Vajiram & Ravi

Corporate Investments Rise in India, But Weak

Consumer Demand Remains a Concern
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Corporate Investments Rise Latest News

.

e The Centre for Monitoring Indian Economy (CMIE) has released fresh data on corporate investment
announcements in India for FY 2026-27.
e While headline numbers look strong, a closer look reveals continuing weakness in consumer demand — a

concern flagged in a Bank of Baroda (BoB) research report.

Background: The IIP Signal

¢ Recent Index of Industrial Production (IIP) data, which tracks changes in the volume of production across
Indian industries, hit a 23-month high in June 2026.

¢ However, this growth was concentrated in capital goods, infrastructure goods, and intermediate goods, while
growth in consumer goods production remained weak for most of the past year, especially the last quarter —

an early signal of soft consumer demand.
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Investments Look Up

e Between April 1 and August 5, 2026, India saw investment announcements worth X26.75 lakh crore.

e Economists called this level “impressive,” especially given global geopolitical uncertainty and new US tariffs
on India during this period.

e A notably positive feature: 86% of these announcements came from domestic private sector companies,

suggesting a genuine pickup in private investment.

Too Concentrated in a Few Sectors

e Despite the strong headline figure, investment is heavily skewed:
o 56% of all proposed investments are directed to the IT-enabled services (ITES) sector.
o Within this, almost 99% (around X15 lakh crore) is concentrated in just 13 companies in the Data
Centre and Artificial Intelligence space.
o 26% (roughly X7 lakh crore) goes to conventional electricity, with the bulk (6.5 lakh crore) directed to
just four companies in the nuclear energy space.
o The remaining 18% is spread across sectors like aluminium and aluminium products (5%), steel

(3.8%), other electronics (1.9%), and renewables (1%).

Consumer Goods Segment Lags Sharply

e Investment announcements for consumer goods, including automobiles, totalled less than 2,000 crore —
just 0.7% of the total.

e According to experts, this reflects a combination of surplus capacity and weak demand conditions.

¢ In other words, investment intentions remain narrow and sector-specific, not broad-based, because

companies see little incentive to expand consumer-facing capacity when demand itself is sluggish.

Implications and Outlook

e Persistently weak consumer demand is a worrying signal for future economic growth, since it:
o Drags down GDP growth directly, as consumption is a key growth driver.
o Weakens investment, the other major contributor to GDP growth, since companies hesitate to invest
without demand visibility.
e Most estimates suggest overall growth in the current financial year will fall below the 7% trend seen over the
past three years.
e However, since it is still early in the second quarter, much will depend on the outcome of the monsoon,

particularly its impact on rural consumer demand.

Conclusion

e India’s investment revival, though impressive on paper, is narrow — concentrated in Al, data centres, and

nuclear energy, while consumer goods languish.
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e Until household consumption strengthens, especially in rural India, sustainable and broad-based economic

growth will remain elusive, with the monsoon holding key significance ahead.

Source: IE
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