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EXHIBIT: GDP growth trends

9.2%
10% 7.6%

8%
6%
4%
2%
0%

6.5% 7.4% >6.7%

FY2023 FY2024 FY2025 FY2026 FY2027
ICRAP ICRAP

EXHIBIT: CPI inflation trends

15%
0‘;: r 9'4%—|— ‘I—I—I'V n
igzﬂ e 2.3% 0.6% 2.9%
- 0

FY2023 FY2024 FY2025 FY2026 FY2027
ICRAP ICRAP
= CPI WPI

P: Projected; Source: NSO; Ministry of Commerce
and Industry; ICRA Research

ICRA LIMITED

ICRA expects the year-on-year (YoY) growth in GDP to ease to ~7.2% in Q3 FY2026 from 8.0% seen in H1 FY2026, driven by an unfavourable
base effect, contraction in Government capital spending, subdued state government revenue expenditure, and weak merchandise
exports, amid steep US tariffs. Nevertheless, healthy demand during the festive season, boosted by the GST rate rationalisation, is likely
to have kept the pace of growth above 7% in the said quarter. Overall, ICRA currently forecasts the pace of YoY GDP expansion to
accelerate to 7.4% in FY2026 from 6.5% in FY2025 as per the existing 2011-12 series. Forecasting growth for FY2027 is challenging, with
the upcoming base year revision at end-February 2026 (new base year: 2022-23 vs. old: 2011-12) potentially altering current growth
estimates and necessitating a re-adjustment to form an outlook. We have currently pegged GDP growth for FY2027 at 6.7%, with a
potential upside, amid favourable developments including the India-US bilateral trade deal, improved prospects for domestic investment,
aided by the hike in Central capex included in the Union Budget as well as a healthy outlook for private consumption.

The lower weight for F&B in the new CPI series (base year: 2024) vs. the old series (2012), may result in a flatter CPI trajectory as compared
to the steeper curve expected on the old series, on account of the unwinding of the base effect. We continue to expect the CPI inflation
to average ~4% in FY2027, higher than ~2% for FY2026, in line with the mid-point of the Monetary Policy Committee’s (MPC’s) medium-
term target range. ICRA currently believes that there is a higher likelihood of a prolonged pause on the policy rate unless the MPC’s
growth and/or inflation projections as per the new series are materially softer than the current expectations. Additionally, India’s CAD is
expected to print at ~1% of GDP in FY2027, similar to the expected 0.9% of GDP for FY2026. On the fiscal front, ICRA expects the Gol’s
fiscal deficit target of 4.4% of GDP for FY2026 to be achieved; subsequently, its target of 4.3% of GDP for FY2027 also appears credible.

Macroeconomic Variables FY2026 ICRA Projections FY2027 ICRA Projections
- GDP Growth (at constant 2011-12 prices) 7.4% 6.7%, with potential upside
CPI Inflation ~2.0% ~4.0%
% [\ Current Account Balance Deficit of $36 billion; -0.9% of GDP Deficit of ~$40 billion; -1.0% of GDP

Gol’s Fiscal Deficit 4.4% of GDP 4.3% of GDP

G-sec Yields 10-year G-sec yield to range between 6.65-6.75% in the near term

- Prolonged pause unless growth/inflation forecasts as per the new base series appears

Policy Repo Rate I -
¢y Rep materially softer than the MPC’s current projections

USD/INR USD/INR pair to trade between 90.0 and 91.5 in the near term
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India's GDP growth projected at a robust 7.2% in Q3 FY2026, albeit lower than H1 print

*An estimation of GDP growth as per the new base year is challenging at present. We have anchored the outlook for Q3 to the existing GDP dataset
across the sectors of the economy, based on which we project the GDP growth to have eased to 7.2% in Q3 FY2026 from 8.0% in H1 FY2026.

*The reasons for the estimated sequential slowdown from 8.2% in Q2 FY2026 include an unfavourable base effect, contraction in Government capital
spending, subdued state government revenue expenditure, and weak merchandise exports. Nevertheless, healthy demand during the festive season,
boosted by GST rationalisation, likely kept the pace of growth above 7% in the said quarter.

Base revision to trigger changes in exisiting GDP estimates; ICRA foresees upside to its GDP growth forecast of 6.7% for FY2027

eForecasting growth for FY2027 is challenging, with upcoming base year revision potentially altering current growth estimates and necessitating a re-
assessment to form an outlook. We do believe that there is an upside to our current growth forecast of 6.7% for FY2027, amid favourable developments
including the interim deal with the US with a lower tariff rate, improved prospects for domestic investment, aided by the robust hike in the Gol's capex.

*Moreover, the reduction in GST rates, cumulative 125 rate cuts, as well as lower-than-expected rise in food inflation, along with upbeat farm sector
trends portend a favourable outlook for private consumption in the upcoming fiscal.

CPl inflation expected to average at ~4% in FY2027; ICRA expects a prolonged pause on the policy repo rate

*The expected base effect-led uptick in the headline print in FY2027 was expected to stem from the F&B segment. With the reduction in weight for the
same in the new series (36.75% based on new CPI 2024 structure) vs. the old (45.86%), the uptick in the headline print is likely to be tempered.

eQverall, the new base may throw up a slightly flatter CPI trajectory as compared to the steeper curve expected on the old base, with the average
remaining ~4% in FY2027. ICRA currently believes that there is a higher likelihood of a prolonged pause on the policy rate unless the MPC’s growth
and/or inflation projections as per the new series are materially softer than the current expectations.

India's CAD to remain comfortable at just under 1.0% of GDP in FY2027

eCumulative merchandise exports are projected to grow by 2.5-4.0% in FY2027 (1.3-1.5% in FY2026 P; on a BoP basis), partly supported by the reduction
in the US tariff. However, merchandise import growth is set to be slightly stronger at 4-5%, backed by a strong growth in non-oil segment, owing to
healthy prospects for domestic demand and public investment. These prelimary estimates are subject to revision after the final US-India deal is signed.

*With an anticipated rise in MTD to be largely offset by the growth in services trade surplus (ICRA P: 6-8%), India’s CAD is projected to widen somewhat
to $40 billion in FY2027 (<1% of GDP) from an estimated $36 billion in FY2026 (0.9% of GDP), while remaining at comfortable levels.

Gol to meet its fiscal deficit target of 4.4% of GDP in FY2026; revenue and expenditure assumptions for FY2027 appear credible

*|CRA believes that the assumptions for revenues and expenditure for FY2026 RE and FY2027 BE are broadly credible. We expect the fiscal deficit target
of Rs. 15.6 trillion or 4.4% of GDP for FY2026 to be achieved, assuming a modest net cash outgo in the upcoming 2nd SDG. Nevertheless, the release of
revised GDP data may alter trajectory for FY2024-27 - the Budget has pencilled in continued fiscal consolidation in FY2027 with a target of 4.3%.

*|CRA expects the 10Y yield to be guided by incoming information on additional switches of G-secs that eases redemption pressure, any update regarding
the Bloomberg bond index inclusion, and movements in global bond yields. We expect the yield to trade between 6.65-6.75% in the near term.
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ICRA Limited (formerly Investment Information and Credit Rating Agency of India Limited) was set up in 1991 by
leading financial/investment institutions, commercial banks and financial services companies as an independent
and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange.

Alliance with Moody’s Investors Service

The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. The participation of
Moody’s is supported by a Technical Services Agreement, which entails Moody’s providing certain high-value
technical services to ICRA. Specifically, the agreement is aimed at benefiting ICRA’s in-house research capabilities,
and providing it with access to Moody’s global research base. The agreement also envisages Moody’s conducting
regular training and business seminars for ICRA analysts on various subjects to help them better understand and
manage concepts and issues relating to the development of the capital markets in India. Besides this formal training
programme, the agreement provides for Moody’s advising ICRA on Rating-products strategy, and the Ratings
business in general.

The ICRA Factor

Our services are designed to

* Provide information and guidance to institutional and individual investors/creditors;

* Enhance the ability of borrowers/issuers to access the money market and the capital market for tapping a larger
volume of resources from a wider range of the investing public;

e Assist the regulators in promoting transparency in the financial markets;

* Provide intermediaries with a tool to improve efficiency in the funds raising process.

#35YearsofUnwaveringCredibility

Years of
Unwavering
| Credibility




Years of
Unwavering
| credibility

Business Contacts

L Shivakumar

Chief Business Officer

E-mail: shivakumar@icraindia.com
022-61693304

Vivek Bhalla

Head Business Development — Financial Sector
E-mail: vivek.bhalla@icraindia.com
022-61693372

Rohit Gupta

Head Business Development — Infrastructure Sector
E-mail: rohitg@icraindia.com

0124-4545340

Sai Krishna

Head - Research Sales and Investor Connect
E-mail: sai.krishnal@icraindia.com
9840774883

Media and Public Relations

Naznin Prodhani

Head - Group Corporate Communications & Media Relations
E-mail: communications@icraindia.com

0124-4545860

Shivam Bhatia

Head Business Development —
Corporate Sector — North & South
E-mail: shivam.bhatia@icraindia.com
0124-4545803

Vinita Baid

Head Business Development — East
E-mail: vinita.baid@icraindia.com
033-65216801

Sanket Kulkarni

Head Business Development —
Corporate Sector — West

E-mail: sanket.kulkarni@icraindia.com
022-6169 3365

Corporate Office

Building No. 8, 2nd Floor,
Tower A, DLF Cyber City, Phase I,

Registered Office

B-710, Statesman House 148,
Barakhamba Road

New Delhi-110001
Tel: +91 11 23357940-45

IR ELED

1809-1811, Shapath V,

Opp: Karnavati Club,

S.G.Highway, Ahmedabad - 380015
Tel: +91 79 4027 1500/501

Hyderabad

Unit No 1006, 10th Floor, Gowra
Fountain Head, Patrika Nagar,
Madhapur, High-Tech City,
Hyderabad, Telangana — 500081
Tel: 491 040-69396464

Email: Info@icraindia.com
Helpdesk: 9354738909

Gurgaon - 122 002
Tel: +91-124-4545300

Bengaluru 1

'The Millenia', Tower B Unit No. 1004,

10th Floor, 1 & 2 Murphy Road,
Bengaluru - 560 008
Tel: 491 80 4332 6400

Kolkata

Siddha Esplanade, 3rd Floor,
6 Jawaharlal Nehru Road,
Esplanade, Kolkata,

West Bengal - 700013

Tel: +91 33 6521 6800

Website: www.icra.in/ www.Icraresearch.in

Bengaluru 2

2nd Floor, Vayudooth Chamber
15-16, Trinity Circle, M.G. Road,
Bengaluru - 560 001

Tel: +91 80 4922 5500

Mumbai

3rd Floor, Electric Mansion
Appasaheb Marathe Marg,
Prabhadevi,

Mumbai - 400 025

Tel: 491 22 6169 3300

Chennai

5th Floor, Karumuttu Centre
634, Anna Salai, Nandanam
Chennai - 600 035

Tel: +91 44 4596 4300

Pune

5A, 5th Floor, Symphony, S. No. 210
CTS 3202 Range Hills Road,
Shivajinagar, Pune - 411 020

Tel: +91 20 2556 1194

Copyright, 2026 ICRA Limited. All Rights Reserved. All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care
has been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty,
express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group companies, while publishing or otherwise disseminating other reports may
have presented data, analyses and/or opinions that may be inconsistent with the data, analyses and/or opinions presented in this publication. All information contained herein must be construed
solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.

#35YearsofUnwaveringCredibility




