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NEW DELHI: Economists and investors are increas-
ingly showing that they have little or no confidence
in India’s official economic data - presenting who-
ever is elected as the next prime minister with an im-
mediate problem.

There have been questions for many years about
whether Indian government statistics were telling the
full story but two recent controversies over revisions
and delays of crucial numbers have taken those con-
cerns to new heights. The government itself has admit-
ted there are deficiencies in its data collection.

A study conducted by a division of the statistics
ministry in the 12 months ending June 2017 found that
as much as 36 percent of the companies in the data-
base used in India’s GDP calculations could not be
traced or were wrongly classified. But the ministry said
there was no impact on GDP estimates as due care was
taken to adjust corporate filings at the aggregate level.

Last December, the government held back the re-
lease of jobs data but an official report leaked to an In-
dian newspaper showed the unemployment rate had
touched its highest level in 45 years.

Economists and investors are now voting with their
feet - by using alternative sources of data and in some
cases creating their own benchmarks to measure the
Indian economy.

Ten economists and analysts at banks, think-tanks
and foreign funds interviewed by Reuters said they
were moving to use alternative data sources, or at least
official data of a different kind. Among the numbers
they prefer are fast-moving indicators like car sales, air
and rail cargo levels, purchasing managers’ index data,
and proprietary indices created by the institutions
themselves to track the economy.

Many economists said they were stunned when the
government upwardly revised GDP growth for
2016/17 to 8.2 percent from 6.7 percent, although the
demonetization of high value notes hit businesses and
jobs in that financial year.

“Our response has been to spend time developing
an Indian Activity Index, which takes a range of time
series data that in the past were strongly correlated
with real GDP growth and extract the common signal
from them,” said Jeremy Lawson, chief economist at
Aberdeen Standard Investments, which manages
more than $700 billion in assets.

The preliminary evidence from the index, which in-
cludes components like car sales, air cargo and pur-
chasing managers’ index data suggests the
government has over-estimated GDP growth, he said.

“Our index would suggest that there was stable
growth, rather than the rapid acceleration suggested
by the GDP figures,” he said, referring to three years
of data from 2014. Even those close to the government
have said the lack of accuracy in the official data
makes it much more likely that authorities will miss
major swings in activity and be unable to react quickly
to head off a crisis. It is also a problem for investors
who may be misled into thinking the economy is more
robust than it really is.

Missed farm crisis
The economic wing of the Rashtriya Swayemse-

wak Sangh, the fountainhead of the ruling Hindu na-
tionalist Bharatiya Janata Party, said the government
and the Indian central bank missed anticipating a farm
crisis that has now gripped the countryside, with low
crop prices driving down farmers’ incomes.

“The fact is the government advisers and the
monetary policy committee of the central bank
could not diagnose the farm crisis, deflationary
conditions in rural economy, and ignored the need
to boost growth,” said Ashwani Mahajan, the co-
convenor of the group, Swadeshi Jagran Manch,
adding the government was now taking steps to ad-
dress the problem.

The delayed response has cost Prime Minister
Narendra Modi at least some support in the coun-
tryside in the current general election - although
most political strategists still think he can probably

hang onto power. The opposition and other critics
have said Modi suppressed jobs data and “mas-
saged” economic growth numbers in an attempt to
show that his government has done better than the
previous administration. A spokesman at Modi’s office
said no official was available for comment as they were
busy with the election while a finance ministry
spokesman referred to Finance Minister Arun Jaitley’s
previous comments. In a blog in March, Jaitley criti-
cized economists for doubting the credibility of data
and accused them of running a fake campaign against
the government. —Reuters
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Emirates Airline profit 
dives 69% in ‘tough’ year
DUBAI: Emirates Airline reported a 69 percent drop in net profits
yesterday on high fuel prices and a strong dollar in what it de-
scribed as a “tough” year. The Dubai carrier posted $237 million in
net profits for the financial year ending in March compared to $765
million in the previous year, it said in a statement.

“2018-19 has been tough, and our performance was not as
strong as we would have liked,” the chairman and chief executive
of Emirates Group, Sheikh Ahmed bin Saeed Al-Maktoum, said in
a statement. “Higher oil prices and the strengthened US dollar
eroded our earnings, even as competition intensified in our key
markets,” he said. The airline said that the strengthening of the US
dollar against most of the currencies of its key markets eroded $156
million from profits. Its fuel bill increased by 25 percent to $8.4 bil-
lion, its biggest-ever. Emirates said it transported 58.6 million pas-
sengers, almost unchanged from the previous year. The
region’s-and one of the world’s-biggest carriers said that despite
the drop in profits, it invested $3.9 billion last year in new aircraft
and equipment, and in  acquisitions. In February, Emirates cut 39
aircraft from its order for the Airbus 380 superjumbo, reducing it
123 and leading the European manufacturer to scrap production of
the world’s largest passenger airliner. The airline invested part of
the savings in orders for 40 A330-900s and 30 A350-900s, a deal
worth $21.4 billion. During the year, Emirates received seven A380s
and six Boeing 777-300s and phased out 11 aircraft, expanding its
fleet to 270 large planes. —AFP

UniCredit to clean 
up balance sheet 
after strong quarter
MILAN: UniCredit, the Italian lender at the center of spec-
ulation about consolidation in the European banking sector,
said yesterday net profit rose in the first quarter and that it
would strive to clean up its balance sheet.

Net profit jumped by nearly a quarter to 1.38 billion euros
($1.54 billion), beating the analyst consensus.  Net profit was
boosted by so-called exceptional items, such as the sale of
property assets and releasing of provisions after it agreed
last month to pay $1.3 billion to settle US allegations that it
processed payments that violated US sanctions on Iran and
other countries.

But ING credit analyst Suvi Platerink Kosonen said “the
profit improvement was driven by the cost side as operating
cost were down by 4 percent year-on-year and loan loss
provisions were percent lower year-on-year”. Revenues slid
3 percent to 4.95 billion due to a drop in commissions, but
the result was better than analysts had expected.

The bank also raised its ratio of funds available to absorb
possible losses, the fully-loaded CET1 ratio, to 12.25 percent
from 12.07 percent at the end of last year.

UniCredit confirmed its targets for the year, in particular
revenues of 19.8 billion, net profits of 4.7 billion, and a CET1
ratio of between 12 and 12.5 percent. “This was the best first
quarter results in a decade for the second time in a row, un-

derpinning the success of our current strategic plan,” chief
executive Jean-Pierre Mustier was quoted as saying in the
bank’s earnings statement.

The bank also indicated it aimed to work on reducing its
non-performing loans and reduce its holdings of Italian gov-
ernment debt. CMC Market’s UK analyst David Madden said
“today’s upbeat update might renew speculation about a
possible tie-up between UniCredit and Commerzbank”.

There has been media speculation that UniCredit could
be interested in merging with Commerzbank after the Ger-
man bank’s failed tie-up attempt with Deutsche Bank.

In a call with analysts, Mustier declined to comment on
what he called “rumors and speculation”, but he did say that
“mergers, especially mergers across borders, are very diffi-
cult to achieve”. 

When Mustier took over the reins at UniCredit in 2016
he launched a vast reorganization plan for the bank. It raised
13 billion from shareholders, sold off assets, cut costs, and
eliminated nearly 15,000 jobs as it closed over 900 branch
offices. UniCredit is due to unveil a new strategic plan later
this year, but the reduction of its stake in online bank and
trader Finecobank has already raised questions about which
direction the lender intends to go.

“We want to understand the logic behind the sale of the
Fineco stake, a gem which has brought us extremely high
profits,” said Riccardo Colombani, head of the First Cisl
trade union. 

“We can’t wait until December 3 to learn which transfor-
mations we should prepare ourselves for,” he added. Uni-
Credit shares were trading 0.1 percent higher nearing
midday after having spent most of the morning lower. Milan’s
FTSE-Mib index was down nearly 0.8 percent.  —AFP


