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Recent developments: Growth in South Asia (SAR) is estimated to have strengthened to 7.1 percent in 
2025, mainly because of resilient activity in India, which helped offset the effects of rising trade tensions 
and heightened policy uncertainty. 

In India, growth is estimated to increase to 7.2 percent in FY2025/26 (April 2025 to March 2026), mainly 
reflecting robust domestic demand, including strong private consumption, supported by earlier tax reforms 
and improvements in real household earnings in rural areas. 

Growth in SAR other than India is estimated to have stabilized in 2025. In Bangladesh, the recovery from 
earlier political turmoil continued in the second half of FY2024/25 (July 2024 to June 2025), though it lost 
some momentum, due in part to sluggish investment. In Maldives, the tourism sector has remained resilient. 
The commissioning of a new hydropower plant and the construction of new power plants have supported 
growth in Bhutan. 

However, in Nepal, political instability and economic policy uncertainty have been heightened following 
recent unrest and the subsequent formation of an interim government in September. 

Outlook: Growth in SAR is expected to slow to 6.2 percent in 2026, mainly reflecting the impact of 
increased U.S. import tariffs on India’s export growth. Growth in the region is then set to increase to 6.5 
percent in 2027, as the effects of political uncertainty in several economies dissipate. 

Growth in India is projected to slow to 6.5 percent in FY2026/27, assuming that the 50 percent import tariffs 
by the United States remain in place throughout the forecast horizon. Despite higher tariffs on certain 
exports to the United States, the growth forecast has remained unchanged relative to June projections, 
primarily because the adverse impacts of higher tariffs will be offset by stronger momentum in domestic 
demand than previously anticipated. Growth is set to inch up to 6.6 percent in FY2027/28, underpinned by 
robust services activity, as well as a recovery in exports and a pickup in investment.  

Excluding India, growth in the region is forecast to strengthen to 5.0 percent in 2026 and 5.6 percent in 
2027. In Bangladesh, growth is expected to increase over the forecast horizon, with stronger industrial 
activity supported by reduced political uncertainty related to the general election in early 2026 and the 
expected implementation of structural reforms by a new government. 

Excluding Bangladesh and India, regional growth is expected to slow further to 3.6 percent in 2026–27. In 
Sri Lanka, the projected slowdown in growth primarily reflects inefficiencies in factor and product markets, 
as well as the scarring effects of the economic crisis. In Nepal, growth is projected to more than halve in 
FY2025/26 (mid-July 2025 to mid-July 2026), amid heightened political instability and policy uncertainty. 
In contrast, growth in Bhutan will continue benefiting from the commissioning and construction of 
hydropower plants. In Maldives, growth is also expected to remain solid, supported by increased tourist 
arrivals facilitated by the full opening of a new international airport terminal. 

Risks: Downside risks to the regional outlook include further increases in trade restrictions and global trade 
policy uncertainty, tighter-than-expected financial conditions amid heightened financial vulnerabilities, 
increased social unrest, and more frequent or intense disasters due to natural hazards. However, there are 
multiple upside risks, including possible progress in bilateral trade negotiations, faster technology-led 
investment growth, and the potential benefits from more resilient political environments after elections in 
several economies. 

Download Global Economic Prospects: https://www.worldbank.org/gep 

* Due to the World Bank’s regional reclassification effective July 1, 2025, Afghanistan and Pakistan are no longer
included in the South Asia region.



South Asia Country Forecasts 

(Annual percent change unless indicated otherwise) 

2023 2024 2025e 2026f 2027f 

GDP at market prices (average 2010-19 US$) 

Calendar year basis 

Maldives 4.9 3.5 4.2 3.9 4.0 

Sri Lanka a -2.3 5.0 4.6 3.5 3.1 

Fiscal year basis b 2023/24 2024/25 2025/26e 2026/27f 2027/28f 

India 9.2 6.5 7.2 6.5 6.6 

2022/23 2023/24 2024/25e 2025/26f 2026/27f 

Bangladesh 5.8 4.2 3.7 4.6 6.1 

Bhutan 4.9 6.1 7.0 7.3 6.1 

Nepal 2.0 3.7 4.6 2.1 4.7 

Source: World Bank. 
Note: e = estimate; f = forecast. World Bank forecasts are frequently updated based on new 
information and changing global circumstances. Consequently, projections presented here may 
differ from those in other World Bank documents, even if basic assessments of countries’ 
prospects do not significantly differ at any given moment in time. 
a. The impacts of Cyclone Ditwah in late 2025 have yet to be incorporated due to an ongoing
damage assessment. 
b. Please refer to the regional annex for details on fiscal year reporting. 


