Economy: Macro, Micro & More

Jan Services PMI at
7-Year High of 55.5
on Robust Demand
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The Cabinet also accorded in-prin-
ciple approval to set up a major
port at Vadhavan in Maharashtra,
at a project cost of more than
265,000 crore. The Vadhavan port
will be developed on a “landlord”
model, under which the portautho-
rity acts as the regulatory body as
well as the landlord, while private
entities handle port operations.

A Special Purpose Vehicle (SPV)
will be formed with Jawaharlal
Nehru Port Trust (JNPT) as the le-
ad partner, with equity participa-
tion equal to or more than 50% to
implement the project.
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Upswing due to
favourable market
conditions and better
domestic demand

OurBureau

New Delhi: India’s service sector
output growth hit a seven-year
high in January on the back of
strong domestic demand, a private
survey showed on Wednesday.

The IHS Markit India Services
Purchasing Managers’ Index rose
to 55.5 in January from 53.3 of the
previous month, signalling the
strongest upturn in output in se-
ven years. The upswing resulted
from favourable market condi-
tions and better underlying de-
mand, survey participants said. A
reading above 50 on the index me-
ansexpansion.

However, the growth in demand
was accompanied by inflationary
pressureson input costs, which re-
ached a high last seen in February
2013. The steepest increase in this
figure came from the consumer
servicessecton

The Composite PMI Output In-
dex, which maps both the manu-
facturing and services sectors, in-
creased from 53.7 in Decemberto a
seven-year high of 56.3 in January.

“With business revenues rising,
service providers continued to in-
crease capacity to meet further
stronggrowth insales. Thisisgood
news for jobseekers, particularly
when we consider the results from
the manufacturing industry
which showed the steepest upturn
inemployment since August2012,”
said Pollyanna de Lima, principal
economist at IHS Markit.

Most of the demand came from
the domestic market, with a fall in
exports ending a 10-month expan-
sion, mainly due to lower demand
from China, Europe and the US,
survey panelists said.

TheIndian economy is forecast to
grow by 5% in FY20, its slowest pa-
ce in 11 years. The Economic Sur-
vey tabled in Parliament last Fri-
day said the economy could grow
by 6-6.5% in FY21.

However, cost inflation continu-
ed to be a dampener amid reports
of higher prices for beauty pro-
ducts, food, freight, fuel and main-
tenance, the survey said.

Consequently, a number of servi-
ces companies lifted their selling
pricesinJanuary. Therate of char-
ge inflation picked up to the fastest
since February 2018.

“The service survey pointed to
the sharpest increase in input pri-
ces in just under seven years, with
companies mostly absorbing the
added cost burdens themselves in-
stead of fully passing these on to
their customers.
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