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ECONOMY 
Review of Indian Economy: Macro-economic 
Performance 
• India’s real gross domestic product (GDP) growth is 

expected to decelerate in the second quarter of 2022-
23 from 13.5% in the first quarter. The consensus 
seems to be building around 6%. 

•  The prime reason behind the slowdown in GDP 
growth from the first quarter is the stronger base of 
last year. India was hit by Covid-19 infection waves in 
the first quarter of both, 2020-21 and 2021-22. 
Economic activity during these quarters was weak 
because of the restrictions imposed on mobility and 
business operations. On this low base, the first 
quarter of 2022-23, which was free from all Covid 
related restrictions, clocked a double-digit growth. 
Since the base of the second quarter is comparatively 
stronger, the year-on-year growth in real GDP is 
expected to have slowed down. 

• Industrial performance indicators - IIP, automobile 
& tractor sales, electricity generation, coal, crude oil 
& natural gas mining as well as merchandise exports 
show a sharp deceleration in year-on-year growth in 
the September 2022 quarter as compared to the June 
2022 quarter. The exception to this trend is 
consumption of finished steel.  

• Among the services sector indicators, barring port 
traffic, credit disbursals by banks and their profits all 
others reported a slower y-o-y growth in the 
September 2022 quarter. These include railway 
freight traffic, e-way bill generation and national 
electronic toll collections.  

• Year-on-year growth in central government’s tax 
collections as well as expenditure too decelerated in 
the September 2022 quarter. Besides, early results of 
non-finance companies suggest that the profits 
shrunk year-on-year in the September 2022 quarter. 

Inflation to ease in October 
• RBI hopes that retail price inflation fell below 7% in 

October 2022 from 7.4% in September 2022. The 
credit of this fall, goes to the measures taken by the 
government and the RBI in the last six to seven 
months.  

• Even after this widely expected fall, inflation in 
October 2022 would be above the upper limit of the 
RBI’s inflation tolerance band of 2-6%.  

• Forecasters expect inflation to remain above this 
band for few more months to come. The RBI, in its 

last monetary policy statement dated September 
30, 2022, had projected inflation to average at 6.5% 
in the December 2022 quarter, before easing to 
5.8% in the March 2023 quarter.  

• Inflation has been ruling above the 6% mark 
persistently since January 2022 and it has 
remained above the RBI’s 4% target for the last 
three years. The RBI expects inflation to come 
closer to the 4% target over a two-year cycle. 

Tight fiscal performance 
• Central Government delivered a tight fiscal 

performance in the first half of 2022-23. It utilised 
only 37.3% of the expenditure-revenue gap or the 
gross fiscal deficit budgeted for the full year.  

• The government usually incurs about 65% of the 
annual budgeted fiscal deficit in the first half of the 
year itself. This is because its revenue collections, 
particularly taxes, are weak in the initial months of 
a year. But its tax collections this year have been 
quite robust. 

• Gross tax mop-up of the government increased 
year-on-year by 17.6% to ₹13.9 trillion during April-
September 2022. Income tax, corporation tax and 
goods & services tax (GST) collections made strong 
contributions towards this growth.  

• The Centre released two installments of tax 
devolution to the state governments in August 2022 
to help them accelerate their capital expenditure. 
This pushed up the cumulative tax devolution 
during April-September 2022 by 44.6% to ₹3.8 
trillion and arrested the growth in tax revenues left 
for its disposal at 9.9%. Despite this, the Centre 
achieved 52.3% of the net tax revenue target for 
2022-23 in the first half of the fiscal itself. This is 
quite impressive.  

• The historical trend shows that the Centre normally 
does not manage to garner even 40% of its budgeted 
annual tax revenues in the first half of the fiscal. 

• Government expenditure increased year-on-year by 
12.2% to ₹18.2 trillion during April-September 
2022. Revenue expenditure increased by 6% to 
₹14.8 trillion, while capital expenditure rose at a 
much faster clip of 49.5% to ₹3.4 trillion. 

• The pace of capital expenditure this year has been 
good. The government spent 45.7% of its annual 
budgeted capital expenditure in the first half of the 
year, which is higher than the last two-and-a-half 
decades’ average of 42.9%. 
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• Revenue expenditure incurred by the government in 
the first half of 2022-23 amounted to 46.4% of its 
annual allocation. The progress of revenue 
expenditure appears slow after considering that the 
government has made additional allocations for food, 
fertilizer, and petroleum subsidy aggregating to ₹2.6 
trillion post announcement of the Union Budget 
2022-23. 

Shrinking forex reserves 
• India’s foreign currency assets depleted by USD 2 

billion in October 2022, continuing the falling trend 
that began about a year ago. The fall could largely be 
on account of revaluation effect as the Indian rupee 
depreciated against the US dollar from 81.6 in 
September 2022 to 82.4 by end October 2022.  

• India’s foreign currency assets started declining from 
November 2021 as its merchandise trade deficit 
widened and foreign portfolio investments (FPI) 
started flying out. The RBI tried to defend the rupee 
that came under depreciation pressure by selling US 
dollars in the spot market.  

• The shrinkage in foreign currency assets aggravated 
gradually from USD 6.8 billion in the December 2021 
quarter to around USD 20 billion in the March and 
the June 2022 quarter and further to USD 60.7 
billion in the September 2022 quarter. India’s 
balance of payments remained in deficit in each of 
these quarters barring January-March 2022. 

• India witnessed its highest ever quarterly 
merchandise trade deficit of USD 68.6 billion during 
April-June 2022 due to burgeoning import and 
mellowing exports.  

• The quarter also witnessed net FPI outflows of USD 
14.6 billion, which were the second biggest in the 
Indian history. However, aided by foreign direct 
investment (FDI) inflows of USD 13.6 billion and 
external commercial borrowings (ECBs) of USD 18.1 
billion, India managed to keep its balance of 
payments account in the green during the June 2022 
quarter. 

Burgeoning credit demand 
• Outstanding non-food credit disbursed by 

scheduled commercial banks (SCBs) increased 
year-on-year by 17.1% as of October 21, 2022. 
This is the second highest credit growth recorded 
by SCBs in a decade. The growth was at its 
decadal peak in the preceding fortnight that 
ended on October 7, 2022.  

• Credit growth started gaining pace since the 
beginning of the current fiscal. From 8.7% in March 
2022, it more than doubled to 17.1% within a span 
of seven months. The prevailing high credit growth 
is a combination of both, elevated inflation and a 
strong pick-up in demand for bank loans. 

Broad-based pick-up in bank credit growth  

 
Source: Centre for Monitoring Indian Economy Pvt. Ltd 

• Bulk of the credit growth is driven by loans for 
personal purposes and to the services sector. SCB’s 
personal loans portfolio grew by 19.6% in 
September 2022 as compared to its year-ago level. 
The growth accelerated every single month from 
12.6% in March 2022. This was a broad-based pick-
up, with loans for a wide range of purposes from 
housing, vehicle, consumer durable purchases to 
education and credit card outstanding contributing 
to this growth. 

• Year-on-year growth in outstanding SCB credit for 
agricultural & allied activities accelerated from 
9.9% in March 2022 to 13.4% by September 2022.  

• Growth in industrial credit too improved from 7.5% 
to 12.6% during this period. Bank credit to MSME 
remained elevated, marking around 30 % year-on-
year growth through the first half of 2022-23.  

• Growth in credit disbursals to large industrial units 
was much lower at 7.9% as of September 2022 
despite improving gradually from 2% in March 
2022. The improvement was largely driven by a 
shift in demand in favour of bank credit from 
equity, debentures and commercial papers. 

 
Source: Centre for Monitoring Indian Economy Pvt. Ltd
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Dashboard on Trends in India’s Agricultural Trade 
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Trends in India's Agriculture Exports and Imports ($ Billion)
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ReportTHINK 
Indian Food Processing Sector: 5-point call to 
action to tap export potential (FICCI Report 
September 2022) 
India has a strong position in food production globally and 
is ranked the 2nd largest producer of agriculture and allied 
sector products after China (India’s food production 
industry is worth over USD 400 Bn and is the primary 
source of livelihood for ~45% of the country’s population). 
However, the level of food processing in India across 
categories is low, especially in higher processing categories 
(~20%) including secondary and above. Despite India’s 
strong position in agri-production, the country lags in the 
export of food products (incl. processed). India’s share of 
agri-production is 9.5% globally while its share in the export 
of overall food products is 2-3% - with share in export of 
processed food category even lower at 1-2%. In terms of 
value, total agriculture and food related exports from India 
were valued at ~USD 31Bn in 2020 and the growth has been 
stagnant at <1% CAGR between 2017-2020. The food 
processing industry has a substantial positive socio-
economic impact on the society through new job creation 
and increasing income levels. However, there are some key 
challenges which the report addresses. 
Challenges: 
1. Low-Cost competitiveness: While India is perceived 

as a low-cost market due to relatively lower labor costs, 
processed food products are generally not cost-
competitive. The same is driven by high cost of agri-
produce due to low productivity as farming in India is 
dominated by smallholder farmers having limited 
knowledge about the optimal use of agri-inputs and the 
prevailing best-in-class farming practices, and lack 
financial strength to invest in mechanization. 

2. Product quality concerns: Indian produce has 
quality concerns in global markets due to limited 
awareness among the farmers (export of Basmati rice (by 
volume) to Europe decreased by ~44% due to excessive 
use of tricyclazole by Indian farmers, making the 
produce contaminated). 

3. Limited brand strength in overseas markets: 
Perception of brands from India in the global markets is 
weak. India has very few GI brands (~110) in agriculture 
and food category in the international markets compared 
to other countries China (~6,200) and UK (~1,500). 

4. Lack of infrastructure for processing, storage 
and logistics: Despite achieving significant growth in 
storage capacity, there is still a need to upgrade the 
facility with latest technology, as well as provide 
infrastructure at farm-gate level to minimize wastage 
(low levels of secondary and tertiary processing ~20%) 
across food categories. 

5. Limited compliance to sustainability and ethical 
requirements: The food industry has a massive impact 
on the environment and accounts for ~26% of the global 
green-house emissions. Also, there is an increasing 
realization on the social responsibilities involving fair 
working condition for workers. Therefore, there is 
expected to be an increasing preference for suppliers that 
are ensuring production is in compliance with these 
norms. This will require countries to develop their food 
value chains to comply with these requirements. 

 
A-R-I-S-E: 5-point action plan to tap export potential 
1. Adoption of crop value chains by establishing 
crop-specific PPP model: Regulation of product specific 
upstream value chain by setting up a robust crop-specific 
PPP models with support from government and leading 
private players will help in addressing the challenges. The 
model should ensure adequate financial return for the 
stakeholders, promote equitable value sharing among 
stakeholders, and be supported with a robust 
implementation structure to drive the program. The private 
players need to work closely with farmers and provide them 
support on identification of winning crop and variety 
selection required in processed food products, providing 
advice on best-in-class practices for farming, enabling 
access for farmers to right kind of agri-inputs at affordable 
prices, provide fair remuneration in short intervals to 
farmers to generate royalty, ensure assured demand off-
take to provide stability to farmers. 
2. Reinvigorate promotion of Indian-origin brands 
globally: Establishing a strong brand can require 
significant investment and a lot of effort which can be 
difficult for a player to undertake individually. Therefore, it 
will be better if relevant stakeholders within the product 
specific value chain including food processors, exporters 
and relevant government agencies come together to pool 
their limited funds and combine their efforts to develop a 
common product specific brand with a consistent and 
harmonized branding strategy. The government should 
facilitate setting up an entity which orchestrates the 
creation of a common umbrella brand and product-specific 
sub brands. It is also important to develop GI brands in the 
country and ensure that products specific to geographical 
locations in India are not being falsely branded in 
international markets. This will not only help India carve a 
niche for itself but also enable it to charge a premium for 
such products. 
3. Institutionalize industry-academia collaboration 
to aid R&D: By promoting technological collaboration 
between leading private players and research institutes, 
technological advancement and development of new 
differentiated products can enable India to differentiate 
itself in the international markets.  
4. Set up collaboration among private players for 
setting up and sharing infrastructure facilities:  
There are challenges involved in developing and efficiently 
running the infrastructure facilities given the high setup 
and operational costs involved. To address the prevailing 
challenges, it is important the private players come together 
and collaborate with each other. They should jointly set up 
and share infrastructure facilities (e.g. quality testing labs, 
cold storage and transportation). The same can have a 
double benefit in terms of enabling partners involved to 
together meet the significant investment that is required in 
setting up these facilities as well as drive cost efficiencies 
from economies of scale. 
5. Establish sustainability and ethical norms and 
ensure compliance: One of the key emerging trends is 
the increasing awareness and inclination amongst 
consumers for buying products that have been 
manufactured in compliance with sustainability 
requirements and in an ethical manner. There is a potential 
for Indian players to differentiate and promote the sale of 
their products through compliance with these norms. 
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