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Key Issues of Concern 

ÅMuch quicker than expected recovery after global Crisis 

ÅThen, a drawn-out slowing down of the economy 

ÅRecovery in output growth was sharp, but that in the 

pace of investment was not as pronounced.  

× However, data shows that GFCF (peak 32.9% in 2007-08) 

was 31.7% on both 2009-10 and 2010-11. Now around 30% 

ÅHigh inflation, persistence of large financing gaps in 

Central government and a much larger than desirable 

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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Inflation added disruption é 

ÅImpact of high and persistent inflation is 
strongly negative for growth.  

ÅThe 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 

ÅPolitical problems in recent years made matters 
worse 
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Inflation for 36 months é 

Surge in 

food prices 

in 2009 due 

mostly to 

the weakest 

monsoon in 

28 years. It 

became 

generalized 

later. Some 

easing seen 

now 

Inflation Measures

-5%

0%

5%

10%

15%

20%

25%

A
p
r-

0
7

J
u
l-

0
7

O
c
t-

0
7

J
a
n
-0

8

A
p
r-

0
8

J
u
l-

0
8

O
c
t-

0
8

J
a
n
-0

9

A
p
r-

0
9

J
u
l-

0
9

O
c
t-

0
9

J
a
n
-1

0

A
p
r-

1
0

J
u
l-

1
0

O
c
t-

1
0

J
a
n
-1

1

A
p
r-

1
1

J
u
l-

1
1

O
c
t-

1
1

J
a
n
-1

2

A
p
r-

1
2

J
u
l-

1
2

O
c
t-

1
2

J
a
n
-1

3

Manufactured goods

Primary Food

Headline



7 

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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Structural changes é 

ÅMassive change in policy framework post-1991 

ÅLarge shifts in investment rates, including fixed 

capital formation 

ÅCounterpart change in domestic savings rates 

ÅLower inflation 

ÅLarge changes in micro-level elements in 

corporate character, banking & in markets 

ÅLarger private capital flows stabilized the BoP 
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Savings rate moves into new levels 

Clear and 

meaningful 

shift in 

domestic 

savings 

rates 

Savings Rate
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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 

Investment Rate
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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 

Fixed Investment Rate
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Fixed InvestmentðWhere is the fall? 

Largest 

decline in 

private 

corporate 

sector, 

but also a 

marginal 

one in the 

public 

sector 
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Inclusion Issues 
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Rate of Decline in Poverty Ratio 

Comparison of  two time periods 

Per annum Rate of Decline in Poverty 
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Rate of Decline in Poverty Ratio 

R UR AL
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Rate of Increase in MPCE (URP) 
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Path towards restoring 8%+ 

GDP growth rate 



20 

Issues therefore are é 

ÅBetween 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. 

ÅBasic challenge is therefore to create conditions where 

this slippage is remedied in the next two years.  

ÅTo do this we need supportive policy, timely decision-

making and effective & streamlined implementation of 

these decisions 




