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DIRECTORS' REPORT 2002-2003

Economic Overview

The GDP growth in the year 2002-2003 is
around 4.4 per cent as compared with 5.6 per cent
and 4.0 per cent in the previous two years. The GDP
growth of 4.4 percent is really appreciable in the
light of the fact that major parts of the country have
suffered from drought due to deficient monsoon,
affecting the agriculture production to a substantial
extent. The overall growth performance of the
industrial sector during 2002-2003 provisionally
estimated to be near 6 per cent is much high as
compared to 3.2 percent in the previous year. During
the year service sector has recorded a reasonable
growth on account of higher growth in construction,
domestic trade and transport sectors. As per Central
Statistical Organization's preliminary estimates, the
growth in agricultural sector declined by 3.1 per cent
during 2002-2003 as against a growth of 5.7 per cent
in the previous year.

Inflation

The annual rate of inflation on a point-to-point
basis as measured by variations in the wholesale
price index (base 1993-94 = 100) worked out to 3.3
per cent in 2003 as against 3.6 per cent a year ago.

The decline in WPI was mainly due to low
increase in prices of fuel, power, light and lubricants
sub-group (weight 14.2) which recorded a nominal
increase of 3.8 per cent against 15.0 per cent
increase a year ago. Inflation as reflected in
consumer price index (CPI) was identical to the
previous year at 4.1 per cent in February 2003.

Fiscal Deficit

As per the revised estimates mentioned in the
Union Budget, the fiscal deficit of the Central
Government for 2002-03 was estimated at
Rs. 1,45,466 crore compared to the budget estimate
of Rs. 1,35,524 crore. The combined slippage in the
borrowing of the center and states by as much as

(1)
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Rs.23,701 crore did not exert undue pressure on
interest rates because of availability of ample
liquidity resulting from the foreign exchange inflows,
depressed demand for food credit, and reduction in
CRR.

Money Supply

Monetary and credit aggregates for the year
2002-03 reflected the impact of mergers that took
place in the banking industry. During 2002-03, the
annual growth in money supply (M3) on a point-to-
point basis was at 15.0 per cent compared to 14.2
per cent a year ago. Among the components, the
growth in aggregate deposits of the scheduled
commercial banks at 12.2 per cent net of mergers
was lower than that of 14.6 per cent in the previous
year.

Flow of Funds

The total flow of funds from Scheduled
Commercial Banks to the commercial sector
including banks' investments in bonds/debentures/
shares of public sector undertakings and private
corporate sector, commercial paper, etc. is estimated
at about Rs.1,51,569 crore (24.5 per cent) as against
Rs.69,483 crore (12.7 per cent) in the previous year.
Total flow of resources to the commercial sector,
including capital issues, global depository receipts
(GDRs) and borrowings from financial institutions is
placed at Rs.1,88,262 crore as compared with
Rs. 1,42,082 crore in the previous year.

External Developments

Global economic activity rose in 2002, though at
a moderate pace as the strength of the growth
observed in the first quarter could not be sustained
towards the end of the year. The uncertainty
regarding the economic outlook, however, remains
high due to the ongoing geopolitical tensions,
especially the Iraq war. Its adverse impact on the
oil markets could have a negative impact on
economic activity throughout the world, particularly
on oil importing emerging markets.
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