2016-17:Q1. Consumer Food Price
Index showed y-o-y increase of 7.2% in 2016-17:Q1, from 5.8% in 2015-16:Q4. Food
inflation was mainly driven by double-digit inflation of pulses (32.3%) and vegetables
(10.9%). Within vegetables, it was potatoes that was the driving force, rising by
55.5% in 2016-17:Q1 versus -6.7% in 2015-16:Q1. Core-WPI (y-o-y) inflation rate,
however remained at sub-zero level in 2016-17:Q1 but shows increasing trend from
September 2015. Core CPI (y-o-y) inflation rate fluctuated around 4.6 between the
period April 2015 to June 2016.
On the fiscal front, the deficit touched 61% of the budget estimate in 2016-17:Q1,
as against 51.2% in 2015-16:Q1.

About the Quarterly Review of the Economy
The Quarterly Review has been designed to meet the needs of policy makers,
corporates and others interested in tracking the latest developments in the Indian
economy. It provides an analysis of current policies and tracks developments in both
the domestic as well as the global economies. The growth forecasts of NCAER are
objective and are widely quoted and referred to in both the Indian as well as the
international media. An integral part of the Quarterly Review is the State of Economy

Seminars, organised quarterly at NCAER, which bring together policy makers,
industry leaders and researchers at one forum.
About NCAER
NCAER, the National Council of Applied Economic Research, is India’s oldest and
largest independent economic think-tank, set up in 1956 at the behest of Prime
Minister Jawaharlal Nehru to inform policy choices for both the public and private
sectors. Over nearly six decades, NCAER has served the nation well with its rich
offering of applied policy research, unique data sets, evaluations, and policy inputs to
central and state governments, corporate India, the media, and informed citizens. It
is one of the few independent think-tanks world-wide that combine rigorous
economic analysis and policy outreach with data collection capabilities, particularly
for large-scale household surveys. NCAER is currently led by its Director-General, Dr
Shekhar Shah, and governed by an independent Governing Body, chaired by Mr
Nandan M. Nilekani.
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