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STATS WINDOW

The Pacific Business Review International has taken an initiative to start a section which will provide a snapshot of major Global
& Indian economic indicators and industry review alternatively.

A snapshot of the section in upcoming issues is hereunder:

August 2014 Hospitality Sector: Global Scenario

Sept. 2014 Economy at a Glance (Global & Indian)
Oct 2014 Agriculture Sector: Global Scenario

Nov 2014 Economy at a Glance (Global & Indian)
Dec 2014 Telecommunication Sector: Global Scenario

Economy At A Glance (Global & Indian)

Economic Growth Rate

The global economic growth is expected to improve in 2014 in
comparison to 2013 based on assumption that aggregate demand
would grow as a consequence of U.S. monetary and fiscal policies
and gradual rise of the Euro zone from economic recession.
According to the World Economic Outlook published by
International Monetary Fund (IMF) in April, 2014, the global
production that rose by 3.0 percent in 2013 is projected to grow by
3.6 percent in 2014. From the regional perspective, except Central
and Eastern European countries and EU member countries, the
economic growth rate declined in 2013 as compared to that 0of 2012
resulting the decline in the world economic growth rate marginally
by 0.2 percent in 2013 as compared to the growth rate of 3.2
percent of 2012. Likewise, IMF has projected that the global
production will rise by 3.9 percentin2015.

According to IMF projection, the economic growth rate of
developed countries that grew by 1.3 percent in 2013 will improve
and grow by 2.2 percent in 2014. The Fund has also projected that
among the developed countries; the U.S. economy that rose by 1.9

percent in 2013 is expected to rise by 2.8 percent in 2014. U.S.
economy has been gradually improving growth performances a
result of notable rise in domestic demand. Likewise, 0.2 percent of
economic growth rate of Euro zone in 2013 has recorded some
progress with the projected growth rate at 1.6 percent in 2014.The
growth rate of Japan that stood at 1.5 percent in 2013 is expected to
grow only by 1.4 percent in 2014. The gradual improvement seen
in the economic growth rates of developed countries is attributed to
the lessening of fiscal tightening and adoption of accommodative
monetary policy.

The economy of the emerging and developing countries that was
estimated to have grown by 4.7 percent in 2013 is projected to
grow by 4.9 percent in 2014. Likewise, among the largest Asian
countries, the economies of India and China estimated to have
grown by 4.4 percent and 7.7 percent respectively in 2013 are
projected to grow by 5.4 percent and 7.5 percent respectively in
2014. The global trend of economic growth is presented in the
Table below:
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Among the South Asian countries, economic growth rates of
Maldives and Sri Lanka have increased in 2013 than in 2012 while
that of the rest of the countries have declined. ~Growth rate of
Afghanistan that was 14.0 percent in 2012 got confined to 3.6
percentin 2013. Likewise, China, which had registered economic
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growth rate of 9.3 percent in 2011,was able to attain a growth rate
ofonly 7.7 percent in the years 2012 and 2013. Despite the reduced
effect of recession in the world economy, the economies of South
Asian countries have still been affected due to their own inland
structural and other problems.

131




Pacific Business Review International

Table 2 below depicts the growth trend of neighboring countries.
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Table 2: Economic Growth Rate of Neighboring Countries
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Price Situation

The global price rose at a slower pace in 2013 as compared to 2012.
However, Middle East and African countries experienced double
digit price rise due to disturbed peace and internal conflicts. The
consumer price based inflation stood at double digits in the
countries of this group due to high price rise mainly in countries

The trend of CPI-based global inflation is given in the Table below:

like Iran, Sudan and Yemen. As per IMF's projection, prices in
developed countries will also gradually surge. Such price rise is
expected due to the factors like the lessening effect of global
recession and European debt crisis on one hand and increased
domestic demand in such countries on the other. Inflation
remained at lower level as a result of higher output gap in Euro
zone.

Table 3: CI'l Based Global Inflation Rate
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World Trade

The volume of world trade in goods and services that extensively
declined in 2012 as compared to 2011 improved marginally in

2013. The world trade in goods and services recorded a growth of

3.0 percent in 2013 as compared to 2.8 percent in 2012 and 6.2
percent in 2011. The export of developed economies rose by 2.3
percent while that of emerging and developing economies grew by

The trend in the world trade is depicted in the Table below.

4.4 percent in 2013. Likewise, the imports of developed, emerging
and developing economies grew by 1.4 percent and 5.6 percent
respectively in 2013. The trade balance of developed economies in
2013 expanded by 0.7 percent while that of emerging and
developing economies shrank by 0.3 percent. Goods and services
worth 23,083 billion US dollar were traded globally in 2013. IMF
has made a forecast of some progress in the world trade in 2014.

Table 4: World Trade Sitnation
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Economy At A Glance (India)

India's growth declined from an average of 8.3 per cent per annum
during 2004-05 to 2011-12 to an average of 4.6 per cent in 2012-13
and 2013-14. Average growth in the emerging markets and
developing economies including China declined from 6.8 per cent
to 4.9 per cent in this period (calendar-year basis). After achieving
unprecedented growth of over 9 per cent for three successive years
between 2005-06 and 2007-08 and recovering swiftly from the
global financial crisis of 2008-09, the Indian economy has been
going through challenging times that culminated in lower than 5
per cent growth of GDP at factor cost at constant prices for two
consecutive years, i.e. 2012-13 and 2013-14. Sub-5 per cent GDP
growth for two years in succession was last witnessed a quarter of a

century ago in 1986-87 and 1987-88.
Trend in Inflation

In addition to the growth slowdown, inflation continued to pose
significant challenges. Although average wholesale price index
(WPI) inflation declined in 2013-14 to 6.0 per cent vis- a-vis 8.9
per cent in 2011-12 and 7.4 per cent in 2012-13, it is still above
comfort levels. Moreover, WPI inflation in food articles that
averaged 12.2 per cent annually in the five years ending 2013-14,
was significantly higher than non-food inflation. Fortunately, the
upward trend of inflation that played a part in slowdown in growth,
savings, investment, and consumption, appears to have subsided.

Table 1 : Year on Year Inflation (per cent)

Year WPI
2011-12 894
2012-13 7.35
2013-14 598

CPI-IW  CPI-NS
839 -
10.44 1021
9.68 9.49

Source: Office of the Economic Adviser, Department of Industrial Policy and Promotion (DIPP), Labour Bureau, Central Statistics

Office (CSO).

Notes: WPIis wholesale price index; CPI- IW is consumer price index-industrial workers; CPI-NS is CPI-new series.
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Note: na: not available. IR: 1" Revised Estimates, 2R: 2" Revised Estimates, PE: Provisional Estimates.

a Third advance estimates.

b The Index of Industrial Production has been revised since 2005-06 on base (2004-05=100).

¢ Atend March.
d Average exchange rate (RBI's reference rate).

e Fiscal indicators for 2013-14 are based on the provisional actuals.

f Census 2011.
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Overview of India's Bop

The external sector witnessed a remarkable turnaround after the
first quarter of 2013-14, and the year ended with a CAD of 1.7 per
cent of GDP as against 4.7 per cent in 2012-13. After plummeting
to * 68.36 to a US dollar on 28 August 2013, triggered by the
expected taper of quantitative easing in the United States, the rupee
gradually strengthened and the year ended with the exchange rate
averaging ' 61 per US dollar in March 2014, owing to measures
taken by the government and the Reserve Bank of India (RBI).
Foreign exchange reserves increased by nearly US$ 40 billion
from US$ 275 billion in early September 2013 to US$ 314.9 billion
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on 20 June 2014. These developments on external account have
generated some optimism that the Indian economy is better
prepared to confront the challenges of global policy reversals,
including tapering of quantitative easing in the US. Improvement
is also observed on the fiscal front, with the fiscal deficit declining
from 5.7 per cent of GDPin 2011-12 to 4.9 per cent in 2012-13 and
4.5 per cent in 2013-14. Much of this improvement has been
achieved by reduction in expenditure rather than from increased
revenue. Nevertheless, the corrections in fiscal and current
account deficits augur well for macroeconomic stabilization.

Table 3: BoP (LIS § million)
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Sowrce © Reserve Tlank of Tndia (RET).

Notes -

Foreign Exchange Reserves

Change in foreign exchange reserves can be decomposed into
change in reserves on BoP basis and valuation changes in the assets
held by the RBI, which are denominated in US dollars. As againsta
reserve accretion of US$ 15.5 billion on BoP basis as at end March

FR: parrially revised; P; preliminary,

2014, foreign exchange reserves in nominal terms increased by
only US$ 12.2 billion as there was a valuation loss in the non-US
dollar assets held owing to cross-currency movements and the
decline in gold prices. As at end May 2014, foreign exchange
reserves stood at US$ 312.2 billion (Table 4).

Table 4 : Surmmary of Changesin Foreign Exchange Reserves

(USs billions)

5.No, Year Foreign Total increasel+ Increasef+}/ Increasel+)f
[at end exchange decreasef) decreasef) in decrease () in
March} raservas in resarves over reserves on raserves dua to
previous year BoP basis valuation effect
1 2008-09 25210 (-357.7 (32001 (-)37.6
= | Z009-T0 EELA (R [EIRE] =137
3 | 20T0-TT RIVER [EN [N (HI126
4 .| 20TI-1Z LT [ [STI R (R
5 | Z0T2-13 20710 (B [C R =162

Source : RBJ
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India's Services Sector

Services in India are emerging as a prominent sector in terms of
contribution to national and states' incomes, trade flows, FDI
inflows, and employment.

Services GDP

Services constitute a major portion of India's GDP with a 57 per
cent share in GDP at factor cost (at current prices) in 2013-14 —an
increase of 6 percentage points over 2000-01. Including
construction, the share is 64.8 per cent. The CAGR of services-
sector GDP at 8.5 per cent for the period 2000-01 to 2013-14 has
been higher than the 7.1 per cent CAGR of overall GDP during the
same period.

In 2013-14 the growth rate of the services sector at 6.8 per
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cent is marginally lower than in 2012-13. This is due to
deceleration in the growth rate of the combined category of trade,
hotels, and restaurants and transport, storage, and communications
to 3.0 per cent from 5.1 per cent in 2012-13, despite robust growth
of financing, insurance, real estate, and business services at
12.9 per cent. Construction, a borderline services inclusion
which has not been performing well since 2012-13, grew by only
1.6 percentin2013-14.

Sub-sector-wise, banking and insurance (11.8 per cent) and real
estate, ownership of dwelling, and business services (10.0 per
cent) were the best performers in terms of growth rate in 2012- 13
and the performance of railways (0.3 per cent) followed by hotels
and restaurants (0.5 per cent) was the lowest (Table 5).

Table 5 : Share and Growth of India’s Services Sector (at factor cost)

2000-01 201-12% 201217 2013
1

Trade, hotels, & restaurants 145 (5.2) 174 (1.2} 17.2 (4.5) 24,0 (3.08
Trade 13.2 (5.0) 15.9 (1.0} 15.8 (4.8)

Hotels & restaurants 1.3 (7.0} 1.5 (3.8) 14 (0.5) -
Transport, storage, & communication 7.6 (9.2) 7.3 (9.4) 7.5 (6.0) —
Railways 11 (81) 07 (7.5 0.8 (0.3) =
Transport by other means 50 {7.7) 5.4 (8.6) 5.6 (6.6) —_
Storage 01 (61) 0.1 (28) 01 (8.6) —
Communication 1.5(25.0} 11 11 (6.5) -

{11.2)

Financing, insurance, real estate, & business services 14,1 {3.5) 16.5(11.3) 17.2 (10.9) 18.5(12.9)
Banking & insurance 5.4(-2.4) 5.7{12.9) 5.9 {11.38) —
Real estate, ownership of dwellings, & business services 87 (7.5) 10.7 (3.9} 114 (10.0) —
Community, social, & personal services 14.7 {4.6) 13.8 (4.9} 143 (5.3) 14.5 (5.6)
Public administration & defence 6.5 (1.9) 5.9 [4.2) 6.0 (3.4) -
Other services 8.2 (7.0 7.8 (5.4) 8.2 (6.8) —
Construction 6.0 (6.1} B.2{10.8} 81 (L1) 7.8 (1.6}
Total services 51.0 (5.1) 54.9 (6.6) 56.3 (7.0} 57.0 [6.8)
Total services (including construction) 57.0 (5.2) 631 (7.1) 644 (6.2) 64.5 (6.2)
Total GDP 100.0 (4.1) 1000 (6.7) 100.0 (4.5) 100.0 (4.7)

Source: Central Statistics Office (CSO).

Notes  Shares are in current prices and growth in constant prices; Figures in parentheses indicare groweh vate;® firse
revised  estimates, @ second revised estimates, ** provisional estimate; # includes the combined share
and growth of trade, hotels, & restaurants and transport, storage, & communication for 20134,
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