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 'THE econofmy s like].y.' to stay on
thepath ofhigh growth.this yearand

the next, forecasts the Prime Minis- -

“ter's Economic ‘Advisory Council
{BAC), headed by C Rangarajan.
This is 50 despite dark doudsof

. slowdown on the external horizon

and domestic industry losing steam
in sectors like consumer durables.
The EAG forecasts a growth rate of
+8.9%. for 2007-08. and 8.5%:for

* 2008-09.Inflation is expectedtostay
at4% for the year, ora litde higherif . '

* oil prices are hiked: The fiscal posi-
tion continues 1o be sound although”

the EAG warns against the build-up
of off-Budget-costs such as oil;-food
and fertiliser bonds. : .
Consumer durables have turned

.in a negative growth rate of 1.7%

USSR

over April-November. Yet, drivenby " *

astronger-than-expected growthin ..
agficulture (3.5%) and accelerating |

* investment in plant, machineryand

buildings, the economy continuesto

" grow fast, permittinig the country’s

per capita income 1o grow 7.2% and
rise above the $1,000 Jeve] for.the
first time — theé total size-of the

economy is.$1.18 trillion and the

populationtis 1,12-billion strong.
Policy makers cannot rely on the
mood swings of weather godsandig-
nore the slowdown in the marnufac:
turing sector, particulatly consumer

- durables, :Mr: Rangarajan -said’ on
Thursday. He had suggestedatthe fi- -

nance minister’s pre-Budget consul-

tations that theére is a case forroder- -

ating indirect taxes to stimulate de-
mand. Successive "-terést. rate
increases to fight inflation have tak-
e a ioll on demand for consumer
durables as well asnon-durables, Mr

Rangarajansaid. The manitfacturing - !
~sector has'79.4% weightage in the

index ofindustrial production (IP).
Its growth has dipped t0 9:8% in the

second quarter against 11.6% inthe

year-ago period. IIP grew at 10.4%
during the first hall, lower.than

' 11.2% a year earlier. Electridty gen- -
:| - eration and mining were more or
" less the same during the corhparable!

half. years, making. manufacturing

sector the only culpiit fof:the slow-

downin industrial output. . ©
g eotisumiptlor of dlirible
dlways cyclical. In every ¢dunt

consumptiongrowsand then paus-i.
.es. In India, it may have plaleaued

'for now. Tosome éxtent, themone-
tary policy may have impacted the R
growth, Lookiuy ahead, it -eould
pick up next year although the rate

seen earlier,” Mr Rangarajan said,

.. - However, what saves. the day is :
.the rise in investment,. over 15%

quarterafter quarter for the last six

quarters. As a result, grossfixed in- -
" vestrhent—investment in plantand
* machinery, buildings and vehides—
hasxisen t0 32.3% o GDPbytheséc-

ond quarter of the fiscal, from 27.5%

in Q1 of 2005-06. The share of gross +
inveatment in G called the frask |

Lvestinent ke, hasreiched thenn

| precedented level of 37.1% by Q2 of g
| .2007-08.  Gross investment takes

into account, apart from gross fixed
investment, investment in works-

in-progress and physical inventories

of finished goods and raw materials

-as well. Such investment s being B- -
. nanced by domestic savings for the
most " part. The cuyrent account.

defidt, which measures the absorp-

tion of foreign savings by the econo- |

my, would still be a meagre 1.3% of
.GDP this fiscal, lower than the 1,5%

forecast by the BACat ttje beginniing |

.of theyear. - -

.. The: ‘panel forecast, an -8.9% ;
growth for 2007-08based of robust .

agriculiwe glowth expected to

grow at 3.5% against itsJuly out-;

look of 2.5%. Growth would be

Jower at 8.5% in 2008:09 due'to
consumer:

continued slowdowm in-co
goods, slightly slowet growthin the
trade, hotels, transport-arid com.

- munication sectors and farm sector
“growthlowerat 2.5%: Thefigureé of.

+8.5% may beseen as abaseline pro=

 jection-that would be impacted.if
. underlying .assumptio
* chapge, hesald.

- WETe tq

may not be:close to what we have ',
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