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OVERVIEW

The catch up in rabi sowing led by wheat, rice and coarse cereals has brightened the outlook for agricultural output and rural sentiment in Q4 FY2020. Nevertheless,
the overall GVA growth for agriculture, forestry and fishing is likely to ease to 2.5% in FY2020 from 2.9% in FY2019. In addition, the YoY decline in the area sown
under rabi pulses and oilseeds poses a concern, given the high wholesale inflation being recorded by some of these items.

With a delay of around five weeks in the withdrawal of the southwest monsoon rainfall, precipitation was above-average! at 110% of the long period average (LPA) in
the monsoon months (June-September) in 2019 (refer Exhibit 1). This also contributed to excess rainfall in October 2019 (144% of LPA; refer Exhibit 2). Subsequently,
the northeast monsoon season (October-December) has witnessed normal rainfall in November 2019 (98% of LPA) and excess rainfall in December 2019 (113% of LPA
till December 10, 2019). Overall, the cumulative rainfall during the northeast monsoon season stood at 130% of LPA till December 10, 2019.

The heavy rainfall in August-October 2019 led to a rapid replenishment of reservoir levels. Reservoir storage stood at 85% of the Full Reservoir Level (FRL) as on December
5, 2019 (refer Exhibit 3), substantially higher than the year ago level (59% of FRL as on December 6, 2018). In terms of the regions, reservoir storage exceeded year-ago
levels in the western (93% vs. 45%), southern (82% vs. 52%), eastern (87% vs. 66%) and central regions (86% vs. 65%), whereas it marginally lagged year-ago level in the
northern region (76% vs. 77%), as on December 5, 2019 (refer Exhibit 4).

However, the heavy rainfall in October 2019 led to a late harvest of the kharif crop and also delayed the onset of rabi sowing. Subsequently, sowing picked up pace in
late-November 2019, and the total area under rabi crops rose by 1.2% on a year-on year (YoY) basis to 41.8 million hectares by December 6, 2019 (refer Exhibit 5). The
was led by a YoY rise in the area sown under wheat (+4.3%), rice (+20.8%) and coarse cereals (+8.6%), even as the area under pulses (-6.0%) and oilseeds (-1.6%) trailed
the year-ago levels as on December 6, 2019 (refer Exhibit 6). As on this date, sowing had been completed on 67.7% of last year’s rabi area. Going forward, healthy
groundwater and reservoir levels should support a rapid pace of sowing in the rest of this month, and boost crop yields.

The growth for gross value added (GVA) in agriculture, forestry and fishing declined to 2.1% in H1 FY2020 from 5.0% in H1 FY2019, partly on account of an unfavourable
base effect (refer Exhibit 7). Moreover, the 1st Advance Estimate (AE) of crop production released on September 23, 2019, had revealed a mixed trend in the output of
kharif crops; production of sugarcane (-5.6%), pulses (-4.2%) and rice (1.7%) were estimated to record a YoY decline. In contrast, the kharif output of coarse cereals
(+3.3%), oilseeds (+5.2%) and cotton (+12.4%) was estimated to increase in FY2020 compared to FY2019, as per the 1st AE. However, with the delayed withdrawal of
the southwest monsoon, excess moisture could lead to crop yields being lower than the initial estimates, in our view.

We expect the GVA growth of agriculture, forestry and fishing to print at 2.0% in Q3 FY2020, similar to the initial estimate for Q2 FY2020. The catch up in rabi sowing
has brightened the outlook for agricultural growth in the subsequent quarter. We anticipate that the GVA growth for agriculture, forestry and fishing would rise to
around 4.0% in Q4 FY2020, driven by a favourable base effect and the expectation of healthy rabi yields, which should in turn boost rural sentiment. Nevertheless, the
overall GVA growth for this sector is likely to ease to 2.5% in FY2020 from 2.9% in FY2019.

In addition, the YoY decline in the area sown under rabi crops such as pulses (-6.0%) and oilseeds (-1.6%) as on December 6, 2019, poses a concern, given the high
wholesale inflation being recorded by some of these items (refer Exhibit 8).
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%m On a pan-India basis, rainfall between 96% and 104% of the LPA is considered to be normal. The other classifications are deficient (below 90% of LPA), below-normal (90-96% of LPA), above-normal (104-
R-110% of LPA) and excess (more than 110% of LPA)
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Exhibit 1: With a delayed withdrawal of the southwest monsoon, rainfall
exceeded the LPA by 48% in September 2019 and 44% in October 2019.
Subsequently, precipitation was 2% below normal in Nov 2019.
Cumulatively, rainfall has exceeded the LPA by 30% so far in the northeast
monsoon season (October-December).
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Source: Indian Meteorological Department (IMD); CEIC; ICRA research

Exhibit 3: Heavy rainfall in August-October 2019 led to a sharp rise in
reservoir levels, which stood at 85% of FRL as on December 5, 2019,

significantly higher than the year-ago level (59% of FRL).
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Exhibit 2: Rainfall exceeded the LPA across all sub-divisions in September
2019. In October 2019, precipitation remained in excess in central (98%
above LPA) and south peninsula (62% above LPA). In contrast, magnitude of
precipitation in November 2019 remained sub-par for all sub-divisions,
barring a sharp spike in the northwest region.
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Exhibit 4: Reservoir storage exceeded year-ago levels for all regions barring
a small YoY dip in the northern region (76% vs. 77%) as on December 5, 2019.
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Exhibit 5: Heavy rainfall in October 2019 delayed rabi sowing. The pace of Exhibit 6: While the area sown under wheat (+4.3%), rice (+20.8%) and coarse
the same improved from late November 2019, and subsequently rabi cereals (+8.6%) exceeded year-ago levels as on December 6, 2019, pulses (-
sowing exceeded year-ago levels by 1.2% as on December 6, 2019. 6.0%) and oilseeds (-1.6%) trailed the same.
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Exhibit 7: Growth in GVA of agriculture, forestry and fishing declined to Exhibit 8: The YoY decline in the area sown under pulses and oilseeds poses a
2.1% in Q2 FY2020 from 4.9% in Q2 FY2019. Despite an expected pickup in concern, given the high wholesale inflation being recorded by some of these
Q4 FY2020, we expect the GVA growth in this sector to ease to 2.5% in items such as gram, masur and safflower
FY2020 from 2.9% in FY2019
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