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SHREYANANDI
NewDelhi, 12October

Industrialoutputnotonlygrew
at a faster clip at 11.9 per cent
inAugust,comparedto11.5per
cent a month ago, it also rose
3.9 per cent, compared to pre-
pandemic levels, revealed the
data released by the Ministry
of Statistics and Programme
Implementation on Tuesday.

However, double-digit
growth in industrial produc-
tioncanbeattributedlargelyto
the impact of a low base.
Factory output in volume
terms — measured by the
Index of Industrial Production
(IIP) - contracted 7.1 per cent in
August last year due todisrup-
tion caused by the Covid-19
pandemic.

CumulativegrowthinApril-
August (2021-22) was 28.6 per
cent, compared to a contrac-
tion of 25 per cent in the same
periodayearago.“Asexpected,
the IIP expansion recorded
mild improvement to 11.9 per

cent in August, from 11.5 per
cent in July, drivenby thepos-
itive impact of a subdued rain-
fall on mining and electricity,
evenasmanufacturinggrowth
moderated,” said Aditi Nayar,
chief economist, ICRA.

Manufacturing sector out-
put, which accounts for more
than 77 per cent of the entire
index, grew 9.7 per cent year-
on-year (YoY) in August, com-
paredtoacontractionof7.6per
cent last year. On a sequential

basis, it contractedmoderately
at 0.5 per cent.

Growthinelectricitygener-
ation stood at 16 per cent YoY
inAugust, compared to 1.8 per
centcontractionayearago,but
witnessed 2.2 per cent growth
sequentially. Mining activity,
which accounts for over 14 per
cent of the entire index, grew
23.6 per centYoY, compared to
a contraction of 8.7 per cent,
but witnessed degrowth of 0.8
per cent sequentially.

“Encouragingly, theIIProse3.9
per cent in August, relative to
the pre-pandemic levels of
August 2019, led by all cate-
gories, except consumer
durables, highlighting the
enduring impact of the pan-
demic on big-ticket demand,”
addedNayar.

Consumer durables output
witnessed 8per cent growth in
August,comparedtoacontrac-
tion of 10.2 per cent during the
same period last year. Cons-

umernon-durablesoutputwit-
nesseddegrowthof5.2percent
in August, compared to a con-
traction of 3 per cent last year.
Capital goods output—reflec-
tiveoftheprivate-sector invest-
ment scenario—grew 19.9 per
cent,comparedto14.4percent
contraction last year.

Nayar, however, warned
thatwithexcess rainfall affect-
ing mining, electricity, and
constructionactivities,andthe
non-availability of semicon-
ductors impinging upon auto-
mobile (auto) output, IIP
growth may dip sharply to 3-5
per cent in September.

“Subsequently, a healthy
goods and services tax e-way
bill generation for early
October suggests inventory
build-up ahead of the festival
season.Thisaugurswell for the
IIPprint for thecurrentmonth,
even as continued constraints
intheautosectorandtheloom-
ing concerns on availability of
coal and power pose risks,”
she added.

IMFretains India’s9.5%
FY22growthprojection
INDIVJALDHASMANA
NewDelhi, 12October

The International Monetary
Fund (IMF) has retained its
projectionforIndia’seconomic
growthinthecurrent financial
year at 9.5 per cent, even as it
hasmoderatelyscaleddownits
forecast fortheworldeconomy
during 2021 by 10 basis points
to 5.9 per cent in viewofwors-
ening Covid dynamics and
supplydisruptions.

In its update on World
EconomicOutlook (WEO), the
IMF has maintained India's
gross domestic product (GDP)
estimates for next financial
yearat8.5percent,unchanged
from its Julyprojections.

The WEO, titled ‘Recovery
During a Pandemic Health
Concerns,SupplyDisruptions,
and Price Pressures’, has fore-
castworldeconomicgrowthat
4.9 per cent for 2022, the same
as earlier.

Meanwhile, theIMFhascut
its China GDP growth projec-
tions for 2021 and 2022 by 10
basispointseach–toeightand
5.6per cent, respectively.With
this, Indiawillagainget thetag
of the fastest-growing large
economy in theworld, both in
FY22 and FY23. In 2020,
China’s was the only major
economy that had registered
growth.While ithadgrown2.3
per cent last year, India's had
contractedby 7.3 per cent.

The Fund has also project-
ed India’s consumer price
index-based inflation rate to
decline to 5.6 per cent during

thecurrent financialyear from
6.2 per cent last year. For the
next financial year, it has fore-
casta furtherdeclineto4.9per
cent,1.4percentagepoints low-
er than the earlier
projectionof 6.3per
cent.

Earlier, two oth-
erbodies–themon-
etary policy com-
mittee (MPC) of the
Reserve Bank of
India and Standard
and Poor's (S&P) –
had retained India's growth
projections for FY22 at 9.5 per
cent. In its policy review last
week, the MPC had also
reducedits retail inflationpro-
jection for FY22 to 5.3 per cent
fromitsearlierpredictionof5.7
per cent. Also last week, the
World Bank had kept its pro-
jection for India’s economic
growth in 2021-22 at 8.3 per
cent. However, Fitch Ratings
had lowered its projection to
8.7 per cent from its earlier

forecast of 10 per cent in view
of the impact of the second
Covid-19 wave in the country.

OutsideofChinaandIndia,
emerginganddevelopingAsia

hasbeendowngrad-
ed slightly, as the
pandemic has
picked up, the IMF
has said.

TheIMFhasalso
saidthatthecurrent
account balance of
Indiawill slip into a
deficit of one per

centofGDPthis financialyear,
as against a surplus of 0.9 per
cent last year. The deficit will
further widen to 1.4 per cent
next financial year.

On global economic
growth, the IMF has said the
downward revision for 2021
reflects a downgrade for
advancedeconomies—inpart
due to supply disruptions —
andforlow-incomedeveloping
countries, largely due towors-
eningpandemicdynamics.

September retail inflation falls
to 4.35%, lowest in 5 months
INDIVJALDHASMANA
New Delhi, 12 October

The Consumer Price Index (CPI)-
based inflation rate fell toa five-
month low of 4.35 per cent in

September, from 5.59 per cent in the
previous month, as food prices rose at
a significantly lower pace of 0.68 per
cent,comparedto3.11percentover this
period, revealed theofficialdataby the
National Statistical Office on Tuesday.

This justified the accommodative
stance of the Reserve Bank of India's
monetary policy committee (MPC).

Apartof the fall in inflationratecan
alsobeexplainedbytherise in thebase
effect to 7.27 per cent in September
2020, from6.69percent in theprevious
month.

However, the inflation rate in fuels
rose to 13.63 per cent in September,
from 12.94 per cent in the previous
month.

Within food items, vegetable prices
fell at a much faster rate of 22.47 per
cent in September, compared to 11.68
per cent in the previousmonth.

CARE Ratings in a note cautioned

thatvegetablepriceshavestartedmov-
ing up sharply of late, which are not
getting covered here due to the base
effect.

Oilsandfatssawinflationraterising
to 34.19 per cent, from 33 per cent in
this period.

Also,pricesofhouseholdgoodsand
services,which includeeducation,per-
sonal care and effects, recreation and
amusement,health, andtransportand
communication, rosemarginallyat5.92
per cent, against 7.78 per cent during
this period.

CARE Ratings said the high infla-

tionofhouseholdgoodsmaybeafactor
whenfestivaldemandrevives,especial-
lyOctober throughDecember.

Withinhouseholdservices,pent-up
demand led to inflation rate in recre-
ationandamusement rising to 7.58per
cent, from6.48 per cent.

Core inflation,whichtakesout food
and fuel prices, remained elevated at
5.8 per cent in September.

In its policy review last week, the
MPCwent forastatusquoinpolicyrate
and maintained its accommodative
stance. It reduced its projections for
retail price inflation rate to 5.3 per cent

for 2021-22 (FY22), from its earlier pre-
dictionof5.7percent.Theinflationrate
for the firsthalfof theyear stoodat5.33
per cent, which means it should fall a
bit more if the RBI projections are to
cometrue.TheMPCcorrectlyprojected
the rate at 5.1 per cent in the second
quarterofFY22. It stoodat5.08percent
in the quarter.

Going forward, the MPC projected
therate to fall to4.5percent inthethird
quarter and then rise to 5.8 per cent in
the fourth quarter of the year.

However, global commodityprices,
including those of petroleum, could
spoil theparty.Monetarypolicyhas lit-
tle effect on global commodity prices.

RahulBajoria,chief Indiaeconomist
at Barclays, said, "Overall, we expect
elevated global commodity prices to
continue to exert upward pressure on
India’s import basket, which, in turn,
will gradually spill over into CPI infla-
tion in themonths to come."

Rajani Sinha, chief economist at
Knight Frank India, said high core and
fuel inflation remain a cause for con-
cern. "With global economic growth
gainingmomentum,therecouldbefur-
ther upward pressure on commodity
prices and the central bank would be
waryof that.However, there isunlikely
to be any change in policy rates in the
current year,” she said.

N MACRO INDICATORS SHOW SIGNS OF RECOVERY N

IIPgoespastpre-CovidlevelsinAugust

Noticeableslidewas
orchestratedbyafall
inpricesofvegetables

RBIbarsSrei Infraauditor
Haribhakti&Cofor2years

ANUPROY
Mumbai, 12October

The Reserve Bank of India
(RBI) on Tuesday debarred
audit firm Haribhakti & Co
from undertaking audit
assignments in any of the
banking and non-banking
financial companies (NBFC)
for two years starting April 1,
2022, forfailingtocomplywith
its direction.

Haribhaktiwastheauditor
of SREI Infrastructure Fina-
nce, a listed firm, for 2019-20.
The RBI superseded the
boards of SIFL and Srei Equ-
ipment Finance on October 4
overgovernanceconcernsand
payment defaults. “This
action has been taken on
account of the failure on the
part of the audit firm to com-
ply with a specific direction
issuedbytheRBIwithrespect
to its statutory audit of a sys-
temically important non-
banking financial company,”
aRBI statement said.

The audit firm, which is
alsoaregularauditorof impor-
tantbanks,hasbeendebarred
under section 45MAA of the
ReserveBankof IndiaAct.

The Finance Act 2019,

enactedafterthefiascorelated
to IL&FS, gave theRBI sweep-
ing powers over NBFCs. The
amendmentgavepowertothe
RBI to remove directors, sup-
ersede the board, take action
against auditors, and frame
schemesof arrangement.

Specifically, for auditorsof
NBFCs, the Section 45MAA
says where an auditor fails to
comply with any direction or
order issuedby theRBIunder
section 45MA, the central
bankmayremoveordebarthe
auditor fromexercisingduties
as auditor fromanyRBI-regu-
lated entities, for amaximum
periodof threeyearsata time,
accordingtolegal firmShardul
AmarchandMangaldas.

This is the first time that
anyauditorhasbeenimplicat-
ed under section 45MAA.
Section 45MA of the RBI Act
lists thedutiesofanauditorof
anNBFC. It says an auditor of
an NBFC would be duty-
bound to inquire whether the
firm being audited has fur-
nished all the details on its
deposits,assets,andliabilities,

profit-and-lossaccount,etc. to
the RBI that would form the
basis of disclosure related
instructions, or even special
audit on the firm.

The RBI’s communication
suggests the audit firm failed
to do so, leading to the two-
yeardebarment.However, the
action will not affect
Haribhakti’s assignments for
FY22, theRBI said.

The RBI has been tighten-
ing its rulesonNBFCauditors
to improveaccountability.On
April 27, the RBI said banks
and NBFCs, excluding those
that don’t take deposits and
have a sub-~1,000-crore asset
base,must bring innewaudi-
tors from the second half of
the fiscal year.

Banks andNBFCs, having
an asset size of ~15,000 crore
or more, were asked to
appoint joint auditors.
Crucially, there was a retro-
spective applicability of the
extended eligibility criteria
for auditors, including those
relating to the provision of
audit andnon-audit services.

This is 1st timean
auditorhasbeen
implicatedunder
Section45MAA

GROWTH EXPECTATIONS
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Centrum-BharatPe gets
RBI licence to setupSFB

ABHIJIT LELE
Mumbai, 12October

The Reserve Bank of India
(RBI) on Tuesday issued a
small finance bank (SFB)
licence to the Centrum
Group-BharatPe consortium.
Incorporated as Unity SFB,
the lender will start opera-
tions in some weeks with a
~1,500-crore loan book.

The consortium will take
over the assets and liabilities
of the beleaguered Punjab
and Maharashtra Co-opera-
tive (PMC) Bank. The timing
for integrating PMC will
depend upon when the RBI
and the government release
the scheme for amalgama-
tion, said Jaspal Bindra,
chairman of the BSE-listed
CentrumCapital.

Bindra said with the RBI
issuing an SFB licence, the
focus will shift to board for-
mation and creating a top
management team.Thebank
will become functional
before the close of this year
and will aspire to be India’s
first digital bank.

“Wewill work tirelessly to
capture this opportunity and

build India’s first trulydigital
bank ground-up,” said
Ashneer Grover, co-founder
and managing director,
BharatPe.

In June, the RBI gave “in-
principle” approval to
Centrum Financial Services
(CFSL) to set up an SFB.

Centrum will merge its
small and medium-sized
enterprises lending business
and micro-credit operations
with the SFB for a considera-
tionof ~426crore.Thesebusi-
nesses are run by two sub-
sidiaries.

Bindra-led Centrum
Capital, theholdingentity for
CFSL, and its partner
BharatPe, apayments system
company, will infuse ~1,800
crore into the SFB. BharatPe
will also move its loan assets
to Unity SFB.

The proposed business
model is oneof collaboration
and open architecture, unit-
ing all its stakeholders to
deliver a seamless digital
experience, added Bindra.

Scalesdownretail inflationforecastby1percentagepoint

IMF HAS SCALED
DOWN FORECAST
FOR THE WORLD
TO 5.9% DURING
2021 DUE TO
WORSENING
COVID DYNAMICS

Rajnish
Kumar, former
chiefofState
Bankof India,
hasjoinedthe
boardof
BharatPe,a
fintechfirm,aschairman.He
willbeinvolvedindefining
thecompany’sshort-term
andlong-termstrategy,and
willworkcloselyonkey
businessandregulatory
initiatives,BharatPesaid
inastatement. BSREPORTER

Rajnish Kumar joins
BharatPe as chairman

Note: the base year is 2011-12

GROWS 11.9% ON
LOW BASE EFFECT
Growthrate in(%)

Company Name Type Appointment Period

Axis Bank Statutory Current Financial Year

IndusInd Bank Statutory Current & Next Financial Year

RBL Bank Statutory Current & Next Financial Year

Shriram Trans. Statutory Current & Next Financial Year
Filtered for BSE500 companies Source: Capitaline; Compiled by BS Research Bureau

COMPANY’S ASSIGNMENTS
AsofFY21
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operations
witha~1,500-cr
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