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Key Issues of Concern

A Much quicker than expected recovery after global Cr
A Then, a drawout slowing down of the economy

A Recovery in output growth was sharp, but that in the
pace of investment was not as pronounced.

However, data shows that GFCF (peak 32.9% 1r03)07
was 31.7% on both 2009 and 201:Q21. Now around 30%

A High inflation, persistence of large financing gaps in
Central government and a much larger than desirabl
expansion in CAD have surfaced

All of these are unwelcome developments
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Quarterly GDP Growth Rates

Recovery
far more
rapid than
expected,
followed by
unexpected
deep &
persistent
slowing of
growth
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Quarterly Investment Rates

Fixed
Investment
slowed a
bit, but not
by that
much.
More so In
recent
period
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A Impact of high and persistent inflation is
strongly negative for growth.

A The sharp pick up in inflation into double digit
levels lasting three years has resulted in

Lower corporate margins
Eroded real disposable income of consumer
Tightened monetary policy

A Political problems in recent years made matte
worse
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Manufactured goods

Surge in
food prices
—_ feadine iIn 2009 due

mostly to
the weakest
monsoon in
28 years. It

became
generalized
later. Some
easing seen
now
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The Break-out in Savings &
Investment Rates as % GDP
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Variability & Shifts in GDP growth

Growth an
outcome of
multiple
factors.
Hence,
plenty of
variability
but this has
reduced In
recent years
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Structur al C h

A Massive change in policy framework-p89i

A Large shifts in investment rates, including fixe
capital formation

A Counterpart change in domestic savings rates
A Lower inflation

A Large changes in midaevel elements in
corporate character, banking & in markets

A Larger private capital flows stabilized the BoP
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Components of Savings

H/hold
savings has
settled at 23 to
25%. Fall in
public sector
savings main
factor in
pushing
savings down
savings rate.
Weaker co.
profits
contributed
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Aggregate Investment picture

1. Investment
has shifted
massively

2. Presently,
GDCF still
substantial
at ~35% of
GDP. But
this is a bit
misleading
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The Fixed Investment Picture

Because
disposition
of that
Investment
IS less
helpful to
lifting
growth.
But it is
still in the
breakout
region
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Fixed InvestmenWhere is the fall?

I Pvt Corp Sector —A— Public Sector Household Sector
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decline in
private
AN, corporate
Arh Aha sector,
\ but also a
] marginal
I one in the
| public
sector

2001-02 NN |

1997-98
1999-00
2003-04
2005-06

2007-08
2011-12

14



Inclusion Issues



Rate of Decline in Poverty Ratio

Comparison of two time periods

Per annum Rate of Decline in Poverty Rati
Urban

2004-05 10 2009-10

2004-05 to
2009-10

1993-94 to 2004-05

1993-94 to
2004-05

minus 50% minus 20% plus 10% plus 40% plus 70% plus 1008 minus 50% minus 20% plus 10% plus 40% plus 70% plus 100%
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Rate of Decline in Poverty Ratio

As per cent of previous period Poverty Ratio
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Rate of Increase in MPCE (URP)

Two periods 1993/94 to 2004/05 and 2004/05 to 2011/12

B 1993-94 to 2004-05
W 2004-05 to 2011-12
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Path towards restoring 8%+
GDP growth rate
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A Between 2007/08 and 2011/12, the rate of fixed
Investment has dropped.:

By about 3 percentage points of GDP overall
By the 4 percentage points for the private corporate sector

A Basic challenge is therefore to create conditions whe
this slippage is remedied in the next two years.

A To do this we need supportive policy, timely deeision
making and effective & streamlined implementation ¢
these decisions
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