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Spectre of third straight year of normal monsoon brings cheer

The Indian Meteorological Department’s (IMD) has predicted southwest monsoon (April-September) to be at 97% of
the long period average (LPA) with a margin of error of +/- 5%. It has lined up five probabilities — a normal monsoon
(42%), below normal (30%), deficient (14%), above normal (12%) and excess (2%).

Data for the last 50 years shows that in any five-year period, there have never been more than two bad
monsoons, while three consecutive good monsoons have occurred. The last such period in recent history
was 2010-2013 and 2005-2008 where the actual rainfall was 98.3% and 100.3%, respectively, on average.

A key point to note is that the first monsoon forecast for 2018 is slightly better than IMD’s first one last year.
Last year, southwest monsoon came in at 95% of normal (or LPA), only slightly below IMD’s initial forecast
of 96%.

Earlier, Skymet Weather Services forecast rainfall at 100% of the LPA (with an error margin of +/-5%). The probability
being 5% for excess monsoon, 20% for above normal, 55% for normal, 20% for below normal and 0% for drought.

These, however, are early forecasts. Timely arrival of monsoons, followed by healthy monthly and regional
distribution, would be crucial.

In 2017, the rainfall condition, though uneven, was less of a spoiler. Regions that withessed weak rains were those
that either enjoy a strong irrigation cover (Uttar Pradesh and Haryana with rainfall deficiency at 28% and 25% below
normal, respectively) or those that contribute less to kharif production (parts of Madhya Pradesh, Karnataka and
Maharashtra).

Meanwhile, storage levels in reservoirs are showing faster depletion. As of April 12, water storage at 91 major
reservoirs in the country stood at 84% of what is considered normal, compared with 90% for the same period last
year. Indeed, the overall reservoir storage levels are less than the corresponding period of last year in the
country as a whole and also less than the average storage of the last 10 years in the corresponding period.

A normal monsoon is crucial to push economic growth, which slowed last year under the lingering impact of
demonetisation and disruptions due to implementation of the goods and services tax (GST), both of which impacted
private consumption demand as well as exports.

For fiscal 2019, our base case, given a normal monsoon, is that agricultural growth will be 3% — the same as in the
previous fiscal. As for GDP growth during the fiscal, CRISIL’s forecast is at 7.5%, up from 6.6% in fiscal 2018.
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About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions, with a strong track record of growth, culture of
innovation and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the
Indian economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals on
a wide array of technical issues. We are India's most credible provider of economy and industry research. Our industry research
covers 86 sectors and is known for its rich insights and perspectives. Our analysis is supported by inputs from our large network
sources, including industry experts, industry associations and trade channels. We play a key role in India's fixed income markets.
We are the largest provider of valuation of fixed income securities to the mutual fund, insurance and banking industries in the
country. We are also the sole provider of debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered
independent equity research in India, and are today the country's largest independent equity research house. Our defining trait is
the ability to convert information and data into expert judgments and forecasts with complete objectivity. We leverage our deep
understanding of the macro-economy and our extensive sector coverage to provide unique insights on micro-macro and cross-
sectoral linkages. Our talent pool comprises economists, sector experts, company analysts and information management
specialists.
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Disclaimer

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the information obtained
by CRISIL from sources which it considers reliable (Data). However, CRISIL does not guarantee the accuracy, adequacy or completeness of the
Data / Report and is not responsible for any errors or omissions or for the results obtained from the use of Data / Report. This Report is not a
recommendation to invest / disinvest in any company covered in the Report. CRISIL especially states that it has no financial liability whatsoever
to the subscribers/ users/ transmitters/ distributors of this Report. CRISIL Research operates independently of, and does not have access to
information obtained by CRISIL's Ratings Division / CRISIL Risk and Infrastructure Solutions Limited (CRIS), which may, in their regular
operations, obtain information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of CRISIL’s
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