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EXHIBIT: GDP growth trends

EXHIBIT: CPI inflation trends

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

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

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

Policy Repo Rate
Prolonged pause unless growth/inflation forecasts as per the new base series appears 

USD/INR USD/INR pair to trade between 90.0 and 91.5 in the near term

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- -
term target range. ICRA currently believes that there is a higher likelihood of a prolonged pause on the policy rate unless the 
growth and/or inflation projections as per the new series are materially softer than the current expectations. Additionally, 
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 
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.
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s 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
Forecasting 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 GoI'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.

CPI 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.
Overall, 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 unles
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
Cumulative 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- ected 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.

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