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(Round 57)*

This article presents the survey findings of Industrial
Outlook Survey conducted for January-March 2012
quartes; the 57" vound in the series. It gives an assessment
of business situation of companies in manuficturing sector,
for the quarter Januwavy-March 2012, and their
expectations for the ensuing quarter April-June 2012.
The survey vesults showed an improvement in demand
conditions in Indian manufacturing sector for January-
March 2012; however, a slight moderation is expected for
April-June 2012. In case of financial conditions,
marginal improvement was observed for both the quarters
under veview. The Business Expectation Index, n measure
that gives o single snapshot of the industrial outlook in
each study quartes, increased to 114.9 from 110.1 for the
assessment quarter but declined to 116.8 from 117.2 for
the expectation quarter; howevey, it remains well above
100, the threshold that separates contraction from
expansion.

Highlights

e The demand conditions based on production,
order books, capacity utilisation (CU), imports and
exports showed some improvement in the
assessment quarter as compared with the previous
quarter, based on the Net Responses'. However,
the net responses declined marginally for the
expectation quarter. The survey indicated slight
improvement in employment outlook. Majority
of respondents reported maintaining an average
level of inventories (raw material and finished
goods) in both the assessment and expectation
quarters.

e  Assessment of overall financial situation improved
in the current quarter after a steady decline in the
last four quarters. Net response on availability of

* Prepared in the Division of Enterprise Surveys of Department of Statistics
and Information Management. The previous article on the subject based
on the 56" survey round (October-December 2011) was published in
February 2012 Bulletin.

! Net Response is the difference of percentage of the respondents reporting
an increase and that of reporting decrease.

finance followed a similar trend. The survey
showed that the pressure from the cost of external
finance and cost of raw material was persistent.
However, the percentage of respondents reporting
further increase in costs declined to some extent.
Similarly, net response on profit margin continued
to be negative, even with some improvement in
the percentage of respondents reporting increased
profit margin during the assessment quarter.

e Industry-wise breakup shows that majority of
industry groups have positive sentiments in
demand conditions and financial conditions in
the assessment quarter. However, in ‘Cement’ and
‘Fertilisers’ industries’ optimism level for demand
conditions declined.

e  Size-wise breakup shows higher optimism in
demand conditions and financial conditions across
all size groups.

I. Introduction

The Reserve Bank of India has been conducting
the Industrial Outlook Survey (IOS) on a quarterly basis
since 1998. The Survey gives insight into the perception
of the public and private limited companies engaged
in manufacturing activities about their own performance
and prospects. The assessment of business sentiments
for the current quarter and expectations for the ensuing
quarter are based on qualitative responses on 20 major
parameters covering overall business situation,
financial situation, demand indicators, price, profit
margins and employment situation.The survey
provides useful forward-looking inputs for policymakers,
analysts and business alike.

II. Data Coverage and Methodology
IL1 Sample Size

The sample covers a panel of about 2,000 public
and private limited companies, mostly with paid-up
capital above ~ 5 million in the manufacturing sector.
The fieldwork for the survey was carried out by an
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agency during mid-January to mid-March 2012. The
panel of respondents is kept uniform to the extent
possible with periodic updating in the case of addition
of new companies or exclusion of closed/merged
companies. The sample is chosen so as to get a good
representation of size and industry.

IL.2 Response to the Survey

The survey elicited response from 1,234 (response
rate around 61%) manufacturing companies.

I3 Survey Schedule’

The survey schedule consists of mainly qualitative
questions containing five blocks and the target
respondents are senior management personnel or
finance heads of the companies.

III. Survey Findings
II.1 Demand Condition

The survey collects perceptions of the Indian
manufacturers about prominent demand-related
parameters, namely, Production, Order Books, Capacity
Utilisation, Inventory, Exports and Imports.

111 1.1 Production

The net response favouring higher production in
assessment quarter improved for the second consecutive
quarter after declining in the previous three quarters,

Chart 1: Production
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However, it remained well below the peak observed in
03:2010-11.The net response declined for the
expectation quarter (Table 1, Chart 1).

II1. 1.2 Order Books

The net response on order books also showed a
similar trend (Table 2, Chart 2).

II1.1.3 Pending Order

The pending order position was at normal or below
normal for most of the companies in assessment

Table 1: Assessment & Expectations for Production

(Percentage responses)#

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter

response Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 40.9 18.3 40.8 22.6 38.5 16.1 45.5 22.4
Oct-Dec 09 1,256 44.0 15.2 40.8 28.9 46.0 11.0 43.0 35.0
Jan-Mar 10 1,079 49.0 12,5 38.5 36.5 48.8 8.8 423 40.0
Apr-Jun 10 1,092 48.4 13.0 38.6 35.4 45.8 9.9 443 359
Jul-Sep 10 1,403 51.6 11.6 36.8 40.0 49.7 9.4 40.9 40.2
Oct-Dec 10 1,561 53.9 10.0 36.0 43.9 55.9 6.8 37.3 49.1
Jan-Mar 11 1,524 52.1 10.7 37.1 41.4 55.4 6.8 37.7 48.6
Apr-Jun 11 1,504 47.8 15.7 36.5 32.1 49.1 9.1 41.8 40.0
July-Sep 11 1,528 40.8 183 40.9 22.6 49.6 9.0 41.5 40.6
Oct-Dec 11 1,450 42.2 16.9 41.0 253 49.5 9.5 41.0 39.9
Jan-Mar 12 1,234 45.6 12,5 41.9 33.1 49.8 9.5 40.7 40.4
Apr-June 12 45.4 10.6 44.0 34.7

# Due to rounding off percentage may not add up to 100. This is applicable throughout the article.

‘Increase’ in production is optimistic.

2 The survey schedule has been provided in the article Quarterly Industrial Outlook Survey: October-December 2011 (Round 56) in February 2012 Bulletin.
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Table 2: Assessment & Expectations for Order Books

(Percentage responses)#

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response
Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 38.2 17.7 44.1 205 355 18.7 4538 16.8
Oct-Dec 09 1256 395 13.6 46.8 259 435 112 453 323
Jan-Mar 10 1,079 435 11.6 449 319 44.8 9.1 46.1 35.8
AprJun 10 1,092 4138 10.5 477 313 423 8.9 4838 33.4
Jul-Sep 10 1,403 45.4 93 453 36.1 44.4 8.1 475 36.3
Oct-Dec 10 1561 469 9.1 44.0 37.9 49.8 5.1 45.1 44.8
Jan-Mar 11 1524 44.8 10.1 452 34.7 49.6 5.6 44.8 440
AprJun 11 1,504 425 14.4 43.0 28.1 459 75 46.6 38.4
July-Sep 11 1528 379 17.6 445 203 45.4 9.4 452 359
Oct-Dec 11 1,450 36.9 18.5 44.6 18.4 43.5 10.1 46.4 33.4
Jan-Mar 12 1234 389 14.1 47.0 24.8 423 11.0 46.7 313
Apr-Jun 12 39.3 9.8 50.9 29.5
‘Increase’ in order books is optimistic.
uarter and is expected to remain there in the
q P Chart 2: Order Books
expectation quarter (Table 3, Chart 3).
-60
II1.1.4 Capacity Utilisation (CU)
L 45
The survey collects views of manufacturing
companies on changes in CU level (increase/decrease / 0 g
L’
no change) for the main product, level of CU compared 5
u
with the average in the last four quarters (above normal/ g
below normal/normal); and assessment of production N N EE———
capacity with regard to expected demand in the next
six months (more than adequate/less than adequate/ [
adequate).
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but declined for expectation quarter consistent with

Table 3: Assessment & Expectations for Pending Orders

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response

Below Normal | Above Normal| Normal| Netresponse| Below Normal| Above Normal| Normal | Net response
Jul-Sep 09 1,180 21.1 3.7 75.2 17.4 22.9 3.8 73.4 19.1
Oct-Dec 09 1,256 17.1 5.6 77.3 11.6 15.2 4.2 80.6 11.0
Jan-Mar 10 1,079 155 6.7 77.8 8.8 12.2 6.5 81.3 5.7
Apr-Jun 10 1,092 14.3 7.4 783 6.9 12.9 6.4 80.7 6.5
Jul-Sep 10 1,403 12.0 6.9 81.1 5.1 11.4 73 813 42
Oct-Dec 10 1,561 11.6 7.6 80.8 3.9 8.8 7.3 83.9 1.5
Jan-Mar 11 1.524 12.5 6.9 80.6 5.5 9.8 8.1 82.1 1.7
AprJun 11 1,504 133 6.7 80.0 6.5 10.4 6.6 83.0 3.9
Jul-Sep 11 1,528 18.0 4.7 77.3 133 11.8 7.2 81.0 4.5
Oct-Dec 11 1,450 17.5 5.0 77.5 12.6 13.6 6.0 80.4 7.6
Jan-Mar 12 1,234 15.9 5.4 78.7 10.5 13.7 6.5 79.8 7.3
Apr-June 12 13.3 4.6 82.1 8.8

Pending Orders 'Below Normal' is optimistic.
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Chart 3: Pending Orders
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sentiments on production and order books (Table 4 ,
Chart 4).

II.1.5 Inventory of Raw Materials & Finished
Goods

Majority of the respondents (79 to 85 per cent)
have reported to have maintained the average level

Table 4: Assessment & Expectations for

Chart 4: Capacity Utilisation
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of inventory of raw materials and inventory of
finished goods in the assessment quarter as well as
expectation quarter (Table 5).The inventory position
is expected to remain broadly the same in the
expectation quarter.

II1.1.6 Exports and Imports

The survey signals a marginal improvement in the
sentiments for higher exports and imports for both the

Capacity Utilisation assessment and expectation quarters (Tables 6 & 7 and
(Percentage responses) # Charts 5 & 6).
Parameter Options Assessment | Expectations )
for Quarter | for Quarter Table 5: Assessment & Expectations for level of
Inventory (Raw material and Finish
ot [al| fan-] Apeit ventory (Raw material and shed goods)
Dec| Mar| Mar| June (Percentage responses) #
11 12 12 12
Parameter Options Assessment | Expectations
Capacity Increase 269 30.0| 345| 308 for Quarter for Quarter
Eltilisatiorzi ) No Change 569 56.7| 553| 584 oct Jan |
main product - - : -
Decrease 16.1| 13.3| 10.2| 109 Dec| Mar| Mar Jun
Net Response 10.8| 16.7| 243| 19.9 1 12 12 12
Level of Capacity | Above normal 12.7| 13.0| 13.6| 123 Invent‘olr el | Belo o e a >0 >4
Utilisation Normal 60.0| 71.3| 738| 766 maierd Average 785| 789| 827 845
(Compared to the Below Normal 18.3 15.7 12.7 11.1 Above average 14.4 14.0 12.3 10.1
average in last 4
quarters) Net Response 56| -2.6 0.9 1.2 Net Response 73| 69| 73| 47
Assessment of More than adequate 11.3| 11.4| 121| 113 Inventory of Below average 6.3 5.9 5.2 5.3
Proci; Capaility Adequate 802| 81.4| 805| 820 Finished goods Average 786 797| 828| 858
with regar
io expecgted Less than adequate | 85| 72| 74| 67 Above average 151 145| 120| 89
demand in next | Net Response 28| 43| 47| 46 Net Response 89| 86| 68| -37
6 months)

'Increase’ in Capacity utilisation is optimistic.
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Table 6: Assessment & Expectations for Exports

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response
Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 209 23.8 55.3 29 20.6 205 59.0 0.1
Oct-Dec 09 1,256 273 18.1 54.6 92 27.0 14.5 58.5 125
Jan-Mar 10 1,079 28.9 16.2 54.9 12.7 31.2 11.0 57.8 20.2
AprJun 10 1,092 20.1 13.7 57.2 153 30.0 115 58.5 18.5
Jul-Sep 10 1,403 31.8 11.8 56.5 20.0 30.8 10.1 50.1 207
Oct-Dec 10 1,561 34.4 114 54.2 23.1 34.4 83 573 26.1
Jan-Mar 11 1,524 32.1 132 54.7 189 34.4 8.1 575 263
Aprjun 11 1,504 31.8 13.6 54.6 18.2 33.4 9.4 57.1 24.0
July-Sep 11 1,528 28.7 15.7 55.6 13.1 35.1 9.2 55.7 258
Oct-Dec 11 1,450 26.8 153 57.9 115 327 106 56.8 22.1
Jan-Mar 12 1,234 27.8 13.6 58.6 142 20.0 10.4 60.6 18.6
Apr-Jun 12 30.1 9.4 60.5 20.7
‘Increase’ in exports is optimistic.
II1.1.7 Employment Situation Chart 5: Exports
45
Nearly three-fourth of the respondents reported
'no change' in their labour force in the assessment
quarter and the expectation quarter. However, the net %
response favouring higher employment increased -
E\/
marginally in both the quarters (Table &, Chart 7). g
o
o
II1.2 Financial Conditions — Ny ] &
\V/ 2
The survey assesses sentiments about financial
s , 15
conditions based on the parameters, viz., overall
financial situation, working capital finance requirement
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(excluding internal sources of funds), availability of
finance (both internal and external sources), cost of
external finance, cost of raw material, selling price and
profit margin.

Q1: 07-08
Q2: 07-08
Q3: 07-08
Q4: 07-08
Q1: 08-09
Q2: 08-0

9
1: 09-10

o
<
)
o
IS
Ql

Q4: 08-09

ol

Assessment

03: 09-10
04: 09-10

1: 10-11
02: 10-11

ol

Table 7: Assessment & Expectations for Imports

03: 10-11

4 10-11
Q1:11-12
Q2:11-12
03:11-12

al

—— Expectations

04:11-12
Q1:12-13

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter

response Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 21.8 14.0 64.2 7.8 17.0 12.4 70.6 4.6
Oct-Dec 09 1,256 23.3 103 66.5 13.0 213 9.8 68.9 11.5
Jan-Mar 10 1,079 25.5 8.4 66.1 17.1 23.4 6.5 70.1 16.9
Apr-Jun 10 1,092 27.7 6.8 65.6 20.9 229 5.9 71.2 17.1
Jul-Sep 10 1,403 28.6 6.6 64.7 22.0 27.0 5.4 67.6 21.7
Oct-Dec 10 1,561 27.3 6.4 66.3 20.9 27.3 5.1 67.6 22.2
Jan-Mar 11 1,524 27.0 7.1 65.8 19.9 26.7 5.4 67.9 213
Apr-Jun 11 1,504 25.0 7.4 67.6 17.6 25.1 6.2 68.6 18.9
July-Sep 11 1,528 23.3 7.6 69.2 15.7 25.1 6.1 68.9 19.0
Oct-Dec 11 1,450 20.8 9.3 69.9 11.6 23.1 6.2 70.7 16.9
Jan-Mar 12 1.234 22,5 8.0 69.5 14.4 23.0 7.5 69.4 155
Apr-Jun 12 22.4 6.7 70.8 15.7

‘Increase’ in imports is optimistic.
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Chart 6: Imports
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II1.2. 1 Overall Financial Situation

Overall financial situation showed an

improvement in assessment and expectation quarters
after successive declines in the last four quarters. The
net response for better financial situation in the
assessment quarter increased from 11.2 per cent to
18.5 per cent. The respondents also expected an
improvement in overall financial situation in the
ensuing quarter as the net response increased from
25.2 per cent to 27.7 per cent (Table 9, Chart 8).

Chart 7: Employment
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II1.2.2 Working Capital Finance Requirement
and Availability of Finance

The sentiment for working capital finance
requirement in the assessment quarter improved with
net response increasing from 33.3 per cent to 34.9 per
cent; however, a moderation in net response is
indicated for the expectation quarter (Table10).

The survey showed that the level of optimism on
‘availability of finance’ improved in both the assessment

Table 8: Assessment & Expectations for Employment Outlook

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response

Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 14.2 10.1 75.7 4.1 11.5 10.0 78.6 1.5
Oct-Dec 09 1,256 18.2 7.9 73.9 10.3 15.8 7.0 77.2 8.8
Jan-Mar 10 1,079 21.0 7.3 71.7 13.7 18.2 6.1 75.6 12.1
Apr-Jun 10 1,092 21.7 7.0 71.3 14.7 19.5 5.9 74.7 13.6
Jul-Sep 10 1,403 25.1 6.3 68.6 18.7 21.8 5.1 73.1 16.8
Oct-Dec 10 1,561 24.8 5.4 69.9 19.4 24.7 3.6 71.7 21.0
Jan-Mar 11 1,524 24.3 5.6 70.1 18.7 25.0 43 70.7 20.6
Apr-Jun 11 1,504 243 6.1 69.6 13.2 23.0 5.6 71.4 17.4
July-Sep 11 1,528 22,7 7.1 70.2 15.6 24.0 4.6 71.5 19.4
Oct-Dec 11 1,450 18.9 7.6 73.5 113 21.7 5.2 73.1 16.5
Jan-Mar 12 1,234 19.8 6.9 733 12.9 19.3 5.7 75.0 13.6
Apr-Jun 12 19.9 5.2 74.9 14.6

'Increase’ in employment is optimistic.
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Table 9: Assessment & Expectations for Overall Financial Situation

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response
Better Worsen No change | Net response Better Worsen No change | Net response
Jul-Sep 09 1,180 343 12,5 53.2 218 328 128 54.4 200
Oct-Dec 09 1256 38.8 9.3 51.8 295 405 7.0 525 335
Jan-Mar 10 1,079 423 6.5 513 35.8 443 5.0 50.6 393
Apr-Jun 10 1,092 39.1 6.9 54.0 322 41.6 5.3 53.1 36.3
Jul-Sep 10 1403 387 8.1 53.2 306 39.7 5.6 54.8 34.1
Oct-Dec 10 1,561 4238 5.7 51.5 37.1 449 53 49.7 39.6
Jan-Mar 11 1524 357 8.6 55.8 27.1 455 44 50.1 411
AprJun 11 1,504 345 10.4 55.0 241 38.6 5.2 56.1 33.4
July-Sep 11 1,528 27.8 16.0 56.2 11.7 37.4 6.8 55.7 30.6
Oct-Dec 11 1450 28.1 16.9 55.0 11.2 35.5 9.2 553 263
Jan-Mar 12 1234 304 11.9 57.8 185 353 10.2 545 252
Apr-Jun 12 35.7 8.1 56.2 27.7
‘Better’ Overall financial situation is optimistic.
and expectation quarters after declines in the last four . 1 Qipragi
P d Chart 8: Overall Financial Situation
quarters (Table 11, Chart 9).
60
II1.2.3 Cost of Finance
The perception about cost of finance remained s
negative for both the quarters under review. However, _
X
the percentage of respondents who experienced higher H
cost of finance over the previous quarter declined from &
. =1
53.4 per cent to 41.1 per cent in assessment quarter. 15 3
Correspondingly, share of respondents indicating 'No
change' increased (Table 12). A similar sentiment is =~ —— AN A U
expressed for the expectation quarter. \/
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Table 10: Assessment & Expectations for Working Capital Finance Requirement

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response

Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 31.2 7.4 61.4 23.8 32.3 6.0 61.7 26.3
Oct-Dec 09 1,256 35.2 6.4 58.4 28.8 34.7 4.3 61.0 30.4
Jan-Mar 10 1,079 35.8 5.3 58.9 30.5 36.8 4.0 59.2 32.7
Apr-Jun 10 1,002 34.7 4.8 60.5 29.9 31.9 43 63.8 27.7
Jul-Sep 10 1,403 35.6 6.3 58.1 29.3 35.2 4.1 60.7 31.1
Oct-Dec 10 1,561 41.3 4.1 54.6 37.1 38.4 3.6 58.0 34.8
Jan-Mar 11 1,524 41.0 4.1 54.9 36.9 40.7 3.0 56.3 37.8
Apr-Jun 11 1,504 41.1 5.4 53.5 35.7 37.4 4.4 58.2 32.9
July-Sep 11 1,528 36.8 5.7 57.4 31.1 38.7 5.1 56.3 33.6
Oct-Dec 11 1,450 38.9 5.7 55.4 33.3 38.4 4.2 57.5 34.2
Jan-Mar 12 1,234 40.0 5.1 54.8 34.9 38.0 4.2 57.8 33.8
Apr-Jun 12 36.2 4.3 59.6 31.9

‘Increase’ in working capital finance is optimistic.
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Table 11: Assessment & Expectations for Availability of Finance

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response

Improve Worsen No change | Net response Improve Worsen No change | Net response
Jul-Sep 09 1,180 28.0 8.8 63.2 19.2 27.0 10.4 62.6 16.6
Oct-Dec 09 1,256 30.3 72 62.5 23.0 31.7 5.6 62.7 26.1
Jan-Mar 10 1,079 32.1 6.4 61.5 25.7 33.7 4.5 61.8 29.2
Apr-Jun 10 1,092 323 5.9 61.8 264 31.2 4.4 64.4 26.8
Jul-Sep 10 1,403 32.6 6.0 61.4 26.6 32.9 4.4 62.7 285
Oct-Decl0 1,561 35.9 5.6 58.4 30.3 353 4.0 60.6 31.3
Jan-Mar 11 1,524 32.1 83 59.6 23.8 36.4 4.0 59.6 323
Apr-Jun 11 1,504 30.2 8.7 61.1 21.5 32.6 53 62.2 27.3
July-Sep11 1,528 24.0 12.0 64.0 12.1 30.0 5.8 64.2 24.2
Oct-Dec 11 1,450 24.1 13.7 62.2 10.4 28.7 85 62.7 20.2
Jan-Mar 12 1,234 26.1 10.3 63.5 15.8 28.2 9.1 62.7 19.0
Apr-Jun 12 29.9 7.0 63.1 229

‘Improvement’ in Availability of finance is optimism.

quarters (Table 13, Chart 10). However, the percentage

Chart 9: Availability of Finance
of respondents who experienced higher cost of raw

r45 . . . .
material declined marginally in the assessment quarter
and it is also expected to decline in the ensuing quarter.
% I11.2.5 Selling Price
Majority of the respondents (63-66 per cent) did
15

not report any change in selling prices during both the
quarters under review. Still, marginally higher
percentage of respondents assessed/anticipated an
increase in selling prices in the assessment/expectation
quarter (Table 14, Chart 11).

Net Response (%)
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The net response on profit margin continued to
—— Assessment ~—— Expectations
be negative but with some improvement in the
Table 12: Assessment & Expectations for Cost of External Finance
(Percentage responses) #
Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response
Decrease Increase No change | Net response Decrease Increase No change | Net response
Jan-Mar 10 1079 7.7 23.6 68.7 -15.9 6.8 25.1 68.1 -18.3
Apr-Jun 10 1092 7.0 28.9 64.0 -21.9 6.1 26.8 67.1 -20.6
Jul-Sep 10 1403 5.0 33.2 61.8 -28.3 5.7 29.0 653 -23.3
Oct-Decl10 1561 4.0 37.9 58.1 -33.9 3.8 32.1 64.2 -28.3
Jan-Mar 11 1524 3.5 46.0 50.6 -42.5 3.7 35.0 61.3 -31.3
Apr-Jun 11 1504 3.5 52.5 44.1 -49.0 3.9 38.9 57.1 -35.0
July-Sep 11 1528 35 53.7 429 -50.2 4.0 437 524 -39.7
Oct-Dec 11 1450 29 53.4 43.7 -50.6 3.4 44.4 52.2 -41.0
Jan-Mar 12 1234 3.8 41.1 55.1 -37.4 4.1 42.8 53.1 -38.8
Apr-Jun 12 9.9 32.6 57.6 -22.7

‘Decrease’ in cost of external finance is optimistic.
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Table 13: Assessment & Expectations for Cost of Raw Material

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response

Decrease Increase No change | Net response Decrease Increase No change | Net response
Jul-Sep 09 1,180 8.1 49.8 42.1 -41.7 8.7 35.8 55.5 -27.1
Oct-Dec 09 1,256 6.3 53.4 40.3 -47.1 5.0 434 51.6 -38.4
Jan-Mar 10 1,079 2.2 62.3 355 -60.2 3.6 47.9 48.5 -44.3
Apr-Jun 10 1,092 2.5 65.2 323 -62.7 2.2 50.8 47.0 -48.6
Jul-Sep 10 1,403 3.5 61.8 34.7 -58.3 2.7 52.0 45.2 -49.3
Oct-Dec 10 1,561 2.4 66.3 31.3 -63.9 3.3 52.6 44.1 -49.3
Jan-Mar 11 1524 1.7 73.7 24.6 -71.9 25 55.9 41.8 -53.6
Apr-Jun 11 1,504 4.5 70.0 25.6 -65.5 2.5 59.5 38.0 -57.0
July-Sep 11 1,528 53 63.3 31.4 -58.1 4.3 56.6 38.6 Bilog/
Oct-Dec 11 1,450 5.1 66.3 28.7 -61.2 3.7 53.4 42.9 -49.7
Jan-Mar 12 1,234 3.4 62.7 33.9 -59.4 4.0 54.1 41.9 -50.1
Apr-Jun 12 2.2 51.2 46.5 -49.0

‘Decrease’ in cost of raw material is optimistic.

percentage of respondents reporting increased profit

Chart 10: Cost of Raw Material margin during the assessment quarter (Table 15, Chart

77— 11— 11— 17710 12)
15 II1. 3 Overall Business Situation
+30 ¢ 1IL.3.1 Overall Business Situation
45 2 The net response on overall business situation
U
5 as perceived by the respondent companies, increased
L-60 “ .
for assessment and expectation quarters after a
s continued decline in the last four quarters (Table 16,
Chart 13).
L-90
0 X NNV DO OO0 O AN NN NN P P
R EEC2222203883332222R II1.3.2 Business Expectation Index (BEI)
5883588358830883a8835 , , _ ,
The Business Expectation Index gives a single
—— Assessment —— Expectations A 3 ., A
snapshot of the industrial outlook in each quarter. This
Table 14: Assessment & Expectations for Selling Price
(Percentage responses) #
Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 19.4 19.2 614 0.2 17.2 17.2 65.6 0.0
Oct-Dec 09 1,256 18.6 15.9 655 2.6 19.2 13.2 67.6 6.0
Jan-Mar 10 1,079 24.6 12.2 63.2 12.4 20.7 10.9 68.4 9.8
AprJun 10 1,092 293 12.0 58.6 17.3 224 9.1 68.5 133
Jul-Sep 10 1,403 28.0 14.2 57.8 13.8 244 9.2 66.3 15.2
Oct-Dec 10 1,561 302 10.0 50.8 202 25.7 8.7 655 17.0
Jan-Mar 11 1,524 35.7 9.2 55.1 265 26.7 8.1 65.2 18.6
AprJun 11 1,504 35.0 13.4 51.6 215 30.6 7.0 62.4 23.7
July-Sep 11 1,528 273 16.6 56.1 10.7 29.1 10.7 60.2 183
Oct-Dec 11 1.450 24.6 15.7 59.7 8.9 26.8 10.8 62.4 16.0
Jan-Mar 12 1,234 251 11.6 633 13.5 25.0 10.3 64.7 14.7
Apr-Jun 12 263 7.3 66.4 19.0

‘Increase’ in selling price is optimistic.
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Chart 11: Selling Prices
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index is computed as a weighted average of net
responses from all the industries on nine select
performance parameters where the weights are the
industry's share in Gross Value Added (GVA). The
selected parameters are Overall Business Situation,
Production, Order Books, Inventory of Raw Materials,
Inventory of Finished Goods, Profit Margin,
Employment, Exports and Capacity Utilisation. The
methodology for compilation of the BEI is given in the

Chart 12: Profit Margin
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article Quarterly Industrial Outlook Surveys: Trends
since 2001 published in October 2009 Bulletin.

BEI increased from 110.1 to 114.9 for the
assessment quarter even though it declined marginally
from 117.2 to 116.8 for expectation quarter (Table17
Chart 14). A value of BEI above 100 can be considered
as positive assessment/outlook on the business
sentiment.

Table 15: Assessment & Expectations for Profit Margin

(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter

response Increase Decrease No change | Net response Increase Decrease No change | Net response
Jul-Sep 09 1,180 16.9 32.0 51.1 -15.1 16.0 29.4 54.5 -13.4
Oct-Dec 09 1,256 18.1 28.0 54.0 9.9 20.2 23.0 56.8 2.8
Jan-Mar 10 1,079 21.7 24.6 53.9 2.9 21.1 20.1 58.8 1.1
Apr-Jun 10 1,092 20.2 25.0 54.9 -4.8 22.1 18.9 59.0 3.2
Jul-Sep 10 1,403 21.3 23.9 54.8 2%) 22.2 19.1 58.7 3.1
Oct-Dec 10 1,561 22.7 23.1 54.2 0.4 25.2 16.1 58.7 9.2
Jan-Mar 11 1,524 20.8 25.1 54.1 4.3 25.6 17.2 57.2 8.3
Apr-Jun 11 1,504 18.2 28.1 53.6 9.9 22.2 18.4 59.4 3.8
Jul-Sep 11 1,528 15.2 32.3 52.5 A7 22.0 19.5 58.5 25
Oct-Dec 11 1,450 15.2 325 52.4 75} 20.3 21.9 57.8 -1.6
Jan-Mar 12 1,234 17.5 28.7 53.8 =115 20.1 23.1 56.8 2.9
Apr-Jun 12 20.4 21.6 58.0 A2

‘Increase’ in Profit margin is optimistic.
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Table 16: Assessment & Expectations for Overall Business Situation
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(Percentage responses) #

Survey Quarter Total Assessment for Current Quarter Expectation for Next Quarter
response Better Worsen No change | Net response Better Worsen No change | Net response
Jul-Sep 09 1,180 39.3 13.0 47.7 26.3 38.8 14.6 46.7 24.2
Oct-Dec 09 1,256 46.0 10.1 43.9 36.0 47.2 7.4 45.4 39.8
Jan-Mar 10 1,079 50.5 7.4 42.1 43.1 50.4 5.5 44.2 44.9
Apr-Jun 10 1,092 47.8 7.1 45.0 40.7 47.3 6.1 46.6 41.2
Jul-Sep 10 1,403 46.7 8.0 453 38.7 47.6 6.2 46.2 41.5
Oct-Dec 10 1,561 51.4 5.5 43.1 45.9 52,5 5.1 42.4 47.4
Jan-Mar 11 1,524 46.0 7.4 46.6 38.6 54.2 4.1 41.8 50.1
AprJunll 1,504 428 10.1 47.1 32.6 47.0 5.6 47.4 41.4
Jul-Sep 11 1,528 34.1 15.4 50.5 18.7 46.6 6.8 46.6 39.8
Oct-Dec 11 1,450 35.2 17.5 47.3 17.7 43.1 8.0 48.9 35.2
Jan-Mar 12 1,234 37.8 11.3 50.9 26.5 43.6 10.0 46.5 33.6
Apr-Jun 12 43.0 8.1 49.0 34.9
'Better’ Overall Business Situation is optimistic.
I11.3.3 Industry-wise and Size-wise Analysis Table 17: Business Expectation Index
rter A men Ex ion
Most of the industry groups reported improved Quane e pedaTon
Index | Change| Change| Index| Change| Change
demand conditions and financial conditions. However, over|  over over|  over
in '‘Cement’ & 'Fertilisers’ industries, optimism level p:leu‘;'ftl: prev;,‘:: P;eu‘:f;: S
for demand declined as compared with the previous il
Jan-Mar 04 121.4 1.7 30| 1222 02 26
quarter (Table18). Aprjun 04 118.4 3.0 86| 1215 07 3.7
Jul-Sep 04 116.9 -15 26| 1200 15 29
Size-wise analysis shows that there was higher  octDeco4 1220 5.1 22| 1215 15 06
optimism level for demand conditions and financial f;r_l;g 8; Sig _2:; _éz; 335 ;; _éig
conditions across all the size groups (Table19). Jul-Sep 05 114.9 2.6 20( 1196 Ll 0.4
Oct-Dec 05 124.3 9.4 23| 1227 3.1 1.2
Jan-Mar 06 120.7 3.6 18| 1257 3.0 25
Apr-Jun 06 121.8 1.1 43| 1205 5.2 02
. . . . Jul-Sep 06 120.7 1.1 58| 1265 6.0 6.9
Chart 13: Overall Business Situation A 1239 3 o4l 1259 5 i
. Jan-Mar 07 127.7 3.8 70| 1265 1.2 08
Apr-Jun 07 115.8 -11.9 6.0| 1275 1.0 7.0
Jul-Sep 07 118.9 3.1 18| 1211 6.4 5.4
L 45 Oct-Dec 07 115.9 -3.0 -8.0 124.4 3.3 -0.9
Jan-Mar 08 122.8 6.9 49| 1186 5.8 79
Apr-Jun 08 116.2 -6.6 04| 1232 4.6 4.3
50 = Jul-Sep 08 113.4 2.8 S50 1221 -1.1 1.0
2 Oct-Dec 08 104.1 93 118| 1189 32 55
g, Jan-Mar 09 82.6 215 402| 1119 7.0 6.7
g AprJun 09 99.4 16.8 -16.8|  96.4 -15.5 -26.8
RN Jul-Sep 09 107.2 7.8 62| 1099 13.5 122
= Oct-Dec 09 112.8 5.6 87| 1164 6.5 25
Jan-Mar 10 118.5 5.7 35.9| 120.6 4.2 8.7
- - — o - — - —1 0 AprJun 10 115.9 2.6 165 119.8 0.8 234
U Jul-Sep 10 119.0 3.1 11.8| 1188 -1.0 8.9
Oct-Dec 10 122.8 3.8 100 12655 7.7 10.1
0 0V VRO O OO H NN NN M 15 Jan-Mar 11 122.0 0.3 3.5 125.9 -0.6 53
Erl il 23 ladgadaodddr iy AprJun 11 1163 5.7 04| 1219 -4.0 2.1
AR R R R R RR B M @SS § @ = Jul-Sep 11 109.4 6.9 97| 1215 0.4 2.7
e lielelelelyeiye iolielNe e olc o e e iiele elie el Oct-Dec 11 110.1 0.8 127 1188 2.7 7.7
— Assessment —— Expectations Jan-Mar 12 114.9 48 71| 1172 16 87
AprJun 12 116.8 04 5.1
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Chart 14: Business Expectation Index
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production level during the quarter January-March
2012. Major constraints reported are lack of domestic
demand, shortage of power, shortage of working capital
finance and shortage of raw material Industry-wise
break-up reveals that companies in four industry

Table 18: Assessment for Important Business Parameters according to Industries

(Net response in per cent)

Industry Name Production Order Books | Availability of Cost of Raw Cost of Profit
Finance Materials Finance Margin
Oct- Jan- Oct- Jan- Oct- Jan- Oct- Jan- Oct- Jan- Oct- Jan-
Dec Mar Dec Mar Dec Mar Dec Mar Dec Mar Dec Mar
11 12 11 12 11 12 11 12 11 12 11 12
Food products 42.6 41.2 33.0 31.2 13.1 224| -569| -505| -46.2| -250| -10.1 3.0
Textiles -1.6 7.5 71 0.0 6.4 Bhll -35.8 -44.7 -53.8 -42.1 -40.1 -26.7
Basic Metals & Metal products 18.1 204 13.5 21.7 9.3 171 650 61.1| -51.7| -39.0| -17.1 5.6
Electrical machinery 40.6 43.2 38.2 37.5 15.6 225| -66.7| -625| -463| -341| -11.6| -17.8
Other Machinery 22.0 36.2 19.5 22.6 10.2 17.7 -67.8 -66.0 -44.2 -39.1 -13.0 -18.9
(Non-electrical machinery) & Apparatus
Transport Equipment 30.9 49.4 233 37.5 15.8 16,5 -63.2| -60.8| -53.8| -438| -15.8 -6.3
Fertilisers 43.8 24.0 28.0 16.7 37.5 19.2 -71.9 -32.0 -50.0 -8.0 6.3 0.0
Pharmaceuticals & Medicines 38.4 43.4 28.4 B3 9.2 10.8| -68.7| -646| -59.8| -39.7| -10.1 -10.8
Basic Chemicals 25.0 35.8 25.0 30.9 20.0 155| -60.0| -62.9| -475| -372| -153| -11.6
Rubber & Plastic products 253 314 19.2 22.1 14.1 17.1| -50.0| -690.6| -56.8| -41.2| -241| -12.7
Paper & Paper products 22.0 44.4 5.6 40.6 4.9 25.0| -78.0| -52.8| -50.0| -55.6| -34.1 0.0
Cement 45.5 37.5 41.4 35.0 29 20.2 -88.6 -62.5 Bl -25.0 -8.6 12.5
Wood & wood products 12.5 46.7 18.8 21.4 10.5 25.0| -72.2| -68.8| -529| -375| -105| -125
Diversified companies 45.0 57.9 50.0 47.1 45.0 150 -65.0| -75.0| -444| -474 10.5 0.0
Other industries 26.2 27.5 21.2 26.8 9.2 23.5| -66.7| -64.4| -49.2| -31.7| -13.8 5.8
All Industries 253 33.1 18.4 24.8 10.4 158 -61.2| -59.4| -506| -374| -173| -11.3
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Table 19: Assessment for Important Business Parameters according to Size
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(Net response in per cent)

Size Production Order Books Availability of Cost of raw Cost of Finance | Profit Margin
Finance Materials
Oct- Jan- Oct- Jan- Oct- Jan- Oct- Jan- Oct- Jan- Oct- Jan-
Dec Mar Dec Mar Dec Mar Dec Mar Dec Mar Dec Mar
11 12 11 12 11 12 11 12 11 12 11 12
PUC-Wise Small 19.1 23.9 14.2 15.0 10.9 5.8 -05.9 -68.6 -36.9 -29.8 -18.2 21.1
Medium 24.9 33.8 17.6 255 10.6 18.9 -60.8 VD) -51.8 -39.0 -18.4 -10.0
Big 41.9 47.9 38.3 43.9 7.0 1.4 -57.6 -63.0 -57.0 -35.3 0.0 2.7
Annual Prod.-Wise | Small 19.4 243 14.9 16.8 8.7 13.0 -63.3 -65.2 -40.7 -30.8 -21.8 -18.3
Medium 27.8 44.1 20.5 32.9 14.5 13.6 -59.1 -51.4 -55.0 -39.1 14.8 0.0
Big 35.6 44.1 22.6 32.9 2.1 13.6 -61.6 -51.4 -66.0 -39.1 -11.2 0.0

Smaller companies (annual production less than ~1 billion /PUC less than ~10 million).
Medium companies (annual production between "1 billion to ~10 billion /PUC between ~10 million "1 billion)
Big companies (annual production above ~10 billion / PUC above "1 billion)

groups, viz, 'Textiles’, 'Transport equipments’, 'Basic
metals and metal products' and 'Food products’ felt

Table 20: Constraints for Attaining the Normal Production Level — Industry-wise

Production Constraint

more production constraints when compared with
other industries. (Table20).

No Yes

Count per cent Count per cent
Food products 46 46.5 53 53.5
Textiles 54 33.3 108 66.7
Basic Metals & Metal products 83 45.6 99 54.4
Electrical machinery 44 48.4 47 51.6
Other Machinery & Apparatus 73 51.0 70 49.0
Transport Equipment 35 43.8 45 56.3
Fertilisers 15 57.7 11 42.3
Pharmaceutical & Medicines 56 67.5 27 32.5
Basic Chemicals 58 59.8 39 40.2
Rubber & Plastic products 35 49.3 36 50.7
Paper & Paper products 18 50.0 18 50.0
Cement 14 58.3 10 41.7
Wood & wood products 11 68.8 5 31.3
Diversified companies 16 80.0 4 20.0
Other industries 60 57.7 53 53.5
All Industries 618 50.1 616 49.9
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Statement: Net Responses on assessment and expectations — year-on-year and quarter-on-quarter changes

(Per cent)
Sr. Parameter Optimism ASSESSMENTS EXPECTATIONS
A htten Net Response (%) Differences in Net Differences in
net response of Response (%) net response of
current quarter next quarter of
of current current survey
survey over over next quarter
current quarter of
of
= = = | < = = = )
S3al 2| 52| < 8 52|l o2l oa & S
So|l Bal| 8w 3 to|l Bal|l By = 2
E® 23| 8 2 S¥| 23| 28 3 &
8=l 58| 58 & & B g = &
53|/ S¢g| 538 = g g| <
O > a 7] a
Z
Jan-| Oct-| Jan-| (5)-(3)| (5)-(4)| Apr.-| Jan.-| Apr.-| (10)-(8)| (10)-(9)
Mar. Dec Mar. Jun.-| Mar.| Jun.12
11 11 12 11 12
(1) ) 3) (4) (5) (6) 7) &) 0| (10 (11) (12)
1 | Overall business situation Better 38.6| 17.7| 26.5| -12.1 88| 41.4| 33.6| 349 6.5 1.3
2 | Financial situation Better 27.1 11.2| 185 -8.6 73| 334| 252 277 -5.7 25
3 | Working capital finance Increase 36.9| 333 349 2.0 1.6 329| 338| 319 -1.0 -1.9
requirement
4 | Availability of finance Improve 23.8| 104| 158 -8.0 54| 273 19.0| 229 -4.4 3.9
5 | Cost of finance Decrease -42.5| -50.6| -37.4 5.1 132| -350| -388| -22.7 12.3 16.1
6 |Production Increase 4141  253| 331 -8.3 78| 400( 404 347 55 Y/
7 | Order books Increase 34.7 184 248 -9.9 64| 384 313 295 -8.9 -1.8
8 | Pending Orders, if applicable Below normal 5.5 126 105 5.0 2.1 3.9 7.3 8.8 49 1.5
9 | Cost of raw material Decrease 719 612 -59.4 12.5 1.8 -57.0| -50.1| -49.0 8.0 1.1
10 | Inventory of raw material Below average | -7.8 7.3 -6.9 0.9 0.4 3.3 7.3 4.7 -1.4 2.6
11 | Inventory of finished goods Below average | -0.5 -8.9 -8.6 2.1 03 -2.9 6.8 3.7 0.8 3.1
12 | Capacity utilisation (Main Product) Increase 27.4| 108| 167 -10.7 59| 240| 243 19.9 4.1 4.4
13 | Level of capacity utilisation Above normal | 4.9 -5.6 2.6 -7.5 3.0 4.4 0.9 1.2 3.2 0.3
(Compared to the average in
preceding four quarters)
14 | Assessment of the production More than 4.4 238 43 -0.1 1.5 5.0 4.7 4.6 -0.4 -0.1
capacity (With regard to expected adequate
demand in next six months)
15 | Employment in the company Increase 18.7 113 129 -5.8 1.6 17.4 13.6 14.6 -2.8 1.0
16 | Exports, if applicable Increase 189 115 142 -4.7 27| 240 186| 207 3.3 2.1
17 |Imports, if any Increase 19.9 11.6 14.4 5 2.8 13.9 15.5 15.7 3.2 0.2
18 | Selling prices are expected to Increase 26.5 89| 135| -13.0 46| 237 147| 19.0 -4.7 43
19 |Ifincrease expected in selling prices | Increase at 12.1 19.9( 207 8.6 0.8 9.6| 158 152 5.6 -0.6
lower rate
20 | Profit margin Increase 43| -173| -11.3 -7.0 6.0 3.8 2.9 -1.2 -5.0 1.7
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