GDP TU REFLECT ROBUST FALTORY ACTIVITY

At 7.8%, December
[IP Growth Zooms

to over Two-yr High

Strong performance
of manufacturing cos,
GST rejig, low-base
effect boost numbers

Our Bureau

New Delhi: India’s industrial
output climbed to a 26-month
highof 7.8% year-on-year in De-
cember, driven by manufactu-
ring activity, goods and services
tax (GST) rationalisation and
alow-base effect, officialdata
released Wednesday showed.
Strong performance of manu-
facturing companies during
the October-December period
will be reflected in gross do-
mestic product (GDP) num-
bers, economists said. The In-
dex of Industrial Production
(IIP) had expanded 7.2%
in November 2025 and
3.7% in December 2024,
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It expanded 0.5% in October
last year.

“The growth was largely dri-
ven by the manufacturing out-
put, likelv aided by restocking
postthefestive season, even as
the growth in India’s non-oil
exports was sluggish in the
month,” said Aditi Nayar, chi-
ef economistat ICRA.

Manufacturing output rose
8.1% I December, easing
slightly from 8.5% in Novem-
ber.

In September, the GST Coun-
cil approved a two-slab structu-
re of 5% and18%, lowering ra-
teson several household items.

The strong performance of
manufacturing companies in
the third guarter will be reflec-
tedin the GDP, said Bank of Ba-
roda chief economist Madan
Sabnavis.

Factory output hit a six-quar-
ter high of 5.2% in the October-
December period.

“This, along with a deflationa-
ry wholesale price index (WPI),
implies a strong ndustrial

GVA (gross value added) du-
ring Q3FY26, boosting GDP
orowth,” said Paras Jasrai, as-
sociate director, India Ratings
and Research (Ind-Ra).

Official GDP data for the third
quarter isscheduled to berelea-
sed on February 27,

Amongother sectors, electri-
city generation surged to ani-
ne-month high of 6.3% in De-
cember, while mining output
touched an 18-month high of
6.8 %,

“Revival in mining and elec-
tricity is a positive sign as it
goes along with a buovant bu-
siness environment,” noted
Sabnavis.

Within the manufacturing
sector; the fastest-growing in-
dustrieswere computers, elec-
tronic and optical products
(34.9%), motor vehicles, trai-
lers and semi-trailers (33.5% )
and other transport equip-
ment (25.1% ).

All six use-based sectors
grew in December. Consumer
durables posted the strongest
expansion, rising to a 13-
month high of 12.3%, followed
by infrastructure/construc-
tion goods at12.1%, and consu-
mer non-durables increasing
toa26-month high of 8.3%.

“The growth in consumer du-

rables suggest that nventories
both with wholesaler and ma-
nufacturer have exhausted and

according to the manufactu-
rer’s assessment, the demand is
likely tocontinue,” said Jasrai.

Capital goods output rose
81%, while intermediate and
primary goods  recorded
growth of 7.5% and 4.4%, re-
spectively.

OUTLOOK

Ind-Ra expects IIP growth to
moderate to around 5% in Ja-
nuary, due to a high base ef-
fect, whileICRA projects6-7%.

“It does look like that the in-
dustrial sector is on a positive
trajectory with momentum
being maintained which was
observed in November,” said
Sabnavis.

Bank of Baroda expects IIP
growth to average around
4.5-5% for FY26 if the trend is
maintained. For the firstnine
months, it was 3.9%. Jasrali,
however, cautioned that fac-
tory output growth has been
observed to grow more than

% for a few quarters before
fizzling out, and added that
the new IIP series with FY23
as thebase vear will provide a
truer picture of industrial
production.



