
INDIA
Growth accelerated to 7.6 percent in FY26, driven by private
consumption and investment. Poverty has continued to de-
cline since 2011, with lower-middle-income country poverty
at 16 percent in 2023. Growth is projected to moderate to
6.6 percent in FY27, due to headwinds from higher oil, gas,
and fertilizer prices caused by the conflict in the Middle East.
Risks to the outlook hinge on the evolution of the conflict
and related energy market disruptions.

Key conditions and challenges

India aims to become a developed economy by 2047, building on
two decades of progress. In the last two decades, the size of the
economy quadrupled—to become the world’s 5th largest—and re-
al per capita income tripled. Growth has also become more sta-
ble and broad-based, rebounding quickly from the COVID-19 shock
and averaging 7.7 percent in the post-pandemic years (FY23–FY26).
Poverty declined from 58 percent in 2011 to 16 percent in 2023, lift-
ing nearly 500 million out of poverty, and extreme poverty dropped
from 27 to 2.6 percent (footnote 1/). Both rural and urban poverty
declined, from 65 to 19 percent and 40 to 8.6 percent, respec-
tively. Poverty remains concentrated; 43 percent of the poor live
in the more populous states of Uttar Pradesh, Maharashtra, and
Bihar. Employment is mostly in low-productivity and poor-quality
jobs; only 23 percent of workers held salaried jobs as of 2023.

In recent months, India has taken important steps toward opening
its economy (via free trade agreements, lower tariffs, and the re-
moval of regulatory barriers) and liberalizing factor markets. Main-
taining reform momentum will be critical to sustaining rapid
growth and expanding productive job opportunities.

Population1 Poverty2

million millions living on less than $4.20/day

1463.9 232.7
Life expectancy at birth3 School enrollment4

years primary (% gross)

72.0 120.5
GDP5 GDP per capita6

current US$, billion current US$

3904.1 2666.9
Sources: WDI, MFMod, and official data. 1/ 2025. 2/ 2023 (2021 PPPs). 3/ 2023.
4/ 2024. 5/ 2025. 6/ 2025.

Recent developments

Growth is estimated to have accelerated from 7.1 percent in
FY25 to 7.6 percent in FY26 (April 2025–March 2026), owing
to strong domestic demand and export resilience. Private con-
sumption growth rose, supported by low inflation and rational-
ization of the Goods and Services Tax (GST). Investment growth
also accelerated, with higher public capital expenditure and pri-
vate investment in manufacturing plants and equipment. These
developments more than offset a drag from net exports. On
the supply side, services drove growth, led by finance and IT,
followed by manufacturing, particularly electronics and automo-
biles. Inflation averaged 1.9 percent in April 2025–February 2026,
thanks to low food and fuel prices, allowing the Reserve
Bank of India (RBI) to cut the policy rate from 6.25 percent
to 5.25 percent.

Labor market conditions improved over Q1–Q3 FY26. Unemploy-
ment declined (4.8 percent) and labor force participation increased
(56 percent), with relatively stronger job creation in rural areas and
among women. Nonetheless, structural labor market challenges
persist, including high youth unemployment (14.8 percent) and low

FIGURE 1 / Real GDP growth and contributions to real GDP growth
at factor cost
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Sources: National Statistics Office (NSO) and World Bank.
Note: FY23/24 refers to the fiscal year 2023–24 (April 2023–March 2024) and so on.

FIGURE 2 / Actual and projected poverty rates and real private
consumption per capita
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female labor force participation (35.3 percent compared to the 47
percent average for middle-income countries).

The general government fiscal deficit is estimated to have nar-
rowed to 7.4 percent of GDP in FY26, from 7.7 percent in FY25, dri-
ven by strong non-tax revenues and modest expenditure growth
at the central level. However, public debt rose to 84.5 percent of
GDP in FY26 due to subdued nominal GDP growth. The current ac-
count deficit is estimated to have widened to 1.0 percent of GDP
in FY26 due to a larger merchandise trade deficit. Net foreign di-
rect investment inflows rose to 0.5 percent of GDP (from 0.03 per-
cent in FY25), reflecting increased gross inflows and flat repatria-
tion outflows. However, net foreign portfolio investment declined
to near zero as a share of GDP amid global financial-market uncer-
tainty. Nevertheless, India’s foreign reserves rose to US$730 billion
in February—thanks to higher gold valuation—providing around 11
months of import cover.

Outlook

Growth is projected to decelerate to 6.6 percent in FY27, reflecting
headwinds from the Middle East conflict (based on the assumption
of extended disruption of global oil and gas supply until end-2026).
Although reduction in GST rates should continue to support con-
sumer demand in the first half of FY27, elevated global energy
prices are expected to put upward pressure on prices and con-
strain households' disposable income. Government consumption
growth is expected to soften to offset higher subsidy outlays for
cooking fuel and fertilizers. Investment growth is likely to moderate
amid elevated uncertainty and rising input costs. Improved access
to the US and EU markets for India’s exports, enabled by recent

free trade agreements, will be undermined by slower growth in
major trading partners. Headline inflation is expected to rise to 4.9
percent in FY27, as food prices normalize from a low base in FY26
and the partial pass-through of elevated global oil and gas prices
into higher transport, food services, and imported input costs (gen-
erating a 90-basis-point increase in headline inflation relative to the
pre-conflict baseline). The overall fiscal deficit is projected to widen
to 7.6 percent of GDP in FY27 as increased subsidy outlays, ex-
cise duty cuts, and measures to limit inflation pass-through to con-
sumers (0.5 percent of GDP) are only partially met by reductions in
non-essential expenditures. The current account deficit is project-
ed to widen to 1.8 percent of GDP (0.7 percent of GDP higher than
the pre-conflict baseline), driven by a larger energy import bill com-
pounded by depreciation pressures.

Poverty is projected to decline further to 8.9 percent in FY27,
supported by sustained growth. The impacts of new labor
codes, including measures to improve worker welfare, increase
formalization, and establish a national wage floor, alongside
planned changes to the rural employment guarantee program,
will materialize over time.

There are substantial downside risks to the outlook. India can ab-
sorb temporary shocks from the Middle East conflict, but its re-
liance on energy imports and remittances from the region makes
the current account, inflation, and the fiscal account vulnerable to
large and sustained increases in oil prices. Fiscal risks would rise
if measures to limit fuel price pass-through need to be scaled up.
Elevated prices globally would eventually increase retail inflation,
dampen domestic demand, raise producers' input costs, and affect
household welfare. Lower remittances from the Middle East would
impact remittance-dependent states.

Recent history and projections 2023/24 2024/25e 2025/26f 2026/27f 2027/28f 2028/29

Real GDP growth, at constant market prices 7.2 7.1 7.6 6.6 7.2 7.0
Private consumption 5.8 5.8 7.7 7.0 7.6 7.2
Government consumption 0.6 6.5 6.6 6.3 7.8 7.2
Gross fixed capital investment 7.3 6.4 7.1 6.7 7.1 7.0
Exports, goods and services 0.7 6.6 6.5 6.5 7.5 8.0
Imports, goods and services -1.0 5.3 6.4 6.7 7.5 7.4

Real GDP growth, at constant factor prices 7.2 7.3 7.7 6.5 7.2 7.0
Agriculture 2.6 4.2 2.4 2.0 3.0 3.0
Industry 10.9 8.3 8.8 7.5 8.0 7.9
Services 7.0 7.9 9.0 7.5 8.1 7.8

Employment rate (% of working-age population, 15 years+)1 52.4 53.2 54.0 54.8 55.7 56.7

Inflation (consumer price index) 5.4 4.6 2.3 4.9 4.4 4.0

Current account balance (% of GDP) -0.7 -0.6 -1.0 -1.8 -1.2 -0.6
Net foreign direct investment inflow (% of GDP) 0.3 0.0 0.5 0.6 0.7 0.6

Fiscal balance (% of GDP) -7.9 -7.7 -7.4 -7.6 -7.4 -7.2
Revenues (% of GDP) 21.3 22.6 23.1 23.0 22.7 22.6
Debt (% of GDP) 85.0 84.1 84.5 84.1 82.2 80.8
Primary balance (% of GDP) -2.7 -2.6 -2.3 -2.7 -2.7 -2.6

International poverty rate ($3.00 in 2021 PPP)2 2.6 2.1 1.5 1.2 0.8 0.6

Lower middle-income poverty rate ($4.20 in 2021 PPP)2 16.1 13.8 11.1 8.9 6.8 5.3

Upper middle-income poverty rate ($8.30 in 2021 PPP)2 80.0 77.7 74.2 70.7 66.5 62.2

GHG emissions growth (mtCO2e) 5.2 2.9 3.6 2.9 3.7 3.5

Source: World Bank, Fiscal Policy & Growth Department. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.
1/ These estimates are based on the current weekly activity status in the Periodic Labour Force Surveys, which is aligned with ILO recommendations. Since January 2025, the PLFS has
been revamped to collect monthly estimates. The comparability of the series before-and post-January 2025 may be affected.
2/ Calculations based on SAR-POV harmonization, using 2023. Actual data: 2023. Nowcast: 2024-2025. Forecasts are from 2026 to 2028.
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