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Industrial Production - May’11

Current Scenario:

% May’11 IIP slowed down considerably to 5.6%
YoY as compared to 8.5% in May’'10

% Cumulative growth for Apr-May’11 registered
a growth rate of nearly half, 57% as
compared to 10.8% in the corresponding
period last year

% Eight core infrastructure index moderated to
53% YoY as compared to 7.4% in May'10
mainly due to poor performance in natural
gas, refinery products, steel and cement

% Capital goods and Intermediate goods
continued to weighed upon the IIP index as it
declined to 5.9% YoY and 0.9% in May’11 as
compared to 15.8% and 11.7% in Jun'10
respectively

V" Basic goods outperformed all other sectors as
it advanced to 7.3% YoY as compared to 6.1%
last year on the back of superior performance
in electricity and fertilizer sector

v Apr'11 IIP number is revised downwards by
50 bps to 5.8% while Feb’10 IIP figure is
revised upwards by mere 22 bps to 6.7 %

IIP

May’11 IIP continued its sluggish trend by growing
at 5.6% YoY as compared to 5.8% YoY in Apr'll;
registered 1.0% MoM decline.
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Outlook:

% Jun'11 IIP is expected to be more or less in the
similar range as Apr-May’11 as PMI is 55.3 is
tab better than May’11 and auto volumes have
registered an unimpressive growth

% According to ISM PMI data in the month of
Jun'll consumer non durables, basic metals
and wood are expected to slowdown further

v While exports showed a upbeat performance
with 45.7% growth in Jun'll led by higher
growth in engineering goods, electronic
goods, basic chemicals, plastic items and
mineral ores

v" Electricity recorded a growth of 8.2% YoY as
compared to 10.5% in May’ll and 3.7% in
Jun’10. Electricity is expected to remain main
driver in Jun'11 IIP

v" RBI is expected to continue its restrictive
stance by tightening Repo rates by another 25
bps in Jun'll review as inflation remains
sticky. We expect RBI to pause after this hike
and increase the interest rates by another 50-
75 bps in FY12

12-mths Rolling IIP

Higher input prices, rising wage cost and increase in
interest rates are expected to continue to impact
margins going forward.
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Infrastructure Index
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Sector Analysis

Industry

(% Growth)

cv

Scooter & Mopeds
Motorcycles
3-wheeler

Cars

Jeeps

Electricity
Infrastructure

Weight

44
52
1.7
5.9
1.3
6.7
24
10.3
6.7

Use-base

Classified

Cap Gds
CD Gds
CD Gds
Cap Gds
CD Gds
Cap Gds
Basic Gds

Source: Khandwala Research, SIAM

Apr-11 May-11 May-10 Apr-May

FY11 FY10
2.8 1.1 0.3 1.9 1.4
11.0 9.7 5.8 10.3 -8.1
9.3 -9.6 34.4 -9.5 5.5
6.6 4.5 7.7 5.6 -3.2
-1.3 7.3 -6.7 4.6 49
4.8 6.1 9.0 5.5 2.9
-1.1 -2.3 8.6 -1.6 Bi5
6.8 10.3 6.4 8.4 1.0
4.6 548 7.4 4.9 0.4

Weight Apr-11 May-11  Jun-11  Jun-10

1.9 248 35.5 173 56.8

0.2 18.4 18.6 12.2 33.5

1.0 20.0 17.1 18.1 26.1

0.3 18.2 24.7 26.0 29.6

2.0 23.5 18.6 10.6 27.5

0.1 18.0 14.6 17.7 14.7

10.3 6.4 10.5 8.2 3.7

26.7 4.6 5.3 - 44

KSL - Eco Update
July 12, 2011


mailto:shah@kslindia.com

Khandwala Securities Limited

Use-based Classification
Basic Goods

Basic goods have improved to 7.2% YoY growth as
compared to 6.1% growth in May’10. Crude oil with
the growth of 9.7%, basic metals with 13.4% growth
and Electricity with 10.3% improved the performance
in the sector. Sector is outperforming despite of
slowdown in coal, cement and natural gas.
Cumulative performance in Apr-May’'11 is 7.0% as
compared to 6.4% in the last year.
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Consumer Goods

Consumer goods sector grew to 54% YoY as
compared to 7.4% in May'10. Consumer durable
sector slowed to 5.2% as compared to 14.7% in the last
year. Growth in passenger cars, gems and jewellery
and motorcycles stalled the decline in the sector.
Consumer non-durable sector grew by 5.6% YoY as
compared to decline of 1.9% in May’10.
|‘HII

24 (%)

Capital Goods

Sector declined rapidly to 5.9% YoY growth as
compared to 7.3% (which was revised from 14.5%) in
Apr'1l. Despite of superior performance in CV of
32.1%, computers of 42.6%, boilers of 24.8% and
tractors of 25.6% capital goods sector recorded a
subdued growth. Cumulative performance in Apr-
May’1l is 6.6% as compared to 25.2% in the
corresponding period in the last year.
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Intermediate Goods

Intermediate goods sector slowed to 0.9% YoY as
compared to 11.7% growth in May'10. Sector
performed poorly due to meager performance in
block board of (9.5)%, polyester chips of (25.1)% and
colour picture tubes of 51.7%. We expect going
forward growth to remain in this range as the
production is expected to further moderate.
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Broad-based Classification
Mining

Mining sector continued to decline as it recorded
mere 1.4% YoY growth as compared to 7.9% growth
in the last year. Coal production slowed to 1.2% as
compared to 2.8% in Apr'11. We expect coal to persist
poor performance due to seasonal effect. Cumulative
performance in Apr-May’11 is mere 1.3% as compared
to 8.5% in the corresponding period in the last year.
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Electricity

Electricity registered a significant growth of 10.3%
YoY growth as compared to 6.1% in May’10.
Electricity for the month of Jun'1l grew at 8.2% as
compared to 3.7% in the last year. Cumulative
performance in Apr-May’11 rose to 8.4% as compared
to 6.3% in the corresponding period in the last year.

Source: Khandwala Research, Bloomberg, CSO
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Manufacturing

Manufacturing sector remained sluggish with a
growth of 5.6%YoY as compared to 8.9% in May’10.
Higher growth in motor vehicles, trailers & semi
trailers, electricity, and food products and beverages
aided the growth in the sector. = Cumulative
performance in Apr-May'11 is 6.0% as compared to
11.6% in the corresponding period in the last year.
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Important Disclosure:

The Research team of Khandwala Securities Limited (KSL) on behalf of itself has prepared the information given and opinions
expressed in this report. The information contained has been obtained from sources believed to be reliable and in good faith, but
which may not be verified independently. While utmost care has been taken in preparing the above report, KSL or its group
companies make no guarantee, representation or warranty, whether express or implied and accepts no responsibility or liability
as to its accuracy or completeness of the data being provided. All investment information and opinion are subject to change
without notice. Also, not all customers may receive the material at the same time.

This document is for private circulation and information purposes only. It does not and should not be construed as an offer to buy
or sell securities mentioned herein. KSL shall not be liable for any direct or indirect losses arising from the use thereof and the
investors are expected to use the information contained herein at their own risk. KSL and its affiliates and / or their officers,
directors and employees may own or have positions in any investment mentioned herein or any investment related thereto and
from time to time add to or dispose of any such investment. KSL and its affiliates may act as market maker or have assumed an
underwriting position in the securities of companies discussed herein (or investments related thereto) and may sell them to or buy
them from customers on a principal basis and may also perform or seek to perform investment banking or underwriting services
for or relating to those companies.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must make their own
investment decisions based on their specific investment objectives and financial position and using such independent advisors, as
they believe necessary. Income from investments may fluctuate. The price or value of the investments, to which this report relates,
either directly or indirectly, may fall or rise against the interest of investors. The value of or income from any investment may be
adversely affected by changes in the rates of currency exchange.

This document is strictly meant for use by the recipient only. None of the material in this report shall be reproduced, resold or re-
distributed in any manner whatsoever without the prior explicit written permission from KSL.
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