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F ECONOMIST,

The monetary policy review scheduled to
| takeplace on Tuesday has been preceded
" byapromising setof numbers-thoseper-

taining to both gross domestic product

(GDP) and inflation. The GDP data re-

vealed that consumption has grown ata

healthy pace and the inflation data sug-

gested that the numbers are unlikely o

skyrocket any time soon, according fo

HDFC Bank chief economist Abheek

Barua. In an interaction with Pranay

Lakshminarasimhan, Barua gave FE

his take on both setsof data, global and

domestic commodity prices and his view
on what the Reserve Bank of India (RBI)
will do in its monetary policy review on

Tuesday Excerpts...

What was yourtake on the GDPdata
announced recently?
Ithinkthenumbers wereinline with
expectations. My take is that the data
suggests a gentle recovery. We thought
investments would come in higher but
henestly, there has beenaderailment of
private investment over the past four
five months because at that fime there
was some news that projects had start-
edstallingagain. See, thegovernment's
capital spending is notenough to cover
for any kind of weakness in private in-
vestment. They have showna high con-
sumption number and I think that will
continue along with rural consump-
tion. Isee us hitting the 8% level by the
end of the current fiscal year and kind

of staying there.

What do you make of the trend in
inflation?

Inflation trend is moreaplay on food
prices and what moves up and down.
Core inflation is slightly higher than
expected, but I don't think there is any
major threat in terms of core inflation.
So given all that, inflation will be
around 5% if global commodity prices
don't move up sharply, which it is un-
likely to. But I don't think we will get to
the2% numberinahurry.

What about domestic commodity
prices? Do you see them rising
given that the forecast for the
monsoon this year is extremely pos-
itive?

Thave seen many monsoonforecasts

Expect GDP to hit 8% by fiscal-end

inthepast. So, Ithinkthereareother is-
sues tobedealt with, Firstof all, excess
maonsoon can have a negative impact.
Veryheavy rains, especially in theeast,
would damage crop to a great extent.
Whatwehavesofarsuggeststhatlarge-
ly southern India and parts of north-
ern India will receive the ideal amount
of rain for a good harvest. But other
partsof the country may receivealittle
extra. Sowe will haveto see how all this
pansout butif itdoes this way, wecould
seeanimpacton pricesof pulses,

You mentioned that the GDP data
showed a positive trend in consump-
tion. What about manufacturing?

Manufacturingisstillmuted. Broad-
Iy, I think manufacturing will stay at
these 9% levels, where softening in val-
ue addition will be offset by a genuine
rise in volumes.

What doyouthink the RBI willdoin
the monetary policy review this
time?

Ithink the REI's current focus is on
liguidity and it has been infusing
huge amount of lignidity in the sys-
tem. This vear so far we have had
around Rs 70,000 crore of liguidity ad-
dition. It doesn't really matter
whether it cuts rates or not, because
the improvement in liguidity could
pushafaster transmissionof ratecuts
that havealready happened.”



