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The growth trends of the early economic indicators remained unfavourable in July 2019, with a significant 11 of the 16 indicators displaying a sequential
deterioration in their year-on-year (YoY) performance, similar to the trend in the previous month. Moreover, six of the 16 indicators (output of passenger vehicles,
commercial vehicles, scooters, motorcycles and Coal India Limited, and ATF consumption) recorded a contraction in July 2019. Based on these trends, ICRA expects
the IIP growth to remain sub-3% in July 2019, with a sequential worsening in the performance of mining and electricity.

o  Aggregate auto production contracted for the ninth month in a row, although the pace of the same narrowed to 11.0% in July 2019 from 13.0% in the previous
month, led by the trend in scooters (to -8.1% from -16.3%). However, the pace of YoY contraction worsened in July 2019 compared to June 2019 for commercial
vehicles (CV; to -26.4% from -23.4%), passenger vehicles (PV; to -16.5% from -16.3%), and motorcycles (to -9.1% from -7.5%). The recent announcements by the
Government of India to address the slowdown in the auto industry, such as allowing BS IV vehicles to remain operational for their entire period of registration,
deferment of revision of registration fee, higher depreciation for vehicles, lifting of ban on purchase of vehicles by government departments etc. may support
the growth of this sector to some extent in the remainder of FY2020. However, the extent of improvement will take a cue from consumer sentiment, which will
remain contingent on the broader outlook for economic growth, as well as availability of financing through NBFCs.

o  The output of Coal India Limited (CIL) reverted to a contraction of 5.1% in July 2019 (the weakest performance in 25 months), in contrast to the mild rise of 0.5%
in June 2019. Moreover, the growth of thermal electricity generation eased to 6.2% in July 2019 from 8.7% in June 2019, while the growth of hydro electricity
generation recorded a sharp decline to 0.3% from 7.5%, respectively.

o  The YoY growth in cargo handled at major ports rebounded to a growth of 3.5% in July 2019 from the contraction of 0.6% in June 2019, led by iron ore and other
cargo shipments. Moreover, non-oil exports recorded a YoY rise of 3.5% in July 2019 in USS terms, in contrast to the contraction of 5.7% in June 2019.

o  The YoY growth of rail freight eased for the fourth month in a row to a low 1.6% in July 2019 from 2.0% in June 2019. In addition, the pace of growth of petrol
consumption eased to 8.8% in July 2019 from 10.8% in the June 2019, although it remained healthy. However, the growth of diesel consumption posted a mild
uptick to 3.3% from 1.4%, respectively.

o  The YoY decline in ATF consumption widened somewhat to 0.8% in July 2019 from 0.4% in June 2019, whereas the growth of passenger traffic by domestic
airlines dipped appreciably to 2.8% from 6.2%, respectively.

o  The YoY bank deposit growth eased mildly to 10.1% on August 2, 2019 from 10.3% on July 5, 2019, whereas non-food credit growth rose to 12.1% from 12.0%,
respectively.
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Exhibit 1: Deterioration in YoY performance of 11 early indicators, with auto production, coal output and ATF consumption recording a
contraction in July 2019. However, non-oil exports, ports-cargo traffic, diesel consumption and non-food bank credit witnessed a sequential
uptick in YoY growth.
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Source: Society of Indian Automobile Manufactures (SIAM); CIL; Central Electricity Authority (CEA); Ministry of Commerce, Government of India
(Gol); Indian Railways; Directorate General of Civil Aviation (DGCA); Indian Ports Association; Reserve Bank of India (RBI); CEIC; ICRA research
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Exhibit 2: YoY Growth for Last Three Years (Part -1)
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Exhibit 3: YoY Growth for Last Three Years (Part -Il)
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Source: Indian Ports Association; Indian Railways; DGCA; PPAC; RBI; CEIC; ICRA research

Exhibit 4: Trends in Volumes for Last Three Years (Part -1)
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Exhibit 5: Trends in Volumes for Last Three Years (Part -ll)
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ICRA

ICRA Limited (formerly Investment Information and Credit Rating Agency of India Limited) was set up in 1991 by
leading financial/investment institutions, commercial banks and financial services companies as an independent
and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange.

Alliance with Moody’s Investors Service

The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. The participation of
Moody’s is supported by a Technical Services Agreement, which entails Moody’s providing certain high-value
technical services to ICRA. Specifically, the agreement is aimed at benefiting ICRA’s in-house research capabilities,
and providing it with access to Moody’s global research base. The agreement also envisages Moody’s conducting
regular training and business seminars for ICRA analysts on various subjects to help them better understand and
manage concepts and issues relating to the development of the capital markets in India. Besides this formal training
programme, the agreement provides for Moody’s advising ICRA on Rating-products strategy, and the Ratings
business in general.

The ICRA Factor

Our services are designed to

* Provide information and guidance to institutional and individual investors/creditors;

» Enhance the ability of borrowers/issuers to access the money market and the capital market for tapping a larger
volume of resources from a wider range of the investing public;

e Assist the regulators in promoting transparency in the financial markets;

* Provide intermediaries with a tool to improve efficiency in the funds raising process.
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