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Putting a spoke in the growth cycle?
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NEW DELHI: As the government
scrapped 86.9% ofthe currencyin
circulation in one go in Novem-
ber last year, critics said that it
will put a spoke in the growth
cycle, sending shock waves
through an economy largely
dependent on cash.

But government data showed
thatdespite some economic pain
last year, it is now well-poised to
reboundin 2017-18.

While economists and experts
sparred over the extent of the
damage to Asia’s third largest
and world’s fastest growing
emerging nation, many believe
demonetisation crimped eco-
nomic activity in some sectors.

“Anecdotal evidence shows
the formal sector was hurt to
some extent. Butitis theinformal
sectorthathasbeenimpactedthe
most. We still don’t know the
extent of impact,” said Pronab
Sen, the country’s former chief
statistician. Sen, also a former
chairmanofNational Statistical
Commission, said thatactivityin
the construction sector, whichis
the second-biggest employer

after agriculture, was halted after
demonetisation. Trade and hotels
werealso hurt.

The CSO estimated growth
will slow to 7.1% in 2016-17 from
7.9% the previous year. Sen con-
tested the estimates, saying
growth could have slowed t06.5%
if not more, when the informal
sectordatacomesin.

IMFinitsfirst assessmentlow-
ered India’s growth forecast to
6.6% for 2016-17, citing the impact
of noteban. As warned by econo-
mists, industrial growth alsofal-
tered. Output fell in two of the
four months between November
and February. Aseconomicactiv-
ity slowed, demand contracted
andloweredinflationtoanaver-
age 3.5% between Novemberand
March 2017, asfarmerssold their
wintercropat throwaway prices.

But prices have started rising
as Indians got back new cash.
“Bypassing therisk of slowdown
post-demonetisation, the econ-
omyisestimated togrowat7.1%
in FY17, according to CSO. This
number would be met...as Q4
growth would be in the same
range,” said Madan Sabnavis,
chiefeconomist of Care Ratings,
aunitof Fitch.

How the economy fared

Government data shows India weathered the
demonetisation well and is on the revival path
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