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Economic activity lost momentum in
Jan 2022 following the emergence of
third Covid wave and associated
restrictions across many states

The adverse impact was concentrated
in indicators of contact-intensive
services, mobility and payments,
whereas the industrial sector appeared
relatively unscathed

As the third wave ebbs rapidly and
restrictions are lifted, the early data for
Feb 2022 portends a quick rebound

ICRA LIMITED

The emergence of the third wave of the Covid-19 pandemic in India and resultant state-wise restrictions temporarily interrupted the
momentum of economic activity in January 2022, as evidenced by the deteriorating year-on-year (YoY) performance of a majority of the high
frequency indicators, relative to December 2021. While the performance in January 2022 on a month-on-month (MoM) basis was mixed, the
adverse impact was largely concentrated in contact-intensive services, mobility and payments. Encouragingly, the industrial sector indicators
appeared relatively insulated from the third wave, with a sequential rise in coal and auto output, and electricity and a very mild dip in GST e-
way bill generation. Moreover, the early data for February 2022 suggests a quick rebound in the non-agri non-government component of
economic activity, given the pick-up in generation of GST e-way bills, electricity demand, fuel sales, etc. following the easing of restrictions.

The YoY performance of 10 of the 16 high-frequency indicators deteriorated in January 2022 compared to December 2021 (refer Exhibit 1).
These include motorcycle production, domestic airlines’ passenger traffic, fuel consumption, generation of GST e-way bills, non-oil merchandise
exports, electricity generation, ports cargo traffic as well as aggregate deposits and non-food credit of scheduled commercial banks. In contrast,
the performance of Coal India Limited (CIL), passenger vehicles (PVs) and scooters production, finished steel consumption, vehicle registrations
and rail freight recorded an improvement in January 2022, relative to the previous month, in spite of the third wave and the associated restrictions.

In MoM terms, half of the 14 non-financial indicators posted a decline in January 2022, dominated by contact-intensive sectors, and indicators
of mobility and payments (refer Exhibit 2). There was an expected steep fall in domestic airlines’ passenger traffic, an immediate fallout of the
surge in infections and travel curbs. The decline was moderate for fuel consumption and vehicle registrations, and modest for non-oil exports and
GST e-way bills. Among the financial indicators, FASTag toll collections and retail payments eased in January 2022, while the monthly mobility for
retail and recreation slipped below the baseline level following the impact of state-wise restrictions triggered by the third wave (refer Exhibit 5, 6
and 7). However, indicators such as the output of CIL and automobiles, as well as electricity generation registered MoM growth in January 2022,
which suggest that the third wave was not hugely disruptive for the industrial sector. We expect the growth of the Index of Industrial Production
(IIP) to rise to 1-2% in YoY terms in January 2022 from 0.4% in December 2021, as the base effect eases.

A larger number of sectors slipped below the pre-Covid volumes of January 2020- the number of indicators exceeding their pre-Covid volumes
slipped to eight in January 2022 (refer Exhibit 3), from 10 in December 2021 (refer Exhibit 4). The output of PVs and motorcycles reverted to below
pre-Covid levels in January 2022 from above pre-Covid in December 2021.

Following the rapid abatement of the third wave, early data for February 2022 is positive. The daily average generation of the GST e-way bills
rose to 2.36 million during February 1-13, 2022 from 2.22 million seen in January 2022, within striking distance of the record-high generation of
2.37 million seen in October 2021. Moreover, the YoY growth in electricity demand rose to 3.0% during February 1-15, 2022 from 1.1% in January
2022. In addition, with an improvement in mobility after the removal of restrictions, the sales of petrol and diesel of state refiners have risen in
February 1-15, 2022, relative to January 1-15, 2022, but trailed their pre-Covid volumes of February 1-15, 2020. These trends suggest that non-
agri non-government economic activity will stage a quick rebound after the subsiding of the less severe third wave.
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The aggregate auto output (spanning passenger vehicles or PVs, two- and three-wheelers) recorded a YoY contraction for the sixth consecutive month, and the pace of the same
worsened somewhat to 15.7% in January 2022 (+7.7% in January 2021) from 14.1% in December 2021 (+9.0% in December 2020). This was driven by the trend in the output of
motorcycles (to -17.2% in January 2022 from -9.2% in December 2021, on account of an unfavourable base), even as the PV output?! posted a YoY growth in January 2022 after four
months, of a modest 2.1% (-13.2% in December 2021). Moreover, the YoY decline in scooters narrowed to 23.6% in January 2022 (+12.0% in January 2021) from 27.4% in the prior
month (-10.0% in December 2020), despite an adverse base. In MoM terms, auto output rose by an encouraging 13.6% in January 2022; this trend was broad-based, led by scooters
(+52.6%) and to a milder extent, PVs (+13.2%) and motorcycles (+3.9%). Nevertheless, relative to the pre-Covid level of January 2020, aggregate auto volumes were a moderate 9.2%
lower in January 2022, reflecting the trend for scooters (-14.4%) and motorcycles (-6.8%), while there was a marginal dip in the output of PVs (-0.2%).

Retail demand for vehicles saw a sequential decline of 7.6% in January 2022, as per the data released by FADA, partly impacted by the restrictions related to the third wave across
several states. However, in YoY terms, it recorded a narrower contraction of 10.7% in January 2022 (-8.6% in January 2021) relative to 16.1% in December 2021 (+11.6% in December
2020), predominantly on account of a favourable base. The YoY decline in two-wheeler volumes recorded a base-effect led easing to 13.4% in January 2022 from 19.9% in December
2021, amidst elevated cost of ownership (acquisition price and fuel costs). Moreover, the YoY performance of commercial vehicles (CVs; to +20.5% from +13.7%), PVs (to -10.1% from
-10.9%) and tractors (-9.9% from -10.3%; on a low base) improved in January 2022, relative to the previous month. Compared to the pre-Covid volumes of January 2020, overall retail
demand was a considerable 18.4% lower in January 2022, driven by all major categories, barring tractors (+1.4%). Subsequently, the daily data provided in the Vahan portal reveals
that vehicle registrations stood at ~0.75 million during February 1-16, 2022, equivalent to 49% and 52%, respectively, of the year-ago and previous month level.

The YoY growth in the output of CIL rose to a three-month high 6.7% in January 2022 from 3.3% in December 2021. In MoM terms, the output of CIL rose by a healthy 7.1% in January
2022, while the offtake level was steady. Moreover, relative to January 2020, the output in January 2022 was higher by a modest 2.2%.

As per the provisional data released by the Central Electricity Authority (CEA), the YoY growth in electricity generation (spanning thermal, hydro, nuclear and renewable energy) dipped
to an 11-month low 0.6% in January 2022 (+5.5% in January 2021) from the revised 2.9% in December 2021 (+5.1% in December 2020), partly reflecting the unfavourable base effect.
In MoM termes, the electricity generation in January 2022 posted a 1.7% rise, with an increase in thermal energy (+3.4%) outweighing the decline in the generation of other sources.
Overall, electricity generation in January 2022 was 6.1% higher than the level in January 2020, led by renewable (+16.8%) and thermal energy (+6.2%), even as hydroelectricity
generation recorded a significant decline (-11.9%). As per the data released by POSOCO, the YoY growth in electricity demand has risen to 3.0% in February 1-15, 2022 from 1.1% in
January 2022, following the lifting of state-wise restrictions.

In addition, the YoY decline in the domestic consumption of finished steel (non-alloy, alloy and stainless) narrowed to 5.1% in January 2022 (+11.0% in January 2021) from 9.5% in
December 2021 (+18.6% in December 2020). This was driven by non-alloy items?, the contraction in which compressed to 3.9% in January 2022 from 9.7% in the prior month. Moreover,
finished steel consumption in January 2022 grew by 3.9% in MoM terms, and exceeded the pre-Covid level of January 2020 by 5.3%. With the subsiding of fresh Covid-19 cases, back-
ended capex push by the Centre, and easing of rainfall-led disruptions, the execution of infra projects may improve further in the ongoing quarter, boosting steel demand.

1 The output for PVs provided by SIAM does not include that of Tata Motors Limited.
2 Vahan portal provided by the Ministry of Road Transport & Highways does not cover the vehicle registration data for Madhya Pradesh, Andhra Pradesh and Telangana.
3 Non-alloy comprises 93% of the total finished steel consumption in FY2020-21, whereas the rest was contributed by alloy (including stainless steel).
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The pace of YoY expansion in non-oil merchandise exports (in US$ terms) moderated sharply to 19.4% in January 2022 (+12.1% in January 2021) from 28.3% in December 2021 (+6.0%
in December 2020), partly reflecting the unfavourable base as well as a seasonal dip after the Christmas-related shipments. While such exports eased by 5.0% MoM in January 2022,
they exceeded the pre-Covid level of January 2020 by a considerable ~34%, partly boosted by the elevated commodity prices.

Moreover, the YoY contraction in cargo handled at major ports deepened to a three-month low of 2.8% in January 2022 (+4.2% in January 2021) from 0.6% in December 2021 (+4.2%
in December 2020). However, relative to the pre-Covid level of January 2020, the cargo traffic grew by 1.3% in January 2022. Nevertheless, this was significantly lower than the surge
displayed by merchandise exports (+33.5%) as well as merchandise imports (+26.2%) in that month, reaffirming the role of higher commodity prices in the relatively superior
performance of the value of merchandise trade.

The daily average generation of GST e-way bills eased only mildly to 2.2 million in January 2022 from 2.3 million in December 2021, while remaining higher than 2.0 million in November
2021, indicating that the momentum of industrial activity was not severely disrupted by the third wave compared to the second wave (2.3 million in Mar 2021; 2.0 million in Apr 2021;
1.3 million in May 2021). Similarly, the YoY growth dipped to 9.5% in January 2022 from 11.6% in December 2021 but was higher than 5.9% recorded in November 2021. Subsequently,
the daily average generation of GST e-way bills has risen appreciably to 2.36 million during February 1-13, 2022, within striking distance of the record-high of 2.37 million seen in
October 2021. This suggests that economic activity will stage a quick rebound after the subsiding of the less severe third wave.

Encouragingly, the YoY growth in rail freight traffic improved to 7.7% in January 2022 (+8.7% in January 2021) from 7.2% in December 2021 (+8.7% in December 2020). Sequentially, it
rose by 1.8% or 2.2 million tonnes in January 2022, with an uptick in cement (+1.5 mn tonnes), iron ore (+1.1 mn tonnes) and foodgrains (+0.3 mn tonnes) outweighing the modest
decline in fertilizers (-0.5 mn tonnes) and POL (-0.4 mn tonnes). Moreover, rail freight exceeded the January 2020 level by a sharp 17.1%, benefitting from the tariff and non-tariff
measures that had been undertaken in August 2020 to boost the rail operations.

Reflecting the impact of state-wise restrictions imposed in January 2022, diesel consumption slipped back to a YoY contraction of 6.5% in that month from the subdued 1.7% growth
seen in December 2021. Moreover, it lagged the pre-Covid level by 8.3% in January 2022. However, the preliminary data compiled by state refiners reveals that diesel sales have risen
by 6.7% during February 1-15, 2022, relative to January 1-15, 2022, following the easing of restrictions by several states. Nevertheless, in YoY terms, consumption in the first half of
February 2022 contracted by ~7.0%, and also trailed the corresponding pre-Covid volumes of February 1-15, 2020 by a significant 14.7%.

Similarly, petrol consumption reverted to a YoY decline of 5.3% in January 2022, after having risen by 4.1% in December 2021, mirroring the dip in mobility amidst state-wise restrictions.
Nonetheless, consumption in January 2022 was a mild 0.7% higher than the January 2020 level. Subsequently, with a sequential growth of 7.3%, petrol sales of state refiners in the
first half of February 2022 have displayed a marginal YoY rise of 0.1% as per the preliminary data, given the pick-up in mobility, but trailed the pre-Covid volumes by ~2.1%.

Domestic airlines’ passenger traffic plunged by 42-43% MoM to ~6.4 million in January 2022 (as per ICRA’s estimates), resulting from the emergence of the third wave and the associated
restrictions. Moreover, after showing a YoY growth for the previous 10 months, passenger traffic reported a contraction of ~17% in January 2022 (-39.5% in Jan 2021; +52.9% in Dec
2021; -43.7% in Dec 2020). In addition, traffic in January 2022 was around half of the level witnessed in January 2020 (-49.9%; 12.5 million).

The YoY growth in outstanding bank deposits and non-food bank credit dipped to 8.3% each as on January 28, 2022 from 10.3% and 9.3%, respectively, as on December 31, 2021.
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EXHIBIT 1: The YoY performance of 10 of the 16 lead indicators weakened in January 2022 relative to December 2021, such as motorcycle production, domestic airlines’ passenger traffic,
electricity generation, GST e-way bills, non-oil exports, ports cargo traffic, fuel consumption, bank deposits, non-food bank credit, etc.; however, indicators such as the output of PVs,
scooters, CIL, finished steel consumption and rail freight recorded an improvement in January 2022, compared to the prior month
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*Based on ICRA’s estimates; Electricity generation comprises thermal, hydro, nuclear and renewable energy; Consumption of finished steel includes non-alloy and alloy (including stainless steel); Note: The output for PVs provided by SIAM
does not include that of Tata Motors Limited; Source: Society of Automobile Manufacturers (SIAM); CIL; Central Electricity Authority (CEA); Indian Ports Association; Ministry of Commerce, Government of India (Gol); Goods and Services
Tax Network (GSTN); Federation of Automobile Dealers Associations of India (FADA); Ministry of Petroleum & Natural Gas; Directorate General of Civil Aviation (DGCA); Petroleum Planning and Analysis Cell (PPAC); Indian Railways; Joint
Plant Committee (JPC); Reserve Bank of India (RBI); Ministry of Road Transport and Highways; ICRA Research

g YoY th traction; . s
YoY growth; sequential pickup YoY growth; sequential dip ° gs?q\lzljerm/tci:rcl:zcrwlgc;n no YoY contraction; sequential pickup _

EXHIBIT 2: The MoM trend was mixed in January 2022- half of the 14 non-financial monthly indicators registered a decline, particularly those related to contact-intensive services and
mobility, with a steepest fall in airline passenger traffic, followed by fuel consumption, vehicle registrations, exports, GST e-way bills and ports cargo traffic; however, many industrial
indicators such as CIL and auto output, and electricity generation saw MoM growth
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EXHIBIT 3: Relative to the pre-Covid levels of January 2020, eight of the 14 non-financial indicators recorded improved volumes in January 2022, whereas the remaining six indicators-
domestic passenger traffic, auto output, vehicle registrations and diesel consumption lagged their pre-pandemic volumes
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EXHIBIT 4: Out of the 14 non-financial monthly indicators, the number surpassing the corresponding pre-Covid volumes declined to eight in January 2022 from 10 in December 2021;
output of PVs and motorcycles reverted to below pre-Covid in January 2022 from above pre-Covid in December 2021
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Data is available up to February 12, 2022; The percentage change is compared to a baseline value for the same day of the week, Baseline period: Jan 3, 2020- Feb 6, 2020; Source: CEIC; ICRA Research

EXHIBIT 6: After reaching record-highs in Dec 2021, FASTag transactions and electronic
toll collections eased by 4.6% and 2.1%, resp., in Jan 2022 amid third-wave restrictions
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EXHIBIT 7: While retail transactions rose by 2.3% MoM in Jan 2022, payments
witnessed a sharp sequential decline of 12.8% in that month

Rs. billion
Billion

!

N W 1O N

Jul-20

Jan-20
Aug-20

Feb-20
Mar-20
Apr-20
May-20
Jun-20
Sep-20
Oct-20
Nov-20
Dec-20
Jan-21
Feb-21
Mar-21
Apr-21
May-21
Jun-21
Jul-21
Aug-21
Sep-21
Oct-21
Nov-21
Dec-21
Jan-22

== Retail Volumes

w

Retail Payments;

Source: National Payments Corporation of India; ICRA Research

EXHIBIT 5: The mobility for retail and recreation had slipped back below baseline level at end-Jan 2022 by 5.6% (seven-day moving average), following the restrictions imposed across
many states when the third wave peaked in Jan 2022; subsequently, it exceeded the baseline level by a mild 2.9% as on Feb 12, 2022, following the rapid lifting of restrictions
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EXHIBIT 8: YoY Growth for Last Three Years in December and January (Part -I)
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EXHIBIT 9: YoY Growth for Last Three Years in December and January (Part -Il)
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EXHIBIT 10: Trends in Volumes for Last Three Years in December and January (Part -1)
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EXHIBIT 11: Trends in Volumes for Last Three Years in December and January (Part -11)
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ICRA Limited (formerly Investment Information and Credit Rating Agency of India Limited) was set up in 1991 by
leading financial/investment institutions, commercial banks and financial services companies as an independent
and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange.

Alliance with Moody’s Investors Service

The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. The participation of
Moody’s is supported by a Technical Services Agreement, which entails Moody’s providing certain high-value
technical services to ICRA. Specifically, the agreement is aimed at benefiting ICRA’s in-house research capabilities,
and providing it with access to Moody’s global research base. The agreement also envisages Moody’s conducting
regular training and business seminars for ICRA analysts on various subjects to help them better understand and
manage concepts and issues relating to the development of the capital markets in India. Besides this formal training
programme, the agreement provides for Moody’s advising ICRA on Rating-products strategy, and the Ratings
business in general.

The ICRA Factor

Our services are designed to

* Provide information and guidance to institutional and individual investors/creditors;

* Enhance the ability of borrowers/issuers to access the money market and the capital market for tapping a larger
volume of resources from a wider range of the investing public;

* Assist the regulators in promoting transparency in the financial markets;

* Provide intermediaries with a tool to improve efficiency in the funds raising process.




Business Contacts

Mr. L. Shivakumar
E-mail: shivakumar@icraindia.com
+9122 6114 3406/ +91 98210 86490

Mr. Jayanta Chatterjee
E-mail: Jayantac@icraindia.com
Tel: +91 80 4332 6401/ +91 98450 22459

Media and Public Relations

Ms. Naznin Prodhani

E-mail: Communications@icraindia.com

Tel: 491 124 4545 860

Registered Office

B-710, Statesman House 148,
Barakhamba Road

New Delhi-110001

Tel: 491 11 23357940-45

Bengaluru 2

2nd Floor, Vayudooth Chamber
15-16, Trinity Circle, M.G. Road,
Bengaluru - 560 001

Tel: +91 80 4922 5500

Kolkata

A-10 & 11, 3rd Floor,
FMC Fortuna 234/3A,
A.J.C. Bose Road,
Kolkata-700 020

Tel: +91 33 7150 1100/01

Email: Info@icraindia.com
Helpdesk: 9354738909

Corporate Office

Building No. 8, 2nd Floor,

Tower A, DLF Cyber City, Phase Il,
Gurgaon - 122 002

Tel: 491-124-4545300

Chennai

5th Floor, Karumuttu Centre
634, Anna Salai, Nandanam
Chennai - 600035

Tel: +91 44 4596 4300

Mumbai

3rd Floor, Electric Mansion
Appasaheb Marathe Marg,
Prabhadevi,

Mumbai - 400 025

Tel: +91 22 6169 3300

Website: www.icra.in/ www.lcraresearch.in

Ahmedabad

1809-1811, Shapath V,

Opp: Karnavati Club,

S.G.Highway, Ahmedabad - 380015
Tel: +91 79 4027 1500/501

Hyderabad 1

4th Floor, 'Shoban’
6-3-927/A&B. Somajiguda
Raj Bhavan Road,
Hyderabad - 500 082

Tel: +91 40 4067 6500

Pune

5A, 5th Floor, Symphony,S. No. 210

CTS 3202 Range Hills Road,
Shivajinagar, Pune - 411020
Tel: +91 20 2556 1194

Bengaluru 1

'The Millenia', Tower B Unit No. 1004,
10th Floor, 1 & 2 Murphy Road,
Bengaluru - 560 008

Tel: +91 80 4332 6400

Hyderabad 2

No. 7-1-58, 301, 3rd Floor, 'Concourse’,
Above SBI-HPS Branch, Ameerpet,
Hyderabad - 500 016

Tel: +91 40 49200200

© Copyright, 2022 ICRA Limited. All Rights Reserved. All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care
has been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty,
express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies, while publishing or otherwise disseminating other reports may
have presented data, analyses and/or opinions that may be inconsistent with the data, analyses and/or opinions presented in this publication. All information contained herein must be construed

solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.



