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~‘Consumption to go up
~ after inflation eases’

Sidhartha &
Surojit Gupta | Tan

wal, vice chairman
and managing direc-
torof Emami, hastakenover
as president of the Federa-
tion of Indian Chambers of
Commerce and Industry
(Ficci). In an interview,
Agarwal tellsTOI that it will
¢ take one or two quarters mo-
1 re for consumption to be
¢ “normal” and said the focus
should be on moderating in-
flation as higher prices have
dented consumption in ur-
banareas. Excerpt.

I Iarsha Vardhan Agar-

Lower realincome seems
to have hit consumption.
Is theindustry feeling the
effect of slowdown?

At abroader level, consump-
tion has been impacted and
that’s why for many FMCG
companies the second quar-
ter results have not been the
kind that one is used to, and
one of the reasons is con-
sumption.  Discretionary
spending is where it gets im-
pacted. In India, of theavera-
ge retail purchase, 75% goes
towards food and grocery
items and only 25% is for dis-
cretionary spend. Any im-
pact of food prices has an ad-
verse impact on discretiona-
ry spend. Since there are so-
me challenges in terms of
food prices, it has an impact,
Coming tomy company. it'sa
mixed bag because in rural
areas we are seeing some up-
tick, premium products are

back consumption

1 wouldn't say wages are stagnant. May be in terms
of inflation, they have not increased as much

@6 We are very hopeful that in the third and

fourth quarters it (govt capex) will go up

substantially and that should also help bring

6 It would be wrong to say that private
investment is not increasing. It may not have
increased to the extent that was expected

—HARSHA VARDHAN AGARWAL | PRESIDENT, FICCI

doing well. It’s the middle
class and the lower middle
class that is where the real
impactis.

Was the slowdown in the
Sept quarter justablip?
Have you seen salesim-
prove during firsttwo
months of the quarter?
The Sept quarter was certa-
inly not great. If you ask me
whether in the next one or
two quarters we go back to
normalecy? 1 wouldn’t say
yes. But would you say
things are improving? I wo-
uld say we see the situation
gradually improving.

Willarate cut help?
ThatisthebalancethatRBIis
trying to achieve by not cut-
ting interest rates as it may
have an impact on inflation.
The idea s first to contain in-
flation because consumption
will go up once inflation ea-
sestoanacceptable level.

There’s alot of commenta-
ry around stagnant wages.
How much of thatis contri-

buting to slowdown?

I wouldn't say wages are
stagnant. May be in terms
of inflation, they have not
increased as much.

What would be your sug-
gestion for fixing this
consumption slowdown?
The solution is that infla-
tion has to be brought down
and right now that’s where
the govt's focus is. Once that
is under control, consump-
tion should come. The se-
cond is capital expenditure
because in the last quarter
govtcapex waslower, prima-
rily because of elections. We
are very hopeful that in the
third and fourth quarters it
will go up substantially and
that should also help bring
back consumption.

What about private
investment? Why is the
private sector notrising?
It would be wrong to say that
private investment is not in-
creasing. It may not have in-
creased to the extent that
was expected.




